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A N N U A L  M E E T I N G

The Annual Meeting of Shareholders will be held at 

2 p.m. on Wednesday, September 12, 2001, at Debevoise

& Plimpton, 919 Third Avenue, New York, NY. Formal

notice of the meeting, proxy statement, and proxy will

be mailed to shareholders prior to the meeting.

C O M M O N  S T O C K

Acterna Corporation common stock is listed on the

Nasdaq National Market under the ticker symbol ACTR.

C O R P O R A T E  O F F I C E

Acterna Corporation

3 New England Executive Park

Burlington, Massachusetts 01803-5087

Telephone: (617) 272-6100

Fax: (617) 272-2304

www.acterna.com

I N D E P E N D E N T  A C C O U N T A N T S

PricewaterhouseCoopers L.L.P.

Boston, Massachusetts

L E G A L  C O U N S E L

Debevoise & Plimpton

New York, NY

T R A N S F E R  A G E N T

Mellon Investor Services

Overpeck Centre

85 Challenger Road

Richfield Park, NJ 07660

Telephone: 800-288-9541

https://vault.melloninvestor.com/isd

F O R M  1 0 K  A N D  A D D I T I O N A L

I N F O R M A T I O N

Additional information, copies of this report, and the

Form 10-K filed with the U.S. Securities and Exchange

Commission may be obtained without charge by writing

to Investor Relations at the Company’s corporate office.
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F I S C A L  2 0 0 0 F I S C A L  2 0 0 1 C H A N G E

S a l e s  $ 9 9 6 $ 1 , 2 6 6 2 7 %

P r o  f o r m a  P r o f i t

f r o m  O p e r a t i o n s * $ 1 3 5 $ 1 9 2  4 2 %

C a s h  E a r n i n g s * * $ 5 3 $ 6 3 1 9 %

C a s h  E P S  $ 0 . 2 7 $ 0 . 3 1 1 5 %

* D e f i n e d  a s  
e a r n i n g s  b e f o r e
i n t e r e s t ,  t a x e s ,
a m o r t i z a t i o n ,  
s p e c i a l  c h a r g e s ,
a n d  i n t e g r a t i o n
e x p e n s e .

* * C a s h  e a r n i n g s
d e f i n e d  a s  n e t
i n c o m e  ( l o s s )
p l u s  a m o r t i z a t i o n  
a n d  s p e c i a l
c h a r g e s .

F I N A N C I A L

H I G H L I G H T S

( $  I N  M I L L I O N S ,  
E X C E P T  P E R  

S H A R E  D A T A )

( A M O U N T S  A R E  P R O  F O R M A )

MORE THAN 188
MILLION KILOMETERS OF 

OPTICAL FIBER WAS INSTALLED
IN THE LAST THREE YEARS.



NEARLY ONE HUNDRED 
MILLION CABLE MODEMS WILL

BE INSTALLED BY 2004.



DSL LINES 
WILL DOUBLE IN 2001 TO 

24 MILLION AND REACH 43 
MILLION BY 2004.



APPROXIMATELY 600 
MILLION PEOPLE WILL BE 

CONNECTED TO THE INTERNET
BY 2003, FUELING CONTINUED

DATA/IP GROWTH.  



WORLDWIDE WIRELESS 
SUBSCRIBERS ARE EXPECTED

TO DOUBLE TO NEARLY 
1.2 BILLION IN 2004.



THE EXPLOSION IN 
WORLDWIDE COMMUNICATIONS 

SERVICES IS ACCELERATING
DEMAND FOR OUR NETWORK

TEST AND MANAGEMENT 
SOLUTIONS. 

A C T E R N A is  the  wor ld ’s  l a rges t  manufac ture r  o f  t e s t  and  management  so lut ions  fo r  opt i ca l

t r anspor t ,  a cce s s ,  and  cab le  ne tworks ,  and  the  s econd  l a rges t  communica t ions  t e s t  company  overa l l .

We a re  focused  ent i r e ly  on  prov id ing  integra ted  ins t ruments ,  sy s t ems ,  so f tware ,  and  se rv i ce s  tha t

he lp  cus tomers  deve lop ,  in s ta l l ,  manufac ture ,  and  mainta in  the i r  communica t ions  ne tworks .



AT ACTERNA, 
WE ARE UNIQUELY 

POSITIONED TO ADDRESS 
THESE OPPORTUNITIES.



D E A R  S H A R E H O L D E R : F

Fiscal 2001 was truly a stellar year for Acterna. Here

are some highlights:

We reported record results for the year, as pro 

forma sales increased 27 percent and pro forma 

profit from operations grew 42 percent.

Pro forma sales from optical transport test and man-

agement products rose 93 percent to $420 million.

We completed the merger with Wavetek Wandel

Goltermann, combining the world’s number two

and number three providers of communications test

and management products.

We acquired Cheetah Technologies,  the leading 

provider of test systems for the cable TV industry.

We changed our name to Acterna to reflect the new

mission of our company, the nature of the industry 

we address, and our commitment to our customers.

We listed Acterna stock on the Nasdaq National 

Market (Nasdaq: ACTR).

T H E  K E E P E R S  O F  C O M M U N I C A T I O N S

As we look at Acterna today, we are the world’s largest

provider of test and management solutions for optical

transport, access, and cable networks and the second

largest communications test company overall. We sur-

passed the $1 billion revenue mark for the first time,

recording $1.27 billion in pro forma sales in fiscal

2001. We are solidly positioned in the heart of the

industry that is critical to the smooth flow of commu-

nications around the world. Our tagline – The Keepers of

Communications – reflects the critical role communica-

tions test and management plays in helping our 

customers get to market faster with new products and

services, improve quality of service, and reduce opera-

tional costs. More than ever before, the success of our

customers depends on getting the best performance 

possible out of their network infrastructure and their

employees. We help them do that every day.

S T R A T E G Y  F O R  G R O W T H  

A N D  P R O F I T A B I L I T Y

Our strategy is built on three points: diversification,

strong investment in new products, and attention to

operating performance.

First, while we are focused on communications test

and management, Acterna is uniquely diversified in

terms of the markets we address, the regions of the

world in which we sell, and the customers that use our

products. For example, we offer instruments, systems,

software, and services across all five network areas –

optical transport, access, cable, data/IP, and wireless.

We believe this gives us an important competitive
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S A L E S

$ 1, 2 6 6

$ 9 9 6
$ 8 3 7

S A L E S  

B Y  

A R E A

O p t i c a l  T r a n s p o r t $ 4 2 0

A c c e s s $ 1 8 6

C a b l e $ 1 5 2

D a t a ,  W i r e l e s s ,  a n d  O t h e r $ 3 9 4

O t h e r  A c t e r n a  C o r p . $ 1 1 4

To t a l $ 1, 2 6 6

( A M O U N T S  A R E  P R O  F O R M A )( $  I N  M I L L I O N S ) ( $  I N  M I L L I O N S )
F Y E  2 0 0 1

( A M O U N T S  A R E  P R O  F O R M A )2 0 0 0 2 0 0 119 9 9



advantage as those network areas continue to converge.

Our solutions also address all phases of the network

life cycle from product R&D to service deployment to

monitoring and maintenance, which is key as commu-

nications services move from the lab to the end user

more quickly than ever before. Geographically, we

have a local presence in every region in the world,

with 41 percent of our revenue coming from outside

North America .  Our customers ,  which are  spl it

between network operators, equipment manufactur-

ers, and end-users, include blue-chip companies such

as AT&T, SBC, Verizon, Deutsche Telekom, China

Telecom, Cisco, Siemens, and Tycom.

Second, we continue to make investments in new prod-

ucts one of our highest priorities. On a pro forma basis,

we invested $160 million in R&D last year, of which

$145 million was directed to developing communica-

tions test and management products. These invest-

ments resulted in a full new product pipeline and a

record number of new product introductions, including

several industry firsts in the optical transport area. For

instance, we introduced the ONT-50 Optical Network

Tester, which is the first portable analyzer to combine

both optical and digital testing in a single instrument.

The ONT-50 significantly reduces the time it takes

technicians to test optical networks, thus saving 

customers time and money. We also introduced the

Acterna TestPad™ 2510, the lightest, most compact field

instrument for testing 10-gigabit fiber optic networks.

Third, we continue to set high standards for executing

our business plans. With the successful integration of

our companies behind us, we have turned our atten-

tion to leveraging our operating synergies and taking

full advantage of our greater purchasing power as a

billion dollar company. As part of that effort, we

began the implementation of an Enterprise Resource

Planning system that will replace multiple legacy sys-

tems that we inherited from our merger. When it is

substantially installed in fiscal 2003, this system will

integrate financial, supply chain management, and

customer relationship management systems across the

entire company. We are confident that this investment

will provide a material pay-off in our ability to man-

age the business and to better serve our customers

globally. In addition, we are consolidating our manu-

facturing operations and have taken steps to stream-

line other parts of our organization.

Many companies claim to have a worldwide presence,

but as a result of our merger we truly do. We sell direct

in more than 30 countries and operate world-class

research and development centers in both Europe and

L
E

T
T

E
R

 F
R

O
M

 T
H

E
 C

H
A

IR
M

A
N

 A
N

D
 P

R
E

S
ID

E
N

T
[8

]

S A L E S  

B Y  

G E O G R A P H Y

P R O  F O R M A  

P R O F I T  

F R O M  

O P E R AT I O N S

N o r t h  A m e r i c a $ 7 4 7

L a t i n  A m e r i c a $ 7 6

E u r o p e $ 3 2 5

A s i a  a n d  R e s t  o f  W o r l d $ 1 1 8

To t a l $ 1, 2 6 6

( $  I N  M I L L I O N S )
F Y E  2 0 0 1

F Y  2 0 0 0
F Y  2 0 0 1

( A M O U N T S  A R E  P R O  F O R M A ) 3 Q 4 Q2 Q1 Q

$ 3 6

$ 2 0

$ 4 2

$ 3 2

$ 5 4

$ 4 1

$ 4 9
$ 5 3

( $  I N  M I L L I O N S )

D e f i n e d  a s  
e a r n i n g s  b e f o r e
i n t e r e s t ,  t a x e s ,
a m o r t i z a t i o n ,  
s p e c i a l  c h a r g e s ,
a n d  i n t e g r a t i o n
e x p e n s e .



North America – we believe this strengthens our com-

petitive advantage. Just as important, we have a strong

global team of energetic, committed, and experienced

Acterna employees dedicated to meeting the exacting

needs of our customers every day. It is to the full cred-

it of these employees that our merged companies have

come together so quickly and so seamlessly.

O T H E R  A C T E R N A  B U S I N E S S E S

In addition to Acterna’s communications test business,

there are two additional businesses, AIRSHOW and 

da Vinci  Systems,  which comprise approximately 

10 percent of our sales. Both businesses are clear lead-

ers in their respective markets: AIRSHOW supplies 

in-f l ight information and entertainment systems 

for passengers of commercial and private aircraft.

Although this market has felt the effects of the slowing

economy, AIRSHOW has continued to win important

new business. AIRSHOW now provides Delta Shuttle

passengers with flight statistics and connecting gate

information. Our da Vinci color enhancement system

was recently  awarded an Emmy for  outstanding

achievement in engineering development. 

O U T L O O K

We have much to be proud about this past year. We are

particularly pleased with our strong sales and profit

growth, the successful integration of the merged com-

panies, and a full new product pipeline – all of which

we accomplished against a backdrop of industry and

market uncertainty. As we enter our fiscal 2002, how-

ever, we find ourselves in the midst of a significant

slowdown in the global communications industry. This

industry slowdown, perhaps the worst in years, comes

after a number of years of record-level growth. 

While we are in a difficult market environment, our

experience and leadership in the industry and our

diversity across markets, geography, and customers

will enable us to weather these challenges and to take

full advantage of market upturns as they occur. The

global communications test and management market,

now valued in excess of $10 billion, remains an 

integral part of the successful deployment and man-

agement of optical, access, cable, data and wireless 

networks. We believe Acterna is uniquely positioned

to take advantage of the long-term growth potential

of this market.

Sincerely yours,

Ned. C. Lautenbach

Chairman and CEO
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J u l y  2 4 ,  2 0 0 1

John R. Peeler

President
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N E T W O R K  D I V E R S I F I C A T I O N TODAY’S INTERCON-

NECTED WORLD DEPENDS ON INFORMATION THAT FLOWS OVER MULTIPLE,

CONVERGED NETWORKS. ACTERNA PROVIDES PRODUCTS AND SERVICES THAT

ADDRESS FIVE KEY NETWORK MARKETS: OPTICAL TRANSPORT, ACCESS,

CABLE, DATA/IP, AND WIRELESS.

B R O A D  P R O D U C T  P O R T F O L I O THE LIFE CYCLE OF

A NETWORK TECHNOLOGY STRETCHES FROM ITS DEVELOPMENT IN THE LAB TO

THE MANUFACTURING FLOOR TO DEPLOYMENT IN THE FIELD. ACTERNA COVERS

THIS ENTIRE LIFE CYCLE WITH MORE THAN 100 DIFFERENT INSTRUMENTS AND

SYSTEMS PRODUCT LINES, AS WELL AS SOFTWARE AND SERVICES, MAKING IT

ONE OF THE MOST COMPREHENSIVE SUPPLIERS IN ITS INDUSTRY.

W O R L D  C L A S S  R & D ACTERNA HAS A LONG HISTORY OF

BEING FIRST TO OFFER NEW TEST SOLUTIONS, SUCH AS THE FIRST PORTABLE

BATTERY-OPERATED SONET TESTER AND THE FIRST ALL-IN-ONE OPTICAL AND

DIGITAL TEST UNIT. IN FISCAL 2001, ACTERNA INVESTED MORE THAN $145

MILLION TO DEVELOP NEW COMMUNICATIONS TEST PRODUCTS.

C U S T O M E R  S A T I S F A C T I O N MORE FIELD TECHNICIANS

IN THE COMMUNICATIONS INDUSTRY USE ACTERNA’S PORTABLE TEST

INSTRUMENTS THAN ANY OTHER PROVIDER – MORE THAN 250,000 ACTERNA

UNITS ARE DEPLOYED WORLDWIDE. ACTERNA SELLS TO VIRTUALLY EVERY

NETWORK OPERATOR AND MANY COMMUNICATIONS EQUIPMENT MANUFAC-

TURERS AS WELL AS TO FORTUNE 500 COMPANIES.

THE KEEPERS OF 
COMMUNICATIONS.

G L O B A L  P R E S E N C E WITH NEARLY 1,500 SALES AND SER-

VICES PERSONNEL AROUND THE WORLD AND A PRESENCE IN 80 COUNTRIES,

ACTERNA IS ABLE TO SERVE ITS CUSTOMERS LOCALLY AND ALSO ADDRESS

THE NEEDS OF LARGE, MULTINATIONAL CUSTOMERS.

S T R A T E G I C  A L L I A N C E S ACTERNA HAS FORMED MORE

THAN 350 STRATEGIC ALL IANCES WITH LEADING COMMUNICATIONS 

INDUSTRY MANUFACTURERS, SERVICE PROVIDERS, SOFTWARE COMPANIES, 

SYSTEMS INTEGRATORS, DISTRIBUTORS, AND VALUE-ADDED RESELLERS.

THESE INCLUDE ALCATEL, CAP GEMINI ERNST & YOUNG, CISCO, METASOLV,

SIEMENS, AND TELLABS.



[11]F I B E R  O P T I C S Optical networks are the backbone that connects more businesses and homes than

ever before. With $420 million in optical transport revenue on a pro forma basis in fiscal 2001, Acterna is

the world’s largest provider of instruments used to deploy and troubleshoot these high-speed fiber networks.

In February 2001, the company marked an industry first with the deployment of the 5,000th handheld 

optical tester, the Acterna TestPad 2310.

ACCELERATED FIBER OPTICS

N
E

T
W

O
R

K
 M

A
R

K
E

T
S



C A B L E The cable industry is in the midst of a major initiative to deliver new services to their subscribers.

Acterna is the world’s largest provider of test and management products to the cable industry with 100,000

test instruments and 200 cable test systems deployed worldwide. Acterna’s instruments enable cable operators

to prepare their networks for advanced digital services such as internet access via cable modems, digital TV, and

telephony. Cable operators also use Acterna systems to monitor their networks to insure top quality service.

EXPANDED CABLE SERVICE
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[13]A C C E S S Multimedia, high-speed Internet, and other broadband applications are driving demand for

high-speed local access from the office and home. To supply these services, network operators must contend

with converging technologies, increased competition, and demand for high quality. Acterna’s access network

test and management solutions help these providers install, troubleshoot, and monitor DSL, broadband, and

other access services that connect business and residential customers to their networks.

HIGH-SPEED ACCESS



DATA/IP MANAGEMENT

D A T A / I P Data/IP traffic has overtaken voice traffic, and analysts predict continued strong growth for

data services. Keeping data networks operating at peak efficiency while avoiding bottlenecks and downtime

has been a complex task. Acterna’s Cyclone family of analyzers streamline data traffic analysis from a multi-

step approach to a one-step solution. Cyclone can now test IP traffic and services running over frame relay,

ATM, packet over SONET, and MPLS networks.
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WIRELESS COVERAGE

W I R E L E S S Is my mobile phone working? With worldwide subscribers expected to reach 1.2 billion by

2004, Acterna is addressing opportunities in the wireless market including the testing of handsets and

devices, RF testing, and network testing. The company is the leading provider of equipment for testing

mobile handsets to identify needed repairs. 
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SERVICES AND SOLUTIONS

G L O B A L S E R V I C E S A N D S O L U T I O N S Intense competition in the global communications

industry requires companies to maximize network investments while keeping pace with changing technology.

Acterna provides a range of consulting services – product support, service deployment, training, process

improvement, and program management – tailored to meet customer needs. To decrease service providers’

time to revenue while assuring service levels as technologies evolve, the company also provides custom soft-

ware and centralized test systems for automated, end-to-end network management.
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