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Our Customer’s Network TOLLGRADE
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Core Product Families

Broadbans=gaE
T&M Solutaore

Consumer iisatre
T&M Solutioins

CATV Accees
T&M Solutibie

"Per OEMIResellar Agreements.
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Revenues by TOLLGRADE
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= TOLLGRADE
Our Focus Moving Forward

Providing otir cusforners with leading edge

test & management solutions which...
Enable the competitive rollout of digital broadband
Services.
H|'1h Crnnr

Fully leverage the investments in their existing access
network infrastructure.

Incumbent Centralized Test & Management Systems

Vs and MNGDLCs
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TOLLGRADE

A Shift in the Market

Currently, the market is shifting from a focus
of buifding capacity in the network's core
to filling capacity at the eqge.

As a result...




Our Customers TOLLGRADE
are Buying More...

DLC Equipment
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TOLLGRADE

...t0 Drive Increased
Deployments of...

Internet Services

—— T3l
—=—Cabk MODEM:
DsL

VoB Services

Sonrce: BHE Telecommomications Tdustre Snabeeis
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TOLLGRADE

The Positive Impact

This Increased investment in the broadband edge
provides unigue growth potential for Tollgrade by
leveraging:

fis markel dominance — in partnership with Lucent -
with Consumer Access T&M solutions.

Hs unmaiched ability 1o inlegraie les! inlo access
neiwork elemenis, including NGDLCs and DSLAMs

is company-wide applications knowledge of fesiing
broadband services over the copper/coax loop.
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TOLLGRADE

Our High-Level Strategies

Digital LTS
Enable the EBOC s competitive management of the Digital Consumer
through the evolution of their existing Consumer Access &M solutions.

MU Anywhere

e's broadband edge solutions
eading Act

te-Line T&M suppliers.
Digital wio a Dispalch

Enable our customer's ability to accelerate broadband service

wiork T&M solutions
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Financial Statements

Balance Sheet pollars in Thouzands)

June 30, 2001
Assets

Current Assets
Cash and Investments $76,417
Accounts Receivable 18,190
Inventories 24 980
Other 2,201

Total Current Assets  $121,788
Other $17,664
Total Assets $139 452

December 31, 2000

$58,830
19,590
30,499
10,721

$119,640
$11,635
$131,275

CLo-Bob 7-15901 12




Financial Statements

Balance Sheet pollars in Thouzands)

June 30, 2001
Liabilities and Shareholders’ Equity

Total Liabilities $5,003
Total Shareholders’ Equity $134,449

Total Liabilities
and Shareholders’ Equity $139,452

December 31, 2000

$8,515
$122,760

$131,275
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Financial Statements

Statement of Cash Flows (Dollars in Thousands)
First Half 2001

Cash Flows from Operating Activities
Met Incarme $9 559
Adjustments to reconcile Met Income to Cash 1 3, 979
Net Cash Provided by
Operating Activities $23,538
Cash Flows from Investing Activities
Capital Expenditures '“:$2_. 436>

Cash Flows from Financing Activities
Froceeds from the exercise of Stock Options 1 045

First Half 2000

$12,378
<2,161>

$10,217
<$2.217>

8,742
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Financial Statements

Statement of Cash Flows continued Dollars in Thouzands)
First Half 2001 First Half 2000

Net Increase in Cash
and Cash Equivalents 22,147 16,742

Cash and Cash Equivalents
at Beginning of Period 61,580 31,922

Cash and Cash Equivalents
at End of Period $83,727 $48,664
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Financial Statements

Second Quarter Statement of Operations (Dollars in Thousands)

2001 Actual
Net Product Sales $21,776

Gross Profit $12,211
Total Operating Expenses  $ 6,704
Net Income $ 3,803

and equivalen 0 13,404,290
Diluted E.P.5. $.28

Analysts Consensus
Estimate lexcluding charge) $ .30

% of Total
Revenue

100%
26.1%
30.8%
17.5%

2000 Actual
$ 29,667

$ 18,253
$ 7,621
$ 7,154

13,318,461
$ .54
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% of Total
Revenue

100%
61.5%
23.7%
24.1%




Financial Statements

First Half Statement of Operations (Dollars in Thousands)

2001 Actual
Net Product Sales $ 49 766

Gross Profit $27 926
Total Operating Expenses $14,043
Net Income $ 9,559

WEIghtEd 2 =k
and equivalen 13,391,030

Diluted E.P.5. $.71

Analysts Consensus
Estimate lexcluding charge) $ g3

% of Total
Revenue

100%
26.1%
28.2%
19.2%

2000 Actual
$ 52,084

$ 32,299
$13,973
$12,378

13,217,634
$.94
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% of Total
Revenue

100%
62.0%
26.8%
23.8%
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