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Item 1. Business
Overview

Intervoice, Inc. (NASDAQ: INTV) is a leading provider of voice automation and data management solutions used
by enterprises and communication network operators to automate and personalize their customers access to
information and services. Our software solutions and professional services allow businesses to lower the cost of their
call center operations while enhancing their customers experience and building brand loyalty. Our solutions for
network operators, including next generation IP-based voice messaging, voice portal and payment systems, provide
operators with revenue generating services that meet growing consumer demands for personalization and innovation.
We provide our customers a clear return on investment (ROI) by combining the latest in information and
communication technologies with the power of the human voice to increase employee productivity, workplace
efficiency, corporate profitability, and customer satisfaction.

Intervoice operates as a single, integrated business unit that focuses on two primary markets the enterprise and
network markets. We offer these markets flexible, scalable integration platforms, a selection of customized and
packaged software applications, powerful development and reporting tools and comprehensive services and support.
We offer our solutions on either a straight sale/license basis or as a managed service. Our activities in both markets are
supported by shared resources in the sales, operational support, research and development and administrative areas.
Our corporate headquarters is in Dallas, Texas, and we have sales and/or customer service locations throughout the
world, including offices in Europe, the Middle East, South America and Singapore. We sell our products both directly
and through an established network of distributors, system integrators and channel partners. For the fiscal year ended
February 28, 2005, we reported revenues of approximately $183.3 million, including $100.5 million of solution sales,
$59.4 million of maintenance and related service revenues and $23.4 million of managed service revenues. Sales to
North American customers totaled $107.8 million or 59% of total sales for the year.

Intervoice was founded in 1983, and for two decades we have provided innovative answers to our clients business
automation needs. Intervoice is committed to delivering end-to-end solutions that are compliant with open standards
that are hardware independent and that integrate seamlessly with other systems, software and standards. We support
standards, including VoiceXML (Voice eXtensible Mark-up Language) and SALT (Speech Application Language
Tags) specifications for voice-enabled web applications, and J2EE and Microsoft s®.NET for enterprise software
architectures. We continuously assess evolving industry standards and are actively involved in industry associations
such as the VoiceXML Forum, the Internet Engineering Task Force and the SALT Forum, as well as network-focused
organizations such as the 3GPP and the GSM Association.

Intervoice also delivers unique value through the integration of industry standard hardware and software provided
by our numerous alliance partners. These strategic relationships are an integral part of our product strategy and allow
us to create voice automation solutions tailored to meet each customer s specific business needs. We have forged
alliances with leading technology companies, including Intel, HP, BEA, ScanSoft, and others. Through a strategic
alliance with Microsoft, we are making it faster, easier and more economical to build and deliver open,
standards-based enterprise telephony and multi-modal speech solutions based on SALT standards.

Products and Services

Intervoice is a leader in providing converged voice and data solutions and related services. We sell solutions that
allow you to access account data or order services from a company at a time you find convenient, using a
communication device you find convenient (e.g. phone, computer, PDA, etc.) and without the need to wait for an
available company representative. We also sell solutions that support the use of prepaid phone services and various
advanced phone messaging activities. When we use the term solutions sales in this Annual Report, we mean the sale
of hardware and/or software applications and the related professional
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services associated with designing, developing, integrating, and installing custom applications to perform these
functions. When we use the term recurring services , we mean the sale of maintenance and software upgrade offerings
and the provision of customized solutions to customers on a managed service basis.

Enterprise Solutions

Omvia Interactive Voice Response

Intervoice is a recognized market leader in the creation and deployment of Interactive Voice Response
(IVR) solutions for businesses. Our speech-enabled IVR solutions allow organizations of all kinds to automate their
communications, reduce costs and improve interactions with customers, employees and business partners. Our
solutions provide users with access to information when, where, and how they want to receive it using speech-enabled
and touch-tone interfaces. As speech recognition and text-to-speech technologies gain acceptance as natural user
interfaces, our solutions allow for the automation of interactions previously seen as too complex for a traditional
touch-tone interface. Businesses now use our solutions to automate access to account information, allow secure access
to sensitive information through voice verification, change or correct name and address information, and support
workforce management activities. Enterprise-wide applications also enable customers to order products, activate
accounts, pay bills, enroll for college courses, apply for jobs, execute securities trades, re-charge prepaid accounts and
many other increasingly complex interactions.

Omvia Voice Framework

Our Omvia Voice Framework is an advanced software-based platform that can be used to create and manage
voice-based solutions. The Omvia Voice Framework delivers a flexible, modular and highly scalable design (built
upon open industry standards including Voice XML, SALT, VoIP, SS7 and others) that encourages the seamless
integration of Web- and enterprise-based systems into intuitive speech-enabled solutions with a clear business ROL.

Companies in a wide range of industries use the Omvia Voice Framework to drive operational efficiencies. The
Omvia Voice Framework delivers a true end-to-end converged voice and data solution and supports best-of-class
deployments through our alliance partnerships with the leading names in information technology. Omvia Voice
Framework modules can be implemented individually to meet specific requirements or applied as a comprehensive
solution to achieve enterprise-class voice automation results. The modules include leading technologies, proven
applications, an award-winning development environment, and intuitive management tools that are backed by
comprehensive professional consultation services and technical support. The modules can be deployed in a customer
premise or hosted managed service environment.

Packaged Applications

We offer a suite of packaged applications under the brand name Omvia Voice Express. This set of packaged
voice-based applications is designed to allow the voice automation of popular business processes using convenient out
of the box user interfaces that can be further customized to meet specific needs. Omvia Voice Express packaged
applications include:

Omvia Authenticator a voice authentication solution that uses speaker verification and other biometric
technology to confirm the caller s identity prior to providing access to accounts or agents to help reduce fraud and
identity theft;

Omvia Locator a software application that provides callers quick and easy access to the location, including
cross street information, of popular retail destinations such as ATMs or storefronts;

Omvia Auto-Attendant an application that enables callers to reach their desired party by simply speaking the
party s name rather than dialing an extension or punching out the party s name on the telephone keyboard;

Omvia Survey an application for creating, managing and reporting on effective and engaging speech-enabled

surveys that allow organizations to build relationships with their customers; and
4

Table of Contents 6



Edgar Filing: INTERVOICE INC - Form 10-K

Table of Contents

Omvia Identifier a solution that provides complete reset functionality, including caller log-in and
identification, authentication, a flexible range of PIN/password reset options, and a Voice User Interface that can
be easily customized to meet any industry or service requirement.

Professional Services for Custom Application Development

Intervoice offers the services of engineers, designers, developers and other professional services specialists who
provide our customers the experience we have gained in the development of over 5,000 custom voice-enabled
solutions. We offer customers a single source for needs assessment and application design, VUI design, project
management, effective training and optimization of their custom speech-enabled solution. Customers using our
professional services can receive access to a state-of-the-art usability testing lab, as well as analysis based on caller
goal completion rates and our patent-pending Usability Grade Testing Metric that helps measure an application s ease
of use. Our professional services are designed to reduce the time and cost of speech automation deployments, to
improve customer communication and satisfaction, and to drive higher ROI performance through increased
transaction resolution rates.
Network Solutions

We offer network providers an array of revenue generating solutions that includes traditional Intelligent Network
(IN)-based messaging applications, next generation Internet Protocol (IP)-based messaging and media management
applications, and prepaid and postpaid payment solutions.

Omvia Messaging

Our traditional, IN-based messaging solutions include voicemail, unified communications, short message service
(SMS) and call notification. Our messaging suite incorporates a range of advanced features, including intelligent call
return, mailbox-to-mailbox messaging, universal mailboxes, call notification and conditional personal greetings. Our
applications support network operators in their efforts to build subscriber counts, loyalty and usage.

Omvia Media Exchange

Omvia Media Exchange is a flexible, IP-based multimedia enhanced services solution designed specifically for
mobile network operators, cable service providers and fixed line operators. It includes a customizable mix of
multimedia service options including next generation messaging, voice activated dialing, web user interfaces, voice
portals and text to speech capabilities.

The Omvia Media Exchange suite of solutions includes the following packaged applications:

Omvia Communicator next-generation voice mail functionality offering a common message store and
common data base;

Omvia Media Messaging a media-independent message deposit utility that allows subscribers to record a
voice message and have it delivered as a voicemail, email, Multi-Media Messaging Service (MMS) or animated
message;

Omvia Voice Activated Dialing a solution which lets end users create their own address books, store contact
information and initiate calls with voice dialing; and

Omvia Personal Ringback Tone software which offers subscribers a selection of ringback tones, including

popular songs, jokes and infotainment.

Omvia Portal

Our Omvia Media Exchange portal applications allow subscribers instant access to information content and
entertainment services via a voice or touch-tone user interface or through a web browser. Portal applications include
access to horoscope information, sports, weather, traffic and financial data and can be branded and customized to
enhance subscriber loyalty and revenues.

5
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Omvia Payment

We provide a range of products and services that allows network operators to offer prepaid and postpaid services.
Operators can offer prepaid telephony services to facilitate subscriber acquisition and usage in selected markets where
subscribers prefer to pay by cash or where collection might be an issue. We support a wide range of prepaid services,
including prepaid calling cards, prepaid residential, prepaid wireless and automated operator services. Our prepaid
solutions integrate seamlessly with other telco-grade, revenue-generating applications, including voicemail delivered
by our Omvia platform.

Omvia Intelligent Network Prepaid can be deployed to provide enhanced flexibility and efficiency in both wireline
and wireless networks. Network operators use IN Prepaid solutions to manage rapid subscriber growth, to provide
cost-effective roaming, and to boost subscriber satisfaction.

Our Automated Operator Services (AOS) and Postpaid Calling Cards allow network operators to offer privately
branded long-distance calling services to both retail and wholesale customers. Operators can deploy postpaid services
to allow consumers to pay for calls using credit or debit cards or collect call arrangements.

Recurring Services

Maintenance and Software Support

Intervoice offers the services and support needed to keep our solutions running at peak efficiency. We understand
customers requirements to protect their investment through world-class technical support that is accessible, effective
and responsive to the customers business requirements and objectives.

To provide this long term support, we maintain a customer support program known as RealCare®. The RealCare
support program provides comprehensive hardware and software support and maintenance services on up to a
24/7/365 basis. RealCare allows our customers to reduce production costs and extend the useful lives of their systems,
while driving new revenue and improving customer loyalty and satisfaction.

RealCare includes a wide variety of service options, including: Maintenance and Technical Support for
anywhere/anytime tech support from an international team of voice application specialists; Remote Monitoring
Services that can be combined with various warranty and post-warranty plans to monitor the heartbeat of a voice
solution; Software Services Program, a subscription-based service that provides convenient, cost-effective upgrade
solutions; and a Disaster Recovery service that includes full planning, support and system redundancy for key
business systems.

Managed Services

All our products and support services are available for purchase or as a component of a flexible Managed Services
solution. We offer a suite of Managed Services designed to give enterprises and network operators access to leading
edge solutions while reducing the cost and risk of deploying state-of-the-art voice automation. Hosted applications
also enable incremental and rapid integration of emerging technologies, as well as easier migration to speech-enabled
services employing VoiceXML and SALT, and next-generation network environments such as 2.5G, 3G, GPRS, IN
and SIP-based VolP.

Intervoice supplies managed services for some of the world s largest financial institutions and network operators
with highly stringent network uptime and performance demands. Intervoice supports these customers from secure,
inter-networked hosting locations in Cambridge in the U.K., and Orlando, Florida and Dallas, Texas in the U.S. We
also have hosting agreements with MCI and AT&T which enable us to deploy our solutions and services in most
developed countries in the world.

Markets

We provide the platform, software and services necessary to create and support interactive speech enabled

technology solutions for customers in the enterprise and network operator markets.
6
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The enterprise market is characterized by an ongoing drive to improve customer service, satisfaction and loyalty
while controlling the cost of communications. Automated communications are increasingly the norm, with consumers
beginning to show a marked preference for well-designed self-service solutions. Organizations in a wide range of
industries are responding by deploying converged speech and data technologies. Intervoice technologies continue to
evolve to meet the needs of the enterprise marketplace.

Network operators seek innovative services that generate immediate subscriber uptake and accelerated ROI while
controlling capital and operational expenditures. Network operators view voicemail, text messaging, multimedia
messaging, information portals, voice activated dialing, personal alerts and other enhanced services as clear
opportunities to increase subscriber counts, loyalty and usage. Intervoice network solutions are designed to support
both wireline and wireless network operator needs for rapid, lower-risk ROI that extends the useful life of existing
network infrastructure.

Competition

The enterprise market is fragmented and highly competitive. Our major competitors in this market are Nortel,
Genesys, Avaya and Edify. The principal competitive factors in this market include breadth and depth of solution,
product features, product scalability and reliability, client services, the ability to implement solutions, and the creation
of a referenceable customer base. We believe that our long history and unmatched product line of speech-enabled
solutions, combined with our professional and technical services and our extensive customer base, allow us to
compete favorably in this market. The market is evolving rapidly, however, and we anticipate intensified competition
not only from traditional IVR vendors but also from emerging vendors with non-traditional technologies and solutions

Competition in the enhanced network services market ranges from large telecommunication suppliers offering
turnkey, multi-application solutions to niche companies that specialize in a particular enhanced service such as
prepaid, voicemail or voice services such as voice activated dialing. Our primary competitors in this market are
suppliers such as Comverse Technology, Lucent Technologies and Huawei that provide a suite of enhanced services.

Smaller niche players that compete with us in various geographies and/or products include TellMe, Convergys,
Cisco, Nuance and Boston Communications Group.

We believe that, with our current suite of integrated and interoperable payment, messaging and portal services,
open IP-based platform, our flexible business models, and our professional and technical service offerings, we
compare favorably with our competition. Nevertheless, we anticipate that competition will continue from existing and
new competitors, some of which have greater financial, technological and marketing resources and greater market
share than we have.

Sales and Marketing

We market our products directly, with a global sales force, and through more than 70 domestic and international
distributors. We enter into arrangements with distributors to broaden distribution channels, to increase our sales
penetration in specific markets and industries and to provide certain customer services. We select distributors based on
their access to the markets, industries and customers that are candidates for Intervoice products. Our direct sales force
consists of approximately 80 sales directors and representatives worldwide. During fiscal 2005, 74% of our solutions
sales was attributable to direct sales to end-users and 26% came from sales to distributors.

Our major domestic distributors include Aurum Technology, EDS, Fiserv, Liberty/ FiTech, Nextira One, Norstan,
Siemens Business Communications, Sprint and Symitar Systems. Our major international distributors include
Ericsson (Worldwide), Information Technologies Australia (Australia), IVRS (Hong Kong, China), Loxbit (Thailand),
NextCom K.K. (Japan), Norstan (Canada), OLTP (Venezuela and the Caribbean), Promotora Kranon (Mexico),
Siemens AG (Worldwide), Switch (Chile), Tatung (Taiwan) Telia Promotor (Sweden) and Wittel (Brazil).

7
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Intervoice subsidiaries maintain offices in the U.K., Germany, Switzerland, the Netherlands, the United Arab
Emirates, and South Africa to support sales throughout Europe, the Middle East and Africa. A company office located
in Singapore supports sales in the Pacific Rim. We support Latin American sales from our Dallas headquarters and
through a regional office in Brazil.

Our international revenues were 41% of total revenues in fiscal 2005, 2004 and 2003. See Cautionary Disclosures
To Qualify Forward-Looking Statements under Item 7 Management s Discussion and Analysis of Financial Condition
and Results of Operations for a discussion of risks attendant to our international operations.

See Sales inltem7 Management s Discussion and Analysis of Financial Condition and Results of Operations for
additional information on sales by product line and geographic area and concentration of revenue.

Strategic Alliances

Intervoice continues to build strategic partner relationships with leading companies in key industries. We have
established partnerships with software and technology solution partners, system integration partners and niche market
partners. These alliances enhance our value proposition as delivered through our Omvia product line, strengthen our
ability to deliver end-to-end solutions, and extend our market reach.

In October 2003, we announced the addition of Intel® Netstructure™ DM/ V-A Resource Series telephony boards
supporting both SALT and VoiceXML to our Omvia Voice Framework suite for the development, deployment and
management of voice solutions. This partnership continues to allow our customers to select other powerful telephony
boards from Intel as part of their speech-activated solutions.

We continue to collaborate with Microsoft in a joint technology and marketing alliance to help make speech
recognition solutions mainstream with the implementation of SALT standards-based solutions along with the
Microsoft Speech Server products. In fiscal 2004, we introduced our Telephony Interface Manager (TIM) software
product and pre-configured hardware platform for the deployment of speech applications in the Microsoft Speech
Server Beta program. In fiscal 2005, we continued developing and introducing various products, including CTI
connectors and legacy host connectors, that enhance the functionality of the Microsoft Speech Server product line.
During the middle of fiscal 2005, we concluded the speech server beta program, and the Microsoft Speech Server and
our associated products and services became available for general sale and use. We have also partnered with HP and
Intel to refine the hardware needed to develop, test and deploy Microsoft Speech Server based solutions.

We continue to work closely with leaders of the speech technology industry. We partner with ScanSoft to develop
and bring to market speech recognition and text-to-speech solutions, and we leverage Nuance speech software
solutions to give people access to information and services anywhere, anytime and from any phone.

Backlog

Our solutions backlog at February 28/29, 2005, 2004 and 2003, which does not include the contracted value of
future maintenance and managed services to be recognized, was approximately $35 million, $32 million and
$34 million, respectively. We expect all existing backlog to be delivered within fiscal 2006. Some of our sales are
completed in the same fiscal quarter as ordered. Thus, our backlog at any particular date may not be indicative of
actual sales for any future period.

Research and Development

Research and development expenses were approximately $16 million, $15 million and $23 million during fiscal
2005, 2004 and 2003, respectively, and included the design of new products and the enhancement of existing
products.

Our research and development spending is focused in four key areas. First, we are developing software tools to aid
in the development and deployment of customer applications incorporating speech recognition,

8
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text-to-speech, and other rich media technologies for enterprise, wireless, and fixed line providers. Next, we are
developing server-based application software platforms for operations and management of contact center, speech and
call completion applications. These applications are branded under the product name Omvia Voice Framework and are
scheduled for release in fiscal 2006. We will use these software platforms for deployment and management of
enterprise, wireless and wireline network operator applications, which are designed to operate in both J2EE and
Microsoft s®.NET enterprise computing environments. Third, we are developing media servers, voice browsers , and
call processing infrastructure based on open standards such as SALT, VoiceXML and CCXML. These media servers
are VoIP enabled, allowing operation in soft-switch and hybrid PSTN and VoIP networks. Finally, we are developing
packaged, speech enabled applications for the network operator and enterprise markets. These include a range of
vertical and horizontal applications that are designed to greatly enhance customer return on investment by providing
many commonly used, configurable functions that can be deployed more quickly than can custom applications.
Certain of these applications are currently available under the product name Omvia Voice Express. Additionally, we
are developing modular productivity and communications applications for wireless and fixed-line applications
including speech driven voice mail, voice activated dialing, and enhanced personal information management. The
network products are branded under the product name Omvia Media Exchange and are scheduled for release in fiscal
2006.

We expect to maintain a strong commitment to research and development so that we can remain at the forefront of
technology development in our markets.
Proprietary Rights

We believe our existing patent, copyright, license and other proprietary rights in our products and technologies are
material to the conduct of our business. To protect these proprietary rights, we rely on a combination of patent,
trademark, trade secret, copyright and other proprietary rights laws, nondisclosure safeguards and license agreements.
As of February 28, 2005, we owned 72 patents, 4 of which were received during fiscal 2005, and had 19 pending
applications for patents in the United States. In addition, we have registered Intervoice as a trademark in the United
States, along with 245 other registered trademarks and service marks. Some of our patents and marks are also
registered in certain foreign countries. We also have 5 registered copyrights in the United States. Our software and
other products are generally licensed to a customer under the terms of a nontransferable license agreement that
restricts the use of the software and other products to the customer s internal purposes. Although our license
agreements prohibit a customer from disclosing proprietary information contained in our products to any other person,
it is technologically possible for our competitors to copy aspects of our products in violation of our rights.
Furthermore, even in cases where we hold patents, the detection and policing of the unauthorized use of the patented
technology is difficult. Moreover, judicial enforcement of copyrights may be uncertain, particularly in foreign
countries. The unauthorized use of our proprietary information by our competitors could have a material adverse
effect on our business, operating results and financial condition.

We provide our customers a qualified indemnity against the infringement of third party intellectual property rights.
From time to time, various owners of patents and copyrighted works send us or our customers letters alleging that our
products do or might infringe upon the owner s intellectual property rights, and/or suggesting that we or our customers
should negotiate a license or cross-license agreement with the owner. Our policy is to never knowingly infringe upon
any third party s intellectual property rights. Accordingly, we forward any such allegation or licensing request to our
outside legal counsel for their review and opinion. We generally attempt to resolve any such matter by informing the
owner of our position concerning non-infringement or invalidity, and/or, if appropriate, negotiating a license or
cross-license agreement. Even though we attempt to resolve these matters without litigation, it is always possible that
the owner of a patent or copyrighted work will sue us. Although no such litigation is currently pending against us,
owners of patents and/or copyrighted works have previously sued us alleging infringement of their intellectual
property rights, . As noted above, we currently have a portfolio of 72 patents, and have applied for and will continue
to apply for and receive a number of additional patents to protect our technological innovations. We believe our patent
portfolio could allow us to assert counterclaims for infringement against certain owners of intellectual property rights
if those owners were to sue us for infringement. In certain situations, it might be beneficial for us to
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cross-license certain of our patents for other patents which are relevant to the call automation industry. See Item 3.
Legal Proceedings for a discussion of certain patent matters. See Cautionary Disclosures to Qualify Forward-Looking
Statements in Item 7 for a discussion of risks associated with claims of intellectual property infringement.
Manufacturing and Facilities

Our manufacturing operations consist primarily of the final assembly, integration and extensive testing of
subassemblies, host computer platforms, operating software and our run time software. We currently use third parties
to perform printed circuit board assembly, sheet metal fabrication and customer-site service and repair. Although we
generally use standard parts and components for our products, some of our components, including semi-conductors
and, in particular, digital signal processors manufactured by Texas Instruments, are available only from a small
number of vendors. Likewise, we license speech recognition technology from a small number of vendors. As we
continue to migrate to open, standards-based systems, we will become increasingly dependent on our component
suppliers and software vendors. To date, we have been able to obtain adequate supplies of needed components and
licenses in a timely manner, and we expect to continue to be able to do so. Nevertheless, if our significant vendors are
unable to supply components or licenses at current levels, we may not be able to obtain these items from another
source or at historical prices. In such situations, we would be unable to provide products and services to our customers
or generate historical operating margins, and our business and operating results would suffer.
Employees

As of April 25, 2005, we had 746 employees.
Availability of Company Filings with the SEC

Our Internet website is www.intervoice.com. 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 Securities Exchange Act of 1934 are posted on our website as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the Securities and Exchange Commission (SEC).

Item 2. Properties
Intervoice owns approximately 225,000 square feet of manufacturing and office facilities in Dallas, Texas. We
lease approximately 216,000 square feet of office space as follows:

Square Feet
Allen, Texas 130,000
Orlando, Florida 34,000
Manchester, United Kingdom 27,000
Cambridge, United Kingdom 12,000
Other domestic and international locations 13,000

During the fourth quarter of fiscal 2002, we announced that we would forego expansion into the leased space in
Allen, Texas. As of February 28, 2005, we had sub-leased approximately 34,000 square feet of such space. The Allen,
Texas lease expires in June 2005.

Item 3. Legal Proceedings
Intellectual Property Matters

From time to time, Ronald A. Katz Technology Licensing L.P. (RAKTL) has sent letters to certain of our
customers suggesting that the customer should negotiate a license agreement to cover the practice of certain patents
owned by RAKTL. In the letters, RAKTL has alleged that certain of its patents pertain to
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certain enhanced services offered by network providers, including prepaid card and wireless services and postpaid
card services. RAKTL has further alleged that certain of its patents pertain to certain call processing applications,
including applications for call centers that route calls using a called party s DNIS identification number. As a result of
the correspondence, many of our customers have had discussions, or are in discussions, with RAKTL.

We offer certain products that can be programmed and configured to provide enhanced services to network
providers and call processing applications for call centers. Our contracts with customers usually include a qualified
obligation to indemnify and defend customers against claims that products as delivered by Intervoice infringe a third
party s patent. None of our customers have notified us that RAKTL has claimed that any product provided by
Intervoice infringes any claims of any RAKTL patent. Accordingly, we have not been required to defend any
customers against a claim of infringement under an RAKTL patent. We have, however, received letters from
customers notifying us of the efforts by RAKTL to license its patent portfolio and reminding us of our potential
obligations under the indemnification provisions of our agreements in the event that a claim is asserted. In response to
correspondence from RAKTL, a few customers have attempted to tender to us the defense of our products under
contractual indemnity provisions. We have informed these customers that while we fully intend to honor any
contractual indemnity provisions, we do not believe we currently have any obligation to provide such a defense
because RAKTL does not appear to have made a claim that an Intervoice product infringes a patent. Some of these
customers have disagreed with us and believe that the correspondence from RAKTL can be construed as claims
against Intervoice products.

Some of our customers have licensed certain rights under the RAKTL patent portfolio. One such customer who
attempted to tender the defense of its products to us informed us that the customer had entered into an agreement to
license certain rights under the RAKTL patents and demanded we indemnify the customer for unspecified amounts,
including attorney s fees, paid in connection with the license agreement. We notified the customer over 11 months ago
that we believe we do not have any indemnity obligation in connection with the license agreement. We received no
further response from the customer.

Even though no claims have been made that a specific product offered by Intervoice infringes any claim under the
RAKTL patent portfolio, we have received opinions from our outside patent counsel that certain products and
applications we offer do not infringe certain claims of the RAKTL patents. We have also received opinions from our
outside counsel that certain claims under the RAKTL patent portfolio are invalid or unenforceable. Furthermore,
based on the reviews by outside counsel, we are not aware of any valid and enforceable claims under the RAKTL
portfolio that are infringed by our products. If we do become involved in litigation in connection with the RAKTL
patent portfolio, under a contractual indemnity or any other legal theory, we intend to vigorously contest the claims
and to assert appropriate defenses.

We have received letters from Webley Systems (Webley), a division of Parus Holdings, Inc. (Parus), and their
counsel alleging that certain Webley patents cover one or more of our products and services. In the letters, Parus
offers a license to the Webley patents. As a result of the correspondence, we are in discussions with Parus. Based on
reviews by outside counsel, we are not aware of any valid and enforceable claims under the Webley patents that are
infringed by our products or services.

Pending Litigation

David Barrie, et al., on Behalf of Themselves and All Others Similarly Situated v. InterVoice-Brite, Inc., et al.;
No. 3-01CV1071-D, pending in the United States District Court, Northern District of Texas, Dallas Division:

Several related class action lawsuits were filed in the United States District Court for the Northern District of
Texas on behalf of purchasers of our common stock of Intervoice during the period from October 12, 1999 through
June 6, 2000 (the Class Period ). Plaintiffs have filed claims, which were consolidated into one proceeding, under
Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and the Securities and Exchange Commission
Rule 10b-5 against us as well as certain named current and former officers and directors of Intervoice on behalf of the
alleged class members. In the complaint, Plaintiffs claim that we and the named current and former officers and
directors issued false and misleading statements during
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the Class Period concerning the financial condition of Intervoice, the results of the merger with Brite and the alleged
future business projections of Intervoice. Plaintiffs have asserted that these alleged statements resulted in artificially
inflated stock prices.

We believe that we and our officers complied with our obligations under the securities laws, and we have
vigorously defended the lawsuit. We responded to this complaint by filing a motion to dismiss the complaint in the
consolidated proceeding. We asserted that the complaint lacked the degree of specificity and factual support to meet
the pleading standards applicable to federal securities litigation. On this basis, we requested that the United States
District Court for the Northern District of Texas dismiss the complaint in its entirety. Plaintiffs responded to our
request for dismissal. On August 8, 2002, the Court entered an order granting our motion to dismiss the class action
lawsuit. In the order dismissing the lawsuit, the Court granted plaintiffs an opportunity to reinstate the lawsuit by
filing an amended complaint.

Plaintiffs filed an amended complaint which the Court dismissed on September 15, 2003. Plaintiffs appealed the
District Court decision to the Fifth Circuit Court of Appeals. On January 12, 2005, the Fifth Circuit Court of Appeals
issued an opinion in which it affirmed, in part, the District Court s order of dismissal. The Court of Appeals opinion
also reversed a limited number of issues in the District Court s proceedings. On February 25, 2005, we filed a motion
for rehearing with the Fifth Circuit Court of Appeals requesting the Court to modify its opinion. On May 12, 2005, the
Fifth Circuit Court of Appeals denied our petition for rehearing but modified its opinion to clarify the Court s decision.
The case has been remanded to the District Court for further proceedings consistent with the Fifth Circuit s opinion.
We continue to believe that we and our officers and directors complied with the securities laws and will continue to
vigorously defend the portions of the case that have been remanded to the District Court.

Audit Committee Investigation

In December 2004, our Audit Committee completed an investigation it had begun in August 2004 of certain
transactions occurring during our fiscal years 2000 through 2002. The Audit Committee was assisted in its
investigation by separate independent legal counsel and a national accounting firm. The Audit Committee reported the
results of the investigation to, and we are cooperating with, the SEC. We are currently providing documents to the
SEC in response to a subpoena requesting information about the transactions that were the subject of the investigation.
Our Audit Committee and its counsel are actively monitoring our response to the SEC, and they have been conducting
a review of certain documents provided to the SEC which we located after the Committee s original investigation.
Intervoice is also honoring our pre-existing obligation to indemnify two former officers of Intervoice who received
subpoenas from the SEC in connection with the investigation.

The Audit Committee investigation found that we accounted for certain transactions incorrectly during our fiscal
years 2000 through 2002. The Audit Committee investigation concluded that a $900,000 payment made by Intervoice
to a publicly held supplier purportedly for certain prepaid licenses was linked to an agreement to amend a 1997
warrant issued to us by the supplier to permit our cashless exercise of the warrant. As a result, we believe the
$900,000 payment should have been recorded as a reduction in the $21.4 million gain we recognized on the sale of the
shares underlying the warrant during the fourth quarter of fiscal 2001 and should not have been recorded as prepaid
license inventory. Our payment to the supplier may have rendered unavailable a nonexclusive registration exemption
for the sale of the shares underlying the warrant. The Audit Committee investigation also found that we intentionally
provided the same supplier false or misleading documents for such supplier to use to support such supplier s improper
recognition of revenue in calendar 2001.

In addition, the Audit Committee investigation and review found that six of the seven customer sales transactions
the Committee investigated were accounted for incorrectly and that there was intentional misconduct in at least one of
those sales transactions. These six transactions occurred at the end of quarters in which we just met analysts
expectations with respect to earnings per share. The Audit Committee found that we improperly recognized revenue in
a quarter-end barter transaction involving approximately 0.4% of annual revenues for fiscal 2000, and that we
improperly accelerated the recognition of revenue in five quarter-end
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transactions totaling approximately 0.4% and 0.3% of annual revenues in fiscal 2000 and fiscal 2002, respectively.
Separately, the Audit Committee further determined that in September 2001 one of our current executive officers
improperly communicated Intervoice information to a shareholder.

Intervoice s management has concluded, with the concurrence of the Audit Committee and our external auditors,
that restatement of our prior period financial statements to adjust for the findings of the Audit Committee investigation
and review is not necessary. In reaching this conclusion, we considered the impact of the incorrect accounting on each
of the periods affected, the ages of the affected financial statements and the lack of any material changes in prior
period trends as a result of the incorrect accounting. In addition, we noted that since the date of the most recent
transaction reviewed in the investigation, we have restructured our business, made significant management changes,
consolidated our physical operations, significantly reduced our fixed operating costs and refinanced and repaid all of
our major debt obligations. We cannot predict whether we may have future losses relating to the matters investigated
by the Audit Committee as a result of future claims, if any, including any claims by the government.

Item 4. Submission of Matters to a Vote of Security Holders

Not applicable.
PART II
Item 5. Market for Registrant s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Common Stock

Our outstanding shares of common stock are quoted on the NASDAQ National Market under the symbol INTV.
We have not paid any cash dividends since our incorporation. The credit agreement evidencing our debt facilities
restricts our ability to pay a dividend in cash, stock or any other property in excess of $6.0 million in any fiscal year.
We do not anticipate paying cash dividends in the foreseeable future.

High and low share prices as reported on the NASDAQ National Market are shown below for our fiscal quarters
during fiscal 2005 and 2004.

Fiscal 2005 Quarter High Low

4th $ 1450 $ 10.30
3rd $ 1350 $ 8.05
2nd $ 14.30 $ 723
1t $ 18.00 $ 11.06
Fiscal 2004 Quarter High Low
4th $ 1444 $ 9.10
3rd $ 11.12 $ 7.05
2nd $ 8.45 $ 3.16
1t $ 3.73 $ 1.50

On April 25, 2005, there were 716 shareholders of record and approximately 12,700 beneficial shareholders of
Intervoice. The closing price of our Common Stock on that date was $11.22.

Information regarding securities authorized for issuance under our equity compensation plans is incorporated by
reference to Item 12 of this Form 10-K, which in turn incorporates by reference a section of our definitive proxy
statement.
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Item 6. Selected Financial Data
The following selected consolidated financial data should be read in conjunction with our consolidated financial
statements and related notes included in Item 8 and in conjunction with Management s Discussion and Analysis of
Financial Condition and Results of Operations set forth in Item 7.
Fiscal Year Ended February 28/29
2005 2004 2003* 2002%%* 2001 %**

(In millions, except per share data)

Sales $ 183.3 $ 1653 $ 156.2 $ 211.6 $ 274.7

Income (loss) from operations 24.7 18.8 (44.1) (51.6) 0.4

Income (loss) before the cumulative effect of a

change in accounting principle 22.5 11.3 (50.6) (44.7) 9.5

Net income (loss) 22.5 11.3 (66.4) 44.7) 2.3)
Total assets 134.9 111.6 101.0 175.4 256.8

Current portion of long term debt 0.4 33 6.0 18.5

Long term debt, net of current portion 1.3 13.1 15.8 24.0 31.1

Per basic common share:
Income (loss) before the cumulative effect of a

change in accounting principle 0.62 0.33 (1.49) (1.34) 0.29
Net income (loss) 0.62 0.33 (1.95) (1.34) (0.07)
Shares used in per basic common share calculation 36.2 34.4 34.0 334 32.7

Per diluted common share:
Income (loss) before the cumulative effect of a

change in accounting principle 0.59 0.32 (1.49) (1.34) 0.28
Net income (loss) 0.59 0.32 (1.95) (1.34) (0.07)
Shares used in per diluted common share
calculation 385 35.7 34.0 334 343

* The fiscal 2003 loss from operations was impacted by special charges of $34.3 million related to staffing
reductions, facilities closures, the write down of excess inventories, costs associated with loss contracts, loss on

early extinguishment of debt, and impairment of certain intangible assets. (See Special Charges and Amortization

and Impairment of Goodwill and Acquired Intangible Assets under Item 7.) The fiscal 2003 net loss was also
increased as a result of a $15.8 million charge for the cumulative effect of a change in accounting principle
associated with our adoption of Statement of Financial Accounting Standards No. 142 Accounting for Goodwill
and Other Intangible Assets . Fiscal 2003 results benefited from a change in the U.S. federal tax law that allowed us
to recognize net tax benefits of approximately $3.0 million.

** The fiscal 2002 loss from operations was impacted by special charges of $33.4 million related to the streamlining
of product lines, the write down of excess inventories and non-productive assets, the closure of certain facilities,
and staffing reductions (see Special Charges under Item 7).

*#% The fiscal 2001 income from operations was impacted by special charges of $8.2 million related to changes in our
organizational structure and product offerings. Income before the cumulative effect of a change in accounting
principle was impacted by those special charges of $8.2 million ($5.4 million net of taxes) and by a $21.4 million
($13.8 million net of taxes) gain on the sale of SpeechWorks International, Inc. common stock. Sales, income
from operations, income before the cumulative effect of a change in accounting principle and net loss also were
affected by Intervoice s adoption of Staff Accounting Bulletin No. 101 (SAB 101) effective March 1, 2000.
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Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations
Cautionary Disclosures to Qualify Forward-Looking Statements
This report on Form 10-K includes forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. All
statements other than statements of historical facts included in this Form 10-K, including, without limitation,
statements contained in this Management s Discussion and Analysis of Financial Condition and Results of Operations
and Notes to Consolidated Financial Statements located elsewhere in this report regarding our financial position,
business strategy, plans and objectives of management for future operations, future sales, and industry conditions, are
forward-looking statements. Although we believe that the expectations reflected in such forward-looking statements
are reasonable, we can give no assurance that such expectations will prove to be correct. In addition to important
factors described elsewhere in this report, we caution current and potential investors that the following important risk
factors, among others, sometimes have affected, and in the future could affect, our actual results and could cause such
results during fiscal 2006 and beyond to differ materially from those expressed in any forward-looking statements
made by or on behalf of Intervoice:
We are prone to quarterly sales fluctuations. The sales value of an individual order for our solutions and services
can range from a few thousand dollars to several million dollars depending on the complexity of our customer s
business need and the size of its operations. The quantity and size of large sales (sales valued at approximately
$2.0 million or more) during any quarter can cause wide variations in our quarterly sales and earnings, as such
sales are often unevenly distributed throughout the fiscal year. In addition, some of our sales transactions are
completed in the same fiscal quarter as ordered. Our accuracy in estimating future sales is largely dependent on
our ability to successfully qualify, estimate and close solution sales from our pipeline of sales opportunities
during a quarter. No matter how promising a pipeline opportunity may appear, there is no assurance it will ever
result in a sale. The accuracy of our estimate of future sales is also dependent on our ability to accurately estimate
the amount of revenue to be contributed from beginning backlog and revenue from cash basis customers during
any fiscal quarter. This estimate can be affected by factors outside our control, including changes in project
timing requested by our customers. Accordingly, our actual sales for any fiscal reporting period may be
significantly different than any estimate of sales we make for such period. See the discussion entitled Sales in this
Item 7 for a discussion of our system for estimating sales and trends in our business.

We are subject to potential and pending lawsuits and other claims. We are subject to certain potential and
pending lawsuits and other claims discussed in Item 3 Legal Proceedings of Part I of this Annual Report on
Form 10-K. We believe the pending lawsuit to which we are subject is without merit, and we intend to defend the
matter vigorously. There can be no assurances, however, that we will prevail in this matter. Furthermore, we may
become subject to claims, including claims by the government, or other adverse consequences arising from the
findings of an Audit Committee investigation we c