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To:  AppliedMicro Stockholders,

Our fiscal year 2011 (ending March 31, 2011) was a good year for Applied Micro Circuits Corporation (AppliedMicro) 
both operationally and financially.  Let me start with the financial data shown in the following table:

All Numbers $M Unless Otherwise Noted FY 2011 FY 2010 % Incr FY 2011 FY 2010 % Incr

Revenue 247.7$    205.6$    20.5% 247.7$    205.6$    20.5%

Operating Income (11.3)$     (26.1)$     23.9$      4.4$         
  % of Revenue -4.6% -12.7% 9.7% 2.2%

Net Income (1.0)$       (7.5)$       28.5$      10.9$      
  % of Revenue -0.4% -3.6% 11.5% 5.3%

Earnings Per Share (0.0)$       (0.1)$       0.4$         0.2$         

Total Assets 308.7$    316.0$    308.7$    316.0$    
  % of Revenue 124.6% 153.7% 124.6% 153.7%

Cash 168.1$    206.6$    16.8$      206.6$    

Shares Repurchased in Millions 4.2 1.8 4.2 1.8

Number of New Products Announced 8 4 8 4

GAAP to Non-GAAP Net Income Reconciliation

GAAP Net Income (1.0)$       (7.5)$       

Adjustments:
  Stock Based Compensation 16.7$      13.7$      

Amortization of Purchased Intangibles 17.2$      16.1$      
Impairment of Securities and Strategic Investments (5.3)$       4.9$         
Income Tax Adjustments (0.5)$       (10.9)$     
Loss from Discontinued Operations -$           (6.1)$       
Other 1.4$         0.7$         

Total Adjustments 29.5$      18.4$      

Non-GAAP Net Income 28.5$      10.9$      

GAAP Non-GAAP

Like many companies, we measure ourselves internally on a Non-GAAP basis which backs out primarily non-cash  
charges and other unusual or infrequently occurring transactions.  Looking at the above table you can see that we  
grew revenues by over 20% in FY2011 and our Non-GAAP operating margin expanded from 2.2% to 9.7% of  
revenues.  We also saw Non-GAAP net income as a percent of revenue expand from 5.3% in FY2010 to 11.5% in  
FY2011 and this resulted in our EPS increasing from 16 cents per share to 42 cents per share in FY2011.  Besides  
growing and improving profitability, we continued to manage our assets well as total assets as a percent of  
revenues dropped from 153.7% to 124.6%.  We continue to believe in our future success and we increased our  
share buybacks from 1.8 million shares in FY2010 to 4.2 million shares in FY2011.  Based both on our GAAP and  
Non-GAAP results, it is clear we made very good progress during FY2011 and continue to press forward towards  
our stated goal of achieving 20% growth with 20% Non-GAAP operating margins in FY2012.  For a complete  
reconciliation of GAAP to Non-GAAP we refer you to our website at www.apm.com.

Our success goes beyond improved financial results as we also doubled the number of new products introduced,  
from four in FY2010 to eight in FY2011.  Anyone familiar with semiconductors understands that new product  
introductions are the engine of a company’s growth trajectory.  Of course this is always dependent on the success  
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of those new products.  To get an indication of this we have to go back to our new products introduced since fiscal  
year 2008 (because in the Telco space it takes approximately 2-3 years, after a product is introduced, to ramp up to 
meaningful revenues).  Using this we can say that 25% of the revenues in FY2011 came from new products, which  
is up from 20% for FY2010 compared on a similar basis.

Fiscal year 2011 saw many firsts for AppliedMicro.  These include:

The acquisition of TPACK, an engineering services company.  This acquisition enhances AppliedMicro’s transport  
solutions strategy by enabling early design wins with customers through the programming of market available  
FPGAs (Field-programmable Gate Arrays).  We intend to leverage this early design win activity to migrate  
customers to our standard products when future volumes warrant. Furthermore, AppliedMicro offers the  
customer full software investment protection, so as to accelerate time to market and provide predictable cost  
optimizations.  We believe no one else in the industry has this capability or depth.  Through this strategic addition,  
AppliedMicro has been able to announce the industry’s first 100Gbps optical transport network (OTN) devices. 

We introduced the first asymmetrical multi-core product for our PacketPro line of embedded processors.  Here we  
have taken a multi-core PowerPC (PPC) chip and combined it with an ARM 32-bit core that has allowed our  
customers to achieve new levels of efficiency in power management and security.

We achieved three designs in the high-end multi function printer market where the customer is paying  
AppliedMicro to design processor ASICs (application-specific integrated circuits) for them.  This is a new market for  
AppliedMicro with a total available market in excess of $200M.

We announced our Triveni product line which represents the industry’s smallest dual and quad-port 10G base T  
physical layer device (PHY) with advanced electro-magnetic interference (EMI) cancellation aimed at 10Gbps  
copper solutions for the data center. 

Our latest generation of TSMC-based processor products achieved a record level of $80 million in new design wins  
during the March 2011 quarter alone. 

The progress made during fiscal year 2011 reinforces my conviction that AppliedMicro has a solid strategic vision  
and a team that is well positioned to execute this vision.  The objectives of this strategic vision include continued  
top line revenue growth and profitability expansion.  I, as well as the management and employees of  
AppliedMicro, would like to thank you, our investors, for your continued support as we work to deliver on our  
long-term business model. 

Sincerely,

Dr. Paramesh Gopi 
President and Chief Executive Officer 
AppliedMicro


