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BOUNDARYLESS
» We help one another

» We remain open to ideas from anywhere

» We take the broader view than doing just “your job”

AGILE
» We continuously pursue growing our 

expertise and looking for new opportunities

» We are proactive in dealing with risks and problems

» We are able to make timely decisions and avoid 

and eliminate bureaucracy

We are focused, agile, and boundaryless 

in the pursuit of innovative display and 

imaging solutions that dramatically improve 

how our customers solve real problems.

FOCUSED   
» We have a clear understanding 

of our goals and objectives at 

the company, organization, and 

individual level

» We strive to meet our commitments

» We provide a quality solution 

to the customer which is the 

reason we are in business
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is traded on The NASDAQ Stock 

Market under the symbol MVIS.
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Forward–Looking Statements

Statements contained in this annual report relate to future events, including those relating to expected results, projections of future operations, plans for product 

development and commercialization, future commercial arrangements, building commercial relationships, growth in demand, improvement of product quality 

and performance, performance under existing contracts, future product releases, as well as statements containing words like “expect,” “plan,” “believe,” 

“anticipate,” “should,” “estimate,” “will,” “poised,” “intend,” and other similar expressions, are forward-looking statements that involve a number of risks and 

uncertainties. Factors that could cause actual results to differ materially from those projected in the Company’s forward-looking statements include the following: 

our ability to raise additional capital when needed, market acceptance of and the current developmental stage of our technologies and products; our financial 

and technical resources relative to those of our competitors; our lack of manufacturing experience and ongoing capital requirements; our dependence on key 

personnel; our ability to keep up with rapid technological change; changes in display technologies; government regulation of our technologies; our ability to 

enforce our intellectual property rights and protect our proprietary technologies; the ability to obtain additional contract awards and to develop partnership 

opportunities; the timing of commercial product launches; the ability to achieve key technical milestones in key products; dependency on advances by third 

parties in certain technology used by us and other risk factors identified from time to time in the Company’s SEC Filings, its Annual Report on Form 10-K for the 

year ended December 31, 2006 and its Quarterly Reports on Form 10-Q. Except as expressly required by the federal securities laws, we undertake no obligation 

to publicly update or revise any forward-looking statements, whether as a result of new information, future events, changed circumstances or any other reason.

The Microvision logo, PicoP, Flic, and MicroHUD are trademarks of Microvision, Inc. All other trademarks are the property of their respective owners. 

© 2007, Microvision, Inc. All rights reserved. 
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 What a difference, a year makes! Last January during my first month as CEO of Microvision, 
we began the reinvention of the Company around our new strategic imperatives. This was a 
tremendous challenge, and one that was paramount to defining the future of Microvision. 
We focused our efforts on the new direction and strategy and executed an important and 
successful turnaround of our Company. The goal set in 2006, and our relentless focus in 2007, 
is to accelerate the path to market for differentiating high volume consumer and automotive 
products based on our newly introduced display engine while streamlining operating costs. 

 In February of 2006, I outlined what all of you should expect from us as a Company going 
forward. The main points included: 

» Making market- and customer-driven decisions and being agile in response to market 
changes;

» Setting clear direction and focusing on a few vital opportunities;

» Mitigating go-to-market risks by assuming more active control of external dependencies 
that could inhibit Microvision reaching its goals;

» Developing a lean enterprise;

» Exhibiting quality in everything we do; and

» Building a culture of growth and accountability where each employee has direct 
ownership and stake in the Company’s future.

 We diligently followed these guidelines and as a result, 2006 was truly a transformational 
year for Microvision. We defined and executed a new blueprint for the Company introducing 
significant changes at every level. These changes included: 

» Direction: Moved away from niche markets and products, and focused on exciting high 
volume consumer and automotive markets;

» Strategy and Focus: Defined a multi-year strategic roadmap and reduced the number 
of programs from 30 to 5;

» Organization: Restructured the Company to improve focus and reduce operating costs;

» Leadership Team: Built a new senior management team and reconstituted a new Board 
of Directors;

» Financials: Simplified the Company’s capital structure, raised significant capital and 
retired the debt securities; and

» Results Oriented Culture: Set new standards for execution and accountability and 
substantially achieved operating objectives set for 2006.

 DEFINING AND EXECUTING OUR NEW BUSINESS STRATEGY

 Microvision has for years possessed a disruptive technology in the area of MEMS-based scan 
beam displays. In 2006, we took steps to strengthen Microvision’s business case and value 
proposition by converting this base technology and the years of our related experience and 
inventions into a more enabling technology platform suitable for high-volume applications. 
Microvision’s new technology platform combines a MEMS scanner, lasers, optics, electron-
ics and our systems controls expertise into a compact display solution that we anticipate will 
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lead to exciting new applications and products in the consumer and automotive markets. 
Our largest opportunity derives from an unmet need facing growing mobility markets. 
Namely, consumers want a far better viewing experience than they currently get from 
traditional small displays on their mobile devices. 

 Our most notable achievement for 2006 was the definition, accelerated design and devel-
opment of our proprietary display engine, called PicoP™. PicoP enables an ultra-miniature 
video projector capable of producing color rich, high resolution, large images, but small 
and low-power enough to be embedded directly into mobile devices, such as cell phones. 
Other potential display applications based on the PicoP are numerous and include tiny pro-
jectors embedded into or used as accessory displays for mobile devices such as personal 
media players, gaming devices, laptops and DVD players. We are also working to leverage 
the PicoP into vehicle displays, including automotive and aerospace head-up displays, as 
well as wearable full-color displays designed as fashionable eyewear. 

 This rapid progress towards the new business goal was validated in early January 2007 
when we received significant attention from global OEMs, as well as extensive industry and 
media coverage at the Consumer Electronics Show in Las Vegas where we unveiled PicoP. 
This advanced version of the miniature projector prototype was developed in collaboration 
with one of our newly signed, high-volume manufacturing partners to better position us to 
meet the potential worldwide demand and deliver products with the right levels of quality 
and cost. 

 It’s truly amazing that in less than 12 months, starting with nothing more than a paper con-
cept of the new display platform based upon core inventions and experience, we produced 
a fully functioning advanced prototype of our tiny projector, all while going through sweep-
ing business and organizational changes. This was a significant accomplishment by all of 
Microvision’s employees and it was made possible due to steps taken early in 2006 when 
we mobilized our resources and focused them on a vital few opportunities. 

 REALIGNING AND RESTRUCTURING THE COMPANY

 Once the new strategy was set, our second objective was to restructure and realign the 
Company around the new business imperatives to improve organizational effectiveness, 
focus and culture, and to reduce operating costs. The results speak for themselves as we:

» Reorganized the Research and Product Development team and institutionalized a new 
cross-functional product development discipline;

» Created a new strategic marketing group to drive the global platform strategy and focus 
on applications across all key customer segments worldwide;

» Consolidated sales and marketing to streamline activities and go-to-market strategies;

» Introduced a new sourcing and manufacturing discipline aimed at identifying and 
qualifying all critical component suppliers early in the product development cycle 
and developing at least two key suppliers for every critical subsystem or component;

» Reduced overall SG&A while substantially increasing key engineering resources; and 

» Raised the bar on quality and improved customer satisfaction by reducing field returns 
by 85% for the bar code scanner segment.

Our largest opportunity 

derives from an unmet 

need facing growing 

mobility markets. Namely, 

consumers want a far 

better viewing experi-

ence than they currently 

get from traditional small 

displays on their mobile 

devices. 

M
IC

R
O

V
IS

IO
N

, 
IN

C
. 

2
0

0
6

 A
N

N
U

A
L

 R
E

P
O

R
T



 ARCHITECTING AND SECURING NEW STRATEGIC ALLIANCES

 Our newly defined business strategy is predicated on building and leveraging strong part-
nerships with critical component suppliers and contract development and manufacturing 
partners. We have successfully architected several global partnerships to build this founda-
tion which will help us to reduce time-to-market and establish a footprint required to serve 
large global commercial markets. 

 We signed joint development agreements with two major high-volume manufacturing 
partners to optimize the manufacturability of PicoP, initially targeted at consumer and auto-
motive applications. One of our partners is a world-leading developer and manufacturer of 
consumer electronics and commercial equipment. The other partner is a global design and 
manufacturing enterprise known for its high-volume precision optical components. Both 
partnerships should enhance our ability to offer consumer and automotive customers PicoP 
enabled solutions with the right levels of performance, quality and cost for high-volume 
applications.

 In the past, the availability of a commercially viable green laser has been a hurdle to our 
ability to develop a full-color display engine. Until 2006, several global companies including 
Corning, Novalux and others were developing the green laser technology initially targeted 
for the rear projection television market. Capitalizing on this initial development we took 
on a more active role in 2006 by developing stronger relationships with three green laser 
manufacturers by articulating the value proposition of the PicoP and better aligning our 
development roadmaps focused on an accelerated commercialization of the display engine. 

 Microvision’s bi-directional MEMS scanning mirror is a key component of our new 
integrated technology platform and is one of Microvision’s core competencies. In order to 
maintain and increase our competitive edge in the field of MEMS, we solidified a strategic 
relationship with the German based Fraunhofer Institute for Photonic Microsystems (IPMS) 
— an internationally recognized research and development organization. This strategic 
partnership with Fraunhofer IPMS augments Microvision’s world-leading expertise in the 
design and production of MEMS scanning mirrors, and positions us well to supply a variety 
of scanning solutions to our partners today and in the future. 

 In order to further improve focus on the display business strategy and execution in our 
Redmond, Washington headquarters and to streamline the laser bar code scanner develop-
ment, we established a formal agreement with a design and development partner in India 
— Networks Systems and Technologies (NeST). NeST will serve as our offshore develop-
ment center for the engineering design, development and support of our laser barcode 
scanner product. This enhances our already improved design of the Flic™ bar code scanner 
and should streamline the supply chain and service support. 

 Our success in securing new go-to-market customers is predicated upon four factors: 
differentiating technology, compelling business strategy, Company credibility and risk 
mitigation around facilitating technologies external to Microvision. We spent most of 2006 
working to improve our position in all four areas, which resulted in a number of new and 
exciting contracts, including with such notable companies as Visteon and General Dynamics 
in the second half of the year. We expect to maintain this trend throughout 2007 as 
prospective partners continue to recognize Microvision as a focused, vibrant, lean, 
quality-driven, debt-free enterprise pursuing exciting opportunities.

We have successfully 

architected several global 

partnerships to help us 

reduce time-to-market 

and establish a footprint 

required to serve large 

global commercial 

markets.



M
ic

r
o

v
is

io
n

, 
in

c
. 

2
0

0
6

 A
n

n
u

A
l

 r
e

p
o

r
t

	 Our	2007	FOcus

	 In	2007,	we	will	maintain	the	focus	on	the	primary	goal	of	accelerating	the	path	to		
market	for	high-volume	consumer	and	automotive	products	while	reducing	operating		
costs.	Specific	objectives	of	our	2007	operating	plan	include:

»	 Developing	new	growth	opportunities	with	global	consumer	OEMs,	Tier	1	automotive	
suppliers	and	the	U.S.	government;

»	 Continuing	the	rapid	advancement	of	Microvision’s	new	technology	platform;

»	 Delivering	on	customer	commitments	on	key	existing	commercial	contract	and	govern-
ment	programs;	and

»	 Completing	the	transformation	of	the	bar	code	business	segment.

	 Our	cOmmitment

	 Our	commitment	to	you	for	2007	remains	the	same:	we	will	be	making	market-	and		
customer-driven	decisions	and	be	agile	in	response	to	market	changes;	we	will	set	clear	
direction	with	our	customers	and	continue	to	focus	on	a	few	vital	opportunities;	we	will	be	
proactive	in	mitigating	the	external	risks	with	our	supply	chain	partners;	we	will	continue		
to	develop	a	lean	enterprise	and	exhibit	quality	in	everything	we	do;	and	we	will	continue	
to	build	a	culture	of	growth	and	accountability	where	each	employee	has	direct	ownership	
and	stake	in	the	Company’s	future.	

	 My	thanks	go	out	to	all	of	my	Microvision	colleagues	whose	dedicated	and	focused	efforts	
have	put	us	in	a	position	for	future	growth.

	 I	thank	you	for	your	continuous	support	during	these	exciting	times.	

	 Alexander	Y.	Tokman	
President	and	Chief	Executive	Officer	
April	27,	2007



A summary of selected financial data as of and for the five years ended December 31, 2006 is set forth below:

YEARS ENDED DECEMBER 31, 2006  2005  2004  2003  2002

(in thousands, except per share data)

STATEMENT OF OPERATIONS DATA:

Revenue $ 7,043 $ 14,746 $ 11,418 $ 14,652 $ 15,917

Net loss available for common shareholders (27,257)  (30,284)  (33,543)  (26,163)  (27,176)

Basic and diluted net loss per share (0.81)  (1.35)  (1.56)  (1.46)  (1.93)

Weighted average shares outstanding basic and diluted  33,572  22,498  21,493  17,946  14,067

BALANCE SHEET DATA:

Cash and cash equivalents $ 14,552 $ 6,860 $ 1,268 $ 10,700 $ 9,872

Investments available-for-sale —  —  —  11,078  5,304

Working capital 19,160  (4,723)  903  19,781  14,511

Total assets 35,325  23,363  25,538  33,918  32,267

Long-term liabilities 2,616  4,412  52  2,204  1,480

Mandatorily redeemable preferred stock —  4,166  7,647  —  —

Total shareholders’ equity (deficit) 21,864  (3,509)  7,190  23,295  17,416

Statement of Operations and Balance Sheet data for 2002 and 2003 includes financial information for our previously 

consolidated subsidiary Lumera. Lumera was deconsolidated in July 2004.

Selected Financial Data—2006
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2001 2002 2003 2004 2005 2006
Microvision, Inc. 100.00 37.36 53.51 49.16 25.28 22.40
Peer Group Index 100.00 48.21 72.87 40.92 47.61 45.81
Nasdaq Market Index 100.00 69.75 104.88 113.70 116.19 128.12

COMPARISON OF 5-YEAR CUMULATIVE RETURN AMONG MICROVISION, INC., THE 
NASDAQ STOCK MARKET INDEX AND A PEER GROUP
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Microvision, Inc. Peer Group Index Nasdaq Market Index

       Assumes:     $100 Invested on December 31, 2001;
                             Dividends Reinvested;
                             Fiscal Year Ending December 31, 2006.

2002 2003 2004 2005 2006

The following graph compares the cumulative total shareholder return on an initial $100
investment in the Company’s common stock for the five fiscal years ended December 31,  
2006 to two indices: the Nasdaq Market Index and an index of peer companies selected by the
Company (“Peer Group”). The companies in the Peer Group are as follows: Kopin
Corporation, Planar Systems, Inc., and Universal Display Corp. The graph and table assume
that $100 was invested on December 31, 2001 in the Company's common stock, the Nasdaq
Stock Market Index and the Peer Group, and that all dividends were reinvested.  The past
performance of the Company’s common stock is not an indication of future performance. We
cannot assure you that the price of the Company’s common stock will appreciate at any
particular rate or at all in future years.       

STOCK PERFORMANCE GRAPH
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Statements contained in this annual report relate to future events, including those relating to expected results, projections of future operations, plans for product 
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and performance, performance under existing contracts, future product releases, as well as statements containing words like “expect,” “plan,” “believe,” 
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uncertainties. Factors that could cause actual results to differ materially from those projected in the Company’s forward-looking statements include the following: 
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and technical resources relative to those of our competitors; our lack of manufacturing experience and ongoing capital requirements; our dependence on key 

personnel; our ability to keep up with rapid technological change; changes in display technologies; government regulation of our technologies; our ability to 

enforce our intellectual property rights and protect our proprietary technologies; the ability to obtain additional contract awards and to develop partnership 

opportunities; the timing of commercial product launches; the ability to achieve key technical milestones in key products; dependency on advances by third 

parties in certain technology used by us and other risk factors identified from time to time in the Company’s SEC Filings, its Annual Report on Form 10-K for the 

year ended December 31, 2006 and its Quarterly Reports on Form 10-Q. Except as expressly required by the federal securities laws, we undertake no obligation 

to publicly update or revise any forward-looking statements, whether as a result of new information, future events, changed circumstances or any other reason.
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