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Broadband Solutions

ANADIGICS is a leader in cable RFIC products for digital set-top

boxes and CATV infrastructure equipment. As a partner to 

market-leading customers, ANADIGICS provides unique 

solutions that address the markets’ need for high reliability, 

outstanding performance, low cost, and integration.

Manufacturing & Technology

ANADIGICS provides the high-volume, low-cost manufacturing

required by the wireless and broadband communications markets.

Our 6-inch GaAs manufacturing facility utilizes state-of-the-art

technology and manufacturing processes to deliver high quality

InGaP HBT, GaAs MESFET, and GaAs pHEMT RFIC products.

Wireless Solutions

ANADIGICS wireless products answer the changing needs of the

dynamic wireless handset, PDA, and basestation equipment markets.

Our proven RFIC (radio frequency integrated circuit) products 

provide leading manufacturers with the performance and reliability

needed for advanced wireless communication systems.



D E A R  S H A R E H O L D E R S ,

2001 was a year that redefined the competitive landscape in

the RF communications industry and challenged all of us to

think outside of the box to address our changing markets.

Throughout the year, ANADIGICS quickly responded to new

challenges posed by the most severe economic downturn in

the semiconductor industry’s history. We put in place cost

reductions and re-evaluated our market strategies, adopting a

“laser-like” focus on high impact areas of success in our tar-

get markets. As a result of these efforts and despite a difficult

market environment, ANADIGICS achieved many outstand-

ing objectives in 2001.

• Gained 10% market share in the growing CDMA 

wireless market

• Diversified our wireless customer base and gained 

a market-leading CDMA customer

• Established InGaP HBT as the technology of choice 

for wireless power amplifiers

• Transitioned the Company’s wireless MMIC business 

to multi-chip module packaging

• Maintained a leadership position in the cable set-top 

box market

• Began placement of strategic operational support unit 

in Asia to reduce manufacturing costs and improve 

production cycle times

• Reduced operating expenses while maintaining 

strategic programs and raised $100M through a 

convertible debt offering

In response to the changing market dynamics and an increas-

ingly competitive landscape, we focused our efforts on the

high growth market segments in which our core competencies

and technology gave us a measurable competitive advantage.

Additionally, we re-aligned our cost structure, and strength-

ened our financial position through workforce restructuring

and manufacturing cost reductions. Although we modified

our tactics and market strategy to adjust to a changing mar-

ket landscape, we remained steadfast in our core focus on

customer satisfaction.

In 2001, ANADIGICS added several new CDMA customers,

including one of the leading providers of CDMA handsets to

Verizon Wireless and Sprint, and captured 10% of the total

CDMA market. CDMA is the fastest growing segment of the

global wireless handset market with an estimated compound

annual growth rate of greater than 28 percent over the next

three years. CDMA 2000 1XRTT networks, featuring high-

speed data capabilities, are currently offered in some areas of

“We focused our efforts on the high growth

market segments in which our core 

competencies and technology gave us 

a measurable competitive advantage.”
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Asia and are beginning to roll out in North America. In 

the United States alone, the CDMA market segment is

expected to capture about 50 percent of mobile customers.

Our CDMA products are the very best in the industry due 

to our investment in InGaP technology and our proven RF

design expertise. In 2001, ANADIGICS shipped high volumes

of InGaP power amplifiers for use in market leading CDMA

1XRTT capable wireless handsets. As wireless mobile data

networks continue to become more pervasive, we are posi-

tioned to be the dominant power amplifier supplier to the

CDMA handset market.

ANADIGICS’ focus for 2002 is to establish a beachhead in

the GSM handset market, the largest mobile phone market in

the world. In 2002, it is estimated that more than 270 million

GSM handsets will be sold. The fastest growing segment of

the GSM market is EDGE, GPRS, and Wideband CDMA

data standards, which by 2004 are estimated to represent

more than 60% of total GSM handset sales. Additionally,

GSM handset manufacturers are relying increasingly on Asian

OEMs and ODMs for handset design and production. These

two trends create a point of intersection with ANADIGICS’

strategy to penetrate the GSM market. Working directly with

leading handset OEMs and selling to Asian OEM/ODMs

through reference designs, we are providing custom designed

GSM PA modules and fully-integrated RF transmit modules.

ANADIGICS is one of the select few companies who can pro-

vide high performance power amplifiers, RF switches, inte-

grated passive components, and the high volume module

packaging capabilities needed to offer best-of-breed integrated

front-end RF modules. In 2001, ANADIGICS introduced the

PowerPlexer�, the first in a new family of integrated RF mod-

ules for GSM handsets, which sets a new standard for per-

formance and integration.

ANADIGICS is the leader in video tuner IC components for the

cable set-top box market. Broadband home gateway access

and demands for multimedia entertainment continue to fuel

this market beyond the traditional set-top box. As a domi-

nant player in the video tuner IC market, we are a strategic

partner to the leading manufacturers of digital set-top boxes

and our product development programs are tightly coupled

with their needs. Our highly integrated PicoTuner�products

are an example of ANADIGICS’ commitment to staying

ahead of the product development and technology curve.

ANADIGICS has a long history of supplying highly reliable

and innovative RFIC components to the communications

infrastructure markets, beginning with the direct broadcast

WIRELESS REVENUE COMPOSITION (Fourth Quarter 2001)

NEW
CUSTOMERS

LEGACY 
CUSTOMERS

In 2001, ANADIGICS diversified its wireless customer base by
gaining several new customers including a market-leading CDMA 
handset manufacturer.   
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satellite market and continuing with the larger CATV infra-

structure equipment and wireless basestation markets. The

implementation of new wireless data networks is expected to

fuel the growth of the wireless basestation market. In 2001,

we introduced a new product line of gain block amplifiers

targeting wireless basestation applications. Additionally, we

introduced a new 24 volt line amplifier product line which

positions us to double our market share in cable infrastruc-

ture equipment, securing our position as one of the top two

suppliers in the market. Our success in these markets stems

from our ability to deliver high quality products that meet the

rigorous performance and rugged reliability requirements of

an all-weather environment.

ANADIGICS’ manufacturing facility is one of the most

advanced GaAs fabs in the world. Our six-inch InGaP HBT

fab delivers world class production cycle times and product

yields, while providing a key competitive advantage in GaAs

manufacturing cost structure. We are committed to finding

new methods for reducing production cycle times and manu-

facturing costs in response to our customers’ demands for

shorter lead times and lower cost products. In 2001, we com-

pleted an expansion of our fab and began the process of relo-

cating our RF test operations to Taiwan. Co-locating our RF

test with our module assembly operations enables us to meet

our customers’ increasingly demanding production schedules.

The completion of our fab expansion, outsourcing of RF test,

and investment in InGaP HBT technology provides us with

the capacity to meet future high volume demand with limited

capital expenditures over the next few years, and sets the

stage for further cost reductions in 2002.

ANADIGICS has aggressively developed a multi-chip module

assembly capability for wireless and broadband RF products.

In the fourth quarter of 2001, ANADIGICS’ sales of module

products surpassed our sales of traditional MMIC plastic

packaged products. Our advanced module products enable

manufacturers of communication devices to reduce cost and

time to market, and improve the performance of their overall

system. Module packaging expertise is a key to customer sat-

isfaction, particularly in the wireless handset market where

time-to-market, cost, and size are critical.

ANADIGICS’ vision is to be the leading supplier of RF com-

ponents in all of the markets we serve. As we enter 2002,

ANADIGICS clearly has the momentum to achieve this vision

of total market leadership. As always, our success depends on

the support of our shareholders and the dedication of our

employees. I want to thank all of ANADIGICS’ stakeholders

for their continued confidence in ANADIGICS’ future. With

your support, I look forward to seeking new opportunities in

our markets and rising to new challenges in 2002.

Sincerely,

Dr. Bami Bastani
President and Chief Executive Officer

“ANADIGICS is one of the select few companies who can provide high performance power amplifiers, 

RF switches, integrated passive components, and the high volume module packaging capabilities needed 

to offer best-of-breed integrated front-end RF modules.”
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From 2000 to 2001, ANADIGICS reduced spending, while preserving 
strategic programs, and completed its investment in InGaP technology 
and additional manufacturing capacity.   
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The selected financial data set forth below should be read in conjunction with “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” and our financial statements, related notes and other financial information included herein. The
selected consolidated financial data set forth below as of December 31, 2001 and 2000 and for the years ended December 31, 2001,
2000, and 1999 have been derived from our audited financial statements included herein. The selected consolidated financial data 
set forth below as of December 31, 1999, 1998 and 1997 and for the years ended December 31, 1998 and 1997 have been derived
from our audited financial statements that are not included herein or incorporated by reference herein. Our historical results are not
necessarily indicative of the results that may be expected for any future period.

Year Ended December 31,

1997 1998 1999 2000 2001

(In thousands, except share and per share data)
S TAT E M E N T  O F  O P E R AT I O N S :

Net sales $102,536 $ 86,075 $131,159 $172,268 $ 84,765
Cost of sales 56,093 66,228 75,820 89,471 87,697

Gross profit (loss) 46,443 19,847 55,339 82,797 (2,932)
Research and development expenses 16,765 18,824 29,658 39,799 37,764
Selling and administrative expenses 12,139 12,926 19,092 26,202 27,282
Restructuring and other charges — 2,616 (441) — 3,775
Asset impairment charges — 4,510 — — 10,433
Purchased in-process R&D — — — — 3,800

Operating income (loss) 17,539 (19,029) 7,030 16,796 (85,986)
Interest expense 155 79 369 300 627
Interest income 3,384 2,382 3,637 10,821 6,931
Impairment of investments — — — — 3,061
Other (expense) income — (7) 25 1,279 (39)
Provision for litigation settlement — — 6,925 — —

Income (loss) before income taxes 20,768 (16,733) 3,398 28,596 (82,782)
Provision (benefit) for income taxes 5,439 (7,175) 810 9,704 24,338

Net income (loss) $ 15,329 $ (9,558) $ 2,588 $ 18,892 $(107,120)

Basic earnings (loss) per share $ 0.72 $ (0.43) $ 0.11 $ 0.64 $ (3.54)

Weighted average common shares outstanding 21,419,936 22,085,912 23,602,799 29,712,879 30,248,476
Diluted earnings (loss) per share $ 0.68 $ (0.43) $ 0.10 $ 0.60 $ (3.54)

Weighted average common and dilutive 
securities outstanding 22,595,819 22,085,912 25,203,882 31,519,889 30,248,476

At December 31,

1997 1998 1999 2000 2001

(In thousands)
B A L A N C E  S H E E T  D ATA :

Working capital $ 65,061 $ 57,123 $176,322 $179,987 $ 132,062
Total assets 168,084 154,098 317,610 352,473 346,914
Capital lease obligations:

Current maturities 425 229 151 250 94
Long-term portion 389 183 32 — —

Current maturities of long-term debt — 1,000 1,000 1,000 244
Long-term debt, less current portion — 4,000 3,000 2,000 100,000
Total stockholders’ equity 146,463 137,807 276,649 328,832 226,636

We acquired Telcom Devices Corp. on April 2, 2001 and accounted for that transaction as a purchase. Accordingly, their results 
of operations are included in ANADIGICS’ consolidated results of operations from the date of purchase.

The balance sheet data reflects our issuance of $100 million aggregate principal amount of senior convertible notes on
November 27, 2001.

ANADIGICS INC.

Selected Financial Data
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O V E R V I E W

We were organized in 1984 and initially focused on the devel-
opment and manufacture of GaAs integrated circuits for low-
volume defense and aerospace applications. In 1988 we began
shifting our strategy to focus on radio frequency/microwave
communications systems for high-volume applications, and
began production for these applications in 1989. In 1992 we
introduced integrated circuits for the cable television market. In
late 1994 we entered the wireless communications market with
the introduction of cellular telephone integrated circuits. In 2001
we introduced our InGaP HBT power amplifier modules to the
wireless communications market.

We strive to achieve market advantage through the application
of our radio frequency/microwave design and application knowl-
edge. With our design expertise we have led the industry with 
the introduction of innovative products. Recent examples include 
3-volt InGaP HBT Power Amplifiers, IP Telephony Reverse Path
Amplifiers, 24-volt Line Amplifiers, the PicoTuner�, and Uni-
versal Reverse Amplifiers, all of which offer greater levels of prod-
uct performance and reduce original equipment manufacturers’
production costs.

We aim to achieve cost advantage through the scale and effi-
ciency of our manufacturing operations. During 1999 we began
production in our six-inch analog GaAs wafer fabrication facil-
ity, which we believe to have been the first six-inch analog GaAs
wafer fabrication facility in our industry. Using a six-inch wafer
allows us to produce, at a small incremental cost, more than
twice the integrated circuit dice per wafer than can be produced
from the industry norm four-inch wafer.

On April 2, 2001 we acquired Telcom Devices Corp.
(“Telcom”), a manufacturer of indium phosphide based photo-
diodes for the telecommunications and data communications
markets for cash consideration of approximately $28.0 million.
The acquisition was accounted for as a purchase. Accordingly,
Telcom’s results of operations are included in ANADIGICS’ 
consolidated results of operations from the date of purchase.

Our markets weakened substantially during 2001. With the
well-publicized deterioration in the telecommunications industry,
we experienced a substantial decline in demand for our prod-
ucts. The downturn in demand reflected high component inven-
tories at most of our customers, including components that we
previously supplied, a reduction in capital spending by many of
our customers and lower end-consumer demand.

Many of our expenses, particularly those relating to capital
equipment and manufacturing overhead, are fixed. Accordingly,
reduced demand for our products causes our fixed production
costs to be allocated across reduced production volumes, which
adversely affects our gross margin and profitability. Our ability to
reduce expenses is further constrained because we must continue to
invest in research and development in order to maintain our com-
petitive position. Reduced production volumes contributed to a sig-
nificant decline in our gross margin and profitability during 2001.

The general slowdown in the industry in which we operate 
as well as the overall slowing of the economy has had, and we
believe will continue to have, a negative impact on our net sales,
gross margins and other results of operations. We cannot accu-
rately predict whether or when demand will strengthen across 
all product lines or how quickly our customers will consume
their inventories of our products. If we are unable to reverse the
recent trend of revenue declines and net losses because our cus-
tomers do not deplete their own inventories of communications

components, because the economy does not improve or because
we under perform, our ability to compete in a very difficult 
market may be materially and adversely affected.

C R I T I C A L  A C C O U N T I N G  P O L I C I E S

General

We believe the following accounting policies are critical to our
business operations, the understanding of our results of opera-
tion and may involve a higher degree of judgment and estimates
used in the preparation of our consolidated financial statements.

Revenue Recognition

Production revenue is recorded when products are shipped to
customers pursuant to a purchase order. We charge customers for
the costs of certain contractually-committed inventories that remain
at the end of a product’s life. Cancellation revenue is recognized
when cash is received. The value of the inventory related to cancel-
lation revenue may, in some instances, have been reserved during
prior periods in accordance with our inventory obsolescence policy.

Warranty Costs

We provide for potential warranty claims by recording a cur-
rent charge to income. We estimate potential claims by examin-
ing historical returns and other information deemed critical and
provide for an amount which we believe will cover future war-
ranty obligations for products sold during the year. The accrued
liability for warranty costs is included in Accrued liabilities in
the consolidated balance sheets.

Impairment of Long-Lived Assets

Long-lived assets include fixed assets, long-term investments
(included in Other assets), goodwill and other intangible assets.
We regularly review these assets for circumstances of impairment
and assess the carrying value of the assets against market values.
When an impairment exists, we record an expense to the extent
that the carrying value exceeds fair market value.

Long-Lived Assets We record impairment losses on long-
lived assets used in operations or expected to be disposed of
when events and circumstances indicate that the undiscounted
cash flow estimated to be generated by these assets is less than
the carrying amounts of those assets. Management considers sen-
sitivities to capacity, utilization and technological developments
in making its assumptions.

Long-Term Investments The fair value of long-term invest-
ments is dependent on the performance of the companies in which
we have invested, as well as volatility inherent in the external mar-
kets for these investments. In assessing potential impairment for
these investments, management considers these factors as well as
forecasted financial performance of the investees. If these forecasts
are not met or if market conditions change, we may have to record
additional impairment charges not previously recognized.

Goodwill and Intangibles Impairment We have significant
intangible assets related to goodwill and other acquired intangi-
bles. The determination of related estimated useful lives and
whether or not these assets are impaired involves significant judg-
ments. In assessing the recoverability of goodwill and other intan-
gibles, we must make assumptions regarding estimated future
cash flows and other factors to determine the fair value of the
respective assets. If these estimates or their related assumptions
change in the future, we may be required to record impairment
charges for these assets not previously recorded. During the year
ended December 31, 2001, we did not record any impairment
losses related to goodwill or other intangible assets.

ANADIGICS INC.

Management’s Discussion and Analysis of Financial Condition and Results of Operations
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Effective January 1, 2002 we will adopt Statement of Financial
Accounting Standards No. 142, “Goodwill and Other Intangible
Assets.” Under the provisions of FAS 142, the cost of certain
intangible assets will no longer be subject to amortization but
will be reviewed for potential impairment during the first six
months of 2002, and then on an annual basis thereafter or upon
the occurrence of an impairment indicator.

Deferred Taxes

We record a valuation allowance to reduce deferred tax assets
when it is more likely than not that some portion of the amount
may not be realized. During 2001, we determined that it was no
longer more likely than not that we would be able to realize all
or part of our net deferred tax asset in the future, and an adjust-
ment to the deferred tax asset was charged to income.

While we have considered future taxable income and ongoing
prudent and feasible tax planning strategies in assessing the need
for the valuation allowance, in the event we were to determine
that we would be able to realize our deferred tax assets in the
future, an adjustment to the deferred tax asset would increase
income in the period such determination was made.

Inventory

Inventories are valued at the lower of cost or market (“LCM”),
using the first-in, first-out method. In addition to LCM limitations,
we reserve against inventory items for estimated obsolescence or
unmarketable inventory. Our reserve for excess and obsolete inven-
tory is primarily based upon forecasted short-term demand for the
product and any change to the reserve arising from forecast revi-
sions is reflected in cost of sales in the period the revision is made.

R E S U LT S  O F  O P E R AT I O N S

The following table sets forth statements of operations data as
a percentage of net sales for the periods indicated:

Year Ended December 31,

1999 2000 2001

Net sales 100.0% 100.0% 100.0%
Cost of sales 57.8 51.9 103.5

Gross profit (loss) 42.2 48.1 (3.5)
Research and development expenses 22.6 23.1 44.5
Selling and administrative expenses 14.5 15.2 32.2
Restructuring and other charges (0.3) — 4.4
Asset impairment charges — — 12.3
Purchased in-process R&D — — 4.5

Operating income (loss) 5.4 9.8 (101.4)
Interest expense 0.3 0.2 0.8
Interest income 2.8 7.0 8.2
Impairment of investments — — 3.7
Other income (expense) — — —
Provision for litigation settlement 5.3 — —

Income (loss) before income taxes 2.6 16.6 (97.7)
Provision for income taxes 0.6 5.6 28.7

Net income (loss) 2.0% 11.0% (126.4)%

2 0 0 1  C O M PA R E D  T O  2 0 0 0

Net Sales. Net sales during 2001 decreased 50.8% to $84.8 mil-
lion, compared to $172.3 million for 2000. The decline in net sales
is due to the significant downturn in demand experienced across
each of the Company’s product lines. The wireless and broadband
markets were soft due to lower end-consumer demand compounded
by high component inventories at most of our customers.

Specifically, net sales of integrated circuits for cellular and
PCS applications decreased 57.9% during 2001 to $32.3 million 
from $76.5 million in 2000. The decrease was primarily due to
decreased demand for our multi-band, multi-mode power ampli-
fier integrated circuits used in wireless telephone handsets.

Sales of integrated circuits for cable and broadcast applications
decreased 44.2% during 2001 to $41.2 million from $74.0 million 
in 2000. The decrease was primarily due to decreased demand
for our integrated circuit reverse amplifiers and converters used
in digital set-top boxes, cable modems, and, to a lesser degree,
our integrated circuit line amplifiers used as repeaters in cable
television distribution networks.

Sales of integrated circuits for fiber optic telecommunications
and data communications (“fiber optic”) applications decreased
48.2% during 2001 to $11.3 million from $21.8 million in 2000.
Net sales for 2001 includes $5.5 million of Telcom’s sales since
its acquisition on April 2, 2001. The reduction in sales of inte-
grated circuits for fiber optic applications was primarily due to
lower capital spending in the fiber optic markets.

Generally, selling prices for same product sales were lower
during 2001 as compared to 2000.

Gross Margin (Loss). Gross margin (loss) for 2001 decreased
to (3.5)% of net sales, compared with 48.1% of net sales in the
prior year. The decline in gross margin results primarily from lower
net sales, lower production and consequent lower absorption of
fixed costs which had an impact of approximately $22 million.
Gross margin was also negatively impacted by the start-up and
ramp of HBT modules in the approximate amount of $8 million.
In addition to lower sales and absorption and module start-up
impacts, the decline in gross margin includes an additional 
$6.9 million of inventory charges in 2001. The decline was par-
tially offset by the inclusion of Telcom in the current year results.
The inventory charge primarily related to excess, slow-moving,
and obsolete inventories.

Research and Development. Company sponsored research and
development expense decreased 5.1% during 2001 to $37.8 million
from $39.8 million during 2000 primarily due to reduced project
materials spending. As a percentage of sales, research and develop-
ment expense increased to 44.5% in 2001 from 23.1% in 2000.

Purchased In-Process R&D. The Company expensed purchased
in-process research and development costs of $3.8 million as a
result of the Telcom acquisition on April 2, 2001. The charge rep-
resents the fair value of certain acquired research and development
projects that were determined to have not reached technological
feasibility and do not have alternative future uses.

Selling and Administrative. Selling and administrative expenses
increased 4.1% during 2001 to $27.3 million from $26.2 million
in 2000. The increase was due to the acquisition of Telcom and
its related expenses, including $2.7 million of intangibles amorti-
zation and its ongoing cost base ($1.0 million). The increase was
offset by a $2.6 million decrease in our historical cost base, notably
in consulting services, commissions, recruiting and relocation as
well as travel and entertainment. As a percentage of sales, selling
and administrative expenses increased to 32.2% in 2001 from
15.2% in 2000.

Restructuring and Other Charges. During 2001, the Company
recorded restructuring charges of $3.8 million, primarily for sev-
erance and related benefits costs of workforce reductions. The
workforce reductions eliminated approximately 109 positions
throughout the Company and $1.6 million of benefits were paid
through December 31, 2001, with the remainder anticipated to
be paid out in 2002.

Asset Impairment Charges. During 2001, the Company
recorded asset impairment charges of $10.4 million. The charges
reflect an impairment of certain manufacturing and research fixed
assets as they are surplus to the Company’s foreseeable operating
levels and research activities.

The anticipated annualized benefit from the asset impairment
and restructuring and other charges is expected to approximate
$14.8 million.
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Interest Income, Net. Net interest income decreased 40.1%
to $6.3 million during 2001 from $10.5 million during 2000.
The decrease was primarily due to lower balances of cash and
marketable securities, generally lower interest rates and, to a
lesser extent, interest expense arising on the issuance of our 5%
Convertible Senior Notes issued on November 27, 2001.

Other (Expense) Income. During the year ended December 31,
2000, the Company sold equipment resulting in a $1.3 million gain.

Impairment of Investments. In the year ended December 31,
2001, the Company recorded a $3.1 million charge for impair-
ment of investments for certain private-equity investments fol-
lowing an evaluation of the Company’s investments which
indicated that the carrying value of such investments exceeded
the estimated fair market values.

Provision for Income Taxes. During 2001, the Company
recorded a valuation allowance of $26.8 million against the car-
rying value of its deferred tax asset. Since realization of deferred
tax assets is dependent upon the timing and magnitude of future
taxable income prior to the expiration of the deferred tax attrib-
utes, management has recorded a full valuation allowance in 2001.

2 0 0 0  C O M PA R E D  T O  1 9 9 9

Net Sales. Net sales during 2000 increased 31% to $172.3 mil-
lion from $131.2 million in 1999.

Sales of integrated circuits for cellular and PCS wireless applica-
tions increased 26% in 2000 to $76.5 million from $60.8 million
in 1999 reflecting then existing strong demand for our dual-band
power amplifiers.

Sales of integrated circuits for cable and broadcast applications
increased 58% in 2000 to $74.0 million from $46.9 million in
1999. Sales in 1999 included $0.7 million in sales of low-noise-
block converter integrated circuits (production of which was
ceased during the third quarter of 1998). The increase in sales
was primarily attributable to increased demand for our integrated
circuit chip set, which is used in digital set-top converters and
cable modems; and increased demand for our integrated circuit
line amplifier, which is used as a repeater in hybrid cable televi-
sion distribution networks.

Sales of integrated circuits for fiber optic telecommunication
and data communication applications decreased 6% in 2000 to
$21.8 million from $23.3 million in 1999, reflecting decreased
demand for our transimpedance amplifiers for SONET applica-
tions, while increased demand resulted in higher sales of high
speed gigabit ethernet data communications applications. We
expect increased competition from internally sourced silicon inte-
grated circuits at certain of our customers for SONET OC-12 
and OC-24 fiber optic transimpedance amplifiers. Increased com-
petition could result in decreased prices of our integrated circuits
and/or reduced demand for our products. Sales of SONET OC-12
and OC-24 fiber optic transimpedance amplifiers were approxi-
mately $3.7 million during 2000.

Generally, selling prices for same product sales were lower
during 2000 compared to 1999.

Gross Margin. Gross margin during 2000 increased to 48.1%
from 42.2% in 1999. Excluding accelerated depreciation expense
of $5.3 million, gross margin was 46.2% during 1999. The accel-
erated depreciation expense was due to a reduction in the useful
lives of the fabrication facility equipment and leasehold improve-
ments with original lives ranging from five to twenty years that
were reduced to a life of nine months beginning October 1, 1998.
The reduction in estimated useful life followed our October 1998
decision to close our four-inch wafer fabrication facility.

The increase in gross margin during 2000 to 48.1% from 46.2%
(excluding the accelerated depreciation of $5.3 million) resulted

from leveraging fixed costs over higher sales and production levels
during 2000, and greater manufacturing efficiencies through cost
structure improvements that were put in place during the year.

Research and Development. ANADIGICS-funded research and
development expenses increased 34% during 2000 to $39.8 million
from $29.7 million in 1999. The increase was primarily attributa-
ble to increased headcount to support increased R&D activities;
increased research and development of integrated circuits for cellu-
lar and PCS, CATV, and fiber optic applications; and increased
research and development of new process technologies including
HBT. As a percent of sales, ANADIGICS-funded research and devel-
opment increased to 23.1% during 2000 from 22.6% in 1999.

Selling and Administrative. Selling and administrative expenses
increased 37% during 2000 to $26.2 million from $19.1 million
in 1999. The increase was primarily attributable to increases in
performance-related compensation costs, recruiting and reloca-
tion costs, consulting costs, and marketing costs. As a percentage
of sales, selling and administrative expenses increased to 15.2%
during 2000 from 14.5% in 1999.

Interest Income, Net. Net interest income increased 218%
during 2000 to $10.5 million from $3.3 million in 1999. The
increase in net interest income of $7.2 million was primarily due
to a higher amount of investments during 2000 as we invested
proceeds of $116.1 million (net of related expenses) from a com-
mon stock public offering completed on November 1, 1999.

Provision for Litigation Settlement. A provision for litigation
settlement of $6.9 million was recorded in the second quarter 
of 1999. The provision consisted of a settlement payment of
$11.8 million (offset by insurance proceeds of $5.3 million) and
$0.4 million of additional legal, settlement, notification and
court related fees.

Provision for Income Taxes. We recorded a provision for
income taxes during 2000 of $9.7 million, or 33.9% of income
before income taxes. The provision for income taxes primarily
consisted of federal and state income taxes of $10.6 million at
the respective statutory rates, which were partially offset by 
$0.9 million of research and experimentation tax credits.

L I Q U I D I T Y  A N D  S O U R C E S  O F  C A P I TA L

At December 31, 2001, we had $63.1 million of cash and cash
equivalents on hand and $137.0 million in marketable securities.
We had $100.2 million of interest-bearing debt outstanding as 
of December 31, 2001. These figures reflect our private offering
of $100 million aggregate principal amount of Convertible notes
due 2006, completed during November 2001.

Operations required $18.2 million in cash during 2001. Investing
activities, consisting primarily of net purchases of marketable secu-
rities of $66.7 million and purchases of equipment of $16.8 million,
consumed $111.4 million of cash during 2001. Financing activities
raised $97.6 million during 2001. Cash provided by financing activ-
ities primarily consisted of proceeds received from the issuance of
our Convertible notes in November 2001, net of related costs.

At December 31, 2001, we had purchase commitments of
approximately $1.1 million for equipment, furniture, and lease-
hold improvements for the first half of 2002.

We believe that our existing sources of capital, including inter-
nally generated funds, will be adequate to satisfy operational
needs and anticipated capital needs for the next twelve months
and beyond. Our anticipated capital needs may include acquisi-
tions of complimentary businesses or technologies, or invest-
ments in other companies. However, we may elect to finance all
or part of our future capital requirements through additional
equity or debt financing. There can be no assurance that such
additional financing would be available on satisfactory terms.
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The table below summarizes required cash payments as of
December 31, 2001:

Payments Due by Period

Contractual 1 Year 1–3 4–5 After 5
Obligations Total And Less Years Years Years

(In thousands)

Long-term debt $100,000 $ — $ — $100,000 $ —
Capital lease 

obligations 94 94 — — —
Operating leases 33,978 3,918 7,185 3,580 19,295
Unconditional 

purchase 
obligations 1,100 1,100 — — —

Total contractual 
cash obligations $135,172 $5,112 $7,185 $103,580 $19,295

The Company has an obligation to rent additional space at 
its headquarters, following the construction of the space. The addi-
tional space would require an annual base rent of $742 thou-
sand, plus escalators and the term would expire in December
2016. Construction, which is the responsibility of the landlord, 
a debtor in a Chapter 11 bankruptcy proceeding since December
2001, has not commenced. We cannot estimate when or if it
might commence.

In addition, contingent purchase consideration of up to 
$17 million may be payable to the former shareholders of Telcom
if certain sales and profit targets are reached over the twelve
months ending March 31, 2002. Based upon the operating per-
formance of Telcom through February 23, 2002, the Company
does not expect any payouts pursuant to this contingency.

I M PA C T  O F  R E C E N T LY  I S S U E D  A C C O U N T I N G  S TA N D A R D S

In June 2001, the FASB issued Statement of Financial Account-
ing Standards (“FAS”) No. 141 “Business Combinations” and
142 “Goodwill and Other Intangible Assets.” The statements will
be effective for fiscal years beginning after December 15, 2001.
Under the new rules, goodwill will no longer be subject to
amortization but will be reviewed for impairment annually 
or upon the occurrence of an impairment indicator. Other
intangible assets will continue to be amortized over their useful
lives. Management anticipates that upon adoption in 2002, the
annual amortization of goodwill that would have approximated
$2.6 million will no longer be required. The Company has not
yet determined the impact, if any, on its earnings or financial
position of the required impairment tests of goodwill.

In August 2001, the FASB issued Statement of Financial 

Accounting Standards No. 144 “Accounting for the Impairment
or Disposal of Long-Lived Assets.” This statement will be effective
for fiscal years beginning after December 15, 2001. This statement
establishes a single accounting model, based upon the framework
established in FAS 121, “Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to be Disposed Of,” for
long-lived assets to be disposed of by sale and to address signifi-
cant implementation issues. The Company does not expect the
impact of the adoption of this statement to have a material impact
on its financial position, results of operations and cash flows.

In July 2001, the Financial Accounting Standards Board
issued Statement No. 143, Accounting for “Asset Retirement
Obligations” (“FAS 143”). FAS 143 requires that asset retirement
obligations that are identifiable upon acquisition and construc-
tion, and during the operating life of a long-lived asset be
recorded as a liability using the present value of the estimated
cash flows. A corresponding amount would be capitalized as
part of the asset’s carrying amount and amortized to expense
over the asset’s useful life. The Company is required to adopt the
provisions of FAS 143 effective January 1, 2003. The Company 
is currently evaluating the impact of adoption of this statement.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to changes in interest rates primarily from our
investments in certain available-for-sale securities. Our available-
for-sale securities consist primarily of fixed income investments
(U.S. Treasury and Agency securities, commercial paper and cor-
porate bonds). We continually monitor our exposure to changes
in interest rates and credit ratings of issuers from our available-
for-sale securities. Accordingly, we believe that the effects of
changes in interest rates and credit ratings of issuers are limited
and would not have a material impact on our financial condition
or results of operations. However, it is possible that we are at
risk if interest rates or credit ratings of issuers change in an unfa-
vorable direction. The magnitude of any gain or loss will be a
function of the difference between the fixed rate of the financial
instrument and the market rate and our financial condition and
results of operations could be materially affected.

At December 31, 2001, we held marketable securities with an
estimated fair value of $136,993. Our primary interest rate expo-
sure results from changes in short-term interest rates. We do not
purchase financial instruments for trading or speculative purposes.
All of our marketable securities are classified as available-for-sale
securities. The following table provides information about our
marketable securities at December 31, 2001:
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Estimated Principal Amount and Weighted Average Stated Rate by Expected Maturity Value

2002 2003 2004 Total Fair Value

Principal (000’s) $54,460 $60,523 $18,371 $133,354 $136,993
Weighted Average Stated Rates 6.01% 5.87% 6.39% 6.00% —

Our Convertible notes bear a fixed rate of interest of 5%. A
change in interest rates on long-term debt is assumed to impact
fair value but not earnings or cash flow because the interest rate
is fixed.

The stated rates of interest expressed in the above table may
not approximate the actual yield of the securities which we cur-
rently hold since we have purchased some of our marketable secu-
rities at other than face value. Additionally, some of the securities
represented in the above table may be called or redeemed, at the
option of the issuer, prior to their expected due dates. If such
early redemptions occur, we may reinvest the proceeds realized

on such calls or redemptions in marketable securities with stated
rates of interest or yields that are lower than those of current
holdings, affecting both future cash interest streams and future
earnings. In addition to investments in marketable securities, we
place some of our cash in money market funds in order to keep
cash available to fund operations and to hold cash pending
investments in marketable securities. Fluctuations in short-term
interest rates will affect the yield on monies invested in such
money market funds. Such fluctuations can have an impact on
our future cash interest streams and future earnings, but the
impact of such fluctuations are not expected to be material.



December 31,

2000 2001

A S S E T S

Current assets:
Cash and cash equivalents $ 95,116 $ 63,102
Marketable securities 53,254 55,364
Accounts receivable, net of allowance for doubtful accounts of 

$275 and $715 in 2000 and 2001, respectively 21,794 10,200
Inventories 22,969 14,661
Prepaid expenses and other current assets 3,475 6,635
Deferred taxes 3,035 —

Total current assets 199,643 149,962
Marketable securities 17,791 81,629
Plant and equipment:

Equipment and furniture 137,819 127,903
Leasehold improvements 32,767 34,207
Projects in process 19,083 17,702

189,669 179,812
Less accumulated depreciation and amortization 83,034 89,329

106,635 90,483
Goodwill and other intangibles, net of accumulated amortization of $2,736 — 19,443
Deferred taxes 23,102 —
Other assets 5,302 5,397

$352,473 $ 346,914

L I A B I L I T I E S  A N D  S T O C K H O L D E R S ’  E Q U I T Y

Current liabilities:
Accounts payable $ 10,985 $ 9,115
Accrued liabilities 6,824 6,549
Current maturities of capital lease obligations 250 94
Accrued restructuring costs 597 1,898
Current maturities of long-term debt 1,000 244

Total current liabilities 19,656 17,900
Long-term debt, less current portion 2,000 100,000
Other long-term liabilities 1,985 2,378
Commitments and contingencies
Stockholders’ equity:

Preferred stock, $0.01 par value, 5,000,000 shares authorized, 
none issued or outstanding

Common stock, convertible, non-voting, $0.01 par value, 1,000,000 
shares authorized, none issued or outstanding

Common stock, $0.01 par value, 144,000,000 shares authorized at 
December 31, 2000 and 2001, and 30,027,760 and 30,568,761 issued 
and outstanding at December 31, 2000 and 2001, respectively 300 306

Additional paid-in capital 329,362 333,860
Accumulated deficit (1,118) (108,238)
Accumulated other comprehensive income 288 708

Total stockholders’ equity 328,832 226,636

$352,473 $ 346,914

See accompanying notes.

ANADIGICS INC.

Consolidated Balance Sheets
(Dollars in thousands, except share and per share amounts)
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Year Ended December 31,

1999 2000 2001

Net sales $131,159 $172,268 $ 84,765
Cost of sales 75,820 89,471 87,697

Gross profit (loss) 55,339 82,797 (2,932)
Research and development expenses 29,658 39,799 37,764
Selling and administrative expenses 19,092 26,202 27,282
Restructuring and other charges (441) — 3,775
Asset impairment charges — — 10,433
Purchased in-process R&D — — 3,800

48,309 66,001 83,054

Operating income (loss) 7,030 16,796 (85,986)
Other income (expense) 25 1,279 (39)
Interest income, net 3,268 10,521 6,304
Impairment of investments — — 3,061
Provision for litigation settlement 6,925 — —

Income (loss) before income taxes 3,398 28,596 (82,782)
Provision for income taxes 810 9,704 24,338

Net income (loss) $ 2,588 $ 18,892 $(107,120)

Basic earnings (loss) per share $ 0.11 $ 0.64 $ (3.54)

Weighted average common shares outstanding 23,602,799 29,712,879 30,248,476

Diluted earnings (loss) per share $ 0.10 $ 0.60 $ (3.54)

Weighted average common and dilutive securities outstanding 25,203,882 31,519,889 30,248,476

ANADIGICS INC.

Consolidated Statements of Comprehensive Income
(Dollars in thousands)

Year Ended December 31,

1999 2000 2001

Net income (loss) $ 2,588 $ 18,892 $(107,120)
Other comprehensive income (loss):

Unrealized (loss) gain on marketable securities (169) 327 560
Foreign currency translation adjustment — 87 (110)

Reclassification adjustment:
Net realized gain previously included in other comprehensive income — — (30)

Comprehensive income (loss) $ 2,419 $ 19,306 $(106,700)

See accompanying notes.

ANADIGICS INC.

Consolidated Statements of Operations
(Dollars in thousands, except share and per share amounts)
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Accumulated
Additional Other Total

Common Stock Paid-In Accumulated Comprehensive Stockholders’
Shares Amount Capital Deficit Income (Loss) Equity

Balance, December 31, 1998 22,184 $222 $160,141 $ (22,598) $ 43 $ 137,808
Stock options exercised 1,185 12 12,679 12,691
Shares issued under employee stock 

purchase plan 166 2 1,110 1,112
Tax effect of stock options exercised 5,626 5,626
Unrealized losses on marketable securities (169) (169)
Issuance of common stock in public 

offering, net of expenses 5,309 53 116,077 116,130
Stock-based compensation 335 335
Warrants for services provided 18 528 528
Net income 2,588 2,588

Balance, December 31, 1999 28,862 289 296,496 (20,010) (126) 276,649
Stock options exercised 1,046 10 10,545 10,555
Shares issued under employee stock 

purchase plan 65 1 893 894
Tax effect of stock options exercised 20,590 20,590
Unrealized gains on marketable securities 327 327
Issuance of common stock in public 

offering, net of expenses (24) (24)
Shares issued for warrants exercised 55 862 862
Foreign currency translation adjustment 87 87
Net income 18,892 18,892

Balance, December 31, 2000 30,028 300 329,362 (1,118) 288 328,832
Stock options exercised 420 5 3,036 3,041
Shares issued under employee stock 

purchase plan 113 1 1,462 1,463
Unrealized gains on marketable securities 560 560
Shares issued for warrants exercised 8
Foreign currency translation adjustment (110) (110)
Net realized gain previously included in 

other comprehensive income (30) (30)
Net income (107,120) (107,120)

Balance, December 31, 2001 30,569 $306 $333,860 $(108,238) $ 708 $ 226,636

See accompanying notes.

ANADIGICS INC.

Consolidated Statements of Stockholders’ Equity
(Shares and dollars in thousands)
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Year Ended December 31,

1999 2000 2001

C A S H  F L O W S  F R O M  O P E R AT I N G  A C T I V I T I E S

Net income (loss) $ 2,588 $ 18,892 $(107,120)
Adjustments to reconcile net income (loss) to net cash provided by 

(used in) operating activities:
Depreciation 21,895 22,069 24,489
Amortization 289 231 3,019
Amortization of premium (discount) on marketable securities (41) (752) 1,287
Impairments of long-lived assets and investments — — 14,577
Purchased in-process R&D — — 3,800
Deferred taxes 639 6,178 24,306
Tax benefit realized from stock option transactions — 3,562 —
Stock-based compensation 335 — —
Warrants for services provided 528 — —
(Gain) loss on sale of equipment — (1,279) 39
Provision for litigation settlement 6,436 (6,436) —

Changes in operating assets and liabilities:
Accounts receivable (13,303) 3,357 12,847
Inventory (1,605) (12,635) 9,601
Prepaid expenses and other assets (1,476) (3,905) (3,765)
Accounts payable 9,763 (4,916) (2,256)
Accrued and other liabilities 4,375 377 955

Net cash provided by (used in) operating activities 30,423 24,743 (18,221)
C A S H  F L O W S  F R O M  I N V E S T I N G  A C T I V I T I E S

Purchases of plant and equipment (29,645) (43,564) (16,845)
Purchases of marketable securities (26,403) (77,381) (157,691)
Proceeds from sales of marketable securities 22,828 29,271 90,985
Purchase of Telcom Devices, net of cash acquired — — (27,927)
Proceeds from sale of equipment — 1,358 45

Net cash used in investing activities (33,220) (90,316) (111,433)
C A S H  F L O W S  F R O M  F I N A N C I N G  A C T I V I T I E S

Payments of obligations under capital leases (229) (493) (404)
Repayments of long-term debt (1,000) (1,000) (3,385)
Proceeds from issuance of long-term debt net of offering costs — — 96,925
Issuances of common stock, net of related expenses 129,934 12,287 4,504

Net cash provided by financing activities 128,705 10,794 97,640

Net increase (decrease) in cash and cash equivalents 125,908 (54,779) (32,014)
Cash and cash equivalents at beginning of period 23,987 149,895 95,116

Cash and cash equivalents at end of period $149,895 $ 95,116 $ 63,102

Supplemental disclosures of cash flow information:
Interest paid $ 368 $ 300 $ 131
Taxes paid 225 46 45
Tax benefit of stock options exercised 5,626 20,590 —
Acquisition of equipment under capital lease — 560 248

See accompanying notes.

ANADIGICS INC.

Consolidated Statements of Cash Flows
(Dollars in thousands)
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1 .  S U M M A R Y  O F  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S

Nature of Operations and Basis of Presentation

ANADIGICS, Inc. (the “Company”) is a leading supplier of
radio frequency (“RF”)/microwave integrated circuit solutions
for the communications industry. The Company’s products are
used to send and receive signals in a variety of broadband and
wireless communications applications. In the broadband mar-
kets, the focus is on applications for cable subscriber products,
cable infrastructure systems, and fiber optic communications sys-
tems. In the wireless market, the Company’s efforts are focused
on applications for cellular and personal communication systems
(“PCS”) handsets.

The Company designs, develops and manufactures radio 
frequency integrated circuit solutions primarily using gallium
arsenide (“GaAs”) semiconductor material with either Metal
Semiconductor Field Effect Transistor (MESFET), Pseudomor-
phic High Electron Mobility Transistor (PHEMT) or Hetero-
junction Bipolar Transistor (HBT) process technology. The
Company manufactures its integrated circuits in its six-inch 
analog GaAs wafer fabrication facility. GaAs offers certain
advantages in RF/microwave applications including the 
integration of numerous RF/microwave functions, which cannot
be easily integrated in silicon-based circuits. The Company’s 
high frequency integrated circuits enable manufacturers of 
communications equipment to enhance overall system perform-
ance and reduce manufacturing cost and time to market.

The consolidated financial statements include the accounts
of ANADIGICS, Inc. and its wholly owned subsidiaries. All 

significant inter-company accounts and transactions have been
eliminated in consolidation.

Concentration of Credit Risk

The Company grants trade credit to its customers, who are
primarily foreign manufacturers of wireless communication
devices, cable and broadcast television receivers and fiber optic
communication devices. The Company performs periodic credit
evaluations of its customers and generally does not require col-
lateral. Accounts receivable from customers are denominated in
U.S. dollars. The Company has not experienced significant losses
related to receivables from individual customers.

Approximately 68% of the Company’s net sales in 1999 
were to two customers, Ericsson and Motorola, who individu-
ally accounted for 47% and 21%, respectively, of net sales.
Approximately 70% of the Company’s net sales in 2000 were 
to two customers, Ericsson and Motorola, who individually
accounted for 44% and 26%, respectively, of net sales. Approx-
imately 69% of the Company’s net sales in 2001 were to three
customers, Motorola, Ericsson and Kyocera, who individually
accounted for 32%, 25% and 11%, respectively, of net sales.
Accounts receivable from these customers accounted for 53%
and 76% of total accounts receivable at December 31, 2000 and
2001, respectively. Sales figures for 1999 reflect changes due to
the merger in 2000 between Motorola and General Instrument.
Net sales to individual customers who accounted for 10% or
more of the Company’s total net sales and corresponding end
application information are as follows:

ANADIGICS INC.

Notes to Consolidated Financial Statements
(Dollars in thousands, except share and per share amounts)
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Year Ended December 31,

1999 Application 2000 Application 2001 Application

Largest customer $61,677 Wireless $76,193 Wireless $27,387 CATV
Second largest customer 27,147 CATV 44,719 CATV 21,401 Wireless
Third largest customer <10% <10% 9,620 Wireless

Use of Estimates

The preparation of financial statements in conformity with
accounting principles generally accepted in the United States
requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of con-
tingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.
Significant estimates that affect the financial statements include, but
are not limited to: recoverability of inventories, useful lives and
amortization periods and recoverability of long-lived assets.

Revenue Recognition

Production revenue is recorded when products are shipped to
customers pursuant to a purchase order. The Company charges
customers for the costs of certain contractually-committed inven-
tories that remain at the end of a product’s life. Cancellation rev-
enue is recognized when cash is received.

Warranty Costs

The Company provides, by a current charge to income, an
amount it estimates, by examining historical returns and other
information it deems critical, will be needed to cover future war-
ranty obligations for products sold during the year. The accrued
liability for warranty costs is included in Accrued liabilities in
the consolidated balance sheets.

Computer Software Developed or Obtained for Internal Use

All direct internal and external costs incurred in connection
with the application development stage of software for internal
use are capitalized. All other costs associated with internal use
software are expensed when incurred. Amounts capitalized are
amortized on a straight-line basis over three years.

Plant and Equipment

Plant and equipment are stated at cost. Depreciation of plant,
furniture and equipment has been provided on the straight-line
method over 3–5 years.

The cost of equipment acquired under capital leases was
$11,867 and $11,627 at December 31, 2000 and 2001, respec-
tively, and accumulated amortization was $11,504 and $11,489
at December 31, 2000 and 2001, respectively. Equipment acquired
under a capital lease is amortized over the useful life of the
leased equipment or the life of the lease, whichever is shorter.

Goodwill and Other Intangibles

Goodwill, process technology and a covenant not to compete
recorded upon acquisitions are amortized using the straight-line
method over seven, five and two years, respectively. The carrying
amounts are reviewed on a regular basis for any signs of an
impairment. The Company determines if the carrying amount is
impaired based on anticipated undiscounted cash flows. In the
event of impairment, a loss is recognized based on the amount



by which the carrying amount exceeds the fair value of the asset.
Fair value is determined primarily using the anticipated cash flows,
discounted at a rate commensurate with the associated risk.

Income Taxes

Deferred income taxes reflect the net effects of temporary dif-
ferences between the carrying amount of assets and liabilities for
financial reporting purposes and the income tax basis of such
assets and liabilities.

Research and Development Costs

The Company charges all research and development costs asso-
ciated with the development of new products to expense when
incurred. Engineering and design costs related to customer-funded
research and development contracts are classified as cost of sales.

In-Process Research and Development

In the event of an acquisition, the Company will calculate the
fair value of in-process research and development projects, based
upon discounted cash flows, estimated by management of future
revenues and expected profitability of the related technology.
The rate used to discount the projected future cash flows
accounts for the time value of money, as well as the risks of real-
ization of the cash flows. Management will record a charge to
earnings where projects are determined to have not reached tech-
nological feasibility and do not have alternative uses.

Cash Equivalents

The Company considers all highly liquid marketable securities
with an original maturity of three months or less as cash equivalents.

Marketable Securities

Available-for-sale securities are stated at fair value, as deter-
mined by quoted market prices, with unrealized gains and losses
reported in other accumulated comprehensive income or loss.
The cost of securities sold is based upon the specific identifica-
tion method. The amortized cost of debt securities is adjusted for
amortization of premium and accretion of discounts to maturity.
Such amortization, realized gains and losses, interest and divi-
dends are included in interest income.

Foreign Currency Translation

The financial statements of subsidiaries outside of the United
Sates are measured using the local currency as the functional
currency. Assets and liabilities of these subsidiaries are translated
at the rates of exchange at the balance sheet date. The resultant
translation adjustments are included in other accumulated com-
prehensive income or loss. Income and expense items are trans-
lated at the average monthly rates of exchange. Gains and losses
from foreign currency transactions of these subsidiaries are
included in the determination of net income or loss.

Stock-Based Compensation

As permitted by FASB Statement No. 123, “Accounting for
Stock-Based Compensation” (FASB 123), the Company has
elected to follow Accounting Principle Board Opinion No. 25,
“Accounting for Stock Issued to Employees” (APB 25) and
related interpretations in accounting for its employee stock
option plans. Under APB 25, no compensation expense is recog-
nized at the time of option grant when the exercise price of the
Company’s employee stock options equals the fair market value
of the underlying common stock on the date of grant.

Impairment of Long-Lived Assets

The Company records impairment losses on long-lived assets
used in operations or expected to be disposed when events and
circumstances indicate that the undiscounted cash flows esti-
mated to be generated by these assets is less than the carrying
amounts of these assets.

Earnings Per Share

Basic and diluted earnings per share are calculated in accor-
dance with FASB Statement No. 128, “Earnings Per Share.”
Basic earnings per share is computed by dividing net income by
the weighted average number of common shares outstanding
during the period. Diluted earnings per share reflects the poten-
tial dilution that could occur if stock options and other commit-
ments to issue common stock were exercised resulting in the
issuance of common stock of the Company. For all periods pre-
sented, share and per share data has been restated to reflect a
three-for-two stock split, the shares for which were distributed on
February 29, 2000 to holders of record on February 10, 2000.

Fair Value of Financial Instruments

The fair value of a financial instrument is the amount at
which the instrument could be exchanged in a current transac-
tion between willing parties.

The fair value of each of the following instruments approxi-
mates their carrying value because of the short maturity of these
instruments: cash and cash equivalents, accounts receivable,
accounts payable and accrued liabilities. The carrying values of
capital lease obligations and long-term debt approximate fair
value since the related interest rates approximate rates currently
available to the Company.

Impact of Recently Issued Accounting Standards

In June 2001, the FASB issued Statement of Financial Account-
ing Standards (“FAS”) No. 141 “Business Combinations” and
142 “Goodwill and Other Intangible Assets.” The statements will
be effective for fiscal years beginning after December 15, 2001.
Under the new rules, goodwill will no longer be subject to amorti-
zation but will be reviewed for potential impairment annually or
upon the occurrence of an impairment indicator. Other intangi-
ble assets will continue to be amortized over their useful lives.
Management anticipates that upon adoption in 2002, the annual
amortization of goodwill that would have approximated $2.6 mil-
lion will no longer be required. The Company has not yet deter-
mined the impact, if any, on its earnings or financial position of
the required impairment tests of goodwill.

In August 2001, the FASB issued Statement of Financial
Accounting Standards No. 144 “Accounting for the Impairment
or Disposal of Long-Lived Assets.” This statement will be effec-
tive for fiscal years beginning after December 15, 2001. This
statement establishes a single accounting model, based upon the
framework established in FAS 121, “Accounting for the Impair-
ment of Long-Lived Assets and for Long-Lived Assets to be
Disposed Of,” for long-lived assets to be disposed of by sale and
to address significant implementation issues. The Company does
not expect the impact of the adoption of this statement to have 
a material impact on its financial position, results of operations
and cash flows.

In July 2001, the Financial Accounting Standards Board
issued Statement No. 143, “Accounting for Asset Retirement
Obligations” (“FAS 143”). FAS 143 requires that asset retirement
obligations that are identifiable upon acquisition and construc-
tion, and during the operating life of a long-lived asset be
recorded as a liability using the present value of the estimated
cash flows. A corresponding amount would be capitalized as
part of the asset’s carrying amount and amortized to expense
over the asset’s useful life. The Company is required to adopt the
provisions of FAS 143 effective January 1, 2003. The Company 
is currently evaluating the impact of adoption of this statement.

Reclassifications

Certain prior year amounts have been reclassified to conform
to the current year presentation.
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2 .  A C Q U I S I T I O N  O F  T E L C O M  D E V I C E S

On April 2, 2001, ANADIGICS, Inc. acquired Telcom Devices
Corp. (“Telcom”), a manufacturer of indium phosphide based
photodiodes for the telecommunications and data communica-
tions markets. The acquisition was accounted for using the pur-
chase method of accounting. The results of operations of Telcom
are included in the Company’s consolidated results of operations
from the date of purchase. There are no significant differences
between the accounting policies of ANADIGICS and Telcom.

The cash consideration paid on April 2, 2001, for 100% of
Telcom’s stock was $28,000. In addition, the Company incurred
$300 in acquisition-related costs. The total purchase price of
$28,300 was allocated to the assets acquired and liabilities
assumed, based on their fair values (as determined by an appraisal)
as follows:

Fair value of tangible assets $ 5,522
Fair value of liabilities assumed (1,369)
In-process research and development 3,800
Process technology 3,400
Covenant not to compete 800
Deferred tax liability (1,831)
Goodwill 17,978

Total purchase price $28,300

In addition, contingent purchase consideration of up to
$17,000 may be payable if certain sales and profit targets are
reached over the twelve months ending March 31, 2002. Any
payments of contingent purchase consideration would increase
the goodwill attributed to Telcom. Based upon the operating per-
formance of Telcom through February 23, 2002, the Company
does not expect any payouts pursuant to this contingency.

The process technology, covenant not to compete and goodwill
were being amortized using the straight-line method over their
respective estimated useful lives, which range from two to seven
years. The Company recorded a charge of $3,800 representing the
fair value of certain acquired research and development projects
relating to 40 GB/s photodiode and autobondable and auto eutec-
tic bonding that were determined to have not reached technological
feasibility and do not have alternative future uses. The fair value of
such projects was determined based on discounted net cash flows.
These cash flows were based on management’s estimates of future
revenues and expected profitability of each technology. The rate
used to discount these projected cash flows accounted for the time
value of money, as well as the risks of realization of the cash flows.

The following unaudited pro forma consolidated financial
information reflects the results of operations for the twelve
months ended December 31, 2001 and 2000, as if the acquisi-
tion of Telcom had occurred on December 31, 1999 and after
giving effect to purchase accounting adjustments. The charge for
purchased in-process R&D is not included in the pro forma
results, because it is non-recurring.

Year Ended December 31

2000 2001

Pro forma revenue $181,177 $ 87,245
Pro forma net (loss) income $ 16,393 $(106,313)
Pro forma net (loss) income per share

Basic $ 0.55 $ (3.51)
Diluted $ 0.52 $ (3.51)

These pro forma results have been prepared for comparative
purposes only and do not purport to be indicative of what operat-
ing results would have been had the acquisition actually taken
place on December 31, 1999. In addition, these results are not
intended to be a projection of future results and do not reflect any
synergies that might be achieved from the combined operations.

3 .  S E G M E N T S

The Company operates in one segment. Its integrated circuits
are primarily manufactured using common manufacturing facili-
ties located in the same geographic area. All operating expenses
and assets of the Company are combined and reviewed by the
chief operating decision maker on an enterprise-wide basis, result-
ing in no additional discrete financial information or reportable
segment information.

The Company classifies its revenues based upon the end appli-
cation of the product in which its integrated circuits are used.
Net sales by end application are regularly reviewed by the chief
operating decision maker and are as follows:

Year Ended December 31,

1999 2000 2001

Cellular and PCS Applications $ 60,843 $ 76,523 $32,250
CATV Applications 46,881 73,960 41,238
Fiber Optic Applications 23,290 21,785 11,277
Engineering Service Sales 145 — —

Total $131,159 $172,268 $84,765

The Company primarily sells to four geographic regions:
Europe, Asia, U.S.A. and Canada, and Latin America. The geo-
graphic region is determined based on shipping addresses, not 
on the locations of the ultimate users. Net sales to each of the
four geographic regions are as follows:

Year Ended December 31,

1999 2000 2001

Europe $ 30,161 $ 32,964 $ 8,976
Asia 31,681 40,464 27,408
U.S.A. and Canada 51,605 69,181 30,955
Latin America 17,712 29,659 17,426

Total $131,159 $172,268 $84,765

4 .  L O N G - T E R M  D E B T

On November 27, 2001, the Company issued $100,000
aggregate principal amount of 5% Convertible Senior Notes
(“Convertible notes”) due November 15, 2006. The notes are
convertible into shares of common stock at any time prior to
their maturity or prior redemption by the Company. The notes
are convertible into shares of common stock at a rate of 47.619
shares for each $1,000 principal amount (convertible at a price
of $21.00 per share), subject to adjustment. Interest is payable
semi-annually on May 15 and November 15 of each year.

ANADIGICS has the option to redeem all or a portion of 
the notes at a redemption price of 102% of the principal 
amount during the period from November 15, 2004 through
November 14, 2005 and at a redemption price of 101% of the
principal amount during the period from November 15, 2005 
to November 14, 2006. In the event of a change in control, as
defined, note-holders may require the Company to repurchase
the note at 100% of the principal amount. In the event of a
change in control, the Company, in certain circumstances, may
elect to repay the notes in common stock valued at 95% of the
average of the closing prices of the Company’s common stock
for the five days immediately preceding and including the third
trading day prior to the repurchase.

At December 31, 2001, the fair value of the notes, estimated
based upon dealer quotes, was approximately $96,688. Debt
issuance costs of $3,075 consisting principally of underwriters’
fees were included in other assets and are being amortized over
the life of the convertible notes.

During 2001, the Company repaid the $3,000 amount out-
standing and cancelled its then existing revolving credit and
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long-term debt facility. The facility required interest at a rate of
LIBOR plus 1.75%. At December 31, 2000, the LIBOR rate was
6.66%. At the same time, the Company liquidated the interest
rate swap agreement affiliated with this debt. The facility, which
had carried commitment fees and certain restrictive covenants, is
now entirely cancelled.

5 .  C O M M I T M E N T S  A N D  C O N T I N G E N C I E S

The Company leases manufacturing, warehousing and office
space and manufacturing equipment under noncancelable oper-
ating leases that expire through 2016. The Company also leases
certain equipment under capital leases that expire in 2002. Rent
expense was $3,441, $3,651 and $3,946 in 1999, 2000 and
2001, respectively. The future minimum lease payments under
the noncancelable operating leases and the present value of the
minimum capital lease payments are as follows:

Capital Operating
Year Leases Leases

2002 $94 $ 3,918
2003 3,739
2004 3,446
2005 2,095
2006 1,485
Thereafter 19,295

Total minimum lease payments 94 $33,978

Less amount representing interest —

Present value of net minimum lease payments $94

The lessor on the lease for the Company’s headquarters build-
ing in Warren, New Jersey, is currently the debtor in a Chapter 11
bankruptcy proceeding commenced in December 2001. During the
fourth quarter of 2001, the Company recognized a non-recurring
charge relating to this proceeding. The Company has an obligation
to rent additional space at its headquarters, following the construc-
tion of the space. The additional space would require an annual
base rent of $742, plus escalators and the term would expire in
December 2016. Construction, which is the responsibility of the
landlord which is currently the debtor in a Chapter 11 bankruptcy
proceeding commenced in December 2001, has not commenced
and we cannot estimate when or if it might commence.

In addition to the above, at December 31, 2001, the Company
had purchase commitments of approximately $1,100 for equip-
ment, furniture, and leasehold improvements.

ANADIGICS is a party to litigation arising out of the opera-
tion of our business. We believe that the ultimate resolution of
such litigation should not have a material adverse effect on our
financial condition, results of operations or liquidity.

6 .  I N V E N T O R I E S

Inventories are stated at the lower of cost (first-in, first-out
method) or market. Inventories consist of the following:

December 31,

2000 2001

Raw materials $ 5,526 $ 6,095
Work in process 14,329 8,963
Finished goods 8,942 8,105

28,797 23,163
Reserves (5,828) (8,502)

Total $22,969 $14,661

7 .  M A R K E TA B L E  S E C U R I T I E S

The following is a summary of available-for-sale securities:

Available-for-Sale Securities

Gross Estimated
Unrealized Fair

Cost Gains Value

U.S. Treasury and 
Agency Securities $ 8,382 $ 64 $ 8,446

U.S. Corporate Securities 62,462 137 62,599

Total at December 31, 2000 $70,844 $201 $ 71,045

U.S. Treasury and 
Agency Securities $ 16,843 $ 83 $ 16,926

U.S. Corporate Securities 119,419 648 120,067

Total at December 31, 2001 $136,262 $731 $136,993

The amortized cost and estimated fair value of debt and mar-
ketable equity securities at December 31, 2001, by contractual
maturity, are shown below. Expected maturities may differ from
contractual maturities because the issuers of the securities may
have the right to prepay obligations without prepayment penalties.

Available-for-Sale Securities

Estimated
Fair

Cost Value

Due in one year or less $ 54,873 $ 55,364
Due after one year through three years 81,389 81,629

Total $136,262 $136,993

8 .  A C C R U E D  L I A B I L I T I E S

Accrued liabilities consist of the following:
December 31,

2000 2001

Accrued compensation $4,670 $3,996
Warranty reserve 403 960
Other 1,751 1,593

Total $6,824 $6,549

9 .  I N C O M E  TA X E S

The components of the provision (benefit) for income taxes
are as follows:

Year Ended December 31,

1999 2000 2001

Current provision:
Federal $171 $3,223 $ —
State and foreign — 303 —

Deferred provision:
Federal 468 5,263 22,924
State 171 915 1,414

Total $810 $9,704 $24,338

During 2001, the Company recorded a valuation allowance 
of $26,814 against the carrying value of its deferred tax asset.
Deferred tax assets require a valuation allowance when, in the
opinion of management, it is more likely than not that some por-
tion of the deferred tax assets may not be realized. Whereas real-
ization of the deferred tax assets is dependent upon the timing
and magnitude of future taxable income prior to the expiration
of the deferred tax attributes, management has recorded a full
valuation allowance. The amount of the deferred tax assets con-
sidered realizable, however, could change if estimates of future
taxable income during the carryforward period are changed.
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Significant components of the Company’s net deferred taxes
as of December 31, 2000 and 2001 are as follows:

December 31,

2000 2001

Deferred tax balances
Accruals/reserves $ 3,035 $ 6,713
Net operating loss carryforwards 22,605 47,408
General business and research and 

development credits 2,928 3,594
Deferred rent expense 759 910
Difference in basis of plant and equipment (3,190) (978)
Other — 22
Valuation reserve — (57,669)

Net deferred tax assets 26,137 —

Current $ 3,035 $ —
Long-term $23,102 $ —

As of December 31, 2001, the Company had net operating
loss carryforwards of approximately $140,000 for both federal
and state tax reporting purposes. The federal carryforward will
begin to expire in 2018, and the state carryforwards will begin
to expire in 2005.

The reconciliation of income tax expense computed at the
U.S. federal statutory rate to the provision (benefit) for income
taxes is as follows:

Year Ended December 31,

1999 2000 2001

Tax at U.S. 
statutory rate $1,189 35.0% $10,009 35.0% $(28,956) (35.0)%

State and foreign 
tax expense 
(benefit), net of 
federal tax effect 111 3.3 801 2.8 (2,640) (3.2)

Research and 
experimentation 
tax credits (500) (14.7) (892) (3.1) (666) (0.8)

Change in 
valuation 
allowance — — — — 56,223 67.9

Other 10 0.2 (214) (0.8) 377 0.5

Provision (benefit) 
for income taxes $ 810 23.8% $ 9,704 33.9% $ 24,338 29.4%

1 0 .  S T O C K H O L D E R S ’  E Q U I T Y

The Company had warrants outstanding, which entitled the
holder to purchase 22,500 shares of common stock at an exer-
cise price of $6.92 per share. During 1999, a charge of $528
relating to these warrants, which were issued to a third party in
connection with services provided, was recorded and included
in selling and administrative expenses in the consolidated state-
ment of operations. Warrants to purchase 10,000 shares were
exercised in 2000. During 2001, the remaining warrants were
exercised via a cashless exercise which resulted in the issuance
of 7,592 shares of common stock and the surrender of the
remaining warrants.

The Company had additional warrants outstanding which
entitled the holder to purchase 45,000 shares of common stock
at exercise prices ranging from $9.00 to $32.17 per share. During
2000, warrants to purchase all 45,000 shares were exercised at
an average exercise price of $17.65.

On December 17, 1998, the Company adopted a Shareholders’
Rights Agreement (the “Agreement”). Pursuant to the Agreement, as
amended on November 30, 2000, rights were distributed as a divi-
dend at the rate of one right for each share of ANADIGICS, Inc.
common stock, par value $0.01 per share, held by stockholders
of record as of the close of business on December 31, 1998. The
rights will expire on December 17, 2008, unless earlier redeemed
or exchanged. Under the Agreement, each right will entitle the
registered holder to buy one one-thousandth of a share of Series A
Junior Participating Preferred Stock at a price of $75.00 per one
one-thousandth of a share, subject to adjustment in accordance with
the Agreement. The rights will become exercisable only if a person
or group of affiliated or associated persons acquires, or obtains
the right to acquire, beneficial ownership of ANADIGICS, Inc.
common stock or other voting securities that have 18% or more
of the voting power of the outstanding shares of voting stock, 
or upon the commencement or announcement of an intention 
to make a tender offer or exchange offer, the consummation of
which would result in such person or group acquiring, or obtain-
ing the right to acquire, beneficial ownership of 18% or more of
the voting power of ANADIGICS, Inc. common stock or other
voting securities.

1 1 .  E M P L O Y E E  B E N E F I T  P L A N S

In 1995, the Company adopted an employee stock purchase
plan (“ESP Plan”) under Section 423 of the Internal Revenue
Code. All full-time employees of ANADIGICS, Inc. and part-time
employees, as defined in the ESP Plan, are eligible to participate
in the ESP Plan. An aggregate of 843,750 shares of common
stock are reserved for offering under the ESP Plan. Offerings are
made at the commencement of each calendar year and must be
purchased by the end of that calendar year. In 1999, 165,920
shares of common stock were purchased at a price of $6.69 per
share, pursuant to the terms of the ESP Plan. In 2000, 64,573
shares of common stock were purchased at a price of $13.84 per
share, pursuant to the terms of the ESP Plan. During 2001,
113,157 shares of common stock were purchased at a price of
$12.93 per share, pursuant to the terms of the ESP Plan.

Certain executives and key employees have been granted
options to purchase shares of common stock under stock option
plans adopted in 1994, 1995 and 1997. An aggregate of
489,130, 4,912,500 and 5,100,000 shares of common stock
were reserved for issuance under the 1994 Long-Term Incentive
Share and Award Plan, the 1995 Long-Term Incentive Share
Award Plan and the 1997 Long-Term Incentive and Share Award
Plan for Employees (the “Plans”), respectively. The Plans provide
for the granting of stock options, stock appreciation rights,
restricted shares, or other share based awards to eligible employ-
ees and directors, as defined in the Plans. Options granted under
the Plans become exercisable in varying amounts over periods 
of up to three years. To date, no stock appreciation rights or
restricted shares have been granted under the Plans.
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A summary of the Company’s stock option activity, and related information for the years ended December 31, 1999, 2000 and
2001 are as follows:

1999 2000 2001

Common Weighted Common Weighted Common Weighted
Stock Average Stock Average Stock Average

Options Exercise Price Options Exercise Price Options Exercise Price

Outstanding at beginning of year 5,193,199 $ 9.59 5,657,619 $15.96 5,841,531 $18.27
Granted 1,847,667 29.84 1,612,525 22.66 1,645,608 14.64
Exercised (1,185,308) 10.57 (1,046,053) 10.14 (420,252) 7.23
Forfeited (197,939) 10.89 (382,560) 24.81 (783,255) 22.84

Outstanding at end of year 5,657,619 15.96 5,841,531 18.27 6,283,632 17.52

Exercisable at end of year 2,112,843 10.78 2,817,185 14.57 3,553,713 16.65

Stock options outstanding at December 31, 2001 are summarized as follows:

Outstanding Weighted Average Weighted Exercisable Weighted
Range of Options at Remaining Average at Average
Exercise Prices Dec. 31, 2001 Contractual Life Exercise Price Dec. 31, 2001 Exercise Price

$ 0.38 to $ 0.38 35,344 2.17 $ 0.38 35,344 $ 0.38
$ 4.17 to $ 5.63 1,203,098 6.31 $ 4.71 1,203,098 $ 4.71
$ 9.44 to $13.59 1,736,708 8.47 $12.28 598,193 $ 9.83
$13.94 to $23.25 1,976,918 8.35 $17.27 804,175 $18.35
$25.04 to $35.81 1,166,718 7.96 $33.45 825,641 $33.39
$40.87 to $58.06 146,708 8.17 $56.09 76,148 $56.14
$76.25 to $95.00 18,138 8.20 $91.49 11,114 $92.05
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Stock-based compensation expense of $335 was recorded and
included in selling and administrative expenses in the consoli-
dated statement of operations for the year ended December 31,
1999. No such expenses were incurred during 2000 or 2001.

FASB 123 requires pro forma information regarding net
income and earnings per share as if the Company has accounted
for its employee stock options, warrants and shares of common
stock purchased by employees in connection with the ESP Plan
(“equity awards”) under the fair value method prescribed by
FASB 123. The fair value of these equity awards was estimated
at the date of grant using a Black-Scholes option-pricing model
with the following weighted average assumptions for 1999,
2000 and 2001, respectively: risk-free interest rate of 5.84%,
5.60%, and 3.62%; expected volatility of 0.60, 1.00, and 1.10;
expected option life of one year from vesting and an expected
dividend yield of 0.0%. The weighted average fair value of
options granted during 1999, 2000, and 2001 was $13.20,
$13.99, and $9.64, respectively.

For purposes of pro forma disclosures, the estimated fair value
of the equity awards is amortized to expense over the options’ vest-
ing period. The Company’s pro forma information is as follows:

1999 2000 2001

Pro forma net (loss) income $(2,072) $7,017 $(124,204)
Pro forma basic (loss) earnings 

per share $ (0.09) $ 0.24 $ (4.11)
Pro forma diluted (loss) earnings 

per share $ (0.09) $ 0.22 $ (4.11)

ANADIGICS, Inc. also sponsors an Employee Savings and
protection Plan under Section 401(k) of the Internal Revenue
Code which is available to all full-time employees. Employees
can make voluntary contributions up to limitations prescribed 
by the Internal Revenue Code. The Plan was amended in 2001
and the Company now matches 50% of employee contributions

up to 6% of their gross pay. The Company recorded expense of
$741 for the year ended December 31, 2001 relating to plan
contributions. Company contributions in 1999 and 2000 were
determined on an annual basis at the discretion of the Board of
Directors. For the years ended December 31, 1999 and 2000, 
the Company recorded expense of $500 and $550, respectively,
relating to plan contributions.

1 2 .  O T H E R  A C C U M U L AT E D  C O M P R E H E N S I V E  I N C O M E

The components of other accumulated comprehensive income
are as follows:

Unrealized
Foreign Gain (Loss)

Currency on Available-
Translation For-Sale
Adjustments Securities Total

Balance at December 31, 1999 $ — $(126) $(126)
Unrealized gain on available-

for-sale securities — 327 327
Foreign currency translation 

adjustment 87 — 87

Balance at December 31, 2000 87 201 288
Unrealized gain on available-

for-sale securities — 560 560
Foreign currency translation 

adjustment (110) — (110)
Net gain recognized in other 

comprehensive income (30) (30)

Balance at December 31, 2001 $ (23) $ 731 $ 708

The earnings associated with the Company’s investment in 
its foreign subsidiaries is considered to be permanently invested
and no provision for U.S. federal and state income taxes on
those earnings or translation adjustments have been provided.



1 3 .  E A R N I N G S  P E R  S H A R E

The reconciliation of shares used to calculate basic and diluted
earnings per share consists of the following:

Year Ended December 31,

1999 2000 2001

Weighted average common 
shares outstanding used 
to calculate basic earnings 
per share 23,602,799 29,712,879 30,248,476

Net effect of dilutive 
securities—based on 
treasury stock method 
using average market price 1,601,083 1,807,010 —*

Weighted average common 
and dilutive securities 
outstanding used to 
calculate diluted earnings 
per share 25,203,882 31,519,889 30,248,476

* Any dilution arising from the Company’s outstanding stock options or shares
potentially issuable upon conversion of the Convertible notes are not included as
their effect is anti-dilutive.

1 4 .  R E S T R U C T U R I N G ,  I M PA I R M E N T  A N D  O T H E R  C H A R G E S

During 2001, the Company recorded charges for asset impair-
ment, impairment of investments and for restructuring and other
charges amounting to $10,433, $3,061 and $3,775, respectively.
The asset impairment charge of $10,433 related to the writedown
to fair market value of certain manufacturing and research fixed
assets, as they are surplus to the Company’s foreseeable operat-
ing levels and research activities. Certain of these assets which
are no longer in use are held-for-sale and an estimated recover-
able value of $1,000 has been included in other current assets.

The charge for impairment of investments was recorded for cer-
tain private-equity investments following an evaluation of the
Company’s investments which indicated that the carrying value
of such investments exceeded the estimated fair market value.
The restructuring and other charge was for severance and related
benefit costs of workforce reductions as well as certain lease
related undertakings. The workforce reductions eliminated 109
positions throughout the Company and $1,635 of benefits were
paid through December 31, 2001, with the remainder anticipated
to be paid out in 2002.

During 1999, the Company reversed $441 of a manufacturing
restructuring charge recorded during 1998.

1 5 .  L E G A L  P R O C E E D I N G S

The consolidated securities class action, captioned In re
ANADIGICS, Inc. Securities Litigation, No. 98-CV-917 (MLC)
(D.N.J.), and shareholder’s derivative lawsuit, captioned Deegan
v. Rosenzweig, No. 98-CV-3640 (MLC) (D.N.J.), became final
and was funded in mid-January 2000 pursuant to a final Order
of the United States District Court for the District of New Jersey
dated December 7, 1999. The total settlement payment (includ-
ing the legal fees and other costs of administering the settlement)
was $11,875, of which approximately $5,325 was paid on behalf
of ANADIGICS, Inc. by the Company’s insurers.

1 6 .  S U B S E Q U E N T  E V E N T S  ( U N A U D I T E D )

During the first quarter of 2002, management has taken cer-
tain actions and the Company will record a restructuring charge
of approximately $8 million as a result of such actions. The
charge relates primarily to obligations associated with a facility
which was subleased during the first quarter and costs incurred
during the first quarter to exit certain fiber research activities.
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1 7 .  Q U A R T E R LY  F I N A N C I A L  D ATA  ( U N A U D I T E D )

Quarter Ended

April 2, July 2, Sept. 30, Dec. 31, March 31, June 30, Sept. 29, Dec. 31,
2000 2000 2000 2000 2001 2001 2001 2001

(In thousands, except per share data)

Net sales $43,005 $47,517 $51,075 $30,671 $28,520 $ 18,897 $ 16,340 $ 21,008
Cost of sales 21,833 23,135 24,810 19,693 21,205 26,235 18,197 22,060

Gross profit (loss) 21,172 24,382 26,265 10,978 7,315 (7,338) (1,857) (1,052)
Research and development 9,789 10,181 10,852 8,977 10,051 9,972 9,478 8,263
Selling and administrative expense 6,137 6,627 7,121 6,317 6,640 7,369 6,872 6,401
Restructuring and other charges — — — — — 900 1,195 1,680
Asset impairment charges — — — — — 800 4,506 5,127
Purchased in-process R&D — — — — — 3,800 — —

Operating (loss) income 5,246 7,574 8,292 (4,316) (9,376) (30,179) (23,908) (22,523)
Interest income, net 2,499 2,621 2,756 2,645 2,362 1,594 1,506 843
Impairment on investments — — — — — — — (3,061)
Other income (loss) 1,049 290 15 (75) (60) 11 3 7

Income (loss) before income taxes 8,794 10,485 11,063 (1,746) (7,074) (28,574) (22,399) (24,734)
Provision (benefit) for income taxes 3,254 3,879 3,986 (1,415) (2,476) 26,814 — —

Net income (loss) $ 5,540 $ 6,606 $ 7,077 $ (331) $ (4,598) $(55,388) $(22,399) $(24,734)

Basic earnings (loss) per share $ 0.19 $ 0.22 $ 0.24 $ (0.01) $ (0.15) $ (1.84) $ (0.74) $ (0.81)

Diluted earnings (loss) per share $ 0.18 $ 0.21 $ 0.23 $ (0.01) $ (0.15) $ (1.84) $ (0.74) $ (0.81)



The Board of Directors and Stockholders
ANADIGICS, Inc.

We have audited the accompanying consolidated balance sheets of ANADIGICS, Inc. as of December 31, 2001 and 2000, and 
the related consolidated statements of operations, comprehensive income, stockholders’ equity and cash flows for each of the three
years in the period ended December 31, 2001. These financial statements are the responsibility of the Company’s management. 
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position
of ANADIGICS, Inc. as of December 31, 2001 and 2000, and the consolidated results of their operations, and their cash flows for
each of the three years in the period ended December 31, 2001, in conformity with accounting principles generally accepted in the
United States.

ERNST & YOUNG LLP

MetroPark, New Jersey
January 29, 2002

Report of Independent Auditors
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ANADIGICS INC.

Market for Registrant’s Common Equity and Related Stockholder Matters

Our Common Stock has been quoted on the Nasdaq National
Market� under the symbol “ANAD” since the commencement of
trading on April 21, 1995 following our initial public offering of
our Common Stock. The following table sets forth for the periods
indicated the high and low sale prices for our Common Stock.

High Low

Calendar 2001
Fourth Quarter $ 21.05 $11.15
Third Quarter 21.90 10.22
Second Quarter 25.38 10.62
First Quarter 19.69 10.50

Calendar 2000
Fourth Quarter $ 25.75 $13.31
Third Quarter 42.88 19.50
Second Quarter 80.12 25.12
First Quarter 112.13 27.67

As of December 31, 2001, there were 30,568,761 shares of
Common Stock outstanding and 330 holders of record of the
Common Stock.

We have never paid cash dividends on our capital stock. We
currently anticipate that we will retain all available funds for use
in the operation and expansion of our business, and do not
anticipate paying any cash dividends in the foreseeable future.
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