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Dear Stockholders,

Results for fiscal year 2007 remained disappointing,

but behind the scenes a lot was improving. The telecom
test business suffered from the effects of consolidation
among our customers. New technologies were talked
about, but not yet actively pursued by our customers.
For Catapult, having resolved the internal issues that
we faced the previous year, fiscal 2007 was a year to
prepare for better times. As a result, we enter fiscal
2008 ready to move forward.

Let me be a bit more specific. The completion of Catapultes
common hardware platform enabled our engineering staff
to better respond to customer requirements. In addition,
we were disciplined in managing our spending, which
enabled us to remain cash flow positive from operations.
Finally, towards the end of the year, we began to see a
modest improvement in sales interest and order flow.

As several of our large customers consolidated during

the year, their suppliers,including Catapult,suffered.
Purchasing was put on hold in many cases as these new
organizations worked through their internal integration,

but we made good progress in re-establishing relationships
with these customers. In fact, one of them, Alcatel-Lucent,
became our largest customer in fiscal 2007.

While we are seeing signs of new technologies such as
IMS, WiMax and LTE starting to gain momentum, it is
still too early in the cycle for us to determine what impact
they will have on our business. | am confident that
whatever technology emerges, Catapult will be ready

to respond to our customerse requirements. We have
continued to invest in our own research and development,
our engineering resources are in place, and our test

systems are the most advanced available today. Because
of my confidence, we continued to buy back our stock
on the open market in fiscal 2007.

During the year, we established an applications develop-
ment center in the Philippines. This group will ultimately
enable Catapult to meet our customerse demand for
test solutions that are closer to turnkey.

| am encouraged by the indications that improvement in
the market for telecom test systems lies ahead. Our focus
in fiscal 2008 will be on building customer relationships
and strategic partnerships. This is a longer-term, more
gradual process, and | look forward to getting back on
track during the course of this fiscal year.

With industry consolidation settling down and the
emergence of the next generation of telecom technology
on the horizon, we are now positioned for stable growth.
We have brought together a qualified team of professionals
that share in the common goal of Catapultess success.

| would like to thank our stockholders and employees
for their on-going commitment and support.

Sincerely,
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FORWARD-LOOKING STATEMENTS

THIS REPORT ON FORM 10-K CONTAINS STATEMENTS THAT ARE NOT HISTORICAL FACTS BUT
ARE FORWARD-LOOKING STATEMENTS RELATING TO SUCH MATTERS AS ANTICIPATED FINAN-
CIAL PERFORMANCE, BUSINESS PROSPECTS, TECHNOLOGICAL DEVELOPMENTS, NEW PROD-
UCTS AND SIMILAR MATTERS. SUCH STATEMENTS ARE GENERALLY IDENTIFIED BY THE USE
OF FORWARD-LOOKING WORDS AND PHRASES, SUCH AS “INTENDED,” “EXPECTS,” “ANTICIPATES”
AND “IS (OR ARE) EXPECTED (OR ANTICIPATED).” THESE FORWARD-LOOKING STATEMENTS
INCLUDE BUT ARE NOT LIMITED TO THOSE IDENTIFIED IN THIS REPORT WITH AN ASTERISK (*)
SYMBOL. ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THOSE DISCUSSED IN SUCH FOR-
WARD-LOOKING STATEMENTS, AND OUR STOCKHOLDERS SHOULD CAREFULLY REVIEW THE
CAUTIONARY STATEMENTS SET FORTH IN THIS REPORT ON FORM 10-K, INCLUDING THOSE SET
FORTH UNDER THE CAPTION “FACTORS THAT MAY AFFECT FUTURE RESULTS.”

WE MAY FROM TIME TO TIME MAKE ADDITIONAL WRITTEN AND ORAL FORWARD-LOOKING
STATEMENTS, INCLUDING STATEMENTS CONTAINED IN OUR FILINGS WITH THE SECURITIES AND
EXCHANGE COMMISSION AND IN OUR REPORTS TO STOCKHOLDERS. WE DO NOT UNDERTAKE TO
UPDATE ANY FORWARD-LOOKING STATEMENTS THAT MAY BE MADE FROM TIME TO TIME BY US
OR ON OUR BEHALF.



PART I

Item 1. Business
The Company

Catapult Communications Corporation (“we”, “Catapult,” the “Company” or the “Registrant”) designs, develops,
manufactures, markets and supports advanced software-based test systems for the global telecommunications industry.
Our DCT2000® (“DCT”) and MGTS® products are digital communications test systems designed to enable equipment
manufacturers and network operators to deliver complex digital telecommunications equipment and services more
quickly and cost-effectively, while helping to ensure interoperability and reliability. Our advanced software and hardware
assist customers in the design, integration, installation and acceptance testing of a broad range of digital telecommu-
nications equipment and services by performing a variety of test functions, including:

* design and feature verification;
* conformance testing;

* interoperability testing;

* load and stress testing; and

e monitoring and analysis.

We market our products through our direct sales force with offices in the United States, Canada, the
United Kingdom, Germany, France, Finland, Sweden, Japan, China and India. In other markets, we use distributors
or sales agents. Our end customers include industry leaders such as Alcatel-Lucent S.A., AT&T Mobility LLC,
France Telcom, Fujitsu Limited, LM Ericsson, Motorola, Inc., NEC Corporation, Nippon Telephone and Telegraph,
Nokia Siemens Networks B.V., Nortel Networks Limited, NTT DoCoMo, Inc. and Vodafone Group Plc.

Catapult was incorporated in California in October 1985 and reincorporated in Nevada in 1998. We completed
our initial public offering in 1999 and acquired the Network Diagnostics Business (“NDB”) from Tekelec in 2002.
We have operations in the United States, Canada, Ireland, the United Kingdom, Germany, France, Finland, Sweden,
Japan, China, Australia, the Philippines and India.

We are subject to the informational requirements of the Securities Exchange Act of 1934 (the “Exchange Act”)
and hence file periodic reports, proxy statements and other information with the Securities and Exchange
Commission (“the SEC”). Such reports, proxy statements and other information may be obtained by visiting
the Public Reference Room of the SEC at 100 F Street, N.E., Room 1580, Washington, DC 20549 or by calling the
SEC at 1-800-SEC-0330 or 202-551-8090. In addition, the SEC maintains an Internet site (http://www.sec.gov) that
contains reports, proxy and information statements and other information regarding issuers that file electronically.

Financial and other information can also be obtained at our web site, www.catapult.com, where we make
available, free of charge, copies of our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports
on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange
Act as soon as reasonably practicable after filing such material electronically or otherwise furnishing it to the SEC.
A glossary of some of the technical terms used in this report can be found at the end of this Item 1.

Our DCT and MGTS Products
We offer a single line of Linux software-based telecommunications test products operating on a common
hardware platform range. This product line consists of the DCT system, originally introduced in 1985 and since

extensively enhanced, and the MGTS system, acquired with NDB in 2002.
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We maintain an extensive library of software modules that provide test support for a large number of industry
standard protocols and variants thereon. Our emphasis is on testing complex, high-level and emerging protocols,
including:

* Long-Term Evolution (LTE);

* WiMAX;

e IP Multimedia Subsystem (IMS);

e Third Generation Cellular (3G), including UMTS, cdma2000, and TD-SCDMA;
* General Packet Radio Service (GPRS);

* Global Systems for Mobile Communications (GSM);

* Code Division Multiple Access (CDMA);

e [P Telephony (Voice over IP or VoIP);

* Asynchronous Transfer Mode (ATM); and

* Signaling System #7 (SS7).

Our extensive technical know-how and proprietary software development tools enable us to implement test
support for new protocols and protocol variants rapidly in response to customer needs. With their extensive libraries
of software protocol test modules, large selection of proprietary hardware physical interfaces and versatile range of
hardware platforms, our products are easily configured to support a wide variety of digital testing functions, thereby
reducing a customer’s need for multiple test systems. In addition, the systems’ multi-protocol, multi-user
capabilities allow multiple complex testing operations to be performed simultaneously, helping our customers
to accelerate their product development cycles.

Our test system products consist of advanced proprietary software together with our proprietary hardware
interface and co-processor cards. When acquiring a system, customers typically license one or more software
modules and purchase hardware and ongoing software support. Customers may upgrade their systems by
purchasing additional software protocol test modules and additional hardware interfaces to meet future testing
needs. Prices for our systems vary widely depending upon the overall system configuration parameters, including
the number and type of software protocol modules and the number of physical interfaces required by the customer.
A system sale typically ranges in price from approximately $50,000 to over $250,000.

Applications
The principal applications of our test systems are:

Feature Verification. Our systems are used to perform feature verification by simulating one or more network
devices and testing a wide variety of possible scenarios to establish that the device under test handles all features
specified by the protocol. The user is able to initiate multiple simultaneous calls across one or many links, create
correct call scenarios, send messages out of sequence to verify error response mechanisms and verify a voice or data
path.

Conformance Testing. Our systems are used to verify that network devices conform to industry standards.
Because industry standards for protocols are constantly changing, we regularly develop new protocol test modules
and update existing protocol test modules so that customers can validate the implementation of new features and the
functionality of existing features against those standards.

Interoperability Testing. Our systems are used to simulate one or more network devices, emulating their
actions and responses. By simulating various network devices, such as digital switches, wireless base stations,
network access nodes and network databases, our products assist engineers with the cost-effective development of
equipment that will be compatible with other devices in the networks within which they will be deployed. This helps
ensure that network equipment will interoperate reliably, thereby reducing costly failures after installation.
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