
IHS Inc.
Form 10-Q
March 24, 2014
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
 ___________________________________________________
FORM 10-Q
  ___________________________________________________
(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended February 28, 2014 

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from              to             
Commission file number 001-32511
 ___________________________________________________
IHS INC.
(Exact name of registrant as specified in its charter) 
 ___________________________________________________
Delaware 13-3769440
(State or other jurisdiction of
incorporation or organization)

(I.R.S. Employer
Identification No.)

15 Inverness Way East
Englewood, CO 80112
(Address of Principal Executive Offices)
(303) 790-0600
(Registrant’s telephone number, including area code)
 ___________________________________________________ 
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90
days.    x  Yes    o  No
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such
files).    x  Yes    o  No
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer o

Non-accelerated filer o  (Do not check if a smaller reporting company) Smaller Reporting Company o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    o  Yes    x  No
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As of February 28, 2014, there were 68,053,423 shares of our Class A Common Stock outstanding.
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Cautionary Note Regarding Forward-Looking Statements

This quarterly report on Form 10-Q contains “forward-looking statements” within the meaning of the safe harbor
provisions of the U.S. Private Securities Litigation Reform Act of 1995. Forward-looking statements can be identified
by words such as: “anticipate,” “intend,” “plan,” “goal,” “seek,” “aim,” “strive,” “believe,” “project,” “predict,” “estimate,” “expect,” “continue,”
“strategy,” “future,” “likely,” “may,” “might,” “should,” “will,” the negative of these terms, and similar references to future periods.
Examples of forward-looking statements include, among others, statements we make regarding: guidance and
predictions relating to expected operating results, such as revenue growth and earnings; strategic actions, including
acquisitions and dispositions, anticipated benefits from strategic actions, and our success in integrating acquired
businesses; anticipated levels of capital expenditures in future periods; our belief that we have sufficient liquidity to
fund our ongoing business operations; expectations of the effect on our financial condition of claims, litigation,
environmental costs, contingent liabilities and governmental and regulatory investigations and proceedings; and our
strategy for customer retention, growth, product development, market position, financial results, and reserves.

Forward-looking statements are neither historical facts nor assurances of future performance. Instead, they are based
only on our current beliefs, expectations, and assumptions regarding the future of our business, future plans and
strategies, projections, anticipated events and trends, the economy, and other future conditions. Because
forward-looking statements relate to the future, they are subject to inherent uncertainties, risks, and changes in
circumstances that are difficult to predict and many of which are outside of our control. Our actual results and
financial condition may differ materially from those indicated in the forward-looking statements. Therefore, you
should not rely on any of these forward-looking statements. Important factors that could cause our actual results and
financial condition to differ materially from those indicated in the forward-looking statements include, among others,
the following: economic and financial conditions, including volatility in interest and exchange rates; our ability to
successfully manage risks associated with changes in demand for our products and services as well as changes in our
targeted industries; our ability to develop new platforms to deliver our products and services, pricing, and other
competitive pressures, and changes in laws and regulations governing our business; the extent to which we are
successful in gaining new long-term relationships with customers or retaining existing ones and the level of service
failures that could lead customers to use competitors' services; our ability to successfully identify and integrate
acquisitions into our existing businesses and manage risks associated therewith; and the other factors described under
the caption “Risk Factors” in our annual report on Form 10-K for the fiscal year ended November 30, 2013, along with
our other filings with the U.S. Securities and Exchange Commission (SEC).
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Any forward-looking statement made by us in this quarterly report on Form 10-Q is based only on information
currently available to us and speaks only as of the date of this report. We undertake no obligation to publicly update
any forward-looking statement, whether written or oral, that may be made from time to time, whether as a result of
new information, future developments, or otherwise.
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PART I.   FINANCIAL INFORMATION
Item 1. Financial Statements
IHS INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except for share and per-share amounts)

As of As of

February 28, 2014 November 30,
2013

(Unaudited) (Audited)
Assets
Current assets:
Cash and cash equivalents $205,055 $258,367
Accounts receivable, net 524,010 459,263
Income tax receivable 12,171 —
Deferred subscription costs 59,883 49,327
Deferred income taxes 50,662 70,818
Other 59,792 43,065
Total current assets 911,573 880,840
Non-current assets:
Property and equipment, net 255,139 245,566
Intangible assets, net 1,107,623 1,144,464
Goodwill 3,063,837 3,065,181
Other 21,748 23,562
Total non-current assets 4,448,347 4,478,773
Total assets $5,359,920 $5,359,613
Liabilities and stockholders’ equity
Current liabilities:
Short-term debt $210,320 $395,527
Accounts payable 57,420 57,001
Accrued compensation 58,431 89,460
Accrued royalties 40,639 36,289
Other accrued expenses 102,424 98,187
Income tax payable — 9,961
Deferred revenue 708,941 560,010
Total current liabilities 1,178,175 1,246,435
Long-term debt 1,819,704 1,779,065
Accrued pension and postretirement liability 29,200 27,191
Deferred income taxes 348,812 361,267
Other liabilities 43,214 38,692
Commitments and contingencies
Stockholders’ equity:
Class A common stock, $0.01 par value per share, 160,000,000 shares
authorized, 68,952,895 and 67,901,101 shares issued, and 68,053,423 and
67,382,298 shares outstanding at February 28, 2014 and November 30, 2013,
respectively

690 679

Additional paid-in capital 836,364 788,670
Treasury stock, at cost: 899,472 and 518,803 shares at February 28, 2014 and
November 30, 2013, respectively (89,957 ) (45,945 )

Retained earnings 1,252,942 1,220,520
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Accumulated other comprehensive loss (59,224 ) (56,961 )
Total stockholders’ equity 1,940,815 1,906,963
Total liabilities and stockholders’ equity $5,359,920 $5,359,613
See accompanying notes.
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IHS INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(In thousands, except for per-share amounts)

Three months ended February 28,
2014 2013

Revenue $524,458 $382,525
Operating expenses:
Cost of revenue 212,925 160,075
Selling, general and administrative 197,716 142,229
Depreciation and amortization 49,637 32,479
Restructuring charges 3,175 4,788
Acquisition-related costs 940 1,895
Net periodic pension and postretirement expense 2,836 2,240
Other expense, net 1,575 2,419
Total operating expenses 468,804 346,125
Operating income 55,654 36,400
Interest income 251 344
Interest expense (15,245 ) (6,120 )
Non-operating expense, net (14,994 ) (5,776 )
Income from continuing operations before income taxes 40,660 30,624
Provision for income taxes (8,238 ) (5,953 )
Net income $32,422 $24,671

Basic earnings per share $0.48 $0.37
Weighted average shares used in computing basic earnings per
share 67,809 65,790

Diluted earnings per share $0.47 $0.37
Weighted average shares used in computing diluted earnings per
share 68,693 66,701

See accompanying notes.
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IHS INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)
(In thousands)

Three months ended February 28,
2014 2013

Net income $32,422 $24,671
Other comprehensive income (loss), net of tax:
Unrealized gain (loss) on hedging activities (1) (2,475 ) 168
Foreign currency translation adjustment 212 (34,140 )
Total other comprehensive income (loss) (2,263 ) (33,972 )
Comprehensive income (loss) $30,159 $(9,301 )

(1) Net of tax benefit (expense) of $1,615 and $(103) for the three months ended February 28, 2014 and 2013,
respectively.

See accompanying notes.
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IHS INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

Three months ended February 28,
2014 2013

Operating activities:
Net income $32,422 $24,671
Reconciliation of net income to net cash provided by operating activities:
Depreciation and amortization 49,637 32,479
Stock-based compensation expense 43,964 39,762
Impairment of assets — 1,629
Excess tax benefit from stock-based compensation (9,412 ) (11,345 )
Net periodic pension and postretirement expense 2,836 2,240
Pension and postretirement contributions (825 ) (10,933 )
Deferred income taxes 32,939 (15,534 )
Change in assets and liabilities:
Accounts receivable, net (69,021 ) (33,696 )
Other current assets (19,983 ) (12,978 )
Accounts payable (982 ) (6,485 )
Accrued expenses (22,972 ) (8,930 )
Income tax payable (33,570 ) 16,063
Deferred revenue 148,391 116,157
Other liabilities 437 (1,414 )
Net cash provided by operating activities 153,861 131,686
Investing activities:
Capital expenditures on property and equipment (24,610 ) (19,367 )
Acquisitions of businesses, net of cash acquired — (38,448 )
Intangible assets acquired (714 ) —
Change in other assets (1,304 ) (846 )
Settlements of forward contracts 2,314 (776 )
Net cash used in investing activities (24,314 ) (59,437 )
Financing activities:
Proceeds from borrowings 30,000 45,000
Repayment of borrowings (174,568 ) (53,786 )
Excess tax benefit from stock-based compensation 9,412 11,345
Repurchases of common stock (44,012 ) (81,900 )
Net cash used in financing activities (179,168 ) (79,341 )
Foreign exchange impact on cash balance (3,691 ) (19,219 )
Net decrease in cash and cash equivalents (53,312 ) (26,311 )
Cash and cash equivalents at the beginning of the period 258,367 345,008
Cash and cash equivalents at the end of the period $205,055 $318,697

See accompanying notes.
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IHS INC.
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
(Unaudited)
(In thousands)

Shares of
Class A
Common
Stock

Class A
Common
Stock

Additional
Paid-In
Capital

Treasury
Stock

Retained
Earnings

Accumulated
Other
Comprehensive
Loss

Total

Balance at
November 30, 2013
(Audited)

67,382 $679 $788,670 $(45,945 ) $1,220,520 $ (56,961 ) $1,906,963

Stock-based award
activity 671 11 38,282 (44,012 ) — — (5,719 )

Excess tax benefit on
vested shares — — 9,412 — — — 9,412

Net income — — — — 32,422 — 32,422
Other comprehensive
loss — — — — — (2,263 ) (2,263 )

Balance at February 28,
2014 68,053 $690 $836,364 $(89,957 ) $1,252,942 $ (59,224 ) $1,940,815

See accompanying notes.
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IHS INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1.Basis of Presentation and Significant Accounting Policies

The accompanying unaudited condensed consolidated financial statements of IHS Inc. (IHS, we, our, or us) have been
prepared on substantially the same basis as our annual consolidated financial statements and should be read in
conjunction with our annual report on Form 10-K for the year ended November 30, 2013. In our opinion, these
condensed consolidated financial statements reflect all adjustments necessary for a fair presentation of the financial
position, results of operations, and cash flows for the periods presented, and such adjustments are of a normal,
recurring nature.

Our business has seasonal aspects. Our fourth quarter typically generates our highest quarterly levels of revenue and
profit. Conversely, our first quarter generally has our lowest levels of revenue and profit. We also experience
event-driven seasonality in our business; for instance, IHS Energy CERAWeek, an annual energy executive gathering,
is held during our second quarter. Another example is the biennial release (previously triennial release) of the Boiler
Pressure Vessel Code (BPVC) engineering standard, which generates revenue for us predominantly in the third
quarter of every other year. The BPVC benefit most recently occurred in the third quarter of 2013. 

Recent Accounting Pronouncements

In February 2013, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
2013-2, which provides guidance on the reporting of reclassifications out of accumulated other comprehensive income
(AOCI). This standard became effective for us in the first quarter of 2014. Under the new guidance, an entity is
required to report the effect of significant reclassifications out of AOCI on the respective line items in net income if
the amount being reclassified is required under U.S. generally accepted accounting principles (GAAP) to be
reclassified in its entirety to net income. For amounts not required under GAAP to be reclassified in their entirety to
net income in the same reporting period, an entity is required to cross-reference other GAAP disclosures that provide
additional detail about those amounts. The adoption of this standard did not have an impact on our consolidated
financial statements other than the change in disclosures.

2.Intangible Assets

The following table presents details of our intangible assets, other than goodwill, as of February 28, 2014 and
November 30, 2013 (in thousands): 

As of February 28, 2014 As of November 30, 2013

Gross Accumulated
Amortization Net Gross Accumulated

Amortization Net

Intangible assets subject
to amortization:
Information databases $632,403 $(210,787 ) $421,616 $633,347 $(194,904 ) $438,443
Customer relationships 467,338 (98,729 ) 368,609 470,632 (90,827 ) 379,805
Non-compete agreements 2,567 (1,695 ) 872 2,717 (1,653 ) 1,064
Developed computer
software 158,008 (68,774 ) 89,234 159,413 (64,514 ) 94,899

Trademarks 168,448 (17,257 ) 151,191 167,179 (13,300 ) 153,879
Other 25,229 (13,176 ) 12,053 25,404 (13,423 ) 11,981
Total $1,453,993 $(410,418 ) $1,043,575 $1,458,692 $(378,621 ) $1,080,071
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Intangible assets not
subject to amortization:
Trademarks 62,770 — 62,770 63,144 — 63,144
Perpetual licenses 1,278 — 1,278 1,249 — 1,249
Total intangible assets $1,518,041 $(410,418 ) $1,107,623 $1,523,085 $(378,621 ) $1,144,464
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Intangible assets amortization expense was $33.8 million for the three months ended February 28, 2014, as compared
to $22.6 million for the three months ended February 28, 2013. The following table presents the estimated future
amortization expense related to intangible assets held as of February 28, 2014 (in thousands):

Year Amount
Remainder of 2014 $99,429
2015 $127,498
2016 $118,389
2017 $104,109
2018 $92,099
Thereafter $502,051
Goodwill, gross intangible assets, and net intangible assets were all subject to foreign currency translation effects.
Changes in our goodwill and gross intangible assets from November 30, 2013 to February 28, 2014 were primarily the
result of foreign currency translation effects. The change in net intangible assets was primarily due to current year
amortization.

3.Derivatives

Our business is exposed to various market risks, including interest rate and foreign currency risks. We utilize
derivative instruments to help us manage these risks. We do not hold or issue derivatives for speculative purposes.

Interest Rate Swaps

To mitigate interest rate exposure on our outstanding Credit Facility debt, we utilize the following types of derivative
instruments:

•
Interest rate derivative contracts that effectively swap $100 million of floating rate debt at a 1.80 percent
weighted-average fixed interest rate, plus the applicable Credit Facility spread. We entered into these swap contracts
in 2011, and both contracts expire in July 2015.

•

Forward-starting interest rate derivative contracts that effectively swap $400 million of floating rate debt at a 2.86
percent weighted-average fixed interest rate, plus the applicable Credit Facility spread. We entered into these swap
contracts in November 2013 and January 2014. The contracts take effect between May 2015 and November 2015,
with respective expiration dates between May 2020 and November 2020.

Because the terms of these swaps and the variable rate debt coincide, we do not expect any ineffectiveness. We have
designated and accounted for these instruments as cash flow hedges, with changes in fair value being deferred in
accumulated other comprehensive loss in our consolidated balance sheets.

Foreign Currency Forwards

To mitigate foreign currency exposure, we utilize the following types of derivative instruments:

•Foreign currency forward contracts that hedge the foreign currency exposure on Euro-denominated receipts in our
U.S. Dollar functional entities. We utilize a rolling 12-month hedging program to mitigate this exposure. Because the
critical terms of the forward contracts and the forecasted cash flows coincide, we do not expect any ineffectiveness
associated with these contracts. We have designated and accounted for these derivatives as cash flow hedges, with
changes in fair value being deferred in accumulated other comprehensive loss in our consolidated balance sheets. The
notional amount of outstanding foreign currency forwards under these agreements as of February 28, 2014 and
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November 30, 2013 was approximately $16.0 million and $15.9 million, respectively.

•

Short-term foreign currency forward contracts that manage market risks associated with fluctuations in balances that
are denominated in currencies other than the local functional currency. We account for these forward contracts at fair
value and recognize the associated realized and unrealized gains and losses in other expense (income), net, since we
have not designated these contracts as hedges for accounting purposes. The

9

Edgar Filing: IHS Inc. - Form 10-Q

14



Table of Contents

following table summarizes the notional amounts of these outstanding foreign currency forward contracts as of
February 28, 2014 and November 30, 2013 (in thousands):

February 28, 2014 November 30, 2013
Notional amount of currency pair:
Contracts to buy USD with CAD $ 60,900 $ 142,606
Contracts to buy CAD with GBP C$— C$28,741
Contracts to buy USD with EUR $ 24,749 $ 17,522
Contracts to buy CHF with USD $ 13,510 $ 15,308
Contracts to buy GBP with EUR £ 4,939 £ 5,866
Contracts to buy USD with GBP £ 1,795 £ 1,863

Fair Value of Derivatives

Since our derivative instruments are not listed on an exchange, we have evaluated fair value by reference to similar
transactions in active markets; consequently, we have classified all of our derivative instruments within Level 2 of the
fair value measurement hierarchy. The following table shows the classification, location, and fair value of our
derivative instruments as of February 28, 2014 and November 30, 2013 (in thousands):

Fair Value of Derivative Instruments

February 28, 2014 November 30,
2013 Balance Sheet Location

Assets:
Derivatives designated as accounting hedges:
Foreign currency forwards $— $8 Other current assets
Derivatives not designated as accounting hedges:
Foreign currency forwards 485 1,548 Other current assets
Total $485 $1,556

Liabilities:
Derivatives designated as accounting hedges:
Interest rate swaps $7,173 $3,366 Other accrued expenses
Foreign currency forwards 554 423 Other accrued expenses
Derivatives not designated as accounting hedges:
Foreign currency forwards 112 957 Other accrued expenses
Total $7,839 $4,746

The net gain on foreign currency forwards that are not designated as hedging instruments for the three months ended
February 28, 2014 and 2013, respectively, was as follows (in thousands):

Amount of gain recognized in the
consolidated statements of operations

February 28, 2014 February 28, 2013 Location on consolidated
statements of operations

Foreign currency forwards $2,205 $2,357 Other expense, net

10
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The following table provides information about the gains (losses) on our cash flow hedging instruments for the three
months ended February 28, 2014 and 2013, respectively (in thousands):

Derivatives in cash flow
hedging relationships

Amount of gain/(loss)
recognized in AOCI on
derivative

Amount of gain/(loss)
reclassified from AOCI into
income

Location of gain/(loss)
reclassified from
AOCI into income

February 28,
2014

February 28,
2013

February 28,
2014

February 28,
2013

Interest rate swaps $(2,487 ) $(22 ) $(235 ) $(226 ) Interest expense
Foreign currency forwards (291 ) (58 ) (68 ) (22 ) Revenue
Total $(2,778 ) $(80 ) $(303 ) $(248 )

The cumulative amount of unrecognized hedge losses recorded in AOCI as of February 28, 2014 and November 30,
2013 is as follows (in thousands):

Unrecognized losses, net of tax
February 28, 2014 November 30, 2013

Interest rate swaps $(4,339 ) $(2,087 )
Foreign currency forwards (335 ) (112 )
Total $(4,674 ) $(2,199 )

The unrecognized losses relating to the foreign currency forwards are expected to be reclassified into revenue within
the next 12 months, and approximately $0.9 million of the unrecognized losses relating to the interest rate swaps are
expected to be reclassified into interest expense within the next 12 months.

4.Debt

The following table summarizes total indebtedness as of February 28, 2014 and November 30, 2013 (in thousands):
February 28, 2014 November 30, 2013

Credit Facility:
Revolver $652,000 $770,000
Term loans 420,616 446,904
2012 term loan 250,000 250,000
2013 term loan 700,000 700,000
Capital leases 7,408 7,688
Total debt $2,030,024 $2,174,592
Current portion (210,320 ) (395,527 )
Total long-term debt $1,819,704 $1,779,065

Credit Facility. Our Credit Facility is a syndicated bank credit agreement that consists of amortizing term loans and a
$1.0 billion revolver. All borrowings under the Credit Facility are unsecured. The term loans and revolver included in
the Credit Facility have a five-year tenor ending in January 2016. The interest rates for borrowings under the Credit
Facility are the applicable LIBOR plus a spread of 1.00 percent to 2.25 percent, depending upon our Leverage Ratio,
which is defined as the ratio of Consolidated Funded Indebtedness to rolling four-quarter Consolidated Earnings
Before Interest Expense, Taxes, Depreciation and Amortization (EBITDA), as such terms are defined in the Credit
Facility. A commitment fee on any unused balance is payable periodically and ranges from 0.15 percent to 0.40
percent based upon our Leverage Ratio. The Credit Facility contains certain financial and other covenants, including a
maximum Leverage Ratio and a maximum Interest Coverage Ratio, as such terms are defined in the Credit Facility.
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2012 term loan. During the third quarter of 2012, we entered into a $250 million interest-only term loan agreement
with a two-and-a-half year tenor ending in March 2015. Borrowings under this loan are unsecured. The interest for
borrowing under this loan, as well as certain financial and other covenants, including a maximum Leverage Ratio and
a maximum Interest Coverage ratio, are consistent with the existing Credit Facility described above.
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2013 term loan.  During the third quarter of 2013, we entered into a $700 million amortizing term loan agreement to
facilitate a portion of the funding for the R.L. Polk & Co. acquisition (Polk acquisition). This loan has a five-year
tenor ending in July 2018, and borrowings under this loan are unsecured. The interest for borrowing under this loan,
as well as certain financial and other covenants, including a maximum Leverage Ratio and a maximum Interest
Coverage ratio, are consistent with the existing Credit Facility described above.

As of February 28, 2014, we were in compliance with all of our debt covenants. Our credit agreements require a
systematic reduction in our leverage ratio each quarter for the first year, and we are in compliance with those terms.
We have classified short-term debt based on principal maturities and expected cash availability over the next 12
months. As of February 28, 2014, we had approximately $652 million of outstanding borrowings under the revolver at
a current annual interest rate of 2.44 percent and approximately $1.371 billion of aggregate outstanding borrowings
under our term loans at a current weighted average annual interest rate of 2.55 percent, including the effect of the
interest rate swaps described in Note 3.

We also had approximately $0.5 million of outstanding letters of credit under the Credit Facility as of February 28,
2014, which reduced the available borrowing under the Credit Facility by an equivalent amount.

The carrying value of our short-term and long-term debt approximates their fair value.

5.Restructuring Charges

During the three months ended February 28, 2014, we eliminated 40 positions and incurred additional direct and
incremental costs related to identified operational efficiencies (including lease abandonments), continued
consolidation of positions to our accounting and customer care Centers of Excellence (COE) locations, and further
consolidation of our legacy data centers. We expect to continue to incur costs related to these and other similar
activities in future periods, resulting in additional restructuring charges.

During the three months ended February 28, 2014, we recorded approximately $3.2 million of restructuring charges
for these activities. Of these charges, approximately $1.7 million was recorded in the Americas segment, $1.3 million
was recorded in the EMEA segment, and $0.2 million was recorded in the APAC segment.

The following table provides a reconciliation of the restructuring liability as of February 28, 2014 (in thousands):
Employee
Severance and
Other
Termination
Benefits

Contract
Termination
Costs

Other Total

Balance at November 30, 2013 $2,569 $103 $23 $2,695
Add: Restructuring costs incurred 2,477 396 245 3,118
Revision to prior estimates (392 ) 449 — 57
Less: Amount paid (1,982 ) (331 ) (268 ) (2,581 )
Balance at February 28, 2014 $2,672 $617 $— $3,289

As of February 28, 2014, approximately $2.3 million of the remaining restructuring liability was in the Americas
segment and approximately $1.0 million was in the EMEA segment. The entire $3.3 million restructuring liability is
expected to be paid within the next 12 months.

6.Acquisition-related Costs
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During the three months ended February 28, 2014, we recorded approximately $0.9 million of direct and incremental
costs associated with acquisition-related activities, including severance, lease abandonments, and professional fees.
Approximately $0.4 million of the total charge was recorded in the Americas segment and $0.5 million was recorded
in the EMEA segment.
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The following table provides a reconciliation of the acquisition-related costs accrued liability as of February 28, 2014
(in thousands):

Employee
Severance and
Other
Termination
Benefits

Contract
Termination
Costs

Other Total

Balance at November 30, 2013 $5,859 $201 $71 $6,131
Add: Costs incurred 497 515 15 1,027
Revision to prior estimates (87 ) — — (87 )
Less: Amount paid (2,725 ) (86 ) (86 ) (2,897 )
Balance at February 28, 2014 $3,544 $630 $— $4,174

As of February 28, 2014, approximately $1.8 million of the remaining acquisition-related costs accrued liability was
in the Americas segment and $2.4 million was in the EMEA segment. We expect that the remaining liability will be
substantially paid in 2014.

7.Pensions and Postretirement Benefits

Our net periodic pension expense (income) for the three months ended February 28, 2014 and 2013 was comprised of
the following (in thousands): 

Three months ended February 28,
2014 2013

Service costs incurred $3,045 2,598
Interest costs on projected benefit obligation 2,101 1,693
Expected return on plan assets (2,090 ) (1,821 )
Amortization of prior service credit (338 ) (336 )
Amortization of transitional obligation 11 —
Net periodic pension expense $2,729 $2,134

Our net periodic postretirement expense was comprised of the following for the three months ended February 28,
2014 and 2013 (in thousands):

Three months ended February 28,
2014 2013

Service costs incurred $4 $6
Interest costs 103 100
Net periodic postretirement expense $107 $106

8.Stock-based Compensation

Stock-based compensation expense for the three months ended February 28, 2014 and 2013 was as follows (in
thousands):

Three months ended February 28,
2014 2013

Cost of revenue $1,860 $1,682
Selling, general and administrative 42,104 38,080
Total stock-based compensation expense $43,964 $39,762
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Total income tax benefits recognized for stock-based compensation arrangements were as follows (in thousands):
Three months ended February 28,
2014 2013

Income tax benefits $15,062 $13,718
No stock-based compensation cost was capitalized during the three months ended February 28, 2014 and 2013.
As of February 28, 2014, there was $180.0 million of unrecognized stock-based compensation cost, adjusted for
estimated forfeitures, related to unvested stock-based awards that will be recognized over a weighted-average period
of approximately 1.9 years. Total unrecognized stock-based compensation cost will be adjusted for future changes in
estimated forfeitures and changes in estimated achievement of performance goals.
Restricted Stock Units (RSUs). The following table summarizes RSU activity during the three months ended February
28, 2014:

Shares
Weighted-
Average Grant
Date Fair Value

(in thousands)
Balance at November 30, 2013 3,017 $92.93
Granted 826 $113.36
Vested (1,052 ) $90.15
Forfeited (44 ) $98.72
Balance at February 28, 2014 2,747 $100.05
The total fair value of RSUs that vested during the three months ended February 28, 2014 was $121.5 million based
on the weighted-average fair value on the vesting date.

9.Income Taxes

Our effective tax rate is estimated based upon the effective tax rate expected to be applicable for the full fiscal year.
Our effective tax rate for the three months ended February 28, 2014 was 20.3 percent, compared to 19.4 percent for
the same period of 2013.

10.Commitments and Contingencies

From time to time, we are involved in litigation in the ordinary course of our business, including claims or
contingencies that may arise related to matters occurring prior to our acquisition of businesses, such as the matter
described below. At the present time, primarily because the matters are generally in early stages, we can give no
assurance as to the outcome of any pending litigation to which we are currently a party and we are unable to determine
the ultimate resolution of or provide a reasonable estimate of the range of possible loss attributable to these matters or
the effect they may have on us. However, we do not expect the outcome of such proceedings to have a material
adverse effect on our results of operations or financial condition. We have and will continue to vigorously defend
ourselves against these claims. 

On April 23, 2013 (prior to our acquisition of R.L. Polk & Co.) our CARFAX subsidiary (“CARFAX”) was served with
a complaint filed in the U.S. District Court for the Southern District of New York, purportedly on behalf of certain
auto and light truck dealers. The complaint alleges, among other things that, in violation of antitrust laws, CARFAX
entered into exclusive arrangements regarding the sale of CARFAX vehicle history reports with certain auto
manufacturers and owners of two websites providing classified listings of used autos and light trucks. The complaint
seeks three times the actual damages that a jury finds the plaintiffs have sustained, injunctive relief, costs and
attorneys’ fees. On October 25, 2013, the plaintiffs served a second amended complaint with similar allegations
purporting to name approximately 469 auto dealers as plaintiffs. The proceedings are in an early stage and there are
significant legal and factual issues to be determined. We believe, however, that the probability that the outcome of the
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11.Earnings per Share
Weighted-average shares of Class A common stock outstanding for the three months ended February 28, 2014 and
2013, respectively, were calculated as follows (in thousands):

Three months ended February 28,
2014 2013

Weighted-average shares outstanding:
Shares used in basic EPS calculation 67,809 65,790
Effect of dilutive securities:
Restricted stock units 884 907
Stock options and other stock-based awards — 4
Shares used in diluted EPS calculation 68,693 66,701

12.Accumulated Other Comprehensive Income (Loss)

ASU 2013-2 requires disclosure of additional information about changes in AOCI balances by component, including
the effect of reclassifications out of AOCI on the respective line items in net income. The following table summarizes
the changes in AOCI by component (net of tax) for the three months ended February 28, 2014 (in thousands):

Foreign
currency
translation

Net pension
and OPEB
liability

Unrealized
losses on
hedging
activities

Total

Balance at November 30, 2013 $(46,565 ) $(8,197 ) $(2,199 ) $(56,961 )
Other comprehensive income (loss) before
reclassifications 212 — (2,778 ) (2,566 )

Reclassifications from AOCI to income — — 303 303
Balance at February 28, 2014 $(46,353 ) $(8,197 ) $(4,674 ) $(59,224 )

13.Segment Information

We prepare our financial reports and analyze our business results within our three reportable geographic segments:
Americas, EMEA, and APAC. We evaluate segment performance primarily at the revenue and operating profit level
for each of these three segments. We also evaluate revenues by transaction type.
Information about the operations of our three segments is set forth below. No single customer accounted for 10% or
more of our total revenue for the three months ended February 28, 2014 and 2013. There are no material inter-segment
revenues for any period presented. Certain corporate transactions are not allocated to the reportable segments,
including such items as stock-based compensation expense, net periodic pension and postretirement expense,
corporate-level impairments, and gain (loss) on sale of corporate assets.

Americas EMEA APAC Shared
Services

Consolidated
Total

(In thousands)
Three months ended February 28, 2014
Revenue $350,420 $126,861 $47,177 $— $524,458
Operating income $77,610 $24,595 $10,062 $(56,613 ) $55,654
Depreciation and amortization$41,173 $5,791 $613 $2,060 $49,637
Three months ended February 28, 2013
Revenue $229,166 $109,471 $43,888 $— $382,525
Operating income $62,133 $15,986 $9,749 $(51,468 ) $36,400
Depreciation and amortization$24,284 $5,917 $461 $1,817 $32,479
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Revenue by transaction type was as follows (in thousands):
Three months ended February 28,
2014 2013

Subscription revenue $417,374 $307,727
Non-subscription revenue 107,084 74,798
Total revenue $524,458 $382,525

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

The following Management’s Discussion and Analysis is intended to help the reader understand the financial condition
and results of operations of IHS Inc. (IHS, we, our, or us). The following discussion should be read in conjunction
with our annual report on Form 10-K for the year ended November 30, 2013, the Condensed Consolidated Financial
Statements and accompanying notes included in this quarterly report on Form 10-Q, and important information and
disclosure that we routinely post to our website (www.ihs.com). However, none of the information provided on our
website is incorporated into this quarterly report on Form 10-Q.

Executive Summary

Business Overview

We are a leading source of information, insight and analytics in critical areas that shape today's business landscape.
Businesses and governments in more than 165 countries around the globe rely on our comprehensive content, expert
independent analysis, and flexible delivery methods. Our aim is to embed our solutions within the entire spectrum of
our customers’ organization, enabling executive level capital deployment strategies and following decision-making
activities throughout their organizations to front-line employees tasked with managing their company’s complex core
daily operations. We have been in business since 1959 and became a publicly traded company on the New York Stock
Exchange in 2005. Headquartered in Englewood, Colorado, USA, we are committed to sustainable, profitable growth
and employ more than 8,000 people in more than 31 countries around the world.

Inherent in all of our strategies is a firm commitment to put our customers first in everything that we do.  We believe
that maintaining a disciplined “outside-in” approach will allow us to better serve our customers and our stockholders. To
achieve that goal, we have organized our business around our customers and the geographies in which they reside:
Americas, EMEA, and APAC. This structure allows us to tailor and expand the solutions we offer to meet the unique
needs of our customers both globally and in local markets.

Subscriptions represented approximately 80 percent of our total revenue in the first quarter of 2014. We sell our
offerings primarily through subscriptions, which tend to generate recurring revenue and cash flow for us. Our
subscription agreements are typically non-cancellable and may contain provisions for minimum monthly payments.
We have historically seen high renewal rates. For subscription revenue, the timing of our cash flows generally
precedes the recognition of revenue and income.

Our business has seasonal aspects. Our fourth quarter typically generates our highest quarterly levels of revenue and
profit. Conversely, our first quarter generally has our lowest levels of revenue and profit. We also experience
event-driven seasonality in our business; for instance, IHS Energy CERAWeek, an annual energy executive gathering,
is held during our second quarter. Another example is the biennial release (previously triennial release) of the Boiler
Pressure Vessel Code (BPVC) engineering standard, which generates revenue for us predominantly in the third
quarter of every other year. The BPVC benefit most recently occurred in the third quarter of 2013.

In 2014, we are focused on the following two priorities:
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•

Operational excellence.  We expect to capitalize on infrastructure investments to allow our employees to do their jobs
more efficiently and effectively, including engaging and supporting new and existing customers. During the first
quarter of 2014, we made progress in core process and system enhancements that we believe will allow us to meet our
goals.

•Commercial expansion.  We expect to continue our pace of new and integrated product platform releases and
offerings, and we are on track with the development and release of product platforms across the various workflows we
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service. We are also hiring new global account executives to drive new and expanded business in key geo-markets and
are re-aligning our field and inside sales forces in an effort to maximize the customer experience.

Global Operations

Approximately 40 percent of our revenue is transacted outside of the United States; however, just over 20 percent of
our revenue is transacted in currencies other than the U.S. dollar. As a result, a strengthening U.S. dollar relative to
certain currencies has historically resulted in a negative impact to our revenue; conversely, a weakening U.S. dollar
has historically resulted in a positive impact to our revenue. However, the impact on operating income is diminished
due to certain operating expenses denominated in currencies other than the U.S. dollar. Our largest foreign currency
exposures, in order of magnitude, are the British Pound, Canadian Dollar, and Euro.

Key Performance Indicators

We believe that revenue growth, Adjusted EBITDA (both in dollars and margin), and free cash flow are the key
financial measures of our success. Adjusted EBITDA and free cash flow are financial measures that are not prepared
in accordance with GAAP (non-GAAP).

Revenue growth. We review year-over-year revenue growth in our segments as a key measure of our success in
addressing customer needs in each region of the world in which we operate. We measure revenue growth in terms of
organic, acquisitive, and foreign currency impacts. We define these components as follows:

•

Organic – We define organic revenue growth as total revenue growth from continuing operations for all factors other
than acquisitions and foreign currency movements. We drive this type of revenue growth through value realization
(pricing), expanding wallet share of existing customers through up-selling and cross-selling efforts, securing new
customer business, and through the sale of new or enhanced product offerings.

•

Acquisitive – We define acquisitive revenue as the revenue generated from acquired products and services from
the date of acquisition to the first anniversary date of that acquisition. This type of growth comes as a result of
our strategy to purchase, integrate, and leverage the value of assets we acquire. We also include the impact of
divestitures in this growth metric.

•
Foreign currency – We define the foreign currency impact on revenue as the difference between current revenue at
current exchange rates and current revenue at the corresponding prior period exchange rates. Due to the significance
of revenue transacted in foreign currencies, we measure the impact of foreign currency movements on revenue.

We also measure and report revenue by transaction type. Understanding revenue by transaction type helps us identify
broad changes in product mix. We summarize our transaction type revenue into the following two categories:

•Subscription revenue represents the significant majority of our revenue, and is comprised of subscriptions to ourvarious information offerings and software maintenance.

•

Non-subscription revenue represents consulting (e.g., research and analysis, modeling, and forecasting), services,
single-document product sales, software license sales and associated services, conferences and events, and
advertising. Our non-subscription products and services are an important part of our business because they
complement our subscription business in creating strong and comprehensive customer relationships.

Non-GAAP measures. We use non-GAAP financial measures such as EBITDA, Adjusted EBITDA, and free cash
flow in our operational and financial decision-making, and believe that such measures allow us to focus on what we
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deem to be more reliable indicators of ongoing operating performance (Adjusted EBITDA) and our ability to generate
cash flow from operations (free cash flow). We also believe that investors may find non-GAAP financial measures
useful for the same reasons, although we caution readers that non-GAAP financial measures are not a substitute for
GAAP financial measures or disclosures. None of these non-GAAP financial measures are recognized terms under
GAAP and do not purport to be an alternative to net income or operating cash flow as an indicator of operating
performance or any other GAAP measure. Throughout this section on management’s discussion and analysis and on
our website (www.ihs.com), we provide reconciliations of these non-GAAP financial measures to the most directly
comparable GAAP measures.
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EBITDA and Adjusted EBITDA. EBITDA and Adjusted EBITDA are used by many of our investors, research
analysts, investment bankers, and lenders to assess our operating performance. For example, a measure similar to
Adjusted EBITDA is required by the lenders under our term loans and revolving credit agreement. We define
EBITDA as net income plus or minus net interest, plus provision for income taxes, depreciation, and amortization.
Our definition of Adjusted EBITDA further excludes primarily non-cash items and other items that we do not consider
to be useful in assessing our operating performance (e.g., stock-based compensation expense, restructuring charges,
acquisition-related costs, asset impairment charges, gain or loss on sale of assets, pension mark-to-market and
settlement expense, and income or loss from discontinued operations).

Free Cash Flow. We define free cash flow as net cash provided by operating activities less capital expenditures.

Because not all companies use identical calculations, our presentation of non-GAAP financial measures may not be
comparable to other similarly titled measures of other companies. However, these measures can still be useful in
evaluating our performance against our peer companies because we believe the measures provide users with valuable
insight into key components of GAAP financial disclosures. For example, a company with higher GAAP net income
may not be as appealing to investors if its net income is more heavily comprised of gains on asset sales. Likewise,
excluding the effects of interest income and expense moderates the impact of a company’s capital structure on its
performance.

Results of Operations

Total Revenue

First quarter 2014 revenue increased 37 percent compared to the first quarter of 2013. The table below displays the
percentage change in revenue due to organic, acquisitive, and foreign currency factors when comparing the three
months ended February 28, 2014 to the three months ended February 28, 2013.

Increase in Total Revenue

(All amounts represent percentage points) Organic Acquisitive Foreign
Currency

First quarter 2014 vs. first quarter 2013 5 % 33 % —  %

The five percent organic growth for the three months ended February 28, 2014, compared to the same period of 2013,
was primarily attributable to subscription growth performance, with non-subscription growth also contributing
positively to the increase.

Acquisitive revenue growth was primarily due to the Polk acquisition in the third quarter of 2013, as well as other
acquisitions we have made in the last twelve months, including the following:

•Fekete Associates and Waterborne Energy in the second quarter of 2013, and
•PFC Energy in the third quarter of 2013.

Foreign currency had a negligible impact on the year-over-year increase in revenue.
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Revenue by Segment
Three months ended February 28, Percentage

Change(In thousands, except percentages) 2014 2013
Revenue:
Americas $350,420 $229,166 53 %
EMEA 126,861 109,471 16 %
APAC 47,177 43,888 7 %
Total revenue $524,458 $382,525 37 %

As a percent of total revenue:
Americas 67 % 60 %
EMEA 24 % 29 %
APAC 9 % 11 %

The percentage change in each geography segment is due to the factors described in the following table.
Increase (decrease) in revenue
 First quarter 2014 vs. first quarter 2013

(All amounts represent percentage points) Organic Acquisitive Foreign
Currency

Americas 5 % 48 % (1 )%
EMEA 5 % 9 % 2  %
APAC — % 8 % (1 )%

For the three months ended February 28, 2014, compared to the same period of 2013, Americas revenue experienced
organic growth in both subscriptions (at five percent) and non-subscriptions (at eight percent). The subscription
growth was primarily due to energy offerings, while the non-subscription growth was primarily due to consulting
services growth.

EMEA revenue for the three months ended February 28, 2014, compared to the same period of 2013, had solid
organic subscription growth at seven percent. We are also continuing to develop the non-subscription portion of the
EMEA business, which had mixed results across product lines, resulting in a negative one percent organic growth rate.

APAC organic subscription revenue growth was three percent for the three months ended February 28, 2014,
compared to the same period of 2013, and was adversely affected by the timing of certain subscription renewals.
Non-subscription organic growth decreased nine percent, which was impacted by the difficult comparison against the
35 percent organic growth we experienced in APAC in the first quarter of 2013.

Revenue by Transaction Type

Three months ended February 28, Percent change
(in thousands, except percentages) 2014 2013 Total Organic
Subscription revenue $417,374 $307,727 36 % 5 %
Non-subscription revenue 107,084 74,798 43 % 3 %
Total revenue $524,458 $382,525 37 % 5 %

As a percent of total revenue:
Subscription 80 % 80 %
Non-subscription 20 % 20 %
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Our subscription business grew at five percent organically during the first quarter of 2014, compared to the same
period of 2013, with energy, chemicals, and product design subscription offerings providing the largest contributions
to the growth. Subscriptions continue to provide a stable revenue stream that generates significant cash flow.
Consistent with the prior year,
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our first quarter 2014 subscription revenue represented approximately 80 percent of our total revenue, as the first
quarter is seasonally our lowest non-subscription revenue quarter.

The non-subscription portion of our business increased three percent organically during the three months ended
February 28, 2014, compared to the same period of 2013, reflecting strong consulting performance, particularly in
energy and chemicals.

Operating Expenses

The following table shows our operating expenses and the associated percentages of revenue.
Three months ended February 28,

(In thousands, except percentages) 2014 2013
Operating expenses:
Cost of revenue $212,925 $160,075
SG&A expense $197,716 $142,229
Depreciation and amortization expense $49,637 $32,479

As a percent of revenue:
Cost of revenue 41 % 42 %
SG&A expense 38 % 37 %
Depreciation and amortization expense 9 % 8 %

Supplemental information:
SG&A expense, excluding stock-based compensation $155,612 $104,149
As a percent of revenue 30 % 27 %

Cost of Revenue

For the three months ended February 28, 2014, cost of revenue remained relatively consistent as a percentage of
revenue, compared to the same period in the prior year. We continue to invest in our people, platforms, processes, and
products in support of our goals to increase top- and bottom-line growth.

Selling, General and Administrative (SG&A) Expense

We evaluate our SG&A expense after excluding stock-based compensation expense. For the three months ended
February 28, 2014, compared to the same period of 2013, SG&A expense as a percentage of revenue increased
primarily due to recent acquisitions and increased compensation expense.

For the three months ended February 28, 2014, compared to the same period of 2013, stock-based compensation
expense increased as a result of an increase in the number of employees, an increase in our stock price, and the
achievement or overachievement of certain company performance metrics. As a percentage of revenue, stock-based
compensation decreased by two percentage points. Please refer to Note 8 to the Condensed Consolidated Financial
Statements in this quarterly report on Form 10-Q for a discussion of stock-based compensation.

Depreciation and Amortization Expense

For the three months ended February 28, 2014, compared to the same period of 2013, depreciation and amortization
expense increased in both amount and as a percentage of revenue, primarily due to the increase in depreciable and
amortizable assets from capital expenditures and acquisitions, particularly the Polk acquisition.
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Restructuring

Please refer to Note 5 to the Condensed Consolidated Financial Statements in this quarterly report on Form 10-Q for a
discussion of our restructuring activities. During the first quarter of 2014, we incurred approximately $3.2 million of
restructuring charges for direct and incremental costs associated with identified operational efficiencies (including
lease abandonments), continued consolidation of positions to our accounting and customer care Centers of Excellence
(COE) locations, and further consolidation of our legacy data centers.

In the first quarter of 2014, we eliminated approximately 40 positions related to these activities. We expect to continue
to incur costs related to these and other similar activities in future periods, resulting in additional restructuring
charges.

Acquisition-related Costs

Please refer to Note 6 to the Condensed Consolidated Financial Statements in this quarterly report on Form 10-Q for a
discussion of costs associated with our integration and other acquisition-related activities. During the first quarter of
2014, we recorded approximately $0.9 million of direct and incremental costs associated with acquisition-related
activities, including severance, lease abandonments, and professional fees. Because acquisitions are a key component
of our growth strategy, we expect that we will continue to perform similar activities for future acquisitions.

Pension and Postretirement Expense

For the three months ended February 28, 2014, compared to the same period of 2013, net periodic pension and
postretirement expense increased slightly to $2.8 million.

Our pension expense and associated pension liability as calculated under GAAP requires the use of assumptions about
the estimated long-term rate of return on plan assets and the discount rate. Our pension investment strategy is designed
to align the majority of our pension assets with the underlying pension liability and minimize volatility caused by
changes in asset returns and discount rates. Our pension expense estimates are updated to reflect actual experience
through the remeasurement process in the fourth quarter, or sooner if earlier remeasurements are required. For the
three months ended February 28, 2014, we used a 5.4 percent expected long-term rate of return on plan assets and a
4.9 percent discount rate for the U.S. Retirement Income Plan; the actual return on plan assets during that period was
4.8 percent. We anticipate that the difference between actual return on plan assets and expected return on plan assets
will be largely mitigated by the offsetting change in the pension liability resulting from movements in the discount
rate.

Operating Income by Segment (geography)
Three months ended February 28,

(In thousands, except percentages) 2014 2013
Operating income:
Americas $77,610 $62,133
EMEA 24,595 15,986
APAC 10,062 9,749
Shared services (56,613 ) (51,468 )
Total operating income $55,654 $36,400

As a percent of segment revenue:
Americas 22 % 27 %
EMEA 19 % 15 %
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APAC 21 % 22 %

For the three months ended February 28, 2014, compared to the same period of 2013, operating income as a
percentage of revenue for the Americas segment decreased primarily because of amortization expense associated with
intangible assets acquired in the Polk acquisition. For the three months ended February 28, 2014, compared to the
same period of 2013, the EMEA segment operating income as a percentage of revenue increased primarily because of
revenue growth and prior investment in scaled infrastructure. For the three months ended February 28, 2014,
compared to the same period of 2013, the APAC segment operating income as a percentage of revenue was largely
unchanged.
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Provision for Income Taxes

Our effective tax rate for the three months ended February 28, 2014 was 20.3 percent compared to 19.4 percent for the
same period of 2013.

EBITDA and Adjusted EBITDA (non-GAAP measures)

Three months ended February 28, Percentage
Change(In thousands, except percentages) 2014 2013

Net income $32,422 $24,671 31 %
Interest income (251 ) (344 )
Interest expense 15,245 6,120
Provision for income taxes 8,238 5,953
Depreciation 15,790 9,880
Amortization 33,847 22,599
EBITDA $105,291 $68,879 53 %
Stock-based compensation expense 43,964 39,762
Restructuring charges 3,175 4,788
Acquisition-related costs 940 1,895
Impairment of assets — 1,629
Loss on sale of assets 2,805 1,241
Adjusted EBITDA $156,175 $118,194 32 %
Adjusted EBITDA as a percentage of revenue 29.8 % 30.9 %

Our Adjusted EBITDA for the three months ended February 28, 2014, compared to the same period of 2013,
increased primarily because of acquisitions, organic subscription revenue growth, and the leverage in our business
model.

Financial Condition

(In thousands, except
percentages)

As of February 28,
2014

As of November 30,
2013 Dollar change Percent change

Accounts receivable, net $524,010 $459,263 $64,747 14  %
Accrued compensation $58,431 $89,460 $(31,029 ) (35 )%
Deferred revenue $708,941 $560,010 $148,931 27  %

The increase in accounts receivable was primarily due to the fact that we typically have the highest level of
subscription renewals in our first and fourth quarters, and this trend has continued in 2014. The change in accrued
compensation was primarily due to 2013 bonus payout made in the first quarter of 2014. The increase in deferred
revenue was primarily due to the high level of subscription renewals that occur in the first and fourth quarters.

Liquidity and Capital Resources

As of February 28, 2014, we had cash and cash equivalents of $205 million, of which approximately $160 million was
held by our foreign subsidiaries. The cash held by our foreign subsidiaries is not available to fund domestic
operations, as we have deemed the earnings of those subsidiaries to be indefinitely reinvested. We also had $2.03
billion of debt as of February 28, 2014, which has resulted in an increase in interest expense in 2014, and we expect
that the increased debt will continue to result in increased interest expense for the near future. On a trailing
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twelve-month basis, the ratio of free cash flow to Adjusted EBITDA was 70 percent. Because of our cash, debt, and
cash flow positions, we believe we will have sufficient cash to meet our ongoing working capital and capital
expenditure needs.
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During the third quarter of 2013, we completed the Polk acquisition, which we funded with a combination of cash and
stock. We funded the cash portion of the transaction consideration using cash on hand, cash from our existing
revolver, and a new bank term loan. Our credit agreements require a systematic reduction in our leverage ratio (as
defined in Note 4 to the Condensed Consolidated Financial Statements in this quarterly report on Form 10-Q) of 25
basis points per quarter for the first year, ending at a 3.0 to 1.0 ratio effective for the quarter ending August 31, 2014
and thereafter. This leverage ratio covenant will require us to use cash flows from ongoing operations or equity
financing to reduce our debt to the required levels. As of February 28, 2014, our leverage ratio was 3.2x compared to a
maximum permitted leverage ratio at February 28, 2014 of 3.5x as we continued to reduce our leverage ratio.

Our future capital requirements will depend on many factors, including the level of future acquisitions, the need for
additional facilities or facility improvements, the timing and extent of spending to support product development
efforts, information technology infrastructure investments, investments in our internal business applications, and the
continued market acceptance of our offerings. We could be required, or could elect, to seek additional funding through
public or private equity or debt financings; however, additional funds may not be available on terms acceptable to us.
We currently expect our capital expenditures to be approximately five to six percent of revenue in 2014.

Cash Flows
Three months ended February 28,

(In thousands, except percentages) 2014 2013 Dollar change Percent change
Net cash provided by operating activities $153,861 $131,686 $22,175 17  %
Net cash used in investing activities $(24,314 ) $(59,437 ) $35,123 (59 )%
Net cash used in financing activities $(179,168 ) $(79,341 ) $(99,827 ) 126  %

The increase in net cash provided by operating activities was primarily due to continued business performance
improvements. Part of the increase also came from decreased funding of our pension plans ($0.8 million for the first
quarter of 2014, compared to $10.9 million for the first quarter of 2013) and additive cash flow from acquisitions
(most notably from the Polk acquisition). Our subscription-based business model continues to be a cash-flow
generator that is aided by positive working capital characteristics that do not generally require substantial working
capital increases to support our growth.

The decrease in net cash used in investing activities was principally due to the acquisitions we made in the first
quarter of 2013, as we had no acquisitions in the first quarter of 2014.

The increase in net cash used in financing activities was principally due to the repayment of borrowings as we reduce
our debt leverage.

Free Cash Flow (non-GAAP measure)

The following table reconciles our non-GAAP free cash flow measure to net cash provided by operating activities.
Three months ended February 28,

(In thousands, except percentages) 2014 2013 Dollar change Percent change
Net cash provided by operating activities $153,861 $131,686
Capital expenditures on property and equipment (24,610 ) (19,367 )
Free cash flow $129,251 $112,319 $16,932 15 %

Our free cash flow has historically been positive due to the robust cash generation attributes of our business model,
providing us with operational and capital structure flexibility as we de-lever the business.

Credit Facility and Other Debt
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Please refer to Note 4 to the Condensed Consolidated Financial Statements in this quarterly report on Form 10-Q for a
discussion of the current status of our term loans and revolving credit agreement.

Share Repurchase Program

Please refer to Part II, Item 2 in this quarterly report on Form 10-Q for a discussion of our share repurchase programs.
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Off-Balance Sheet Transactions

We have no off-balance sheet transactions.

Critical Accounting Policies

Our management makes a number of significant estimates, assumptions and judgments in the preparation of our
financial statements. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Critical Accounting Policies and Estimates” in our annual report on Form 10-K for fiscal year 2013 for a
discussion of the estimates and judgments necessary in our accounting for revenue recognition, business
combinations, goodwill and other intangible assets, income taxes, pension and postretirement benefits, and
stock-based compensation.

Item 3. Quantitative and Qualitative Disclosure About Market Risk

For information regarding our exposure to certain market risks, see Item 7A, “Quantitative and Qualitative Disclosures
About Market Risk,” in our annual report on Form 10-K for fiscal year 2013.

Our credit facility and other term loan borrowings are subject to variable interest rates. We use interest rate swaps in
order to fix a portion of our variable rate debt as part of our overall interest rate risk management strategy. As of
February 28, 2014, we had $2.023 billion of floating-rate debt at a 2.44 percent weighted-average interest rate, of
which $100 million was subject to effective floating-to-fixed interest rate swaps. A hypothetical increase in interest
rates of 100 basis points applied to our floating rate indebtedness would increase annual interest expense by
approximately $19 million ($20 million without giving effect to any of our interest rate swaps).

Item 4. Controls and Procedures

(a) Evaluation of disclosure controls and procedures.

Under the supervision and with the participation of our management, including our Chief Executive Officer and Chief
Financial Officer, we have evaluated the effectiveness of our disclosure controls and procedures pursuant to Rules
13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), as of the end of
the period covered by this report. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer
concluded that our disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under the
Exchange Act are effective at a reasonable assurance level to ensure that information required to be disclosed in the
reports required to be filed or submitted under the Exchange Act is (i) recorded, processed, summarized, and reported
within the time periods specified in the SEC’s rules and forms, and (ii) accumulated and communicated to our
management, including our Chief Executive Officer and Chief Financial Officer, to allow timely decisions regarding
required disclosure.

(b) Changes in internal control over financial reporting.

There were no changes in our internal control over financial reporting that occurred during the period covered by this
quarterly report on Form 10-Q that have materially affected, or are reasonably likely to materially affect, our internal
control over financial reporting.

PART II.   OTHER INFORMATION
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Item 1. Legal Proceedings

See "Item 1 - Financial Statements - Notes to Condensed Consolidated Financial Statements - Note 10" for
information about legal proceedings.

Item 1A. Risk Factors

There have been no material changes to the risk factors associated with the business previously disclosed in Part I of
our 2013 Annual Report on Form 10-K.
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Item 2.    Unregistered Sales of Equity Securities and Use of Proceeds
The following table provides detail about our share repurchases during the three months ended February 28, 2014.

Total
Number of
Shares
Purchased

Average
Price Paid
per Share

Total Number of Shares
Purchased as Part of
Publicly Announced
Plans or Programs

Maximum Dollar
Value of Shares That
May Yet Be Purchased
Under the Plans or
Programs (in
thousands) (3)

December 1 - December 31, 2013:
Share repurchase programs (1) — $— — $4,021
Employee transactions (2) 13,127 $115.43 N/A N/A
January 1 - January 31, 2014:
Share repurchase programs (1) — $— — $4,021
Employee transactions (2) 205,474 $117.33 N/A N/A
February 1 - February 28, 2013:
Share repurchase programs (1) — $— — $4,021
Employee transactions (2) 162,068 $113.46 N/A N/A
Total share repurchases 380,669 $115.62 —

(1) In March 2011, our board of directors authorized the repurchase of up to one million common shares per fiscal
year in the open market (the March 2011 Program). We may execute on this program at our discretion, balancing
dilution offset with other investment opportunities of the business, including acquisitions. The March 2011 Program
does not have an expiration date.

In October 2012, our board of directors authorized the repurchase of common shares with a maximum aggregate value
of $100 million (the October 2012 Program). We may repurchase common shares in open market purchases or
through privately negotiated transactions in compliance with Exchange Act Rule 10b-18, subject to market conditions,
applicable legal requirements, and other relevant factors. The October 2012 Program does not obligate us to
repurchase any dollar amount or number of common shares, and it may be suspended at any time at our discretion.
The October 2012 Program does not have an expiration date.

(2) Amounts represent common shares surrendered by employees in an amount equal to the statutory tax liability
associated with the vesting of their equity awards. We then pay the statutory tax on behalf of the employee. Our board
of directors approved this program in 2006 in an effort to reduce the dilutive effects of employee equity grants.

(3) Amounts represent remaining dollar value of common shares that may yet be purchased under the October 2012
Program. In addition, the March 2011 Program allows us to repurchase up to one million additional common shares
per fiscal year. Since no common shares were repurchased under the March 2011 Program in the three months ended
February 28, 2014, there are one million common shares that may yet be purchased under the March 2011 Program in
fiscal 2014.
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Item 6. Exhibits

(a)Index of Exhibits

The following exhibits are filed as part of this report:

Exhibit
Number Description

10.1 Amendment to Employment Agreement by and between IHS Inc. and Daniel Yergin, dated as of
December 3, 2010

31.1 Certification of the Chief Executive Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the
Exchange Act

31.2 Certification of the Chief Financial Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the
Exchange Act

32 Certification of the Chief Executive Officer and Chief Financial Officer Pursuant to 18 U.S.C.
Section 1350, as adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF  XBRL Taxonomy Extension Definition Linkbase Document

101.LAB  XBRL Taxonomy Extension Label Linkbase Document

101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document
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SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized, on March 24, 2014.

IHS INC.

By: /s/ Heather Matzke-Hamlin
Name: Heather Matzke-Hamlin
Title: Senior Vice President and Chief Accounting Officer
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