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MORE REVOLUTIONS
PER MINUTE

Every so often, you find yourself approaching a major interchange, one where practically every major highway,

byway, parkway and throughway comes together at a single mammoth, bustling junction. Think Times Square at

midnight, Trafalgar Square at noon or Tokyo’s Shinjuku at just about any time. In those moments, your pulse

quickens. Your eyes widen. Your hands grip the wheel a little tighter. It’s the sensation of being smack in the 

middle of everything that’s happening. And it’s exhilarating. 

That’s how it feels to be in the conferencing and collaboration space today, where Polycom, with its pace-setting

advances in converged communications technology, is proud to stand among the true road-rulers. 

You may know the current communications landscape like the back of your hand, or you may be relatively new to

our area. Either way, we’ve got plenty of terrain to cover.

So hop in. Let’s take a ride.

 



Sure, productivity is the engine that drives economic growth. Today, enterprises of every conceivable size

and type — from manufacturing concerns to service industries, from technology start-ups to packaged-

goods giants — understand that productivity gains are essential to achieving their overarching missions

and improving profitability. But productivity drives accomplishments in other areas as well, in pursuits as

diverse as health care, scholarly research and classroom teaching, government and social services. Not 

all gains are measured precisely in euros, dollars or yen, but some have implications that are just as critical

to humankind’s progress. 

GROWTH ENGINES
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n Enormous opportunity in conference rooms. In addition to the fast-growing 

desktop market, there continues to be extraordinary potential in the conference-room

segment. According to Wainhouse Research, only approximately 5 percent of the 

millions of enterprise conference rooms worldwide are video-enabled.4 That’s a

yawning gap Polycom is better-equipped to fill than anyone else.

n The devotion to standards. The watchword in our world these days is “standards,”

particularly SIP, or Session Initiation Protocol, which enables users to more easily

contact one another and establish rich-media converged communications sessions

comprising voice, video and/or data within an IP network environment. More and

more, CIOs are insisting that solutions be standards-based, and Polycom is already 

a leader in SIP-based technology, thanks to its multiple-award-winning SoundPoint®

desktop IP phones. This Polycom SIP platform will ultimately span our entire product

line, from voice handsets, to desktop video, to room solutions, to the network core.

n Working without wires. As any text-messaging 12-year-old with a camera phone

can tell you, wireless is hot. A whole new generation of young professionals sees

communication as an inherently mobile, multimedia and instantaneous experience.

Soon, the rest of the world will, too. That’s why Polycom is working hand-in-hand

with wireless service providers to deliver one button group calling by a buddy list or

the push of a button on a mobile phone. We’re also working with partners to deliver

real-time video communications over 3G and subsequent generation broadband

wireless networks. As next-generation wireless capabilities permit further advances,

Polycom will be in a formidable position to help unleash the full potential of “anytime,

anywhere, any way you want” media-rich communications.

All of these factors, of course, spell opportunity for Polycom. As the market leader 

in group and desktop video, conference phones and collaboration network systems,

we’re enabling people to connect wherever they are, and however they choose.

Let’s pop the hood and take a closer look 
at how Polycom is engineered to succeed.

1 Projection compiled from external sources: Frost & Sullivan – Analysis of Enterprise Videoconferencing Client Systems Market, 2003; World Web 

Conferencing, (Premise and Reseller Service Provider), 2003; Videoconferencing Infrastructure Systems, 2003; World Audio Conferencing Bridge 

Markets, 2003; Tabletop & Installed Audio Conferencing Systems, 2003; and Wainhouse Research – Rich Media Conferencing Vol. 2, 2003.
2 Source: Frost and Sullivan, “Strategic Analysis of the Enterprise Videoconferencing Client Systems Market (World),” Dec. 2003, pg. 26.
3 Source: Gartner, George Shiffler III, Principal Analyst, 2004.
4 Source: A. Davis, Wainhouse Research, 2004.

The universal quest to boost productivity is what drives Polycom’s business.

Communication technology stimulates productivity by allowing people to work and

learn more efficiently. When knowledge-workers freely share ideas, insights and 

information, when their physical location doesn’t stand in the way of getting the job

done, productivity naturally trends upward. 

That’s why today’s organizations don’t see collaborative communications technology

as a luxury, or as just another line-item: They see it as inseparable from what they

do, and who they are. Collaborative communications has become mission critical.

Not surprisingly, that perspective accounts for the fact that total worldwide spending

on conferencing and collaboration products is projected to reach $4 billion per

year by 2008.1 Among the most notable macro-trends contributing to that figure:

n The explosion of VoIP. Overall, migration from traditional circuit-switched 

networks to more cost-effective, more readily managed IP networks is no longer 

an option — it’s an imperative for modern

organizations of all sizes. Both the world-

wide hosted IP market and the global 

IP PBX market are growing rapidly, and

according to Frost and Sullivan, “End users

are now ready to adopt IP networks that

can provide a more reliable and robust

videoconferencing experience … in hopes

of achieving lower network costs, greater

flexibility and better performance.”2

n The race to desktop video. According to Gartner, there are an estimated 340 mil-

lion workplace desktops installed around the globe3, each manned by a knowledge

worker with a need to communicate more effectively with co-workers, clients, suppliers

and other audiences. Technology decision-makers understand that converged 

desktop video can facilitate those interactions. Today, Polycom’s desktop solution —

our ViaVideo® II desktop conferencing system and WebOfficeTM portal — are becoming

a common sight in employee workspaces. Our new executive desktop video product,

the VSX 3000TM, provides an integrated personal video solution that provides unmatched

capability for executive-level customers around the world.

Collaborative

communications

has become 

mission critical.



With Polycom unified collaborative conferencing, powerful transmissions are standard equipment. 

So relax. Ease your seat back. Fire up the desktop PC. Round up the contacts you need from that

buddy list on your Polycom WebOffice portal, fire off a couple of invites with a few point and clicks,

and bring everybody together in a flash.

POWERFUL 
TRANSMISSIONS
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it would make its leading People+ContentTM video conferencing technology, which

permits simultaneous sending and receiving of live video and high-resolution meeting

content, freely available to the industry for interoperability support. 

n Encryption: airbags, safety belts and tinted windows for the information age

Polycom has been well ahead of the curve when it comes to supporting both embedded

(NIST validated) AES and external Type 1 Federal Government encryption technologies

in our products. That leadership is enhancing our standing as a preferred conferencing

venfor to a growing number of commercial enterprises, public agencies and allied

nations for whom security, sensitivity and confidentiality are paramount.

In 2003, Polycom made available a simple software download designed to bring 

the company’s iPowerTM, VS 4000, and ViewStation® FX and EX video conferencing

systems into full compliance with AES encryption standards. In fact, every such unit

ever shipped is upgradeable to AES with a simple software download—offering an

unparalleled investment protection to our customers. Importantly, the newly introduced

VSX 7000TM line has been AES-compliant from its inception.

Meanwhile, Polycom has teamed with The Titan Corporation’s Information Security

Systems Division to offer the first off-the-shelf conferencing systems that meet highly

exacting U.S. Government Type 1 encryption requirements. The aim is to offer nothing

short of the most impervious video technology on the market.

n Rock-solid frames: complete network architecture that goes with the flow

Polycom has always prided itself on its ability to deliver the wholly reliable and 

flexible end-to-end network architecture our customers require, and the company’s

acquisition of Colorado-based Voyant Technologies, completed in January 2004,

effectively demonstrated our quest to ensure our network offerings incorporate the

finest voice capabilities available anywhere. Voyant’s leading voice conferencing 

network systems fit neatly into the Polycom converged communications framework

and our growing relationships with the most important communications service

providers around the globe.

If the team’s seated at their video-equipped workstations, great. Otherwise, some

individuals or groups can be roped in via a phone call, or participate through an

instant-messaging session, e-mail or document-sharing. If some of you happen to be

hunkered down together in a conference room, no problem — Polycom technology

flexes to incorporate both desktop and room systems for a seamless collaboration

experience. Whether you’re across the hall, in transit, across town or across an

ocean, you’re completely connected in the blink of an eye. No arduous planning. 

No complex logistics. No time wasted. 

This is on-the-fly, rich-media conferencing and collaboration as it should be:

simple enough to control intuitively, flexible enough to account for multiple users’

needs, effective enough to dramatically improve productivity. Polycom brings the

same expertise to the desktop that’s

made us a fixture in conference rooms,

executive suites, classrooms, court-

rooms, medical centers and government

offices all around the globe. And that’s

good news for everyone with eyes, ears

and a job to do. Here are some of the

keys to Polycom’s successful and 

innovative vehicle line-up:

n Engineering excellence 

With more than 300 issued domestic

and international patents to their credit,

Polycom engineers know a thing or two

about innovation. That’s how our voice

and video endpoints produce seamless

images and clear, crisp audio that lend

real presence to meetings of all sorts

and sizes.

n Sharing the road: our commitment to open standards

Proprietary standards that force people to take sides are inconsistent with Polycom’s

vision of a more connected world where freedom of choice and interoperability are

the governing rules of the road. So in the spring of 2003, the company announced 

With more than 

300 issued domestic

and international

patents to their

credit, Polycom

engineers know 

a thing or two

about innovation.



What accounts for the forecasted acceleration in demand for simple-to-use conferencing

and collaboration technology? Start with the innumerable enterprises, government agencies,

universities and hospitals that today must keep geographically dispersed work forces —

including mobile professionals — fully connected in order to drive productivity. Factor in

the complications and costs inherent in connecting with the extended enterprise of cus-

tomer and supplier, then consider the vast volume of communication-intensive homeland

security functions that are now part of everyday life around the world. In an era defined

by the twin imperatives of real-time decision-making and strong return-on-investment, 

it’s clear that a kind of “rush hour” is upon us.

ALL THE 
RIGHT TURNS
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n the strengthening of existing strategic partnerships, and the development 

of new ones. A significant extension of our long-time alliance with Avaya will 

yield a new generation of video communications products that make initiating 

and conducting a video call as simple as making a phone call. At the same 

time, we continue our strategic partnerships with Alcatel, Cisco, Nortel, 

Siemens, and 3Com.

In the process, Polycom created real value for shareholders. By year’s end, we

were posting strong quarterly year-over-year revenue and profit growth, as well

as record gross margins, our 23rd consecutive quarter of positive operating cash

flow, and a balance sheet with real curb appeal. What’s more, major new-client

wins in every one of our vertical markets and significant new commitments from

existing customers signaled robust demand for products in every category.

With The Polycom OfficeTM, a completely integrated communications environment

featuring best-in-class voice and video endpoints, end-to-end conferencing

architecture capable of linking users across all network types, and the software,

service, management tools, and experience to tie it all together, it might appear

that we’ve already gone as far as anyone can go. 

But the truth is, 
we’re just pulling out of the driveway. 

Fortunately, the worldwide infrastructure necessary to support all that traffic has

undergone significant roadwork. In the past few years, the prevalence of both

wired and wireless converged IP networks has ushered in a whole new era in

global communication, one in which individuals and groups can conduct high-

quality voice and video conferencing sessions in any setting while collectively

creating, sharing or editing data in real time. Meanwhile, other major roadblocks

that once slowed the pace of adoption have also been paved over: Bandwidth to

the desktop is far more readily available than it was just a few short years ago,

while costs associated with owning and maintaining sophisticated conferencing

equipment have dropped significantly. What’s more, the equipment itself has

become easier to deploy, easier to manage and a snap to use. 

Against this backdrop, Polycom has reinforced its position as the international

leader in converged collaboration and conferencing through a series of sweeping

initiatives, including:

n recent product-line unveilings and technology innovations across all product 

categories; 

n the addition of a high-touch sales force to foster a trusted advisor relationship

with customer enterprises, both commercial and public;

n the completion of a comprehensive sales-channel realignment to optimize 

the value-add of our channel partners to gain maximum benefit from 

Polycom’s unique end-to-end solution;

n new senior management in the sales and video divisions to take Polycom to 

the next level in this rapidly-evolving IP-based communication space;

n the acquisition of Voyant, whose leading voice-network backbone will bolster 

our already commanding network systems capabilities, solidify our relationship

with leading communications service  providers and enhance our market-

leadership position in converged communications; and
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THE NEW MODEL
SHOWROOM

A SAMPLING OF RECENT PRODUCT INTRODUCTIONS WITH THAT NEW-CAR SMELL

n VSX 3000TM: The Polycom VSX 3000 is a stylish, compact

personal video system that provides stellar video and

audio quality. With a fully integrated LCD screen, the

Polycom VSX 3000 is the perfect video conferencing

solution for executive offices, small conference rooms

and remote offices. The Polycom VSX 3000 also can act

as a PC display, which saves valuable desktop real estate.

n SOUNDPOINT® IP 600: SIP on this: an award-winning,

standards-based Voice over IP telephone that delivers

both traditional handset capabilities and new, converged

applications to the business desktop.

n VTX 1000TM: The world’s first wideband conference

phone is a marvel: unprecedented fidelity and a level 

of microphone sensitivity that enables users to speak in

a normal tone of voice and still be heard … even from

20 feet away.

n POLYCOM CONVENETM: The first carrier-grade 

unified voice, video and web conferencing solution 

for service providers delivers the full spectrum of 

unified conferencing and collaboration services across

multiple networks.

AWARDS

n VSX 7000TM: With TV-like video and near CD-quality 

audio, the VSX 7000 represents a new price/performance

milestone, which explains why this line is Polycom’s

fastest-selling since the original Polycom ViewStation

appeared in 1998.

n SOUNDSTATION 2WTM: Wireless conferencing leaps

from the drawing board to the board room and beyond.

Based on highly reliable 2.4 GHz wireless technology,

the SoundStation 2W delivers extraordinary sound and

voice encryption from any standard phone line.

n MGC-25TM: The ultimate plug-and-play multi-network 

conferencing system is configurable as a full-featured 

voice conferencing bridge, video conferencing bridge,

gateway or unified conferencing bridge with integrated 

web conferencing. 

n MOBILEMEETINGTM: A full-duplex instant group-

calling solution for the wireless market. MobileMeeting

enables mobile phone and data device users to instantly

launch group calls and connect with users from any 

network, location or handset simply by selecting from 

a “buddy list.”

Polycom: VSX 7000TM: MGC-25TM: SoundPoint® IP 600: VTX 1000TM:



GAINING TRACTION
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From elite global corporations to august universities, from premier health-care institutions to 

government agencies charged with serving, protecting and defending hundreds of millions of 

people and millions of square miles: Polycom’s clients are true Kings of the Road. Together, 

we’re taking real-time conferencing and collaboration to all drivers, in any profession. So forgive

us if we drop a smattering of names with a view to demonstrating why clients choose us, and 

how they use us, to cover more ground in a fast-paced world.



coordinate planning efforts and fulfill their common public-safety mandate. To that
end, the offices of the 54 National Guard Adjutants General will rely on Polycom’s
ViewStation® EX and VS4000 group video communications systems for both secure
and non-secure modes of video conferencing. Polycom technology will help ensure
that the Adjutants General can link to video networks serving the governor’s offices
in each state and the Department of Homeland Security. 

n Enrichment … via video. California’s Imperial County is a vast expanse of remote
desert terrain with a population of only 146,000 people; its 17 school districts and 59
schools serve 36,000 students. Thanks to a Technology Innovation Challenge Grant
designed to improve the delivery of educational services throughout the county, the
Imperial County Office of Education was able to tap Polycom’s ViewStation FX video
conferencing systems and ViaVideo IP desktop video appliances to expand foreign-
language offerings, cultural opportunities and advanced community college course
options for students. The wired district has also used its video capabilities to save on
administrators’ travel costs and offer creative workshops and seminars for teachers.

n Access to excellence. Cooperating School Districts of Greater St. Louis is a 
nonprofit consortium providing a host of vitally important services to 61 public school
districts in the St. Louis (CSD) metropolitan area. The group uses Polycom ViewStation
video conferencing systems and MGCTM multipoint control units to enrich the learning
experience by connecting students with peers and outside lecturers in other parts of
the state … and other parts of the world. 

CSD recently brought hundreds of high school students together via video for “Crucial
Conversations: A Dialog on Race and Race Relations.” The group also facilitated a
global video conference on the topic of terrorism, an experience that permitted high
school students in Missouri to share thoughts and experiences with their classroom
counterparts in Israel.

n A pipeline for international cooperation and tolerance. Global Nomads Group
(GNG) is a non-profit organization dedicated to fostering cross-cultural dialogue, 
tolerance and understanding among the world’s youth. Using Polycom VSX 7000 
and ViewStation FX video conferencing systems, the group moderates conferences
between K-12 classes in different countries, organizes virtual lectures and conducts
remote broadcasts from the world’s historical and cultural sites.

Since its inception five years ago, GNG has connected thousands of young people 
in more than 25 countries and hundreds of thousands more through the webcasts it
offers with every cultural exchange.

Clearly, whatever the specific nature of their activities, organizations from New York
to New Delhi continue to look to Polycom for conferencing technology that pairs
superior performance with ease of installation, use and management. For Polycom,
that confidence is a powerful motivator to continue turning out all-utility communica-
tions vehicles that put pure power — and more than a little style — in the hands of
our customers.

n Covering the spread. With 46,000 employees and operations spanning more than
180 countries, multinational science and technology giant Dow is the very definition
of the extended global enterprise. But thanks to Polycom conferencing technology —
specifically, Dow’s roughly 500 Polycom iPowerTM video collaboration systems and 
17 MGCTM multipoint control units — the company has succeeded in making its
world, and its travel budgets, a whole lot smaller, and significantly more manageable.

Last year at Dow, video technology connected business units spread out over several
continents — a purchasing staff with a need to collaborate with peers stationed at
more than 32 different sites around the globe, for instance. The results: faster decision-
making, increased productivity, and improved work-life balance for employees.

n Getting the checks in the mail. About 29 million workers look forward to receiving
their paychecks from ADP, the international payroll and consulting powerhouse. ADP
itself, meanwhile, has been looking forward for more than a dozen years, which is
when the company first adopted videoconferencing with a view to reducing travel
time and related expenses without sacrificing face-to-face interaction between
employees located all over the world.

These days, ADP employees typically log more than 1,200 hours of video conferencing
each month, connecting via 120 Polycom iPowerTM 900 and 9000 PC-based video
collaboration systems. 

n Saving Grace. Construction materials giant W.R. Grace employs more than 6,000
people in nearly 40 countries, with manufacturing and sales operations in every corner
of the globe and research and technical-support facilities located in North America,
Europe, Asia Pacific and Latin America. 

Thanks to 40 Polycom ViewStation conferencing systems deployed worldwide, 
all centrally managed with Global Management System management software,
WebCommanderTM and Polycom’s PathNavigatorTM advanced gatekeeper, the 
company saved more than $1 million in travel costs in less than 12 months.

n Bringing the power of video to bear worldwide. Before it took full advantage of the
power of video conferencing, Bear Stearns, a leading global investment bank, securities
trader and brokerage firm, was finding the challenge of keeping more than 10,000
employees spread over 21 worldwide offices fully connected to be, well, a bit of a bear.

Today, through the use of 20 Polycom iPowerTM video collaboration systems linked
through a Polycom MGC-100 multipoint control unit, Bear Stearns employees are
able to keep in close touch both with one another and with external partners and clients.
The company’s future plans include a closer look at desktop video conferencing for
possible deployment in countries where bandwidth is an issue.

n In touch and on Guard ... for the sake of homeland security. In this era of height-
ened international vigilance, agencies and officials charged with critical homeland-
security missions require the ability to stay in constant contact to share intelligence,
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MAKING TRACKS
WORLDWIDE



FINANCIAL HIGHLIGHTS

(dollars in millions) 2003 2002 2001 2000 1999

Operating Data:

Net revenues $  420.4 $  452.1 $ 366.8 $ 343.6 $ 219.4

Gross profit 254.8 264.6 221.6 201.4 123.8

Pro forma income from continuing operations 40.6 55.3 61.2 57.8 32.7

Net income (loss) 22.8 26.8 (27.7) 37.5 29.7

Balance Sheet Data:

Cash and investments $  596.3 $ 513.0 $ 218.9 $ 295.3 $  81.6

Working capital 190.3 202.9 201.6 326.0 97.0

Total assets 1,103.8 1,076.9 821.2 503.7 185.2

Stockholders’ equity 929.3 903.7 644.0 422.8 100.8

Operating cash flow 100.8 81.5 76.7 38.1 38.1

Reconciliation of GAAP Net Income (Loss) to Pro Forma Income from Continuing Operations:

Net income (loss) $    22.8 $    26.8 $ (27.7) $  37.5 $  29.7

Acquisition-related costs                              0.4 3.7 24.1 4.8 1.7

Purchased in-process research
and development                                         – 0.9 52.6 – –

Amortization of purchased intangibles 17.6 17.1 3.9 – –

Amortization of goodwill – – 2.1 – –

Restructure costs 5.0 1.7 – – –

Grant repayment – – – 5.9 –

Litigation settlement – (0.3) – 6.5 –

Litigation reserve release – – – (1.8) –

Loss on strategic investments 0.7 7.5 3.2 5.9 –

Combined income tax effect of
pro forma adjustments (6.1) (8.1) (6.4) (2.1) (0.6)

Loss from discontinued operations, net of taxes* 0.7 6.0 9.4 1.1 1.9

Gain from sale of discontinued operations, 
net of taxes* (0.5) – – – –

Pro forma income 
from continuing operations $    40.6 $    55.3 $  61.2 $  57.8 $  32.7

* In January 2003, the Company sold its network access product line to Verilink Corporation. The results of
operations of our network access product line have been classified as discontinued operations, and prior
periods have been reclassified to conform to current year presentation.

Polycom’s vast customer base spans the globe, which means we’re covering a 

fair bit of ground ourselves each and every day.  

Our international network of sales and support offices gives us a strong presence in

major urban centers on five continents, while our manufacturing and logistics facilities

are strategically located in Silicon Valley, Atlanta, Bangkok, Amsterdam, Hong Kong

and Tel Aviv. 

The company’s research and development arms, meanwhile, are based in Silicon

Valley; Austin, Texas; Andover, Mass.; Westminster, Colorado; Vancouver, Tel Aviv

and Bangkok.

Polycom has established partnerships with leading communications and technology

firms to assist us in developing, marketing, distributing and manufacturing our products.

For example, we have agreements with Alcatel, Cisco Systems and 3Com to develop

and market voice-over-IP, or VoIP, communications products and have formed other

strategic relationships with leading companies such as Avaya and Nortel Networks.

We sell our products through a broad network of channel partners, including leading

communications service providers, value-added resellers, distributors and retailers.

We manufacture our products through a low-cost, outsourced model optimized for

quality, reliability and fulfillment agility. 

GLOBAL APPROACH – 2003 SALES BY REGION (in millions)

North America - $228.4

Europe, Middle East & Africa - $84.4

Asia Pacific - $98.4

Latin America - $9.2

Total - $420.4
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n Our customer asset. Throughout the world, Polycom continues to build on

our customer asset. With our new, high-touch approach, we are capturing a 

significant share of the demand for collaboration solutions. This customer network

spans the leading organizations in pharmaceuticals, automotive, consumer goods,

financial services, entertainment and virtually every other major commercial

industry. This includes enterprises such as Bristol Myers Squibb, General 

Electric, Gillette, General Dynamics, Merck, Pfizer, Peugeot, British Petroleum,

China National Bank, Unilever and M&M Mars, just to name a few. In the public

sector, we added the World Health Organization, NATO, the U.S. Department of

Justice, National Defense Ministry of Canada and many others.

The Voyant Technologies acquisition also ranked among the year’s top highlights

and is poised to become one of the important drivers for 2004. Voyant’s offering

has significant strategic value to Polycom. As the leading provider of voice 

collaboration infrastructure, the Voyant product line puts Polycom into the 

position of being able to offer the leading service providers of the world a 

complete network offering to enable their video and voice collaboration services.

This differentiates Polycom from any other solutions provider in our industry.

Also, with the rapid emergence of hosted voice over IP services, this addition

increases our strategic value to these service provider partners with our unique

capability of providing all of the collaboration infrastructure and voice, video, 

and web tools that they need to provide a complete solution to their customers.

Voyant presents Polycom with the potential to cement our relationships with the

leading service providers around the globe and become an important strategic

partner from the network core to the edge.

The rapid adoption of voice over IP and the drive for convergence by CIOs

everywhere is a catalyst for our continued strategic partnering activities with

some of the largest communications equipment companies in the world. For

instance, late in 2003 we announced the expansion of our relationship with

Avaya. Together, our two companies will realize the full promise of converged

communications by jointly developing desktop and group conferencing systems

that make real-time, rich-media communications as easy to initiate, and as easy

to conduct, as a standard telephone call. In fact, it becomes the phone call. In

addition to our exciting co-development with Avaya, we continue to build on our

relationships with Cisco in the voice over IP arena and Nortel, Siemens, and

many others as we work together to integrate IP-based call management to

deliver voice, video and web collaboration solutions that customers worldwide

now demand. 

It nets down to this: During a year that started with challenging economic times,

we took decisive actions and continued to improve our balance sheet every step

of the way. As a result, we’re strategically positioned to thrive in a world where

we believe political and social circumstances, communications infrastructure,

economic realities and technological advancements are all aligned to favor our

customers and employees, and increase shareholder value. 

Robert C. Hagerty
Chairman and CEO

LETTER TO
SHAREHOLDERS
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Dear Shareholders:

Although the year 2003 began with a tough macroeconomic backdrop and with

Polycom in the midst of taking several key actions to improve our execution, 

by year’s end, we were achieving new milestones in the conferencing and 

collaboration space while posting quarterly revenue and profit gains.

It was, in the end, a remarkable 12 months that saw us cementing our stature as

the international conferencing communication technology leader and readying

ourselves to take full advantage of the potential for:

n the rapidly-growing Voice over IP space, both at the enterprise and into 

small-to-medium sized businesses through hosted VoIP from leading 

communications service providers;

n convergence of voice, video and data communications on hundreds of 

millions of desktops and in tens of millions of meeting rooms; and

n network infrastructure to enable this vast opportunity in wired and wireless 

IP-based communications, delivering the most robust end-to-end converged

collaboration and conferencing solution in the industry.

Net revenues in 2003 were $420 million, down slightly from $452 million in 2002.

Beginning in the second quarter, however, revenues grew sequentially, and by

the third quarter, revenues returned to growth on a year-over-year basis as well.

This improving revenue profile throughout the year generated a record 62.8%

gross margin by the fourth quarter. Operating margins also increased sequentially

each quarter of 2003, yielding year-over-year profit growth in the second half.

Coupled with the improving revenue and profit metrics through the year,

Polycom’s execution improvements resulted in additional records in 2003. First,

enabled by the new sales model, we achieved record revenue linearity. Driven 

by the linearity improvements and optimizations throughout our ship-to-cash

processes, we continued to see steady decreases in days sales outstanding

(DSO) to a record 33 days by year’s end. With this linear flow, we also experi-

enced increases in sales backlog to a record $23 million exiting the year. We

also achieved record inventory turns of over 7 in the second half. In fact, all of

these improvements built upon the strong balance sheet with which we entered

the year. With our profits and these other records, Polycom has now generated

positive operating cash flow for 23 consecutive quarters, yielding a record 

$101 million of positive operating cash flow for 2003.

Some of the fundamental factors underlying the positive trends include:

n A successful sales overhaul. By moving to a high-touch approach, we’re

now building relationships directly with our end-user customers, while leveraging

a network of channel partners — value-added resellers, service providers and 

distributors — for fulfillment and other value-added functions. This winning 

combination is establishing closer ties with CIOs and other critical decision-

makers — an important step toward ensuring that Polycom remains the preferred

provider of converged communications solutions for enterprises around the globe. 

n An excellent reception for new products. In 2003, Polycom launched more

new products than during any other period in the company’s history. These

product innovations spanned all of Polycom’s product lines and included

advances in desktop video, a branch office platform for video network infra-

structure, the world’s first wideband conference phone, and award-winning new

SIP-based handsets. In group video, our entry-level VSX 7000 video product

line, launched in October, was an immediate success. Indeed, sales volumes in

the quarter of launch were Polycom’s strongest since the debut of the company’s

first ViewStation product in 1998. Our new-product engine is revving and ready

for a prolific level of launch activity again in 2004.

n A healthier climate for capital spending. Capital spending improved materially

in the second half of 2003 as the economy turned a corner and organizations

worldwide ramped up spending on collaboration technology, acknowledging its

power to improve efficiency and deliver superior productivity and agility.

n The public sector. Recognizing the need for collaboration and conferencing 

in defense, intelligence and civilian agencies, Polycom significantly increased

investments in this arena during 2003. This included the addition of a Vice President

of U.S. Federal Sales from a Global 500 company by the latter part of the year—

chartered with building our presence and capturing the significant budgets for

rich media communications over the rapidly evolving IP-based network. We 

also continued to make gains in federal governments throughout the world and

in state and local governments and institutions. Everything from medical care 

to education to justice systems are experiencing the benefits of converged 

collaboration and Polycom’s unique end-to-end solution.
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NORTH AMERICA 

n USA
Worldwide Headquarters
Polycom, Inc.
4750 Willow Road
Pleasanton, CA 94588-2708
Tel: 925-924-6000 or
1-800 POLYCOM
Fax: 1-925-924-6100

Polycom, Inc.
1565 Barber Lane
Milpitas, CA  95035
Tel: 1-408-526-9000
Fax: 1-408-526-9100

Polycom, Inc.
9040 Roswell Road
Suite 450
Atlanta, GA 30350-1877
Tel: 1-770-641-4400
Fax: 1-770-641-4444

Polycom, Inc.
100 Minuteman
Andover, MA 01810
Tel: 1-978-292-5000
Fax: 1-978-292-3300

Polycom, Inc.
5000 Plaza on the Lake
Suite 100
Austin, TX 78746
Tel: 1-512-372-7000
Fax: 1-512-372-7001

n Canada
Polycom Canada, Ltd.
1000 W. 14th Street
North Vancouver, BC
V7P 3P3
Canada
Tel: 1-604-990-5415
Fax: 1-604-990-5475
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Fax: +44-1753-723-010
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Tel: +33-141-321-990
Fax: +33-141-321-998
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Tel: +49-811-9994-100
Fax: +49-811-9994-200
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P.O. Box 3654
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Tel: +972-3-925-1444
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P.O. Box 2024
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Fax: +31-23-230-2673
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Polycom (Norway) AS
C/O Advokatfirmaet Price Waterhouse 
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28002 Madrid
Spain
Tel: +34-91-7459973
Fax: +34-91-7459999

ASIA PACIFIC

n Hong Kong, S.A.R.
Asia Pacific Headquarters
Polycom Hong Kong Ltd.
1101 Mass Mutual Tower
38 Gloucester Road
Wanchai, Hong Kong, S.A.R.
Tel: +852-2861-3113
Fax: +852-2866-8028

n Australia
Polycom Global Pty Ltd
Level 6, 182 Blues Point Road
North Sydney, NSW 2060
Australia
Tel: +61-2-9978-8000
Fax: +61-2-9978-8008

n China
Polycom (Netherlands) B.V. Beijing Rep Office
Suite 1008 Beijing Fortune Tower
5 Dong San Huan North Road
Chaoyang District
Beijing 100004, China
Tel: +86-10-6590-8321
Fax: +86-10-6590-8368

Polycom (Netherlands) B.V. Shanghai Rep Office
Room 16 20/F Far East Int’l Plaza
299 Xian Xia Road
Shanghai 200051
People’s Republic of China
Tel: +86-21-5257-4042
Fax: +86-21-6235-0950

n Japan
Polycom K.K.
6F Kioicho Fukudaya
6-12 Kioi-Cho
Chiyoda, Tokyo
Japan
Tel: +81-3-5213-2501
Fax: +81-3-5213-2502

n Singapore
Polycom Solutions Pte Ltd
16 Raffles Quay
#40-02A Hong Leong Building
Singapore 048581
Tel: +65-6323-3882
Fax:+ 65-6323-3022

n Thailand
Polycom Global Ltd
Manufacturing
49/6 Leam Chabang Industrial Estate
Tungsukhla, Sriracha
Choburi 20230 Thailand

LATIN AMERICA

n Peru
Av. Victor A. Belaúnde, 
147 Via Principal 
140 Edificio Real Seis, Piso 6
San Isidro 27,
Lima Perú 
Tel: +51-1-211-2699
Fax: +51-1-368-1899

n Argentina
Chacabuco 460
Bernal 1876
Buenos Aires
Argentina
Tel: +54-11-4-259-7059
Fax: +54-11-4-259-7059

n Brazil
Ed. World Trade Center
Av. das Nações Unidas, 12551,
17 Andar-Sala 1718-Brooklin Novo
Sao Paulo, Brazil 04578-903
Brazil 
Tel: +55-11-3443-7482
Fax: +55-11-3443-7618

n Mexico
Torre Arcos (HQ)
Paseo de los Tamarindos # 400-A
5to piso Suite 21
Bosques de las Lomas
C.P. 05120 Mexico, D.F.
Tel: +525-55-261-4341
Fax: +525-55-261-4472
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