A Letter to Our Shareholders

Dear Shareholders:

2007 proved to be an exceptional year for Polycom. We closed out the year having demonstrated
substantial growth in revenue, profitability and operating cash flow, and established a solid Net Revenues $929.9
foundation to drive growth long term. Highlights of our 2007 financial performance include: ($ millions) ‘

= Record revenues of $929.9 million, representing annual growth of 36% (20% excluding 66824

Our record-setting performance in 2007 underscores our unique value proposition to
customers and the strong underlying market demand for enterprise-wide collaboration
solutions.

the Spectralink acquisition); S
= Record revenue run-rate of over $1 billion during the fourth quarter of 2007, $5403
= Record Non-GAAP net income of $128.9 million, representing annual growth of 31%; and $420.4
= Record operating cash flow of $149.5 million. I
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Unique Value Proposition

Our success and leadership in the industry is predicated on our customer-centric strategy. It shapes our product development initiatives,
defines our go-to-market strategy, and differentiates us from the competition. We offer our customers a truly unique portfolio comprised
of an innovative suite of best-in-breed collaboration solutions, a compelling delivery model through our strategic and reseller partnerships,
and an unmatched services platform. In turn, we enable our customers to collaborate at a distance — in meeting rooms, at their desks, and
while mobile. Recognizing that a compelling value proposition is only half the battle, we made excellent progress throughout the year in
strengthening our strategic partnerships and global channel partner network, while investing in our direct-touch sales force. With this
improved go-to-market strategy, we are positioned to leverage the global need for collaboration solutions and deliver our unique value
proposition to more customers around the world.

Market Dynamics
Several drivers have converged simultaneously to create unprecedented demand for Unified Collaboration Solutions.

Globalization of the Enterprise

Globalization of the enterprise is a paradigm shift in business affecting the entire industrialized world and an increasing share of emerging
markets. Companies are expanding rapidly across geographies, and workforces are increasingly becoming more mobile. Whether it is
distant design centers, sales channels, manufacturing operations, business process outsourcing, or the geographic dispersion of educational
or government activities, workforces are increasingly turning to our solutions to collaborate effectively, on-demand, and from any location.

Proliferation of Clean Technology

The public is demanding that companies reduce carbon emissions through the adoption of clean technologies and processes. In many
countries, government mandates are requiring companies to reduce carbon footprints. An increasing number of companies are adopting
our solutions as an effective method of complying with these mandates and meeting internal green initiatives.

Travel and Transportation Cost Controls

With the cost of travel and transportation increasing dramatically over the last year, companies around the world are seeking ways to
significantly reduce travel spending and other related costs. Further, with an uncertain macroeconomic environment, companies have begun
to implement corporate wide cost control initiatives. By adopting our video, voice, and content solutions, companies can significantly reduce
unnecessary travel costs on Day 1 of implementation.

The ability to improve productivity, drive higher efficiencies, and reduce unnecessary costs across the enterprise is at the heart of these
global market dynamics. For these reasons, IP-based collaboration technology is once again a top-10 CIO budget priority for the third year
in a row'. Increasingly, CIOs and other operating executives are tapping into our powerful platform to enable improved top and bottom
line performance.

Key Polycom Milestones

Over the last year, we reached several important milestones and achievements. We made significant advances in our strategic and channel
partnerships, our sales force and our collaboration solutions, and successfully completed a very important strategic acquisition in SpectralLink.
While the true test of our product leadership is determined by our valued customers, we were pleased to be recognized as a leader in the
collaboration space by several industry analysts.

WG POLYCOM



Strategic Partnerships

Strategic partnerships are a key element of our go-to-market strategy. With collaboration technology as a core platform for customer
networks, our standards-based integration with virtually all of the major call management and presence based unified communications

and service provider partners enables us to deliver a seamless solution in any network environment. For example, we announced a new
partnership with Microsoft in the fourth quarter, providing integrated VolP handsets with their Office Communications Server 2007 offering.
We also expanded our relationship with Nortel by adding our HD video and telepresence solutions to their existing offerings. In addition,
our partners AT&T, BT Conferencing, Cisco, Easynet, Telstra, and Verizon launched new video managed services based on our leading
solution suite. Of course, our partnerships with Alcatel-Lucent, Avaya, IBM, and many others are continuing to thrive as we together provide
an integrated collaboration solution.

Direct-Touch Sales Force and Channel Network

We added almost 250 sales people during 2007, focusing our investment in the fastest growing geographies and vertical markets. In concert
with these additions, we stratified our sales force into core competencies, comprised of global accounts, large regional enterprises and
emerging companies. We believe early returns are already visible in Europe and Asia, where we first implemented these enhancements to
our sales force model.

High Definition (HD) and Telepresence

We launched a complete product line of award-winning telepresence and HD video conferencing systems during the year, providing our
customers with a quantum leap in video, voice, and content quality. Our RPX™ and TPX™ telepresence systems offer the most immersive
and flexible telepresence capability in the world today, addressing the unique demands of the C-suite. In addition, our flagship HDX 9000™
system was rated as the best HD video product in the market by respected authority Wainhouse Research?. In the fourth quarter of 2007, we
expanded this product line to include the HDX 8000™ group video system and the HDX 4000™ product for executive desktops. Unique to
Polycom, HD does not stop with video. With Polycom, our customers experience a collaboration platform that goes beyond HD video to
provide Polycom HD Voice™ and HD content—enabling an end-to-end HD customer experience that is essentially better than in person
since it provides all the benefits of face to face without the time or cost of travel.

SpectraLink Acquisition

In the first quarter of 2007, we acquired Spectralink, a leading wireless over LAN handset provider. This strategic acquisition enables us to
provide our customers and partners with a fully integrated solution for mobile individuals in all work environments. With this core platform,
we now have the ability to extend our video and content sharing capabilities and our hands-free voice communications to a variety of mobile
worker applications.

Industry Recognition

Over the last year, several media and market research organizations recognized our leadership in providing best-of-breed products
and solutions:

= TMC Internet Telephony Magazine 10th Annual Product of the Year Awards—HDX 8000 and CX Series

= VON Magazine Innovators Award—SoundPoint® IP 550

InfoWorld 2008 Technology of the Year Award—SoundStation® IP 4000 and SoundPoint IP 650

iF 2008 Product Design Award—KIRK® 5020 wireless handset

= VolP News Top 20 VolIP Influencers for 2007

Looking Forward

As we enter 2008, we do so from a position of strength and with market demand at unprecedented levels. We lead the industry with a
complete, best-of-breed HD product suite, delivering to our customers an unparalleled experience in unified collaboration. With the
globalization of the enterprise, green mandates in many countries, and travel costs increasing sharply, the need for collaboration technology
has never been so clear.

In answer to this significant opportunity in 2008, Polycom will continue to work closely with our strategic partners and channel network to
deliver integrated solutions that solve our customers’ need to collaborate effectively, regardless of location or industry-specific application.
Also, as a key element of our customer-centric strategy, we will continue to increase our sales coverage in high growth geographies and
vertical markets. 2008 marks an exciting period for Polycom where market drivers and technology enablers have converged to create the
opportunity for us to build a much larger company as we answer our customers’ demand for unified collaboration solutions.

We look forward to delivering superior returns to our shareholders over the coming quarters and years. On behalf of the Board of Directors,
executive staff, and all the valued employees at Polycom, we thank you for your continued interest and support.

Robert C. Hagerty
Chairman of the Board, CEO, and President
Polycom, Inc.

" Gartner: “2008 Gartner Executive Programs CIO Survey: Member Release,” Mark P. McDonald, Tina Nunno and Dave Aron, January 2008
?Wainhouse Research: “HD Videoconferencing: Three Leading Contenders Face Off,” October 2007

©
Recycled oo /
Supporting responsible use
of forest resources

FSC www.fsc.org Cert no. SCS-COC-00648
© 1996 Forest Stewardship Council

OYINK|




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


