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PART I
ITEM 1. BUSINESS

General DataComm Industries, Inc. was incorporated in 1969 under the laws of the
State of Delaware. Unless the context otherwise requires, the terms "Company"
and "GDC" as used here and in the following pages mean General DataComm
Industries, Inc. and its subsidiaries. In addition, in the following business
discussion "ATM" refers to Asynchronous Transfer Mode cell switching technology,
"LAN" refers to Local Area Network and "WAN" refers to Wide Area Network.

Plan of Reorganization Approval and Effectiveness

On November 2, 2001 (the "Petition Date"), General DataComm Industries, Inc.,
General DataComm, Inc., DataComm Leasing Corporation, DataComm Rental
Corporation, GDC Federal Systems, Inc., GDC Naugatuck, Inc., GDC Holding
Company, LLC, General DataComm International Corp., General DataComm China,
Ltd., and GDC Realty, Inc. (collectively, the "Debtors") each filed voluntary
petitions for relief (collectively, the "Petitions) under Chapter 11 of Title 11
of the United States Code, 11 U.S.C. Section 101 et seq. (the "Bankruptcy Code")
in the United States Bankruptcy Court for the District of Delaware (the
"Bankruptcy Court"). The Debtors continued in possession of their properties and
the management of their businesses as debtors in possession pursuant to Section
1107 and 1108 of the Bankruptcy Code until September 15, 2003.

The Honorable Peter J. Walsh, Chief United States Bankruptcy Judge, presided
over these cases (the "Chapter 11 Cases") since their inception. On November 20,
2001, the Office of the United States Trustee for the District of Delaware (the
"Trustee") appointed an Official Committee of Unsecured Creditors to serve in
these cases (the "Committee"). No Chapter 11 trustee or examiner was appointed
in the Chapter 11 Cases.

On April 29, 2003 the Amended Joint Plan of Reorganization (the "Plan") was
filed. The Plan was proposed jointly by the Debtors and the Lenders, and
represented the result of extensive negotiations between such parties and the
Committee. The Plan set forth the proposed reorganization of the Debtors' assets
and distribution of recoveries to their creditors and equity security holders.
The Plan and its treatment of creditors was consistent with the plan term sheet
executed by the Debtors, the Committee and Lenders in October 2002, as modified
by agreement of such parties in February 2003.

A copy of the Plan appeared as Exhibit A to the Disclosure Statement (the
"Disclosure Statement") which was filed as an exhibit to Form 8-K dated August
11, 2003. The Plan specified the classes of the Debtors' creditors and equity
security holders and the treatment of the Claims and Equity Interests of such
creditors and equity security holders, respectively. Pursuant to Section 1126 of
the Bankruptcy Code, the Debtors solicited acceptances of the Plan from the
classes entitled to vote on the Plan. The Disclosure Statement was submitted
pursuant to Section 1125 of the Bankruptcy Code in order to provide information
of the kind necessary to enable a hypothetical reasonable investor to make an
informed judgment in the exercise of his, her, or its right to vote on the Plan.
On August 5, 2003, the Debtors' Plan was confirmed by the United States
Bankruptcy Court and the Plan thereafter became effective on September 15, 2003.

Reference is made to Note 1 and Note 6 to the Notes to Consolidated Financial
Statements presented in Item 8 of this Form 10-K, and to "Risk Factors"
presented below.
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Overview

General DataComm Industries, Inc., based in Naugatuck, Connecticut, is a
provider of networking and telecommunications products and services. The Company
is focused on providing multiservice provisioning solutions using multiservice
access products. The Company designs, assembles, markets, installs and maintains
products that enable telecommunications common carriers, corporations, and
governments to build, improve and more cost effectively manage their global
telecommunications networks.

The Company's products and services are marketed primarily in the Americas and
through distributors elsewhere in the world. The Company sells its products and
services through its own sales organizations to common carriers (telephone and
cable companies), as well as corporations and governments, system integrators,
local distributors, and value-added resellers. International sales represented
approximately 31% of the total Company revenues in fiscal 2003 as compared to
26% in fiscal 2002.

The Company's user base includes: local exchange carriers, including Qwest, Bell
Canada, Verizon and SBC; interexchange carriers including MCI; corporate end
users; and government entities including the Commonwealth of Kentucky and the
U.K. Ministry of Defense.

The Company's executive offices are located at 6 Rubber Avenue, Naugatuck,
Connecticut, 06770, and its telephone number is (203) 729-0271.

Lower cost of raw materials, focused sales and marketing, and improved
engineering productivity have contributed to the Company's ability to emerge
from Chapter 11 Bankruptcy. The business leverages the sales resources of
distributors, value-added resellers, integrators and telecommunication provider
channels in an effort to achieve greater sales coverage both domestically and
internationally. The products produced by the Company for the most part have an
inherently short selling cycle. However, the Company estimates that it takes
approximately six to eighteen months to get products approved to be used in the
central offices of telephone companies.

GDC has adjusted to shifting priorities in the overall access market. These
priorities are governed by the accelerated growth of the Internet, frame relay
and packet-based (IP) services, all of which require increased attention to
network management and performance quality.

Principal Products and Services

GDC, accordingly, is focused on the development and sale of products targeted
towards market growth areas. Specifically, GDC's switching, routing and LAN
extension solutions, networking products including integrated access systems for
digital and analog transport and multiplexers for network consolidation,
constitute our major product elements serving to meet emerging market
requirements. The Company does this by designing products to target specific
applications to provide solutions that are intended to be superior in price and
performance to the competition.

These product solutions are offered across two distinct focused market segments.

The first product line consists of products that are NEBS Level 3 Certified for
deployment in mission critical applications in telephone company central offices
and government applications. This group of products is designated as the
SpectraComm family of products. GDC on October 8, 2003 introduced a second
family suite of products called InnovX for use in Enterprise applications. This
is a cost effective family of products offering security, high quality and
features typically found only in carrier products for use in Enterprise and
non-NEBS environments. A third product line known for its reliability is
Multiplexers. In addition, in the last year the Company has introduced a new
offering of professional services.
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Product Suite
SpectraComm Family

General DataComm's SpectraComm family of NEBS Level 3 modems, CSU/DSUs and LAN
products support a wide range of applications. These include T3 broadband
applications including M13, T1/FT1 (Fractional T1l) wide-band applications, 2.4
kbps - 64 kbps DDS (Digital Data Service) narrow-band applications, switched or
private line analog applications and Local Area Network applications (LAN
Extension and Ethernet switching). The flexible, expandable design of the
SpectraComm system accommodates network growth, spanning from a single card
enclosure to a robust 16-slot shelf system. This modularity maximizes the use of
network facilities and helps to reduce network management complexity. The
SpectraComm Manager provides SNMP Management for an entire shelf and is
compliant with the Industry Standard H.P. Open View.

GDC's SpectraComm devices provide unmatched packaging flexibility meaning that
any of the SpectraComm devices (from 202 to V34 to Tl to T3) will fit, and are
interchangeable between the various enclosures platforms. This
interchangeability allows flexible inventories, lower sparing and easier
deployment, resulting in overall lower costs.

The significance of NEBS Certification. A requirement for Central Office
equipment located in North American Public Switched Network centers, the
rigorous NEBS requirements are a universal measure of network product excellence
for carriers. NEBS includes criteria for operational continuity, protection of
property, and personnel safety. NEBS is the major test of quality and safety
that is required for organizations supplying or purchasing network equipment for
public network high density applications.

Specifically, the NEBS criteria are intended to:

Ensure equipment compatibility with telephone industry standards
Simplify equipment planning and installation

Guard against service outages

Prevent interference to close proximity telecommunications equipment
Minimize the risk of fire spread

Ensure equipment operation under stressful environmental conditions
Protect personnel from injury - surge, shock and toxicity

Telcordia has grouped NEBS criteria into three functional groups or levels, with
Level 3 being the most stringent. Anything less than Level 3 certification can
restrict deployment in certain carrier environment applications. By meeting NEBS
Level 3 requirements, GDC products can be deployed in all interior carrier
environments. The NEBS Level 3 certification of GDC's SpectraComm products is a
key requirement for our Carrier and Service Provider customers. SpectraComm
CSU/DSUs, Modems, LAN Extension and Ethernet switching devices function in their
mission critical internal network infrastructures and central office
applications, providing secure, remote network management, SS7 Signal Transport,
Cell Site to CO access, and CPE provisioning.

5



<PAGE>
InnovX Family

GDC has developed and introduced the InnovX family of products for use in
Enterprise applications. GDC's new InnovX family of products deliver high
quality, security and flexible features typically found only in carrier
products, for use in Enterprise and non-NEBS environments at competitive prices.
In most cases, InnovX uses common blades for installation in enclosures ranging
from a single-blade standalone to a high-density, 16 - blade rackmount
enclosure. This flexible approach simplifies network deployment and reduces
costs associated with network maintenance and sparing. GDC's InnovX family of
products support Enterprise access applications from low speed to T1l, T3, and IP
and all are controlled by View Manager and View Soft network management
products.

The InnovX family includes:

InnovX FastRoute: This group of products extends IP connectivity for
Enterprise users and provides flexible options, exceptional remote
management, and network security at a fraction of the cost of traditional
methods. When deployed in enterprise networks, the InnovX FastRoute extends
internal IP networks and simplifies network management and administration.
The versatile and feature-rich InnovX FastRoute can be configured for LAN
extension or as a router eliminator. Management of remote devices 1is
optionally available as well as reporting of alarm conditions to a security
service. Out-of-band management (OBM) is available with an integral V.34
modem.

InnovX FastSwitch: Scalable & Secure Ethernet Switches are designed for
applications where high quality, high-reliability, security, and low-cost
are needed. InnovX FastSwitch is scalable and expands in 9- or 18- port
increments. The product reduces collisions and eases congestion problems on
existing shared-hub networks. InnovX FastSwitch devices can be monitored
and managed using standard protocols including HP OpenView, Telnet, SNMP
and HTTP. It also features GDC IronGate Security, which provides
port-by-port MAC address filtering. For additional security during periods
of heightened alert, SNMP and web access may be disabled.

InnovX LanLink: Industrial Ethernet Transfer

InnovX SurePath: Wide Area Network Transport Network (WAN) devices that
support T1/FT1, DDS, T3 and high-density secure V.34 dial applications.

The InnovX line of products is to be marketed solely through Value Added
Resellers, System Integrators and through the Government Services Administration
to government agencies.

Multiplexers

General DataComm supplies a line of multiplexing products. The TMS-3000 is a
network managed bandwidth management system for high speed wide area networks.
The TMS-3000 is primarily sold to system integrators, government agencies and
enterprise customers to build or expand fault tolerant resilient backbone
networks. GDC also provides an access product into the TMS-3000 network for
smaller branch or regional offices via the OCM feeder platform. The OCM platform
offers connectivity to a variety of digital carrier services and uses the same
bandwidth optimization techniques as the TMS-3000 to efficiently transport a
changing mix of applications, LAN to WAN integration, image and video along with
traditional voice and data traffic.
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Professional Services

General DataComm has field-proven experience in the successful deployment and
maintenance and support of voice and data networking equipment. Flexible and
responsive to customer specific needs, General DataComm provides nation-wide
installation, maintenance and product repair services for the complete line of
network access products along with services such as project management,
training, coordination, staging and network testing.

GDC offers a range of guaranteed maintenance response plans: two- four- or
eight-hour and next day on-site service. Unlike most industry-offered training
programs, which deliver off-the-shelf, packaged courses, GDC creates a custom
training solution to fit a customer's specific needs in terms of course content
and duration. GDC's Factory Direct repair facility provides product and warranty
repair at our repair center in Naugatuck, Connecticut.

GDC previously provided similar services for multiple manufacturers including
GDC through the Vital Network Services Division (Vital). This division was sold
effective as of July 1, 2001. In fiscal 2002 and 2003, the professional services
provided by the Company were significantly more limited, in both scope and
magnitude than those previously under Vital in fiscal 2001. See Note 4,
"Division Sales and Discontinued Operations" in the Notes to Consolidated
Financial Statements in Item 8 of this Form 10-K.

Sales and Marketing

Effectively employing networking technology has become a key factor in
developing a successful business. Communications networks have emerged as
valuable assets that generate revenue and provide competitive advantage. General
DataComm over the past 30 years has helped many of the world's largest
enterprises harness the power of networking. Electronic channels of commerce
have been established, and reliable public and private communication links are
essential to any organization's survival. GDC's full range of products and
services can support this growing network challenge.

The Company's products are sold primarily in the Americas via a dedicated
domestic sales force and through a domestic and international distributor
network, original equipment manufacturers (OEM's), value-added resellers, system
integrators and alternate service providers.

GDC's customer base includes: local exchange carriers, including incumbents such
as Verizon, SBC, Qwest and Bell Canada; interexchange carriers, including MCI,
and government entities including state, local and foreign governments.

GDC had 3 customers which individually accounted for more than 10 percent of
revenue in fiscal 2003. In total, such customers accounted for approximately 49%
of fiscal 2003 revenue.

Research and Development

The Company focuses its development efforts on providing enhanced functionality
to its existing products, including total network solutions and performance and
the development of additional software-based features and functionality.
Extensive product development input is obtained from customers and our
monitoring of end-user needs and changes in the marketplace. Our current product
development focus has been on developing IP and Ethernet access solutions and
completing new products. We believe that our success will depend, in part, on
our ability to develop and introduce in a timely fashion new products and
enhancements to our existing products. GDC has in the past made, and intends to
continue making, significant investments in product and technological
development. We perform our research and product development activities at our
facility in Naugatuck, Connecticut. The Company's inability to develop new
products or enhancements to existing products on a timely basis, or the failure
of these new products or enhancements to achieve market acceptance, could have a
material adverse effect on our business.
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GDC's expenditures for research and development activities amounted to $3.1
million, $3.6 million and $12.0 million for fiscal 2003, 2002, and 2001,
respectively.

Manufacturing

GDC's manufacturing operations consist of materials planning and procurement,
final assembly, product assurance testing, quality control, and packaging and
shipping. GDC currently uses several independent manufacturers to provide
certain printed circuit boards, chassis and subassemblies. The Company believes
that the efficiency of our manufacturing process to date is largely due to our
product architecture and our commitment to manufacturing process design.

GDC has spent significant engineering resources producing customized software to
assure consistent high product quality. Every product is tested after the
assembly process using internally developed automated product assurance testing
procedures.

The Company's products use certain components, such as microprocessors, memory
chips and pre-formed enclosures that are acquired or available from one or a
limited number of sources. The Company has generally been able to procure
adequate supplies of these components in a timely manner from existing sources.
While most components are standard items, certain application-specific
integrated circuit chips used in many of the Company's products are customized
to the Company's specifications. None of the suppliers of components operate
under contract. Additionally, availability of some standard components may be
affected by market shortages and allocations. The Company's inability to obtain
a sufficient quantity of components when required or to develop alternative
sources at acceptable prices and within a reasonable time, could result in
delays or reductions in product shipments which could materially affect the
Company's operating results in any given period. In addition, as referenced
above, the Company relies heavily on outsourcing subcontractors for production.
The inability of such subcontractors to deliver products in a timely fashion or
in accordance with the Company's quality standards could materially affect the
Company's operating results and business.

GDC's Naugatuck facility continued to be ISO 9001 certified during fiscal 2003.
Backlog

The Company's order backlog, while one of several useful financial statistics
is, however, a limited indicator of the Company's future revenues. Because of
normally short delivery requirements, the Company's sales in each quarter
primarily depend upon orders received and shipped in that same quarter. In
addition, since product shipments are historically heavier in the last month of
each quarter, quarterly revenues can be adversely or beneficially impacted by
several events including: unforeseen delays in product shipments; large sales
that close at the end of the quarter; sales order changes or cancellations;
changes in product mix; new product announcements by the Company or its
competitors; and the capital spending trends of customers.

Competition

The telecommunications and networking industry is intensely competitive. Many of
the Company's current and prospective competitors including ADC, Cisco, Adtran,
Paradyne and Alcatel have greater name recognition, a larger installed base of
networking products, more extensive engineering, manufacturing, marketing,
distribution and support capabilities and greater financial, technological and
personnel resources.
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Each competitor offers its own solution and all are formidable competitors.
There can be no assurance that we will be able to maintain or grow our market
share of multi-service access products.

Patents and Related Rights

The Company presently owns approximately 41 domestic patents and has no
additional applications pending. All of these patents and applications have also
been filed in Canada; most also have been filed in various other foreign
countries. Many of those filed outside the United States have been allowed while
the remainder are pending. The Company believes that certain features relating
to its equipment for which it has obtained patents, or for which patent
applications have been filed, are important to its business, but does not
believe that its success is dependent upon its ability to obtain and defend such
patents. Because of the extensive patent coverage in the data communications
industry and the rapid issuance of new patents, certain equipment of the Company
may involve infringement of existing patents not known to the Company.

Employees

At September 30, 2003, the Company employed 111 persons, of whom 27 were
research and development positions, 31 were manufacturing positions, 32 were
sales and marketing positions and 21 were general corporate management positions
and shared support-service positions. The shared support functions included
information technology, corporate finance, human resource management, facilities
maintenance and other miscellaneous functions.

No Company employees are covered by collective bargaining agreements. The
Company has never experienced a work stoppage.

Many of our employees are highly skilled, and our continued success depends in
part upon our ability to attract and retain such employees. Due to the Company's
history of financial difficulties, the Company's employee benefit programs are
likely not to be equivalent to those offered by our competitors. While to date
management does not believe this to have resulted in significant difficulties in
hiring and retaining skilled personnel, this may not be the case in the future.

9
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RISK FACTORS

THIS ANNUAL REPORT ON FORM 10-K CONTAINS FORWARD-LOOKING STATEMENTS WITHIN THE
MEANING OF SECTION 21E OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED. FOR
THIS PURPOSE, STATEMENTS CONTAINED HEREIN THAT ARE NOT STATEMENTS OF HISTORICAL
FACT MAY BE DEEMED TO BE FORWARD-LOOKING STATEMENTS. WITHOUT LIMITING THE
FOREGOING, THE WORDS "BELIEVES", "ANTICIPATES", "PLANS", "EXPECTS" AND SIMILAR
EXPRESSIONS ARE INTENDED TO IDENTIFY FORWARD-LOOKING STATEMENTS. THESE
FORWARD-LOOKING STATEMENTS INVOLVE RISKS AND UNCERTAINTIES AND ARE NOT
GUARANTEES OF FUTURE PERFORMANCE. ACTUAL RESULTS MAY DIFFER MATERIALLY FROM
THOSE INDICATED IN SUCH FORWARD-LOOKING STATEMENTS AS A RESULT OF CERTAIN
FACTORS INCLUDING, BUT NOT LIMITED TO, THOSE SET FORTH UNDER THIS HEADING.

GDC Limited Operating History Since Emerging from Bankruptcy. The Company
recently emerged from Bankruptcy on September 15, 2003. The Company voluntarily
filed for protection under Chapter 11 of the US Bankruptcy Code on November 2,
2001, after incurring seven consecutive years of losses and selling three of its
four operating divisions in 2001. Accordingly, an investor in our common stock
must evaluate the risks, uncertainties, and difficulties frequently encountered
by a company emerging from Chapter 11 and that operates in rapidly evolving
markets such as the telecommunications equipment industry.

Due to the Company's limited operating history since emergence, the Company may
not successfully implement any of its strategies or successfully address these
risks and uncertainties. As described by the following factors, past financial
performance should not be considered to be a reliable indicator of future
performance, and investors should not use historical trends to anticipate
results or trends in future periods.

Limited Financial Resources and Risk of Default. The Company has virtually
no current ability to borrow additional funds. It must, therefore, substantially
fund operations from cash balances and cash generated from operating activities.
The Company has significant short term obligations including payment of
professional fees and monthly payments of principal and interest (currently such
principal and interest totals approximately $335,000 per month) under its new
loan agreement. Furthermore, the Company has significant outstanding obligations
and commitments approximating $54.6 million (see Item 7 of this Form 10-K, in
the section on "Liquidity" the reference to contractual cash obligations as of
September 30, 2003).

The Company's failure to make required payments under the new loan agreement
would constitute an event of default. In addition, the Company is required to
meet a financial covenant to avoid an event of default. (See Notes 1 and 6 to
Notes to Financial Statements included in Item 8 of this Form 10-K).

The ability of the Company to meet cash flow and loan covenant requirements is
directly affected by the factors described in the "Risk Factors" section.

There can be no assurance that the Company will be able to avoid a default on
the new loan agreement. If there is such a default, the senior secured lenders
may accelerate payment of the outstanding debt ($17.3 million at September 30,
2003) and foreclose on their security interests which likely would require the
Company to again file for bankruptcy protection. In addition, the Company's new
loan agreement provides the lenders with warrants to (i) purchase up to 51% of
the Company's common stock at $.01 per share in the event of default and (ii)
purchase 10% of the Company's common stock if the debt owing to them is not
fully paid by December 31, 2007. Both such warrants and any common stock issued
thereunder will be cancelled if the lender's outstanding debt is fully paid by
December 2007.

10
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Dependence on Legacy and Recently Introduced Products and New Product
Development. The Company's future results of operations are dependent on market
acceptance of existing and future applications for the Company's current
products and new products in development. The majority of sales continue to be
provided by the Company's legacy products, primarily our DSU/CSU, V.34 lines
which represented approximately 85% of net sales in fiscal 2003, 87% of net
sales in fiscal 2002 and 49% of net sales in fiscal 2001. The Company
anticipates that net sales from legacy products will decline over the next
several years and net sales of new products will increase at the same time, with
significant quarterly fluctuations possible, and without assurance that sales of
new products will increase at the same time.

Market acceptance of both the Company's recently introduced InnovX product line
and future product lines is dependent on a number of factors, not all of which
are in the Company's control, including the continued growth in the use of
bandwidth intensive applications, continued deployment of new telecommunication
services, market acceptance of multiservice access devices, the availability and
price of competing products and technologies, and the success of the Company's
sales and marketing efforts. Failure of the Company's products to achieve market
acceptance would have a material adverse effect on the Company's business,
financial condition and results of operations. Failure to introduce new products
in a timely manner in order to replace sales of legacy products could cause
customers to purchase products from competitors and have a material adverse
effect on the Company's business, financial condition and results of operations.

New products under development may require additional development work,
enhancement and testing or further refinement before the Company can make them
commercially available. The Company has in the past experienced delays in the
introduction of new products, product applications and enhancements due to a
variety of internal factors, such as reallocation of priorities, financial
constraints, difficulty in hiring sufficient qualified personnel, and unforeseen
technical obstacles, as well as changes in customer requirements. Such delays
have deferred the receipt of revenue from the products involved. If the
Company's products have performance, reliability or quality shortcomings, then
the Company may experience reduced orders, higher manufacturing costs, delays in
collecting accounts receivable, and additional warranty and service expenses.

Customer Concentration. Our historical customers have consisted primarily
of RBOCs, long distance service providers, wireless service providers, and
Resellers who sell to these customers. The market for the services provided by
the majority of these service providers has been influenced largely by the
passage and interpretation of the Telecommunications Act of 1996 (the "1996
Act"). Service providers require substantial capital for the development,
construction, and expansion of their networks and the introduction of their
services. The ability of service providers to fund such expenditures often
depends on their ability to budget or obtain sufficient capital resources. Over
the past several years, resources made available by these customers for capital
acquisitions have declined, particularly due to recent negative market
conditions in the United States. If the Company's current or potential service
provider customers cannot successfully raise the necessary funds, or if they
experience any other adverse effects with respect to their operating results or
profitability, their capital spending programs may be adversely impacted which
could materially adversely affect the Company's business, financial condition
and results of operations.

A small number of customers have historically accounted for a majority of the
Company's sales. See "Item 1. Business - Sales and Marketing". Sales to the
Company's top five customers accounted for 61%, 62% and 46% of sales in fiscal
2003, 2002 and 2001, respectively. There can be no assurance that the Company's
current customers will continue to place orders with the Company, that orders by
existing customers will continue at the levels of previous periods, or that the
Company will be able to obtain orders from new customers. GDC expects the
economic climate and conditions in the telecommunication equipment industry to
remain unpredictable in fiscal 2004, and possibly beyond. The loss of one or
more of our service provider customers, such as occurred during the past three
years through industry consolidation or otherwise, could have a material adverse
effect on our sales and operating results. A bankruptcy filing by one or more of
the Company's major customers could materially adversely affect the Company's
business, financial condition and results of operations.

11
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Dependence on Key Personnel. The Company's future success will depend to a
large extent on the continued contributions of its executive officers and key
management, sales, and technical personnel. Each of the Company's executive
officers, and key management, sales and technical personnel would be difficult
to replace. The Company does not have employment contracts with its key
employees. The Company implemented significant cost and staff reductions during
fiscal 2003, 2002 and 2001, which may make it more difficult to attract and
retain key personnel. The loss of the services of one or more of the Company's
executive officers or key personnel, or the inability to attract qualified
personnel, could delay product development cycles or otherwise could have a
material adverse effect on the Company's business, financial condition and
results of operations.

Dependence on Key Suppliers and Component Availability. The Company
generally relies upon several contract manufacturers to assemble finished and
semi-finished goods. The Company's products use certain components, such as
microprocessors, memory chips and pre-formed enclosures that are acquired or
available from one or a limited number of sources. Component parts that are
incorporated into board assemblies are sourced directly by the company from
suppliers. The Company has generally been able to procure adequate supplies of
these components in a timely manner from existing sources. While most components
are standard items, certain application-specific integrated circuit chips used
in many of the Company's products are customized to the Company's
specifications. None of the suppliers of components operate under contract.
Additionally, availability of some standard components may be affected by market
shortages and allocations. The Company's inability to obtain a sufficient
quantity of components when required, or to develop alternative sources due to
lack of availability or degradation of quality, at acceptable prices and within
a reasonable time, could result in delays or reductions in product shipments
which could materially affect the Company's operating results in any given
period. In addition, as referenced above the Company relies heavily on
outsourcing subcontractors for production. The inability of such subcontractors
to deliver products in a timely fashion or in accordance with the Company's
quality standards could materially affect the Company's operating results and
business.

The Company uses internal forecasts to manage its general finished goods and
components requirements. Lead times for materials and components may vary
significantly, and depend on factors such as specific supplier performance,
contract terms, and general market demand for components. If orders vary from
forecasts, the Company may experience excess or inadequate inventory of certain
materials and components, and suppliers may demand longer lead times and higher
prices. From time to time, the Company has experienced shortages and allocations
of certain components, resulting in delays in fulfillment of customer orders.
Such shortages and allocations may occur in the future, and could have a
material adverse effect on the Company's business, financial condition and
results of operations.

Fluctuations in Quarterly Operating Results. The Company's sales are
subject to quarterly and annual fluctuations due to a number of factors
resulting in more variability and less predictability in the Company's
quarter-to-quarter sales and operating results. As a small number of customers
have historically accounted for a majority of the Company's sales, order
volatility by any of these major customers has had and may have an impact on the
Company in the prior, current and future fiscal years.
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Most of the Company's sales require short delivery times. The Company's ability
to affect and judge the timing of individual customer orders is limited. Large
fluctuations in sales from quarter-to-quarter could be due to a wide variety of
factors, such as delay, cancellation or acceleration of customer projects, and
other factors discussed below. The Company's sales for a given quarter may
depend to a significant degree upon planned product shipments to a single
customer, often related to specific equipment or service deployment projects.
The Company has experienced both acceleration and slowdown in orders related to
such projects, causing changes in the sales level of a given quarter relative to
both the preceding and subsequent quarters.

Delays or lost sales can be caused by other factors beyond the Company's
control, including late deliveries by the third party subcontractors the Company
is using to outsource its manufacturing operations and by vendors of components
used in a customer's products, slower than anticipated growth in demand for the
Company's products for specific projects or delays in implementation of projects
by customers and delays in obtaining regulatory approvals for new services and
products. Delays and lost sales have occurred in the past and may occur in the
future. The Company believes that sales in the past have been adversely impacted
by merger and restructuring activities by some of its top customers. These and
similar delays or lost sales could materially adversely affect the Company's
business, financial condition and results of operations. See "Customer
Concentration" and "Dependence on Key Suppliers and Component Availability".

The Company's backlog at the beginning of each quarter typically is not
sufficient to achieve expected sales for that quarter. To achieve its sales
objectives, the Company is dependent upon obtaining orders in a quarter for
shipment in that quarter. Furthermore, the Company's agreements with certain of
its customers typically provide that they may change delivery schedules and
cancel orders within specified timeframes, typically up to 30 days prior to the
scheduled shipment date, without significant penalty. Some of the Company's
customers have in the past built, and may in the future build, significant
inventory in order to facilitate more rapid deployment of anticipated major
projects or for other reasons. Decisions by such customers to reduce their
inventory levels could lead to reductions in purchases from the Company in
certain periods. These reductions, in turn, could cause fluctuations in the
Company's operating results and could have an adverse effect on the Company's
business, financial condition and results of operations in the periods in which
the inventory is reduced.

Operating results may also fluctuate due to a variety of factors, including
market acceptance of the Company's new InnovX line of products, delays in new
product introductions by the Company, market acceptance of new products and
feature enhancements introduced by the Company, changes in the mix of products
and or customers, the gain or loss of a significant customer, competitive price
pressures, changes in expenses related to operations, research and development
and marketing associated with existing and new products, and the general
condition of the economy.

All of the above factors are difficult for the Company to forecast, and these or
other factors can materially and adversely affect the Company's business,
financial condition and results of operations for one quarter or a series of
quarters. The Company's expense levels are based in part on its expectations
regarding future sales and are fixed in the short term to a certain extent.
Therefore, the Company may be unable to adjust spending in a timely manner to
compensate for any unexpected shortfall in sales. Any significant decline in
demand relative to the Company's expectations or any material delay of customer
orders could have a material adverse effect on the Company's business, financial
condition, and results of operations. There can be no assurance that the Company
will be able to sustain profitability on a quarterly or annual basis. In
addition, the Company has had, and in some future quarter may have operating
results below the expectations of public market analysts and investors. In such
event, the price of the Company's Common Stock would likely be materially and
adversely affected. See "Potential Volatility of Stock Price".
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Competition. The market for telecommunications network access equipment
addressed by the Company's SpectraComm, InnovX and TMS/OCM product families can
be characterized as highly competitive, with intensive equipment price pressure.
This market is subject to rapid technological change, wide-ranging regulatory
requirements, the entrance of low cost manufacturers and the presence of
formidable competitors that have greater name recognition and financial
resources. Certain technology such as the V.34 and DSU/CSU portion of the
SpectraComm and InnovX lines are not considered new and the market has
experienced decline in recent years.

Industry consolidation could lead to competition with fewer, but stronger
competitors. In addition, advanced termination products are emerging, which
represent both new market opportunities, as well as a threat to the Company's
current products. Furthermore, basic line termination functions are increasingly
being integrated by competitors, such as Cisco, Lucent Technologies, Inc. and
Nortel Networks, into other equipment such as routers and switches. To the
extent that current or potential competitors can expand their current offerings
to include products that have functionality similar to the Company's products
and planned products, the Company's business, financial condition and results of
operations could be materially adversely affected. Many of the Company's current
and potential competitors have substantially greater technical, financial,
manufacturing and marketing resources than the Company. In addition, many of the
Company's competitors have long-established relationships with network service
providers. There can be no assurance that the Company will have the financial
resources, technical expertise, manufacturing, marketing, distribution and
support capabilities to compete successfully in the future.

Rapid Technological Change. The network access and telecommunications
equipment markets are characterized by rapidly changing technologies and
frequent new product introductions. The rapid development of new technologies
increases the risk that current or new competitors could develop products that
would reduce the competitiveness of the Company's products. The Company's
success will depend to a substantial degree upon its ability to respond to
changes in technology and customer requirements. This will require the timely
selection, development and marketing of new products and enhancements on a
cost-effective basis. The development of new, technologically advanced products
is a complex and uncertain process, requiring high levels of innovation. The
Company may need to supplement its internal expertise and resources with
specialized expertise or intellectual property from third parties to develop new
products.

Furthermore, the communications industry is characterized by the need to design
products that meet industry standards for safety, emissions and network
interconnection. With new and emerging technologies and service offerings from
network service providers, such standards are often changing or unavailable. As
a result, there is a potential for product development delays due to the need
for compliance with new or modified standards. The introduction of new and
enhanced products also requires that the Company manage transitions from older
products in order to minimize disruptions in customer orders, avoid excess
inventory of old products and ensure that adequate supplies of new products can
be delivered to meet customer orders. There can be no assurance that the Company
will be successful in developing, introducing or managing the transition to new
or enhanced products, or that any such products will be responsive to
technological changes or will gain market acceptance. The Company's business,
financial condition and results of operations would be materially adversely
affected if the Company were to be unsuccessful, or to incur significant delays
in developing and introducing such new products or enhancements. See "Dependence
on Legacy and Recently Introduced Products and New Product Development".
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Compliance with Regulations and Evolving Industry Standards. The market for
the Company's products is characterized by the need to meet a significant number
of communications regulations and standards, some of which are evolving as new
technologies are deployed. In the United States, the Company's products must
comply with various regulations defined by the Federal Communications Commission
and standards established by Underwriters Laboratories and Bell Communications
Research and new products introduced in the SpectraComm line will need to be
NEBS Certified. As standards continue to evolve, the Company will be required to
modify its products or develop and support new versions of its products. The
failure of the Company's products to comply, or delays in compliance, with the
various existing and evolving industry standards, could delay introduction of
the Company's products, which could have a material adverse effect on the
Company's business, financial condition and results of operations.

GDC May Require Additional Funding to Fund Operations. The Company emerged
from Chapter 11 bankruptcy on September 15, 2003. Under the plan of emergence,
the Company plans to pay all creditors 100% of their allowed claims based upon a
five year business plan. The ability to meet the objectives of this business
plan is directly affected by the factors described in this section "Risk
Factors". The Company cannot assure investors that it will be able to obtain new
customers or to generate the increased revenues required to meet our business
plan objectives. In addition, in order to execute the business plan, the Company
may need to seek additional funding through public or private equity offerings,
debt financings or commercial partners. The Company cannot assure investors that
it will obtain funding on acceptable terms, if at all. If the Company is unable
to generate sufficient revenues or access capital on acceptable terms, it may be
required to (a) obtain funds on unfavorable terms that may require the Company
to relinquish rights to certain of our technologies or that would significantly
dilute our stockholders and/or (b) significantly scale back current operations.
Either of these two possibilities would have a material adverse effect on the
Company's business, financial condition and results of operations.

Risks Associated With Entry into International Markets. The Company to date
has had minimal direct sales to customers outside of North America since 2001.
The Company has little recent experience in international markets with the
exception of a few direct customers and resellers/integrators. The Company
intends to expand sales of its products outside of North America and to enter
certain international markets, which will require significant management
attention and financial resources. Conducting business outside of North America
is subject to certain risks, including longer payment cycles, unexpected changes
in regulatory requirements and tariffs, difficulties in supporting foreign
customers, greater difficulty in accounts receivable collection and potentially
adverse tax consequences. To the extent any Company sales are denominated in
foreign currency, the Company's sales and results of operations may also be
directly affected by fluctuations in foreign currency exchange rates. In order
to sell its products internationally, the Company must meet standards
established by telecommunications authorities in various countries, as well as
recommendations of the Consultative Committee on International Telegraph and
Telephony. A delay in obtaining, or the failure to obtain, certification of its
products in countries outside the United States could delay or preclude the
Company's marketing and sales efforts in such countries, which could have a
material adverse effect on the Company's business, financial condition and
results of operations.

Risk of Third Party Claims of Infringement. The network access and
telecommunications equipment industries are characterized by the existence of a
large number of patents and frequent litigation based on allegations of patent
infringement. From time to time, third parties may assert exclusive patent,
copyright, trademark and other intellectual property rights to technologies that
are important to the Company. The Company has not conducted a formal patent
search relating to the technology used in its products, due in part to the high
cost and limited benefits of a formal search. In addition, since patent
applications in the United States are not publicly disclosed until the related
patent is issued and foreign patent applications generally are not publicly
disclosed for at least a portion of the time that they are pending, applications
may have been filed which, if issued as patents, could relate to the Company's
products. Software comprises a substantial portion of the technology in the
Company's products. The scope of protection accorded to patents covering
software-related inventions is evolving and is subject to a degree of
uncertainty which may increase the risk and cost to the Company if the Company
discovers third party patents related to its software products or if such
patents are asserted against the Company in the future.
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The Company may receive communications from third parties asserting that the
Company's products infringe or may infringe the proprietary rights of third
parties. In its distribution agreements, the Company typically agrees to
indemnify its customers for any expenses or liabilities resulting from claimed
infringements of patents, trademarks or copyrights of third parties. In the
event of litigation to determine the validity of any third-party claims, such
litigation, whether or not determined in favor of the Company, could result in
significant expense to the Company and divert the efforts of the Company's
technical and management personnel from productive tasks. In the event of an
adverse ruling in such litigation, the Company might be required to discontinue
the use and sale of infringing products, expend significant resources to develop
non-infringing technology or obtain licenses from third parties. There can be no
assurance that licenses from third parties would be available on acceptable
terms, if at all. In the event of a successful claim against the Company and the
failure of the Company to develop or license a substitute technology, the
Company's business, financial condition, and results of operations could be
materially adversely affected.

Limited Protection of Intellectual Property. The Company relies upon a
combination of patent, trade secret, copyright, and trademark laws and
contractual restrictions to establish and protect proprietary rights in its
products and technologies. The Company has been issued certain U.S. and Canadian
patents with respect to certain products. There can be no assurance that third
parties have not or will not develop equivalent technologies or products without
infringing the Company's patents or that a court having jurisdiction over a
dispute involving such patents would hold the Company's patents valid,
enforceable and infringed. The Company also typically enters into
confidentiality and invention assignment agreements with its employees and
independent contractors, and non-disclosure agreements with its suppliers,
distributors and appropriate customers so as to limit access to and disclosure
of its proprietary information. There can be no assurance that these statutory
and contractual arrangements will deter misappropriation of the Company's
technologies or discourage independent third-party development of similar
technologies. In the event such arrangements are insufficient, the Company's
business, financial condition and results of operations could be materially
adversely affected. The laws of certain foreign countries in which the Company's
products are or may be developed, manufactured or sold may not protect the
Company's products or intellectual property rights to the same extent as do the
laws of the United States and thus, make the possibility of misappropriation of
the Company's technology and products more likely.

Potential Volatility of Stock Price. The trading price of the Company's
Common Stock may be subject to wide fluctuations in response to
quarter-to-quarter variations in operating results, announcements of
technological innovations or new products by the Company or its competitors,
developments with respect to patents or proprietary rights, general conditions
in the telecommunication network access and equipment industries, changes in
earnings estimates by analysts, or other events or factors. In addition, the
stock market has experienced extreme price and volume fluctuations, which have
particularly affected the market prices of many technology companies and which
have often been unrelated to the operating performance of such companies.
Company-specific factors or broad market fluctuations may materially adversely
affect the market price of the Company's Common Stock. The Company has
experienced significant fluctuations in its stock price and share trading volume
in the past and may continue to do so.
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The Company is Controlled by a Small Number of Stockholders and Certain
Creditors. In particular, Mr. Modlin, Chairman of the Board and Chief Executive
Officer, and President of Weisman Celler Spett & Modlin, P.C., legal counsel for
the Company, owns approximately 70% of the Company's outstanding shares of Class
B stock. Furthermore, Mr. Modlin is also executor of the estate of Mr. Charles
P. Johnson, the former Chairman of the Board and Chief Executive Officer, and
such estate owns approximately 27% of the outstanding shares of Class B stock.
Class B stock under certain circumstances has 10 votes per share in the election
of Directors. The Board of Directors is to consist of no less than three and no
more than thirteen directors, one of which may be designated by the Creditors
Committee (and thereafter the Trustee). The holders of the 9% Preferred Stock
are presently entitled to designate two directors until all arrears on the
dividends on such 9% Preferred Stock are paid in full. In addition, until the
Company's primary secured loan obligations are paid in full, the primary secured
lender, Ableco Finance LLC ("Ableco") is entitled to designate three directors
and, upon default in its loan, its affiliate shall have the right under the two
warrants it holds, to (i) acquire from 5% to 51% of the outstanding Commoon
Stock depending on the amount of the outstanding secured debt at such time and
(ii) acquire 10% of the outstanding Common Stock on a diluted basis. If Ableco's
loan is not repaid in full by September 15, 2006, the Trustee may designate two
more directors, and in the event of a payment default under the Debentures which
is not cured within 60 days after written notice, the Trustee shall be entitled
to select a majority of the Board of Directors. Accordingly, in the absence of a
default under Ableco's loan, or a payment default under the Debentures, Mr.
Modlin may be able to elect all members of the Board of Directors not designated
by the holders of the 9% Preferred Stock, Ableco and the Trustee and determine
the outcome of certain corporate actions requiring stockholder approval, such as
mergers and acquisitions of the Company. This level of ownership by such persons
and entities could have the effect of making it more difficult for a third party
to acquire, or of discouraging a third party from attempting to acquire, control
of the Company. Such provisions could limit the price that certain investors
might be willing to pay in the future for shares of the Company's Common Stock,
thereby making it less likely that a stockholder will receive a premium in any
sale of shares. To date, the holders of the 9% Preferred Stock and Ableco have
not designated any directors.

ITEM 2. PROPERTIES
The principal facilities of the Company are as follows:

Naugatuck, Connecticut -- executive offices headquarters, a 360,000
square foot facility owned by the Company
(approximately 66% is vacant). The Company is
currently actively trying to sell this
property. If such sale were to occur, the
Company would intend to lease appropriate
facilities in the same geographical area.

ITEM 3. LEGAL PROCEEDINGS

Reference is made to Item 1 of this Form 10-K, "Plan of Reorganization Approval
and Effectiveness".
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable.

PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS.

The Company's common stock is quoted on The Pink Sheets under the symbol "GNRD".
The following table sets forth the range of high and low sales prices for the
Company's common stock for the periods indicated since October 1, 2001,
reflective of the 1 for 10 split:

Fiscal 2002 High Low

First Quarter 1.50 0.20
Second Quarter 0.35 0.01
Third Quarter 2.40 0.01
Fourth Quarter 0.90 0.20
Fiscal 2003 High Low
First Quarter 0.80 0.20
Second Quarter 0.30 0.10
Third Quarter 2.50 0.23
Fourth Quarter 4.04 1.50

As of December 15, 2003, the Company had 392 common stockholders of record. The
closing sales price of the Company's common stock on December 15, 2003 was $1.74
per share.

Dividend Policy

The Company has never paid cash dividends. GDC cannot declare or pay any
dividends on our common stock in the foreseeable future due to restrictions in
loan agreements and provisions governing the 9% Preferred Stock until all
arrearages are paid in full. In any event, the Company intends to retain all
earnings, if any, to invest in operations.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data should be read in conjunction with our
financial statements and related notes and "Management's Discussion and Analysis
of Financial Condition and Results of Operations" appearing elsewhere in this
Annual Report on Form 10-K. The selected financial data set forth below as of
September 30, 2003, and the statements of operations data for the year then
ended are derived from our financial statements, which have been audited by
Eisner LLP, independent public accountants, and are included elsewhere in this
Annual Report on Form 10-K. The selected financial data for fiscal years 1999
through 2002 was derived from our financial statements that were audited by
PricewaterhouseCoopers LLP (PwC), who declined to stand for re-election as
independent accountants for the Company with respect to the audit of the
Company's financial statements as of and for the year ended September 30, 2003.
A copy of the report issued by PwC on our financial statements as of September
30, 2002 and for each of the two years in the period ended September 30, 2002 is
included elsewhere in this Annual Report on Form 10-K. The historical results
are not necessarily indicative of the results we expect for future periods.
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General DataComm Industries,

<TABLE>

<CAPTION>

(In thousands except share data)
Years ended September 30,

<S>

Revenues:
Net sales
Service revenue

Cost of revenues:
Cost of product sales
Cost of service revenue

Gross margin

Operating expenses:
Selling, general and administrative
Research and product development
Impairment and restructuring charges

Operating income (loss)
Other income (expense):
Interest expense (contractual interest of $4,097
in 2003 and $5,097 in 2002).
Other financial expenses
Gain on early extinguishment of mortgage debt
Gain on sale of multimedia division
Gain on sale of service division
Gain on sale of technology division
Debt conversion expense
Gain on sale of real estate
Gain on legal settlements
Other, net

Income (loss) from continuing operations before
reorganization items and income taxes

Reorganization items:
Professional fees
Claims adjustments
Gain on debt restructuring

Income (loss)
income taxes

from continuing operations before

Income tax provision

Income (loss) from continuing operations

Income (loss) from discontinued operations, net

of income taxes

Net income (loss)
Dividends applicable to preferred stock

Net income (loss)
Class B stock

applicable to common and

Basic and diluted earnings (loss)
From continuing operations
From discontinued operations taxes

per share:

Total

Average number of common and Class B
shares outstanding, basic and diluted

</TABLE>
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Inc.

and Subsidiaries
Consolidated Statements of Operations

2003 2002 2001 2000 1999

<C> <C> <C> <C> <C>

$ 23,905 $ 27,681  $ 59,874 $ 114,941 $ 120,153

- - 33,438 48,807 46,676

23,905 27,681 93,312 163,748 166,829

10,968 15,178 59,391 73,589 72,139

- - 29,108 36,140 32,538

10,968 15,178 88,499 109,729 104,677

12,937 12,503 4,813 54,019 62,152

8,744 7,721 35,873 56,935 59,785

3,082 3,600 11,964 20,490 26,581

- (446) 39,583 2,000 2,000

11,826 10,875 87,420 79,425 88,366

1,111 1,628 (82,607) (25,406) (26,214)

(4,213) (3,399) (8,912) (8,660) (6,998)

(2,202) - - - _

- 1,967 - - -

- - 2,863 - -

- - 11,289 - -

- - - - 9,001

_ - - (2,403) -

329 919 - - -

7,182 - 5,000 - -

177 342 (475) 573 241

1,273 (171) 9,765 (10, 490) 2,244

2,384 1,457 (72,842) (35,896) (23,970)

(3,462) (3,032) - - _

429 495 - - -

5,283 - - - -

2,250 (2,537) - - _

4,634 (1,080) (72,842) (35,896) (23,970)

10 10 100 1,800 1,150

4,624 (1,090) (72,942) (37,696) (25,120)

- - (592) 757 2,514

4,624 (1,090) (73,534) (36,939) (22,606)

(1,910) (1,914) (1,990) (1,343) (1,800)

$ 2,714 3 824 $  (75,524) $ (38,282)  $ (24,406)

$ 0.80 B (0.89) s (23.73)  $ (15.40)  $ (12.35)

- - (0.19) 0.30 1.15

$ 0.80 B (0.89) 3 (23.92)  $ (15.10)  § (11.20)

3,401,295 3,380,474 3,157,864 2,540,000 2,185,700
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Five-Year Selected Financial Data
(in thousands)

<TABLE>
<CAPTION>
2003 2002 2001

<S> <C> <C> <C> <C>

Balance Sheet and Other Data:
Unrestricted Cash and Cash Equivalents S 2,113 $ 3,235 S 766 S
Total Current Assets 11,626 16,428 29,509
Total Current Liabilities 13,227 66,026 86,234
Working Capital (Deficit) (1,601) (49,598) (56,725)
Total Assets 15,939 22,688 43,986
Long-term Debt, including current portion 39,817 30,986 48,964
Total Liabilities 52,698 66,026 86,234
Redeemable 5% Preferred Stock 1,825 2,825 2,875
Stockholders' Equity (Deficit) (38,584) (46,163) (45,123)
Employees, end of year 111 112 210

</TABLE>

Summarized Quarterly Financial Data (Unaudited)

The following table presents unaudited quarterly operating results for each of
the Company's last eight fiscal quarters. This unaudited information has been
prepared by the Company on a basis consistent with the Company's audited
financial statements and includes all adjustments, consisting of normal
recurring adjustments, that the Company considers necessary for a fair
presentation of the data. Reference is made to PricewaterhouseCooper's Report of
Independent Accountants presented in Item 8 of this Fom 10-K.

(in thousands, except per share amounts)

<TABLE>
<CAPTION>
Fiscal 2003
Q4 Q3 Q2 Q1
<S> <C> <C> <C> <C>
Results of Operations Data:
Revenues $ 6,074 $ 6,992 $ 5,983 $ 4,856
Gross profit 3,649 3,732 2,969 2,587
Operating expenses 4,194 2,629 2,437 2,566
Operating income (loss) (545) 1,103 532 21
Net income (loss) 5,574 (655) (1,175) 880
Net income (loss) per share:
basic and diluted $ 1.50 $ (0.33) $ (0.49) $ 0.12
</TABLE>
<TABLE>
<CAPTION>
Fiscal 2002
04 Q3 Q2 Q1
<S> <C> <C> <C> <C>
Results of Operations Data:
Revenues S 5,835 $ 6,922 S 7,069 S 7,855
Gross profit 2,924 3,061 3,075 3,443
Operating expenses 2,234 2,763 2,769 3,109
Operating income (loss) 690 298 306 334
Net income (loss) 999 (465) (1,332) (292)
Net income (loss) per share:
basic and diluted $ 0.15 $ (0.28) $ (0.54) $ (0.23)
</TABLE>

21

3,572
70,753
100,512

(29,759)
133,083
54,982
106,920
5,000
21,163

1,019

$ 3,790
73,116
50,359
22,757

140,374
69,065
118,281

22,093

1,099
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS.

THE FOLLOWING DISCUSSION AND ANALYSIS OF THE COMPANY'S FINANCIAL CONDITION AND
THE RESULTS OF OPERATIONS SHOULD BE READ IN CONJUNCTION WITH THE "SELECTED
FINANCIAL DATA" AND FINANCIAL STATEMENTS AND RELATED NOTES APPEARING ELSEWHERE
IN THIS ANNUAL REPORT ON FORM 10-K.

THIS ANNUAL REPORT ON FORM 10-K CONTAINS FORWARD-LOOKING STATEMENTS WITHIN THE
MEANING OF SECTION 21E OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED. FOR
THIS PURPOSE, STATEMENTS CONTAINED HEREIN THAT ARE NOT STATEMENTS OF HISTORICAL
FACT MAY BE DEEMED TO BE FORWARD-LOOKING STATEMENTS. WITHOUT LIMITING THE
FOREGOING, THE WORDS "BELIEVES", "ANTICIPATES", "PLANS", "EXPECTS" AND SIMILAR
EXPRESSIONS ARE INTENDED TO IDENTIFY FORWARD-LOOKING STATEMENTS. THESE
FORWARD-LOOKING STATEMENTS INVOLVE RISKS AND UNCERTAINTIES AND ARE NOT
GUARANTEES OF FUTURE PERFORMANCE. ACTUAL RESULTS MAY DIFFER MATERIALLY FROM
THOSE INDICATED IN SUCH FORWARD-LOOKING STATEMENTS AS A RESULT OF CERTAIN
FACTORS INCLUDING, BUT NOT LIMITED TO, THOSE SET FORTH UNDER THE HEADING "RISK
FACTORS" IN ITEM 1 TO THIS FORM 10-K.

Overview

From 1994 through 2002, the Company incurred significant net losses and as of
September 30, 2003, the most recent fiscal year end, had an accumulated deficit
of $235.8 million. The majority of the Company's operating losses have resulted
from costs incurred developing and marketing Asynchronous Transfer Mode ("ATM")
technology in the former Broadband Systems Division ("BSD").

After implementing a number of restructuring and cost reduction programs in an
attempt to better align our operating cost structure with revenues, in 2001
three of the Company's business units were actively marketed for sale with the
objective of reducing outstanding debt and providing additional liquidity.

Between June and August 2001, three of the Company's four operating divisions
representing a significant portion of the assets of the Company, including BSD,
were sold. However, due to the impact of a general economic downturn and a
decline in the telecommunication industry in particular, the Company did not
realize sufficient proceeds from the sales to satisfy its secured debtors.
Revenues of divisions sold constituted 59% of consolidated revenues in fiscal
2001. By the end of fiscal 2001 the number of employees declined to 210
employees from 1,019 at the beginning of the year. Further cost-saving
reductions were implemented in fiscal 2002 and 2003 which reduced headcount to
111 employees at September 30, 2003.

On November 2, 2001 General DataComm Industries Inc. and its domestic
subsidiaries ("the Debtors") filed a voluntary petition for relief under Chapter
11 of Title 11 of the United States Code, 11 U.S.C. Section 101 et seq. (the
"Bankruptcy Code") of the Bankruptcy Code in the United States Bankruptcy Court
for the District of Delaware. The Company continued in possession of its
properties and the management of its business as debtors in possession pursuant
to sections 1107 and 1108 of the Bankruptcy Code.

During the year ended September 30, 2002, and in the aftermath of the sales of
three of its business units, the Company consolidated its remaining operations
into its owned facility in Naugatuck, Connecticut, and downsized its staff and
operating assets to more properly reflect current operating requirements for its
one remaining business unit.
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On April 29, 2003, the Debtors and its secured lenders (the "Lenders") filed
their Amended Joint Plan of Reorganization Under Chapter 11 of the Bankruptcy
Code (as amended, the "Plan") and accompanying disclosure statement (the
"Disclosure Statement"), both of which set forth the consensual Chapter 11 plan
that was agreed upon by and between the Lenders, the Creditors Committee and the
Debtors. On June 24, 2003, the Court authorized the Debtors to commence the
solicitation process for the approval of the Plan including mailing of the
Disclosure Statement. On August 5, 2003, the Court entered an order confirming
the Plan. The Plan became effective on September 15, 2003 (the "Effective
Date") .

Results of Operations - Fiscal Years Ended September 30, 2003, 2002 and 2001

The Company's revenues were $23.9 million in fiscal 2003, down from $27.7
million in fiscal 2002, and the Company is operating on internally generated
cash flows only. No additional loan proceeds are available under the Company's
loan agreement and the lenders have a security interest in all assets of the
Company which substantially limits any ability to attract new financings without
the approval of the lenders or without replacing the entire existing loan
agreement. Furthermore, the Company is required to make monthly payments of
principal ($250,000) and interest (currently approximately $85,000) to its
secured lenders.

The Company's net revenues in fiscal 2003 and 2002 reflects the unstable
environment that the Company experienced while operating in Chapter 11.
Management efforts were focused on stabilizing relationships with customers and
suppliers, on managing cash flows and liquidating non-core assets, and
ultimately on emerging from Chapter 11 on September 15, 2003.

The Company has over the preceding two years demonstrated the ability to
generate cash flows from operations, and at the same time introduced new
products, re-established customer relationships and introduced manufacturing
cost efficiencies. However, the ability of the Company to generate sufficient
operating cash flow is dependent on achieving satisfactory revenue levels,
customer collections, new product and product feature development, ability to
operate with minimal investment in capital equipment and software and other
significant risks. Reference is made to Item 1, "Risk Factors" and the
"Liquidity" section below in this Form 10-K for further discussion of these
items.

The Company's net revenues in fiscal 2003 and 2002 were derived from the sale of
network access and wide area network equipment. The majority of the sales
(approximately 85%) were provided by the Company's legacy products, primarily
analog and digital data sets. The Company anticipates that net sales from legacy
products will decline over the next several years while sales of new products
will increase over the same period with significant fluctuations possible and
without assurance that sales of new products will increase over the same period.

Approximately 41% of sales of products have historically been through
distributors. Such distributors are responsible for warehousing products and
fulfilling product orders as well as identifying potential service provider
customers. In addition, significant portions (approximately 48%) of the sales of
products are made through direct sales to service provider customers.

The Company's results from operations have and may continue to fluctuate
significantly from period-to-period in the future. As a result, the Company
believes that period-to-period comparisons of its financial results should not
be relied upon as an indication of future performance.
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Revenues

Year Ended September 30,

(in thousands) 2003 2002 2001

Revenues S 23,905 S 27,681 $ 93,312

Revenues for fiscal 2003 decreased 14% to $23,905,000 from revenues of
$27,681,000 in fiscal 2002. This decrease was predominately the result of lower
unit sales attributable to reduced capital spending by large telecommunication
infrastructure customers in the United States. This decline began in fiscal 2001
due to economic and industry-wide factors, including financial constraints
affecting customers and over-capacity in our customers' markets. The Company
anticipates that the current reduced capital spending levels by its customers
will continue to affect sales until an overall recovery in the
telecommunications market begins, which is not expected to significantly change
in 2004. Accordingly, the ability to forecast future revenue trends in the
current environment is difficult.

The Company's business is characterized by a concentration of sales to a limited
number of key customers. Sales to the Company's top five customers accounted for
61%, 62% and 46% of product sales in fiscal 2003, 2002 and 2001, respectively.
The Company's five largest customers in fiscal 2003 were Bell Canada, Verizon,
Sunbelt Telecommunications, Inc., Qwest Communications and Thomas Technologies.
See "Risk Factors" in Item 1 of this Form 10-K.

The Company sells its products primarily in the United States through a direct
sales force and through a variety of resellers, value-added resellers,
integrators and distributors. Sales to resellers, value-added resellers,
integrator and distributors accounted for approximately 37% of sales in fiscal
2003, as compared to approximately 46% in fiscal 2002 and 43% in fiscal 2001. In
fiscal 2003, direct sales outside of North America were not significant.

Fiscal 2001 revenues include $31,644,000 (34%) of revenues from the Vital
Network Services Division and $23,494,000 (25%) from the Broadband Systems
Division, both of which were sold in fiscal 2001.

Gross Profit

Year Ended September 30,

(in thousands) 2003 2002 2001
Gross profit $ 12,937 $ 12,503 S 4,813
Percentage of revenues 54.1% 45.2% 5.2%

Gross profit, as a percentage of sales, in fiscal 2003 was 54.1% as compared to
45.2% in fiscal 2002 and 5.2% in fiscal 2001. The increase in gross profit
margin in fiscal year 2003 was attributable to lower negotiated material
component costs, lower subcontractor assembly costs and the benefit from cost
reduction measures enacted during fiscal 2003 and 2002.
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The increase in gross profit margin in fiscal 2002 compared to fiscal 2001 was
primarily due to the change in the nature of the business that resulted toward
the end of fiscal 2001 when three of the Company's four operating divisions were
sold. In addition, in fiscal 2001 the Company recorded impairment and
restructuring charges affecting inventory in cost of sales of $15,891,000, which
had the effect of reducing gross profit as a percentage of sales by 17%.

In future periods, the Company's gross profit will vary depending upon a number
of factors, including the mix of products sold, the cost of products
manufactured at subcontract facilities, the channels of distribution, the price
of products sold, discounting practices, price competition, increases in
material costs and changes in other components of cost of sales. As and to the
extent the Company introduces new products, it is possible that such products
may have lower gross profit margins than other established products in higher
volume production. Accordingly, gross profit as a percentage of sales may vary.

Selling, General and Administrative

<TABLE>
<CAPTION>
Year Ended September 30,
(in thousands) 2003 2002 2001
<S> <C> <C> <C>
Selling, general and administrative s 8,744 S 7,721 S 35,873
Percentage of sales 36.6% 27.9% 38.4%
</TABLE>

The Company's selling, general and administrative ("SG&A") expenses increased to
$8,744,000, or 36.6% of sales in fiscal 2003 from $7,721,000, or 27.9% of sales
in fiscal 2002. The increase in fiscal 2003 from fiscal 2002 was due primarily
to the value attributed to stock grants and awards to employees and directors
upon the Company's successful emergence from Chapter 11 bankruptcy proceedings
in September 2003. Such stock grants and awards, totaling $1,923,000, did not
involve any cash outlay and were approved as part of the Company's plan of
reorganization. Excluding this compensation expense, SG&A declined $900,000 in
fiscal 2003 due to lower payroll costs of $660,000 from reductions in
commissions and numbers of employees, lower facility costs resulting from
consolidating operations in fiscal 2002 and other expense reduction efforts.

The significant decease of SG&A in fiscal 2002 from fiscal 2001 was due
primarily to the aforementioned sales of the Company's divisions. Over the three
year period, the number of SG&A employees was reduced to 53 (at September 30,
2003) from 532 (at September 30, 2000). The decrease in SG&A as a percentage of
sales in fiscal 2002 was due to the impact of divisions sold in fiscal 2001. The
Company expects that SG&A expenses will stabilize in fiscal 2004 and decrease as
a percentage of sales if higher sales volumes are achieved.

Research and Product Development

<TABLE>
<CAPTION>
Year Ended September 30,
(in thousands) 2003 2002 2001
<S> <C> <C> <C>
Research and product development S 3,082 S 3,600 S 11,964
Percentage of sales 12.9% 13.0% 12.8%
</TABLE>

Research and development ("R&D") expenses decreased to $3,082,000 or 12.9% of
sales in fiscal 2003 as compared to $3,600,000 or 13.0% of sales in fiscal 2002.
This decrease was due primarily to reductions in outside development costs in an
effort to reduce expenses in line with lower revenue levels. As a result, R&D
expense in fiscal 2003 as a percentage of sales compared to fiscal 2002 was
maintained at approximately the same level. The significant decrease in spending
in fiscal 2002 from fiscal 2001 was primarily due to the sale of three of the
Company's divisions toward the end of fiscal 2001. Over the three year period,
the number of R&D employees was reduced to 27 at September 30, 2003 from 170 at
September 30, 2000.
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Impairment and Restructuring Charges

During fiscal 2001, the Company completed a review of the realization of its
assets and its restructuring obligations due to uncertainty in the general
business environment, particularly the telecommunications markets. As a result
of this review, the Company recorded impairment and restructuring charges of
$55,474,000 (of which $15,891,000 was reflected as a component of cost of sales,
see above). These charges included an impairment charge related to the Company's
facility located in Naugatuck, Connecticut of $2,100,000, BSD asset impairments
of $37,302,000, Mexico subsidiary asset impairment of $1,546,000, property and
equipment impairments of $1,562,000, intangible asset impairments of $6,397,000,
facility consolidation costs of $4,694,000 and employee termination costs of
$1,873,000.

The Naugatuck, Connecticut facility was initially marketed for sale in fiscal
2001 and the impairment charge represents an adjustment to fair market value
based on available appraisal information. Similarly, BSD and the Mexico
subsidiary were actively being marketed for sale and the asset values were
adjusted to reflect the assessment of the ultimate fair market value realized.
In the aftermath of the actual sales of the divisions, operations were
consolidated which resulted in a writedown of excess property and equipment.
Employee termination costs reflected the implementation of workforce reductions
of approximately 300 positions resulting in costs required to satisfy employment
contracts and extended health benefits.

In fiscal 2002, and in conjunction with the Company's decision to file for
bankruptcy protection, the Company amended its facility consolidation plans so
as to abandon a leased facility and to instead consolidate operations in its
owned facility in Naugatuck, Connecticut, with such decision resulting in a
reduction in restructuring charges for facility consolidation costs of
$1,396,000 and additional impairment charges for property and equipment of
$950,000.

For further discussion refer to Note 3 to the Notes to Financial Statements
included in Item 8 of this Form 10-K.

Interest Expense

Interest expense increased to $4,213,000 in fiscal 2003 from $3,399,000 in
fiscal 2002 due to higher adequate protection payments (payments authorized by
the bankruptcy court to be made to secured lenders) while the Company operated
in Chapter 11. Interest expense decreased in fiscal 2002 from 2001 due to lower
principal balances on the Company's debt obligations resulting from the proceeds
of the sales of divisions toward the end of fiscal 2001 having been utilized to
reduce such debt obligations and the lower adequate protection payments made
versus the default rate of interest charged by the secured lenders in fiscal
2001.

Other Income (Expense)

In fiscal 2003, the Company settled legal claims in its favor in the amount of
$7,182,000.
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Other income in fiscal 2002 includes $919,000 from the sale of real estate in
Middlebury, Connecticut. In addition, in fiscal 2002 the Company negotiated a
reduction in and final payment of the mortgage on its Naugatuck, Connecticut
facility and recorded a gain of $1,967,000.

Other income in fiscal 2001 includes gains resulting from the sales of divisions
in the amount of $14,152,000 and a favorable legal settlement of $5,000,000.

Reorganization Items

Reorganization items include professional fees of $3,462,000 in fiscal 2003 and
$3,032,000 in fiscal 2002 associated with the Company's bankruptcy proceedings,
primarily related to the Company's unaffiliated legal advisors and the
Creditors' Committee's legal and financial advisors. Also included are claims
reductions of $429,000 in fiscal 2003 and $495,000 in fiscal 2002 as a result of
claims against the Company being reduced, through the bankruptcy proceedings.
The debt restructuring approved by the bankruptcy court resulted in a gain of
$5,283,000 in fiscal 2003.

Provision for Income Taxes

No federal income tax provisions or tax benefits were provided in fiscal 2003,
2002 and 2001 due to the valuation allowance provided against the net change in
deferred tax assets. The Company established a full valuation allowance against
its net deferred tax assets due to the uncertainty of realization of benefits of
the net operating loss carry forwards from prior years and the operating losses
incurred in fiscal 2001 and 2002. The Company has federal tax credit and net
operating loss carry forwards of approximately $12.2 million and $210.5 million,
respectively, as of September 30, 2003. Income tax provisions for fiscal 2003,
2002 and 2001 reflect minimum state taxes.

Income (Loss) from Discontinued Operations

Fiscal 2001 includes a net loss from discontinued operations of $592,000 as a
result of the discontinuance of the business of the Company's DataComm Leasing
business segment and the estimated future losses associated with that business.

Critical Accounting Policies

The Company's financial statements and accompanying notes are prepared in
accordance with generally accepted accounting principles in the United States of
America. Preparing financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets, liabilities, revenue
and expenses. Management bases its estimates and judgements on historical
experience and on various other factors that are believed to be reasonable under
the circumstances. Due to the inherent uncertainty involved in making estimates,
actual results reported in future periods might be based upon amounts that
differ from those estimates. The following represent what the Company believes
are among the critical accounting policies most affected by significant
management estimates and judgements. See Note 2 to Consolidated Financial
Statements in Item 8 of this Form 10-K for a summary of the Company's financial
accounting policies.

Revenue Recognition. The Company recognizes a sale when the product is shipped
and the following four criteria are met upon shipment: (1) persuasive evidence
of an arrangement exists; (2) title and risk of loss transfers to the customer;
(3) the selling price is fixed or determinable; and (4) collectibility is
reasonably assured. A reserve for future product returns is established at the
time of the sale based on historical return rates and return policies including
stock rotation for sales to distributors that stock the Company's products.
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Warranty Reserves - The Company offers warranties of various lengths to our
customers depending on the specific product and the terms of our customer
purchase agreements. Standard warranties require the Company to repair or
replace defective product returned during the warranty period at no cost to the
customer. An estimate for warranty related costs is recorded based on actual
historical return rates and repair costs at the time of sale. On an on-going
basis, management reviews these estimates against actual expenses and makes
adjustments when necessary. While warranty costs have historically been within
expectations of the provision established, there is no guarantee that the
Company will continue to experience the same warranty return rates or repair
costs as in the past. A significant increase in product return rates or the
costs to repair our products would have a material adverse impact on the
Company's operating results.

Impairment of Long-Lived Assets and Goodwill. The Company assesses the
impairment of long-lived assets and goodwill whenever events or changes in
circumstances indicate that the carrying value may not be recoverable under the
guidance prescribed by SFAS No.'s 144 and 142, respectively. The Company's
long-lived assets include, but are not limited to, real estate, property and
equipment and software licenses.

In fiscal 2001 the Company assessed the recoverability of its long-lived assets
and recorded impairment charges for (1) the buildings held for sale based on
real estate market information then available, (2) property and equipment based
on diminished requirements of the business remaining after the sales of
divisions, (3) capitalized software development costs based on discontinuance of
products and lower calculations of net realizable value, and (4) division and
subsidiary assets held for sale based on valuing agreements with ultimate buyers
of these businesses. In fiscal 2002, there was an additional impairment of
property and equipment due to a further consolidation of the business.

On September 30, 2003, real estate represents the only significant remaining
long-lived asset that has not been fully impaired.

Inventories. The Company values inventory at the lower of cost or market. Cost
is computed using standard cost, which approximates actual cost on a first-in,
first-out basis. Agreements with certain customers provide for return rights.
The Company is able to reasonably estimate these returns and they are accrued
for at the time of shipment. Inventory quantities on hand are reviewed on a
quarterly basis and a provision for excess and obsolete inventory is recorded
based primarily on product demand for the preceding twelve months. Historical
product demand may prove to be an inaccurate indicator of future demand in which
case the Company may increase or decrease the provision required for excess and
obsolete inventory in future periods. The Company has possession of inventory
from its former Broadband Systems Division that was sold in 2001 which has been
written off for financial reporting purposes. If the Company is able to sell
inventory in the future that has been previously written off such sales will
result in higher than normal gross margin.

Allowance for Doubtful Accounts. The Company estimates losses resulting from the
inability of our customers to make payments for amounts billed. The
collectability of outstanding invoices is continually assessed. Assumptions are
made regarding the customer's ability and intent to pay, and are based on
historical trends, general economic conditions and current customer data. Should
our actual experience with respect to collections differ from these assessments,
there could be adjustments to our allowance for doubtful accounts.
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Deferred Tax Assets. The Company has provided a full valuation allowance related
to its deferred tax assets. In the future, if sufficient evidence of the
Company's ability to generate sufficient future taxable income in certain tax
jurisdictions becomes apparent, the Company will be required to reduce its
valuation allowances, resulting in income tax benefits in the Company's
consolidated statement of operations. Management evaluates the realizability of
the deferred tax assets and assesses the need for the valuation allowance each
year.

Off Balance Sheet Arrangements. The Company has no off balance sheet
arrangements.

Recent Accounting Pronouncements

In June 2002, the FASB issued SFAS No. 146, Accounting for Costs Associated with
Exit or Disposal Activities. SFAS No. 146 supercedes EITF Issue 94-3. Under
Issue 94-3, a liability for an exit cost as defined in Issue 94-3 was recognized
at the date of an entity's commitment to an exit plan. This Statement eliminates
the definition and requirements for recognition of exit costs in Issue 94-3, and
concludes that an entity's commitment to a plan, by itself, does not create a
present obligation to others that meets the definition of a liability. This
Statement requires that a liability for a cost associated with an exit or
disposal activity be recognized when the liability is incurred. This Statement
also establishes that fair value is the objective for initial measurement of the
liability. The Company is required to apply the provisions of SFAS No. 146 to
exit or disposal activities that are initiated after December 31, 2002. The
adoption of this statement is expected to impact the timing of expenses in
future periods should the Company commit to additional exit or disposal
activities.

In December 2002, the FASB issued SFAS No. 148, Accounting for Stock-Based
Compensation - Transition and Disclosure - an Amendment of FAS 123, which is
effective for financial statements for fiscal years ending after December 15,
2002. This Statement amends FASB Statement No. 123, Accounting for Stock-Based
Compensation, to provide alternative methods of transition for a voluntary
change to the fair value based method of accounting for stock-based employee
compensation. In addition, this Statement amends the disclosure requirements of
Statement 123 to require prominent disclosures in both annual and interim
financial statements about the method of accounting for stock-based employee
compensation and the effect of the method used on reported results. The
disclosure requirements of SFAS No. 148 are included in Note 2 of Notes to
Consolidated Financial Statements included in Item 8 of this Form 10-K.

In December 2002, the FASB issued Interpretation No. 45 (FIN 45), Guarantor's
Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others. FIN 45 requires a guarantor to make
additional disclosures in its interim and annual financial statements regarding
the guarantor's obligations. In addition, FIN 45 requires, under certain
circumstances, that a guarantor recognize, at the inception of the guarantee, a
liability for the fair value of the obligation undertaken when issuing the
guarantee. The Company is not a guarantor and accordingly the adoption of FIN 45
does not currently have a material impact on the Company's financial position or
results of operations.

In January 2003, the FASB issued Interpretation No. 46, Consolidation of
Variable Interest Entities. This interpretation of Accounting Research Bulletin
No. 51 Consolidated Financial Statements, addresses consolidation of variable
interest entities. FIN 46 requires certain variable interest entities to be
consolidated by the primary beneficiary if the entity does not effectively
disperse risks among the parties involved. The provisions of FIN 46 are
effective immediately for those variable interest entities created after January
31, 2003. The provisions are effective for the first period beginning after
September 15, 2003, for those variable interests held prior to February 1, 2003.
The Company has no variable interest entities and accordingly the adoption of
this Interpretation does not currently have a material impact on the Company's
financial position or results of operations.
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In April 2003, the FASB issued SFAS 149, Amendment of Statement 133 on
Derivative Instruments and Hedging Activities, which amends SFAS 133 for certain
decisions made by the FASB Derivatives Implementation Group. In particular, SFAS
149 (1) clarifies under what circumstances a contract with an initial net
investment meets the characteristic of a derivative, (2) clarifies when a
derivative contains a financing component, (3) amends the definition of
underlying to conform it to language used in FASB interpretation number (FIN)
45, and (4) amends certain other existing pronouncements. SFAS 149 is effective
for contracts entered into or modified after June 30, 2003, and for hedging
relationships designated after June 30, 2003. In addition, most provisions of
SFAS 149 are to be applied prospectively. The Company has no derivative
contracts and accordingly the adoption of SFAS 149 does not currently have a
material impact on the Company's financial position or results of operations.

Liquidity and Capital Resources
September 30,

(in thousands) 2003 2002

Cash and cash equivalents S 2,113 S 3,235
Working capital (deficit) (1,601) (49,598)
Total assets 15,939 22,688
Long-term debt, including current portion 39,817 30,986
Other liabilities subject to compromise - 29,599
Total liabilities 52,698 66,026

2003 2002 2001
Net cash provided (used) by:
Operating activities S 2,671 S 5,599 S (6,479
Investing activities 4,162 13,300 9,608
Financing activities (7,630) (16,430) (5,935)

Note: Significant risk factors exist due to the Company's limited financial
resources and dependence on achieving future positive cash flows in order to
satisfy its obligations and avoid a default under its loan and debenture
obligations. See Item 1, "Risk Factors" for further discussion.

Cash Flows

Net cash provided by operating activities totaled $2.7 million in fiscal 2003.
Net income in fiscal 2003 was $4.6 million. Non-cash items included in net
income were expenses for depreciation of $0.2 million, stock compensation of
$2.0 million and other financial expense of $2.2 million, and gains on sale of
real estate of $0.3 million, on debt restructuring of $5.3 million, and gain on
legal settlements of $4.7 million. Reductions in accounts receivable ($0.1
million), reductions in inventories ($0.9 million), reductions in net assets of
discontinued operations ($0.6 million), increases in accounts payable and
accrued payroll-related costs ($0.9 million) and other changes ($1.5 million)
account for the $2.7 million in cash from operating activities. Inventory levels
decreased to approximately $4.7 million at September 30, 2003 from approximately
$5.6 million at September 30, 2002. The decrease was due to reduced purchasing
in 2003 as some of the on-hand inventory was sold to satisfy customer orders
instead of producing new goods. We do not anticipate that inventory levels will
continue to decline in fiscal 2004 due to purchases required to launch new
products.
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The cash generated from operating activities for fiscal 2002 of $5.6 million was
attributable to a net loss of $1.1 million adjusted for non-cash items:
depreciation expense of $0.4 million, impairment of property and equipment of
$1.0 million, the gain on sale of real estate of $0.9 million and a $2.0 million
gain on early extinguishment of debt. Accounts receivable collections
contributed $6.7 million due in large part to business units sold or transferred
in fiscal 2001. Inventories were reduced $1.6 million as the Company
concentrated on improving inventory turns. Net assets of discontinued operations
were reduced $1.7 million. Accounts payable and accrued payroll-related costs
were reduced $1.3 million also due to the business units sold or transferred in
fiscal 2001. Other changes required $0.5 million.

In fiscal 2001, net cash used by operating activities was $6.5 million, with a
net loss of $73.5 million increased for net non-cash items of $46.9 million
(depreciation and amortization of $12.2 million and asset impairments of $48.9
million, offset by a $14.2 million gain on sales of divisions) and for changes
in net current and long term assets of $20.1 million primarily due to the sale
or transfer of business units in fiscal 2001.

Cash provided by investing activities was $4.2 million for the year ended
September 30, 2003, compared to cash provided of $13.3 million for the year
ended September 30, 2002. Cash provided by investing activities in 2003 was the
result of the sale of the Company's UK real estate for net proceeds of $1.9
million and from the collection of $2.3 million of notes receivable related to
the sale and transfer of business units in fiscal 2001. In fiscal 2002 the
Company sold real estate in Middlebury, Connecticut and realized $6.8 million in
net proceeds. The Company also realized $6.5 million in notes receivable
collections. The $9.6 million of cash provided by investing activities in 2001
was due primarily to the net proceeds generated from the sale of the Company's
divisions, offset by the acquisition of equipment and internally developed
software.

Cash used by financing activities of $10.6 million in fiscal 2003, $16.4 million
in fiscal 2002 and $5.9 million in fiscal 2001 was attributable primarily to
payments of senior debt obligations in each such years.

Liquidity

The Company has virtually no current ability to borrow additional funds. It
must, therefore, fund operations from cash balances and cash generated from
operating activities. The Company has significant short-term obligations
including payment of professional fees and monthly payments of principal and
interest (currently such principal and interest totals approximately $335,000
each month) under its new agreement. Furthermore, the Company has significant
outstanding obligations to pay both interest and principal on total long-term
debt approximating $54.6 million (See the table and discussion on contractual
cash obligations below) .

The Company's failure to make required payments under the new loan agreement
would constitute an event of default. In addition, the Company is required to
meet a financial covenant to avoid an event of default. (see Note 6 to Notes to
Financial Statements included in Item 8 to this Form 10-K)

The ability of the Company to meet cash flow and loan covenant requirements is
directly affected by the factors described in Item 1 of this Form 10-K in the
section titled "Risk Factors". There can be no assurance that the Company will
be able to avoid a default on the new loan agreement. If there is such a
default, the senior secured lenders may accelerate payment of the outstanding
debt ($17.3 million at September 30, 2003) and foreclose on their security
interests which likely would require the Company to again file for bankruptcy
protection.
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The Company emerged from Chapter 11 bankruptcy on September 15, 2003. Under the
plan of emergence, the Company plans to pay all creditors 100% of their allowed
claims based upon a five year business plan. The ability to meet the objectives
of this business plan is directly affected by the factors described in the "Risk
Factors Section". The Company cannot assure investors that it will be able to
obtain new customers or to generate the increased revenues required to meet our
business plan objectives. In addition, in order to execute the business plan,
the Company may need to seek additional funding through public or private equity
offerings, debt financings or commercial partners. The Company cannot assure
investors that it will obtain funding on acceptable terms, if at all. If the
Company is unable to generate sufficient revenues or access capital on
acceptable terms, it may be required to (a) obtain funds on unfavorable terms
that may require the Company to relinquish rights to certain of our technologies
or that would significantly dilute our stockholders and/or (b) significantly
scale back current operations. Either of these two possibilities would have a
material adverse effect on the Company's business, financial condition and
results of operations.

In fiscal 2003 and 2002, operations were funded primarily through cash generated
from operations. Proceeds realized from sales and liquidations of non-core
assets were required to pay down the secured debt. In prior years the Company
had obtained cash from a combination of loans, convertible debt, and sales of
common and preferred stock.

At September 30, 2003 the Company's principal source of liquidity included cash
and cash equivalents of approximately $2.1 million compared to $3.2 million at
September 30, 2002. At September 30, 2003, the Company's working capital was a
deficit of approximately $1.6 million. Fiscal 2002's larger negative working
capital of $49.6 million reflects the classification of all debt as current
liabilities due to default conditions which had accelerated payment obligations.
This changed when the secured lenders agreed to a new loan agreement as part of
the Company's Plan of Reorganization from bankruptcy and new 10% Debentures
issued by the Company to its unsecured creditors. See Note 6, the section on
"New Loan Agreement" of Notes to Consolidated Financial Statements included in
Item 8 in this Form 10-K.

The Company has significant unpaid professional fees ($2.1 million) at September
30, 2003 that are expected to be paid early in fiscal 2004. These include
independent auditors' fees, tax return preparation fees and remaining bankruptcy
attorney fees. In order to meet these and other future payments, the Company's
financial projections anticipate that revenue growth combined with minimal
inventory and capital asset investment will be required to sustain operations.

Because our operating results fluctuate significantly due to decreases in
customer demand or decreases in the acceptances of our future products, the
Company may be unable to generate positive cash flow from operations. Should the
need arise, it may become necessary to borrow additional funds or otherwise
raise additional capital. However, since the Company does not have any source of
additional funds or capital in place, any such requirement could have a material
adverse effect on the Company. See "Risk Factors" in Item 1 to this Form 10-K.

As a result of the potential liquidity and cash flow risks described above, the
Company's independent auditors for fiscal 2003 have expressed uncertainity about
the Company's ability to continue as a going concern in their opinion on the
Company's financial statements.

Management has responded to such risks as part of an ongoing strategy by
restructuring its sales force, increasing factory shutdown time, containing
expenses and reducing the size of the employee workforce. In addition, on
December 30, 2003 the Company obtained $600,000 from loans from related parties
to be used for working capital and general purposes (see Note 16 of the Notes to
Consolidated Financial Statements included in Item 8 in this Form 10-K). The
Company also is actively marketing for sale its land and building and pursuing
other asset recoveries, the proceeds of which would be used to reduce secured
debt and related interest.
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The Company's contractual cash obligations as of September 30, 2003, are as
follows:
PAYMENTS DUE BY PERIOD
(in thousands)
<TABLE>
<CAPTION>
Fiscal Years Fiscal Years Fiscal Years

Total Fiscal 2004 2005 and 2006 2007 and 2008 2009 and Later
<S> <C> <C> <C> <C> <C>
Long-Term Debt, including
interest $ 20,876 $ 4,150 $ 7,638 $ 9,088 $ -
Priority Tax Claims 3,023 551 1,046 970 456
Debentures 30,688 1,656 3,313 25,719 -
Operating Leases 12 9 3 - -
Total Contractual Cash
Obligations $ 54,599 $ 6,366 $ 12,000 $ 35,777 $ 456

</TABLE>

Long-term debt above consists of the Term Loan Obligations in the principal
amount of $14.8 million and the PIK Note Obligations ($2.5 million) that were
agreed as part of the Company's Plan of Reorganization from bankruptcy which
became effective September 15, 2003. The Term Loan Obligations require monthly
payments of principal in the amount of $250,000 and interest (currently 7.25%)
with the balance due on December 31, 2007. The PIK Note Obligations accrue
interest at the same rate as the Term Loan obligation and the outstanding
balance of principal and interest are due December 31, 2007 unless forgiven
sooner if the Company achieves certain financial objectives. See Note 6 of Notes
to Consolidated Financial Statements included in Item 8 in this Form 10-K.

Debentures represent the balance of the unsecured claims against the Company
filed by its unsecured creditors, in the Chapter 11 bankruptcy proceedings. The
issuance of the Debentures was approved as part of the Company's Plan of
Reorganization and the amount listed consists of claims allowed as of September
30, 2003 and claims still subject to approval. In the event any pending claims
are not approved in the bankruptcy proceedings, at such time an appropriate
adjustment will be made in the amount of the Debentures. Interest accrues at
rates up to 10% and the outstanding balance of principal and interest becomes
payable on October 1, 2008.

ITEM 7A. QUANTITIVE AND QUALITIVE DISCLOSURES ABOUT MARKET RISK

Market risk represents the risk of loss that impacts our financial position,
results of operations or cash flows due to adverse changes in financial and
commodity market prices and interest rates. Historically the Company has had
little or no exposure to market risk in the area of changes in foreign currency
exchange rates and interest rates as measured against the United States dollar,
except to the extent the Company invoices customers in foreign currencies and
is, therefore, subject to foreign currency exchange rate risk on any individual
invoice while it remains unpaid, a period that normally is less than 90 days. At
September 30, 2003 the Company had net accounts receivable denominated in
Canadian dollars of approximately $1,463,000 (equivalent to approximately
$1,051,000 U.S. dollars).
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND
CONSOLIDATED FINANCIAL STATEMENT SCHEDULE

<TABLE>
<CAPTION>
PAGE
<S> <C>
REPORTS OF INDEPENDENT ACCOUNTANTS
Sy T 35
PRICEWATERHOUSECOOPERS LLP . i ittt tettestiesnesnsenesnnesnesoessnesnaesnennnesnns 36
CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED BALANCE SHEETS AS OF SEPTEMBER 30, 2003 AND 2002.......00uuiiuinnnnnnnnnn 37
CONSOLIDATED STATEMENTS OF OPERATIONS FOR THE YEARS ENDED
SEPTEMBER 30, 2003, 2002 AND 2001 ..ttt ittt ittt iietiaiaeiieeiaeneenneennen 38
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY (DEFICIT)
FOR THE YEARS ENDED SEPTEMBER 30, 2003, 2002 AND 2001.. ...ttt nnennennennnnn 39
CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED
SEPTEMBER 30, 2003, 2002 AND 2001 ..ttt ittt ittt it ittt ieiaeiiaeiaennenneennen 40
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS. ...ttt in e ttnneneennneneenneenesnesaenennsns 41
SCHEDULE FOR EACH OF THE THREE FISCAL YEARS IN THE PERIOD ENDED SEPTEMBER 30,
2003 INCLUDED IN ITEM 15 (a):
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS AND RESERVES..........c.iiiiiiinnnannn. 72

</TABLE>

Schedules other than those listed above have been omitted since the required
information is not present or not present in amounts sufficient to require
submission of the schedule, or because the information required is included in
the consolidated financial statements or the notes thereto.
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REPORT OF INDEPENDENT ACCOUNTANTS

The Stockholders and Board of Directors
General DataComm Industries, Inc.:

We have audited the accompanying consolidated balance sheet of General DataComm
Industries, Inc. and subsidiaries (the "Company") as of September 30, 2003, and
the related consolidated statements of operations, stockholders' equity
(deficit) and cash flows for the year then ended. Our audit also included the
financial statement schedule for the year ended September 30, 2003 listed in the
accompanying index. These financial statements and schedule are the
responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements and schedule based on our audit.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the 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 presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the consolidated financial position of General DataComm
Industries, Inc. and subsidiaries as of September 30, 2003, and the consolidated
results of their operations and their cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of
America. Also, in our opinion, the financial statement schedule when considered
in relation to the basic financial statements as a whole presents fairly, in all
material respects, the information set forth therein.

The accompanying financial statements have been prepared assuming that the
Company will continue as a going concern. As discussed in Note 1 to the
financial statements, the Company, which on September 15, 2003 emerged from
bankruptcy proceedings pursuant to a Plan of Reorganization under Chapter 11 of
the Bankruptcy Code, has both a working capital and stockholders' deficit at
September 30, 2003 and in addition, has limited ability to obtain new financing,
as well as financial loan covenants related to its restructured secured
indebtedness which take effect in fiscal 2004, all of which raise substantial
doubt about the Company's ability to continue as a going concern. Management's
plans in regard to these matters are also described in Note 1. The financial
statements do not include any adjustments that might result from the outcome of
this uncertainty.

/s/Eisner LLP
Eisner LLP

New York, NY
January 12, 2004
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REPORT OF INDEPENDENT ACCOUNTANTS
To the Stockholders and Board of Directors of General DataComm Industries, Inc.

In our opinion, the consolidated balance sheet as of September 30, 2002, and the
related consolidated statements of operations, of stockholders' equity (deficit)
and of cash flows for each of the two years in the period ended September 30,
2002 (appearing on pages 37 through 63 of this Annual Report on Form 10-K )
present fairly, in all material respects, the financial position, results of
operations and cash flows of General DataComm Industries, Inc. and its
subsidiaries at September 30, 2002 and for each of the two years in the period
ended September 30, 2002, in conformity with accounting principles generally
accepted in the United States of America. In addition, in our opinion, the
September 30, 2002 and 2001 financial statement schedule listed in the
accompanying index presents fairly, in all material respects, the information
set forth therein when read in conjunction with the related consolidated
financial statements. These financial statements and financial statement
schedule are the responsibility of the Company's management; our responsibility
is to express an opinion on these financial statements based on our audits. We
conducted our audits of these statements in accordance with auditing standards
generally accepted in the United States of America, which require that we plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

On November 2, 2001, the Company and its U.S. subsidiaries filed voluntary
petitions for relief under Chapter 11 of Title 11 of the United States Code (the
Bankruptcy Code) in the United States Bankruptcy Court for the District of
Delaware. The Company and its U.S. subsidiaries continued in possession of their
properties and the management of their business as debtors in possession
pursuant to the Bankruptcy Code. On September 15, 2003, the Company's Plan of
Reorganization became effective and the Company and its U.S. subsidiaries
emerged from bankruptcy pursuant to the Plan approved on August 5, 2003. (see
Note 6 appearing on page 51 of the Company's fiscal 2003 audited financial
statements included in this Form 10-K). The accompanying fiscal 2002 and 2001
financial statements do not reflect any impact of the Company's emergence from
bankruptcy in 2003.

The fiscal 2002 selected quarterly financial data on page 21 contains
information that we did not audit, and , accordingly, we do not express an
opinion on that data. We also did not review the fiscal 2002 quarterly data in
accordance with standards established by the American Institute of Certified
Public Accountants.

/s/ PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP

Hartford, CT
January 12, 2004
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General DataComm Industries, Inc. and Subsidiaries
Consolidated Balance Sheets

<TABLE>
<CAPTION>
(In thousands except shares)
September 30, 2003 2002
<S> <C> <C>
Assets:
Current assets:
Cash and cash equivalents $ 2,113 $ 3,235
Restricted cash 325 -
Accounts receivable, less allowance for doubtful
receivables of $514 in 2003 and $821 in 2002 3,431 3,545
Notes receivable 136 2,389
Inventories 4,744 5,632
Net current assets of discontinued operations - 509
Other current assets 877 1,118
Total current assets 11,626 16,428
Property, plant and equipment, net 4,309 6,181
Net assets of discontinued operations - 75
Other assets 4 4
Total Assets $ 15,939 $ 22,688

Liabilities and Stockholders' Deficit:
Current liabilities:

Current portion of long-term debt $ 3,000 $ -
Accounts payable 1,579 419
Accrued payroll and payroll-related costs 1,104 544
Other current liabilities 7,544 4,478
Liabilities subject to compromise:
Long-term debt - 30,986
Accounts payable - 18,364
Accrued payroll and payroll-related costs - 764
Other current liabilities - 10,471
Total current liabilities 13,227 66,026
Long-term debt, less current portion ($2,682 owed to related parties) 36,817 -
Other liabilities 2,654 -
Total Liabilities 52,698 66,026

Commitments and contingencies (Note 11) - -

Redeemable 5% preferred stock, par value $1.00 per share, issued and
outstanding 73,000 shares in 2003 and 113,000 shares in 2002; $2.0
million liquidation preference at September 30, 2003 1,825 2,825

Stockholders' deficit:
9% Preferred stock, par value $1.00 per share, 3,000,000 shares
authorized; issued and outstanding: 787,900 shares: $25.5
million liquidation preference at September 30, 2003 788 788
Class B common stock, par value $.01 per share, 10,000,000 shares
authorized; issued and outstanding 664,978 in 2003 and

205,710 in 2002 7 2
Common stock, par value $.01 per share, 50,000,000 shares authorized;

issued 3,278,736 in 2003 and 3,213,889 in 2002 33 32
Capital in excess of par value 196,487 194,832
Accumulated deficit (235,754) (240,378)
Common stock held in treasury, at cost:

1,961 shares in 2003 and 19,461 shares in 2002 (145) (1,439)
Total Stockholders' Deficit (38,584) (46,163)
Total Liabilities and Stockholders' Deficit S 15,939 S 22,688
</TABLE>

The accompanying notes are an integral part of these
consolidated financial statements.
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General DataComm Industries, Inc. and Subsidiaries
Consolidated Statements of Operations

<TABLE>
<CAPTION>
(In thousands except share data)
Year ended September 30, 2003 2002 2001
<S> <C> <C> <C>
Revenues:
Net sales S 23,905 $ 27,681 $ 59,874
Service revenue - - 33,438
23,905 27,681 93,312
Cost of revenues:
Cost of product sales 10,968 15,178 59,391
Cost of service revenue - - 29,108
10,968 15,178 88,499
Gross margin 12,937 12,503 4,813
Operating expenses:
Selling, general and administrative 8,744 7,721 35,873
Research and product development 3,082 3,600 11,964
Impairment and restructuring charges - (446) 39,583
11,826 10,875 87,420
Operating income (loss) 1,111 1,628 (82,607)
Other income (expense):
Interest expense (contractual interest of $4,097 in 2003 and $5,097
in 2002) (4,213) (3,399) (8,912)
Other financial expense (2,202) - -
Gain on early extinguishment of mortgage debt - 1,967 -
Gain on sale of multimedia division - - 2,863
Gain on sale of service division - - 11,289
Gain on sale of real estate 329 919 -
Gain on legal settlements 7,182 - 5,000
Other, net 177 342 (475)
1,273 (171) 9,765
Income (loss) from continuing operations before
reorganization items and income taxes 2,384 1,457 (72,842)
Reorganization items:
Professional fees (3,462) (3,032) -
Claims adjustments 429 495 -
Gain on debt restructuring 5,283 -
2,250 (2,537) -
Income (loss) from continuing operations before
income taxes 4,634 (1,080) (72,842)
Income tax provision 10 10 100
Income (loss) from continuing operations 4,624 (1,090) (72,942)
Loss from discontinued operations,
net of income taxes - - (592)
Net income (loss) 4,624 (1,090) (73,534)
Dividends applicable to preferred stock (1,910) (1,914) (1,990)
Net income (loss) applicable to common and Class B stock S 2,714 $ (3,004) $ (75,524)
Basic and diluted earnings (loss) per share:
From continuing operations $ 0.80 $ (0.89) $ (23.73)
From discontinued operations - - (0.19)
Total $ 0.80 s (0.89) s (23.92)
Average number of common and Class B shares outstanding, basic
and diluted 3,401,295 3,380,474 3,157,864

</TABLE>
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General DataComm Industries Inc.
Consolidated Statements of Stockholders'
(in Thousands,

<TABLE>
<CAPTION>

<S>

Balance September 30, 2000

Foreign translation loss
associated with the sale
of assets

Exercise of stock options

Employee stock purchase
plan

Conversion of redeemable 5%
preferred stock to common
stock

Net loss

Balance September 30, 2001

Conversion of redeemable 5%
preferred stock to common
stock

Net loss

2002

Balance, September 30,

Treasury stock issued

Stock awards and grants

Conversion of redeemable 5%
preferred stock to common
stock

Net income

Balance September 30, 2003

<CAPTION>

<S>

Balance September 30, 2000

Foreign translation loss
associated with the sale
of assets

Exercise of stock options

Employee stock purchase
plan

Conversion of redeemable 5%
preferred stock to common
stock

Net loss

Balance September 30, 2001

Conversion of redeemable 5%
preferred stock to common
stock

Net loss
2002

Balance, September 30,

Treasury stock issued

and Subsidiaries
Equity (Deficit)

Except Share Data)

% PREFERRED STOCK CLASS B STOCK COMMON STOCK CAPITAL IN
——————————————————————————————————————————————————————————————————————————————— EXCESS
SHARES AMOUNT SHARES AMOUNT SHARES AMOUNT OF PAR
<C> <C> <C> <C> <C> <C> <C>
787,900  $ 788 205,710  $ 2 2,771,961 3 27 s 192,579
100 3
15,103 80
371,170 4 2,121
787,900 788 205,710 2 3,158,334 31 194,783
55,555 1 49
787,900 788 205,710 2 3,213,889 32 194,832
(1,263)
459,268 5 50,000 1 1,918
14,847 1,000
787,900  $ 788 664,978  $ 7 3,278,736 $ 33 % 196,487
ACCUMULATED
TREASURY STOCK OTHER TOTAL
——————————————————————— ACCUMULATED COMPREHENSIVE STOCKHOLDERS ' COMPREHENSIVE
SHARES AMOUNT DEFICIT INCOME (LOSS)  EQUITY (DEFICIT)  INCOME (LOSS)
<c> <Cc> <c> <Cc> <c> <Cc>
19,461 $  (1,439) $ (165,754) $ (5,040) $ 21,163
5,040 5,040 % 5,040
3
80
2,125
(73,534) (73,534) (73,534)
19,461 (1,439) (239,288) - (45,123) (68,494)
50
(1,090) (1,090) (1,090)
19,461 (1,439) (240,378) - (46,163) (1,090)
(17,500) 1,294 - 32



Stock awards and grants
Conversion of redeemable 5%
preferred stock to common

stock

Net income

Balance September 30, 2003 1,961

$

(235,754)

$ -

$ (38,584)

</TABLE>

The accompanying notes are an integral part of these
consolidated financial statements.
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General DataComm Industries, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

<TABLE>
<CAPTION>
(In thousands)

Year ended September 30, 2003 2002 2001
<S> <C> <C> <C>
Cash flows from operating activities:
Net income (loss) S 4,624 S (1,090) $ (73,534)
Adjustments to reconcile net income (loss) to net cash provided (used) by
operating activities:
Depreciation and amortization 180 373 12,191
Stock compensation expense 1,955 - --
Other financial expense 2,202 -= --
Gain on debt restructuring (5,283) - -
Gain on legal settlements (4,702) - -
Impairment of divisions' assets - - 38,848
Capitalized software writedown - - 6,397
Gain on sales of divisions - - (14,152)
Impairment of real estate held for sale - - 2,100
Impairment of property and equipment -= 950 1,562
Gain on sale of real estate (329) (919) -
Gain on early extinguishment of debt - (1,967) -
Changes in:
Accounts receivable 114 6,663 15,323
Inventories 888 1,617 1,016
Accounts payable 516 (545) 583
Accrued payroll and payroll-related costs 407 (558) (2,832)
Other net current assets 1,966 237 943
Other net long-term assets 133 838 5,076
Net cash provided (used) by operating activities 2,671 5,599 (6,479
Cash flows from investing activities:
Acquisition of property, plant and equipment, net (8) -- (604)
Capitalized software development costs - - (5,163)
Net proceeds from the sales and transfers of assets 1,917 6,821 15,375
Notes receivable collections 2,253 6,479 --
Net cash provided by investing activities 4,162 13,300 9,608
Cash flows from financing activities:
Principal payments on revolving credit and term loan agreement (7,572) (8,912) (5,571
Principal payments on mortgages (58) (7,518) (447)
Proceeds from issuing common stock -= -= 83
Net cash used by financing activities (7,630) (16,430) (5,935)
Net (decrease) increase in cash and cash equivalents (797) 2,469 (2,806)
Cash and cash equivalents, beginning of year 3,235 766 3,572
Cash and cash equivalents, end of year S 2,438 s 3,235 s 766
Supplemental disclosures of cash flow information:
Cash paid during the year for:
Interest S 4,169 $ 3,746 $ 7,979
Income taxes $ - $ -- $ 44
Reorganization items $ 1,519 s 2,555 $ --

</TABLE>

The accompanying notes are an integral part of these

consolidated financial statements.
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Notes to Consolidated Financial Statements
1. Business Conditions

On November 2, 2001 General DataComm Industries, Inc. and its domestic
subsidiaries ("the Debtors") filed a voluntary petition for relief under Chapter
11 of the Bankruptcy Code in the United States Bankruptcy Court for the District
of Delaware. The Company continued in possession of its properties and the
management of its business as debtors in possession pursuant to sections 1107
and 1108 of the Bankruptcy Code.

Leading up to its Chapter 11 Bankruptcy filing on November 2, 2001, the Company
had experienced financial losses and resulting covenant defaults on its secured
loans. In addition, the Company had sold three divisions comprising a
significant portion of its business, in an effort to improve its debt and
liquidity position. However, because of a general economic downturn and a
depressed demand for high-technology products and businesses, the Company was
unable to realize a level of immediate proceeds in order to satisfy its secured
lenders and provide adequate liquidity to fund continuing operations. Therefore,
the Company sought protection from its creditors with its bankruptcy filing.

During the year ended September 30, 2002, and in the aftermath of the sales of
its business units, the Company consolidated its remaining operations into its
owned facility in Naugatuck, Connecticut and downsized its staff and operating
assets to more properly reflect current operating requirements for its one
remaining business unit.

On April 29, 2003, the Company and its secured lenders (the "Lenders") filed
their Amended Joint Plan of Reorganization Under Chapter 11 of the Bankruptcy
Code (as amended, the "Plan") and accompanying disclosure statement (the
"Disclosure Statement"), both of which set forth the consensual Chapter 11 plan
that was agreed upon by and between the Lenders, the Creditors Committee and the
Debtors. On June 24, 2003, the Court authorized the Debtors to commence the
solicitation process including mailing of the Disclosure Statement for the
approval of the Plan. On August 5, 2003 (the "Confirmation Date"), the Court
entered an order confirming the Plan. The Plan became effective on September 15,
2003 (the "Effective Date"). Under the plan of emergence, the Company plans to
pay all creditors 100% of their allowed claims based upon a five year business
plan. However, the Company cannot assure its investors that it will be able to
obtain new customers or to generate the increase in revenues required to meet
its business plan objectives.

The Company has virtually no current ability to borrow additional funds. It
must, therefore, fund operations from cash balances and cash generated from
operating activities. The Company has significant short term obligations
including payment of accrued professional fees (approximately $2 million at
September 30, 2003) and monthly payments of principal and interest (currently
such monthly principal and interest totals approximately $335,000) under its new
loan agreement. Furthermore, the Company has significant future outstanding
obligations as shown in the accompanying consolidated 2003 balance sheet. In
order to meet these and other future payments the Company's financial
projections anticipate that revenue growth combined with minimal inventory and
capital asset investment will be required to sustain operations.

The Company's failure to make required payments under the new loan agreement
would constitute an event of default. In addition, the Company is required to
maintain a minimum level of "EBITDA" each quarter to avoid an event of default
(see Note 6). The Company's quarterly operating results are subject to
fluctuations due to a number of factors resulting in more variability and less
predictability in the Company's quarter-to-quarter sales and operating results.
Such factors include (but are not limited to): dependence on a small number of
customers, short delivery times, dependence on subcontract manufacturers, low
order backlog, ability to timely develop new products and market acceptance of
new products. While the Company expects to meet the "EBITDA" covenant for the
quarter ended December 31, 2003, future compliance will require improved
quarterly operating results. There can be no assurance that the Company will be
able to avoid an event of default on the new loan agreement. If there is such a
default, the senior secured lenders may accelerate payment of the outstanding
debt ($17.3 million at September 30, 2003) and exercise their security
interests, which likely would require the Company to again file for bankruptcy
protection.
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At September 30, 2003, the Company had a stockholders' deficit of approximately
$38.6 million. In addition, the Company's principal source of liquidity included
unrestricted cash and cash equivalents of approximately $2.1 million and it had
a working capital deficit of approximately $1.6 million. Fiscal 2002's larger
negative working capital of $49.6 million reflected the classification of all
debt as current liabilities due to default conditions which had accelerated
payment obligations. This changed when the secured lenders agreed to a new loan
agreement as part of the Company's Plan of Reorganization from bankruptcy and
when the unsecured obligations were converted into 10% Debentures.

Because operating results can fluctuate significantly due to decreases in
customer demand or decreases in the acceptance of future products, the Company
may be unable to generate positive cash flow from operations. Should the need
arise, it may become necessary to borrow additional funds or otherwise raise
additional capital. However, since the Company does not have any source of
additional funds or capital in place, any such requirement could have a material
adverse effect on the Company.

As a result of the potential liquidity and cash flow risks described above, the
Company's independent auditors for fiscal 2003 have expressed uncertainty about
the Company's ability to continue as a going concern in their opinion on the
Company's financial statements.

Management has responded to such risks as part of an ongoing strategy, by
restructuring the sales force, increasing factory shutdown time, containing
expenses and reducing the size of the employee workforce. In addition, on
December 30, 2003 the Company obtained $600,000 from loans from related parties
to be used for working capital and general purposes (see Note 17). The Company
also is actively marketing for sale its headquarters land and building and
pursuing other asset recoveries, the proceeds of which would be used to reduce
secured debt and related interest.

While the Company is aggressively pursuing opportunities and corrective actions,
there can be no assurance that the Company will be successful in its efforts to
generate sufficient cash from operations or obtain additional funding sources.
The Company's consolidated financial statements do not include any adjustments
that may result from the outcome of these uncertainties.

2. Description of Business and Summary of Significant Accounting Policies
Description of Business

The Company is a provider of networking and telecommunications products and
services to domestic and international customers. The Company designs,
assembles, markets, installs and maintains products and services that enable
telecommunications common carriers, corporations and governments to build,

upgrade and better manage their global telecommunications networks.
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Prior to June 2001 the Company operated in three business segments: the

Broadband Systems Division ("BSD"), which designed and sold packet voice/data
gateway products including primarily ATM (asynchronous transfer mode)
technology; the Network Access Division ("NAD"), which designed and sold

carrier-class integrated access products, LAN extension devices, ethernet
devices and frame relay based products; and VITAL Network Services, L.L.C.
("Vital"), which provided a full range of professional and traditional support
services worldwide for the networking industry. In addition, the Multimedia
Division ("MMD") was launched as part of BSD in fiscal 2000 to develop and
market video network products. In fiscal year 2001, the Company sold MMD and all
except the Mexico operations of Vital, and exchanged the ATM portion of BSD for
a Note and a secured interest in ATM assets, leaving NAD and the remaining
multiplexer portion of BSD, which were combined, as the remaining operating
segment (see Notes 3, 4 and 13).

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and
its majority-owned subsidiary companies. Intercompany accounts, transactions and
profits have been appropriately eliminated in consolidation.

Cash Equivalents

The Company considers all highly liquid investments purchased with an original
maturity of three months or less to be cash equivalents.

Inventories

Inventories are stated at the lower of cost or market using a first-in,
first-out method (see Note 7).

Property, Plant and Equipment

Property, plant and equipment are stated at cost and are depreciated or
amortized using the straight-line method over their estimated useful lives. The
cost of internally constructed assets (test fixtures) includes the cost of
materials, internal labor and overhead costs (see Notes 3 and 8).

Capitalized Software Development Costs

Software development costs were capitalized for those products that met the
requirements of technological feasibility. Such costs were being amortized using
the straight-line method, on a product-by-product basis, over the estimated
economic life of the product. Unamortized costs were reviewed for recoverability
and, if necessary, adjusted so as not to exceed estimated net realizable value.
Due to impairment adjustments described in Note 3, and ultimately the sale of
three of the Company's principal business units, there were no capitalized
software amounts remaining at September 30, 2001 and thereafter.
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Equity Basis Investments

In April 2002 the Company sold 75% of its 100% interest in its Mexico subsidiary
for $800,000. The remaining 25% interest was accorded no value at the time of
sale due to the decline of the underlying business and the then outstanding
liabilities and obligations of the Mexico Company. The investment is accounted
for under the equity basis of accounting. The Company is not obligated to fund
future cash requirements of the investee.

Goodwill and Other Intangibles

The Company has no goodwill or unamortized portion of other intangible assets
recorded at September 30, 2003 or 2002 due to impairment charges recorded in
fiscal 2001 (see Note 3).

Revenue Recognition

Revenue from the sale of products is recognized at the date of shipment unless
the terms and conditions of the sale dictate recognition at a later date.
Agreements with certain customers provide for return rights. The Company is able
to reasonably estimate these returns and such returns are accrued for at the
time of shipment. Service revenue is either recognized when the service is
performed or, in the case of maintenance contracts, on a straight-line basis
over the term of the contract. Such service revenue amounted to $628,000 and
$456,000 for fiscal 2003 and 2002, respectively, which represented 2.6% and 1.7%
of total revenues in fiscal 2003 and 2002, respectively. All of the 2001 service
revenue was related to Vital, of which all but the Mexico operations were sold
in 2001 (see above "Description of Business" and Note 4).

Promotion and Advertising Costs

Promotion and advertising costs are charged to selling, general and
administrative expense in the period in which they are incurred. Promotion and
advertising costs amounted to $206,000, $397,000 and $1,726,000 in fiscal years
2003, 2002 and 2001, respectively.

Research and Product Development
Research and product development is expensed in the period incurred.
Income Taxes

The Company accounts for income taxes under the provisions of Statement of
Financial Accounting Standards No. 109, "Accounting for Income Taxes," which
requires the use of the asset and liability method of accounting for deferred
income taxes (see Note 10).

The provision for income taxes includes federal, foreign, state and local income
taxes currently payable and deferred taxes resulting from temporary differences
between the financial statement and tax basis of assets and liabilities. The
Company has sold, de-activated or is in the process of liquidating its former,
wholly owned foreign subsidiaries and does not anticipate any significant U.S.
federal tax consequences related to these actions.
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Earnings (Loss) Per Share

Basic and diluted earnings (loss) per share are computed in accordance with
Statement of Financial Accounting Standards No. 128, "Earnings Per Share" (see
Note 15).

Concentrations of Credit Risk

Financial instruments which potentially subject the Company to concentrations of
credit risk consist principally of cash instruments and accounts receivable. The
Company places its cash investments with high-quality U.S. financial
institutions.

Approximately $3,313,000, or 96%, of consolidated accounts receivable at
September 30, 2003 ($2,806,000 or 82%, at September 30, 2002) were concentrated
in telephone companies or distributors to such companies in North America. These
receivables are not collateralized due to the Company's assessment of limited
risk and favorable history of payments from such customers.

Foreign Currency

Assets and liabilities of the Company's foreign subsidiaries were translated
using fiscal year-end exchange rates, and revenues and expenses were translated
using average exchange rates prevailing during the year. The effects of
translating such foreign subsidiaries' financial statements had historically
been recorded as a separate component of stockholders' deficit and reported in
other comprehensive income. Substantially all of the operations of such foreign
subsidiaries were eliminated as part of the sales of divisions in fiscal 2001.
Such translation amounts were recognized as a component of the gain or loss on
the sales or in impairment charges. Therefore, no translation amounts remain as
a separate component of stockholders' deficit at September 30, 2003 or 2002.

Post-Retirement and Post-Employment Benefits

The Company does not offer post-retirement and post-employment benefits to its
current employees.

The Company does provide health and long-term care benefits to five former
long-term executives of the Company who retired in November 2001. The Company
recorded the liability for such benefits based on actuary-provided life
expectancies, known fixed annual costs and estimated variable costs and adjusts
the liability based on actual experience. The liability for such expenses was
approximately $713,000 and $750,000 at September 30, 2003 and 2002,
respectively. In addition there are approximately five additional retirees who
participate in the Company's group health plan, but who are required to pay full
premiums for the right to participate.

Accounting for Stock-Based Compensation

As permitted under Statement of Financial Accounting Standards No. 123,
"Accounting for Stock-Based Compensation", the Company has elected to continue
to measure costs for its employee stock compensation plans by using the
accounting methods prescribed by Accounting Principles Board Opinion No. 25,
"Accounting for Stock Issued to Employees", which allows that no compensation
cost be recognized provided the exercise price of options granted is equal to or
greater than fair market value of the Company's stock at date of grant. In
conjunction with the Company's Plan of Reorganization, on September 30, 2003,
the Company issued a combination of stock grants and below-market stock options
to employees and directors and recognized compensation expense in the amount of
$1,923,000 (see Note 14).
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Proforma results, representative of financial results which would have been
reported by the Company if it had adopted the fair value based method of
accounting for stock-based compensation under SFAS No. 123, are summarized

below:
<TABLE>
<CAPTION>
Year Ended September 30,
(Amounts in thousands, except per share data)
2003 2002 2001
<S> <C> <C> <C>
Net income (loss), as reported S 4,624 $ (1,090) $ (73,534)
Add: stock-based employee compensation expenses included in reported net
income (loss) 1,955 - -
Deduct: Total stock-based employee compensation expense determined under
fair value based method for all awards (2,023) (216) (2,013)
Proforma net income (loss) S 4,556 $ (1,306) $ (75,547)
Proforma earnings (loss) per share
(basic and diluted) S 0.67 $ (0.95) $ (23.28)

</TABLE>

The Black-Scholes method was used to compute the proforma amounts presented
above, utilizing the weighted average assumptions summarized below. No options
were granted fiscal 2002. The weighted-average fair value of options granted was
$3.52, and $0.80 for the fiscal years ended September 30, 2003 and 2001,

respectively.

Fiscal Years Ended September 30, 2003 2002 2001
Risk-free interest rate 2.19 N/A 4.62
Volatility (%) 4.05 N/A 2.01
Expected life (in years) 3.00 N/A 2.56
Dividend yield rate nil N/A nil

Comprehensive Income

The Company has adopted Statement of Financial Accounting Standards No. 130,
"Reporting Comprehensive Income" (SFAS 130) which establishes standards for
reporting comprehensive income and its components in a company's financial
statements. With the exception of foreign currency translation adjustments in
fiscal 2001 (see above), the Company had no other items of comprehensive income
as defined in SFAS 130.

Operating Segments

The Company has adopted Statement of Financial Accounting Standards No. 131,
"Disclosures About Segments of an Enterprise and Related Information" (SFAS
131), which utilizes a "management" approach to segment reporting. The
management approach designates the internal organization that is used by
management for making operating decisions and assessing performance as the
source of the Company's reportable segments. SFAS 131 also requires
enterprise-wide disclosures about products and services, geographic areas, and
major customers (see Note 13).
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Fair Values of Financial Instruments

Cash and cash equivalents -- The carrying amount reported in the consolidated
balance sheets for cash and cash equivalents approximates fair value due to
their short-term nature.

Long-term debt -- The Company had $39.8 million of long-term debt at September
30, 2003 and $31.0 million total long-term debt plus additional liabilities
subject to compromise of $29.6 million (including current portion) at September
30, 2002. The balance at September 30, 2003 approximates the fair value of the
debt due to the arms-length negotiation that occurred to establish terms and
conditions of the debt upon the Company's emergence from bankruptcy on September
15, 2003. It is not feasible to estimate the fair value of such debt for periods
prior to the Company's emergence from Chapter 11 bankruptcy on September 15,
2003 due to the uncertainty of the Company's credit and future viability during
the period in bankruptcy.

Interest Expense

Interest expense for the period that the Company was in bankruptcy (November 2,
2001 to September 15, 2003) is recorded under the provisions of AICPA Statement
of Position 90-7, "Financial Reporting by Entities in Reorganization Under the
Bankruptcy Code" ("SOP 90-7"), whereby interest expense was reported to the
extent that payments of debt service were made to the secured lenders during the
bankruptcy proceeding. See Note 6, "Reorganization Plan and Emergence from
Chapter 11" for discussion of the debt structure in the reorganization plan
approved by the bankruptcy court. The contractual amount and the recorded amount
of interest expense was $4,097,000 and $4,213,000, respectively, in fiscal 2003
and $5,097,000 and $3,399,000, respectively, in fiscal 2002.

Derivative Instruments and Hedging Activities

In the first quarter of fiscal year 2001, the Company adopted Statement of
Financial Accounting Standards No. 133, "Accounting for Derivative Instruments
and Hedging Activities, " ("SFAS 133") which establishes accounting and reporting
standards for derivative instruments and hedging activities. The Company has no
such derivative instruments or hedging activities. As a result adoption of SFAS
133 did not have any impact on the Company's reported financial position or
results of operations.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses
during the reporting periods presented. Actual results could differ from those
estimates. For example, the markets for the Company's products are characterized
by intense competition, rapid technological development and frequent new product
introductions, all of which could impact the future value of the Company's
inventory and certain other assets.
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3. Impairment and Restructuring Charges

The following items are included in the loss from continuing operations for the
periods presented:

<TABLE>
<CAPTION>
Year Ended September 30
(in thousands)
2002 2001
<S> <C> <C>
Impairment of Broadband Systems Division assets $ - $ 37,302
Impairment of Mexico subsidiary assets - 1,546
Impairment of capitalized software development costs - 6,397
Employee termination costs - 1,873
Impairment of real estate assets held for sale - 2,100
Facility consolidation costs (1,396) 4,694
Impairment of property and equipment 950 1,562
Subtotal (446) 55,474
Less: Inventory portion reported in "Cost of Sales" - (15,891)
Portion reported in "Impairment and Restructuring Charges" $ (446) S 39,583
</TABLE>

Impairment of Broadband Systems Division ("BSD") and Mexico subsidiary assets -
In accordance with Financial Accounting Standards Board Statement No. 121,
"Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to
Be Disposed Of", the Company recorded non-cash charges of $37.3 million and $1.5
million in the fiscal year ended September 30, 2001 to write down the carrying
value of assets associated with the Broadband Systems Division and the Mexico
subsidiary, respectively, as the market for technology companies declined during
fiscal 2001.

The net realizable value of the Company's BSD assets was determined based upon
the Company's estimate of net proceeds to be realized in a transaction with
Ahead Communications Systems, Inc. dated August 13, 2001 (see Note 4). The net
realizable value of the Company's Mexico subsidiary was determined based upon
the Company's net proceeds realized in a subsequent sale of a majority of the
business in April 2002. The impairment loss for each material asset category is
summarized as follows:

Year Ended September 30, 2001

(in thousands)

Mexico
BSD Subsidiary
Goodwill $ 3,400 $ -
Capitalized software 13,730 -
Property, plant and equipment 4,109 196
Other assets 172 1,350
Inventory 15,891 -
$ 37,302 S 1,546

The inventory-related portion of the write-down was reported in cost of sales.
Refer to Note 4, "Division Sales and Discontinued Operations" for discussion
regarding the 2001 sale of the Company's MMD businesses and the exchange of ATM
assets for a note and secured interest in ATM assets.

Impairment of capitalized software development costs - During fiscal 2001 the
Company discontinued certain projects that had previously met the technological
feasibility stage but not the marketability stage based on resource constraints
(headcount reductions) and its financial inability to fund these costs. For
those projects identified as discontinued, any costs capitalized were written
off. In addition, certain capitalized costs were written down to net realizable
value.
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Employee termination costs - During fiscal 2001, the Company implemented
workforce reductions of approximately 300 persons resulting in costs in the
amount of $1.9 million to satisfy employment contracts and for extended health
benefits offered to terminated employees. Approximately $400,000 remained unpaid
at September 30, 2002 due to the bankruptcy proceeding, and that amount is
reflected in "debentures" along with other unsecured creditor claims at
September 30, 2003 and included in long term debt on the accompanying balance
sheet.

Impairment of real estate assets held for sale - In fiscal 2001 the Company
initiated plans to sell its Naugatuck, Connecticut, facility due to announced
downsizing of operations and the sale of divisions. In conjunction therewith,
the Company determined that the fair market value of the Naugatuck, Connecticut
property was less than its carrying value based on appraisal information and
accordingly recorded a $2.1 million write-down in the carrying value of this
real estate. Although the Company has been actively trying to sell the building
since 2001, due to its inability to do so, such building is not reflected as an
asset held for sale in the accompanying balance sheets.

Facility Consolidation Costs - In fiscal 2001 the Company decided to consolidate
its remaining business operations into one facility and at that time selected
its leased facility in Middlebury, Connecticut for this purpose and as a result
recorded a $4.7 million charge associated with this consolidation. In fiscal
2002, and in conjunction with the Company's decision to file for bankruptcy
protection, the Company instead elected to move its operations into its owned
facility in Naugatuck, Connecticut and abandon its leased facility in
Middlebury, Connecticut. This change in restructuring plan had an impact of
reducing the facility consolidation cost by $1.4 million in fiscal 2002.

Impairment of property and equipment - In the aftermath of the sales of
substantial portions of the Company's businesses and in conjunction with its
decision to consolidate its remaining business unit into one location, the
Company evaluated the usefulness of its remaining property and equipment and
wrote down the value of such assets to net realizable value in fiscal 2002 and
2001.

4. Division Sales and Discontinued Operations
Vital Network Services

In 2001, the Company disposed of the United States, Europe and Asia portions of
its Vital Network Services business unit ("Vital"). The purchaser was given a
sixty day option to purchase Vital's Mexico operations. Subsequently, Vital's
Mexico operations were not purchased by the acquirer of the other Vital units.

Proceeds of the sale, before expenses, amounted to $13.0 million, comprised of
$6.0 million in cash and $7.0 million in notes receivable which were
subsequently collected. In addition the buyer assumed $9.1 million in
liabilities, including trade accounts payable and deferred service contract
obligations. After deducting net assets sold of $9.5 million and transaction
expenses of $1.2 million, the Company realized a net gain on the sale of
approximately $11.3 million.

A 75% controlling interest in the Company's Mexico subsidiary was sold to a
Mexico Company in April 2002 for proceeds of $800,000, which represented the
impaired carrying value of the net assets and accordingly no gain or loss was
recognized (see Note 2).
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Primarily due to the Company's continuing ownership interest in the Mexico
subsidiary, the sale of Vital is not reflected as a discontinued operation in
the accompanying financial statements.

DataComm Leasing Corporation

The DataComm Leasing Corporation ("DLC") segment was discontinued in fiscal
2001. The Company no longer offers customers the option to lease products
through DLC.

DLC's net assets of $584,000 at September 30, 2002 (none at September 30, 2003)
are principally accounts receivable.

Revenues and net loss from the discontinued operations of DLC in fiscal 2001
were $1,912,000 and $(592,000), respectively (no interest expense was allocated
to such operating results). There was no DLC revenue or net income (loss) in the
years ended September 30, 2003 and 2002.

Broadband Systems Division ("BSD"
Asynchronous Transfer Mode

In fiscal 2001 the Company transferred its Asynchronous Transfer Mode ("ATM")
business to Ahead Communications Systems, Inc. (Ahead), in exchange for $3.0
million in cash and a $17.0 million note receivable. Shortly after the sale,
Ahead filed for bankruptcy protection and the full collection of the $17.0
million note was determined to be doubtful. Through September 30, 2003, the
amount of the $17.0 million note realized by the Company was $1.9 million.
Accordingly, the impairment charge recorded by the Company in fiscal 2001
related to these assets (see Note 3), was based on aggregate proceeds of $4.9
million. Under the terms of the $17.0 million note receivable, the ATM business
(and related assets, including inventory) were pledged as collateral.
Accordingly, there is the possibility that the Company will realize future
proceeds related to the transfer of assets to Ahead either through additional
cash collections or through the Company's ability to realize future value for
the underlying collateral . However, based on the risks associated with such
future realization, such potential proceeds have not been recognized within the
accompanying financial statements.

See Note 3, "Impairment and Restructuring Charges" for further details of the
BSD impairment charges in fiscal 2001.

Multimedia

In 2001, the Company sold technology and other assets applicable to its
Multimedia Division, which was previously reported as part of the Broadband
Systems Division, for $8.5 million and reported a gain of $2.9 million. Net
proceeds from the sale amounted to $6.4 million after related fees, expenses and
adjustments for liabilities assumed by the buyer. As part of the transaction,
the buyer purchased General DataComm, Ltd., the Company's Canadian subsidiary.

In addition to the sale price of $8.5 million, the Company was entitled to
receive payments equal to 20% of multimedia-related revenues, as defined, during
the two-year period ended June 30, 2003. Such amounts will be recorded as
revenue if and when received. No such amounts have been received to date and the
Company 1is currently in dispute with the buyer over amounts owed.

50



<PAGE>
Multiplexer

The component of the BSD business segment that was not sold was the Multiplexer
Technology Product division, which was retained by the Company and combined with
NAD.

5. Settlement of Claims and Litigation

On July 18, 2003, the Company and U.S. Assemblies Raleigh, Inc., U.S. Assemblies
Georgia, Inc. and The Matco Electronics Group, Inc. (Matco) signed a stipulation
resolving the Company's objection to the claims of Matco whereby Matco was
allowed solely a General Unsecured Claim in the amount of $4 million and, in
addition, the Company agreed to purchase inventory from Matco for $600,000.
Litigation and claims between the two companies were withdrawn. As a result of
the settlement, the Company recorded a gain of $4.7 million in the quarter ended
September 30, 2003.

Earlier in fiscal 2003 (December 2002), the Company settled a legal claim in its
favor and recorded $2.5 million in proceeds net of expenses. The claim had
related to the Company's assertion of improper transfer and use of the Company's
technology.

In fiscal 2001, a subsidiary of the Company settled a legal claim its favor and
recorded $5.0 million in proceeds net of expenses. The claim also had related to
the Company's assertion of improper transfer and use of the Company's
technology.

The Company is involved in litigation in the ordinary course of business. There
are no pending items in the Company's opinion the outcome of which will have a
material adverse effect on the Company's financial condition or results of
operations.

6. Reorganization Plan and Emergence from Chapter 11

The Company's Reorganization Plan and emergence from Chapter 11 bankruptcy
proceedings became effective on September 15, 2003.

Debentures

The Plan provides for creditors to receive payment of 100% of their claims over
a five-year period. Payment of the unsecured creditors' claims (in the
approximate amount of $22.5 million) are being made in the form of new
Debentures. No principal will be payable on the new Debentures until the secured
lender's claim is paid in full. Interest shall accrue on the new Debentures at
an annual rate of 10%, but such rate shall be reduced (in increments to 7 1/4%)
if the new Debentures are paid in full within four years or less. The
outstanding balance of principal together with accrued interest becomes payable
on December 31, 2008.

Shareholders

Common and preferred stockholders will retain their shares subject to a
one-for-ten reverse stock split of outstanding shares effective as of the day
following the Effective Date. All common stock information in the accompanying
financial statements has been retroactively adjusted to reflect this reverse
stock split.

New Loan Agreement

Under the terms of the New Loan Agreement dated as of August 20, 2002, with the
secured lenders, that was agreed as part of the reorganization plan that became
effective September 15, 2003, the Company entered into a term loan in the amount
of $25 million due on December 31, 2007 (the "Term Obligation"). The Term
Obligation accrues interest at the annual rate of 7.25% through December 31,
2003, and thereafter at the greater of (i) 7.25% and (ii) the prime rate plus
2.5%. The Term Obligation requires principal payments at the rate of $250,000
per month, subject to adjustment after January 1, 2005.
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The Company also entered into a loan in the original principal amount of $5
million, subject to adjustment, due December 31, 2007 (the "PIK Obligation").
Interest accrues at the same rates as the Term Obligation. The outstanding
principal and accrued interest thereon shall be forgiven in increments of $1.25
million if the Term Obligation was reduced by $5 million by June 30, 2003, by
$10 million by December 31, 2003, by $15 million by June 30, 2004 and by $25
million (in full) by December 31, 2004. Since by September 30, 2003 the Term
Obligation has been reduced by more than $10 million, the current balance owing
on the PIK Obligation was reduced to $2.5 million, plus accrued interest, in the
accompanying balance sheet at September 30, 2003.

An event of default will occur: (i) if the Company fails to pay when due and
payable or when declared due and payable, any portion of the Term Obligation or
PIK Obligation including principal and interest, or (ii) if the Company fails to
maintain Earnings Before Interest, Taxes, Depreciation and Amortization
("EBITDA"), measured on a fiscal quarter-end basis, of not less than (a) for the
fiscal quarter ending December 31, 2003, $0.01 and (b) for each fiscal quarter
ending thereafter, the greater of (i) $1,100,000 and (ii) $750,000 plus the
aggregate amount of all interest on the Term Obligation accrued during such
fiscal quarter. EBITDA shall be calculated on a cumulative basis by (i) adding
the aggregate amount of EBITDA for each fiscal quarter subsequent to December
31, 2003 and (ii) subtracting from such sum the aggregate amount of EBITDA
required to be maintained by the Borrowers for each fiscal quarter subsequent to
December 31, 2003. Notwithstanding the foregoing, Borrowers shall not be
required to maintain the applicable EBITDA for any particular fiscal quarter and
thereafter if Borrowers' loan availability based on the traditional asset-based
loan borrowing structure in the Pre-Petition Agreement (as in effect immediately
prior to the Filing Date), as determined on the last day of any fiscal quarter,
equals or exceeds the aggregate principal amount of the Term Obligation
outstanding as of such date.

In addition, the Company's secured lenders have warrants (1) to purchase up to
51% of the Common Stock at $.01 per share in the event of default under the New
Lender Loan and Security Agreement, and (2) to purchase 10% of the Common Stock
if the debt owing to them is not paid in full by December 31, 2004. However,
both such warrants and any Common Stock issued thereunder will be canceled if
the secured lender's outstanding debt is fully paid by December 31, 2007.

Since the initial bankruptcy filing on November 2, 2001, the Company has
recorded all adequate protection and debt service payments to secured lenders as
interest expense in accordance with SOP 90-7 (see Note 2, "Description of
Business and Summary of Significant Accounting Policies").

On September 15, 2003, the effective date of the New Loan Agreement, the excess
of the $30 million aggregate of the Term Obligation and the PIK Obligation over
the $27.9 million carrying value of the obligation to the secured lenders prior
to the New Loan Agreement has been recorded as an additional financing expense
of approximately 2.2 million in the accompanying 2003 statement of operations.
In addition, a debt restructuring gain of approximately 5.3 million was
recognized principally representing the reduction in the Term Obligation
resulting from the application of approximately 3.0 million of monthly principal
payments which had been accounted for as interest expense as referred to above
together with the $2.5 million reduction in the PIK Obligation.

No amounts have been ascribed to the warrants issued to the secured lenders. Due
to the nominal exercise price of the warrants, the underlying common shares are
being accounted for as contingent interest. Accordingly, upon an event of
default under the Term Obligation or the nonpayment of indebtedness in full by
December 31, 2007, the then quoted market price of the commmon shares which
become issuable will be charged to operations.

Priority Tax Claims
Prepetition tax claims are required to be paid in equal annual amounts together
with interest of 4.25% over a six-year period, or earlier at the option of the

Company (see Note 18).
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7. Inventories

Inventories consist of (in thousands) :
September 30, 2003 2002
Raw materials S 1,674 S 2,430
Work-in-process 1,501 1,579
Finished goods 1,569 1,623

Inventories are stated at the lower of cost or market using a first-in-first out
method. Reserves in the amount of $4,177,000 and $6,199,000 were recorded at
September 30, 2003 and 2002 for excess and obsolete inventories.

8. Property, Plant and Equipment and Real Estate Sales

Property, plant and equipment consists of (in thousands):

<TABLE>
<CAPTION>
Estimated
September 30, 2003 2002 Useful Life
<S> <C> <C> <C>
Land S 1,000 S 1,000 -
Buildings and improvements 7,115 10,557 10 to 30 years
Test equipment, fixtures and field spares 4,679 5,113 3 to 10 years
Property and equipment 5,341 5,842 3 to 10 years
18,135 22,512
Less: accumulated depreciation 13,826 16,331
$ 4,309 S 6,181
</TABLE>

Depreciation expense amounted to $180,000, $373,000 and $4,194,000 in fiscal
2003, 2002 and 2001, respectively.

At September 30, 2001, land, buildings and improvements (three properties) with
a net book value of approximately $12,333,000 were being held for sale. In July,
2002, the Middlebury, Connecticut (former corporate headquarters) property was
sold for $7,175,000 and the Company reported a net gain on the sale of $919,000.
The remaining net book value of real estate held for sale at September 30, 2002
was $6,181,000. In May 2003 the Company's United Kingdom land and building,
which had been occupied by the Company's European businesses that were sold in
fiscal 2001, was sold for net proceeds of $1,917,000. Such amount was used to
pay down secured debt, and the Company recorded a gain of $329,000 net of taxes
in the United Kingdom. The remaining property, which is the Company's
headquarters and which has a net book value of $4,309,000 at September 30, 2003,
continues to be actively marketed (see Note 3).

9. Long-Term Debt

Long-term debt consists of (in thousands) :

September 30, 2003 2002
Term Obligation $ 14,775 $ -
PIK Obligation 2,500 -
Debentures (see Note 6) 22,542 -
Revolving credit and term loan agreement - 27,926
7 3/4% convertible subordinated debentures - 3,000
Real estate mortgages - 60
39,817 30,986
Less current portion 3,000 30,986
$ 36,817 $ -



<PAGE>

Due to previous payment and other loan defaults by the Company, at September 30,
2002, the maturity of all outstanding indebtedness was or could be accelerated
and, therefore, the total amount was classified as a current liability and
included in "liabilities subject to compromise" on the balance sheet.

Interest expense amounted to $4,213,000, $3,399,000 and $8,912,000 in fiscal
2003, 2002 and 2001, respectively.

Long-term debt matures in amounts totaling $3,000,000 per fiscal year through
fiscal 2007 and $27,817,000 in fiscal 2008.

Term Obligation and PIK Obligation

Under the terms of a new loan agreement which became effective September 15,
2003, minimum payments under the Term Obligation are $250,000 per month, or
$3,000,000 per year, and interest is payable monthly at the annual rate of 7.25%
through December 31, 2003, and thereafter at the greater of (i) 7.25% and (ii)
the prime rate plus 2.5%. In addition, proceeds from the potential sales of
non-core assets and certain other proceeds must be used to reduce the term
obligations. For further details of the new loan agreement and a description of
the PIK obligation, see Note 6, "Reorganization Plan and Emergence from Chapter
11",

Revolving Credit and Term Loan Agreement

At September 30, 2001, the Company was in default of the provisions of the
revolving credit and term loan agreement then in effect, including borrowings
exceeding formula levels and financial covenant violations. Substantially all
assets of the Company, including accounts receivable, inventories and property,
plant and equipment, were pledged as collateral under this loan agreement.
Thereafter (on November 2, 2001), the Company filed for Chapter 11 bankruptcy
protection in Delaware.

7 3/4 % Convertible Subordinated Debentures

A total of $3.0 million of convertible 7 3/4 % senior subordinated debentures
were outstanding at September 30, 2002 when the debentures matured. Under the
terms of the Reorganization Plan, these debentures and accrued interest were
classified as unsecured claims along with other general unsecured creditors. See
Note 6, "Reorganization Plan and Emergence From Chapter 11" for further
information regarding the new debentures issued to unsecured creditors.

Real Estate Mortgages and Gain on Early Extinquishment of Debt

Mortgages outstanding on the Company's properties in Middlebury, Connecticut and
Naugatuck, Connecticut bore interest at 90-day LIBOR plus 2%, and required
quarterly principal payments of $100,000 with the outstanding balance due at
maturity in 2003. In addition a mortgage in the amount of $60,000 at September
30, 2002 was outstanding on property in the United Kingdom. In fiscal 2001, the
Company defaulted on its payment obligations under all its mortgages.

During fiscal 2002, the domestic mortgage holders and the Company agreed to
reduce the total mortgage indebtedness to $7,450,000 if such amount was paid by
October 1, 2002. The Company thereafter sold its Middlebury, Connecticut
property on July 31, 2002, and used the net proceeds of $6,821,000, plus an
additional cash payment of $629,000, to fully retire its domestic mortgage
indebtedness. As a result, the Company recorded a gain of $1,967,000 on the
early extinguishment of debt.
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The Company continues to market its Naugatuck, Connecticut property, which is
now free of the above-described mortgage obligations, but secures the
indebtedness under the new loan agreement and Debentures issued to unsecured
creditors. Any proceeds of such sale is required to first be used to reduce the
debt owed to secured lenders.

The mortgage on the United Kingdom property was satisfied upon the sale of the
property in April 2003. See Note 8, "Property, Plant and Equipment and Real
Estate Sales" for discussion of the Middlebury, Connecticut and United Kingdom
property sales.

10. Income Taxes

Income (loss) from continuing operations before income taxes consists of
domestic and foreign income (loss), as follows (in thousands) :

<TABLE>
<CAPTION>
Year ended September 30, 2003 2002 2001
<S> <C> <C> <C>
United States $ 4,634 S (1,080) $  (57,826)
Foreign - - (15,016)
$ 4,634 S (1,080) S (72,842)
</TABLE>

The provision for income taxes consists of minimum state income taxes in the
following amounts (in thousands):

<TABLE>
<CAPTION>
Year ended September 30, 2003 2002 2001
<S> <C> <C> <C>
Current:
State $ 10 S 10 $ 100

</TABLE>

The following reconciles the U.S. statutory income tax rate to the Company's
effective rate:

<TABLE>

<CAPTION>
Year ended September 30, 2003 2002 2001
<S> <C> <C> <C>
Federal statutory rate (34.0)% (34.0)% (34.0)%
Gain on debt restructuring not subject to tax (90.0) - -
No benefit recognized for net operating loss 6.0 34.0 34.0
State income tax effects 0.2 (0.9) (0.1)%

0.2% (0.9)% (0.1)%
</TABLE>

For regular income tax reporting purposes at September 30, 2003, domestic tax
credit and net operating loss carryforwards amounted to approximately $12.2
million and $210.5 million, respectively. Domestic federal loss carryforwards
expire between fiscal 2004 and 2022; domestic state loss carryforwards of
approximately $73.3 million expire between fiscal 2004 and 2018. Tax credit
carryforwards expire between fiscal 2004 and 2015.
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The tax effects of the significant temporary differences comprising the deferred
tax assets and liabilities at September 30, 2003 and 2002 are as follows (in
thousands) :

2003 2002
Deferred Tax Assets
Note receivable reserve S 6,053 $ 6,053
Bad debt reserve 1,024 328
Inventory reserve 10,872 13,179
Impairment reserve on real estate 931 931
Other accruals 1,500 1,204
Loss carryforwards 77,362 84,610
Tax credits 12,203 14,500
109,945 120,805
Valuation allowance 109,745 120,533
Net deferred tax assets S 200 S 272
Deferred Tax Liabilities
Depreciation S 200 S 272
Gross deferred tax liability S 200 S 272

The deferred tax asset related to inventory reserves includes inventory written
off for book purposes which is not yet deductible for tax reporting purposes.

Statement of Financial Accounting Standard No. 109, "Accounting For Income
Taxes," requires a valuation allowance against deferred tax assets if, based on
available evidence, it is more likely than not that some or all of the deferred
tax assets will not be realized. The Company believes that uncertainty exists
with respect to the future realization of deferred tax assets and, as a result,
carries a valuation allowance for such items. The valuation allowances,
disclosed in the deferred tax summary above, decreased by $10,788,000 and
increased by $639,000 in fiscal 2003 and fiscal 2002, respectively.

11. Operating Leases

The Company had a non-cancelable operating lease through September 30, 2003 for
a facility in Middlebury, Connecticut which the Company abandoned in fiscal 2002
as allowed by the bankruptcy court. As a result, the Company recorded a
restructuring charge in 2002 to reflect the cost of the lease termination. The
obligation to the lessor is included in Debentures along with other unsecured
creditor obligations. See Note 6,"Reorganization Plan and Emergence from Chapter
11" and Note 3, "Impairment and Restructuring Charges" for further discussion.

At September 30, 2003, the Company had one non-cancelable lease for a sales
office with annual rent of $9,431 due through its expiration of January 31,
2005. Aggregate remaining rentals under this lease at September 30, 2003 amount
to approximately $12,600.

Net rental expense for fiscal 2003, 2002 and 2001, respectively which includes
divisions sold in fiscal 2001 and excludes the restructuring charge noted above,
was approximately $47,200, $55,550 and $2,571,000, respectively.

12. Stockholders' Deficit and Redeemable 5% Preferred Stock

In conjunction with the Company's Reorganization Plan, the common and Class B
stock was subject to a one-for-ten share reverse split on September 16, 2003.
All share amounts shown in these financial statements and notes have been

adjusted retroactively to reflect this change.
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Common Stock

In addition to regular common stock, the Company's capital structure includes
Class B stock which, under certain circumstances, has greater voting power in
the election of directors. However, common stock is entitled to cash dividends,
if and when paid, 11.11% higher per share than Class B stock. The Company has
never declared or paid cash dividends on its common stock, and terms of the
Company's credit facility prohibit the Company from paying cash dividends,
including dividends on the Company's 9% Preferred Stock (referenced below). So
long as there are arrearages in payment of dividends of the Company's 9%
Preferred Stock the Company is prohibited from paying such cash dividends on its
common stock and Class B stock. Class B stock has limited transferability and is
convertible into common stock at any time on a share-for-share basis. At
September 30, 2003, and 2002, Class B stock outstanding amounted to 664,978 and
205,710 shares, respectively.

Non Redeemable 9% Preferred Stock

At September 30, 2003 and 2002, there were 787,900 shares of the Company's 9%
Cumulative Convertible Exchangeable Preferred Stock ("9% Preferred Stock"
outstanding. The 9% Preferred Stock accrues dividends at a rate of 9% per annum,
cumulative from the date of issuance and payable quarterly in arrears. Dividends
have been paid through June 30, 2000; dividends in arrears, which are not
accrued for financial reporting purposes since they have not been declared by
the Company, amounted to $5,761,519 at September 30, 2003 and are included in
the liquidation value disclosed in the accompanying 2003 balance sheet. Such
arrearages entitle the holders of the 9% Preferred Stock to elect two directors
until all arrearages are paid, but no such designation has been made or
requested. The 9% Preferred Stock can be converted into common stock at $136.50
per share, or the equivalent of .18315 shares of common stock for each share of
9% Preferred Stock. The Company has the option to exchange the 9% Preferred
Stock for 9% Convertible Subordinated Debentures due 2006, if there are no
arrearages in dividends.

Redeemable 5% Preferred Stock

At September 30, 2003 and 2002, there were 73,000 shares and 113,000 shares,
respectively, of the Company's Common Stock reserved for conversion of its 5%
Cumulative Convertible Preferred Stock ("5% Preferred Stock") outstanding.
Dividends at the rate of 5% per annum are payable quarterly in common stock or
cash. However, terms of the Company's credit facility prohibit payment of cash
dividends on the 5% Preferred Stock and, therefore, no dividends have been paid.
Dividends in arrears, which are not accrued for financial reporting purposes
since they have not been declared by the Company, amounted to $289,000 at
September 30, 2003 and are included in the liquidation values disclosed in the
accompanying 2003 balance sheet.

In accordance with the terms of the 5% Preferred Stock, the conversion price,
originally $5.00 per common share, was adjusted downward at predetermined reset
dates commencing on January 31, 2001, and each three months thereafter when the
average closing price of the Company's common stock during the ten trading days
preceding such predetermined dates fell below the conversion price then in
effect. However, the number of common shares to be issued on conversion was
limited since in no event could the conversion price drop below a point where
the 5% Preferred Stock would be convertible into more than 19.999% of common
stock shares outstanding, excluding Class B stock and treasury shares.

Through September 30, 2003, a total of 441,572 shares (adjusted for the
one-for-ten reverse split) of common stock have been issued on conversion of
127,000 shares of the 5% Preferred Stock. See Note 16 "Subsequent Events" for
discussion of the final conversion of the remaining 5% Preferred Stock into
common stock.
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13.

For the years ended September 30,

For the year ended Septemer 30,

and NAD. Refer to Notes 2,

Segment and Geographical Information

2003 and 2002,

Vital Network Services Division

the Company operated in one
reportable segment previously referred to as the Network Access Division

(NAD) .

2001 the Company's reportable segments were
Broadband Systems Division ("BSD"),
3 and 4.

("Vital"™)

The table below presents financial performance information by reportable

segment, (in thousands) :

Revenue
NAD
BSD
Vital

Total

Operating Income
NAD
BSD
Vital

(Loss) :

Total

Year Ended September 30,

$ 36,380
23,494
33,438

$ 93,312

$  (2,345)
(22,524)
(2,264)

S (27,133)
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The reconciliation of operating loss to loss from continuing operations before

income taxes for fiscal 2001 is as follows:

Operating Loss per above $ (27,133)
Impairment and Restructuring Charges, including inventory

impairment included in Cost of Sales (55,474)
Interest Expense (8,912)
Gain on Sale of Vital Division 11,289
Gain on Sale of Multimedia Division 2,863
Legal Settlements 5,000
Other, Net (475)
Loss from Continuing Operations before Income Taxes S (72,842)

See Note 3, "Impairment and Restructuring Charges", Note 4, "Division Sales and
Discontinued Operations", and Note 5, "Settlement of Claims and Litigation", for

discussion of the reconciling items noted above.

Consolidated revenue and long-lived asset information by geographic area is as

<Cc>
$ 1

$

2,394

2,083

follows:
<TABLE>
<CAPTION>

Revenue Long-Lived Assets
Year ended September 30, 2003 2002 2001 2003 2002
<S> <C> <C> <C> <C> <C>
United States $ 16,456 $ 20,608 $ 49,001 $ 4,313 $ 4,558
Foreign s 7,449 s 7,073 $ 44,311 $ -0- $ 1,702
</TABLE>

Foreign revenue is based on the country in which the revenue originated (ie.
where the customer placing the order is domiciled).

In fiscal years 2001 and 2002, the Company owned a building in the UK. This

long-lived asset was respectively 12% and 27% of the Company's total long-lived

assets. In fiscal 2003 no individual foreign location accounted for more than
10% of the Company's long-lived assets.

The following table summarizes the percentage of total sales for customers
accounting for more than 10% of the Company's sales. In 2001, no customer

accounted for more than 10% of the Company's sales.

For Year Ended September 30,

2003 2002
Bell Canada (Canada) 19% 13%
Sunbelt Telecommunications Inc. (United States) 12% 24%
Verizon (United States) 18% 17%
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14. Employee Incentive Plans
Stock Awards, Grants and Options

Officers and key employees may be granted incentive stock options at an exercise
price equal to or greater than the market price on the date of grant and
non-incentive stock options at an exercise price equal to or less than the
market price on the date of grant. While individual options can be issued under
various provisions, most options, once granted, generally vest in increments of
25% per year over a four-year period and expire within five years (ten years for
options granted prior to fiscal 2002). Under the terms of these stock option
plans, the Company has reserved a total of 338,707 shares of common stock at
September 30, 2003.

All share amounts and exercise prices have been adjusted to reflect the
one-for-ten share reverse split which became effective September 16, 2003. The
following summarizes activity under these stock option plans for the three
fiscal years ended September 30, 2003:

<TABLE>
<CAPTION>
Weighted Average

Shares Exercise Price
<S> <C> <C>
Options outstanding, September 30, 2000 (190,373 exercisable) 443,510 S 49.53
Options granted 61,287 8.87
Options exercised (100) 24.38
Options canceled or expired (174,089) 45.13
Options outstanding, September 30, 2001 (235,491 exercisable) 330,608 S 44 .32
Options granted 0 0.00
Options exercised 0 0.00
Options canceled or expired (194,393) 38.49
Options outstanding, September 30, 2002 (114,239 exercisable) 136,215 $ 52.63
Options granted 232,061 0.64
Options exercised 0 0.00
Options cancelled or expired (84,966) 62.92
Options outstanding, September 30, 2003 (234,792 exercisable) 283,310 S 6.96
</TABLE>

The following summarizes additional information regarding options outstanding
and options exercisable as of September 30, 2003:

<TABLE>
<CAPTION>
Options Outstanding Options Exercisable
Weighted Contractual Weighted
Range of Number of Average Life Number of Average
Exercise Prices Shares Exercise Price (Years) Shares Exercise Price
<S> <C> <C> <C> <C> <C>
$ 0.01 - $ 0.01 195,400 $ 0.01 2.50 193,900 $ 0.01
3.50 - 3.55 4,000 3.53 7.62 2,000 3.53
4.00 - 4.00 46,661 4.00 9.48 5,000 4.00
4.35 - 24.38 9,271 18.33 6.31 7,920 20.60
26.88 - 37.50 10,601 30.97 5.20 10,100 31.18
40.00 - 65.00 9,072 50.58 6.44 7,617 50.22
66.25 - 82.50 4,150 72.52 3.73 4,150 72.52
96.25 - 96.25 300 96.25 3.08 300 96.25
100.94 - 100.94 200 100.94 6.45 150 100.94
123.13 - 123.13 3,295 123.13 2.03 3,295 123.13
155.00 - 155.00 360 155.00 0.82 360 155.00
$ 0.01 $ 155.00 283,310 $ 6.96 4.09 234,792 $ 7.22
</TABLE>
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The weighted average option price of exercisable options was $7.22, $59.20 and
$55.25 at September 30, 2003, 2002 and 2001, respectively.

On September 30, 2003, the Stock Option Committee of the Board of Directors
authorized certain awards, grants and options pursuant to the 2003 Stock and
Bonus Plan ("Plan") that was adopted as part of the Plan of Reorganization that
became effective September 15, 2003.

Pursuant to the Plan, the Committee awarded Howard S. Modlin, Chief Executive
Officer, 459,268 shares of the Corporation's Class B Stock and Lee M. Paschall
and John L. Segall, Directors, 25,000 shares each of the Corporation's Common
Stock. The shares issued under such grants are not registered under the
Securities Act of 1933 and must be held for investment unless so registered or
an exemption from registration exists. These awards increased the Company's
total Common Stock and Class B Stock outstanding at September 30, 2003 to
3,941,753 shares.

The Committee also awarded an aggregate of 195,400 stock options to purchase the
Corporation's Common Stock at $.01 per share to all current employees (a total
of 112 employees), including 25,000 each to William G. Henry, Vice President
Finance and Administration and Chief Financial Officer, George Gray, Vice
President Engineering and Manufacturing and George Best, Vice President Sales
and Marketing, which grants may be exercised at any time on or before March 31,
2006 except such grants for 1,500 shares may not be exercised until September
30, 2004. The shares issuable pursuant to the options and grants are not
registered under the Securities Act of 1933 and must be held for investment
until so registered or an exemption from registration exists.

The Company accounts for stock compensation expense in accordance with
Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to
Employees". As a result of the stock awards and grants described above, the
Company recorded compensation expense in the quarter ended September 30, 2003 in
the amount of $1,923,000 which is included in selling, general and
administrative expense.

Employee Stock Purchase Plan

The Company's stock purchase plan was discontinued in March 2001. Previously the
plan provided that at the end of each six-month payment period, common stock was
purchased at 85 percent of the market value of the stock on the first or last
day of the payment periods, whichever was lower. However, the purchase of common
stock under this plan was prohibited if 85 percent of the market value of the
common stock is less than the book value per share.

Employee Retirement Savings and Deferred Profit Sharing Plan

Under the retirement savings provisions of the Company's retirement plan
established under Section 401 (k) of the Internal Revenue Code, employees are
generally eligible to contribute to the plan after three months of continuous
service in amounts determined by the plan. In 2001 the Company discontinued its
previous policy of making matching contributions. Employees become fully vested
in the Company's contributions after three years of continuous service, death,
disability, or upon reaching age 65. No amounts were charged to expense for the
fiscal years ended September 30, 2003, 2002 and 2001.
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The deferred profit sharing portion of the plan provides that the Company may
make contributions to the plan based upon a formula measuring profitability in
relation to revenues. Additional amounts may be contributed at the discretion of
the Company. There were no such contributions for fiscal 2003, 2002 or 2001.

15. Earnings (Loss) Per Share

Basic and diluted earnings (loss) applicable to common stock is computed as
follows (in thousands except share data);

<TABLE>
<CAPTION>
Fiscal Year Ended 2003 2002 2001
<S> <C> <C> <C>
Numerator:
Net income (loss) S 4,624 S (1,090) $ (73,534
Dividends applicable to preferred stock (1,910) (1,914) (1,990)
Earnings (loss) applicable to common and Class B stock $ 2,714 s (3,004) $ (75,524
Denominator:
Weighted average common and Class B shares outstanding 3,401,295 3,380,474 3,157,864
Basic and diluted earnings (loss) per common and Class B share $ 0.80 $ (0.89) S (23.92)
</TABLE>

Dividends applicable to preferred stock represent accumulating dividends that
are not declared or accrued. Outstanding securities, not included in the
computation of earnings (loss) per share because of their antidilutive impact on
reported earnings (loss) per share, which could potentially dilute basic
earnings per share in the future, include contingent shares underlying warrants
granted to secured lenders, convertible preferred stock and employee stock
options and warrants. For additional disclosure information, including
conversion terms, refer to Notes 6, 12 and 14. Employee stock options and other
common stock equivalents were anti-dilutive in fiscal 2003, 2002 and 2001.

16. Subsequent Events

On November 5, 2003, the holder of the remaining 73,000 shares of 5% Preferred
Stock (see Note 12), surrendered such shares for conversion into 27,097
post-split shares of the Corporation's Common Stock, which surrender and
conversion had the effect of reducing the stockholders' deficit by $1,825,000.

On December 30, 2003, pursuant to authorization by the Board of Directors and
amendment of the New Loan Agreement, the Corporation borrowed $300,000 from each
of Howard S. Modlin, Chairman of the Board and John L. Segall, a Director, for
working capital purposes. The loans are for two years payable on December 29,
2005 and bear interest at the rate of 10% per annum payable monthly commencing
May 1, 2004. The notes are convertible into Common Stock at a conversion price
of $2.12 per share and are secured by all the assets of the Corporation behind
the first lien of the Corporation's senior lenders. Any shares issued on
conversion will not be registered and must be held for investment without a view
to distribution.

17. Related Party Transactions

Mr. Howard Modlin, Secretary and a Director of the Company since 1969 and
Chairman of the Board of Directors of the Company since November 2001 and
currently Chairman, President and Chief Executive Officer, is also President of
the law firm of Weisman, Celler Spett & Modlin, P.C. ("WCSM") to whom the
Company was indebted for legal services in excess of $2,179,000 for work
performed prior to November 2001 and in settlement for which the Company issued
subordinated debentures.WCSM has filed a claim for $294,000 for work performed
between November 2001 and September 15, 2003 which was approved and authorized
by the bankruptcy court subsequent to September 30, 2003. Furthermore, the
Company was indebted to Mr. Modlin for fees for company director meetings he
attended prior to November 2001 for which he received subordinated debentures in
the total amount of $16,400. WCSM was paid $690,000 by the Company in fiscal
2001 (none in fiscal 2002 and 2003) for services rendered.
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On September 30, 2003 the Stock Option Committee of the Board of Directors
awarded Mr. Modlin 459,268 shares of the Corporation's Class B stock and Lee M.
Paschall and John L. Segall, Directors, 25,000 shares each of the Corporation's
Common Stock, all subject to registration restrictions. Refer to Note 14,
"Employee Incentive Plans" for further discussion. Messrs. Segall and Paschall
respectively received subordinated debentures in the total amount of $19,900 and
$17,900 in payment for directors fees for Company director meetings they
attended prior to November 2001. In addition, Messrs, Mr. William G. Henry, Vice
President, Finance and Administration, and Mr. George M. Gray, Vice President,
Manufacturing and Engineering have filed claims in Chapter 11 bankruptcy
proceedings for past services and bonuses in the amounts of $561,385 and
$50,000, respectively. These claims are still pending in the bankruptcy
proceedings and the amount of these claims are included in debentures in
long-term debt, along with other unsecured creditors at the time of the
bankruptcy filing, in the accompanying balance sheet. If these claims are not
allowed in the bankruptcy proceedings, at such time adjustments will be made in
the amount of debentures in long-term debt.

See Note 16 regarding loans made to the Company by Messrs. Howard Modlin and
John L. Segall.

18. Other Current and Other Long-Term Liabilities

Other current liabilities are comprised of the following (in thousands) :

September 30, 2003 2002
Reserve for foreign tax obligations S 2,421 S 2,412
Accrued professional fees 2,118 1,576
Accrued post retirement benefits 713 750
Accrued property taxes 580 1,030
Other 1,712 9,181
$ 7,544 $ 14,949

Amounts for fiscal 2002 include both "other current liabilities" and "other
current liabilities subject to compromise" as reflected on the Company's balance
sheet.

Other long-term liabilities in fiscal 2003 in the amount of $2,654,000 (none in
fiscal 2002) consist of priority tax claims to be paid over six years in
accordance with the Company's Reorganization Plan and emergence from bankruptcy
(see Note 6).
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

On October 1, 2003, the Company was advised by its independent accountants,
PricewaterhouseCoopers LLP ("PwC") that such accountants had declined to stand
for re-election as independent accountants for the Company with respect to the
audit of the Company's financial statements as of and for the year ended
September 30, 2003 and the Company received a letter from them that the
client-auditor relationship between the Company and such independent accountants
would cease upon the issuance of the report of PwC related to the audits of the
Company's financial statements as of September 30, 2002 and 2001 and for the
years then ended.

The Company was a debtor and debtor in possession under Chapter 11 of the
Federal Bankruptcy Code between November 2, 2001 and September 15, 2003 and had
not filed its Form 10-K reports or audited financial statements for the years
ended September 30, 2001 or 2002. While the Company had filed monthly operating
reports with the Bankruptcy Court during the bankruptcy period and included
financial results contained therein and additional consolidated results in Form
8-K filings, PwC performed no procedures whatsoever regarding such financial
information.

In this Form 10-K filing for the year ended September 30, 2003 the report of PwC
covering the financial statements as of and for the years ended September 30,
2002 and 2001 contains no adverse opinion or disclaimer of opinion and is not
qualified or modified as to uncertainty, audit scope, or accounting principle.
There were no disagreements with PwC on any matter of accounting principles or
practices, financial statement disclosure, or auditing scope or procedure, which
disagreements if not resolved to the satisfaction of PwC would cause them to
make reference thereto in their report on the Company's financial statements as
of and for the years ended September 30, 2002 and 2001. For the subsequent
period through October 1, 2003, there had been no disagreements with PwC on any
matter of accounting principles or practices, financial statement disclosure, or
auditing scope or procedure.

There were no reportable events (as defined in Regulation S-K Item 304 (a) (1) (v))
for the years ended September 30, 2002 and 2001, and for the subsequent period
through October 1, 2003.

Reference is made to Form 8-K dated this date with respect to material
weaknesses which previously existed, as identified by the Company's former
independent accountants (PwC) during the course of the audits for the fiscal
years ended September 30, 2002 and 2001.

On November 4, 2003, the Audit Committee of the Board of Directors of the
Company retained Eisner LLP as the Company's independent accountants for the
fiscal year ended September 30, 2003 to replace PwC.

During the Company's two most recent fiscal years and subsequent interim period
through November 3, 2003, the Company did not consult Eisner LLP, the newly
engaged auditors, on any matters regarding either (i) the application of
accounting principles to a specific transaction, either completed or proposed,
or the type of audit opinion that might be rendered on the Company's financial
statements by Eisner LLP that was an important factor considered by the Company
in reaching a decision as to any accounting, auditing or financial reporting
issue; or (ii) any matter that was either the subject of a disagreement, as that
term is used in Item 304 (a) (1) (iv) of Regulation S-K and the related
instructions to Item 304 of Regulation S-K, or a reportable event as that term
is defined in Item 304 (a) (1) (v) of Regulation S-K.
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ITEM 9A. CONTROLS AND PROCEDURES

As of the end of the period covered by this report, the Company carried out an
evaluation, under the supervision and with the participation of the Company's
management, including the Company's Chairman, President and Chief Executive
Officer, and Vice President and Chief Financial Officer, of the effectiveness of
the design and operation of the Company's disclosure controls and procedures
pursuant to Exchange Act Rule 13a-15. Based upon that evaluation, the Company's
Chairman, President and Chief Executive Officer, and Vice President and Chief
Financial Officer, have concluded that the Company's disclosure controls and
procedures are effective.
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PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information with respect to directors will be filed by amendment within 120 days
after the end of the Company's fiscal year ended September 30, 2003.

Name Position Age

Howard S. Modlin Chairman of the Board of Directors, 72
Chief Executive Officer, President and Secretary

William G. Henry Vice President, Finance and Administration and 54
Chief Financial Officer

George M. Gray Vice President, Engineering and Manufacturing 53

George Best Vice President, Sales and Marketing 61

Mr. Howard S. Modlin, Chairman of the Board and Chief Executive Officer was
elected to such position in November 2001 following the death of Charles P.
Johnson, the Company's founder. Mr. Modlin was also elected President in April
2003. Mr. Modlin is an attorney and President of the firm of Weisman Celler
Spett & Modlin P.C., and has been Secretary, a Director and counsel to the
Company since its formation.

Mr. William G. Henry, Vice President, Finance and Administration and Chief
Financial Officer, joined the Company as Corporate Controller in January 1984,
was appointed an officer of the Company in June 1989, was elected Vice President
in February 1996, was promoted to Vice President, Finance and Chief Financial
Officer in February 1999 and to his present positions in April, 2003.

Mr. George M. Gray, Vice President, Engineering and Manufacturing, has held
positions of major responsibility within the Company since September 18, 2000
and has served in executive capacities since September 15, 2003, the effective
date of its Plan of Reorganization.

Mr. George Best, Vice President, Sales and Marketing, has held positions of
major responsibility within the Company since April 22, 2001 and has served in
executive capacities since September 15, 2003, the effective date of its Plan of
Reorganization.
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SECTION 16 (a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

The Corporation's executive officers and directors are required under
Section 16(a) of the Securities Exchange Act of 1934 to file reports of
ownership and changes in ownership with the Securities and Exchange Commission.
Copies of those reports must also be furnished to the Corporation.

Based solely on a review of the copies of reports furnished to the
Corporation and discussions with the Corporation's executive officers and
directors, the Corporation believes that during the proceeding year all filing
requirements applicable to executive officers and directors were met.

AUDIT COMMITTEE FINANCIAL EXPERT

Our board of directors has determined that Lee Paschall, chairman of the
Company's audit committee, is an "audit committee financial expert." Mr.
Paschall is an independent director, as that term is used in Item 7 (d) (3) (iv)
of Schedule 14A under the Securities Exchange Act of 1934.

CODE OF CONDUCT AND ETHICS

We have adopted a Code of Conduct and Ethics ("Code") that applies to all
of the Company's employees. The Code is located on the Company's website
(www.gdc.com) . Any amendments or waivers to the Code will be promptly disclosed
on our website as required by applicable laws, rules and regulations of the
Securities and the Exchange Commission.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 11 will be filed by amendment.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The information required by Item 12 will be filed by amendment.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by Item 13 will be filed by amendment.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Not applicable.
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ITEM 1

(a)

(ii)

(iii)

5.

(1)

(3)

PART IV
EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

Financial Statements - The financial statements (including the Notes
thereto) listed in the Index to Consolidated Financial Statements and
Financial Statement Schedule (set forth in Item 8 of Part II of this
Form 10-K) are filed within this Annual Report on Form 10-K.

Financial Statement Schedule - The Financial Statement Schedule listed
in the Index to Consolidated Financial Statements and Financial
Statement Schedule (set forth in Item 8 of Part II of this Form 10-K)
is filed as part of this Annual Report on Form 10-K.

Exhibits - The exhibits listed under Item 15(c) hereof are filed as
part of this Annual Report on Form 10-K.

Reports on Form 8-K.

The
the

following reports on Form 8-K were filed during the last quarter of
period covered by this report:

A report dated July 23, 2003 containing unaudited consolidated
financial results for the months of February, March, April and May,
2003 derived from the Company's monthly operating reports filed with
the United States Bankruptcy Court in Delaware and United States
Trustee.

A report dated August 8, 2003 reporting the confirmation on August 5,
2003 of the Company's Plan of Reorganization by the United States
Bankruptcy Court.

A report dated September 10, 2003 containing unaudited consolidated
financial reports for July 2003 derived from the Company's filings
with the United States Bankruptcy Court and United States Trustee.

A report dated September 17, 2003 reporting the Company's Plan of
Reorganization became effective September 15, 2003 and containing
certain exhibits including the Company's new loan agreement with
secured lenders.

A report on Form 8-K/A dated September 18, 2003 amending the September
17, 2003 report on Form 8-K to add additional exhibits.

Exhibits
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Exhibit No. Description

3.1 Restated Certificate of Incorporation of the Corporation /1/

3.2 Amended By-Laws of the Corporation /2/

4.1 Certificate of the Powers, Designation, Preferences, Rights and
Limitations of 9% Cumulative Convertible Exchangeable Preferred
Stock /3/

4.2 Indenture dated May 1, 1997 covering presently unissued 9%
Convertible Subordinated Debentures due 2006 /4/

4.3 Supplemental indenture, dated September 26, 1997, which amends

the May 1, 1997 Indenture covering presently unissued 9%
Convertible Subordinated Debentures due 2006 /5/

4.4 Indenture dated September 15, 2003 covering issued 10% Adjustable
Senior Subordinated Debentures due 2007 /6/

4.5 Form of Warrant issued with 5% Cumulative Convertible Preferred
Stock /7/

4.6 Common Stock Purchase Warrant W-1 issued to Secured Lenders /8/

4.7 Common Stock Purchase Warrant W-2 issued to Secured Lenders /9/

10.1 2003 Stock and Bonus Plan /10/

10.2 Form of Stock Option Under 2003 Stock and Bonus Plan

10.3 Form of Conditional Grant Under 2003 Stock and Bonus Plan

10.4 1984 Incentive Stock Option Plan, and related amendments /11/

10.5 1985 Stock Option Plan /12/

10.6 1991 Stock Option Plan /13/

10.7 1998 Stock Option Plan /14/

10.8 Non-Statutory Stock Option Agreement Form - employee /14/

10.9 Non-Statutory Stock Option Agreement Form - non-employee /14/

10.10 Retirement Savings and Deferred Profit Sharing Plan, and related
amendments /15/

10.11 Loan and Security Agreement dated as of August 20, 2002 between
General DataComm Industries, Inc., et al., and Ableco Finance,
LLC /16/

10.12 Registration Rights Agreement for 5% Preferred Stock /17/

10.13 Subordinated Security Agreement dated September 15, 2003 /18/

14.1 Code of Conduct and Ethics

21. Subsidiaries of the Registrant

31.1 Rule 13a-14(a)/15d-14(a) Certification by Chief Executive Officer.

31.2 Rule 13a-14(a)/15d-14(a) Certification by Chief Financial Officer.

32.1 Section 1350 Certification by Chief Executive Officer.

32.2 Section 1350 Certification by Chief Financial Officer.

69



<PAGE>
Exhibi
/1/
/2/

/3/
/4/

/5/
/6/

/77
/8/

/9/
/10/

/11/

/12/

/13/
/14/

/15/

/16/
/17/

/18/

t footnotes

Incorporated by reference to Exhibit 3.1 to Form 8-K/A dated September 18,
2003.

Incorporated by reference to Exhibit 3.2 to Form 8-K/A dated September 18,
2003.

Incorporated by reference to Exhibit 4 to Form dated October 8, 1996.
Incorporated by reference to Exhibit 4.1 to Form 10-Q for quarter ended
September 30, 1997.

Incorporated by reference to Exhibit 4.3 to Form 10-K for the year ended
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Incorporated by reference to Exhibit 4.1 to Form 8-K dated September 17,
2003.

Incorporated by reference to Exhibit 4.2 to Form 8-K dated July 31, 2000.
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2003.

Incorporated by reference to Exhibit 4.3 to Form 8-K dated September 17,
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Incorporated by reference to Exhibit 10.2 to Form 8-K/A dated September
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Incorporated by reference from Exhibit 1(a), Form S-8, Registration
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Exhibit 10.19 to Form 10-K for year ended September 30, 1987 and Exhibit
10.2 to Form 10-Q for quarter ended December 31, 1987.

Incorporated by reference from Exhibit 10a, Form S-8, Registration
Statement No. 33-21027. Amendments thereto are incorporated by reference
from Part II of prospectus dated August 21, 1990, contained in Form S-8,
Registration Statement No. 33-36351 and as Exhibit 10.3.2 to Form 10-Q for
quarter ended June 30, 1991.

Incorporated by reference from Form S-8, Registration Statement No.
333-35299.

Incorporated by reference from Form S-8, Registration Statement No.
333-52302

Incorporated by reference from Form S-8, Registration Statement No.
33-37266. Amendments thereto are incorporated by reference to Exhibit
10.16 to Form 10-Q for the quarter ended December 31, 1996.

Incorporated by reference to Exhibit 10.1 to Form 8-K dated September 17,
2003.

Incorporated by reference from Exhibit 10.2 to Form 8-K dated July 31,
2000.

Incorporated by reference to Exhibit 10.1 to Form 8-K/A dated September
18, 2003.
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Pursuant to the requirements of the Securities 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:

Signature Title Date

/s/ HOWARD S. MODLIN Chairman of the Board and January 13, 2004
———————————————————— Chief Executive Officer
HOWARD S. MODLIN

/s/ WILLIAM G. HENRY Vice President, Finance January 13, 2004
———————————————————— Chief Financial Officer
WILLIAM G. HENRY

/s/ LEE M. PASCHALL Director January 13, 2004

LEE M. PASCHALL

/s/ JOHN L. SEGALL Director January 13, 2004

JOHN L. SEGALL

ALETTA RICHARDS Director January 13, 2004
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SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

<TABLE>
<CAPTION>

<S>

(in thousands)

Inventory Reserves/1/:

Year ended
Year ended
Year ended

Allowance for
Year ended
Year ended
Year ended

Allowance for
Year ended
Year ended
Year ended

</TABLE>

Balance at Additions Deductions Balance at

Beginning Charged to from End

of Year Income Reserves/2/ of Year

<C> <C> <C> <C>
September 30, 2003 $ 6,199 $ - $ 2,022 $ 4,177
September 30, 2002 6,223 - 24 6,199
September 30, 2001 22,007 2,710 18,494 6,223
Doubtful Accounts/1/:
September 30, 2003 $ 821 $ 334 $ 641 S 514
September 30, 2002 770 738 687 821
September 30, 2001 2,037 - 1,267 770
Notes Receivable/1/:
September 30, 2003 $ 15,132 $ - $ - S 15,132
September 30, 2002 15,132 - - 15,132
September 30, 2001 - 15,132 15,132

/1/ Deducted from related asset in the balance sheet.
/2/ Deductions from reserves are due to:

(a)

(b)

Inventory Reserves: Write-down and disposal of obsolete inventory
and, in addition, the charge off inventory related to businesses
sold in fiscal 2001.

Allowance for Doubtful Accounts: write-off of uncollectable accounts
receivable.
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Exhibit 10.2

AGREEMENT made as of September 30, 2003 between GENERAL DATACOMM
INDUSTRIES, INC., a Delaware corporation having offices at 6 Rubber Avenue,
Naugatuck, Connecticut 06770 ("Grantor") and ("Optionee") .

WITNESSETH:

WHEREAS, Grantor is desirous of inducing Optionee to accept employment
by the Grantor,

NOW THEREFORE, in consideration of the promise of the Optionee to remain
in the continuous service of the Grantor for a period of at least one year from
the date of the granting of this option at the pleasure of the Board of
Directors at such compensation as the Board or the Chairman of the Board shall
reasonably determine, and for other good and valuable consideration, the Grantor
hereby grants the Optionee Stock Options to purchase common stock of the Grantor
on the following terms and conditions:

1. OPTION. Pursuant to its 2003 Stock and Bonus Plan Non-Qualified(the
"Plan"). The Grantor hereby grants to the Optionee the option to purchase up to

shares of common stock, par value .01 cent per share, of the Grantor to
be issued upon the exercise hereof, fully paid and non-assessable, during the
following periods.

(a) No shares may be purchased prior to the expiration of twelve (12) months
from the date of this option (unless otherwise authorized by the Stock Option
Committee of the Board of Directors) or after five (5) years from the date
thereof.

(b) All or any part of shares may be purchased during the period commencing
September 30, 2004 and terminating at 5:00 p.m. on September 29, 2008.

(c) All or any part of shares may be purchased during the period
commencing September 30, 2005 and terminating at 5:00 p.m. on September 29,
2008.

(d) All or any part of shares may be purchased during the period
commencing September 30, 2006 and terminating at 5:00 p.m. on September 29,
2008.

(e) All or any part of shares may be purchased during the period commencing
September 30, 2007 and terminating at 5:00 p.m. on September 29, 2008.

2. PURCHASE PRICE. The purchase price shall be $4.00 per share, payable in
cash or by check (subject to collection) to the Grantor, or in the alternative,
payment may be made by delivery of common stock of the Grantor valued at the
closing price of such common stock on the trading market on which traded on the
date of exercise. The Grantor shall pay all original issue or transfer taxes on
the exercise of this option and all other fees and expenses necessarily incurred
by the Grantor in connection therewith.

3. EXERCISE OF OPTION. The Optionee shall notify the Grantor by certified
or registered mail addressed to its principal offices as to the number of shares
which Optionee desires to purchase under the options herein granted, which
notice shall be accompanied by payment (by cash, check or stock of the Grantor
as above provided) of the option price therefore as specified in paragraph 2
above. As soon as possible thereafter the Grantor shall, at its principal
office, tender to Optionee certificates issued in the Optionee's name evidencing
the shares purchased by the Optionee.
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4. OPTION CONDITIONED ON CONTINUED EMPLOYMENT.

(a) Each of the aforesaid options shall terminate and be void if the
Optionee is not in the employ of the Grantor on the date in which such option is
first exercisable.

(b) The Optionee shall have the right to purchase the shares as to which the
options shall become exercisable only while Optionee is employed by the Grantor,
except i1f the Optionee's employment has terminated by the Grantor without cause
or for Normal Retirement by the Optionee, the options may be exercised to the
extent that they are exercisable upon the effective date of such termination, at
any time within three (3) months after the date of termination but in no event
after the expiration of the last option herein contained, provided if employment
is terminated for cause or by the Optionee voluntarily other than for disability
or Normal Retirement the options shall immediately terminate. If the Optionee
terminates his employment because of disability as defined in the Plan, he shall
have 180 days from such date, but in no event after the expiration of the last
option herein contained to exercise such options to extent exercisable at such
time.

5. DIVISIBILITY AND NON-ASSIGNABILITY OF THE OPTIONS.

(a) The Optionee may exercise the options herein granted from time to time
during the periods of their respective effectiveness with respect to any whole
number of shares included therein.

(b) The Optionee may not give, grant, sell, exchange, transfer legal title,
pledge, assign or otherwise encumber or dispose of the options herein granted or
any interest therein, otherwise than by will or the laws of descent and
distribution, and these options, or any of them, shall be exercisable during
Optionee's lifetime only by the Optionee.

(c) In the event of the Optionee's death (i) while employed by the Grantor
or (ii) within three (3) months of the termination of Optionee's employment
without cause by Grantor or by Optionee for Normal Retirement or (iii) within
180 days following termination for disability but excluding termination either
for cause or voluntarily by the Optionee for other than disability or Normal
Retirement, Optionee's estate, or any person who acquired the right to exercise
such option by bequest or inheritance or by reason of the death of the Optionee,
shall have the right at any time within a period of one (1) year after the
Optionee's death, but not after five (5) years from the date hereof, to exercise
this option to the extent the option was exercisable on the date of death.

(d) In the event of the Optionee's permanent and total disability while
employed by the Grantor, the Optionee shall have the right at any time within a
period of 180 days after cessation of Optionee's employment, but not after five
(5) years from the date hereof, to exercise this option to the extent
exercisable at the time of such disability.

For this purpose, the Optionee shall be considered permanently and
totally disabled if Optionee is unable to engage in any substantial gainful
activity by reason of any medically determinable physical or mental impairment
which can be expected to result in death or which has lasted or can be expected
to last for a continuous period of not less than twelve (12) months. The
Optionee shall not be considered permanently and totally disabled unless
Optionee furnishes proof of the existence thereof in such form and manner and at
such times as a committee appointed by the Chairman of the Board of Grantor may
require.

The Optionee agrees that said committee's determination as to whether
the Optionee is permanently and totally disabled shall be final and absolute,
and not subject to question by the Optionee, a representative of the Optionee,
or the Grantor.
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6. STOCK AS INVESTMENT. By accepting this option the Optionee agrees for
the Optionee, Optionee's heirs and legatees that unless the shares have been
registered under the Securities Act of 1933, as amended, any and all shares
purchased hereunder shall be acquired for investment and not for distribution,
and upon the issuance of any or all of the shares subject to the option granted
hereunder, the Optionee, or Optionee's heirs or legatees receiving such shares,
shall deliver to the Grantor a representation in writing that such shares are
being acquired in good faith for investment and not for distribution. Grantor
may place a "stop transfer" order with respect to such shares with its transfer
agent and place an appropriate restrictive legend on the stock certificate
unless such shares are registered.

7. RESTRICTION ON ISSUANCE OF SHARES. The Grantor shall not be required to
issue or deliver any certificate for shares of its capital stock purchased upon
the exercise of this option:

(a) prior to the admission of such shares to listing on any stock market or
exchange on which the stock may at that time be listed and, in the event of the
exercise of this option with respect to any shares of stock subject hereto, the
Grantor shall make prompt application for such listing;

(b) unless the prior approval of such sale or issuance has been obtained
from any state regulatory body having jurisdiction; or

(c) unless the shares with respect to which the option is being exercised
have been registered under the Securities Act of 1933, as amended, or are exempt
from registration.

8. ADJUSTMENT OF SHARES.

(a) If additional shares of common stock are issued by the Grantor pursuant
to a stock split or stock dividend in excess of 5% in any one fiscal year of the
Grantor, the number of shares of common stock then covered by each option
granted herein shall be increased proportionately with no increase in the total
purchase price of the shares then so covered. In the event that the shares of
common stock of the Grantor are reduced at any time by a combination of shares,
the number of shares of common stock then covered by each options granted herein
shall be reduced proportionately with no reduction in the total price of the
shares then so covered. If the Grantor shall be reorganized, consolidated or
merged with another corporation, or if all or substantially all of the assets of
the Grantor shall be sold or exchanged, the Optionee shall, at the time of
issuance of the stock under such a corporate event, be entitled to receive upon
the exercise of his option, the same number and kind of shares of stock or the
same amount of property, cash or securities as he would have been entitled to
receive upon the happening of any such corporate event as if he had been,
immediately prior to such event, the holder of the number of shares covered by
this option. No option adjustment shall be made for stock dividends or stock
splits which are not in excess of 5% in any one fiscal year (even though the
cumulated total of such stock dividends over the life of an option may be in
excess of 5%), cash dividends or the issuance to stockholders of the Company of
rights to subscribe for additional common stock or other securities.

(b) Any adjustment in the number of shares shall apply proportionately to
only the unexercised portion of an option granted hereunder. If fractions of a
share would result from any such adjustment, the adjustment shall be revised to
the next higher whole number of shares.

9. NO RIGHTS IN OPTION STOCK. Optionee shall have no rights as a
stockholder in respect of shares as to which the option shall not have been
exercised and payment made as herein provided and shall have no rights with
respect to such shares not herein provided.

10. NO CONTRACT OF EMPLOYMENT. Optionee further represents, covenants and
warrants this Agreement does not constitute a contract of employment with the
Grantor or any of its subsidiaries or affiliates, nor does it give the Optionee
any right to be employed by the Grantor, and that unless Optionee has a written
contract of employment signed by the Grantor, Optionee's employment is
terminable at will by Grantor, with or without cause.
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11. BINDING EFFECT. Except as herein otherwise expressly provided, this
Agreement shall be binding upon and inure to the benefit of the parties hereto,
their legal representatives and assigns.

12. JURISDICTION OF DISPUTES. The appropriate Federal or State Courts of or
located in the State in which the Grantor has its principal executive offices
shall have exclusive Jjurisdiction of all disputes arising under this Agreement.

13. COVENANT NOT TO COMPETE AND CANCELLATION AND RESCISSION OF OPTIONS. As a
condition for acceptance of this Agreement, Optionee agrees that during the one
(1) year period following Optionee's termination of employment for any reason
(excluding any such termination by Grantor), Optionee shall not, directly or
indirectly, work for or render any services to any person, firm or business
located within a 150 mile radius of Grantor's Corporate office in Naugatuck,
Connecticut which offers products and/or services competitive to the products
and/or services of Grantor. Upon termination, in order to ascertain if future
employment would be deemed to be in non-compliance with this covenant, an
Optionee should notify the Grantor as to Optionee's future employer and make a
request for approval to retain Optionee's rights under this option on the basis
of demonstrating that Optionee is not entering into a competitive situation. If
a non-competitive situation is demonstrated to the Company's satisfaction, then
such approval shall not be unreasonably withheld. In the event Optionee fails to
comply with or otherwise breaches this covenant in any way, (i) all unexercised
options shall immediately be rescinded and be of no further force or effect, and
(ii) during the two year period following any such termination, Grantor may
notify Optionee in writing of the rescission of any options exercised by
Optionee after any such termination and/or within nine (9) months prior to any
such termination of Optionee's employment. Within ten (10) days after receiving
such a notice from Grantor, the Optionee shall pay to Grantor in cash, the
aggregate amount of any gain resulting from the exercise by Optionee of such
rescinded options and the subsequent sales of the shares received on such
exercise or, i1f no such sale of said shares has occurred, at Grantor's demand,
return the shares received on the exercise of such rescinded options against the
refund by the Grantor of the exercise price therefor.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the
day and year first above written.

GENERAL DATACOMM INDUSTRIES, INC. (Grantor)
By:

Howard S. Modlin, Chairman of the Board

First/Middle/Last Name (Optionee)
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Exhibit 10.3
As of September 30, 2003
Mr.
Re: 2003 Stock and Bonus Plan

Dear

Pursuant to the Corporation's 2003 Stock and Bonus Plan, on September
30, 2003, the Stock Option Committee of the Board of Directors has awarded you a
Conditional Stock Award to purchase shares of the Corporation's Common Stock
at a purchase price of $.01 per share, which shares may be purchased by you in
whole or in part at any time on or before March 31, 2006 by written notice to

the Corporation accompanied by payment in full of the purchase price for the
shares purchased.

You acknowledge and agree that the rights granted hereunder are
nontransferable other than by will or the laws of descent and distribution, and
that you have no rights as a stockholder of the Corporation until you exercise
such award and purchase such shares. Furthermore, if you exercise such award and
purchase such shares, you acknowledge and agree the shares will be purchased for
investment and not with a view to distribution and that the certificate for such
shares shall bear a restrictive legend restricting the transfer of such shares
unless and until the shares are registered under the Securities Act of 1933 or
an exemption from such registration, such as Rule 144, is available.

Please confirm your acceptance of these terms below.
Very truly yours,
GENERAL DATACOMM INDUSTRIES, INC.
By:
Howard S. Modlin

Chief Executive Officer

Acknowledged, Accepted
and Agreed to:
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INTRODUCTION

The success of any business depends upon its people and the way in which they
conduct themselves in their business dealings. General DataComm Industries, Inc.
is committed to the highest standards of ethical business conduct and fairness
in its dealings with its customers, suppliers and employees. Only by maintaining
exemplary standards of conduct, integrity and fair dealing can we create and
foster an environment necessary for our combined business and individual
success.

This Code of Conduct and Ethics expands on and supplements existing policies and
is intended to be a guide not only for its principal executive and financial
officers, but all employees. Good judgment and business ethics should be relied
upon in your daily business practices. Questions about any aspect or suspected
violation of this Code of Conduct and Ethics should be directed to the Vice
President, Finance and Administration.

Since its inception, General DataComm has deliberately focused on the quality of
its people and its products. And we continue that emphasis today. By
recommitting and rededicating ourselves to the highest ethical standards, we
will secure our reputation and achieve success as a leading provider of
information networks and communications products worldwide.

Howard S. Modlin
Chairman of the Board
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CONFLICTS OF INTEREST

Every employee has a duty of undivided loyalty to GDC. Consequently, employees
should make decisions objectively and in GDC's best interest. Competing personal
interests can interfere with an employee's judgment, create an unfavorable
impression or generate the appearance of impropriety. Therefore, each employee
should avoid any activity, interest or relationship that could conflict with
GDC's best interest. If a potential conflict cannot be avoided, it should
immediately be disclosed in writing and submitted to the Vice President, Finance
and Administration. Many questions involving potential conflicts of interest can
be equitably resolved if adequately disclosed and reviewed.

Employees will be asked periodically to certify that they have read this policy
and disclosed any potential conflicts. Violations of this policy may subject
employees to appropriate sanctions which may include dismissal.

Following are some examples of circumstances where conflicts of interest could
arise:

Outside Business Interests

Unless otherwise authorized in writing by the Vice President, Finance and
Administration, no outside employment which directly or indirectly competes with
the best interests of GDC may be undertaken. In addition, employees may not aid
the business of any other company, concern or individual, (1) in any matter
related to the business of GDC except as required by or pursuant to GDC's
business, or (2) in a manner which interferes with the employee's service to GDC
without prior written consent. Any outside activity which interferes or
conflicts with the best interests of GDC is not authorized and must be avoided.
This activity includes advising another company or serving as a director with a
supplier or customer.

Employees may not own, directly or indirectly, financial interests in suppliers
or competitors except for publicly traded securities in which the employee's
percentage of ownership is less than one percent (1%). Employees may not derive
personal gain, directly or indirectly, from purchases or sales made by GDC or
from other transactions to which GDC is a party, other than through
participation in a GDC compensation or benefit plan.

Employees may not borrow money from or lend money to a supplier or a competitor.
Gifts and Gratuities

In today's competitive business climate, the offering or receipt of promotional
favors, gifts of nominal value or the practice of infrequent and modest
entertainment is not unusual. There are, however, situations involving the
exchange of gifts or unusual entertainment which could conceivably be construed
as requesting or offering special treatment. Consequently, GDC has adopted the
following policy:

No employee may accept or offer any payments or other items in
consideration of special treatment. The acceptance or offering of
unsolicited meals, entertainment, promotional favors or courtesies of
minimal value and in the ordinary course of business is permissible,
provided no obligation to render favorable treatment is incurred or
expected and such acceptance or offering is legal.
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If the return of a gift of significant value received by a GDC employee
is impractical because of its nature, written notification to the Vice
President, Finance and Administration should be made. Where applicable,
the gift may be given to a charitable institution and the supplier
informed of its disposition.

All government restrictions regarding the receipt of gifts or
entertainment must be observed. Please refer to the Unauthorized
Payments section for further information.

POLITICAL ACTIVITY

GDC encourages employees to be knowledgeable voters and to participate in the
political process. We also encourage each employee stationed in a foreign
country to act as a good citizen of the host nation. As a company, we will abide
by the following policies:

GDC will not make any type of contribution, directly or indirectly, to
any political candidate, party or referendum campaign.

There will be no campaigning of any kind within Company facilities.
Employees will not receive time off with pay for political activity.

An employee shall not be discriminated against within the Company because of
the employee's personal political beliefs.

UNAUTHORIZED PAYMENTS

All employees shall comply with the legal requirements of each country in which
GDC conducts business. The payment or use of any funds or other property,
including that of a third party, for any unlawful or improper purpose, including
influencing domestic or foreign officials, is strictly prohibited and may be
subject to the Foreign Corrupt Practices Act and other laws.

Specifically, unless legally permitted and allowed by written authorization of
the Vice President, Finance and Administration, employees may not offer,
promise, authorize or make payment of any funds or other assets for the purpose
of obtaining or retaining business for the Company, or to prevent a competitor
from securing such business. In addition, payments of Company funds or other
assets which in any way would cause GDC to be embarrassed or obligated are
prohibited. Payments prohibited by this policy may not be made indirectly
through a consultant, agent or other intermediary. The following are examples of
prohibited payments:

Suppliers and Customers

No payment may be made to an employee, agent or fiduciary of a supplier or
customer for the purpose of influencing his or her conduct in relation to the
supplier's or customer's business with GDC. Such payments may be regarded as
commercial bribery and may result in criminal prosecution, civil liability or
legal invalidity of any contract with such supplier or customer.
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Governments

All government restrictions on the receipt of gifts or entertainment must be
observed. In the absence of a written legal opinion from GDC's outside counsel
that a payment is lawful and the written authorization of the Vice President,
Finance and Administration, no payment may be made to an official, employee or
agent of any government or of any political party for any purpose, including but
not limited to:

a) influencing the recipient's conduct in his or her official capacity;
or

b) inducing the recipient to use his or her influence regarding any act
of government for the purpose of obtaining or retaining business or
preventing some other person from obtaining or retaining business. Such
inducements or payments by U.S. businesses, employees or citizens may be
illegal and result in significant criminal and civil penalties.

It is to be expected that the status of certain types of payments and activities
with respect to the Foreign Corrupt Practices Act will be unclear, and questions
of interpretation will exist. Employees should provide written details of any
such proposed payments for review with GDC's Vice President, Finance and
Administration before their inception. No such proposed payment shall be made
without the written approval of the Vice President, Finance and Administration
based upon the advice of GDC's outside counsel. In addition, the Vice President,
Finance and Administration should be notified immediately if employees become
aware of any breach of this policy, the Foreign Corrupt Practices Act or any
other law.

COMPANY RECORDS AND ASSETS
Protection and Proper Use of Company Assets

We each have a duty to protect the Company's assets and ensure their efficient
use. Theft, carelessness and waste have a direct impact on the Company's
profitability. We should take measures to prevent damage to and theft or misuse
of Company property. As set forth in your Secrecy and Assignment of Inventions
Agreement, when you leave the Company, all Company property must be returned to
the Company.

Except as specifically authorized in writing by the Company, Company assets,
including Company time, equipment, materials, resources and proprietary
information, must only be used for legitimate business purposes.

Company Books and Records

You must complete all Company documents in an accurate, truthful, and timely
manner, including all travel and expense reports. You must record the Company's
financial activities in compliance with all applicable laws and accounting
practices. The making of false or misleading entries, records or documentation
is strictly prohibited. You must never create a false or misleading report or
make a payment or establish an account on behalf of the Company with the
understanding that any part of the payment or account is to be used for a
purpose other than as described by the supporting documents.

Record Retention

Numerous laws and various contracts require the retention of certain Company
documents for various periods of time. The Company is committed to compliance
with all applicable laws and regulations relating to the preservation of
records. The Company's policy is to identify, maintain, safeguard and destroy or
retain all records in the Company's possession on a systematic and regular
basis. Under no circumstances are Company records to be destroyed selectively or
to be maintained outside Company premises or designated storage facilities.
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If you learn of a subpoena or a pending, imminent or contemplated litigation or
government investigation, you should immediately contact the Chairman of the
Board. You must retain and preserve all records that may be responsive to the
subpoena or relevant to the litigation or that may pertain to the investigation
until you are advised by our outside Counsel as to how to proceed. You must not
destroy any such records in your possession or control. You must also
affirmatively preserve from destruction all relevant records that without
intervention would automatically be destroyed or erased (such as e-mails and
voicemail messages). Destruction of such records, even if inadvertent, could
seriously prejudice the Company. Any questions regarding whether a particular
record pertains to a pending, imminent or contemplated investigation or
litigation or may be responsive to a subpoena or regarding how to preserve
particular types of records should be directed to the Chairman of the Board.

CONFIDENTIALITY OF INFORMATION

Through employment at GDC, many employees gain information which may not be
disclosed or discussed until properly released by GDC. This information may be
highly confidential and important to the success of GDC.

All newly hired employees are required to sign a Secrecy and Assignment of
Inventions Agreement. This agreement requires employees to keep information
confidential and to assign to GDC any rights for ideas and inventions that the
employee develops.

Any employee with access to or who obtains confidential or proprietary
information must assume responsibility for non-disclosure within or outside of
GDC until such time as GDC determines that it be disclosed. "Proprietary
information" is information that is the property of GDC. Items that are clearly
confidential or proprietary include information regarding new or proposed
products, technical achievements, customers, sales, unreleased financial data,
business and marketing plans, personnel information, salary data and proposed
mergers, joint ventures or acquisitions. Software and firmware programs,
engineering designs and manufacturing processes are also proprietary
information, including confidential information provided to GDC by its
licensors. The unauthorized disclosure of any such information could be of
considerable value to GDC's competitors and damaging to GDC.

If a situation arises where confidential or proprietary information must be
disclosed to third parties, the Chairman of the Board or his designee must give
prior written approval of the disclosure and the outside party must sign a
formal, confidential non-disclosure agreement. Additional special precautions
must also be taken where the disclosure is to a foreign citizen or business
since the disclosure may be prohibited or subject to license under U.S. export
regulations. Furthermore, if GDC is requested to sign a non-disclosure agreement
to protect another party's information or another party's mutual non-disclosure
form, such agreement must be approved by the Chairman of the Board or his
designee who will review such agreement with GDC's outside counsel.

Employee transactions in publicly-held securities must comply with certain
requirements of the securities laws, particularly the prohibition against
trading on inside information, i.e., material information which has not been
publicly disseminated. "Material information" is information which a person
would consider useful in deciding whether or not to trade in GDC's stock.
"Material information" may or may not be proprietary information, as defined
above. The law also prohibits employees from providing material, non-public
information to others ("tippies"). Whenever any doubt exists, the presumption
should be against trading in GDC's stock or the stock of any company while in
the possession of material information not publicly disclosed until two days
after the information becomes public. It is important to recognize that anyone
with inside information is considered an "insider", including employees, their
relatives, customers, friends or anyone furnished such information.
Consequently, all employees, not just corporate officers, can be considered
insiders and subject to penalties.
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Any breach of corporate or individual requirements regarding use of inside
information may expose GDC and any insiders or tippees involved to severe
adverse consequences, including monetary liability, loss of employment and
possible criminal sanctions. The non-public disclosure of inside information
other than for legitimate GDC business purposes with usual safeguards
(non-disclosure agreement) is strictly prohibited.

RESPONDING TO INQUIRIES FROM THE PRESS AND OTHERS

GDC employees who are not official Company spokespersons may not speak
with the press, securities analysts, other members of the financial community,
stockholders or groups or organizations as a GDC representative.

PURCHASING

All GDC purchasing functions must follow the Code of Ethics of the National
Association of Purchasing Management (NAPM) as their guide to proper purchasing
practices to assure that GDC conducts business in an honest and ethical manner.
GDC awards business solely on the basis of cost, delivery, quality, service and
other legitimate business terms.

All procurements shall be made by the Purchasing Department upon receipt of an
approved purchase requisition. Commitments for trade shows/advertising,
auto/copier leases and facility maintenance are handled by the Vice President,
Finance and Administration or his designee. Personnel who have contact with
vendors are responsible for notifying the vendor that GDC will not commit to any
procurement without a written, properly executed agreement.

All purchasing personnel are required to be aware of the detailed procedures and
requirements for procurement and the code of ethics of NAPM.

RESPONSIBILITY TO OUR PEOPLE
Respecting One Another

The way we treat each other and our work environment affects the way we do our
jobs. Everyone who works for GDC must contribute to the creation and maintenance
of a workplace that supports honesty, integrity, respect and trust.

Employee Privacy

We respect the privacy and dignity of all individuals. GDC collects and
maintains personal information that relates to your employment, including
medical and benefit information. Employees who are responsible for maintaining
personal information and those who are provided access to such information must
not disclose or permit access to private information in violation of applicable
law or in violation of the Company's policies.
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Personal items, messages, or information that you consider to be private should
not be placed or kept in telephone systems, computer or electronic mail systems,
office systems, offices, work spaces, desks, credenzas, or file cabinets. The
Company reserves all rights, to the fullest extent permitted by law, to inspect
such systems and areas and to retrieve information or property from them when
deemed appropriate in the judgment of management.

Equal Employment Opportunity and Nondiscrimination

GDC is an equal opportunity employer in hiring and promoting practices, benefits
and wages. We will not tolerate discrimination against any person on the basis
of race, religion, color, gender, age, marital status, national origin, sexual
orientation, citizenship, or disabled veteran status or disability (where the
applicant or employee is qualified to perform the essential functions of the job
with or without reasonable accommodation), or any other basis prohibited by law
in recruiting, hiring, placement, promotion, or any other condition of
employment.

Sexual and Other Forms of Harassment

GDC policy strictly prohibits any form of harassment in the workplace, including
sexual harassment. The Company will take prompt and appropriate action to
prevent and, where necessary, discipline behavior that violates this policy.
Anyone who has a complaint should contact their Manager or his/her superior who
will consult with the Vice President, Finance and Administration.

Safety in the Workplace

The safety and security of employees is of primary importance. You are
responsible for maintaining our facilities free from recognized hazards and
obeying all Company safety rules. Working conditions should be maintained in a
clean and orderly state to encourage efficient operations and promote good
safety practices.

Weapons and Workplace Violence

No employee may bring firearms, explosives, incendiary devices or any other
weapons into the workplace or any work-related setting, regardless of whether or
not employees are licensed to carry such weapons. Similarly, the Company will
not tolerate any level of violence in the workplace or in any work-related
setting. Violations of this policy must be referred to your supervisor and the
Vice President, Finance and Administration immediately. Threats or assaults that
require immediate attention should be reported to the police at 911.

Drugs and Alcohol
The Company intends to maintain a drug free work environment.
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INTERNATIONAL BOYCOTTS

From time to time various countries or groups attempt to boycott trade with
other countries and impose sanctions upon companies trading with the boycotted
country. It is GDC's policy to refuse to cooperate with restrictive trade
practices or boycotts not sanctioned by the U.S. government even if this refusal
results in loss of business.

Furthermore, severe penalties can be imposed under the Tax Reform Act of 1976
and the Export Administration Act of 1979 for compliance with restrictive
practices and boycotts not sanctioned by the United States government. The
Export Administration Regulations prohibit GDC and its subsidiaries from
cooperating with restrictive trade practices or boycotts imposed by other
countries, except under certain very limited exceptions, and requires reporting
of boycott requests. The Tax Reform Act of 1976 requires a company doing
business with countries demanding participation or cooperation with an
international boycott to file a report with the U.S. Treasury Department. Under
this Act, companies that comply with unsanctioned boycott demands are deprived
of important U.S. tax benefits.

The regulations under these Acts are very complex. A mere request for
information may require reporting to the U.S. government. Employees must
immediately inform the Chairman of the Board if they receive any written or oral
inquiries or requests, whether in the United States or overseas, concerning any
sort of restriction or boycott against another country.

ANTITRUST COMPLIANCE

It is GDC's policy, and each employee's responsibility, to comply with all
applicable domestic and foreign antitrust and trade regulation laws. Failure to
comply could result in serious criminal and civil consequences for GDC and
offending employees. Many antitrust law violations are crimes subjecting
companies and individuals to heavy fines and possible imprisonment. In addition,
companies may be required to pay substantial damages, be ordered to refrain from
engaging in substantial business activities, and be barred from selling to the
government. Frequently, such prohibitions will extend across the entire product
line of a company even when violations relate to a single product. And, of
course, the Company's reputation may be damaged, even in cases where it prevails
in a legal action.

This summary is intended to help employees recognize potential antitrust
problems so they will know when legal advice is needed. It should be emphasized,
however, that it has not been possible to cover all areas which involve
antitrust. Therefore, in all of your dealings on behalf of GDC, use the
following rule: Whenever involved in a transaction which may involve any form of
competitive restraint, or if you learn of possible illegal conduct by one of our
competitors, consult the Chairman of the Board at the earliest possible moment.

UNITED STATES

At the heart of the U.S. antitrust laws is the conviction that in order to
insure a vigorous economy, it is essential that businesses compete vigorously
but fairly, free from unreasonable restraints. These laws generally prohibit
conspiracies and understandings that unreasonably restrain competition in the
domestic or foreign commerce of the United States. Following are some examples
of business arrangements which raise issues under U.S. antitrust laws:
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Price Fixing

Agreements between competitors to fix or influence prices and agreements
requiring adherence to a resale price are illegal.

Division of Markets or Product Limitations

Present or potential competitors may not agree to divide markets by geographic
areas, customers or product lines, nor should they agree to voluntarily limit
the volume of goods sold. Agreements with competitors concerning product
specifications and innovation may also raise legal problems.

Boycotts

It may be illegal if two or more parties agree not to do business with a third
party, even though there may be a legitimate basis for an individual refusal to
do business. A company, acting unilaterally, is normally free to select the
parties with which it will deal. A unilateral refusal to deal should
nevertheless be based upon bad or inadequate quality of services, credit risk,
poor sales performance or similar business justification.

Tying, Reciprocity and Exclusivity

Under certain circumstances, it may be illegal to sell a service or commodity
only on condition that the customer also must buy some other service or
commodity from the seller, unless the two commodities are so interrelated that
it is commercially impractical to separate them. It may also be illegal to
condition purchases from a supplier on reciprocal purchases of other products by
the supplier. In certain circumstances, it is illegal to require that a customer
will buy its requirements of a particular product from a single seller.

Restrictions on Distribution

In certain circumstances, it is illegal for a manufacturer to restrict the
territories within which its distributors may operate, the customers to whom
they may sell, the locations from which or the manner in which they may sell.

Discrimination Between Customers

Under certain circumstances, it is illegal to sell the same goods to different
customers at different prices. The price differential may be justified on a cost
basis or if prices have been established in good faith to meet a competitor's
prices. It may be illegal to provide advertising or promotional allowances or to
provide other sales assistance to customers, unless the payments or services are
made available on "proportionally equal terms" to all customers.

Monopolization and Attempts to Monopolize

Attempting to control a market for a product or service in a given geographic
area, or engaging in unfair actions to attain that position may be an antitrust
violation. Mere size is not illegal, and even a dominant firm may continue to

compete aggressively.
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Unfair Methods of Competition

Certain deceptive or unfair practices which take advantage of customers,
competitors or the general public may be illegal. These practices include, but
are not limited to, making misleading or unsubstantiated advertising claims,
theft of competitors' trade secrets, disparaging competitors by making false or
misleading statements about their products or financial status and coercing or
intimidating customers or suppliers.

Evidence of Violations

An illegal agreement may be implied without formal contracts, writings,
handshakes or even express words indicating agreement. If two competitors
discuss prices and later adopt similar prices, a conspiracy to fix prices may be
inferred even though the competitors never explicitly agreed. This same
principle applies if two competitors discuss other matters such as division of
markets or product limitations or boycotts. Comments made at a trade show or
reception may be used as proof of concerted action, even though the parties'
actions actually were taken independently for sound business and market reasons.
The most prudent course is to avoid any discussion with competitors on these
subjects.

APPLICABILITY OF U.S. ANTITRUST LAWS TO INTERNATIONAL OPERATIONS

In antitrust matters, the U.S. may exercise jurisdiction over its businesses and
citizens for acts in foreign countries which may have a substantial effect on
U.S. imports and exports. Therefore, any of the acts discussed above may violate
U.S. antitrust laws even if performed outside the U.S.

ANTITRUST LAWS OF OTHER COUNTRIES

Most industrialized countries as well as the European Economic Community have
enacted laws of varying degrees of strictness prohibiting anti-competitive
activities. Consequently, any actions which pose risks under U.S. laws can raise
questions under foreign laws as well. Questions should be directed to the
Chairman of the Board.

COMMUNICATIONS EQUIPMENT: ACCESS AND USE

Electronic communications systems and equipment, including the E-Mail system,
computer system, telephones, facsimile machines, copiers and printers, are the
property of GDC. These systems and equipment are primarily for business purposes
and should only be used for personal reasons on a limited basis.

GDC intends to monitor its electronic communications systems and equipment to
prevent abuse.

GDC reserves the right to review, and to disclose the contents of, E-Mail,
computer files, faxes, telephone calls and records, copier and printer use and
any other product or record of use of its electronic communications systems and
equipment, whenever it is deemed to be administratively essential or necessary
to protect the Company's property or other legal interests. Security features of
GDC's electronic communications systems and equipment, such as passwords or pin
codes, do not limit the Company's ability to access the contents of its
electronic communications systems and equipment at any time.

This policy does NOT authorize access or monitoring of the contents of any
Company electronic communications systems by any employee except as specifically

directed by the Chairman of the Board.
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Employees who abuse the electronic communications system equipment in any way
are subject to discipline up to and including termination.

PERSONAL COMPUTER SOFTWARE

GDC shall conform to the requirements of all Federal laws and regulations
covering Personal Computer software. The Director of IT will be responsible for
monitoring Personal Computer software use and insuring compliance with this
Policy. Department Managers and Supervisors will be held accountable for their
subordinates strict conformity to the use of legal Company Standards on Personal
Computers.

Illegal or Unauthorized Software

"Illegal" software is software that exists on a computer without a legally
purchased license. This is usually a copy of a legal software program whose
license does not permit use on another machine or on more than one machine
simultaneously. "Unauthorized" software is software that is legal but not
authorized for use at GDC. All illegal or unauthorized software shall be
reported to the Vice President, Finance and Administration.

If the software package is a Company Standard, the Manager, Operations and
Administration will notify the users' supervisor in writing that the
illegal/unauthorized software must be removed or made legal by purchasing a
legal copy within thirty (30) days of the written notification. Note: After such
notice, IT will have the authority to remove the illegal software without
additional warning if the software has not been brought into compliance within
the thirty (30) day period.

If the software package is not a Company Standard, the Director of IT will
notify the users' supervisor and the Operational Vice President in writing that
the illegal/unauthorized software must be removed within seven (7) days of the
written notification. Note: After such notice IT will have the authority to
remove the illegal software without additional warning if the Personal Computer
has not been brought into compliance within the seven (7) day period.

After three (3) such written notices regarding illegal/unauthorized software on
a specific Personal Computer regardless of the software Package involved,
Director of IT will submit a written reprimand to the supervisor with a copy to
Vice President, Finance and Administration for their personnel file.

PENALTIES

Violations of the standards of conduct set forth herein may subject employees to
appropriate sanctions which may include dismissal.
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IMPLEMENTATION OF THE CODE
Responsibilities

While each of us is individually responsible for putting the Code to work, we
need not go it alone. The Company has a number of resources, people and
processes in place to answer our questions and guide us through difficult
decisions.

Copies of this Code are available from the Vice President, Finance and
Administration. A statement of compliance with the Code of Business Conduct and
Ethics must be signed by all officers, directors and employees on an annual
basis.

Seeking Guidance

This Code cannot provide definitive answers to all questions. If you have
questions regarding any of the policies discussed in this Code or if you are in
doubt about the best course of action in a particular situation, you should seek
guidance from your supervisor or the President or Vice President, Finance and
Administration or the other resources identified in this Code.

Reporting Violations

If you know of or suspect a violation of applicable laws or regulations, the
Code, or the Company's related policies, you must immediately report that
information to your supervisor or the President or Vice President, Finance and
Administration. No one will be subject to retaliation because of a good faith
report of suspected misconduct. However, failure to report a suspected violation
of the Code is itself a violation of the Code and could subject you to
disciplinary action, up to and including termination.

Investigations of Suspected Violations

All reported violations will be promptly investigated and treated confidentially
to the greatest extent possible. It is imperative that reporting persons not
conduct their own preliminary investigations. Investigations of alleged
violations may involve complex legal issues, and acting on your own may
compromise the integrity of an investigation and adversely affect both you and
the Company.

Discipline for Violations

GDC intends to use every reasonable effort to prevent the occurrence of conduct
not in compliance with its Code and to halt any such conduct that may occur as
soon as reasonably possible after its discovery. Company personnel who violate
this Code and other Company policies and procedures may be subject to
appropriate sanction, up to and including termination of employment. In
addition, disciplinary measures, up to and including termination of employment
may be taken against anyone who directs or approves infractions or has knowledge
of them and does not promptly report and correct them in accordance with Company
policies.

Waivers of the Code

GDC will waive application of the policies set forth in this Code only where
circumstances warrant granting a waiver, and then only in conjunction with any
appropriate monitoring of the particular situation. Waivers of the Code for
directors and executive officers may be made only by the Board of Directors as a
whole or the Audit Committee of the Board and must be promptly disclosed as
required by law or regulation.
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No Rights Created

This Code is a statement of the fundamental principles and key policies and
procedures that govern the conduct of the Company's business. It is not intended
to and does not create any rights in any employee, client, supplier, competitor,
stockholder or any other person or entity.

Remember

Ultimate responsibility to assure that we as a Company comply with the many
laws, regulations and ethical standards affecting our business rests with each
of us. You must become familiar with and conduct yourself strictly in compliance
with those laws, regulations and standards and the Company's policies and
procedures pertaining to them.
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ACKNOWLEDGMENT FORM

I have received and read the General DataComm Industries, Inc. Code of Conduct
and Ethics, and I understand its contents. I agree to comply fully with the
standards, policies and procedures contained in the Code and the Company's
related policies and procedures. I understand that I have an obligation to
report to the President or Vice President, Finance and Administration, any
suspected violations of the Code of which I am aware. I acknowledge that the
Code is a statement of policies for business conduct and does not, in any way,
constitute an employment contract or an assurance of continued employment.

Printed Name
Signature
Date
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Exhibit 21

General DataComm Industries, Inc.
Subsidiaries of the Registrant

State or Percentage
Jurisdiction of of Voting

Subsidiaries Incorporation Securities Owned
General DataComm, Inc. Delaware 100%
GDC Federal Systems, Inc. Delaware 100%
DataComm Leasing Corporation Delaware 100%
General DataComm Limited United Kingdom 100%
General DataCommunications,

Industries, B.V. /1/ Netherlands 100%
GDC Realty, Inc. Texas 100%
GDC Naugatuck, Inc. Delaware 100% /2/
Grupo GDC de Mexico S.A. de

C.V. Mexico 25%
General DataComm France SARL /1/ France 100%
General DataComm Pte Ltd. /1/ Singapore 100%
General DataComm de

Venezuela, C.A. /1/ Venezuela 100%
General DataComm Industries GmbH /1/ Germany 100%
General DataComm CIS/1/ Russia 100%
General DataComm Japan KK /1/ Japan 100%
GDC Holding Company, LLC Delaware 100% /3/
1. Currently inactive
2. Wholly owned by GDC Realty, Inc.

3. Limited liability company owned by General DataComm, Inc.
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Exhibit 31.1

CERTIFICATION

I, Howard S. Modlin, Chairman of the Board, President and Chief Executive

Officer of General DataComm Industries, Inc. (the "Company") certify that:

1. I have reviewed this Report on Form 10-K (the "Report") of the Company.

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

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

4. The Company's other certifying officer and I are responsible for
establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15 (e) and 15d-15(e)) for the Company
and have;

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

b) evaluated the effectiveness of the Company's disclosure controls
and procedures and presented in this Report our conclusions
about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this Report
based on such evaluation; and

c) disclosed in this Report any change in the Company's internal
control over financial reporting that occurred during the
Company's most recent year that has materially affected, or is
reasonably likely to materially affect, the Company's internal
control over financial reporting; and

5. The Company's other certifying officers and I have disclosed, based on
our most recent evaluation of internal control over financial reporting,
to the Company's auditors and the audit committee of the Company's board
of directors:

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

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

/s/ Howard S. Modlin

Date: January 13, 2004 Howard S. Modlin

Chairman of the Board, President
and Chief Executive Officer
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Exhibit 31.2
CERTIFICATION

I, William G. Henry, Vice President, Finance and Administration and Chief
Financial Officer of General DataComm Industries, Inc. (the Company) certify
that:

1. I have reviewed this Report on Form 10-K (the "Report") of The Company.

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

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

4. The Company's other certifying officer and I are responsible for
establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15 (e) and 15d-15(e)) for the Company
and have;

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

b) evaluated the effectiveness of the Company's disclosure controls
and procedures and presented in this Report our conclusions
about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this Report
based on such evaluation; and

c) disclosed in this Report any change in the Company's internal
control over financial reporting that occurred during the
Company's most recent year that has materially affected, or is
reasonably likely to materially affect, the Company's internal
control over financial reporting; and

5. The Company's other certifying officers and I have disclosed, based on
our most recent evaluation of internal control over financial reporting,
to the Company's auditors and the audit committee of the Company's board
of directors:

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

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

/s/ William G. Henry
Date: January 13, 2004 William G. Henry
Vice President, Finance and
Administration and Chief
Financial Officer
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Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections
(a) and (b) of section 1350, chapter 63 of title 18, United States Code), I,
Howard S. Modlin, Chairman of the Board, President and Chief Executive Officer
of General DataComm Industries, Inc. (the "Company"), do hereby certify, to the
best of my knowledge that:

(1) The Company's Annual Report on Form 10-K for the year ended
September 30, 2003 being filed with the Securities and Exchange Commission (the
"Report") fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended; and

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

This Certification accompanies this Form 10-K as an exhibit, but shall
not be deemed as having been filed for purposes of Section 18 of the Securities
Exchange Act of 1934 or as a separate disclosure document of the Company or the
certifying officer.

/s/ Howard S. Modlin

Date: January 13, 2004 Howard S. Modlin,
Chairman of the Board, President
and Chief Executive Officer
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Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections
(a) and (b) of section 1350, chapter 63 of title 18, United States Code),
I,.William G. Henry, Vice President, Finance and Administration and Chief
Financial Officer of General DataComm Industries, Inc. (the "Company"), do
hereby certify, to the best of my knowledge that:

(1) The Company's Annual Report on Form 10-K for the year ended
September 30, 2003 being filed with the Securities and Exchange Commission (the
"Report") fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended; and

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

This Certification accompanies this Form 10-K as an exhibit, but shall
not be deemed as having been filed for purposes of Section 18 of the Securities
Exchange Act of 1934 or as a separate disclosure document of the Company or the
certifying officer.

/s/ William G. Henry
Date: January 13, 2004 William G. Henry
Vice President, Finance and
Administration and Chief
Financial Officer
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