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Consent of Independent Registered Public Accounting Firm

The Board of Dircctors
Apple Inc.:

We consent to the incorporation by reference in the registration statements on Forms S-8 (Nos. 2-70449, 2-77563, 2-85095, 33-00866, 33-23650, 33-31075,
33-40877, 3347596, 33-57092, 33-57080, 33-53873, 33-53879, 33-53895, 33-60279, 33-60281, 333-07437, 333-23719, 333-23725, 333-60455, 333-82603,
333-93471, 333-37012, 333-52116, 333-61276, 333-70506, 333-75930, 333-102184, 333-106421, 333-125148, and 333-146026) and the registration statcments
on Forms S-3 (Nos. 33-23317, 33-29578, and 33-62310) of Applc Inc. of our reports dated November 15, 2007 with respect to the consolidated balance shecets of
Apple Inc. and subsidiarics as of Scptember 29, 2007 and September 30, 2006, and the related consolidated statcments of opcrations, sharcholders' equity, and
cash flows for cach of the ycars in the three-ycar period ended September 29, 2007, and the effectiveness of internal control over financial reporting as of
September 29, 2007, which reports appear in the September 29, 2007 annual report on Form 10-K of Apple Inc.

As discussed in Notc | to the Consolidated Financial Statements, the Company adopted the provisions of Statcment of Financial Accounting Standards
No. 123R, Share-Based Payment, on September 25, 2005.

/s KPMG LLP

Mountain View, California
November 15, 2007

Source: APPLE INC, 10-K, November 15, 2007
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Exhibit 31.1
CERTIFICATIONS

1, Steven P. Jobs, certify that:

1
I have revicwed this annual report on Form 10-K of Apple Inc.;
2. )
Based on my knowlcdge, this report docs not contain any untrue statement of a material fact or omit to state 2 material fact necessary to make the
statements madc, in light of the circumstances under which such statcments werc made, not mislcading with respect to the period covered by this
rcport;
3.
Basced on my knowledge, the financial statements, and other financial information included in this report, fairly present in all matcrial respects the
financial condition, results of operations and cash flows of the registrant as of,, and for, the periods presented in this report;
4.
The registrant's other certifying officer(s) and I are responsible for cstablishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(¢) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:
(0) . P
Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to cnsure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entitics, particularly during the period in which this report is being prepared;
(b)
Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide rcasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
cxternal purposcs in accordance with generally accepted accounting principles;
fc)
Evaluated the effectivencss of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
cffectivencss of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d _
Disclosed in this report any change in the registrant's intcrnal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affccted, or is reasonably likely
to matcrially affect, the registrant's internal control over financial reporting; and
5.

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committce of the registrant's board of directors (or persons performing the equivalent functions):

(a)
Ali significant deficiencics and material weaknesses in the design or operation of internal control over financial reporting which are
rcasonably likely to adverscly affect the registrant's ability to record, process, summarize, and report financial information; and

(b)
Any fraud, whether or not matcrial, that involves management or other employecs who have a significant rolc in the registrant's internal
control over financial reporting.

Datc: November 15, 2007

By: /s/ STEVEN P. JOBS

Steven P. Jobs
Chicf Exccutive Officer

Source: APPLE INC, 10-K, November 15, 2007
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Exhibit 31.2
CERTIFICATIONS

1, Peter Oppenheimer, certify that:

1.
I have reviewed this annual report on Form 10-K of Apple Inc.;
2.
Based on my knowlcdge, this report docs not contain any untruc statement of a material fact or omit to state a material fact necessary to make the
statements madc, in light of the circumstances under which such statements were made, not mislcading with respect to the period covered by this
report;
3.
Based on my knowledgc, the financial statements, and othcr financial information included in this report, fairly present in all material respects the
financial condition, rcsults of opcrations and cash flows of the registrant as of, and for, the periods presented in this report;
4.
The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(c) and 15d-15(¢)) and intemal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:
(ﬂ) . . .
Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designcd under our supervision,
to cnsurc that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those cntitics, particularly during the period in which this report is being prepared;
(b) .
Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide rcasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
cxtcrnal purposes in accordance with generally accepted accounting principles;
(c)
Evaluatcd the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
cffectivencss of the disclosure controls and procedures, as of the end of the period covered by this report based on such cvaluation; and
(d) ) o )
Disclosed in this rcport any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the casc of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant's internal control over financial reporting; and
5.

The registrant's other certifying officer(s) and I have disclosed, based on our most recent cvaluation of internal control over financial reporting, to the
registrant's auditors and the audit committce of registrant's board of dircctors (or persons performing the cquivalent functions):

(a)
All significant deficiencics and matcrial weaknesscs in the design or operation of internal control over financial reporting which are
rcasonably likely to adverscly affect the registrant's ability to record, process, summarize, and report financial information; and

(b)
Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Datc: November 15, 2007

By: /s/ PETER OPPENHEIMER

Peter Oppenheimer
Scnior Vice President and
Chicef Financial Officer

Source; APPLE INC, 10-K, November 15, 2007
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Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

1, Steven P. Jobs, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that thc Annual Report of
Apple Inc. on Form 10-K for the fiscal ycar ended September 29, 2007 fully complies with the requirements of Section 13(a) or 15(d) of the Sccuritics Exchange
Act of 1934 and that information contained in such Form 10-K fairly presents in ali material respects the financial condition and results of operations of

Apple Inc.

November 15, 2007

By: /s/f STEVEN P. JOBS

Steven P. Jobs
Chicef Executive Officer

1, Peter Oppcnheimer, certify, pursuant to 18 U.S.C. Scction 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Annual Report
of Apple Inc. on Form 10-K for the fiscal year ended September 29, 2007 fully complies with the requirements of Section 13(a) or 15(d) of the Securitics
Exchange Act of 1934 and that information contained in such Form 10-K fairly presents in all material respects the financial condition and results of opcrations
of Apple Inc.

November 15, 2007

By: /s/ PETER OPPENHEIMER

Pcter Oppenheimer
Senior Vice President and Chief Financial Officer

A signed original of this writtcn statcment required by Section 906 has been provided to Apple Inc. and will be retained by Apple Inc. and furnished to the
Sccuritics and Exchange Commission or its staff upon rcquest.

Source: APPLE INC, 10-K, November 15, 2007
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the fiscal year ended September 25, 2004

OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from to,

Commission file number 0-10030

APPLE COMPUTER, INC.
(Exact name of registrant as specified in its charter)
CALIFORNIA 942404110
(Statc or other jurisdiction (LR.S. Employer
of incorporation or organization) Identification No.)
1 Infinite Loop 95014
Cupertino, California (Zip Code)

(Address of principal exccutive offices)
Registrant's telephone number, including area code: (408) 996-1010

Sccurities registered pursuant to Scction 12(b) of the Act: None

Sceuritics registered pursuant to Scction 12(g) of the Act:
. Common Stock, no par valuec
(Titles of classes)

Indicatc by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during

the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requircments for
the past 90 days. Yes 8 No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (section 229.405 of this chapter) is not contained herein, and
wili not be contained, to the best of the registrant's knowledge, in definitive proxy or information statements incorporated by refcrence to Part 11 of this
Form 10-K or any amendment to this Form 10-K. &

Indicatc by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Act). Yes B NoO

The aggregatc market valuc of the voting and non-voting stock held by non-affiliates of the registrant, as of March 27, 2004, was approximately $8,336,330,708
based upon the closing pricc reported for such datc on the NASDAQ National Market. For purposes of this disclosure, shares of Common Stock held by persons
who hold more than 5% of the outstanding sharcs of Common Stock and shares held by exccutive officers and dircctors of the registrant have been excluded

becausc such persons may be deemed to be affiliates. This determination of executive officer or affiliate status is not necessarily a conclusive determination for
other purposcs.

402,057,856 sharcs of Common Stock Issued and Outstanding as of November 19, 2004

Source: APPLE INC, 10-K, December 03, 2004



PARTI

The Business section and other parts of this Annual Report on Form 10-K ("Form 10-K") contain forward-looking statements that involve risks and
uncertainties. Many of the forward-looking statements are located in "Management's Discussion and Analysis of Financial Condition and Results of
Operations." Forward-looking statements can also be identified by words such as "anticipates,” "expects,” "believes,” “plans,” "predicts,” and similar terms.
Forward-looking statements are not guarantees of future performance and the Company's actual results may differ significantly from the results discussed in the
forward-looking statements. Factors that might cause such differences include, but are not limited 1o, those discussed in the subsection entitled "Factors That
May Affect Future Results and Financial Condition" under Part Il, ltem 7 of this Form 10-K. The Company assumes no obligation to revise or update any
Jorward-looking statements for any reason, except as required by law.

Item 1. Business
Company Background

Apple Computer, Inc. ("Applc” or the "Company") was incorporatcd under the laws of the State of California on January 3, 1977. The Company designs,
manufacturcs and markets personal computers and related software, services, peripherals and networking solutions. The Company also designs, develops and
markets a linc of portable digital music playcrs along with related aceessorics and services including the online distribution of third-party music and audio books.
The Company's products and scrvices include the Macintosh linc of desktop and notcbook computers, the iPod digital music player, the Xscrve server and
Xscrve RAID storage products, a portfolio of consumer and professional software applications, the Mac OS X operating system, the online iTunes Music Store, a
portfolio of peripherals that support and enhance the Macintosh and iPod product lincs, and a varicty of other scrvice and support offerings. The Company sells
its products worldwide through its online storcs, its own retail stores, its direct sales force, and third-party wholcsalcrs, rescllers and value added rescliers. In
addition, thc Company sells a varicty of third-party products that are compatible with thc Company's Macintosh and iPod product lines, including computer
printers and printing supplics, storage devices, computer memory, digital vidco and still cameras, personal digital assistants, iPod accessories, and various other
computing products and supplies through its online and retail storcs. The Company's fiscal ycar ends on the last Saturday of September. Unless otherwise stated,
all information presented in this Form 10-K is based on the Company's fiscal calendar.

Business Strategy

Apple is committed to bringing the best personal computing and music expericnce to students, cducators, creative profcssionals, businesses and consumers
around the world through its innovative hardwarc, software, peripherals and Internct offerings. The Company's business strategy lcverages its unique ability,
through the design and development of its own operating systcm, hardware and many software applications and technologics, to bring to its customers around the
world meaningful new products and solutions with supcrior case-of-use, seamless integration and innovative industrial design. The Company believes continual
investment in research and development is critical to facilitatc innovation of ncw and improved products and technologics. Besides updates to its cxisting line of
personal computers and related software, services, and peripherals, thc Company continucs to capitalizc on the convergence of digital consumer clectronics and
the computcr by creating product innovations like the iPod and iTunes Music Store. The Company has also invested in new product arcas such as rack-mount

scrvers, RAID storage systems and wircless technologics. The Company's strategy also includes cxpanding its distribution network to effectively reach more of
its targetcd customers.

Digital Hub

The Company belicves personal computing is in an era in which the personal computer functions for both professionals and consumers as the digital hub for
advanced new digital devices such as the Company's iPod digital music players, personal digital assistants, ceilular phones, digital still and movic cameras, CD

Source: APPLE INC, 10-K, December 03, 2004




and DVD players, and other consumer electronic s. The attributes of the personal computer, including it y to run complex applications, posscss a
high quality user interface, contain large and relat nexpensive storage, and casily connect to the Internet 1 .ple ways and at varying speceds, can
individually add value to these devices and interconnect them as well. Apple is the only company in the personal computer industry that controls the design and
development of the cntire personal computer—from the hardware and operating system to sophisticated applications. Apple provides innovative industrial

design, intuitive ease-of-usc, and built-in networking, graphics, and multimedia capabilitics. Thus, the Company is uniquely positioned to offer integrated digital
hub products and solutions.

Apple develops products and technologies that adhere to many industry standards in order to provide an optimized user experience through intcroperability with

peripherals and devices from other companies. Apple has played a role in the development, enhancement, promotion, and/or usc of numerous of these industry
standards, many of which are discussed below.

Expanded Distribution

The Company believes a high quality buying cxperience with knowledgeable salespersons, who can convey the value of the Company's products and services, is
critical to attracting and retaining customers. As such, in addition to expanding its indirect distribution channels, the Company has cxpanded its product
distribution stratcgy to include its own retail locations, Applc online stores worldwide, and the Apple Sales Consultant Program. The Company sclls many of its
products and resells certain third-party products in most of its major markets directly to consumers, cducation customers, and businesscs through its rctail storcs
in the U.S. and internationally, or through onc of its onlinc stores around the world. The Company has also invested in programs like the Apple Sales Consultant
Program, which is designed to enhance reseller sales by the placement of Apple badged employces at selected third-party rescller locations. The Company
believes cnabling a direct interface with its targeted cnd customer provides an cfficient means to effectively demonstrate the advantages of the Company's
Macintosh and other products over those of its competitors. For certain of its consumer electronic products, including the iPod product family, thc Company has
also significantly expanded the points of distribution in order to make available its products at locations where its customers shop.

Since inception of its retail initiative in 2001, the Company has opened 84 retail stores in the U.S. and 2 international stores in Tokyo and Osaka, Japan through
the end of fiscal year 2004. During the first quarter of 2005, the Company anticipates opening 14 additional stores, and expects to cxit the calendar year at
approximatcly 100 stores. The Company has typically located its stores at high traffic locations in quality shopping malls and urban shopping districts.
Approximately half of the storcs expected to open during the first quarter of 2005 are in the ncw "mini" store design, which is the Company's smallest storc
format to date, allowing them to be placed in a varicty of new locations to introduce the Company's products to even more customers. The Company also opened
its third international store in London, England during the first quarter of 2005.

One of the goals of the retail initiative is to bring new customers to the Company and expand its installed basc through sales to both first time personal computer
buyers and those switching to the Macintosh platform from competing operating system platforms. By operating its own storcs and building them in desirable
high traffic locations, the Company is able to better control the customer retail experience and attract new Apple customers. The stores arc designed to simplify
and enhance the presentation and marketing of personal computing products. To that end, retail store configurations have cvolved into various sizes in order to
accommodate market demands. The stores employ experienced and knowledgeable personnel who provide product advice and certain hardware support services.
The storcs offer a wide selection of third-party hardware and software products selected to complement the Company's own products. Additionally, the stores
provide a forum in which the Company is ablc to present entire computing solutions to users in areas such as digital photography, digital video, music, children's
software, and home and small business computing. Apple retail stores host customer events and free
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classes, including the popular "Getting Started” class, and have brought back the concept of customer service with innovations like the Genius Bar.

Education

For morc than 25 years, the Company has focused on the use of technology in education and has been committed to delivering, tools to help educators teach and
students learn. The Company belicves effective integration of technology into classroom instruction can result in higher levels of student achicvement, especially
when used to support collaboration, information access, and the expression and representation of student thought and ideas. The Company creates solutions that
enable new modes of curriculum delivery, better ways of conducting research, and opportunities for professional development of faculty, students, and staff. A
range of products and services is designed by the Company to help schools maximize their investments in technology. This is manifested in many of the
Company's products and services that are designed to meet the needs of education customers, including thc eMac™ and the iBook®, video editing solutions,

wircless networking capabilities, student information systems, one-to-one learning solutions, and high-quality curriculum and professional development
solutions.

Creative Professionals

Creative professionals constitute one of the Company's most important markets for both hardware and softwarc products. This market is also important to many
third-party developers who provide Macintosh compatible hardware and software solutions. Crcative customers utilize thc Company's products for a varicty of
creative activitics including digital video and film production and editing; digital video and film spccial effects, compositing, and titling; digital still

photography; graphic design, publishing, and print production; music performance and production; audio production and sound design; and wcb design,
development and administration.

The Company designs its high-end hardware solutions, including servers, desktops, and portable Macintosh systems, to incorporate the power, expandability, and
features desired by creative professionals. Additionally, the Company's operating system, Mac OS X, incorporates powerful graphics and audio technologies and
features developer tools to optimize system and application performance when running powerful creative solutions provided by the Company or third-party
devclopers. The Company also offers various software solutions to mect the nceds of its creative customers, many of which are described below.

Business Organization

The Company managcs its business primarily on a geographic basis. The Company's reportable operating segments are comprised of thc Amcricas, Europe,
Japan, and Retail. The Americas segment includes both North and South America, cxcept for the activitics of thc Company's Retail scgment. The Europe
segment includes European countries as well as the Middle East and Africa. The Japan segment includes only Japan and excludes revenue from the Company's
own retail stores in Japan, which is included in the Company's Retail segment. The Retail segment currently operates Apple-owned retail stores in the U.S., Japan
and England. Other operating segments include Asia-Pacific, which includes Australia and Asia except for Japan, and the Company's subsidiary, FilcMaker, Inc.
Each reportable geographic operating segment provides similar hardware and software products and similar services. Further information regarding the
Company's operating segments may be found in Part II, Item 7 of this Form 10-K under the heading "Segment Operating Performance,” and in Part [I, Itcm 8 of
this Form 10-K in the Notes to Consolidated Financial Statements at Note 11, "Scgment Information and Geographic Data.”

Hardware Products

The Company offers a range of pcrsonal computing products including desktop and notebook personal computers, related devices and peripherals, and various
third-party hardware products. All of thc Company's Macintosh® products utilize PowerPC® RISC-based microprocessors. The Company's entire line of
Macintosh systems, excluding servers and storage systems, features the Company's Mac OS® X

3
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Version 10.3 "Panther” and iLife® suite of softwe digital photography, music, movies, and music creatior

Power Mac®

The Power Mac linc of desktop personal computers is targeted at business and professional users and is designed to meet the speed, expansion and networking
needs of the most demanding Macintosh uscr. Powered by the PowerPC G5 processor, the Power Mac G5 utilizes 64-bit processing technology for memory
expansion up to 8GB, and advanced 64-bit computation while also running existing 32-bit applications natively. The Power Mac G5 product linc comes in four
processor configurations—single 1.8GHz, dual 1.8GHz, dual 2.0GHz and dual 2.5GHz. All Power Mac G5 desktops feature a SuperDrive™ and cither the
NVIDIA GeForceFX 5200 Ultra or the ATI Radeon 9600 XT graphics card. In addition, all Power Mac GS desktops deliver connectivity and high-performance
input/output (I/0), including Gigabit Ethemet, FireWire® 800 and FireWire 400 ports, USB 2.0 ports, optical digital audio input and output, built-in support for
54 Mbps AirPort® Extremc wireless networking, and optional Bluetooth connectivity.

Xserve® and Xserve RAID Storage System

Xscrve, the Company's first rack-mount server product, was designed for simple setup and remote management of intensive 1/O applications such as digital
video, high-resolution digital imagcry, and large databases. In January 2004, the Company announced Xserve G5, which is availablc with either a single or dual
2.0 GHz PowerPC G5 processor. Xserve G5 includes a system controller with up to 8GB of PC3200 error correcting code memory; three hot-plug Serial ATA
drive modules that deliver up to 750GB of storage; and dual on-board Gigabit Ethernet for high-performance networking. In January 2004, the Company also
introduced its Xserve RAID storage system, a 3U high-availability rack storage system, along with support for Windows and Linux-based computing
cnvironments. In October 2004, the Company updated its Xscrve RAID storage system to deliver 5.6 terabytes of storage capacity and also cxpandcd support for
heterogeneous environments. The dual independent RAID controllers with S12MB cache per controller offer sustained throughput of over 380MBps—high
cnough to support two strcams of uncompressed 10-bit HD video editing using protected RAID level 5.

PowerBook®

The PowerBook family of portable computers is designed to meet the mobile computing needs of professionals and advanced consumer users. In April 2004, the
Company updated its PowerBook G4 notebooks with faster PowerPC G4 processors. Both the 15-inch and 17-inch PowerBook G4 offerup toa 1.5 GHz
PowerPC G4 processor, an available SuperDrive and the ATI Mobility Radeon 9700 graphics processor. The 12-inch PowerBook G4 features a 1.33 GHz
PowerPC processor, an availablc SuperDrive, and NVIDIA GeForce FX G05200 graphics. Every PowerBook G4 notebook comes with built-in AirPort Extreme
wireless networking, an internal Bluetooth module for wircless connectivity, as well as a full complement of /O ports including Fircwire 400, USB 2.0.,a

built-in 56K v.92 modem and Ethernct (10/100BASE-T), for connectivity to a wide range of peripherals. The 15-inch and 17-inch PowerBook G4 models also
include built-in Gigabit Ethemnct and Firewirc 800.

iMac®

The iMac linc of desktop computers is targeted to consumer and cducation markets. In August 2004, the Company introduced the iMac® G35, featuring the
PowerPC G5 processor and a design that integratcs the entirc computer into the flat panel display. The line offers 17- or 20-inch active matrix widescreen LCDs
and PowerPC G5 processors running up to 1.8 GHz. The 17-inch models come with cither a 1.8 GHz PowerPC G5 processor and a SuperDrive, or a 1.6 GHz
PowcrPC G5 processor and a Combo drive. The 20-inch model has a 1.8 GHz PowerPC G5 processor and a SuperDrive. The iMac G5 offers up to a 600 MHz
front-side bus, 400 MHz DDR mcmory expandable to 2GB, AGP 8X graphics and 7200 rpm Serial ATA drives holding up to 250GB. The iMac G5 comes
standard with NVIDIA graphics with dedicated vidco memory. The iMac G5 desktops offer a total of five USB ports (three USB 2.0) and two
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FireWirc® 400 ports, an optional intcrnal Bluetoo’ lule, a built-in antenna and card slot to support an optic “Port Extreme Card for 54 Mbps 802.11g
wireless networking, and also includes built-in Etl. J0/100BASE-T) and a 56K V.92 modem.
eMac™ *

The eMac, which is targeted primarily at the Company's education and consumer customers, fcatures a PowerPC G4 processor, a high resolution 17-inch flat
cathode ray tube display, and preserves the all-in-one compact design of the original iMac favored by many of the Company's cducation and consumer
customers. [n April 2004, the Company updated its eMac, which now has a suggested retail price starting at $799 and is available with a SuperDrive for a

suggested retail price starting at $999. The eMac offers PowerPC G4 processors running at up to 1.25 GHz, 333 MHz DDR memory, ATI Radeon graphics and
USB 2.0 conncctivity to peripherals.

iBook®

The iBook is designed to meet the portable computing needs of education and consumer users. In October 2004, the Company upgraded its iBook® G4 line to
include faster PowerPC G4 processors running up to 1.33 GHz, built-in AirPort Extreme 54 Mpbs 802.11g wireless networking and an available slot-load
SuperDrive, The 12-inch modcl features a 1.2 GHz PowerPC G4 processor and a slot-load Combo drive, while the 14-inch models include a 1.33GHz

G4 processor and cither a Combo or SuperDrive optical drive. All iBook G4 models offer a full complement of I/O ports including FireWire 400, USB 2.0, a

built-in 56K v.92 modem and Ethernet (10/100BASE-T), as well as an optional internal wircless Bluctooth module, for connectivity to a wide range of
peripherals.

Music Products and Services

The Company offers its iPod® line of digital music players and rclated accessories to Macintosh and Windows users. The Company also provides an online
scrvice to distribute third-party music and audio books through its iTuncs® Music Store. Net sales of iPods and other music products and services generated
year-over-ycar revenuc growth of 316% and accounted for 19% of the Company's total net sales in fiscal 2004.

iPod®

In July 2004, the Company introduccd the fourth generation of the iPod, the Company's portable digital music player, featuring Apple's patent pending click
wheel, which combincs a touch-sensitive wheel with five push buttons for onc handed navigation, and up to 12 hours of battery life. The iPod featurcs Applc's
patent pending Auto-Sync technology that automatically downloads an entire digital music library onto the iPod and keeps it up-to-date whenever it is plugged
into a Macintosh or Windows computer using FircWirc or USB. The iPod also fcatures Shuffle Songs, which randomly plays songs in a selccted playlist or

across the entirc library. All iPods work with Apple's iTunes digital music management software on cither a Macintosh or Windows computer. The iPod is
availablc in 20GB and 40GB modcls.

The iPod's functionality extends beyond playing music and listening to audio books. Other key capabilities include data storage, calendar and contact information
utility, and a sclection of games. With the addition of third-party iPod peripherals, the capabilities of certain iPods can be enhanced to include voice recording
and photo downloading dircctly from certain digital cameras. Along with the iPod, the Company has developed a seamlcess end-to-end music solution with the
Company's iTunes softwarc and thc iTuncs Music Store®, a service that consumers may use to purchase third-party music and audio books over the Intemnet.

The Company has entercd into a strategic alliance with Hewlett-Packard Company (HP), which provides for a HP-branded digital music player based on the
iPod, the preinstallation of iTuncs softwarc on HP's consumer PCs and notcbooks and access to the iTunes Music Storc. The Company has also entered into an

alliance with BMW Group for the BMW iPod Adapter, a devicc that offers scamless integration of the iPod and certain BMW automobiles in North America. In
addition, the Company formed an alliance with
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Founder Technology Group Corporation, a supplicr of PCs to the Chincse market, that provides for the preinstallation of iTunes on all Founder Technology
Windows-bascd PCs. A similar alliance was formed with Synncx Technology International Corporation, a Taiwan-based wholesaler and distributor of personal
computers, for the preinstallation of iTuncs on its Windows-bascd laptop and desktop PCs.

In October 2004, the Company introduced the iPod U2 Special Edition as part of a strategic alliance with the musical band, U2, and Universal Music Group. The
U2 iPod holds up to 5,000 songs, featurcs a black cnclosure with a red click wheel and custom engraving of U2 band member signatures.

iPod® photo

In October 2004, the Company introduced iPod® photo. The iPod photo holds digital photos alongside the music library and displays them on its high-resolution
color screen, which allows users to scroll through the photo library almost instantly using iPod's patent pending click wheel. iPod photo can auto sync music and
photos with a Macintosh or Windows-based computer. The iPod photo also allows users to simultancously play music and view photo slideshows on the iPod, as
wecll as on televisions and projcctors. The iPod photo comcs in 40GB or 60GB models and has an cxtended battery life that gives users up to 15 hours of music
playback or up to 5 hours of slideshows. The iPod photo can hold up to 25,000 digital photos or 15,000 digital songs.

iPod® mini

In January 2004, thc Company introduced the iPod mini. Smaller and lighter than the iPod, the iPod mini has storage capacity of 4GB and holds up to 1,000
songs, utilizes the patent pending click wheel and is encased in an anodized aluminum casc available in a selection of five colors: sitver, gold, pink, blue or
green. The iPod mini retains the same uscr interface as the iPod and works scamlcssly with the Company's iTunes Music Store® and the iTuncs software for
buying, managing and listcning to digital music on cither a Macintosh or Windows-based computer.

iTunes Music Store®

The Company's iTuncs Music Store, available for both Windows-based and Macintosh computers, is an online music download store that allows customers to
find, purchasc, and download third-party digital music and audio books. Users can easily search the contents of the music store catalog to locate works by title,
artist, or album, or browsc thc cntirc contents of the store by genre and artist. Users can also listen to a free 30-second preview of any song in the store. Since
April 2003, the iTunes Music Store has been available to U.S. customers. A similar store became available in the U.K., France and Germany in June 2004 and
was followed by the October 2004 launch of an English language music store covering nine additional Europcan countries. The Company has also announced its
intcntion to open an iTunes Music Store in Canada during fiscal 2005.

The iTuncs Music Store is fully integrated directly into the latest version of the iTunes software, allowing customers to preview, purchasc, download, organize,
share, and transfer their digital music to an iPod using 2 single softwarc application. Further discussion on the iTunes software may be found below under the
heading "Software Products and Computer Technologics." Requiring no subscription fee, the iTunes Music Store with iTunes software offers customers a broad
rangc of personal rights to the third-party content they have purchased, including playing songs on up to five personal computers, burning a single song onto CDs
an unlimited number of times, burning the same playlist up to seven times, listening to their music on an unlimited number of iPods, and using songs in ccrtain

media applications such as iPhoto, iMovie, and iDVD. The iTuncs Music Storc also features availability of audio books for purchase dircctly from the iTunes
Music Storc.

Additional features currently available within the U.S. iTuncs Music Store include gift certificates that can be sent via ¢-mail, prepaid gift cards, an "allowance"
fcature that cnables users to automatically deposit
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funds into an iTunes Music Storc account every month; and "Radio Charts," a feature that allows users to search and buy the top songs playcd on radio stations in
major U.S. markets. N

Peripheral Products

The Company sclls certain associated Apple-branded computer hardware peripherals, including iSight™ digital vidco cameras, and a range of high quality flat
pancl TFT active-matrix digital color displays. The Company also sclls a variety of third-party Macintosh compatible hardware products directly to end users

through both its retail and online storcs, including computer printers and printing supplies, storage devices, computer memory, digital vidco and still cameras,
personal digital assistants, and various other computing products and supplies.

iSight™

The Company's iSight digital video camera cnables vidco conferencing over broadband. iSight is a small, portable aluminum alloy camera with all audio, vidco
and power provided by a single FireWirc cable. iSight is designed to be center-mounted on the top of a computer screen and uscs its integrated tilt and rotate
mechanism to easily position the camera for natural, face-to-face video conferencing.

iSight fcaturcs an autofocusing autoexposurc F/2.8 lens which captures high-quality picturcs and full-motion video. With its on-board processor, iSight
automatically adjusts color, white balance, sharpness and contrast to provide high-quality images with accurate color reproduction in most lighting conditions.
iSight also includes a dual-clement microphone that suppresscs ambient noise for clear digital audio.

Displays

In June 2004, the Company announced a family of widescreen flat panel displays featuring the 30-inch Apple Cinema HD Display, a widescreen active-matrix
LCD with 2560-by-1600 pixel resolution, a 23-inch widescreen Apple Cincma Display with 1920-by-1200 pixel resolution and a 20-inch widescrcen Apple
Cinema Display with 1680-by-1050 pixel resolution. The displays feature dual FireWire and dual USB 2.0 ports built into the display and use the industry
standard DV interface for a pure digital connection with the Company's latest Power Mac and PowerBook systems. The Cinema Displays featurc an aluminum
design with a very thin bezcl, suspended by an aluminum stand that allows viewing angle adjustment. '

Software Products and Computer Technologies

The Company offers a range of software products for education, creative, consumer and business customers, including Mac 0OS X, the Company's proprictary

operating systcm software for the Macintosh; server software and related solutions; professional application softwarc; and consumer, education and business
oriented application softwarc.

Operating System Software

The Company rcleased Mac OS X version 10.3 (code-named "Panther"), the Company's current version of Mac OS X, in October 2003. Panther incorporates
features including a new version of Finder™; Exposé™, a way to organize windows and instantly sec all open windows at once; FilcVault, a feature that secures
the contents of a home dircctory with 128-bit AES encryption; iChat AV; and cnhanced support for usc on Windows-based networks.

In June 2004, the Company previewed Mac OS X version 10.4 (codc-named "Tiger"), the fifth major version of Mac OS X that is expected to ship in the first
half of calendar 2005. Tiger will contain new features including Spotlight, a new way to instantly find any file, document or information on a Macintosh created
by any application on the Macintosh; Safari™ RSS, a ncw version of Applc's web browser that incorporates instant access to Really Simple Syndication (RSS)
data feeds on the web; Dashboard, a new way to instantly access "Widgets," a new collection of desktop mini application accessories, including a datebook, stock

ticker, calculator, address book and iTunes controlicr; and a ncw version of iChat instant messaging client with multi-person audio and video confcrencing in a
3D interface. ’
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Server Software and Server Solutions

In October 2003, the Company began shipping the current version of its server operating system, Mac OS X Server version 10.3 (code-named "Panther Scrver").
This releasc integrates open source and open standards scrver software with easy-to-use management tools that make it casy to serve Macintosh, Windows and
Linux clients. Featurcs in Panther Scrver include Server Adimin too! for casily sctting up multiple servers; Open Directory 2 for hosting scalable LDAP dircctory

and Kerberos authentication scrvices; Samba 3 for providing login and home directory support for Windows clients; and the JBoss application scrver for running
powecrful J2EE applications.

In June 2004, the Company previcwed Mac OS X Server version 10.4 (code-named "Tiger Server”), the next major release of the Company's UNIX-based server
operating system that deploys open source solutions for Macintosh, Windows and Linux clients. Tiger Server includes native support for 64-bit applications;

iChat Scrver to deploy private, cnerypted communications within an organization; and migration tools to make it easy to upgrade from legacy Windows servers
to Mac OS X Scrver.

In June 2004, the Company introduced Apple Remote Desktop™ 2, the second generation of the Company's asset management, software distribution and help
desk support softwarc. Along with improvements in screen sharing performance, Apple Remote Desktop 2 includes more than SO features for centrally managing
Mac OS X systems. Apple Remote Desktop 2 can perform a wide range of desktop management tasks such as installing operating systcm and application
software, running hardware and softwarc inventory reports and cxccuting commands on one or more remotc Mac OS X systcms on the network. Remote software
installation tools allow IT profcssionals to install single or multiple software packages immediately or at specific dates and times. Comprchensive hardware and
software reports based on morc than 200 system information attributes allow administrators to keep track of their Mac OS X systems. In addition, built-in
real-time screen sharing cnables help desk professionals to provide online assistance by obscrving and controlling the desktops of any remotc Macintosh or
Virtual Network Computing-cnabled computer, including Windows and Linux systems.

Xsan, the Company's enterprisc-class Storage Area Network (SAN) file system, was introduced as a beta version in April 2004 and is expected to be available for
general releasc in the Fall of 2004. Xsan is a 64-bit cluster file system for Mac OS X that enables organizations to consolidate storage resources and provide
multiple computers with concurrent file-level read/write access to shared volumes over Fibre Channel. Advanced features such as metadata controller failover
and Fibre Channel multipathing ensure high availability; file-level locking allows multiple systems to read and write concurrently to the same volume which is
ideal for complex workflows; bandwidth reservation provides for effective ingestion of bandwidth-intensive data streams, such as high resolution video; and
flexible volume management results in more efficicnt use of storage resources. Since Xsan is interoperable with ADIC's StorNext File System, it can be uscd in
hetcrogeneous environments that include Windows, UNIX and Linux server operating system platforms.

Professional Application Software

Final Cut Pro® HD, the latest version of the Company's vidco editing software, was introduced in April 2004 and features rcal-time performance of high-quality
native DVCPRO HD, a high-definition vidco format, in addition to real-time support for digital video (DV) and standard definition (SD) formats. Final Cut Pro
HD supports native DVCPRO HD editing with no rccompression or image degradation and enables HD previcw monitoring through the computer's DVI display
output via the Digital Cinema Desktop feature. Final Cut Pro HD's support of native DVCPRO HD makes media conversion unnecessary, preserving the full
quality of the camera original. Final Cut Pro HD includes precision, non-modal cditing and trimming tools; powerful interface customization featurcs; advanced
rcal-time color correction and image control; and cnhanced audio editing capabilities with multi-track audio mixing and multi-channcl audio output.
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In April 2004, the Company announced DVD Stu o® 3, the latest version of the Company's profcssional " withoring application. DVD Studio Pro 3
features Alpha Transitions, which are QuickTime d movie transitions that may be uscd as segues betwee ) menus and as DVD slide show transitions,
and a new Graphical View for easy visualization ot a project's cntirc flow in a storyboard environment. Graphicar view makes it casy to sec the rclationships
between menus, tracks, slideshows, stories and scripts. DVD Studio Pro 3 also includes Compressor 1.2, the latest version of the Company's digital media
cncoding and compression software that provides high-quality constant and variable bit ratc MPEG-2 encoding. In addition to DV and SD, DVD Studio Pro 3
now providcs the ability to scale HD and encode directly to MPEG-2 all in onc step.

In August 2004, the Company began shipping Motion, a motion graphic design and production application. Motion featurcs interactive animation of text,
graphics and video, with real-time previewing of multiple filters and particle cffects. Motion introduccs "Behaviors," a procedural animation technology that
allows for the adding of natural looking movement to type and graphics, such as gravity and wind, without the use of complex keyframes. Motion's "Interactive
Dashboard” gives users access to a contextual, semi-transparent floating palettc that provides the tools and slider parameters for objects being manipulated on

screen. Motion's "Project Pane" allows users to view and managg all filters, Bchaviors, masks and other propertics applied to all objects and layers of objects
within a project.

In August 2004, the Company introduced Production Suite, which combines the latcst versions of Final Cut Pro HD, DVD Studio Pro 3 and Apple Motion into a
software suite for film and video production that delivers rcal-time production tools in onc comprehensive and integrated package. Production Suite provides an
integrated workflow cnvironment where content that is updated in one of the applications in the suitc is automatically updated in the other applications.

Shake® 3.5, an upgradc of the Company's compositing and visual effects softwarc designed for large format film and vidco productions was introduced in
April 2004, Shake 3.5 featurcs shape-based morphing and warping tools for advanced compositing and "shape shifting” special cffccts. Morphing and warping
further cnhance Shake's visual cffects tools, including layering, tracking, rotoscoping, painting and color correction. Shake 3.5 also improves upon the Shake
Qmaster network render manager that can now handle distributed rendering tasks for both Shake and Alias Systems Corp.'s Maya product, allowing for
distribution of rendering tasks across a cluster of servers or computers.

Logic® Pro 7, introduced by the Company in September 2004 is actively used by musicians around the world and by professionals in music production, film
scoring, and audio post-production facilities. It combines digital music composition, notation and audio production facilities in one comprehensive product and
includes software instruments such as Sculpture, a component-modeling based synthesizer; UltraBeat, a drum synthesizer with built-in step sequencer; and digital
signal processing (DSP) plug-ins including Guitar Amp Pro, a full-featured guitar amplificr simulator. Along with over 100 workflow enhancements, mastering

plug-ins and support for Apple Loops, Logic Pro 7 debuts distributed audio processing, a technology which allows audio pros to tap into a2 number of Macintosh
systems to cxpand availablc DSP power via an Ethernet network.

Consumer, Education and Business Oriented Application Software

In January 2004, the Company introduced iLife® '04, thc ncxt generation suitc of its digital lifestylc applications, which features iPhoto®, iMovie®, iDVD®,
iTunes® software, and introduced GarageBand™, a music creation software application. All of these iLife applications come preinstalled on the Company's
Macintosh systems, excluding servers and storage systems. Burning DVDs with iDVD requires a Macintosh system configured with a SuperDrive.

iTuncs® software, available for both Macintosh and Windows-based computers, lcts users create and manage their own digital music library. iTunes organizes
music using scarching, browsing and playlist features and supports automatic synchronization with the music stored on an iPod. iTunes supports AAC
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and MP3 encoding from audio CDs, provides the ability to burm custom playlists to CDs and MP3 CDs, and allows for music sharing between networked
computers. In October 2004, the Company's newest version, iTunes 4.7, included support for copying photos to an iPod photo. Since April 2003, the Company's
iTunes software has been integrated with the Company's iTunes Music Store® to facilitate the sale of third-party music and audio books. Further discussion of
the iTunes Music Store may be found above under the heading "Music Products and Services."

iMovic® is the Company's consumer digital video editing software for creation of home and classroom movies. iMovic 4 features an enhanced user interface,
improved audio editing capabilities, enhanced controls for titling and transitions, and added special effects. Users may edit and trim audio and vidco clips in the
enhanced timeline with click-and-drag editing and even select and edit multiple clips simultaneously. With graphical audio waveforms and live audio scrubbing,
users can locate specific edit points in audio tracks, and alignment guides make it easy to precisely sync video and audio.

iDVD® is consumer oriented software that makes it easy to turn iMovie files, QuickTime files and digital pictures into DVDs that can be played on most
consumer DVD players. iDVD simplifies DVD authoring by including professionally designed themes and drag-and-drop simplicity. iDVD® 4 includes themes
and professional effects that allow users to use photos and movies as buttons, backgrounds and menus. Movies from iMovie, photos from iPhoto and music from
either iTunes or GarageBand can be added directly to a DVD via the media browser, and enhanced photo slideshows can include cinematic transitions and iTuncs
playlists. The DVD Map provides an overview of an entire DVD project and instant accessibility to all project elements.

GarageBand™, the Company's consumer oricnted music creation software, allows uscrs to play, record and create music using a simple interface. With
GarageBand, recorded performances, digital audio and looping tracks can be arranged and edited to create songs. GarageBand comes with more than 50 softwarce
instruments, pre-recorded audio loops for making complete songs or backing tracks, pro-quality effects presets for mixing, and vintage amplifier sounds for the
guitar. The Company also offers three different Jam Packs, which provide additional software instruments and loops that enhance the use of GaragcBand to
create and record music.

iPhoto® is consumer oriented digital photo software that makes it easy to import, edit, save, share, and print digital photos, as well as organizc and manage an
entire digital photo collection containing thousands of photos. Users are able to view their photos in full-screen; use the slide show feature accompanied by their
favorite music; automatically create custom web pages of their photos; email photos to friends and family; order professionally-processed prints and
enlargements online; or easily design and order custom-printed, linen-covered hard bound photo books online. Customers in numerous countries can order prints,
enlargements, and photo books directly from within iPhoto. iPhoto® 4 has features that allow users to scroll through thousands of photos in seconds to easily find
a particular photo, contains Smart Albums which automatically organizes photos based on date, keyword or the user's own rating, and has controls for rotating,
rating and deleting photos.

Final Cut® Express, based on Final Cut Pro, cnables small business users, educators, students and advanced hobbyists to perform professional-quality digital
video cditing. In January 2004, the Company introduced Final Cut Express 2, which features RT Extreme for real-time compositing and cffects, an enhanced user
interface, real-time color correction tools and enhanced audio editing capabilities.

Logic® Express 7, introduced by the Company in September 2004, is a streamlined version of Logic Pro 7 that provides a basic set of professional tools to
compose and produce music for students, educators and advanced hobbyists. Logic Express 7 comes with support for projects from GarageBand offering uscrs a
smooth migration path to high-cnd audio production.

Keynote™ js the Company's presentation software that gives users the ability to create high-quality presentations. Designed to be casy to usc, Keynote includes
professionally designed themes, advanced
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typography, profcssional-quality image resizing, animated charts and tables that can be created quickly, and cinematic-quality transitions. Keynote imports and
cxports PowerPoint, QuickTime, and PDF files to simplify the creation and sharing of presentations.

ApplcWorks® 6.2 is an intcgrated productivity application that incorporates word processing, page layout, image manipulation, spreadsheets, databases and
prescntations in a singlc application. Intended to be an casy-to-use product for the Company's consumer and education customers, AppleWorks makes it simple
to creatc professional-looking documents in the classroom and at home.

FileMaker, Inc., a wholly owned subsidiary of the Company, develops, publishes, and distributes desktop-based database management application software for
cither a Macintosh or Windows-based computer. The FileMaker® Pro databasc software and related products offer relational databases and desktop-to-web
publishing capabilitics. In March 2004, the Company introduced FilcMaker Pro 7 with new architecture and enhancements in ease-of-use, customizability and
developer productivity. FileMaker Pro 7 has been redesigned using a modern, strcamlined relational architecture, which enables users to simplify information
management by storing multiple tables within a single file and includes the relationships graph featurc which presents a visual "map" of the database and lets

uscrs create and modify relationships with a simple click and drag tool. FileMaker Pro 7 has also expanded its data capacity to 8 terabytes per file or 4,000 times
the former limit.

Internet Software, Integration, and Services

Applc's Internet strategy is focuscd on delivering scamlcess integration with and access to the Internet throughout the Company's product fines. The Company's

Internct products and technologics adhere to many industry standards in order to provide an optimized user expericnce through interoperability. An easy to use
Internct Sctup Assistant is included with the Mac OS.

Safari™

Safari, thc Company's Mac OS X compatible web browser, is capable of loading web pages rapidly. Safari uses the advanced interface technologics underlying
Mac OS X and includcs built-in Google search; SnapBack™ to instantly return to search results; a way to name, organize and present bookmarks; tabbed

browsing; and automatic "pop-up" ad blocking. The Company also relcascd a software development kit that allows developers to embed the Safari HTML
rendering engine directly into their applications.

Quicktime®

QuickTimc, thc Company's multimedia software for either a Macintosh or Windows-based computer, features streaming of live and stored video and audio over
the Internet and playback of high-quality audio and video on computers. QuickTime 6 includes the Instant-On Streaming feature that climinates buffcr delays and
provides users with the ability to quickly and casily scrub through streaming media content to locate and instantly view specific sections. In addition,

QuickTime 6 running on Mac OS X now supports JPEG 2000, the next generation JPEG standard that allows users to capture still images in a higher quality and
smaller filc sizc than cver before. QuickTime 6 also includes AAC, the standard MPEG-4 audio format. AAC is the next generation professional-quality audio
format that delivers supcerior sound quality with reduced file sizes.

The Company also offers scveral other QuickTime products, including QuickTime Pro, a suite of software tools that allows creation and editing of Internet-ready
audio and vidco files and allows a user to add special cffects and other features to QuickTime movies; QuickTime Streaming Server which facilitates the

broadcasting of strecaming digital video; and QuickTime Broadcaster that allows uscrs to quickly and easily produce professional-quality live events for online
delivery.
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Mac™

The Company's .Mac offcring is a suite of Intcmet services that for an annual fcc provides Macintosh users with powerful Internet tools. .Mac features email
service with IMAP, POP or web-based access and 125MB of storage, iDisk Intcmet storage capacity of an additional 125MB, and hosting for personalized
homepages and shared digital photo albums. Also included with Mac is McAfee's Virex anti-virus software and Backup, a personal back-up solution allowing
users to archive data to their Intemet storage, CD, or DVD.

Wireless Connectivity and Networking

AirPort Extreme®

AirPort Extreme, introduced in January 2003, is the Company's next gencration of Wi-Fi wircless networking technology. AirPort Extreme is based on the
802.11g standard, which supports speeds up to 54 Mbps, and is fully compatiblc with most Wi-Fi devices which use the 802.11b standard. AirPort Extreme Base
Stations can scrve up to 50 Macintosh and Windows users simultancously, provide wircless bridging to extend the range beyond just one basc station, and
support USB printer sharing to allow multiple uscrs to wirclessly share USB printers connccted dircctly to the base station.

AirPort® Express

In Junc 2004, the Company introduccd AirPort® Express, the first 802.11g mobilc basc station that can be plugged dircctly into the wall for wircless Internet
conncctions and USB printing. Airport Express also features analog and digital audio outputs that can be connected to a stereo and AirTunes™ music nctworking

software which works with iTunes, giving users a way to wirclessly stream iTuncs music from their Macintosh or Windows-based computer to any room in the
house. AirPort Express fcaturcs a single picce design weighing 6.7 ounces. - ’

Other Conncctivity and Networking Solutions

Mac OS X includes capabilitics for Bluctooth technology. Bluetooth is an industry standard for wirclessly connecting computers and peripherals that supports
transmission of data at up to 1 Mbps within a range of approximately 30 fect. The Company's Bluetooth technology for Mac OS X lets customers wirclessly
share files between Macintosh systems, synchronize and share contact information with Palm-OS based PDAs, and access the Internct through Bluctooth-enabled
cell phones. A Bluetooth USB adaptor can Bluctooth-cnable any USB-based Macintosh computer running in Mac OS X version 10.1.4 or higher.

The Company's zero configuration networking tcchnology is based on open Internet Engineering Task Force (IETF) Standard Protocols such as 1P, ARP and
DNS and is built into Mac OS X. This tcchnology uscs industry standard networking protocols and zero configuration technology to automatically discover and
connect devices over any [P network, including Ethernet or 802.11-based wircless networks like the Company's AirPort products. The source code for this
technology also includcs softwarce to support UNIX, Linux, and Windows-based systems and devices. Major developers such as Canon, Epson, Hewlett-Packard,
Lexmark, Philips, Sybasc, World Book and Xerox have announced support for this zcro configuration networking technology in a broad range of products
including nctwork printcrs, consumer clectronics, enterprisc database management and educational applications. The Company has made the source codc for this
technology freely available to developers for usc in their network-cnabled devices or software applications.

The Company developed FireWire® technology, also referred to as IEEE 1394, which is a high-speed serial I/0 technology for connccting digital devices such
as digital camcorders and camcras to desktop and portable computers. With its high data-transfer speed and "hot plug-and-play" capability, FireWire has become

an established cross-platform industry standard for both consumers and professionals and is the data interface of choice for today's digital video and audio
devices, as well as external hard drives and
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other high-speed peripherals. FireWire is currently included on all Macintosh systcms and is a data transfer technology utilized by iPod.

Product Support and Services

AppleCare® offers a range of support options for Apple customers. These options include assistance that is built into software products, printed and clectronic
product manuals, online support including comprehensive product information as well as technical assistance, and the AppleCare Protection Plan. The AppleCare

Protection Plan is a fec-based service that typically includes three years of phone support and hardware repairs, dedicated web-based support resources, and user
diagnostic tools.

Specialized Education Products and Services

The Company offers a variety of unique services and products to its education customers, including a scparate online store for education customers offering
special education price lists and promotions; spccial financing programs for K-12 and higher education students, faculty, and staff; a special edition of its
productivity software suite, AppleWorks, that is compatible for both Macintosh and Windows-based computers; Wircless Mobilc Labs that allows teachers and
students to share iBook computers, a printer, and a wireless network/Intemet connection stored on a cart for mobility between classrooms; and three special
Digital Media Studio solutions designed for education, inctuding one that is intcgrated into a mobilc cart. Additionally, the Company offers one-to-onc (1:1)

lcarning solutions, which are a complete solution typically consisting of an iBook portable system for cvery student and tcacher along with a wircless network
connected to a central server.

The Company's PowerSchool® software product is a web-based student information system for K-12 schools and school districts. PowerSchool software
products give school administrators and teachers the ability to casily and cost-cffectively manage student records and give parents real-time access to track their
children's performance via the Internet. PowerSchool offers the option of remote hosting with an application scrvice provider model.

Markets and Distribution

The Company's customers arc primarily in the education, creative, consumer, and business markets. Apple customers are attracted to Macintosh computers for a
variety of reasons, including the reduced amount of training resulting from the Macintosh computer's intuitive case of use, advanced graphics capabilities,
industrial design features of the Company's hardware products, and ability of Macintosh computers to nctwork and communicate with other computer systems
and environments. Apple personal computers were first introduced to cducation customers in the late 1970s. Over 16% of the Company's nct sales in 2004 were
through its U.S. education channel, including sales to clementary and sccondary schools, higher education institutions and individual customers.

The Company distributes its products through wholesalers, resclicrs, national and regional retailers and cataloguers. No individual customer accounted for more
than 10% of net sales in 2004, 2003 or 2002. The Company also sclls many of its products and resells certain third-party products in most of its major markets
directly to consumers, education customers, and businesses through its retail stores in the U.S. and internationally, or through onc of its online stores around the

world. Total direct and indirect sales transacted through the Company's online stores totaled approximately $3.9 billion, $2.9 billion, and $2.4 billion for fiscal
years 2004, 2003 and 2002, respectively.

Competition

The Company is confronted by aggressive competition in all areas of its business. The market for the design, manufacture, and sale of personal computers and
related software and peripheral products is highly competitive. This market continues to be characterized by rapid technological advances in both hardware and

software development, which have substantially increased the capabilities and applications of these products, and have resulted in the frequent introduction of
new products and significant price,
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feature, and performance competition. Over the p eral years, price competition in the market for persona’ uters has been particularly intense. The
Company's competitors who sell personal comput sed on other operating systems have aggressively cut p. nd lowered their product margins to gain or

maintain market sharc. The Company's results of operations and financial condition have been, and in the future may continuc to be, adverscly affected by these
and other industry-wide downward pressures on gross margins.

The principal competitive factors in the market for personal computers include relative price/performance, product quality and reliability, design innovation,
availability of software, product features, marketing and distribution capability, service and support, availability of hardware peripherals, and corporatc
reputation. Further, as the personal computer industry and its customers place more reliance on the Internet, an increasing number of Internct devices that are
smaller, simpler, and less expensive than traditional personal computers may compete for market share with the Company's existing products.

The Company is currently taking and will continue to take steps to respond to the competitive pressures being placed on its personal computer salcs as a result of
innovations in competing platforms. The Company's future operating results and financial condition are substantially dependent on its ability to continue to
develop improvements to the Macintosh platform in order to maintain perceived functional and design advantages over compcting platforms.

The Company's initial success with the deveiopment of an end-to-cnd music offering, which includes the iTunes software, iTunes Music Store and iPod digital
music player, has alrcady encouraged significant competition in this area from other companics, many of whom have greater financial, marketing, and
manufacturing resources than those of the Company. The Company anticipates that competition will intensify requiring the Company to respond as hardware,
softwarc and content providers work more collaboratively to offer intcgrated products that compete against the Company's offerings. The Company belicves it
maintains a compctitive advantage by more cffectively integrating the entirc cnd-to-cnd music solution, including the hardwarc (iPod), softwarc (iTuncs) and
distribution of third-party music content (iTuncs Music Store).

Raw Materials

Although most components essential to the Company's business are generally available from multiple sources, certain key components (including
microprocessors and application-specific integrated circuits ("ASICs™)) arc currently obtained by the Company from single or limited sources. Some other key
components, whilc currently available to the Company from multiple sources, are at times subject to industry wide availability constraints and pricing pressurcs.
In addition, the Company uses some componcnts that are not common to the rest of the personal computer and consumer electronics industries, and new products
introduced by the Company often initially utilize custom components obtained from only one source until the Company has evaluatcd whether there is a need for,
and subsequently qualifies, additional suppliers. If the supply of a key or single-sourced component to the Company were to be delaycd or curtailed or in the
cvent a key manufacturing vendor delays shipments of completed products to the Company, the Company's ability to ship related products in desired quantitics
and in a timely manner could be adversely affected. The Company did experience such delays during fiscal 2004, which resulted in the constraincd availability of
certain products. The Company's business and financial performance could also be adversely affected depending on the time required to obtain sufficient
quantitics from the original source, or to identify and obtain sufficient quantities from an alternative source. Continucd availability of thesc componcents may be
affected if producers werc to decide to concentrate on the production of common components instead of components customized to meet the Company's
requircments. The Company attcmpts to mitigate these potential risks by working closely with these and other key suppliers on product introduction plans,
strategic inventorics, coordinated product introductions, and internal and extcrnal manufacturing schedules and levels. Consistent with industry practice, the
Company acquires components through a combination of formal purchase orders, supplicr
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contracts, and open orders based on projected dem formation. Such purchase commitments typically cove ampany's requirements for periods ranging
from 30 to 130 days. ’

The Company belicves there are scveral component suppliers and manufacturing vendors whose loss to thc Company could have a material adversc effect upon
the Company's business and financial position. At this time, such vendors include Agere Systems, Inc., Ambit Microsystems Corporation, ASUSTcK
Corporation, ATl Technologies, Inc., Broadcom Corporation, Freescale Semiconductor, Inc. (formerly the Semiconductor Products Segment of Motorola, Inc.),
Hitachi Global Storage Technologies, Hon Hai Precision Industry Co., Ltd., IBM Corporation, International Display Tcchnology, Inventec Appliances
Corporation, LG. Phillips Co., Ltd., Matsushita, Mitsubishi Electric Corporation, NVIDIA Corp., Portal Player, Inc., Quanta Computer, Inc., Samsung
Electronics, Synaptics, Inc., and Toshiba Corporation.

Research and Development

Because the personal computer industry is characterized by rapid technological advances, the Company's ability to compete successfully is heavily dependent
upon its ability to ensurc a continuing and timely flow of competitive products and technology to the marketplace. The Company continucs to develop new
products and technologies and to enhance existing products in the arcas of hardware and peripherals, consumer electronic products, system software, applications
software, networking and communications software and solutions, and the Internet. The Company may expand the range of its product offerings and intellectual
property through licensing and/or acquisition of third-party business and technology. The Company's research and development expenditures totaled

$489 million, $471 million, and $446 million in 2004, 2003, and 2002, respectively.

Patents, Trademarks, Copyrights and Licenses

The Company currently holds rights to patents and copyrights relating to certain aspects of its computer systems, iPods, periphcrals and software. [n addition, the
Company has registcred, and/or has applied to register, trademarks and scrvice marks in the U.S. and a number of foreign countries for "Apple,” the Apple logo,
"Macintosh,"” and numerous other trademarks and service marks. Although the Company believes the ownership of such patents, copyrights, trademarks and
service marks is an important factor in its business and that its success does depend in part on the ownership thercof, the Company relies primarily on the
innovative skills, technical competence, and marketing abilities of its personnel.

Many of the Company's products are designed to include intellectual property obtained from third-partics. While it may be necessary in the future to seek or
rencw licenscs relating to various aspects of its products and business methods, the Company belicves that, based upon past experience and industry practice,
such licenses generally could be obtained on commercially reasonable terms; however, there is no guarantee that such licenses could be obtained at all. Because
of technological changes in the computer industry, current extensive patent coverage, and the rapid rate of issuance of new patents, it is possible ccrtain
components of the Company's products and busincss methods may unkfiowingly infringe existing patents of others. The Company has from time to time been
notificd that it may be infringing certain patents or other intellectual property rights of others.

Foreign and Domestic Operations and Geographic Data

The U.S. represents the Company's largest geographic marketplace. Approximately 59% of the Company's net salcs in fiscal 2004 came from sales to customers
inside the U.S. Final assembly of products sold by the Company is conducted in the Company's manufacturing facility in Cork, Ircland, and by external vendors
in Fremont, California, Fullerton, California, Taiwan, Korea, the Netherlands, the People's Republic of China, and the Czech Republic. Currently, manufacture of
many of the componcnts used in the Company's products and final assembly of substantiaily all of thc Company's portable products including PowerBooks,

iBooks, and the iPod arc performed by third-party vendors in Taiwan and China. Margins on sales of Applc products in foreign countrics, and on salcs of
products that includc components obtaincd from forcign
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supplicrs, can be adverscly affected by foreign cu exchange rate fluctuations and by international trade ¢ ins, including tariffs and antidumping
penalties,

Information regarding financial data by geographic segment is set forth in Part II, ltem 8 of this Form 10-K in the Notes to Consolidated Financial Statcments at
Note 11, "Segment Information and Geographic Data."

Seasonal Business

The Company has historically experienced increased net sales in its first and fourth fiscal quarters, compared to other quarters in its fiscal year, duc to seasonal

demand related to the holiday season and the schoo! year, respectively. Past performance should not be considered a reliable indicator of the Company's future
nct salcs or financial performance.

Warranty

The Company offcrs a basic limited parts and labor warranty on its hardware products. The basic warranty period for hardware products is typically one year
from the date of purchasc by the end-user. The Company also offers a 90-day basic warranty for Apple service parts used to repair Apple hardware products. In
addition, consumers may purchasc cxtended service coverage on most Apple hardware products in all of the Company's major markcts.

Backlog

In the Company's cxpericnce, the actual amount of product backlog at any particular time is not a meaningful indication of its future business prospects. In
particular, backlog oftcn increases in anticipation of or immediately following new product introductions because of over-ordering by dealers anticipating
shortages. Backlog often is reduced once dealers and customers believe they can obtain sufficient supply. Because of the foregoing, backlog should not be
considered a reliable indicator of the Company's ability to achieve any particular level of revenue or financial performance.

Environmental Laws

Compliance with fedcral, state, local, and foreign laws cnacted for the protection of the environment has to date had no material effect on the Company's capital
cxpenditures, carnings, or compctitive position. In the future, these laws could have a matcrial adverse affect on the Company.

Production and marketing of products in certain statcs and countries may subject the Company to environmental and other regulations including, in some
instances, the requircment that the Company provide consumers with the ability to return to the Company product at the end of its uscful life, and place
responsibility for cnvironmentally safe disposal or recycling with the Company. Such laws and regulations have recently been passed in several jurisdictions in

which thec Company operates, including various Europcan Union member states, Japan and California. In the future, these laws could have a matcrial adverse
affect on the Company.

Employees
As of Scptember 25, 2004, Applc and its subsidiaries worldwide had 11,695 employces and an additional 1,731 temporary employecs and contractors.

Available Information

The Company's Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and amendments to reports filed pursuant to
Scctions 13(a) and 15(d) of the Sccurities Exchange Act of 1934, as amended, are available on its website at http://www.apple.com/investor when such reports
are availablc on the U.S. Sccuritics and Exchange Commission (SEC) website. The public may read and copy any materials filed by the Company with the SEC
at the SEC's Public Reference Room at 450 Fifth Street, NW, Washington, DC 20549, The public may obtain information on the operation of
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the Public Reference Room by calling the SEC at -SEC-0330. The SEC maintains an Intcrnet site that co ‘eports, proxy and information statements
and other information regarding issuers that filc ¢ aically with the SEC at http://www.scc.gov. The content.  .«cse websites are not incorporated into this
filing. Furthcr, the Company's references to the URLs for these websites arc intended to be inactive textual references only.

Item 2. Properties

The Company's headquartcrs arc located in Cupertino, California. The Company has manufacturing facilities in Cork, Ireland. As of September 25, 2004, the
Company leased approximately 3.3 million squarc feet of space, primarily in the U.S., and to a lesser extent, in Europe, Japan, and the Asia Pacific region. The
major facility leascs arc for terms of 5 to 10 years and gencrally provide renewal options for terms of 2 to 5 additional years. Leased space includes 660,000

square fect of retail space, a majority of which is in the U.S. Lease terms for retail space range from 5 to 16 years, the majority of which are for 10 years, and
often contain multi-year rencwal options.

The Company owns its manufacturing facility in Cork, Ircland, which has approximately 352,000 square feet. The Cork facility also houses a customer support
call center. The Company also owns a 752,000 square-foot facility in Sacramento, California, which has a customer support call center and is used for
warchousing and distribution. In addition, the Company owns approximatcly 942,000 squarc fcct of facilities located in Cupertino, California, used for research
and devclopment and corporate functions. Outside the U.S., the Company owns additional facilities totaling approximately 169,000 square feet.

The Company belicves its cxisting facilitics and equipment arc well maintained and in good operating condition. The Company has invested in intenal capacity
and strategic rclationships with outside manufacturing vendors, and thereforc belicves it has adequate manufacturing capacity for the foresceable future. The
Company continucs to make investments in capital cquipment as nceded to mect anticipated demand for its products.

Item 3. Legal Proceedings

The Company is subject to various legal proccedings and claims that arc discussed below. The Company is also subject to certain other legal proceedings and
claims that have arisen in the ordinary course of business and which have not been fully adjudicated. In the opinion of management, the Company does not have
a potential liability rclated to any current legal proceedings and claims that would individually or in the aggregate havc a material adverse effect on its financial
condition, liquidity or results of operations. However, the results of legal proccedings cannot be predicted with certainty. Should the Company fail to prevail in
any of these legal matters or should several of these legal matters be resolved against the Company in the same reporting period, the operating results of a

particular reporting period could be materially adversely affected. The Company scttled certain matters in 2004, which did not individually or in the aggregate
have a matcrial impact on thc Company's results of operations.

Antor Media Corporation v. Apple Computer, Inc., et al.

Plaintiff Antor Media filed this action on September 5, 2003 in the United States District Court in the Eastern District of Texas alleging infringement by the
Company and other dcfendants of U.S. patent 5,754,961 rclating to a "Mcthod and Apparatus for Transmitting Information Recorded on Information Storage
Means from a Central Server to Subscribers via a High Data Rate Digital Telecommunications Network.” The complaint seeks unspecified damages and other
relicf. The Company has answered the complaint, denying all allegations and asscrting numerous affirmative defenscs. The Company also asserted counterclaims

requesting declaratory judgment for non-infringement and invalidity. Trial is sct for March 2005. The Court held a Markman hearing on September 16, 2004 but
has not yet issued a ruling.
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Apple Corps Ltd. v. Apple Computer, Inc.; Apple ter, Inc. v. Apple Corps Ltd.

Plaintiff Apple Corps filcd this action on July 4, 2003 in the High Court of Justice, Chancery Division, in London alleging that the Company has breached a 1991
agrcement that resolved earlier trademark litigation between the partics regarding usc of Apple marks. Plaintiff sccks an injunction, unspccified damages and
other relicf. The Company filed a motion on October 13, 2003, challenging jurisdiction in the UK, but the Court denicd the motion on April 7, 2004. The
Company filcd an appeal of the Court's decision but subsequently withdrew the appeal and is preparing its defensc in this matter.

On October 8, 2003, the Company filed a lawsuit in the United States District Court for thc Northern District of California requesting a declaratory judgment that
the Company has not breached the 1991 agrcement. Apple Corps challenged jurisdiction in the California case but the Court denied that challenge on March 25,

2004. Apple Corps subscquently prevailed on a motion to stay the California case during the pendency of the UK action. The Company has dismissed the
California lawsuit without prcjudice.

Cagney v. Apple Computer, Inc.

Plaintiff filed this purported class action on January 9, 2004 in Los Angcles County Superior Court, alleging improper collection of salcs tax in transactions
involving mail-in rebatcs. The complaint alleges violations of California Civil Code Section 17200 (unfair competition) and seeks unspecified damages and other
relicf. The Company was scrved on January 21, 2004, and filed an answer on February 20, 2004, denying all allegations and asserting numerous affirmative
defenses. The Company is investigating these allegations. The Company filed a motion to disqualify Plaintiff's counsel, which the Court denied. The Company
filed a pctition for a writ of mandatc with respect to this ruling and the Court of Appcal has issucd an order to show causc as to why the writ should not issuc.

Plaintiffs lcad counscl subscquently withdrew. The hcaring on the show cause order is scheduled for January 29, 2005. The Company also has obtained an
opinion on the tax issuc from the Statc Board of Equalization.

Compression Labs, Inc. v. Apple Computer, Inc., et al.; Apple v. Compression Labs, Inc., et al.

Plaintiff Compression Labs, Inc. filed this patent infringement action on April 22, 2004 against the Company and twenty-seven other defendants in the United
States District Court for the Eastern District of Texas, Marshall Division, alleging infringement of U.S. patent 4,698,672. Plaintiff allcges that the Company
infringes the patent by complying with the JPEG standard as defined by CCITT Recommendation T.81 entitled "Information Technology—Digital Compression
and Coding of Continuous Tone Still Images—Rcquirements and Guidelines." Plaintiff seeks unspecified damages and other relief. The Company is
investigating this claim. Defendants havc filed a motion to dismiss or, in the alternative, to transfer the case to Delaware. The case is in discovery and trial is
expected in October 2005. On July 2, 2004, the Company and several other defendants in the Texas action filed a lawsuit in the United States District Court in
Delaware requesting declaratory judgment of noninfringement, invalidity, implied license and uncnforccability with respect to the '672 patent. Additional actions

regarding this patent have been filed in other jurisdictions. A petition has been filed with the Panel on Multi-District Litigation (MDL), scckmg coordination and
transfer of all of thesc cases to onc court for pre-trial proceedings.

Craft v. Apple Computer, Inc. (filed December 23, 2003, Santa Clara County Superior Court); Chin v. Apple Computer, Inc. (filed December 23, 2003, San
Mateo County Supcrior Court); Hughes v. Apple Computer, Inc. (filcd December 23, 2003, Santa Clara County Supcrior Court); Westley v. Apple Computer, Inc.
(filed December 26, 2003, San Francisco County Supcrior Court); Keegan v. Apple Computer, Inc. (filed December 30, 2003, Alameda County Superior Court);
Wagya v. Apple Computer, Inc. (filcd February 19, 2004, Alameda County Superior Court); Yamin v. Apple Computer, Inc. (filed February 24, 2004, Los
Angcles County Supcerior Court); Kieta v. Apple Computer, Inc. (filed July 8, 2004, Alameda County Superior Court)

Eight scparatc plaintiffs filcd purported class action cases in various California courts alleging misrepresentations by the Company relative to iPod battery life.
The complaints include causes of action
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for violation of California Civil Code Scction 17200 (unfair competition), the Consumer Legal Remcdics Action ("CLRA") and claims for falsc advertising,
fraudulent conccalment and breach of warranty. The complaints scek unspecified damages and other relicf. The Company is investigating these claims. The cascs
have been consolidated in San Matco County and Plaintiffs have filed a consolidated complaint.

In addition, a similar complaint rclative to iPod battery life, Mosley v. Apple Computer, Inc. was filed in Westchester County, New York on June 23, 2004

alleging violations of New York General Business Law Sections 349 (unfair competition) and 350 (false advertising). The Company removed the case to Federal
Court and Plaintiff filed a motion for remand, which the Court has not yet decided.

Davis v. Apple Computer, Inc.

Plaintiff filed this purported class action in San Francisco County Superior Court on December 5, 2002, alleging that the Company cngaged in unfair and
deceptive busincss practices relating to its ApplcCarc Extended Service and Warranty Plan. Plaintiff asserts causes of action for violation of the California
Busincss and Professions Code §17200 and §17500, breach of thc Song-Beverly Warranty Act, intentional misrepresentation and concealment. Plaintiff requests
unspecificd damages and other relicf. The Company filed a demurrer and motion to strike which were granted, in part, and Plaintiff filed an amended complaint.
The Company filed an answer on April 17, 2003 denying all allcgations and asscrting numerous affirmative defenscs. Plaintiff subscquently amended its
complaint. On October 29, 2003, the Company filed a motion to disqualify Plaintiff's counsel in his role as counscl to the purported class and to the gencral
public. The Court granted the motion, but allowed Plaintiff to retain substitute counsel. Plaintiff did engage new counscl for the gencral public, but not for the
class. The Company moved to disqualify Plaintiff's new counscl and to have the Court dismiss the general public claims for equitable relicf. The Court declined

to disqualify Plaintiff's new counscl or to dismiss the equitable claims, but did confirm that the class action claims arc dismissed. The casc is staycd pending an
appeal.

East Texas Technology Partners LP v. Apple Computer, Inc.

Plaintiff filed this patent infringement action on January 23, 2004 in the United States District Court in the Eastern District of Texas alleging infringement by the
Company and seven other defendants of U.S. patent 6,574,239 rclating to "Virtual Connection of a Remotc Unit to a Server." The complaint seeks unspccified
damages and other rclief. The Plaintiff's law firm withdrew from the case because of a conflict of interest and dismissed the complaint without prejudice. The
casc was re-filed on February 10, 2004 in the Northern District of Texas by a ncw law firm. The Company reccived service of the new complaint on May 17,

2004 and filed a response on August 6, 2004, denying all allegations and asserting numerous affirmative dcfenses. The Company is investigating this claim, and
the casc is in discovery.

Gobeli Research Ltd. v. Apple Computer, Inc., et al.

Plaintiff Gobeli Research Lid. filed this patent infringement action against the Company and Sun Microsystems, Inc. on April 15, 2004 in the United Statcs
District Court for thc Eastern District of Texas, Marshall Division, alleging infringement of U.S. patent 5,418,968 related to a “System and Method of
Controlling Interrupt Processing." Plaintiff alleges that the Company's Mac OS 9 and Mac OS X operating systems infringe Plaintiff's patent. Plaintiff secks

unspecificd damages and other rclicf. The Company has answered the complaint, denying all allegations and asserting numerous defenses. The Company is
investigating this claim.

Goldberg, et al. v. Apple Computer, Inc., et al. (fk.a. "Dan v. Apple Computer, Inc.")

Plaintiffs filed this purported class action on September 22, 2003 in Los Angeles County Superior Court against thc Company and other members of the industry
on behalf of an alleged nationwide class of purchasers of certain computer hard drives. The case alleges violations of Civil Code Scction 17200 (unfair

competition), the Consumer Legal Remedies Act ("CLRA") and false advertising related to the size of the drives. Plaintiffs allege that calculation of hard drive
size using the decimal method misrepresents the
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actual size of the drive. The complaint secks unspr damages and other relicf. Plaintiff filed an amended ¢ at on March 30, 2004 and thc Company

filed an answer on Scptember 23, 2004, denying a. <ations and asserting numcrous affirmative defenscs. Tl .npany is investigating this claim. The
partics are conducting discovery related to class certification.

Hawaii Structural Iron Workers and Pension Trust Fund v. Apple Computer, Inc. and Steven P. Jobs; Young v. Apple Computer, Inc., et al.; Hsu v. Apple
Computer Inc., et al.

Beginning on September 27, 2001, thrce shareholder class action lawsuits were filed in the United States District Court for the Northem District of California
against the Company and its Chief Executive Officer. These lawsuits arc substantially identical, and purport to bring suit on behalf of persons who purchascd the
Company's publicly traded common stock between July 19, 2000, and September 28, 2000. The complaints allege violations of the 1934 Sccurities Exchange Act
and seck unspecificd compensatory damages and other relicf. The Company filcd a motion to dismiss on June 4, 2002, which was heard by the Court on
September 13, 2002. On Dccember 11, 2002, the Court granted the Company's motion to dismiss for failure to state a cause of action, with lcave to Plaintiffs to
amend their complaint within thirty days. Plaintiffs filed their amended complaint on January 31, 2003, and on March 17, 2003, the Company filed a motion to

dismiss the amended complaint. The Court heard the Company's motion on July 11, 2003 and dismissed Plaintiffs' claims with prejudice on August 12, 2003.
Plaintiffs have appealcd the ruling.

Honeywell International, Inc., et al. v. Apple Computer, Inc., et al.

Plaintiffs Honeywell Intcrnational, Inc. and Honeywell Intellectual Propertics, Inc. filed this action on October 6, 2004 in the United States District Court in
Delawarc alleging infringement by the Company and other defendants of U.S. patent 5,280,371 entitled "Dircctional Diffuscr for a Liquid Crystal Display.”
Plaintiffs seck unspccificd damages and other relicf. The Company is investigating this claim in connection with preparing its response to the complaint.

MacTech Systems v. Apple Computer, Inc.; Macadam v. Apple Computer, Inc.; Computer International, Inc. v. Apple Computer, Inc.; Elite Computers and
Software, Inc. v. Apple Computer, inc.; The Neighborhood Computer Store v. Apple Computer, Inc. (all in Santa Clara County Superior Court)

Five resellers have filed similar lawsuits against the Company for various causes of action including breach of contract, fraud, negligent and intcntional
interference with economic relationship, negligent misrcpresentation, trade libel, unfair competition and falsc advertising. Plaintiffs request unspecified damages
and other rclief. The Company answered the Computer International complaint on November 12, 2003 denying all allegations and asserting numcrous
affirmativc defenses. Thc parties arc in discovery in that case. The Company expects the other four plaintiffs to file amended complaints. On October 1, 2003,
one of the resellers, Macadam, was dcauthorized as an Apple reseller. Macadam filed a motion for a temporary order to reinstate it as a rescller, which the Court
denied. The Court denicd Macadam's motion for a preliminary injunction on December 19, 2003.

Teleshuttle Technologies, LLC and BTG International Inc. v. Microsoft and Apple Computer, Inc.

Plaintiffs filed this case on July 20, 2004 in United Statcs District Court for the Northern District of California alleging infringement of U.S. patent 6,557,054,
entitled "Method and System for Distributing Updates by Presenting Directory of Software Available for Uscr Installation That is Not Already Installed on Uscr
Station." Plaintiffs scck unspecificd damages and other relicf. Plaintiffs filed an amended complaint on September 7, 2004, adding a second patent, US patent

6,769,009 cntitled "Mecthod and System for Selecting a Personalized Set of Information Channcls.” The Company filed an answer on October 18, 2004, denying
all allegations and asserting numerous affirmative defenses.

VirginMega/French Competition Council

On Junc 28, 2004, VirginMega filed a complaint with the French Competition Council against Apple Computer France. VirginMega sought "intcrim mcasures,”
requiring the Company to licensc its FairPlay )
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digital rights management ("DRM") technology tc 1Mega and all other interested parties within thirty day aring on VirginMega's rcquest for interim
measures took place on October 19, 2004. On Nov 19,2004, the French Competition Council issued a dec, Jenying VirginMega's request for intcrim
measurcs and rejecting VirginMega's complaint.

Item 4. Submission of Matters to a Vote of Security Holders
No mattcrs were submitted to a vote of security holders during the fourth quarter of the Company's fiscal year cnded September 25, 2004.
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PART 11

Item S. Market for the Registrant's Common Equity, Related Shareholder Matters and Issuer Purchases of Equity Securities

(a)
Stock Market Information

The Company's common stock is traded on the over-the-counter market and is quoted on the NASDAQ National Market under the symbol AAPL, on the Tokyo
Stock Exchange (TSE) under the symbol APPLE, and on the Frankfurt Stock Exchange under the symbol APCD. On November 17, 2004, the Company filed an
application with the TSE to dclist the Company's shares from trading on the TSE. As of November 19, 2004, there were 28,518 sharcholders of record.

The Company did not pay cash dividends in either fiscal 2004 or 2003. The Company anticipates that, for the foreseeablc futurc, it will retain any camings for
usc in the operation of its business. The price range per share of common stock presented below represents the highest and lowest closing prices for the
Company's common stock on the NASDAQ National Market during each quarter.

Fourth Quarter Third Quarter Second Quarter First Quarter
Fiscal 2004 price range per common share $38.01-$29.14 $33.70-$25.78 $27.68-821.15 $24.82-319.70
Fiscal 2003 pricc range pcr common share $23.10-$19.06 $19.29-813.12 $15.27-$13.80 $17.22-513.59

(b) Related Shareholder Matters

None.

()

Issuer Purchases of Equity Securities

In July 1999, the Company's Board of Directors authorized a plan for the Company to repurchasc up to $500 million of its common stock. During the fourth
quarter of 2001, the Company cntcred into a forward purchase agreement to acquire 1.5 million shares of its common stock in September of 2003 at an avcrage
price of $16.64 per share for a total cost of $25.5 million. In August 2003, the Company settled this agreement prior to its maturity, at which time the Company's
common stock had a fair valuc of $22.81. Since inception of the stock repurchase plan, the Company has repurchased a total of 6.55 million shares at a cost of
$217 million. The Company was authorized to repurchase up to an additional $283 million of its common stock as of September 25, 2004. The Company did not
repurchase any shares of its common stock during the fourth quarter of fiscal 2004.

Item 6. Selected Financial Data

The following sclected financial information has been derived from the audited consolidated financial statements. The information set forth below is not
necessarily indicative of results of futurc operations, and should be read in conjunction with ltem 7, "Management's Discussion and Analysis of Financial
Condition and Results of Operations” and the consolidated financial statcments and related notes thereto included in
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Item 8 of this Form 10-K in order to fully underst tors that may affcct the comparability of the informatic :nted below.

Five fiscal years ended Scptember 25, 2004

(In millions, except share and per share amounts) 2004 2003 2002 2001 2000
Net salcs $ 8279 § 6,207 $ 5742 § 5363 § 7,983
Net incomc (loss) $ 276 $ 69 $§ 65 § 2s) § 786
Eamings (loss) pcr common share:
Basic $ 074 $ 019 § 018 $ 0.07) % 242
Diluted . $ 071 $ 019 § 018 § 0.07) § 2.18
Cash dividends declared per common share $ —  § — $ — 3 — 3 —
Shares used in computing eamnings (loss) per share (in i
thousands):
Basic 371,590 360,631 355,022 345,613 324,568
Diluted 387,311 363,466 361,785 345,613 360,324
Cash, cash equivalcnts, and short-term investments $ 5464 $ 4,566 $ 4337 § 433 § 4,027
Total asscts $ 8,050 § 6,815 $ 6,298 § 6,021 § 6,803
Long-term debt (including current maturitics) 5 — 3 304§ 316§ 317§ 300
Total liabilitics $ 2974 % 2592 $ 2,203 § 2,101 § 2,696
Sharcholders’ cquity $ 5076 $ 4223 % 4,095 3 3920 § 4,107

Net gains before taxcs related to the Company's non-current debt and equity investments of $4 million, $10 million, $75 million, and $367 million were
recognized in 2004, 2003, 2001, and 2000, respectively. A nct loss before taxes related to the Company's non-current debt and equity investments of $42 million
was recognized in 2002. In 2002, the Company acquired Emagic resulting in a charge of approximately $1 million for acquired in-process technologies with no
altcrnative future use. The Company recognized a similar charge of $11 million in 2001 rclated to its acquisition of PowerSchool. Net charges related to
Company restructuring actions of $23 miilion, $26 million, $30 million, and $8 million were rccognized in 2004, 2003, 2002, and 2000, respectively. During
2000, thc Company recognized the cost of a special cxccutive bonus for the Company's Chief Exccutive Officer for past services in the form of an aircraft with a
total cost to thc Company of approximately $90 million. In 2002, of the original $90 million accrual, $2 miilion remained unspent and was reversed. In 2003,
settlement of the Company's forward stock purchase agreement rcsulted in a gain of $6 million. Favorable cumulative-effect type adjustments, net of taxes, of
$1 million and $12 million were recognized in 2003 and 2001, respectively.

Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

This section and other parts of this Form 10-K contain forward-looking statements that involve risks and uncertainties. Forward-looking statements can also be
identified by words such as "anticipates,” "expects,” "believes,” "plans,” "predicts,” and similar terms. Forward-looking statements are not guarantees of future
performance and the Company's actual results may differ significantly from the results discussed in the forward-looking statements. Factors that might cause
such differences include, but are not limited 1o, those discussed in the subsection entitled "Factors That May Affect Future Results and Financial Condition"
below. The following discussion should be read in conjunction with the consolidated financial statements and notes thereto included in Item 8 of this Form 10-K.

All information presented herein is based on the Company's fiscal calendar. The Company assumes no obligation to revise or update any forward-looking
statements for any reason, except as required by law.

Executive Qverview

Apple designs, manufactures and markets personal computers and related software, services, peripherals and networking solutions. The Company also designs,
develops and markets a linc of portable digital music
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players along with rclated accessorics and service ding the onlinc distribution of third-party music and a oks. The Company's products and services
include the Macintosh linc of desktop and notcboc .nputcrs, the iPod digital music player, the Xserve server Kserve RAID storage products, a portfolio of
consumer and profcssional softwarc applications, the Mac OS X opcrating system, the online iTuncs Music Store, a portfolio of peripherals that support and
enhance the Macintosh and iPod product lines, and a varicty of other service and support offerings. The Company sells its products worldwide through its online
stores, its own retail storcs, its dircct sales force, and third-party wholesalers, rescllers and value added rescliers. In addition, the Company sells a variety of
third-party Macintosh compatible products, including computer printcrs and printing supplics, storage dcvices, computer memory, digital video and still cameras,
personal digital assistants, and various other computing products and supplics through its online and retail stores. The Company sells to education, consumer,

creativc profcssional, busincss and government customers. A further description of the Company's products may be found in Part 1, Item 1 of this document
under the heading "Busincss.”

The Company's business strategy leverages its unique ability, through the design and development of its own operating system, hardware and many software

applications and technologics, to bring to its customers around the world compclling new products and solutions with superior casc-of-use, seamless integration
and innovative industrial design.

The Company participates in scveral highly competitive markets, including personal computers with its Macintosh line of computers, consumer electronics with
its iPod linc of digital music players and distribution of third-party digital music through its online iTuncs Music Store. While the Company is widely recognized
as an innovator in the personal computer market as well as a leader in the cmerging market for distribution of digital music, these are highly competitive markets
that arc subjcct to aggressive pricing and increased competition. In order to remain compctitive, the Company belicves that increcased investment in research and
development (R&D) is nccessary in order to maintain and cxtend its position in the markets where it compctes. The Company's R&D spending is focused on
delivering timcly updatcs and cnhancements to its cxisting linc of personal computers, displays, opcrating systems, software applications and portable music
players; devcloping new digital lifestyle consumer and profcssional software applications; and investing in ncw product areas such as rack-mount servers, RAID
storage systcms, and wircless technologics.

The Company utilizes a varicty of direct and indircct distribution channels. The Company belicves that sales of its innovative and differentiated products are
enhanced by knowledgeable salespersons who can convey the value of the hardware, softwarc and peripheral integration, demonstrate the unique digital lifestyle
solutions that arc available only on Macintosh computers, and demonstrate the scamless compatibility of the Macintosh with the Windows platform and
networks. The Company further belicves that providing a high-quality sales and aftcr-sales support experience is critical to attracting and retaining customers. To
ensurc a high-quality buying expericnce for its products in which service and education are emphasized, the Company has expanded and improved its distribution
capabilitics by opening its own retail stores in the U.S. and intemationally. The Company had 86 stores open as of September 25, 2004.

The Company has also staffed sclected third-party stores with the Company's own employecs to improve the buying cxperience through reseller channels. The
Company has deployed Applc employcces in rescller locations around the world including the U.S., Europe, Japan and Australia. The Company also sells to
customers direct through onc of its online stores around the world.

To improve the accessibility of its iPod product line, the Company has significantly expanded the numbcr of distribution points where iPods are sold. The iPod
product line can now be purchased in department storcs, discount stores and specialty music and audio-visual storcs.
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Critical Accounting Policies and Estimates

The preparation of financial statements and rclated disclosures in conformity with U.S. generally accepted accounting principles and the Company's discussion
and analysis of its financial condition and results of operations require thc Company's management to make judgments, assumptions, and cstimates that affect the
amounts reported in its consolidated financial statements and accompanying notcs. Note 1 of the Notes to Consolidated Financial Statements of this Form 10-K
describes the significant accounting policics and methods used in the preparation of the Company's consolidated financial statements. Management bases its
estimates on historical experience and on various other assumptions it believes to be reasonable under the circumstances, the results of which form the basis for
making judgments about the carrying values of assets and liabilities. Actual results may differ from these estimates and such differenccs may be matenal.

Management believes the Company's critical accounting policies and estimates are those rclated to revenue recognition, aliowance for doubtful accounts,
inventory valuation and exposures related to inventory purchase commitments, valuation of long-lived asscts including acquired intangibles, warranty costs, and
income taxcs. Management believes these policics to be critical because they arc both important to the portrayal of the Company's financial condition and results,
and they requirc management to make judgments and estimates about matters that arc inhcrently uncertain. The Company's senior management has reviewed
these critical accounting policics and related disclosures with the Audit and Finance Commiittce of the Company's Board of Directors.

Revenue Recognition

Net salcs consist primarily of revenuc from the sale of products (i.c., hardware, software, and peripherals), and extended warranty and support contracts. The
Company recognizes revenue pursuant to applicable accounting standards, including Statement of Position (SOP) No. 97-2, Software Revenue Recognition, as
amended, and Sccuritics and Exchangc Commission (SEC) Staff Accounting Bulletin (SAB) No. 104, Revenue Recognition.

The Company recognizes revenuc when persuasive evidence of an arrangement exists, delivery has occurred, the sales price is fixed or decterminable, and
collection is probable. Product is considered dclivered to the customer once it has been shipped, and title and risk of loss have been transferred. For most of the
Company's product sales, thesc criteria are met at the time the product is shipped. For online salcs to individuals, for some sales to education customers in the
U.S., and for certain other sales, the Company defers revenue until the customer receives the product because the Company legally retains a portion of the risk of
loss on these sales during transit. If at the outset of an arrangement the Company determines the arrangement fee is not, or is presumed not to be, fixed or
determinable, revenue is deferred and subsequently recognized as amounts become duc and payable.

The Company records reductions to revenue for cstimated commitments related to price protection and for customer incentive programs, including rescller and
end-user rebates, and other sales programs and volume-based incentives. The estimated cost of thesc programs is accrucd as a reduction to revenuc in the period
the Company has sold the product and committed to a plan. The Company also records reductions to revenue for expected future product returns bascd on the
Company's historical expericnce. Future market conditions and product transitions may require the Company to increase customer incentive programs and incur
incremental price protection obligations that could result in additional reductions to revenue at the time such programs are offered. Additionally, certain customer
incentivc programs requirc management to cstimate the number of customers who will actually redcem the incentive based on historical expericnce and the
specific terms and conditions of particular incentive programs. If a greater than estimated proportion of customers redeem such incentives, the Company would
be required to record additional reductions to revenuc, which could have a material adverse impact on the Company's results of operations.
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Allowance for Doubtful Accounts

The Company distributes its products through third-party resellers and directly to certain education, consumer, and commercial customers. The Company
generally does not requirc collateral from its customers. However, when possible the Company docs attempt to limit credit risk on trade receivables with credit
insurance for certain customers in Latin America, Europe and Asia and by arranging with third-party financing companics to provide flooring arrangements and
other loan and lease programs to the Company's dircct customers. These credit-financing arrangements are dircctly between the third-party financing company
and the end customer. As such, the Company generally does not assume any recourse or credit risk sharing related to any of thesc arrangements. However,
considerable trade receivables that are not covered by collateral, third-party flooring arrangements, or credit insurance are outstanding with the Company's
distribution and retail channel partners. i

The allowancc for doubtful accounts is based on management's assessment of the collectibility of specific customer accounts and includes consideration of the
credit worthiness and financial condition of thosc specific customers. The Company records an allowance to reduce the specific receivables to the amount that is
reasonably believed to be collectible. The Company also records an allowance for all other trade receivables based on muitiple factors including historical
expericnce with bad debts, the general cconomic environment, the financial condition of the Company's distribution channels, and the aging of such receivables.
[f there is a deterioration of a major customer's financial condition, if the Company becomes aware of additional information related to the credit worthiness of a
major customer, or if future actual default ratcs on trade reccivables in general differ from those currently anticipated, the Company may have to adjust its
allowance for doubtful accounts, which would affcct camings in the period the adjustments are made.

Inventory Valuation and Inventory Purchase Commitments

The Company must order components for its products and build inventory in advance of product shipments. The Company records a write-down for inventorics
of components and products, including third-party products held for resale, which have become obsolete or are in excess of anticipated demand or net realizable
value. The Company performs a detailed review of inventory each period that considers multiple factors including demand forecasts, product lifc cycle status,
product development plans, current sales levels, and component cost trends. The personal computer industry is subject to a rapid and unpredictablc pace of
product and component obsolescence and demand changes. If futurc demand or market conditions for the Company's products are less favorable than forccasted
or if unforeseen technological changes negatively impact the utility of component inventory, the Company may be required to record additional writc-downs
which would negatively affcct gross margins in the period when the write-downs are recorded.

The Company accrucs nccessary reserves for canccllation fees related to component orders that have been cancelled. Consistent with industry practice, the
Company acquires components through a combination of formal purchase orders, supplicr contracts, and open orders based on projected demand information.
These commitments typically cover the Company's requirements for periods ranging from 30 to 130 days. If there is an abrupt and substantial decline in demand
for one or more of the Company's products or an unanticipated change in technological requirements for any of the Company's products, thc Company may be
required to rccord additional reserves for cancellation fees that would negatively affect gross margins in the period when the cancellation fees are identificd.

Valuation of Long-Lived Assets Including Acquired Intangibles

The Company reviews property, plant, and equipment and certain identifiable intangible assets for impairment when cvents or changes in circumstances indicate
the carrying amount of such an assct may not be recoverable. Recoverability of these asscts is measured by comparison of their carrying amount to futurc
undiscounted cash flows the assets are expected to gencrate. If such assets are considered to be impaired, the impairment to be recognized in carnings cquals the
amount by which the carrying valuc of '
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the assets exceeds their fair market value. Althouy Company has recognized no material impairment adjus related to its property, plant, and
cquipment or identifiable intangibles during the p ze fiscal years, except those made in conjunction with 1 .uring actions, deterioration in the

Company's business in a geographic region or business segment in the future, including deterioration in the performance of individual retail storcs, could lead to
such impairment adjustments in future periods in which such business issues are identified.

In accordance with Statement of Financial Accounting Standards (SFAS) No. 142, Goodwill and Other Intangible Assets, the Company performs a review of
goodwill for impairment annually, or earlicr if indicators of potential impairment exist. The review of goodwill for potential impairment is highly subjective and
requires that: (1) goodwill be allocated to various reporting units of the Company's business to which it relates; (2) the Company estimate the fair value of thosc
reporting units to which the goodwill relates; and (3) the Company determine the book value of those reporting units. If the estimated fair value of reporting units
with allocated goodwill is determined to be less than their book value, the Company is required to estimate the fair value of all identifiable assets and liabilities of
those reporting units in a manner similar to a purchase price allocation for an acquired business. This requires independent valuation of certain internally

developed and unrccognized assets including in-process rescarch and development and developed technology. Once this process is complete, the amount of
goodwill impairment, if any, can be determined.

Based on the Company's cstimates as of Scptember 25, 2004 there was no impairment of goodwill. However, changes in various circumstances including
changes in the Company's market capitalization, changes in the Company's forecasts, and changes in the Company's internal busincss structure could causc onc
or more of the Company's reporting units to be valued differently thereby causing an impairment of goodwill. Additionally, in responsc to changes in the
personal computer industry and changes in global or regional cconomic conditions, the Company may strategically realign its resources and consider

restructuring, disposing, or otherwisc exiting businesses, which could result in an impairment of property, plant, and cquipment, identifiablc intangibles, or
goodwill.

Warranty Costs

The Company provides currently for the estimated cost for product warranties at the time the related revenue is recognized based on historical and projccted
warranty claim rates, historical and projected cost-per-claim, and knowledge of specific product failures that are outside of the Company's typical expericnce.
Each quartcr, the Company rcevaluates its estimates to assess the adequacy of its recorded warranty liabilities considering the size of the installed base of
products subjcct to warranty protection, and adjusts the amounts as necessary. If actual product failure rates or repair costs differ from estimates, revisions to the
estimated warranty liability would be required and could negatively affect the Company's results of operations.

Income Taxes

The Company records a tax provision for the anticipated tax consequences of the reported results of opcrations. In accordance with SFAS No. 109, Accounting

Jfor Income Taxes, the provision for income taxes is computed using the asset and liability method, under which deferred tax assets and liabilities are recognized
for the expected futurc tax consequences of temporary differences between the financial reporting and tax bascs of asscts and liabilities, and for operating losscs
and tax credit carryforwards. Deferred tax assets and liabilitics are measured using the currently enacted tax rates that apply to taxable income in cffect for the

years in which those tax asscts are expected to be realized or settled. The Company records a valuation allowance to reduce deferred tax assets to the amount that
is believed more likely than not to be realized.

Management believes it is more likely than not that forccasted income, including income that may be gencrated as a result of certain tax planning strategics,
together with the tax cffects of the deferred tax
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habilitics, will be sufficient to fully recover the remaining deferred tax assets. [n the cvent that all or part of the net deferred tax assets are determined not to be
rcalizable in the future, an adjustment to the valuation allowance would be charged to earnings in the period such determination is made. Similarly, if the
Company subscquently rcalizes deferred tax asscts that were previously determined to be unrealizable, the respective valuation allowance would be reversed,
resulting in a positive adjustment to earnings or a decrease in goodwill in the period such determination is made. In addition, the calculation of tax liabilities
involves significant judgment in estimating the impact of uncertainties in the application of complex tax laws. Resolution of these uncertainties in a manner
inconsistent with management's cxpectations could have a material impact on the Company's results of operations and financial position.

Net Sales

Nect sales and Macintosh unit sales by operating scgment and net sales and unit sales by product follow (net sales in millions and Macintosh unit sales in

thousands):

Net Sales by Operating Segment:
Amcricas nct salcs
Europc nct saics
Japan nct salcs
Retail net sales
Other segments nct salcs (a)

Total net salcs

Unit Sales by Operating Segment:
Amecricas Macintosh unit sales
Europce Macintosh unit salcs
Japan Macintosh unit sales
Retail Macintosh unit salcs
Other segments Macintosh unit sales (a)

Total Macintosh unit salcs

t Sal Product;
Powcr Macintosh nct sales (b)
PowcrBook nct sales
iMac net sales (¢)
iBook net sales

Total Macintosh nct salcs

iPod

Other Music Products (d)
Peripherals and Other Hardware (¢)
Software (f)

Service and other salcs

Total net salcs

2004 Change 2003 Change 2002

$ 4,019 26% $ 3,181 2% $ 3,131
1,799 37 % 1,309 5% 1,251

677 3)% 698 )% 710

1,185 91 % 621 119 % 283

599 51 % 398 8 % 367

$ 8,279 33% .3 6,207 8% $ 5,742
1,682 4% 1,620 6% 1,728

773 13 % 684 )% 722

291 (14)% 339 (12)% 386

314 68 % 187 103 % 92

230 26 % 182 5 % 173

3,290 9 % 3,012 3)% 3,101

$ 1,419 15% $ 1,237 1% $ 1,380
1,589 22 % 1,299 56 % 831

954 (23)% 1,238 (15)% 1,448

961 34 % -7 (18)% 875

4,923 10 % 4,491 1)% 4,534

1,306 279 % 345 141 % 143

278 672 % 36 800 % 4

951 38 % 691 31 % 527

502 39 % 362 18 % 307

319 13 % 282 24 % 227

$ 8,279 3% $ 6,207 8% § 5,742
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Unit Sales by Product:

Powcr Macintosh unit salcs (b) 709 6 % 667 (13)% 766
PowerBook unit salcs 785 30 % 604 69 % 357
iMac unit sales (c) 916 16)% 1,094 (16)% 1,301
iBook unit sales 880 36 % 647 (4)% 677

Total Macintosh unit salcs 3,290 9 % 3,012 3)% 3,101
Net sales per Macintosh unit sold (g) $ 1,496 0% $ 1,491 2% % 1,462
iPod unit sales 4,416 370 % 939 146 % 381

Notes:

(a)

Other Segments include Asia Pacific and FileMaker.

(6)

Includes Xscrve product linc.
(c)
Includes eMac product line.

(d) . ) .
Other Music Products consists of iTuncs Music Store sales, iPod-related services, and Applc-branded and third-party iPod-related accessories.

(e ) )
Net sales of Peripherals and Other Hardware include sales of Apple-branded and third-party displays, wircless connectivity and networking solutions,
and other hardwarc accessories.

o _

Nect salcs of Softwarc include sales of Apple-branded operating system and application software and sales of third-party software.
®

Net sales per Macintosh unit sold is derived by dividing total Macintosh net sales by total Macintosh unit sales.

Fiscal Year 2004 versus 2003

During fiscal 2004, net sales increased 33% or $2.1 billion from fiscal 2003. Scveral factors have contributcd favorably to net sales during 2004:

Nect sales of Macintosh systems increased $432 million or 10% during fiscal 2004 compared to 2003 whilc net sales per Macintosh unit sold
remained relatively flat on a year-over-year basis. Unit sales of Macintosh systems incrcased 278,000 units or 9% during fiscal 2004
compared to 2003. These increases in net salcs and unit sales were a result of strong demand for all of the Company's Macintosh systems,
except for the iMac. The Company's portable systems, consisting of the PowerBook and iBook, produced the strongest revenue and unit
growth during fiscal 2004 comparcd to 2003 of approximately 26% and 33%, respectively. Unit sales of portablce systems accounted for
51% of all Macintosh systems sold during fiscal 2004 compared to only 42% during 2003. The Company belicves that these results reflect
an overall trend in the industry towards portable systems. Performance of the Company's Power Macintosh systems also yielded positive
results in fiscal 2004, including a 15% and 6% increase in nct sales and unit sales, respectively. The increase in year-to-date Power
Macintosh sales is due primarily to the introduction of the Power Mac G35, which began shipping at the end of fiscal 2003. Although Power
Macintosh sales have increased from the prior year, sales of this product were constrained in the second half of 2004 as a result of
manufacturing problems at IBM, the Company's solc supplicr of the PowerPC G5 processor.

Nect salcs of iPods rose $961 million or 279% during fiscal 2004 compared to 2003. Unit salcs of iPods totaled 4.4 million in fiscal 2004,
which represents an increase of 370% from the 939,000 iPod units sold in fiscal 2003. Strong demand for the iPods during fiscal 2004
continucd to be
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cxpericnced in all of the Cor 's operating scgments and was driven by enhancement: 1Pod, the introduction of the iPod mini;
increased expansion of the € -ny's iPod distribution network, and continucd success o Tuncs Music Store duc largely to making it
available to both Macintosh and Windows uscrs in the U.S., U.K., Francc and Germany. Since inception of the iPod product line in fiscal
2002, thc Company has sold approximatcly 5.7 million iPods.

The Retail segment's net sales grew 91% to $1.2 billion during fiscal 2004 compared to 2003. This increasc is largely attributabie to the
increase in total storcs from 65 at the end of 2003 to 86 at the cnd of 2004, as well as a 36% ycar-over-year increase in average revenuc per
store. While the Company's customers in arcas where the Retail segment has opened storcs may elect to purchase from the Retail segment
stores rather than the Company's preexisting sales channels in the U.S. and Japan, the Company belicves that a substantial portion of the
Retail segment's net sales is incremental to the Company's total net sales. Sce additional comments below related to the Retail scgment
under the heading "Scgment Operating Performance.”

Nct sales of peripherals and other hardware rosc by 38% during fiscal 2004 compared to 2003 primarily due to an increasc in net sales of
displays and other computer accessorics. Net sales of other computer accessories include AirPort cards and basc stations, iSight digita!
vidco camcras, and third party hardware products. The increasc in total nct sales of peripherals and other hardware is related to the overall
increasc in Macintosh unit sales and the introduction of new and updated peripheral products and was cxpericnced predominantly by the
Company's Americas, Europe, and Retail scgments.

Other music products consists of sales associated with the iTunes Music Store and iPod rclated services and accessorics. Net sales of other
music products increased $242 million or 672% during fiscal 2004 comparcd to 2003. The Company has experienced strong growth in sales
of iPod services and accessories consistent with the increasc in overall iPod unit salcs for fiscal 2004. The increascd salcs from the iTunes
Music Storc, which was originally introduced in April 2003, is primarily duc to making the storc available for Windows in October 2003
and the introduction of the store in the U.K., France, and Germany in Junc 2004,

Net sales of software rose $140 million or 39% during fiscal 2004 compared to 2003 due primarily to higher nct sales of the Company's
Applc-branded software and in particular, higher net sales of the Company's operating system software, Mac OS X version 10.3 "Panther,”

which was released in October 2003. Net sales of Panther accounted for approximately $74 million or over 50% of the increase in software
nct salcs for fiscal 2004 compared to 2003.

The Company's U.S. cducation channcl experienced year-over-year growth in net sales of approximately 19% for fiscal 2004 comparcd to
2003. Unit sales also incrcased by 10% during fiscal 2004 compared to 2003. The increase in U.S. education net sales for fiscal 2004 rclates
primarily to a 40% ycar-over-ycar increase in higher cducation net sales and to a lesser extent the Company's 3% growth in K-12 net sales.

The Company believes the U.S. K-12 education market remains challenging duc to multiple factors including funding pressures duc to
weak cconomic conditions, large budget deficits in many states, and increased competition particularly for desktop computers. Although the

Company has taken steps, and will continuc to take steps, to address weakness in the U.S. education channel, it remains difficult to
anticipate when and if this trend will reversc.

Service and other sales increased $37 million or 13% during fiscal 2004 compared to 2003. These increases are the result of significant
ycar-over-year increases in net sales associated with AppleCare Protection Plan (APP) extended maintenance and support scrvices, as well
as increases in net sales associated with the Company's .Mac Internet service. Increased nct sales associated with APP arc primarily the
result of higher Macintosh unit sales and higher attach rates on APP over the last several years.
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Offsetting the favorable factors discussed above, »mpany's nct salcs during fiscal 2004 were ncgatively ¥ xd by the following:

Nect sales and unit salcs of iMac systems were down 23% and 6%, respectively, during fiscal 2004 versus 2003. The decrease in iMac net
sales and unit sales was largely duc to the delay in the introduction of the new iMac, based on the PowerPC GS5 processor, primarily as a
result of manufacturing problems cxperienced by IBM. The delays in the new iMac resulted in the depletion of inventory of the old iMac
flat panel prior to availability of the new iMac GS. The old flat panel iMac form factor which was available during most of fiscal 2004, was
nearly 3 years old by the time the new iMac G5 began shipping in September 2004 and had expericnced declines in sales as a result of the
age of this product. The Company believes that salcs of iMac systems have also declined due to a shift in consumer preference to portable
systems and competitor desktop models with price points below $1,000. The Company introduced a new version of the eMac in April 2004
with a suggested retail price starting at $799 aimed at the price sensitive customer.

Net sales and unit sales in the Company's Japan scgment decreascd 3% and 14%, respectively, during fiscal 2004 versus 2003. The
Company belicves these declines relate to a shift in sales from the Japan Segment to the Retail segment as a result of the Tokyo and Osaka
store openings in fiscal 2004. Declines in Japan may also rclate to delays in computer upgrades by certain professional and creative
customers pending release in Japan of certain Mac OS X native applications, such as Quark Xpress 6, which did not become available unti!
Scptember 2004. When sales from the Japan retail stores are included in the results for the Japan segment, the combined revenue in Japan
resulted in a 3% year-over-year increasc in fiscal 2004 as compared to 2003. Scc additional comments below related to the Japan segment
under the heading "Segment Operating Performance.”

Fiscal Year 2003 versus 2002

Net salcs increased $465 million or 8% during 2003 compared to 2002 while Macintosh unit sales declined 3% year-over-year to approximately 3 million units in
2003. Scveral factors contributed favorably to nct sales during 2003 including:

The Retail segment's net salcs grew to $621 million during 2003 from $283 million in 2002, an increase of 119%. While thc Company's
customers may have elected to purchase product from their local Apple Retail store rather than through other precxisting sales channels in
the U.S., the Company belicves that a substantial portion of the Retail segment's net sales was incremental to total nct sales. See additional
comments below related to the Retail segment under the heading "Segment Operating Performance.”

Net sales of iPods rosc $202 million or 141% during 2003 compared to 2002. This increasc was expericnced by all of the Company's
operating segments. iPod sales during 2003 were favorably affected by the introduction of substantially redesigned new models, which were
compatible with both Macintosh and Windows opcrating systems. The Company's iPod digital music player is sold by a variety of resellers,
many of which do not currently market the Company's Macintosh systems. The Company cxpanded this distribution network during 2003,
which contributed to the 2003 increase in iPod unit sales of 146%.

The Company also cxperienced an increase in nct sales of periphcrals and other hardware totaling $164 million or 31% during 2003
compared to 2002, rcflecting an ovcrall increase in net salcs of other computer accessories including AirPort cards and base stations, which
facilitatc wircless connectivity; third party digital cameras and printers; and a number of portablc computer related accessories.

Net sales of other music products, including sales associated with the iTunes Music Storc and iPod related scrvices and accessorices,

increased $32 million or 800% during 2003 compared to 2002. This increase was due primarily to the introduction of the iTunes Music
Store for the Macintosh
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operating system in April 20 1 higher sales of iPod scrvices and accessorics consiste’ the increase in 1Pod net sales and unit sales
during 2003.

Although total Macintosh unit sales were down 3% in 2003, unit sales of the Company's portable systems were rclatively strong primarily
due to the 69% or 247,000 unit increase in PowerBook unit sales, slightly offsct by a 4% or 30,000 unit decrcase in iBook unit sales. The
increase in PowerBook net sales of $468 million or 56% was due primarily to the success of the Company's ncw 12-inch, 15-inch and
17-inch models that werc introduced during 2003. The decline in iBook consumer portable sales during 2003 was primarily due to a lower
average pricc per unit. Portable systems represented 42% of all Macintosh systems sold in 2003 versus 33% in 2002, which reflected an
overall industry trend towards portable systems.

The Company's average net sales per Macintosh unit sold increased 2% to $1,491 in 2003 as a result of various changes in overall unit mix
towards rclatively higher-priced PowerBook systcms and increases direct sales primarily from the Company's retail and online stores, offset
by somewhat lower year-over-year pricing on comparable Macintosh systems for most of the Company's Macintosh product lines in
responsc to industry pricing pressure, particularly with the Company's iBook consumecr portablc systems. PowerBook and Power Macintosh
systems accounted for 42% of total unit sales in 2003 versus 36% in 2002.

Nct sales of software increased $55 million or 18% during 2003 compared to the prior year and reflected higher net sales of Apple-branded
application and scrver softwarc and third-party software. Net sales of Apple-branded application and server software increased due to the
introduction of scveral new software titles during fiscal 2003 including Final Cut Express, iLife, and Keynote, as well as from higher sales
of softwarc related to recent acquisitions including PowerSchool and Emagic. Growth in net sales of third-party software during 2003 was
particularly strong in thc Americas Segment due to strong salcs of software by the Company's onlinc store and its Retail segment.

Scrvice and other sales rosc $55 million or 24% during 2003 which primarily resulted from significant year-over-year incrcases in nct sales
associated with APP extended maintenance and support services, as well as the Company's Internct related services. Increased net sales
associated with APP were primarily the result of increasing attach rates over the last several years. Increased net salcs associated with
Internet services were due to increased net sales of the Company's .Mac Internet service.

Offsetting the favorable factors discusscd above, the Company's net sales during 2003 were ncgatively impacted by the following factors:

Total unit sales of desktop systems fell 15% during 2003 compared to 2002. iMac systems unit sales declined 16% from 2003 to 2002
resulting from a shift in sales away from desktop systems in favor of portablcs. Also, the flat panel iMac form factor available during fiscal
2003 was in the cighth quarter of its life cycle by the end of 2003.

Unit sales of Power Macintosh systems fell 13% during 2003 compared to 2002. For the first ninc months of 2003 compared to the same
period in 2002, unit salcs of Power Macintosh systems decreased 24%, which was representative of the decline of Power Macintosh
systems salcs experienced by the Company during recent years and was also believed to be attributable to delays in purchasing pending the
rcicasc of the Power Mac G5. As expected, this trend reversed in the fourth quarter of 2003 with unit sales increasing 26% during the
quarter as compared to the same period in the prior year duc largely to the new Power Mac GS, which the Company introduccd in

June 2003 and began shipping at the end of fiscal 2003. The decline in Power Macintosh salcs over the previous several years also reflects
the shift in sales to portable systems, particularly PowerBooks. In addition, the Company belicves that weak cconomic conditions over the
past
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scveral ycars had a pronour gative impact on its professional and creative custome’ itionally, some of the Company's

professional and creative cu. rs may have dclayed upgrades of their systems in anticy, -of certain software vendors transitioning
their professionally oriented Macintosh software applications to run natively on Mac OS X.

The Company experienced ongoing weakness in its U.S. education channel during 2003. Net sales and unit sales in U.S. education during
2003 werc down 4% and 6%, respectively, as compared to 2002. This declinc was duc to a decrease in K-12 sales, partially offset by an
increase in higher education sales. Net sales declined primarily as a result of a continued shift in mix away from higher priced Power
Macintosh and iMac systems towards lower priced eMac and iBook systems, although thc Company did experience a significant increase in
sales of its PowerBook systems primarily to higher education customers. Portablc systems accounted for approximately 43% of total unit
sales in the education channel during 2003, as compared to approximately 34% in 2002.

Segment Operating Performance

Thc Company manages its business primarily on a geographic basis. The Company's reportable operating scgments are compriscd of the Amcricas, Europe,
Japan, and Retail. The Amcricas segment includes both North and South America, except for the activities of the Company's Retail segment. The Europe
scgment includes European countries as well as the Middle East and Africa. The Japan segment includes only Japan and cxcludes revenue from the Company's
own rctail stores in Japan, which is included in thc Company's Retail segment. The Retail scgment operated Apple-owned rctail stores in the U.S. and Japan
during fiscal 2004. Each reportable geographic opcrating segment provides similar hardware and software products and similar scrvices. Further information
regarding the Company's operating segments may be found in Item 8 of this Form 10-K in the Notes to Consolidated Financial Statements at Notc 11, "Segment
Information and Geographic Data."

Americas

During fiscal 2004, net salcs in the Americas segment grew 26% or $838 million compared to fiscal 2003. The increase in net sales during 2004 was primarily
attributablc to the significant year-over-year increase in iPod salcs as well as strong sales of peripherals, software, and services. This increase was partially offset
by a shift in sales to thc Retail segment, which had 84 stores in the U.S. as of the end of fiscal 2004. Macintosh unit sales also increased by 4% in fiscal 2004
compared to 2003, driven primarily by strong sales of portable and Power Macintosh systems, partially offset by continued weakness in iMac sales. During 2004
and 2003, the Americas segment represented approximately 49% and 51%, respectively, of the Company's total net sales and represented approximately 51% and
54%, respectively, of total Macintosh unit salcs. As noted above, the Company experienced an increase in U.S. education channel net sales of 19% for fiscal
2004 compared to 2003. Strong U.S. education nct sales for the current year relate primarily to strength in higher education nct sales that resulted from a
successful back-to-school selling season with strong demand for the Company's portables. This strength drove year-over-ycar growth in net sales of 40% for the
higher education channcl during fiscal 2004. The Company's K-12 nct sales grew ycar-over-year by 3% during fiscal 2004, despitc the challenges in the K-12
market from continued budget constraints and incrcased competition, due to the Company's continucd focus and success with delivering 1:1 education solutions.

Net sales in the Americas segment during 2003 incrcased $50 million or 2% compared to 2002. During 2003 and 2002, the Americas scgment represented
approximately 51% and 55%, respectively, of the Company's total net sales and represented approximately 54% and 56%, rcspectively, of total Macintosh unit
sales. The results of the Americas segment are similar to the overall results of the Company as they reflect substantially lower unit sales and net sales of Power
Macintosh systems and iMac systems, partially offset by increases in unit sales and net sales of PowerBooks. The net sales of the Americas segment, and the
Company in total, also reflcct substantially higher sales of iPods, peripherals, software, and services during 2003 compared to 2002. The Americas segment had
been negatively affected by weakness in its U.S. education channel during 2003. Total net salcs and unit sales in the U.S. cducation chanaci during 2003
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werc down 4% and 6%, respectively, compared to the same period in 2002. The Company believes this decline was caused by increased competition in the
education market and by a reduction in spending by U.S. cducational institutions due to federal and state funding concerns and tax revenue shortfalls resulting
from the weak cconomy. Additionally, some of the decline during 2003 in net sales and unit sales of Macintosh systems in the Americas segment may be the
result of the operation of the Company's Retail segment whose net sales, all of which occurred within the U.S., increased significantly during 2003.

Europe

Net sales in Europc rebounded in fiscal 2004 increasing $490 million or 37% from 2003. Total Macintosh unit sales in Europe also experienced growth during
the current year by increasing 13% in fiscal 2004 compared to 2003. Consistent with the Americas segment, Europe experienced strong net sales across all
product lines, except for the iMac systems. Demand in Europe during fiscal 2004 was particularly strong for the Company's Power Macintosh systems and
portable Macintosh systems, which cxpericnced year- over-year increases of 29% and 42%, respectively. Similar to the results of the Company's olhcr segmcnts,
net salcs of iPods, peripherals and software werc strong in fiscal 2004.

Net salcs in Europce incrcased $58 million or 5% during 2003 as compared to 2002 while Macintosh unit sales declined by 5% during the same period. Europe's
operating results werc consistent with the trend experienced in the Americas and by the Company as a whole. Europe experienced weakened demand for Power
Macintosh, iMac and iBook systems in 2003, partially offsct by strong demand for PowerBooks whose net sales increased by 48% or $100 million from 2002.
Europc also realized increased sales of iPods, peripherals, software, and scrvices.

Japan

The Japan scgment continues to be a challenge for the Company, with four consecutive years of ycar-over-year declines in both net sales and Macintosh unit
salcs. Japan's nct salcs and unit salcs were down 3% and 14%, respectively during fiscal 2004 compared to 2003, continuing to lag behind all of the Company's
other operating segments. These decreases in net sales and unit sales are believed to be attributable in part to a shift in sales from the Japan segment to the Retail
segment as a result of the opening of two storcs in Japan in fiscal 2004. In addition, such decreases may have been related to delayed computer system upgrades
by some professional and creative customers who were awaiting the release of Quark XPress 6 for Mac OS X, which did not occur until September 2004. The
decrease in net salcs was partially offset by strong iPod and iBook sales during fiscal 2004 compared to 2003.

Net sales in Japan decreased $12 million or 2% during 2003 as compared to the same period in 2002, the weakest year-to-date performance of any of the
Company's opcrating segments. Japan's Macintosh unit sales were particularly weak in 2003, declining 12%, and were primarily attributable to lower sales of
iMac and iBook systems, partially offset by an incrcasc in PowerBook sales as well as higher sales of iPods, and peripherals and other hardware. Japan's
Macintosh unit sales remained significantly below the segment's historic levels due to economic conditions that remained particularly negative in Japan.

Retail

The Company opcned 21 new retail stores during 2004, including its first two international stores in Tokyo and Osaka, Japan, bringing the total number of open
stores to 86 as of September 25, 2004. This comparcs to 65 open stores as of September 27, 2003 and 40 open storcs as of September 28, 2002. During the first
quartcr of 2005, the Company anticipatcs opcning approximatcly 14 additional stores to end the calendar year at approximately 100 stores. Approximately half of
the stores expccted to open during the first quarter of 2005 will be in the new "mini" store design, which is the Company's smallest storc format to datc; allowing
it to be placed in a varicty of ncw locations to introduce the Company's innovative products to even more customers. The Company also opened its third
intecrnational store in London, England during the first quarter of 2005.
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Net sales of the Retail scgment grew to $1.185 bi aring 2004 from $621 million and $283 million, in 20C 2002, respectively. The increases in net
sales during both 2004 and 2003 reflcct the impac <w store openings for cach fiscal ycar, including the ope Jf 21 new stores in 2004 and 25 ncw stores

in 2003. An increase in average revenuc per store also contributed to the segment's strong sales in fiscal 2004. With an average of 76 stores open during 2004, the

Rectail scgment achicved annualized revenue per store of approximately $15.6 million, as compared to $11.5 million in 2003 with a 54 store average and
$10.2 million in 2002 with a 28 storc averagc.

As mcasurcd by the Company's operating scgment rcporting, the Retail scgment reported profit of $39 million during fiscal 2004 as compared to losses of

$5 million and $22 million during 2003 and 2002, respectively. This improvemecnt is primarily attributable to the scgment's year-over-year increase in average
quarterly revenuc per store, the impact of opening new stores, and the scgment's year-over-ycar increase in net sales, which resulted in higher levcrage on
occupancy, depreciation and other fixed costs.

Expansion of the Retail segment has required and will continue to require a substantial investment in fixed assets and related infrastructure, operating lease
commitments, personnel, and other opcrating expenses. Capital expenditurcs associated with the Retail scgment were $104 million in fiscal 2004, bringing the
total capital expenditures since inception of the Retail scgment to approximately $394 million. As of September 25, 2004, the Retail segment had approximately
2,100 employces and had outstanding operating leasc commitmens associated with retail store space and related facilities of approximately $436 million. The
Company would incur substantial costs should it choose to terminate its Retail segment or closc individual stores. Such costs could adverscly affect the
Company's results of opcrations and financial condition.

Gross Margin

Gross margin for the threce fiscal years ended Scptember 25, 2004 arc as follows (in millions, cxcept gross margin percentages):

2004 2003 2002
Net sales $ 8279 § 6,207 $ 5,742
Cost of salcs 6,020 4,499 4,139
Gross margin $ 2,259 $ 1,708 $ 1,603
Gross margin percentage 27.3% 27.5% 27.9%

Gross margin declined in fiscal 2004 to 27.3% of net sales from 27.5% of net sales in 2003. The Company's gross margin during fiscal 2004 declined due to an
increasc in mix towards lower margin iPod and iBook sales, pricing actions on certain Power Macintosh G5 models that were transitioncd during the beginning
of 2004, highcr warranty costs on certain portable Macintosh products, and higher freight and duty costs during fiscal 2004. These unfavorable factors were
partially offsct by an increase in direct sales and a 39% year-over-year increase in higher margin software sales.

The Company anticipates that its gross margin and the gross margin of the overall personal computer and consumer electronics industrics will remain under
pressure throughout fiscal 2005 in light of price competition, cspecially for the iPod product line. The Company also expects to continue to incur air freight
charges, which negatively impact gross margins on the iMac and other products during the first quarter of 2005 and possibly beyond.

The forcgoing statements regarding the Company's cxpected gross margin during 2005, gencral demand for personal computers, anticipated air freight charges,
and future economic conditions are forward- looking. There can be no assurance that current gross margins will be maintained or targeted gross margin levels

will be achieved. In gencral, gross margins and margins on individual products, including iPods, will remain under significant downward pressure due to a
varicty of factors, including continued industry wide
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global pricing pressures, increased competition, compressed product life cycles, potential increases in the cost and availability of raw matcrial and outside
manufacturing services, and potential changes to the Company's product mix, including highcr unit sales of consumer products with lower average scliing prices
and lower gross margins. In response to thesc downward pressures, the Company expects it will continue to take pricing actions with respect to its products.
Gross margins could also be affected by the Company's ability to cffectively manage product quality and warranty costs and to stimulate demand for certain of its
products. The Company's operating strategy and pricing take into account anticipated changes in foreign currency exchange rates over time; however, the
Company's results of operations can be significantly affected in the short-term by fluctuations in exchange rates.

The Company orders components for its products and builds inventory in advance of product shipments. Because the Company's markets are volatile and subject
to rapid technology and pricc changes, there is a risk the Company will forecast incorrectly and produce or order from third-parties cxccss or insufficient
inventorics of particular products or components. The Company's operating results and financial condition in the past have becn and may in the future be

materially adverscly affected by the Company's ability to manage its inventory levels and outstanding purchase commitments and to respond to short-tcrm shifts
in customer demand patterns.

Gross margin decreased to 27.5% of nct sales in 2003 from 27.9% of net salcs in 2002. This decline in gross margin reflects relatively aggressive pricing actions
on scveral Macintosh models instituted by the Company beginning in late fiscal 2002 as a result of continucd pricing pressure throughout the personal computer
industry, lowcr sales of relatively higher margin Power Macintosh systems during the first three fiscal quarters of 2003, and increascd air freight and
manufacturing costs associated with the production ramp-up of the new Power Mac G5 and 15-inch PowerBook, both of which began shipping in volume during
September 2003. This decline is also attributable to a risc in certain componcent costs as the year progressed. The aforementioned ncgative factors affecting gross
margins during 2003 were partially offsct by thc increase in higher margin software and dircct sales.

Operating Expenses

Operating expenses for the three fiscal years ended September 25, 2004 are as follows (in millions, except for percentages):

2004 2003 2002
Research and development 3 489 % 471 % 446
Percentage of net salcs 6% 8% 8%
Selling, general, and administrative cxpenses $ 1421 § 1212 § 1,109
Pcrcentage of net sales 17% 20% 19%
Restructuring costs $ 23§ 26 % 30
Purchascd in-process research and devclopment — — 3 1

Research and Development (R&D)

The Company recognizes that focused investments in R&D are critical to its future growth and competitive position in the marketplace and arc directly related to
timely development of new and enhanced products that arc central to the Company's core business stratcgy. The Company has historically relicd upon innovation
to remain competitive. R&D e¢xpensc amounted to approximatcly 6% of total net sales during fiscal 2004 down from 8% of total net salcs in both 2003 and 2002.
This decrease is duc to the significant incrcase of 33% in total net sales of the Company for fiscal 2004. Although R&D expense decreascd as a percentage of
total net salcs in fiscal 2004, actual expenditures for R&D in fiscal 2004 increased $18 million or 4% from fiscal 2003, which follows a 6% or $25 million
increase in 2003 comparcd to 2002. The overall increase in R&D cxpense relates primarily to increased headcount and support for new product development
activitics and the impact of employce salary merit increases in 2004. R&D spending also included capitalized software development costs of approximately

$4.5 million rclated to the
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development of Mac OS X Tiger and $2.3 million 1 to the development of FileMaker Pro 7 in 2004; $14. on rclated to the development of Mac OS X
Panther in 2003; and approximately $13.3 million «ated with the development of Mac OS X Jaguar and af., matcly $6 million associated with the

PowerSchool enterpnise student information system in 2002. Further information related to the Company's capitalization of software development costs may be
found in Part II, {tem 8 of this Form 10-K at Note | of Notes to Consolidated Financial Statements.

Selling, General, and Administrative Expense (SG&A)

Expenditures for SG&A increased $209 million or 17% during 2004 compared to 2003. Thesc increases arc duc primarily to the Company's continued expansion
of its Retail segment in both domestic and intcrnational markets, a current year increase in discrctionary spending on marketing and advertising, an increase in
amortization costs associated with restricted stock compensation, and higher direct and channel selling expenses resulting from the increasc in net sales and
employee salary merit increases. SG&A as a percentage of total net sales in 2004 was 17%, down from 20% in 2003. This decrease is due to the increase of 33%
in total nct sales of the Company for fiscal 2004, reflccting leverage on the Company's fixcd costs.

SG&A increased $103 miltion or 9% during 2003 as compared to 2002 due primarily to the Company's continued cxpansion of the Retail segment and increases

in headcount. The overall increase was partially offset by a decrease in 2003 discretionary spending on marketing and advertising and by savings resulting from
the 2003 and 2002 restructuring activities described below.

Fiscal 2004 Restructuring Actions

The Company rccorded total restructuring charges of approximately $23 million during the year ended Scptember 25, 2004, including approximatcly $14 million
in scverance costs, $5.5 million in asset impairments, and a $3.5 million charge for lcase cancellations. Of the $23 million charge, $14.3 million had been spent
by the end of 2004, with the remaining $8.7 million consisting of $5.2 million for employce severance bencefits and $3.5 million for leasc cancellations.

During the fourth quarter of 2004, the Company rccognized restructuring cxpense of $5.5 million. In conjunction with the European workforce reduction during
the second quarter of 2004, the Company vacated a leased sales facility during the fourth quarter of 2004 resulting in a charge of $3.7 million for contract
termination and assct impairment costs. The Company also recognized employee termination costs of $1.8 million rclated to the elimination of non-cssential
positiens, principally in Europe. In addition, the Company reversed $400,000 of excess restructuring expense from prior periods related primarily to lower than
cxpected disposal costs on Sacramento manufacturing-related fixed assets. The net cost of the restructuring plans for the fourth quarter of 2004 was $5.1 million,

of which $300,000 had been paid prior to the end of 2004. These actions will result in the termination of 54 positions, 4 of which had been terminated prior to the
end of 2004.

During the third quarter of 2004, the Company finalized restructuring plans related to closing Company-owned manufacturing activities in Sacramento. In
addition, the Company's management approved restructuring plans related to certain headcount reductions primarily for various sales and marketing activities
principally in the U.S. Total cost of the restructuring plan for the third quarter of 2004 was $7.9 million, of which $7.2 million had been paid prior to the end of
2004. Thesc actions will result in the termination of 83 positions, 77 of which had been terminated prior to the end of 2004.

The closing of manufacturing opcrations in Sacramento resulted in the climination of 67 positions for a scverance cost of $1.9 million and writc-off of
$5.3 million in manufacturing-related fixcd assets whose use ceased during the third quarter of 2004. Termination of sales and marketing activities, principally in
the U.S., resulted in scverance of $0.7 million for the elimination of 16 positions.

During the second quarter of 2004, the Company's management approved restructuring plans related to the termination of Company-owned manufacturing
activitics in Sacramento and hcadcount reductions
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related primarily to various sales and marketing activities in the U.S. and Europe. Total cost of the actions was $9.6 million for the termination of 348 positions.
As of the end of the fourth quarter of 2004, $6.8 million had been spent and 310 positions had been eliminated related to these actions.

The Company estimates the closing of the Sacramento manufacturing operations will result in reduced ongoing quarterly operating cxpenses of approximately
$2 million. In addition, the Company estimates that the remaining restructuring actions taken in fiscal 2004 will uftimately result in reduced ongoing quarterly
opcrating expenses of approximately $6 million.

Fiscal 2003 Restructuring Actions

The Company recorded total restructuring charges of approximately $26.8 million during the year ended September 27, 2003, including approximately
$7.4 million in severancc costs, 2 $5.0 million charge to write-off deferred compensation, $7.1 million in asset impairments and a $7.3 million charge for lease
cancellations. Of the $26.8 million charge, all had been spent by the end of 2004, except for approximately $3.0 million rclated to operating leasc costs on

abandoned facilities. During the third quarter of 2003, approximately $500,000 of the amount origirially accrued for lcase cancellations was determined to be in

excess due to the sublease of a property sooner than originally estimated and an approximately $500,000 shortfall was identificd in the severance accrual duc to

higher than cxpected scverance costs related to the closure of the Company's Singapore manufacturing operations. These adjustments had no net cffect on
rcported operating expensc.

During the sccond quarter of 2003, thc Company's management approved and initiated restructuring actions that resulted in recognition of a total restructuring

charge of $2.8 million, including $2.4 million in severance costs and $400,000 for asset write-offs and leasc payments on an abandoned facility. Actions taken in
the second quarter were for the most part supplemental to actions initiated in the prior two quarters and focused on further headcount reductions in various salcs
and marketing functions in the Company's Americas and Europe operating segments and further reductions associated with PowerSchool-related activities in the

Americas operating segment, including an accrual for asset write-offs and lease payments on an abandoned facility. The sccond quarter actions resulted in the
termination of 93 employces.

During the first quarter of 2003, the Company's management approved and initiated restructuring actions with a total cost of $24 million that resulted in the
termination of manufacturing operations at the Company-owned facility in Singapore, further reductions in headcount resulting from the shift in PowerSchool
product strategy that took place at the end of fiscal 2002, and termination of various sales and marketing activitics in the U.S. and Europe. Thesc restructuring
actions resulted in the elimination of 260 positions worldwide.

Closure of the Company's Singapore manufacturing operations resulted in severance costs of $1.8 million and costs of $6.7 million to write-off manufacturing
rclated fixed assets, whose use ceased during the first quarter. PowerSchool related costs included severance of approximately $550,000 and rccognition of

$5 million of previously deferred stock compensation that arose when PowerSchool was acquired by the Company in 2001 related to certain PowerSchool
employce stockholders who were terminated in the first quarter of 2003. Termination of sales and marketing activities and employecs, principally in the U.S. and
Europe, resulted in severance costs of $2.8 million and accrual of costs associated with operating Icases on closcd facilities of $6.7 million. The total nct

restructuring charge of $23 million rccognized during the first quarter of 2003 also reflects the reversal of $600,000 of unuscd restructuring accrual originally
made during the first quarter of 2002.

Fiscal 2002 Restructuring Actions

'

During fiscal 2002, the Company recorded total restructuring charges of approximately $30 million related to actions intended to climinate certain activitics and
bettcr align the Company's operating expenses with

38

Source: APPLE INC, 10-K, December 03, 2004



cxisting gencral cconomic conditions and to parti: ¥sct the cost of continuing investments in new product yment and investments in the Company's
Rctail operating scgment.

During the fourth quarter of 2002, the Company's management approved and initiated restructuring actions with a total cost of approximately $6 million designed
to reduce headcount costs in corporate operations and sales and to adjust its PowerSchool product strategy. These restructuring actions resulted in the elimination
of approximatcly 180 positions worldwide at a cost of $1.8 million, all of which were eliminated by September 27, 2003. Eliminated positions were primarily in
corporatc operations, salcs, and PowerSchool related rescarch and devclopment in the Americas operating segment. The shift in product strategy at PowerSchool

included discontinuing development and marketing of PowerSchool's PSE product. This shift resulted in the impairment of previously capitalized development
costs associated with the PSE product in the amount of $4.5 million.

During the first quarter of 2002, the Company's management approved and initiated restructuring actions with a total cost of approximatcly $24 million. These
restructuring actions resulted in the elimination of approximately 425 positions worldwide at a cost of $8 million. Positions were eliminated primarily in the
Company's operations, information systems, and administrative functions. In addition, these restructuring actions also included significant changes in the
Company's information systems strategy resulting in termination of equipment leases and cancellation of existing projects and activities. The Company ceased
using the asscts associated with first quarter 2002 restructuring actions during that same quartcr. Related lease and contract cancellation charges totaled

$12 million, and charges for assct impairments totaled $4 million. The first quarter 2002 restructuring actions were primarily related to corporate activity not
allocated to operating scgments. During the first quarter of 2003, the Company reversed the remaining unused accrual of $600,000.

Purchased In-Process Research and Development (IPR&D)

During 2002, the Company acquired Emagic GmbH, a provider of professional software solutions for computer based music production, for approximately

$30 million in cash; $551,000 of which was allocated to IPR&D. The amount of the purchase price allocated to IPR&D was cxpenscd upon acquisition, because
the technological feasibility of products under devclopment had not been established and no alternative future uses existed. The fair valuce of the IPR&D was
determined using the income approach, which reflects the projected free cash flows that will be generated by the IPR&D projects and that are attributable to the
acquired technology, and discounting the projected net cash flows back to their present valuc using a discount rate of 25%.

Other Income and Expense

Other income and expensc for the three fiscal years ended September 25, 2004 arc as follows (in millions):

2004 2003 2002
Gains (losscs) on non-current investments, net . $ 4 8 10 $ (42)
Intercst income $ 64 $ 69 $ 118
Interest cxpense 3) 8) (1
Gains on salcs of short term investments, net 1 21 7
Other income (cxpense), net 9 (&) 2)
Gain on forward purchasc agreement — 6 —
Interest and other income, net $ 53 % 83 $ 112
Total other income and cxpense $ 57 § 93 8 70
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Gains and Losses on Non-current Investments

Over the coursc of the last three years, the Company has held investments that were classified as available-for-sale in EarthLink Inc. (EarthLink), Akamai
Technologics, Inc. (Akamai), ARM Holdings plc (ARM) and certain investments in private companics. Further information related to the Company's non-current
debt and cquity investments may be found in Part 1, Item 8 of this Form 10-K at Note 2 of Notes to Consolidated Financial Statements.

During 2004, the Company sold its remaining 986,000 sharcs of Akamai stock. The transaction generated proceeds of approximately $5 million and a gain before

taxes of approximately $4 million. As of September 25, 2004, the Company does not have any non-current public company investments reflected in its
consolidated balance sheet.

During 2003, the Company sold 1,875,000 shares of Akamai stock for net proceeds of approximately $9 million, and a gain before taxcs of approximately
$8 million. Additionaily, the Company sold its remaining investment in ARM stock, 278,000 shares, for net proceeds of approximately $295,000, and a gain

before taxes of $270,000, and sold its remaining investment in EarthLink stock, 6,540,000 shares, for net procecds of approximately $37 million, and a gain
before taxes of $2 million.

During 2002, the Company detcrmined that declines in the fair valuc of certain investments were other-than-tcmporary. As a result, the Company recognized a
$44 million charge to camings to writcdown the basis of its investment in EarthLink, a $6 million charge to eamings to writcdown the basis of its investment in
Akamai, and a $15 million charge to camings to writcdown the basis of its investment in a private company investment. These losses in 2002 were partially
offsct by the salc of 117,000 sharcs of EarthLink stock for nct proceeds of $2 million and a gain before taxcs of $223,000, the salc of 250,000 shares of Akamai

stock for nct procceds of $2 million and a gain before taxes of $710,000, and the sale of approximately 4.7 million sharcs of ARM stock for both net proceeds
and a gain before taxes of $21 million.

Interest and Other Income, Net

Total intercst and other income, net decreased $30 million or 36% to $53 million during fiscal 2004 compared to $83 million in 2003 and $112 million in 2002.
These dccreascs are attributable primarily to declining investment yields on thc Company's cash and short-term investments resulting from lower market interest
and a shortening of the average maturity of the Company's investment portfolio, as well as lower gains on sales of short-term investments in fiscal 2004. The
weighted average interest rate carncd by the Company on its cash, cash cquivalents and short-term investments fell to 1.38% in 2004 compared to the 1.89% and
2.85% rates carned during 2003 and 2002, respectively. The Company occasionally sells short-term investments prior to their stated maturities. As a result of
such salcs, the Company recognized net gains of $1 million, $21 million and $7 miltion during fiscal 2004, 2003 and 2002, respectivcly. The decrease in total
interest and other income, net during fiscal 2003 was also offsct by the $6 million gain related to the forward purchase agreement during the fourth quarter of
2003 which is further discusscd below under the heading "Cumulative Effects of Accounting Changes."

Interest expensc consisted primarily of intcrest on the Company's $300 million aggregate principal amount unsecured notes, which were repaid upon their
maturity in Fcbruary 2004, partially offsct by amortization of deferred gains realized in 2002 and 2001 that resulted from the closurc of swap positions associated
with the unsecured notes. The unsecured notcs were sold at 99.925% of par for an cffective yield to maturity of 6.51%. Total deferred gain resulting from the
closure of debt swaps of approximately $23 million was fuily amortized as of the notes' maturity in February 2004.

Provision for Income Taxes

The Company's cffcctive tax rate for the year ended Scptember 25, 2004 was approximately 28%. The Company's cffective rate differs from the statutory federal
income tax rate of 35% duc primarily to certain undistributed forcign camings for which no U.S. taxes are provided because such earnings are intended to
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be indcfinitely rcinvested outside the U.S. As of € ber 25, 2004, the Company had deferrcd tax asscts aris ym deductible temporary differences, tax
losscs, and tax credits of $647 miilion before bei. 2t against certain deferrcd tax liabilitics and a valuatioi ancc for presentation on the Company's
balancc sheet. Management belicves it is more likeiy than not that forccasted.income, including income that may oe gencrated as a result of certain tax planning
strategics, will be sufficient to fully recover the remaining net deferred tax asscts. As of Scptember 25, 2004, a valuation allowance of $30 million was recorded
against the deferred tax assct for the benefits of tax losses that may not be realized. The valuation allowance rclates principally to the operating loss
carryforwards acquircd from NeXT and other acquisitions, the utilization of which is subject to certain limitations imposcd by the Intemal Revenue Code. The
Company will continuc to cvaluate the realizability of the deferred tax asscts quartcrly by asscssing the nced for and amount of the valuation allowance.

The Internal Revenue Service (IRS) has completed its field audit of the Company's federal income tax returns for all years prior to 2001 and proposed certain
adjustments. Certain of these adjustments are being contested through the IRS Appeals Office. Substantiatly all IRS audit issues for these years have been
resolved. In addition, the Company is also subject to audits by state, local, and forcign tax authorities. Management belicves that adequate provision has been
madc for any adjustments that may result from tax examinations. However, the outcome of tax audits cannot be predicted with certainty. Should any issucs

addresscd in the Company's tax audits be resolved in 2 manner not consistent with management's expectations, thc Company could be required to adjust its
provision for income tax in the period such resolution occurs.

Cumulative Effects of Accounting Changes

Financial Instruments with Characteristics of Both Liabilities and Equity

On May 15, 2003, the Financial Accounting Standards Board (FASB) issucd SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics
of Both Liabilities and Equity. SFAS No. 150 requircs issuers to classify as liabilitics ccrtain freestanding financial instruments that cmbody obligations for the
issuer and have charactcristics of both liabilities and equity. The Company adopted the provisions of SFAS No. 150 on Junc 29, 2003, which resulted in a
favorablc cumulative cffcct type adjustment of approximately $3 million. This adjustment represented the mark-to-market adjustment to fair value for a forward
purchasc agreement that allowed the Company to acquire 1.5 million sharcs of its common stock at a pricc of $16.64 per share. The Company settled this forward

purchase agreement in August 2003. The scttlement resulted in an additional gain of approximatcly $6 miltion, which is included in interest and other income,
net.

Accounting for Asset Retirement Obligations

On Scptember 29, 2002, the Company adopted SFAS No. 143, Accounting for Asset Retirement Obligations, which addrcsses financial accounting and reporting
for obligations associated with the retirement of tangible long-lived assets and the associated asset retirement costs. Net of the related income tax effect of
approximatcly $1 million, adoption of SFAS No. 143 resulted in an unfavorablc cumulative-cffect type adjustment to net income during 2003 of approximately
$2 million. This adjustment represents cumulative depreciation and accretion that would have been recognized through the date of adoption of SFAS No. 143 had
the statement becn applied to thc Company's existing asset retirement obligations at the time they were initially incurred.

Recent Accounting Pronouncements

In December 2003, the Securitics and Exchange Commission rcleased Staff Accounting Bulletin (SAB) No. 104, Revenue Recognition, which supercedes
SAB 101, Revenue Recognition in Financial Statements. SAB 104 clarifics existing guidance regarding revenuc contracts that contain multiple deliverables to

make it consistent with Emerging Issues Task Force (EITF) No. 00-21. The adoption of SAB 104 did not havc a material impact on the Company's results of
opcrations or financial position.
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In December 2003, the Financial Accounting Star Board (FASB) issued Interpretation No. (FIN) 46R, a r 1to FIN 46, Consolidation of Variable
Interest Entities. FIN 46R clarifies some of the pr. as of FIN 46 and excmpts certain cntities from its requi. - .its. FIN 46R is cffective at the cnd of the

first interim period ending after March 15, 2004. The adoption of FIN 46R did not have a material impact on the Company's results of opcrations or financial
position.

In March 2004, the FASB issucd EITF Issue No. 03-1, The Meaning of Other-Than-Temporary lmpairment and Its Application to Certain Investments.

EITF 03-1 includes new guidance for evaluating and recording impairment losses on debt and equity investments, as well as new disclosure requirements for
investments that arc dcemed to be temporarily impaired. In September 2004, the FASB issued FASB Staff Position EITF 03-1-1, which delays the effective date
until additional guidance is issucd for the application of the recognition and mcasurement provisions of EITF 03-1 to invcstments in securitics that arc impaired,;
however, the disclosure requirements are effective for annual periods ending after June 15, 2004. Although the Company will continue to evaluate the application
of EITF 03-1, management does not currently belicve adoption will have a material impact on its results of operations or financial position.

Accounting for Stock-Based Compensation

The Company currently measurcs compensation expense for its employce stock-based compcnsation plans using the intrinsic value method prescribed by
Accounting Principles Board (APB) Opinion No. 25, Accounting for Stock Issued to Employees and provides pro forma disclosurcs of the effect on net income
and carnings per sharc as if the fair valuc-bascd mcthod had been applied in measuring compensation expense. The Company has clected to follow APB Opinion
No. 25 because, as further discussed in Part 11, Item 8 of this Form 10-K at Notc 1 of the Notes to Consolidatcd Financial Statements, the alternative fair value
accounting provided for under SFAS No. 123, Accounting for Stock-Based Compensation, requires usc of option valuation modcls that were not developed for
use in valuing employce stock options and cmployce stock purchasc plan shares. Undcr APB Opinion No. 25, when the excrcisc price of the Company's
employec stock options equals the market price of the underlying stock on the datc of the grant, no compensation cxpense is recognized.

On March 31, 2004, the FASB issucd a proposed Statement, Share-Based Payment, that addresses the accounting for sharc-bascd payment transactions in which
an cnterprise receives employee services in exchange for (a) equity instruments of the enterprise or (b) liabilities that are based on the fair valuc of the
enterprise's equity instruments or that may be scttled by the issuance of such equity instruments. The proposed Statement would climinate the ability to account
for share-based compensation transactions using APB Opinion No. 25 and generally would require instead that such transactions be accounted for using a

fair-valuc-based method. If adopted, it is currently anticipated that the proposed Statement would be effective for the Company beginning in its fourth fiscal
quarter of 2005.

At the Company's annual sharcholders mecting on April 24, 2003, sharcholders approved a proposal requesting that the Company's Board of Dircctors (the
Board) establish a policy of cxpensing the value of all futurc cmployce stock options issucd by thc Company. The Board and management appreciatc and take
seriously the views expressed by the Company's sharcholders. The Company decided not to expense the valuc of employce stock options until the FASB finalizes
its new accounting standard on thc matter, which may play a significant role in determining the fair valuc of and accounting for cmployee stock options. The
Company monitors progress at the FASB and other developments with respect to the general issue of employce stock compensation. The Company is currently
reviewing the potential impact from the guidance of the proposcd statement, which may require the Company to recognize substantially morc compensation
expensc in future periods that could have a material adverse impact on the Company's future results of opcrations. The accounting impact had the Company

chosen to apply the fair-value recognition provisions of SFAS No. 123, instead of the recognition provisions under APB Opinion No. 25, is described in Part 11,
Item 8 of this Form 10-K at Note | of the Notes to Consolidated Financial Statements.
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Liquidity and Capital Resources

The following table presents sclected financial information and statistics for each of the last threc fiscal years (dollars in millions):

2004 2003 2002
Cash, cash equivalents, and short-term investments $ 5,464 % 4,566 § 4,337
Accounts receivable, net 3 774§ 766 $ 565
Inventory $ 0r 56 $ 45
Working capital $ 4375 § 3,530 % 3,730
Days sales in accounts receivable (DSO) (a) 30 41 36
Days of supply in inventory (b) 5 4 4
Days payables outstanding (DPO) (c) 76 82 77
Annual opcrating cash flow $ 934 % 289 § 89

(a)

DSO is based on ending nct trade reccivables and most recent quarterly nct sales for cach period.
(%)

Days supply of inventory is based on ending inventory and most recent quarterly cost of sales for cach period.
(c)

DPO is based on ending accounts payable and most recent quarterly cost of sales adjustcd for the changg in inventory.

As of September 25, 2004, the Company had $5.464 billion in cash, cash cquivalents, and short-term investments, an increase of $898 million over the same
balances at the end of fiscal 2003. The principal components of this increase werc cash generated by operating activitics of $934 million and proceeds of

$427 million from the issuance of common stock under stock plans, partially offset by cash used to repay the Company's outstanding debt of $300 million and
purchases of property, plant, and equipment of $176 million. The Company's short-term investment portfolio is primarily invested in high credit quality, liquid
investments. Approximately $3.2 billion of this cash, cash equivalents, and short-term investments are held by the Company's foreign subsidiaries and would be
subject to U.S. income taxation on repatriation to the U.S. The Company is currently asscssing the impact of the one-time favorable forcign dividend provisions
recently enacted as part of the American Jobs Creation Act of 2004, and may decide to repatriate eamnings from some of its foreign subsidiaries.

The Company believes its cxisting balances of cash, cash cquivalents, and short-term investments will be sufficient to satisfy its working capital necds, capital

cxpenditures, stock repurchase activity, outstanding commitments, and other liquidity requirements associated with its cxisting operations over the next
12 months.

Debt

In February 2004, the Company rctircd $300 million of debt outstanding in the form of 6.5% unsecurcd notcs. The notcs werc originally issucd in 1994 and were
sold at 99.9925% of par for an cffective yicld to maturity of 6.51%. The Company currently has no long-term dcbt obligations.

Capital Expenditures

The Company's total capital expenditures were $176 million during fiscal 2004, $104 million of which were for retail store facilities and equipment related to the
Company's Retail scgment and $72 million of which were primarily for corporate infrastructure, including information systems enhancements and operating
facilities enhancements and expansions. The Company currently anticipates it will utilizc approximately $240 million for capital expenditures during 2005,
approximately $125 million of which is expected to be utilized for further expansion of the Company's Retail scgment and the remainder utilized to support
normal replacement of cxisting capital asscts and enhancements to gencral information technology infrastructure. '
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In July 1999, the Company's Board of Directors authorized a plan for the Company to repurchase up to $500 million of its common stock. This repurchase plan
does not obligate the Company to acquire any specific number of shares or acquire shares over any specificd period of time.

Stock Repurchase Plan

During the fourth quarter of 2001, the Company entered into a forward purchase agreement to acquire 1.5 million shares of its common stock in September of
2003 at an average price of $16.64 per sharc for a total cost of $25.5 miltion. In August 2003, the Company settled this agreement prior to its maturity, at which
time the Company's common stock had a fair value of $22.81. Other than this forward purchase transaction, the Company has not engaged in any transactions to
repurchase its common stock since fiscal 2000. Since inception of the stock repurchasc plan, the Company had repurchased a total of 6.55 million shares at a cost
of $217 million. The Company was still authorized to repurchase up to an additional $283 million of its common stock as of September 25, 2004.

Off-Balance Sheet Arrangements and Contractual Obligations

The Company has not entered into any transactions with unconsolidated cntities whereby the Company has financial guarantees, subordinated retained intcrests,
derivative instruments or other contingent arrangements that expose the Company to material continuing risks, contingent liabilities, or any other obligation
under a variable interest in an unconsolidated cntity that provides financing, liquidity, market risk or credit risk support to the Company.

The following table presents certain payments due by the Company under contractual obligations with minimum firm commitments as of September 25, 2004
and excludes amounts alrcady recorded on the Company's balance shecet as current liabilities (in millions):

Payments Payments Payments Payments

Duc in Less Duc in Ducin Duc in More

TOTAL Than 1 year 1-3 years 4-5 years Than S ycars
Operating Leases $ 617 $ 89 $ 170 % 126 $ 232
Purchasc Obligations 1,112 1,112 — — —
Asset Retirement Obligations 12 — 1 2 9
Other Obligations 24 14 10 — —
Total $ 1,765 § 1,215 § 181 § 128 % 241

Lease Commitments

As of Scptember 25, 2004, the Company had total outstanding commitments on noncancelable operating leascs of approximately $617 million, $436 million of
which related to the lcase of retail space and related facilities. Remaining terms on the Company’s existing operating leases range from 2 to 16 ycars.

Purchase Obligations

The Company utilizes several contract manufacturers to manufacture sub-assemblics for the Company's products and to perform final assembly and test of
finished products. Thesc contract manufacturers acquire components and build product based on demand information supplied by thc Company, which typically
covers periods ranging from 30 to 130 days. The Company also obtains individual components for its products from a wide variety of individual suppliers.
Consistent with industry practicc, the Company acquires components through a combination of purchase orders, supplicr contracts, and open orders bascd on
projected demand information. Such purchase commitments typicaily cover the Company's forecasted component and manufacturing requircments for periods
ranging from 30 to 130 days. Thc naturc of the Company's outstanding third-party manufacturing commitments and component purchase commitments has not
changed significantly since the cnd of its fiscal 2003. As of Scptember 25, 2004, the Company had
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outstanding third-party manufacturing commitmer 1 component purchase commitments of approximately ¢ tlion.

Asset Retirement Obligations

The Company's asset retirement obligations are associated with commitments to return property subject to opcrating lcases to original condition upon lease

termination. As of Scptember 25, 2004, the Company estimates that gross cxpected future cash flows of approximately $12 miltion would be required to fulfill
thesc obligations.

Other Obligations

The Company's other obligations of approximately $24 million are primarily related to telecommunications services.

Indemnifications

The Company generally does not indemnify end-uscrs of its operating system and application software against lcgal claims that the software infringes third-party
intellectual property rights. Other agreements entered into by the Company somctimes include indemnification provisions under which the Company could be
subject to costs and/or damages in the event of an infringement claim against the Company or an indemnificd third-party. However, the Company has not been
rcquircd to make any significant payments resulting from such an infringement claim asserted against itself or an indemnificd third-party and, in the opinion of

management, does not have a liability related to unresolved infringement claims subject to indemnification that would have a material adverse affect on its
financial condition, liquidity or results of opcrations.

Factors That May Affect Future Results and Financial Condition

Becausc of the following factors, as well as other factors affecting the Company's operating resuits and financial condition, past financial performance should not
be considered to be a reliable indicator of future performance, and investors should not use historical trends to anticipate results or trends in future periods.

General economic conditions and current economic and political uncertainty could adversely affect the demand for the Company's products and the financial
health of its suppliers, distributors, and resellers. !

The Company's operating performance depends significantly on general cconomic conditions in the U.S. and abroad. Over the past several years, demand for the
Company's products has been negatively impacted by difficult global economic conditions. Additionally, somc of the Company's education customers appeared
to be delaying technology purchases due to concemns about the overall impact of the weaker economy and state budget deficits on their available funding.
Although recent macrocconomic trends seem to indicate an economic recovery, continued uncertainty about future economic conditions makes it difficult to
forecast futurc demand for the Company's products and rclated operating results. Should global and/or regional economic conditions deteriorate, dcmand for the
Company's products could be adverscly affected, as could the financial health of its suppliers, distributors, and resellcrs.

War, terrorism, public health issues or other business interruptions could disrupt supply, delivery or demand of products, which could negatively affect the
Company's operations and performance.

War, terrorism, public health issucs and other business interruptions whether in the U.S. or abroad, have caused and could continue to causc damage or disruption

to intemational commerce by creating economic and political uncertainties that may have a strong negative impact on the global economy, the Company, and the

Company's suppliers or customers. The Company's major business operations are subject to interruption by earthquake, fire, power shortages, terrorist attacks

and other hostilc acts, labor disputes, medical conditions, and other events beyond its control. The majority of the Company's research and development
|
1
,
I

activities, its corporatc headquarters, information technology systems, and other critical busincss operations, including certain component suppliers and
manufacturing vendors, are located near
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major seismic faults. Becausc the Company does ry carthquake insurance for dircct quake-related losser “ompany's operating results and financial
condition could be matcrially adversely affected . :vent of a major earthquake or other natural or manmac ster.

Although it is impossiblc to predict the occurrences or consequences of any such cvents, such events could result in a decrease in demand for the Company's
products, make it difficult or impossibic to deliver products to its customers or to reccive components from its suppliers, and could create delays and
incfficiencics in the Company's supply chain. In addition, should major public health issues, including epidemics, arise the Company could be negatively
impacted by the need for morc stringent employce travel restrictions, additional limitations in the availability of freight services, governmental actions limiting
the movement of products between various regions, delays in production ramps of new products, and disruptions in the operations of the Company's

manufacturing vendors and component suppliers. The Company's operating results and financial condition have been, and in the future may continue to be,
advcrscly affected by these cvents.

The market for personal computers and related peripherals and services, as well as digital music devices and related services, is highly competitive. If the
Company is unable to effectively compete in these markets, its results of operations could be adversely affected.

The personal computer industry is highly competitive and is characterized by aggressive pricing practices, downward pressure on gross margins, frequent
introduction of ncw products, short product life cycles, cvolving industry standards, continual improvement in product price/performance characteristics, rapid
adoption of tcchnological and product advancements by compctitors, price scnsitivity on the part of consumers, and a large number of competitors. Over the past
scveral ycars, pricc competition in the market for personal computers and related peripherals has been particularly intense. The Company's compctitors who scil
Windows and Linux bascd pcrsonal computers have aggressively cut prices and lowcred their product margins in order to gain or maintain markct share in
responsc to the weakness in demand that began in the sccond half of calendar 2000 for personal computing products. The Company's results of operations and

financial condition havc been, and in the future may continue to be, adversely affected by these and other industry-wide pricing pressurces and downward
Prcssurcs on gross margins.

The personal computer industry has also been characterized by rapid technological advances in software functionality, hardware performance, and features bascd
on cxisting or emerging industry standards. Further, as the personal computer industry and its customers place more reliance on the Internet, an increasing
number of Intcmet devices that are smaller and simpler than traditional personal computers may competc for market share with the Company's existing products.
Several compcetitors of the Company have cither targeted or announced their intention to target certain of the Company's key market segments, including
consumer, cducation, professional and consumer digital video editing, and design and publishing. Sevceral of the Company's competitors have introduced or
announccd plans to introduce digital music products and/or onlinc stores offering digital music distribution that mimic many of the unique design, technical
features, and solutions of the Company's products. The Company has a significant number of competitors, many of whom have greater financial, marketing,
manufacturing, and tcchnological resourccs, as well as broader product lincs and larger installed customer bases than those of the Company. Additionally, there

has becn a trend towards consolidation in the personal computer industry that has resulted in larger and potentially stronger competitors in the Company's
markets.

-

The Company is currently the only maker of hardware using the Mac OS. The Mac OS has a minority market share in the personal computer market, which is
dominatcd by makers of computers utilizing other competing opcrating systems, including Windows and Linux. The Company's futurc operating results and

financial condition arc substantially dependent on its ability to continue to develop improvements to the Macintosh platform in order to maintain perceived
design and functional advantages over competing platforms.
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The Company is currently focused on market opportunitics related to digital music distribution and related consumer electronic devices, including iPods. The
Company faccs increasing compctition from other companies promoting their own digital music products and distribution scrvices and frec peer-to-peer music
services. These compctitors include both ncw cntrants with novel market approachcs, such as subscription services modcls, and also larger companies that may
have greater technical, marketing, distribution and other resources than those of the Company, as well as cstablished hardware, software and music content
supplier relationships. Failure to cffectively competc could ncgatively affect the Company's operating results and financial position. There can be no assurance
that the Company will be able to continuc to provide products and services that effectively competc in these markets or successfully distribute and sell digital
music outside thc U.S. The Company may also have to respond to pricc competition by lowering prices and/or increasing features which could adversely affect
the Company's music product gross margins as well as overall Company gross margins.

The Company also faces increased compctition in the U.S. education market. Sales in the U.S. to both elcmentary and secondary schools, as well as for college
and university customers, remain a core market for the Company. Uncertainty in this channel remains as several compcetitors of the Company havc cither targeted
or announced their intention to target the education market for personal computers, which could negatively affect the Company's market share. In an effort to
rcgain market share and remain competitive, the Company has been and will continue to pursue one-to-one (1:1) learning solutions in education. The Company's
1:1 learning solutions arc a complete solution consisting of an iBook portable system for every student and teachcer along with a wirclcss network connected to a
central scrver. These 1:1 lcarning solutions and other strategic sales arc gencrally priced more aggressively and could result in significantly lcss profitability or
cven in financial losscs, particularly for larger deals. Although the Company belicves it has taken certain steps to strengthen its position in the education market,
there can be rio assurance that the Company will be able to increase or maintain its share of the cducation market or cxccutc profitably on large strategic
arrangements. Failure to do so may have an adverse impact on thc Company's operating results and financial condition.

The Company must successfully manage frequent product introductions and transitions in order to remain competitive and effectively stimulate customer
demand.

Due to the highly volatile and compctitive nature of the personal computer and consumer electronics industries, which are characterized by dynamic customer
demand pattcrns and rapid technological advances, the Company must continually introduce new products and technologies, enhance existing products in order
to remain competitive, and effectively stimulate customer demand for new products and upgraded versions of the Company's existing products. The success of
new product introductions is dependent on a number of factors, including market acceptance; the Company's ability to manage the risks associated with product
transitions, including production ramp issues; the availability of application software for new products; the effcctive management of inventory levels in line with
anticipated product demand; the availability of products in appropriate quantitics to meet anticipatcd demand; and the risk that new products may have quality or

other defects in the carly stages of introduction. Accordingly, the Company cannot determine in advance the ultimatc cffect that new products will have on its
sales or results of operations.

The Company's products, from time to time, experience quality problems that can result in decreased net sales and operating profits.

The Company sclls highly complex hardware and software products that can contain defects in design and manufacture. Sophisticatcd operating system software
and applications, such as thosc sold by thc Company, often contain "bugs" that can unexpectedly interfcre with the operation of the softwarc. Defects may also

occur in componcnts and products the Company purchases from third-parties. There can be no assurancc that the Company will be able to detect and fix all
defects in the hardware and software it sells.
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Failure to do so could result in lost revenuc, loss itation, and significant warranty and other ecxpensc to 1

Because orders for components, and in some cases commitments (o purchase components, must be placed in advance of customer orders, the Company faces
substantial inventory risk.

The Company records a writc-down for inventorics of components and products that have become obsolete or are in excess of anticipated demand or net
realizablc value and accrues nccessary rescrves for cancellation fees of orders for inventories that have been cancelled. Although the Company believes its
inventory and related provisions are adequate, given the rapid and unpredictable pace of product obsolescence in the computer and consumer electronics
industries, no assurancc can be given that the Company will not incur additional inventory and rclated charges. In addition, such charges have had, and may have,
a material effect on the Company's financial position and results of operations.

The Company must order components for its products and build inventory in advancc of product shipments. Because the Company's markets are volatile and
subject to rapid technology and price changes, there is a risk the Company will forccast incorrectly and produce or order from third parties cxcess or insufficient
inventorics of particular products. Consistent with industry practice, components are normally acquircd through a combination of formal purchase orders,
supplicr contracts, and open orders based on projected demand information. Such purchase commitments typically cover the Company's forecasted component
and manufacturing requirements for periods ranging from 30 to 130 days. The Company's operating results and financial condition have been in the past and may

in the future be matcrially adverscly affected by the Company's ability to manage its inventory levels and respond to short-term shifts in customer demand
pattems.

Future operating results are dependent upon the Company's ability to obtain a sufficient supply of components, including microprocessors, some of which are in
short supply or available only from limited sources.

Although most components cssential to the Company's busincss are gencrally available from multiple sources, certain key components including microproccssors
and ASICs are currently obtained by the Company from single or limited sources. Some key components (including without limitation DRAM, and TFT-LCD
flat-panel displays), while currently available to the Company from multiple sourccs, are at times subject to industry-wide availability and pricing pressures. In
addition, new products introduced by the Company often initially utilize custom components obtained from only one source until thc Company has evaluated
whether there is a necd for, and subsequently qualifics, additional suppliers. In situations where a component or product utilizes new technologies, initial capacity
constraints may exist until such time as the supplicrs’ yiclds have matured. The Company and other producers in the personal computer industry also compete for
various components with other industries that have experienced increased demand for their products. The Company uses some components that are not common
to the rest of the personal computer industry including certain microprocessors and ASICs. Continued availability of these components may be affected if
producers were to dccide to concentrate on the production of components other than those customized to meet the Company's requirements. If the supply of a key

component were to be delayed or constrained on a new or existing product, the Company's results of operations and financial condition could be adverscly
affected. '

The Company's ability to producc and market competitive products is also dependent on the ability and desirc of IBM and Freescale Semiconductor, Inc.

(formerly the Semiconductor Products Scgment of Motorola, Inc.), the solc supplicrs of the PowerPC RISC-based microprocessor for the Company's Macintosh
computers, to provide the Company with a sufficient supply of microproccssors with price/performance features that compare favorably to those supplicd to the
Company's competitors by Intel Corporation and other developers and producers of microprocessors used by personal computers using other operating systems.

Further, despite its cfforts to cducate the marketplace to the contrary, the Company believes that many of its current and potential customers belicve that the
relatively slower MHz
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rating or clock speed of thc microprocessors it utilizes in its Macintosh systems compares unfavorably to those utilized by other operating systems and translates
to slower overall system performance. There have been instances in recent years where the inability of the Company's suppliers to provide advanced PowerPC
microprocessors in sufficient quantity has had significant adverse effects on the Company's results of operations. In addition, IBM is currently the Company's
sole supplier of the PowerPC G5 processor, which is used in the Company's current Power Mac, Xscrve, and iMac products. Freescale Semiconductor, Inc. is the
sole supplier of thc G4 processor, which is used in the Company’s eMac and portable products. IBM has recently expericnced manufacturing problems with the
PowerPC G5 processor, which resulted in the Company delaying the shipment of various products and constrained certain product shipments during the sccond
half of 2004. The inability of IBM to remedy these problems in a timely manner, avoid manufacturing problems in the future, and to deliver to the Company

microprocessors in sufficient quantities with competitive price/performance features could further constrain shipments of products containing the GS processor
and could adversely affect the Company's results of operations and financial condition.

The Company is dependent on manufacturing and logistics services provided by third parties, many of whom are located outside of the U.S.

Most of the Company's products are manufactured in whole or in part by third-party manufacturers. In addition, the Company has outsourced much of its
transportation and logistics management. While outsourcing arrangements may lower the cost of opcrations, they also reduce the Company's dircct control over
production and distribution. It is uncertain what effect such diminished control will have on the quality or quantity of the products manufacturcd or services
rendered, or the flexibility of thc Company to respond to changing market conditions. Morcovcr, although arrangements with such manufacturers may contain
provisions for warranty cxpense reimbursement, the Company may remain at least initially responsiblc to the ultimate consumer for warranty service in the event
of product defects. Any unanticipated product defect or warranty liability, whether pursuant to atrrangements with contract manufacturcrs or otherwisc, could
adversely affect the Company's future operating results and financial condition.

Final assembly of products sold by the Company is currently conductced in the Company's manufacturing facility in Cork, Ireland, and by cxtemnal vendors in
Fremont, California, Fullerton, California, Taiwan, Korea, the Netherlands, the Pcople's Republic of China, and thc Czech Republic. Currently, manufacture of
many of the components used in the Company's products and final assembly of substantially all of the Company's portable products including PowerBooks,
iBooks, and the iPod is performed by third-party vendors in Taiwan and China. If for any reason manufacturing or logistics in any of thesc locations is disrupted

by events such as regional economic, business, environmental, medical, political, information tcchnology system failures, or military actions, thc Company's
results of operations and financial condition could be adversely affected.

The Company's future operating performance is dependent on the performance of distributors and other resellers of the Company's products.

The Company distributes its products through wholesalers, resellers, national and regional retailcrs and catalogucrs, many of whom distributc products from
competing manufacturers. In addition, the Company also sells many of its products and resells certain third-party products in most of its major markets directly to
end users, certain education customers, and certain resellers through its onlinc stores around the world and its retail storcs. Many of the Company's significant
rescllers opcrate on narrow product margins and have been negatively affected by recent economic conditions. Considerable trade reccivables that are not
covered by collatcral or credit insurance are outstanding with thc Company's distribution and retail channe! partncrs. The Company's business and financial
results could be adversely affected if the financial condition of these resellers weaken, if resellers within consumer channels were to cease distribution of the
Company's products, or if uncertainty regarding demand for the Company's products causcd resellers to
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reducc their ordering and marketing of the Comp- ‘roducts. The Company has invested and will continue ! st in various programs to enhance reseller
salcs, including staffing selected resellers' stores ompany employees. These programs could require a su .al investment from the Company, while
providing no assurance of rcturn or incremental revenue to offset this investment.

Qver the past scveral years, an increasing proportion of the Company's net sales have been made by the Company directly to end-users through its online stores
around the world and through its retail stores in the U.S. and Japan. Some of thec Company's resellers have perceived this expansion of the Company's direct salcs
as conflicting with their own business and economic interests as distributors and resellers of the Company's products. Perception of such a conflict could
discourage the Company's resellers from investing additional resources in the distribution and sale of the Company's products or lead them to limit or cease

distribution of the Company's products. The Company's business and financial results could be adversely affected if expansion of its dircct sales to end-users
causes some or all of its rescllers to ceasc or limit distribution of the Company's products.

Further information regarding risks associated with Marketing and Distribution may be found in Part I, Item ! of this Form 10-K under the hcading "Markets and
Distribution."

The Company relies on third-party music content, which nfay not be available to the Company on commercially reasonable terms or at all.

The Company contracts with third parties to offer their music content to customers through the Company's iTunes Music Store. The Company pays substantial
fecs to obtain the rights to offer to its customers this third-party music. Many of the Company's licensing arrangements with these third-party content providers
arc short-term in nature and do not guarantee the future rencwal of these arrangements at commercially reasonable terms, if at all. Certain partics in the music
industry have announced their intent to consolidate their music distribution operations, which could limit the availability and increase the fees required to offer
music content to customers through the iTunes Music Store. Further, some third-party content providers currently, or may in the future, offer music products and
services that compete with the Company's music products and services, and could take action to make it more difficuit or impossible for the Company to license
their music content in the future. 1f the Company is unable to continuc to offer a wide variety of music content at reasonable prices with acceptable usage rules,

or continue to expand its geographic reach outside the U.S., then sales and gross margins of the Company's iTunes Music Storc as well as rclated hardware and
peripherals, including iPods, may be adversely affccted.

Third-party content providers and artists require that the Company provide certain digita! rights management solutions and other security mechanisms. [f the
requirements from content providers or artists change, then the Company may be required to further develop or license technology to address such new rights and
requirements. There is no assurance that the Company will be able to develop or license such solutions at a reasonable cost and in a timely manncr, if at all,
which could have a matcrially adverse effect on the Company's operating resuits and financial position.

The Company's future performance is dependent upon support from third-party software developers. If third-party software applications cease to be developed
or available for the Company's hardware products, then customers may choose not to buy the Company's products.

The Company belicves that decisions by customers to purchase the Company's personal computers, as opposed to Windows-based systems, are often based on
the availability of third-party software for particular applications such as Microsoft Office. The Company also believes the availability of third-party application
software for the Company's hardware products depends in part on third-party devclopers' perception and analysis of the relative benefits of developing,
maintaining, and upgrading such software for the Company's products versus software for the larger Windows market. This analysis is based on factors such as

the perceived strength of the Company and its products, the anticipated potential revenue that may be generated, continued acceptance by customers of Mac OS
X, and the costs of developing such
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softwarc products. To the extent the Company's f° “al losses in prior years and the minority market share he thc Company in the personal computer
market, as wcll as thc Company‘s decision to cna . OS licensing program, have causcd software develop question the Company's prospects in the
personal computer market, developers could be less .nclined to develop new application software or upgrade exisung software for the Company's products and
more inclined to devote their resources to developing and upgrading software for the larger Windows market. Morcover, there can be no assurance softwarc
developers will continuc to develop software for Mac OS X, the Company's operating system, on a timely basis or at all.

In addition, past and futurc devclopment by the Company of its own software applications and solutions may negatively impact the dccision of software
developers to develop, maintain, and upgrade similar or competitive software for the Company's products. The Company currently markets and sells a variety of
software applications for usc by professionals, consumers, and education customers that could influence the decisions of third-party software developers to
develop or upgrade Macintosh-compatible software products. Software applications currently marketed by the Company include software for professional film
and vidco cditing, professional compositing and visual effects for large format film and video productions, professional music production and music post
production, professional and consumer DVD encoding and authoring, consumer digital video and digital photo editing and management, digital music
management, desktop-based databasc management, and high-quality presentations. The Company also markets an intcgrated productivity application that
incorporatcs word processing, page layout, image manipulation, spreadsheets, databases, and presentations in a single application.

In August 1997, the Company and Microsoft Corporation entered into patent cross license and technology agreements. In addition, for a period of five years
through August 2002, and subjcct to certain limitations related to the number of Macintosh computers sold by the Company, Microsoft was requircd to make
versions of its Microsoft Office and Internet Explorer products for the Mac OS. Although Microsoft has relcased Microsoft Office and Intemnet Explorer for Mac
OS X, Microsoft has not been obligated to produce future versions of its products subsequent to August 2002. While the Company belicves its relationship with
Microsoft has been and will continuc to be beneficial to the Company and to its cfforts to increasc the installed base for the Mac OS, the Company docs compete
dircctly with Microsoft in a number of key arcas. Accordingly, Microsoft's interest in producing application software for the Mac OS following expiration of the
agreecments may be influenced by Microsoft's pereeption of its interests as the vendor of the Windows operating system and competing digital media
applications, including music distribution scrvice and technology. In Junc of 2003, Microsoft stated that it would no longer develop new versions of Internct
Explorer for the Mac OS, subscquent to the Company's introduction during 2003 of its own web browser, Safari. Further discontinuance of products for the
Macintosh platform, including Microsoft Office and other Microsoft products could have an adverse effect on the Company's net sales and results of operations.

The Company's business relies on access to patents and intellectual property obtained from third parties, and the Company's future results could be adversely
affected if it is alleged or found to have infringed on the intellectual property rights of others.

Many of thc Company's products arc designed to include intellectual property obtained from third-parties. While it may be necessary in the future to seck or
rencw licenscs relating to various aspects of its products and business methods, the Company believes that based upon past experience and industry practice, such

licenses gencrally could be obtaincd on commercially reasonable terms. However, there can be no assurance that the necessary licenses would be available or
availablc on acceptable terms.

Bccause of tcchnological changes in the computer and consumer electronics industrics, current extensive patent coverage, and the rapid rate of issuance of new

patents, it is possiblc ccrtain components of the Company's products and business methods may unknowingly infringe existing patents of othcrs. The Company
has from time to time been notificd that it may be infringing certain patents or other intcllectual
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property rights of others. Responding to such claims, regardless of their merit, can be time consuming, result in significant expenses, and cause the diversion of
management and technical personnel. Several pending claims arc in various stages of evaluation. The Company may consider the desirability of cntering into
licensing agrcements in certain of these cascs. However, no assurance can be given that such licenses can be obtained on acceptable terms or that litigation will
not occur. In the event there is a temporary or permancent injunction entered prohibiting the Company from marketing or selling certain of its products or a
successful claim of infringement against the Company requiring it to pay royaltics to a third-party, the Company's future operating results and financial condition
could be adversely affected. Information regarding certain claims and litigation involving the Company related to alleged patent infringement and other matters is
sct forth in Part I, Item 3 of this Form 10-K. In the opinion of management, the Company docs not have a potential liability for damages or royalties from any
current legal proccedings or claims related to the infringement of patent or other intellectual property rights of others that would individually or in the aggregate
have a material adverse effect on its results of operations, or financial condition. However, the results of such legal proceedings cannot be predicted with
certainty. Should the Company fail to prevail in any of the matters related to infringement of patent or other intellectual property rights of others described in

Part 1, Item 3 of this Form 10-K or should scveral of these matters be resolved against the Company in the same reporting period, the operating results of a
particular reporting period could be materially adverscly affected.

The Company's retail initiative has required and will continue to require a substantial investment and commitment of resources and is subject to numerous risks
and uncertainties.

Through Scptember 2004, the Company has opened 86 retail stores. The Company's retail initiative has required substantial investment in cquipment and
leaschold improvements, information systems, inventory, and personnel. The Company has also entered into substantial operating lcase commitments for retail
space with Icasc terms ranging from 5 to 16 ycars, the majority of which are for 10 years. The Company could incur substantial costs should it choosc to
terminate this initiative or close individual storcs. Such costs could adverscly affect the Company's results of operations and financial condition. Additionally, a
rclatively high proportion of the Retail segment's costs are fixed becausc of depreciation on store construction costs and lease expensc. As a result, significant
losses would result should the Retail segment cxpericnce a decline in sales for any reason.

Certain of the Company's storcs have been designed and built to serve as high profile venues that function as vehicles for general corporate marketing, corporate
events, and brand awareness. Because of their uniquce design elements, locations and size, these stores require substantially more investment in equipment and
leaschold improvements than the Company's morc typical retail stores. The Company has opened seven such stores through November 2004. Becausc of their
location and sizc, these high profile stores also require the Company to enter into substantially larger operating lcase commitments compared to those required
for its morc typical stores. Current Icases on such locations have terms ranging from 10 to 16 years with total commitments per location over the lcase terms

ranging from $25 million to $50 million. Closurc or poor performance of onc of these high profile stores could have a particularly significant negative impact on
the Company's results of opcrations and financial condition.

Many of the general risks and uncertaintics the Company faces could also have an adverse impact on its Retail segment. Also, many factors unique to retail
operations present risks and uncertainties, some of which arc beyond thec Company's control, that could adversely affect the Retail segment's future results, cause
its actual results to differ from those currently expected, and/or have an adverse cffect on the Company's consolidated results of operations. Potential risks and
uncertaintics unique to retail operations that could have an adversc impact on the Retail segment include, among other things, macro-economic factors that have a
negative impact on general retail activity; inability to manage costs associated with store construction and operation; lack of consumer acceptance of the
Company's retail approach; failure to attract new uscrs to the Macintosh platform; inability to sell third-party hardware and software products at adequate
margins; failure to manage relationships with existing rctail channcl partners; lack of experience
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in managing retail opcrations outside the U.S.; costs associated with unanticipated fluctuations in the valuc of Apple-branded and third-party retail inventory; and
inability to obtain quality rctail Jocations at reasonable cost.

Investment in new business strategiés and initiatives could disrupt the Company's ongoing business and may present risks not originally contemplated.

The Company may decide to invest in new business strategies or engage in acquisitions that complement the Company's strategic dircction and product roadmap.
Such endeavors may involve significant risks and uncertainties, including distraction of management's attention away from normal business operations;
insufficient revenue generation to offsct liabilitics assumed and expenses associated with the strategy; and unidentified issues not discovered in the Company's
due diligence process. Because these new ventures are inherently risky, no assurance can be given that such strategics and initiatives will be successful and will
not materially adverscly affect the Company's busincss, operating results or financial condition.

Declines in the sales of the Company's professional products or increases in sales of consumer products, including iPods, may negatively impact the Company's
gross margin and operating margin percentages

Unit sales of the Company's professional products, including Power Macintosh and PowcrBook systems, gencrally have higher gross margins than the
Company's consumer products, including iMacs, iBooks, iPods, and content from the iTunes Music Store. A shift in salcs mix away from higher margin
professional products towards lower margin consumer products could adversely affect the Company's future gross margin and operating margin percentages. The
Company's traditional professional customers may choose to buy consumer products, specifically the iMac GS and iBook, instcad of professional products.
Profcssional users may choosc to buy the iMac GS duc to its relative price performance, usc of the same PowerPC G5 processor uscd in the Company's Power
Macs, and unique design featuring a flat panel screen. Potential PowerBook customers may also choose to purchase iBooks instead duc to their pricc
performance and screen size. Additionally, significant future growth in iPod salcs without corresponding growth in higher margin product sales could also reduce
gross margin and opcrating margin percentages.

The Company believes that weak cconomic conditions over the past several years are having a pronounced negative impact on its professional and creative
customers who are significant uscrs of its professional systems. Also, it is likely that many of the Company's current and potential professional, creative, and
small business customers, who are most likely to utilize professional systems, believe that the relatively siower MHz rating or clock speed of the microprocessors
the Company utilizes in its Macintosh systems compares unfavorably to those utilized by other computer manufacturers and translates to slower overall system

performance. These factors may result in an adverse impact to sales of the Company's professional products as well as to gross margin and opcrating margin
percentages.

The Company expects its quarterly revenue and operating results to fluctuate for a variety of reasons.

The Company's profit margins vary among its products and its distribution channcls. The Company's direct sales, primarily through its retail and enlinc storcs,
gencerally have higher associated profitability than its indirect sales. Additionally, the Company's direct channcls have traditionally had more sales of software
and higher priced hardware products, which generally have higher gross margins, than through its indirect channcls. As a result, the Company's gross margin and
operating margin perceniages as well as overall profitability may be adversely impacted as a result of a shift in product, geographic or channcl mix. In addition,
the Company generally sclls morc products during the third month of cach quarter than it does during either of the first two months, a pattern typical in the
personal computer industry. This sales pattern can produce pressure on the Company's internal infrastructurc during the third month of a quarter and may
adverscly impact the Company's ability to predict its financial results accurately. Developments late in a quarter, such as lowcr-than-anticipatcd demand for the
Company's products, an internal systems failure, or failure of one of the Company's key logistics, components suppliers, or manufacturing partners, can have
significant adverse impacts on the Company and its results of operations and financial condition.
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The Company has higher research and developm 1 selling, general and administrative costs, as a percen Crevenue, than many of its competitors.

The Company's ability to compete successfully and maintain attractive gross margins and revenue growth is heavily dependent upon its ability to cnsurc a
continuing and timely flow of innovative and competitive products and tcchnologies to the markctplace. As a result, the Company incurs higher rescarch and
development costs as a percentage of revenue than its competitors who scil personal computers basced on other operating systems. Many of these competitors
seek to compcte aggressively on price and maintain very low cost structurcs. Further, as a result of the cxpansion of the Company's Retail segment and costs
associated with marketing the Company's brand including its uniquc operating system, the Company incurs higher selling costs as a percentage of revenuc than
many of its competitors. If the Company is unable to continue to develop and scl! innovative new products with attractive gross margins, its results of operations
may be materially adversely affected by its operating cost structure.

The Company is exposed to credit risk on its accounts receivables. This risk is heightened during periods when economic conditions worsen.

The Company distributes its products through third-party computer resellers and retailers and directly to certain cducational institutions and commercial
customers. A substantial majority of the Company's outstanding trade rcceivables are not covered by collateral or credit insurance. The Company also has
unsecurcd non-trade receivables from certain of its manufacturing vendors resulting from the sale by the Company of raw material components to these
manufacturing vendors who manufacture sub-assemblics or assemble final products for the Company. While the Company has procedures in placc to monitor
and limit exposurc to credit risk on its trade and non-tradc reccivables, there can be no assurance that such procedures will be effective in limiting its credit risk
and avoiding losscs. Additionally, if the global economy and regional economics fail to improve or continuc to deteriorate, it becomes more likely that the
Company will incur a matcrial loss or losses as a result of the weakening financial condition of one or morc of its customers or manufacturing vendors.

The Company's success depends largely on its ability to attract and retain key personnel.

Much of the future success of thc Company depends on the continued scrvice and availability of skilled personncl, including its Chief Executive Officer,
members of its cxecutive team, and those in technical, marketing and staff positions. Expericnced personnel in the information technology industry are in high
demand and competition for their talents is intensc, especially in the Silicon Valley, where the majority of the Company's key employecs are located. The
Company has relied on its ability to grant stock options as one mechanism for recruiting and retaining this highly skilled talent. Potential accounting rcgulations
requiring the expensing of stock options may impair the Company's future ability to provide these incentives without incurring significant compcensation costs.
There can be no assurance that thc Company will continue to successfully attract and retain key personnel.

The Company is subject to risks associated with the availability and cost of insurance.

The Company has observed rapidly changing conditions in the insurance markets relating to nearly all arcas of traditional commercial insurance. Such conditions
have and may continue to result in higher premium costs, higher policy deductibles, lower coverage limits and may also yield possiblc policy form cxclusions.
For some risks, because of cost and/or availability, the Company docs not have insurance coverage. Because the Company retains some portion of its insurable
risks, and in some cases sclf insurcs completely, unforeseen or catastrophic losscs in excess of insurcd limits may have a material adverse cffect on the
Company's results of operations and financial position.

Failure of information technology systems and breaches in the security of data upon which the Company relies could adversely affect the Company's future
operating results.

Information technology system failures and breaches of data security could disrupt the Company's ability to function in the normal course of busincss by
potentially causing delays or cancellation of customer
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orders, impeding the manufacture or shipment of - *ts, or resulting in the unintentional disclosure of custo Company information. Management has

taken steps to address these concerns for its own : s by implementing sophisticated nctwork security and 1l control measures. However, there can be

no assurancc that a system failurc or data security breach of the Company or a third-party vendor will not have a material adverse cffect on the Company's tesults
of operations.

The Companry's business is subject to the risks of international operations.

A large portion of the Company's revenuc is derived from its international operations. As a result, the Company's operating results and financial condition could
be significantly affected by risks associated with international activities, including economic and labor conditions, political instability, tax laws (including U.S.
taxes on forcign subsidiaries), and changes in the value of the U.S. dollar versus the local currency in which the products are sold and goods and services are
purchased. The Company's primary exposure to movements in foreign currency exchange rates rclate to non-dollar denominated sales in Europe, Japan,
Australia, Canada, and certain parts of Asia and non-dollar denominated operating expenses incurred throughout the world. Weaknesses in foreign currencies,
particularly the Japanesc Yen and the Euro, can adversely impact consumer demand for the Company's products and the U.S. dollar valuc of the Company's
forcign currency denominated sales. Conversely, strengthening in these and other foreign currencies can increase the cost to the Company of product
components, negatively affecting the Company's results of operations.

Margins on sales of thc Company's products in forcign countries, and on sales of products that include components obtaincd from foreign supplicrs, can be
adverscly affected by forcign currency exchange rate fluctuations and by international trade regulations, including tariffs and antidumping penaltics.

Derivative instruments, such as forcign exchange forward and option positions have been utilized by the Company to hedge exposures to fluctuations in forcign

currency cxchange rates. The usc of such hedging activities may not offsct more than a portion of the adverse financial impact resulting from unfavorable
movements in forcign cxchange rates.

Further information related to the Company's global market risks may be found in Part II, Item 7A of this Form 10-K under the subhcading "Foreign Currcncy
Risk" and may be found in Part 11, Item 8 of this Form 10-K at Notes 1 and 2 of Notes to Consolidated Financial Statements.

The Company is subject to risks associated with environmental regulations.

Production and marketing of products in certain states and countries may subject the Company to environmental and other regulations including, in some
instances, the requirement to provide customers the ability to return product at the end of its uscful life, and place responsibility for environmentally safe disposal
or recycling with the Company. Such laws and regulations have recently been passed in several jurisdictions in which thc Company opcratcs, including various
European Union member countries, Japan and certain states within the U.S. In the future, these laws could have a matcrial adverse affect on the Company.

Changes in accounting rules could adversely affect the Company's future operating results.

Financial statements are prepared in accordance with U.S. gencrally accepted accounting principles. These principles are subject to interpretation by various
governing bodics, including the FASB and the Securities and Exchange Commission (SEC), who interpret and create appropriate accounting regulations. A
change from current accounting regulations, including accounting for stock-based compensation, could have a significant effect on the Company's results of
operations and could impact the manner in which the Company conducts busincss.
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Unanticipated changes in the Company’'s tax rate 'd affect its future results.

The Company's future effective tax rates could be tavorably or unfavorably affected by unanticipated changes in the mix of ecamings in countries with differing
statutory tax ratcs, changes in the valuation of the Company's deferred tax asscts and liabilities, or by changes in tax laws or their nterpretation. In addition, the
Company is subject to the continuous examination of its income tax returns by the Intemal Revenue Service and other tax authorities. The Company regularly
assesscs the likclihood of adverse outcomes resulting from thesc cxaminations to determine the adequacy of its provision for income taxes. There can be no
assurancc that the outcomes from these continuous examinations will not have an adverse cffect on the Company's operating results and financial condition.

The Company's stock price may be volatile.

The Company's stock has at times experienced substantial price volatility as a result of variations between its actual and anticipated financial results and as a
result of announcements by the Company and its competitors. The stock market has experienced extreme pricc and volume fluctuations that have affccted the
market pricc of many technology companics in ways that have been unrelated to the operating performance of these companics. These factors, including lack of
positive performance in the Company's stock price, as well as gencral economic and political conditions and investors' concerns regarding the credibility of
corporate financial reporting and integrity of financial markets, may materially adversely affect the market price of the Company's stock in the future. In addition,
increascs in the Company's stock price may result in greater dilution of camings per share.
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Item 7A. Quantitative and Qualitative Disclos ‘bout Market Risk
Interest Rate and Foreign Currency Risk Management

The Company rcgularly reviews its forcign cxchange forward and option positions and its intcrest rate swap and option positions, both on a stand-alone basis and
in conjunction with its underlying foreign currcncy and intercst rate related exposures. However, given the effective horizons of the Company's risk management
activities and the anticipatory nature of the exposures, there can be no assurance the hedges will offset more than a portion of the financial impact resulting from
movements in cither foreign exchange or interest rates. In addition, the timing of the accounting for recognition of gains and losses related to mark-to-market
instruments for any given period may not coincide with the timing of gains and losses related to the underlying economic exposures and, therefore, may
adversely affcct the Company's operating results and financial position.

Interest Rate Risk

While the Company is cxposcd to interest ratc fluctuations in many of the world's leading industrialized countries, the Company's intcrest income and expense is
most sensitive to fluctuations in the general level of U.S. interest rates. [n this regard, changes in U.S. interest rates affect the interest eamed on the Company's
cash, cash cquivalents, and short-tcrm investments as well as costs associated with foreign currency hedges.

The Company's short-tcrm investment policy and strategy is to ensure the preservation of capital, meet liquidity requirements, and optimize retum in light of
current credit and interest rate trends. The Company benchmarks its performance by utilizing external money managers to manage a small portion of the
aggregate investment portfolio. The cxternal managers adhere to the Company's investment policics and also provide occasional rescarch and market information
that supplcments internal research used to make credit decisions in the investment process.

The Company's cxposure to market risk for changes in interest rates relates primarily to the Company's investment portfolio. The Company places its short-term
investments in highly liquid securities issucd by high credit quality issuers and, by policy, limits the amount of credit exposure to any one issucr. The Company's
general policy is to limit the risk of principal loss and ensure the safety of invested funds by limiting market and credit risk. Al highly liquid investments with
maturities of threc months or less are classified as cash equivalents; highly liquid investments with maturities greater than thrce months are classified as
short-term investments. As of September 25, 2004, approximately $180 million of the Company's short-term investments had underlying maturities ranging from
1 to 5 years. As of Scptember 27, 2003, $629 million of the Company's investment portfolio classified as short-term investments had maturities ranging from 1 to
5 years. The remaindcr all had underlying maturitics between 3 and 12 months. The Company may sell its investments prior to their stated maturities, due to

liquidity nceds, in anticipation of credit deterioration, or for duration management. As a result of such activity, the Company rccognized net gains of $1 million
in 2004, $21 million in 2003, and $7 million in 2002,

In order to provide a meaningful assessment of the interest rate risk associated with the Company's investment portfolio, the Company performed a sensitivity
analysis to determine the impact that a change in intercst rates would have on the value of the investment portfolio assuming a 100 basis point parallel shift in the
yicld curve. Bascd on investment positions as of September 25, 2004, a hypothetical 100 basis point increasc in interest rates across all maturities would result in
a $14.4 million declinc in the fair market value of the portfolio. As of September 27, 2003, a similar 100 basis point shift in the yicld curve would have resuited
in a $12.9 million decline in fair value. Such losscs would only be realized if the Company sold the investments prior to maturity. Except in instances noted
abovc, the Company's policy is to hold investments to maturity.

From time to timc, thc Company has entered into interest rate derivative transactions with financial institutions in order to better match the Company's
floating-rate intercst income on its cash equivalents
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and short-tcrm investments with its fixed-ratc interest expense on its debt, and/or to diversify a portion of thc Company's exposurc away from fluctuations in

short-term U.S. interest rates. The Company did not enter into any intcrest rate derivatives during 2004 or 2003 and had no open interest ratc derivatives at
Scptember 25, 2004.

In prior years, the Company had entered into intcrest ratc debt swaps with financial institutions. The interest rate debt swaps required the Company to pay a
floating interest rate based on the three- or six-month U.S. dollar LIBOR and reccive a fixed rate of interest without exchanges of the underlying notional
amounts. These swaps effcctively converted the Company's fixed-rate 10-year debt to floating-ratc debt. Due to prevailing market interest rates, during 2001 and
2002 thc Company entered into and then subscquently closed out interest rate debt swap positions realizing gains of $23 million. The gains were deferred,
recognized in long-term debt and werc amortized to other income and expense over the remaining life of the debt.

Foreign Currency Risk

In general, the Company is a nct receiver of currencies other than the U.S. dollar. Accordingly, changes in cxchange rates, and in particular a strengthening of the
U.S. dollar, may ncgatively affcct the Company's net sales and gross margins as expressed in U.S. dollars. There is also a risk that the Company will have to
adjust local currency product pricing duc to compctitive pressurcs when there has been significant volatility in forcign currency exchange rates.

The Company may enter into forcign currency forward and option contracts with financial institutions to protect against forcign exchange risks associated with
existing asscts and liabilitics, certain firmly committed transactions, forecasted futurc cash flows, and nct investments in foreign subsidiaries. Generally, the
Company's practice is to hedge a majority of its cxisting matcrial forcign exchange transaction cxposures. However, the Company may not hedge certain forcign

cxchange transaction cxposurcs due to immateriality, prohibitive economic cost of hedging particular exposures, and limited availability of appropriate hedging
instruments.

In order to provide a meaningful assessment of the foreign currency risk associated with certain of the Company's foreign currency derivative positions, the
Company performed a sensitivity analysis using a value-at-risk (VAR) model to assess the potential impact of fluctuations in exchange rates. The VAR model
consisted of using a Mente Carlo simulation to generate 3000 random market price paths. The VAR is the maximum expected loss in fair value, for a given
confidence interval, to the Company's foreign exchange portfolio due to adverse movements in rates. The VAR model is not intended to represent actual losscs
but is used as a risk estimation and management tool. The model assumes normal market conditions. Forecasted transactions, firm commitments, and assets and
liabilities denominated in foreign currencics were excluded from the model. Based on the results of the model, the Company estimates with 95% confidence a
maximum ornc-day loss in fair valuc of $3.2 million as of Scptember 25, 2004 compared to a maximum one-day loss of $7.5 million as of September 27, 2003.

Because the Company uses foreign currency instruments for hedging purposes, losses incurred on those instruments are gencrally offsct by increases in the fair
valuc of the undcerlying exposures.

Actual gains and losscs in the future associated with the Company's investment portfolio and derivative positions may differ materially from the sensitivity
analyses performed as of Scptember 25, 2004 duc to the inherent limitations associated with predicting the changcs in the timing and amount of interest ratcs,
foreign currency exchanges rates, and lhc Company's actual exposures and positions.
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CONSOLIDATED BALANCE SHEETS

(In millions, except share amounts)

September 25, 2004 September 27, 2003
ASSETS:
Current assets:
Cash and cash equivalents $ 2,969 $ 3,396
Short-tcrm investments 2,495 1,170
Accounts receivable, less allowances of $47 and $49, respectively 774 766
Inventones 101 56
Deferred tax assets 231 190
Other current asscts 485 309
Total current asscts 7,055 5,887
Property, plant, and cquipment, nct 707 669
Goodwill 80 85
Acquired intangiblc asscts 17 24
Other asscets 191 150
Total assets $ 8,050 $ 6,815
LIABILITIES AND SHAREHOLDERS' EQUITY:
Current liabilities:
Accounts payable ] $ 1,451 $ 1,154
Accrucd cxpenscs 1,229 899
Current debt — 304
Total current liabilitics 2,680 2,357
Decferred tax liabilities and other non-current liabilitics 294 235
Total liabilities 2,974 2,592
Commitments and contingencies
Shareholders' equity:
Common stock, no par value; 900,000,000 sharcs authorized; 391,443,617 and 366,726,584 shares
issued and outstanding, respectively 2,514 1,926
Deferred stock compensation (93) (62)
Retained carnings 2,670 2,394
Accumulated other comprehensive income (loss) (15) (35)
Total shareholders' equity 5,076 4,223
Total liabilitics and sharcholders' cquity 3 8,050 3 6,815

Sec accompanying notcs to consolidated financial statements.
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Three fiscal years ended September 25, 2004

NSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except share and per share amounts)

2004 2003 2002

Net sales $ 8279 $ 6,207 § 5,742
Cost of sales 6,020 4,499 4,139
Gross margin 2,259 1,708 1,603
Operating cxpenses:

Research and devclopment 489 471 446

Sclling, general, and administrative 1,421 1,212 1,109

Restructuring costs 23 26 30

Purchased in-process research and development — - 1

Total operating expenses 1,933 1,709 1,586

Opcrating income (loss) 326 ) 17
Other income and expense:

Gains (losses) on non-current investments, net 4 10 (42)

Interest and other income, net 53 83 112

Total other income and expense 57 93 70

Income before provision for income taxes 383 92 87
Provision for income taxes 107 24 22
Income before accounting changes 276 68 65
Cumulative effects of accounting changes, net of income taxes — 1 —
Net income $ 276 $ 69 $ 65
Earnings per common share before accounting changes:

Basic $ 074 $ 019 § 0.18

Diluted $ 071 § 019 % 0.18
Earnings per common share:

Basic $ 074 $ 0.19 § 0.18

Diluted 3 071 3 019 § 0.18
Shares uscd in computing carnings per share (in thousands):

Basic 371,590 360,631 355,022

Diluted 387,311 363,466 361,785

Sce accompanying notes to consolidated financial statements.
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CON.

Balances as of September 29, 2001
Components of comprehensive income:

Net income
Change in forcign cumrency translation
Change in unrealized gain on
availablc-for-sale sccurities, net of tax
Change in unrcalized gain on derivative
investments, net of tax

Total comprehensive income
Amortization of deferred stock compensation
Common stock issucd under stock plans
Tax benefit related to stock options

Balances as of September 28, 2002
Components of comprehensive income:

Net income
Change in forcign currency translation
Change in unrealized gain on
available-for-sale securitics, net of tax
Change in unrealized gain on derivative
investments, net of tax

Total comprehensive income
Amortization of dcferred stock compensation
Write-off of deferred stock compensation
Common stock issucd under stock plans
Settlement of forward purchase agreement
Tax bencfit related to stock options

Balances as of September 27, 2003
Components of comprehensive income:

Net income
Change in forcign currency translation
Change in unrcalized gain on
available-for-sale securities, net of tax
Change in unrcalized loss on derivative
investments, net of tax

Total comprehensive income
Issuance of restricted stock units
Adjustment to common stock related to a prior
' year acquisition
Amortization of deferred stock compcensation
Common stock issued under stock plans
Tax benefit related to stock options

Balances as of September 25, 2004

JATED STATEMENTS OF SHAREHOLDERS' E(, {
(In millions, except share amounts which are in thousands)
Common Steck Accumulated
Other Total
Deferred Stock Retained Comprehensive Sharcholders'
Shares Amount Compensation Earnings fncome (Loss) Equity
350,922 § 1,693 § (s 2,260 $ (22)$ 3,920
— — - - 65 — 65
— — — — 5 5
— — — — a7 an
— — — — (15) (15)
38
— s 4 — — 4
8,037 105 -— — — 105
— 28 — — — 28
358,959 $ 1,826 $ s 2325 § “49$ 4,095
— — — 69 — 69
— — — — 31 31
—_ —_ — —_ 12) (12)
— — — — &) ©)
83 -
— — 15 — — 15
— — 5 — — 5
9,299 128 (75) — — 53
(1,531) (35) — - — (35)
— 7 — —_ — 7
366,727 § 1926 § s 2,394 § (35)$ 4223
— — — 276 — 276
— — - — 13 13
— — — — 5) 5)
- — — — 12 12
296
— 64 (64) — — —
(79) @ — — — )
— — 33 — —_ 33
24,796 427 — — —_ 427
— 99 —_ — — 99
391,444 °§ 2,514 § -(93) $ 2,670 $ (15)$ 5,076

Sce accompanying notes to consolidated financial statements.
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Three fiscal years ended September 25, 2004

NSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)

2004 2003 2002
Cash and cash cquivalents, beginning of the year $ 3,396 $ 2252 § 2,310
Operating Activitics:
Net income 276 69 65
Cumulative effects of accounting changes, net of taxes — Q)] —
Adjustments (o reconcilc net income to cash generated by operating activitics:
Dcpreciation, amortization and accretion 150 13 H4
Stock-based compensation expense 33 16 5
Non-cash restructuring 5 12 8
Provision for (benefit from) deferred income taxes 20 (1) (39
Loss on disposition of property, plant, and cquipment 7 2 7
Gains on salcs of short-term investments, net [6)) @2n 7N
(Gains) losses on non-current investments, net (4) (10) 42
Gain on forward purchase agreement — (6) —
Purchascd in-proccess rescarch and development — — 1
Changes in operating asscts and liabilitics:
Accounts rcceivable (8) (201) (99)
[nventorics (45) (1) (34)
Other current asscts (176) (34) (114)
Other asscts (39) 30) (1)
Accounts payable 297 243 110
Other liabilities 419 159 36
Cash gencrated by operating activitics 934 289 89
Investing Activities: .
Purchases of short-term investments (3,270) (2,648) (4,144)
Proceeds from maturitics of short-term investments 1,141 2,446 2,846
Proceeds from sales of short-term investments 801 1,116 1,254
Procceds from sales of non-current investments S 45 25
Purchases of property, plant, and equipment (176) (164) (174)
Cash uscd for business acquisitions - — (52)
Other i1 33 (O]
Cash gencrated by (used for) investing activities (1,488) 828 (252)
Financing Activitics:
Payment of long-term debt (300} — —
Procceds from issuance of common stock 427 53 105
Cash used for repurchase of common stock — (26) —_—
Cash gencrated by financing activitics 127 27 105
Increase (decreasc) in cash and cash cquivalents 427 1,144 {58)
Cash and cash equivalents, cnd of the year $ 2969 § 339 § 2,252
Supplemental cash flow disclosures: i L - -
Cash paid during the ycar for interest 5 10 3 20 % 20
Cash paid (received) for income taxes, net 5 O 45 % 1

Sec accompanying notcs to consolidated financial statements.
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r 3 TO CONSOLIDATED FINANCIAL STATEMEN .
Note 1—Summary of Significant Accounting Policies

Apple Computer, Inc. and subsidiarics (the Company) designs, manufactures and markets personal computers and related software, scrvices, peripherals and
networking solutions. The Company also designs, develops and markets a line of portablc digital music players along with related accessories and services
including the online distribution of third-party music and audio books. The Company sclls its products worldwide through its online stores, its own retail stores,
its direct sales forcc and third-party wholesalers, resellers and value added resellcrs. In addition to its own hardware, software and peripheral products, the

Company sclls a varicty of third-party hardwarc and software products through its online and retail storcs. The Company sells to education, consumer, creative
profcssional, business and government customers.

Basis of Presentation and Preparation

The accompanying consolidated financial statements include the accounts of the Company. Intercompany accounts and transactions have been eliminated. The
preparation of thesc consolidated financial statements in conformity with U.S. generally accepted accounting principles requires management to make estimates
and assumptions that affect thc amounts reported in these consolidated financial statements and accompanying notes. Actual results could differ materially from

those estimates. Certain prior ycar amounts in the consolidated financial statcments and notes thereto have been reclassified to conform to the current year
prescntation.

Typically, thc Company's fiscal ycar ends on the last Saturday of Scptember. Fiscal years 2004, 2003 and 2002 were cach 52-week years. However,
approximatcly cvery six ycars, the Company reports a 53-weck fiscal year to align its fiscal quarters with calendar quarters by adding a week to its first fiscal

quartcr. The Company cxpects to add this additional weck in its first fiscal quarter of 2006. All information presented herein is based on the Company's fiscal
calendar.

Financial Instruments _
Cash Equivalents and Short-term Investments

All highly liquid investments with maturities of threce months or less at the date of purchasc arc classificd as cash equivalents. Highly liquid investments with
maturitics greater than three months are classified as short-term investments. Management determines the appropriate classification of its investments in debt and
markctablc cquity sccuritics at the time of purchasc and reevaluates such designation as of cach balance sheet date. The Company's debt and marketable equity
sccurities have been classified and accounted for as available-for-sale. These securitics arc carried at fair value, with the unrealized gains and losses, net of taxes,
reported as a component of sharcholders' equity. The cost of securities sold is bascd upon the specific identification method.

)

Financial Instruments with Characteristics of Both Liabilities and Equity

On May 15, 2003, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards (SFAS) No. 150, Accounting for
Certain Financial Instruments with Characteristics of Both Liabilities and Equity. SFAS No. 150 requires issucrs to classify as liabilitics (or assets in some
circumstanccs) certain freestanding financial instruments that cmbody obligations for the issuer and have characteristics of both liabilitics and equity. The
Company adopted the provisions of SFAS No. 150 on June 29, 2003, which resulted in a favorable cumulative-cffect type adjustment of approximately

$3 million. This adjustment related to a forward purchase agreement that allowed the Company to acquire 1.5 million shares of its common stock at an average

price of $16.64 per share for a total cost of $25.5 million. The Company setticd this forward purchase agreement in August 2003, which resulted in an additional
gain of
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approximatcly $6 million representing the increas “ir value of the agreement from June 29, 2003 through tlcment date.

Derivative Financial Instruments

The Company accounts for its derivative instruments as either asscts or liabilities and carries them at fair value. Derivatives that are not hedges must be adjusted
to fair valuc through income. If the derivative is a hedge, depending on the nature of the hedge, changes in fair value will either be offsct against the change in
fair value of the hedged asscts, liabilitics, or firm commitments through carnings, or recognized in other comprehensive income until the hedged item is
recognized in camnings.

For derivative instruments that hedge the exposurc to variability in expected future cash flows that are designated as cash flow hedges, the net gain or loss on the
dertvative instrument is reported as a component of other comprehensive income in shareholders' equity and reclassified into camings in the same period or
periods during which the hedged transaction affects camings. To receive hedge accounting treatment, cash flow hedges must be highly effective in achieving
offsetting changes to expected future cash flows on hedged transactions. For derivative instruments that hedge the exposurc to changes in the fair value of an
asset or a liability and that arc dcsignated as fair valuc hedges, the nct gain or loss on the derivative instrument as well as the offsetting gain or loss on the hedged
item attributable to the hedged risk are recognized in carnings in the current period. The net gain or loss on the effcctive portion of a derivative instrument that is
designated as an economic hedge of the forcign currency translation cxposurc of the net investment in a forcign operation is reported in the same manner as a
forcign currency translation adjustment. For forward contracts designated as nct investment hedges, the Company excludes changes in fair value refating to
changes in the forward carry component from its definition of effcctiveness. Accordingly, any gains or losscs related to this component are recognized in current
carnings. For derivative instruments not designated as hedging instruments, changes in fair valuc arc recognized in camings in the current period.

In accordance with SFAS No. 133, hedges rclated to probable but not firmly committed transactions of an anticipatory nature arc designated and documented at
hedge inception as cash flow hedges and evaluated for hedge effectiveness quarterly. For forcign currency forward contracts designated as cash flow hedges,
hedge effectivencss is measured bascd on changes in the fair value of the contract attributable to changes in the forward exchange rate. Changes in the expected
future cash flows on the forecasted hedged transaction and changgs in the fair value of the forward hedge are both measured from the contract rate to the forward
exchange rate associated with the forward contract's maturity date. For currency option contracts, hedge effectivencss is assessed by comparing the present value
of the cumulative change in expected future cash flows on the hedged transaction to changes in expected cash flow of the option hedge at maturity. The net gains
or losses on dertvative instruments qualifying as cash flow hedges are reported as components of other comprehensive income in sharcholders' equity and
reclassified into earnings in the same period or periods during which the hedged transaction affects camings. Any hedge incffectivencss is recognized in current
carnings in other income and expense. For interest ratc swap agreements qualifying as fair valuc hedges, the Company assumcs no incffectivencss becausc these
swaps mect the criteria for accounting under the short-cut method.

The Company may enter into forcign currency forward contracts to hedge the translation and economic exposure of a nct investment position in a forcign
subsidiary. For such contracts, hedge cffectiveness is measured based on changes in the fair value of the contract attributablc to changes in the spot cxchange

rate. The effective portion of the nct gain or loss on a derivative instrument designated as a hedge of the net investment position in a forcign subsidiary is
reported in the same manncr as a foreign currency
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translation adjustment. Any residual changes in fair value of the forward contract, including changes in fair value bascd on the diffcrential between the spot and
forward cxchange rates, arc recognized in current earnings in other income and expense.

Inventories

Inventorices are stated at the lower of cost (first-in, first-out) or market. If the cost of the inventorics cxceeds their market valuc, provisions are madc currcntly for
the difference between the cost and the market value.

Property, Plant, and Equipment

Property, plant, and equipment are stated at cost. Depreciation is computed by use of the straight-linc method over the estimated useful lives of the assets, which
are 30 ycars for buildings, from 2 to 5 ycars for cquipment, and the shorter of lease terms or 10 ycears for leaschold improvements. The Company capitalizes
cligible costs to acquire or develop internal-use software that are incurred subsequent to the preliminary project stage. Capitalized costs related to intemal-use
softwarc are amortized using the straight-line mcthod over the cstimated useful lives of the asscts, which range from 3 to 5 ycars.

Asset Retirement Obligations

On September 29, 2002, the Company adopted SFAS No. 143, Accounting for Asset Retirement Obligations, which addresses financial accounting and reporting
for obligations associatcd with the retirement of tangible long-lived assets and the associated asset retirement costs. The standard applics to icgal obligations
associated with the retircment of long-lived asscts that result from the acquisition, construction, development and/or normal use of the assets. SFAS No. 143
requires that the fair valuc of a liability for an asset retirement obligation be recognized in the period in which it is incurred if a reasonable estimate of fair value
can be made. The fair value of the liability is addcd to the carrying amount of the associated asset and this additional carrying amount is depreciated over the life
of the assct. All of the Company's existing asset retirement obligations are associated with commitments to return property subject to operating lcascs to original

condition upon lease termination. The Company cstimated that as of September 29, 2002, gross cxpected future cash flows of $9.5 million would be required to
fulfill these obligations. .

As of the date of adoption, the Company recorded a $6 million long-term asset retirement liability and a corresponding increase in leaschold improvements. This
amount represents the present value of expected futurc cash flows associated with returning certain of the Company's leased properties to original condition. The
difference between the gross expected future cash flow of $9.5 million and its present value of $6 million at September 29, 2002, is being accreted over the life of
the related lcascs as an opcrating expense. Net of the related income tax effect of approximately $1 million, adoption of SFAS No. 143 resulted in an unfavorable
cumulative-effect type adjustment to nct income during the first quarter of 2003 of approximately $2 million. This adjustment represcnts cumulative depreciation

and accretion that would have been recognized through the date of adoption of SFAS No. 143 had the statement been applied to the Company's existing assct
retirement obligations at the time they were initially incurred.
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The following table reconciles changes in the Company's assct retirement liabilities for fiscal 2003 and 2004 (in millions):

Asset retirement liability as of September 29, 2002 $ 55
Additional asset retirement obligations recognized 05
Accretion recognized 1.2

Assct retirement liability as of September 27, 2003 § 72
Additional asset retirement obligations recognized .05
Accretion recognized 0.5

Asset retirement liability as of September 25, 2004 $§ 82

Long-Lived Assets Including Goodwill and Other Acquired Intangible Assets

The Company rcvicws property, plant, and equipment and certain identifiable intangibles, excluding goodwill, for impairment whencver cvents or changes in
circumstances indicatc the carrying amount of an asset may not be recoverable. Recoverability of thesc assets is measured by comparison of its carrying amount
to futurc undiscounted cash flows the asscts arc expected to generate. If property, plant, and equipment and certain idcntifiable intangibles are considered to be
impaircd, the impairment to be recognized cquals the amount by which the carrying value of the assets excceds its fair market valuc. For the three years ended
September 25, 2004, September 27, 2003, and September 28, 2002 the Company had no material impairment of its long-lived assets, cxcept for the impairment
of certain asscts in conncction with the restructuring actions described in Note 5.

The Company adopted SFAS No. 142, Goodwill and Other Intangible Assets, in the first quarter of fiscal 2002. SFAS No. 142 requires that goodwill and
intangible asscts with indefinitc uscful lives no longer be amortized, but instead be tested for impairment at lcast annually or sooner whenever events or changes
in circumstances indicatc that thcy may be impaired. Prior to fiscal 2002, goodwill was amortized using the straight-linc method over its estimated useful lifc.
The Company completed its transitional goodwill impairment test as of October 1, 2001, and its annual goodwill impairment tests on August 30 of each year
thereafter and found no impairment. The Company established reporting units based on its current reporting structure. For purposes of testing goodwill for
impairment, goodwill has been allocated to these reporting units to the extent it relates to each reporting unit.

SFAS No. 142 also requires that intangible asscts with definite lives be amortized over their estimated useful lives and reviewed for impairment in accordarice
with SFAS No. 144, Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of. The Company is currently amortizing its
acquired intangible asscts with definite lives over periods ranging from 3 to 10 years.

Fareign Currency Translation

The Company translates the asscts and liabilitics of its international non-U.S. functional currency subsidiaries into U.S. dollars using cxchange rates in effect at
the cnd of cach period. Revenue and expenses for these subsidiaries are translated using rates that approximate those in cffect during the period. Gains and losses
from these translations arc credited or charged to forcign currency translation included in "accumulated other comprehensive income (loss)” in sharcholders'
cquity. The Company's forcign manufacturing subsidiarics and certain other international subsidiaries that usc the U.S. dollar as their functional currency

remeasurc monctary asscts and liabilities at exchange rates in effect at the end of each period, and inventories, property, and nonmonctary assets and liabilitics at
historical ratcs. Gains and
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losses from these translations werc insignificant - ve been included in the Company's results of operation

Revenue Recognition

Nect salcs consist primarily of revenue from the sale of products (hardware, software, and peripherals), and extended warranty and support contracts. The
Company recognizces revenuc pursuant to applicable accounting standards, including Statement of Position (SOP) No. 97-2, Sofiware Revenue Recognition, as
amendcd, and Sccurities and Exchange Commission (SEC) Staff Accounting Bulletin (SAB) No. 104, Revenue Recognition.

The Company recognizes revenue when persuasive evidence of an arrangement cxists, delivery has occurred, the sales price is fixed or determinable, and
collection is probable. Product is considered delivered to the customer once it has been shipped and title and risk of loss have been transferred. For most of the
Company's product salcs, these criteria are met at the time the product is shipped. For online sales to individuals, for some sales to education customers in the
U.S., and for certain other sales, the Company defers revenue until the customer receives the product because the Company legally retains a portion of the risk of
loss on thesc sales during transit. If at the outset of an arrangement the Company determines the arrangement fee is not, or is presumed to not be, fixed or
determinable, revenue is deferred and subsequently recognized as amounts become due and payable.

Revenue from extended warranty and support contracts is deferred and recognized ratably over the warranty and support periods. These contracts typically

include cxtended phonc support, certain repairs, web-based support resources, diagnostic tools, and extend the Company's one-year basic limited parts and labor
warranty.

The Company sclls softwarc and peripheral products obtained from other companies. The Company establishes its own pricing and retains related inventory risk,
is the primary obligor in salcs transactions with its customers, and assumes thc credit risk for amounts billed to its customers. Accordingly, the Company
recognizcs revenuc for the salc of products obtained from other companices at the gross amount bitled.

Revenue on arangements that include multiple elements such as hardware, software, and scrvices is allocated to each element based on the relative fair value of
cach element, which is generally determined by vendor specific objective evidence (VSOE). Allocated revenuc for each element is recognized when revenue
recoguition criteria have been met for cach element. VSOE is determined based on the pricc charged when each element is sold separately.

The Company records reductions to revenue for estimated commitments related to price protection and for customer incentive programs, including reseller and
end user rebates, and other salces programs and volume-bascd incentives. The estimated cost of thesc programs is accrued as a reduction to revenue in the period

the Company has sold the product and committed to a plan. The Company also records reductions to revenue for cxpected future product retumns bascd on the
Company's historical experience.

Generally, the Company docs not offer specificd or unspecified upgrade rights to its customers in connection with software sales or the salc of extended warranty
and support contracts. However, a limitcd number of the Company's software products are availablc with maintenance agrecments that grant customers rights to

unspecificd futurc upgrades over the maintenance term on a when and if available basis. Revenue associated with such maintenance is recognized ratably over
the maintcnance term.

68

Source: APPLE INC, 10-K, December 03, 2004



Shipping Costs

The Company's shipping and handling costs arc included in cost of sales for all periods presented.

Warranty Expense

The Company provides currently for the estimated cost for product warrantics at the time the rclated revenue is recognized.

Research and Devefopment

Rescarch and development costs are expensed as incurred. Development costs of computer software to be sold, leased or otherwise marketed are subject to
capitalization beginning when a product's technological feasibility has been cstablished and cnding when a product is available for general release to customers
pursuant to SFAS No. 86, Computer Software to be Sold, Leased, or Otherwise Marketed. In most instances, the Company's products are relcascd soon after

technological feasibility has been cstablished. Thercfore, costs incurred subscquent to achicvement of technological feasibility arc usually not significant, and
generally all software development costs have been expensed.

During the fourth quarter of 2004, thc Company incurred substantial development costs associated with the development of Mac OS X version 10.4 (code-named
"Tiger"), which enhances the featurcs and functionality of the previous version of Mac OS X, subsequent to achicvement of technological feasibility as
cvidenced by public demonstration in August 2004 and subsequent rclease of a devcloper beta version of the product, both of which werc prior to the planned
releasc of the final version of the product in the first half of calendar year 2005. Therefore, during the fourth quarter of 2004, the Company capitalized
approximatcly $4.5 million of costs associated with development of Tiger. Amortization of this asset will begin when Tiger begins shipping and will be
rccognized straight-line over a 3 year estimated useful life.

During the second quarter of 2004, the Company incurred substantial development costs associated with FileMaker Pro 7 subsequent to achicvement of
technological feasibility as evidenced by public demonstration and release of a developer beta version, and prior to the release of the final version of the product
in March 2004. Therefore, during the second quarter of 2004, the Company capitalized approximately $2.3 million of costs associated with the development of

FileMaker Pro 7. [n accordance with SFAS No. 86, amortization of this asset began in March 2004 when FilcMaker Pro 7 was shipped and is being recognized
on a straight-line basis over a 3 ycar estimated uscful life.

During the third and fourth quarters of 2003, the Company incurred substantial development costs associated with the development of Mac OS X version 10.3
(code-named "Panther”), subsequent to achicvement of technological feasibility as evidenced by public demonstration and release of a developer beta in

Junc 2003, and prior to relcasc of the final version of the product in the first quarter of 2004. Therefore, during 2003 the Company capitalized approximately
$14.7 million of devclopment costs associated with the development of Panther. Amortization of this assct began in the first quarter of 2004 when Panther was
shipped and is being recognized on a straight-line basis in accordance with SFAS No. 86 over a 3 year estimated useful life.

During the third and fourth quartcrs of 2002, thc Company incurred substantial development costs associated with the development of Mac OS X version 10.2
(code-named "Jaguar”) subscquent to achievement of technological feasibility as cvidenced by public demonstration and releasc of a devcloper beta in

May 2002, and prior to release of the final version of the product in the fourth quarter of 2002. As such, the Company capitalized approximately $13.3 million of
development costs associated with development of Jaguar. Amortization of this assct began in the fourth quarter of 2002 when Jaguar was
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shipped and is being recognized on a straight-line basis in accordance with SFAS No. 86 over a 3 ycar cstimated useful life. In addition, during 2002, the
Company also began capitalizing certain costs related to development of its new PowerSchool enterprise student information system. Capitalization of

approximately $6 million began upon achicvement of technological feasibility in the first quarter of 2002. The final version of the enterprise student information
system was rclcased in July 2002.

Total amortization related to capitalized software development costs was $10.7 million, $5.8 miltion, and $1.2 million in 2004, 2003 and 2002, respectively.

Advertising Costs

Advertising costs arc expenscd as incurred. Advertising expense was $206 million, $193 million, and $209 million for 2004, 2003, and 2002, respectively.

Restructuring Charges

In June 2002, the FASB issucd SFAS No. 146, Accounting for Costs Associated with Exit or Disposal Activities. SFAS No. 146 supersedes Emerging Issues
Task Force (EITF) Issue No. 94-3, Liability Recognition for Certain Employce Termination Benefits and Other Costs To Exit an Activity (Including Certain
Costs Associated with a Restructuring) and requires that a liability for a cost associated with an exit or disposal activity be recognized when the liability is
incurred, as opposed to when management commits to an exit plan. SFAS No. 146 also cstablishes that the liability should initially be mecasured and recorded at

fair valuc. This Statement was cffective for exit or disposal activitics initiated after December 31, 2002. The provisions of SFAS No. 146 were required to be
applicd prospectively after the adoption date to newly initiated cxit activitics.

Stock-Based Compensation

The Company measures compensation cxpensc for its employee stock-based compensation plans using the intrinsic valuc method prescribed by Accounting
Principles Board (APB) Opinion No. 25, Accounting for Stock Issued to Employees. The Company applies the disclosure provisions of SFAS No. 123,
Accounting for Stock-based Compensation, as amended by SFAS No. 148, Accounting for Stock-based Compensation—Transition and Disclosure as if the fair
value-based method had been applicd in measuring compensation expense. The Company has clected to follow APB Opinion No. 25 because, as discussed
below, the alternative fair value accounting provided for under SFAS No. 123 requires use of option valuation models that were not developed for use in valuing

employce stock options and employee stock purchase plan shares. Under APB Opinion No. 25, when the exercise price of the Company's employce stock options
equals the market price of the underlying stock on the date of the grant, no compensation cxpense is recognized.

As required under SFAS No. 123, the pro forma cffects of stock-based compensation on net income and carnings per common share for employce stock options
granted and ecmployee stock purchase plan share purchases have been estimated at the date of grant and beginning of the period, respectively, using a
Black-Scholes option pricing model. For purposcs of pro forma disclosures, the estimated fair value of the options and sharcs is amortized to pro forma net
income (loss) over the options' vesting period and the shares' plan period.

The Black-Scholcs option valuation mode! was developed for use in estimating the fair value of freely traded options that have no vesting restrictions and arc
fully transferable. In addition, option valuation modcls require the input of highly subjcctive assumptions including the cxpected lifc of options and the
Company's expected stock price volatility. Because the Company's employec stock options and cmployee
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stock purchasc plan sharcs have characteristics sigmiticantly different from those of frecly traded options, and because changes in the subjective input
assumptions can matcrially affect the fair value estimate, in management's opinion, the cxisting models do not provide a reliable measurc of the fair value of the
Company's employec stock options and cmployee stock purchase plan sharcs.

For purposcs of pro forma disclosures, the cstimated fair valuc of the options and sharcs is amortized to pro forma net income (loss) over the options' vesting
period and the shares’ plan period. The Company's pro forma information for each of the last three fiscal years follows (in millions, except per share amounts):

2004 2003 2002

Net income—as reported 3 276 % 69 § 65
Add: Stock-bascd cmployce compensation expense included in reported net
income, nct of tax 33 15 5
Deduct: Stock-bascd employce compensation cxpense determined under the fair
valuc bascd mcthod for all awards, nct of tax (141) (181) (234)
Net income (loss)- —pro forma $ 168 § “7n $§ (164)
Net income per common share—as reported

Basic ) $ 074 § 019 $

Diluted $ 071 § 019 %
Net income (loss) per common share—pro forma

Basic $ 045 $ 027) § (0.46)

Diluted $ 044 $ 027) % (0.46)

Earnings Per Common Share

Basic camings per common share is computed by dividing income available to common shareholders by the weighted-average number of sharcs of common
stock outstanding during the period. Diluted carnings per common sharc is computed by dividing income availablc to common shareholders by the
weighted-average number of sharcs of common stock outstanding during the period increased to include the number of additional sharcs of common stock that
would have been outstanding if the dilutive potential shares of common stock had been issued. The dilutive effect of outstanding options, restricted stock and
restricted stock units is reflected in diluted camings per share by application of the treasury stock mcthod. Under the treasury stock method, an increase in the fair
market valuc of the Company's common stock can result in a greater dilutive effect from outstanding options, restricted stock and restricted stock units.

Additionally, the cxercise of cmployee stock options and the vesting of restricted stock and restricted stock units can result in a greater dilutive effect on carnings
per sharc.
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The following table scts forth the computation of © and diluted eamings per share:

September 25, September 27, Scptember 28,

For the Years Ended 2004 2003 2002
Numerator (in millions):

Income before accounting changes $ 276 68 65

Cumulative effects of accounting changes, net of tax — 1 —

Net income $ 276 69 65
Denominator (in thousands):

Weighted-average shares outstanding, excluding unvested restricted

stock 371,590 360,631 355,022

Effect of dilutive options, restricted stock units and restricted stock 15,721 2,835 6,763

Dcnominator for dilutcd camings per share 387,311 363,466 361,785
Basic camnings per share before accounting changes $ 0.74 0.19 0.18
Cumulative effcets of accounting changes, net of tax — — —
Basic earnings per share after accounting changes $ 0.74 0.19 0.18
Diluted earnings per share before accounting changes 3 0.7 0.19 0.18
Cumulative effects of accounting changes, net of tax — — —
Diluted carnings per share after accounting changes $ 0.71 0.19 0.18

Potcntially dilutive securitics, including stock options; restricted stock units; and restricted stock, to purchasc approximately 4.4 million, 50.8 million, and
58.0 million shares of common stock for the ycars ended September 25, 2004, Scptember 27, 2003, and Scptember 28, 2002, respectively, were excluded from

the computation of diluted camings per share for thesc periods because their effect would have been antidilutive.

Comprehensive Income

Comprchensive income consists of two components, net income and other comprehensive income. Other comprehensive income refers to revenue, cxpenscs,
gains and losscs that under generally accepted accounting principles are recorded as an clement of sharcholders' equity but are cxcluded from net income. The
Company's othcr comprehensive income is comprised of foreign currency translation adjustments from thosc subsidiarics not using the U.S. dollar as their
functional currcncy, unrealized gains and losses on marketable securitics categorized as available-for-salc, and net deferred gains and losses on certain derivative

instruments accounted for as cash flow hedges.

Segment Information

The Company reports scgment information based on the "management” approach. The management approach designates the internal reporting uscd by
management for making dccisions and asscssing performance as the source of the Company's reportable segments. Information about the Company's products,

major customers, and gcographic areas on a company-wide basis is also discloscd.
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Note 2—Financial Instruments

The carrying amounts of cash and cash cquivalents, accounts receivable, accounts payable, and accrued liabilities approximate their fair value duc to the short
maturitics of those instruments.

Cash, Cash Equivalents and Short-Term Investments

The following table summarizes the fair valuc of the Company's cash and availablc-for-sale securities held in its short-term investment portfolio, rccorded as
cash and cash equivalents or short-term investments as of September 25, 2004, and September 27, 2003 (in millions):

Scptember 25, 2004 September 27, 2003
Cash $ 200 $ 158
U.S. Treasury and Agency sccurities 87 87
U.S. corporate securities 1,795 2,368
Foreign sccuritics 887 783
Total cash equivalents 2,769 3,238
U.S. Treasury and Agency sccurities 1,080 454
U.S. corporate securitics 1,352 623
Foreign securities 63 93
Total short-term investments ) ’ 2,495 1,170
Total cash, cash equivalents, and short-term investments 3 5464 $ 4,566

The Company's short-term investment portfolio consists of investments in U.S. Treasury and Agency securitics, U.S. corporate securitics, and foreign securitics.
The Company's U.S. corporate securities consist primarily of commercial paper, certificates of deposit, time deposits and corporatc debt sccuritics. Foreign
securitics consist primarily of foreign commercial paper, certificates of deposit and time deposits with forcign institutions, most of which arc denominated in
U.S. dollars. The Company had net unrcalizcd losses totaling $4 million on its investment portfolio, primarily related to investments with stated maturitics less
than 1 year as of September 25, 2004 and net unrealized gains of $1 million on its investment portfolio, primarily related to investments with stated maturitics
greater than | year, as of September 27, 2003. The Company occasionally sells short-term investments prior to their stated maturitics. As a result of such salcs,

the Company recognized net gains before taxes of $1 million in 2004, $21 million in 2003 and $7 million in 2002. Thesc net gains were included in intcrest and
other incomg, nct.

As of Scptember 25, 2004, approximately $180 million of the Company's short-term investments had underlying maturitics ranging from 1 to 5 years. The
remaining short-term investments as of September 25, 2004 had maturities of 3 to 12 months. As of Scptember 27, 2003, approximately $629 million of the

Company's short-term investments had underlying maturities ranging from 1 to 5 years. The remaining short-term investments as of Scptember 27, 2003 had
maturities of 3 to 12 months.

In accordance with EITF 03-1, The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments, the following table shows the
gross unrcalized losses and fair value of the Company's
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investments, aggregated by investment category and length of time that individual securities have been in a continuous unrealized loss position as of
Scptember 25, 2004 (in millions):

Less than 12 Months 12 Months or Greater Total
Fair Unrealized Fair Unrealized Fair Unrealized
Sccurity Description Value Loss Value Loss Value Loss
U.S. Treasury and Agencies $ 1,126 § @3 — $ — 3 1,126 § - “)
Corporatc bonds 134 — 144 m 278 (¢))
Certificate of deposits 420 m — — 420 ()]
Asset backed securities 426 — — —_ 426 _
Commercial paper 2,407 ()] — — 2,407 )
Total $ 4513 % ©)$ 144 § ns 4,657 $ 7

Market values were determined for cach individual sccurity in the investment portfolio. The declines in valuc of these investments is primarily rclated to changes
in intcrest ratcs and arc considered to be temporary in nature. Investments arc reviewed periodically to identify possible impairment. When evaluating the
investments, the Company revicws factors such as the length of time and extent to which fair valuc has been below cost basis, the financial condition of the
investce, and the Company's ability and intent to hold the investment for a period of time which may be sufficient for anticipated recovery in market value.

Accounts Receivable

Trade Receivables

The Company distributes its products through third-party resetlers and dircctly to certain education, consumer, and commercial customers. The Company
gencrally does not require collateral from its customers. However, when possible the Company does attempt to limit credit risk on trade receivables with credit
insurance for certain customers in Latin America, Europe and Asia and by arranging with third-party financing companies to provide flooring arrangements and
other loan and lease programs to the Company's direct customers. These credit financing arrangements are directly between the third-party financing company
and the end customer. As such, the Company generally docs not assume any recourse or credit risk sharing related to any of thesc arrangements. However,
considerable trade receivables that are not covered by collateral, third-party flooring arrangements, or credit insurance are outstanding with the Company's
distribution and retail channel partners. No customer accounted for more than 10% of trade receivables as of September 25, 2004. Trade receivables from a single
customer, Ingram Micro, Inc., accounted for approximately 10.3% of net accounts receivable as of September 27, 2003.

The following table summarizes the activity in the allowance for doubtful accounts (in millions):

2004 2003 2002
Beginning allowance balance $ 49 3 51§ - 51
Charged to costs and expenscs 3 4 10
Deductions (a) . . (5) A6) (10
Ending allowance balance $ 47 3 49 3 51
(a)

Represents amounts written off against the allowance, nct of recoverics.
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The Company has non-tradc rcceivables from certain of its manufacturing vendors resulting from the salc of raw material components to thesc manufacturing
vendors who manufacturc sub-assemblies or assemble final products for the Company. The Company purchases thesc raw material components directly from
supplicrs. These non-trade reccivables, which are included in the consolidated balance shects in other current assets, totaled $276 million and $184 million as of

Scptember 25, 2004 and Scptember 27, 2003, respectively. The Company does not recognize any profits on thesc sales or reflect the salc of these components in
its net salcs.

Vendor Non-Trade Receivables

Inventory Prepayment

In April 2002, thc Company madc a $100 million prepayment to an Asian supplier for the purchase of components over the following nine months. In return for
this deposit, the supplier agreed to supply the Company with a specified level of components during the three consecutive fiscal quarters ended December 28,
2002. During the first six months of 2003, the remaining $53 million of the deposit balance was fuily utilized for the purchase of components. The deposit was
unsccured and had no stated interest component. The Company imputed an amount to cost of sales and interest income during each period the deposit was
outstanding at a 3.25% intcrest ratc to rcflect the economics of this transaction.

Derivative Financial Instruments

The Company uscs derivatives to partially offsct its business exposure to forcign cxchange and interest rate nsk. Foreign currency forward and option contracts
are uscd to offsct the forcign cxchange risk on certain existing asscts and liabilities and to hedge the foreign cxchange risk on expected future cash flows on
certain forccasted revenuc and cost of sales. From time to time, the Company enters into interest rate derivative agreements to modify the interest rate profile of
certain investments and debt. The Company's accounting policies for these instruments are bascd on whether the instruments are designated as hedge or
non-hedge instruments. The Company records all derivatives on the balance sheet at fair value.

The following table shows the notional principal, net fair value, and credit risk amounts of the Company's forcign currency instruments as of September 25, 2004
and Scptember 27, 2003 (in millions):

Scptember 25,2004 September 27, 2003
Notional Fair Credit Risk Notional Fair Credit Risk
Principal Value Amounts Principal Value Amounts
Forcign exchange instruments qualifying as accounting
hcdges:
Spot/Forward contracts M 598 $ 3)3 38 464 $ @2ns -
Purchased options 3 482 $ 4% 48 S12 § 38 3
Sold options $ 521 8 3)3 — 645 § ®)$ -
Foreign exchangc instruments other than accounting hedges:
Spot/Forward contracts $ 609 § 3% 48 445 § 38 3
Purchased options $ — 3 — 3 — $ 8 8 — $ —_—
Sold options $ — 3 — 3 — 3 53 — $ -

The notional principal amounts for derivative instruments provide one measure of the transaction volume outstanding as of year-end, and do not represent the
amount of thc Company's cxposure to credit or market loss. The credit risk amount shown in the table above represents the Company's gross exposure to
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potential accounting loss on thesc transactions if alt counterparties failed to perform according to the terms of the contract, bascd on then-current currency
exchange ratcs at cach respective date. The Company's exposure to credit loss and market risk will vary over time as a function of currency exchange rates.

The estimates of fair value are bascd on applicablc and commonly used pricing models using prevailing financial market information as of September 25, 2004
and Scptember 27, 2003. In certain instances where judgment is required in cstimating fair valuc, price quotes were obtained from scveral of the Company's
counterparty financial institutions. Although the tablc above reflects the notional principal, fair valuc, and credit risk amounts of thc Company's foreign cxchange
instruments, it docs not rcflect the gains or losses associated with the exposures and transactions that the forcign exchange instruments are intended to hedge. The
amounts ultimately rcalized upon settlement of these financial instruments, together with the gains and losscs on the underlying exposures, will depend on actual
market conditions during the remaining lifc of the instruments.

Foreign Exchange Risk Management

The Company may cnter into forcign currency forward and option contracts with financial institutions to protcct against forcign cxchange risk associated with
existing asscts and liabilitics, certain firmly committed transactions and forccasted future cash flows. Generally, the Company's practice is to hedge a majority of
its existing material forcign cxchange transaction exposures. Howcver, the Company may not hedge certain forcign cxchange transaction cxposures due to
immateriality, prohibitive cconomic cost of hedging particular cxposures, or limited availability of appropriate hedging instruments.

To protect gross margins from fluctuations in forcign currcncy exchange rates, the Company's U.S. dollar functional subsidiaries hedge a portion of forecasted
foreign currency revenucs, and the Company's non-U.S. dollar functional subsidiarics sclling in local currencies hedge a portion of forccasted inventory
purchascs not denominated in the subsidiarics' functional currency. Other comprehensive income associated with hedges of foreign currency revenues is
recognized as a component of nct sales in the same period as the rclated sales are recognized, and other comprehensive income related to inventory purchascs is
recognized as a component of cost of sales in the same period as the related costs are recognized. Typically, the Company hedges portions of its forecasted
foreign currcncy exposurc associated with revenues and inventory purchascs over a time horizon of 3 to 9 months.

Derivative instruments designated as cash flow hedges must be dedesignated as hedges when it is probable that the forccasted hedged transaction will not occur
in the initially identified time period or within a subsequent 2 month time period. Deferred gains and losses in other comprehensive income associated with such
derivative instruments arc immediately reclassified into carings in other income and cxpense. Any subsequent changes in fair valuc of such derivative
instruments are also rcflected in current earnings unless they arc redesignated as hedges of other transactions. During 2004, the Company recorded net losses of
$2.8 million in other income and expense related to the loss of hedge designation on discontinued cash flow hedges duc to changes in the Company’s forccast of
future nct sales and cost of sales and due to prevailing market conditions. No net gains, or losscs, of a similar naturc were recorded in 2003. During 2002, the
Company rccorded net gains of $2.5 million in other income and expense related to the loss of hedge designation on discontinued cash flow hedges due to
changes in the Company's forccast of futurc nct sales and cost of sales and duc to prevailing market conditions. As of September 25, 2004, the Company had a

net deferred loss associated with cash flow hedges of approximately $4.4 million, nct of taxcs, substantially all of which is expected to be reclassificd to camings
by the end of the second quarter of fiscal 2005.
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The Company may cnter into foreign currency forward contracts to hedge the translation and economic cxposurc of a nct investment position in a forcign
subsidiary. The Company may also enter into forcign currency forward and option contracts to offsct the foreign exchange gains and losscs generated by the
remeasurement of certain recorded asscts and liabilitics in non-functional currencies. Changes in the fair valuc of these derivatives arc recognized in current

carnings in other income and expense as offscts to the changcs in the fair value of the relatcd assets or liabilitics. Duc to market movements, changes in option
time value can Icad to incrcased volatility in other income and cxpensc.

-

Interest Rate Risk Management

From time to time, the Company historically entered into interest rate derivative transactions with financial institutions in order to better match the Company's
floating-ratc interest income on its cash equivalents and short-term investments with its fixed-rate interest cxpense on any outstanding long-tcrm debt, and/or to
diversify a portion of thc Company's exposure away from fluctuations in short-term U.S. intcrest rates.

In prior years, thc Company had entercd into intercst ratc debt swaps with financial institutions in order to better match thc Company's floating-rate intcrest
income on cash cquivalents and short term investments with its fixed rate intcrest expense on its long term debt, and/or to diversify a portion of the Company's
exposure away from fluctuations in short term U.S. interest rates. The interest rate swaps requircd the Company to pay a floating interest rate based on the three-
or six-month U.S. dollar LIBOR and reccive a fixed ratc of interest without exchanges of the underlying notional amounts. These swaps effectively converted the
Company's fixed-rate 10-ycar debt to floating-ratc debt. Due to prevailing market interest rates, during 2001 and 2002 the Company cntered into and then
subsequently closed out intcrest ratc debt swap positions realizing gains of $23 million which were deferred over the remaining lifc of the debt.

As of Scptember 25, 2004 and Scptember 27, 2003, the Company had no interest rate derivatives outstanding.

Debt

In Fcbruary 2004, the Company rctired $300 million of debt outstanding in the form of 6.5% unsecured notes. The notes were originally issued in 1994 and were
sold at 99.9925% of par for an cffective yield to maturity of 6.51%. As of September 27, 2003, the carrying amount of these notes, including unamortized

deferred gains associated with closcd debt interest rate swaps, was $304 million, respectively, while the fair value was $302 miilion. The fair value of the notes
was based on their listed market values as of September 27, 2003.

Non-Current Debt and Equity Investments and Related Gains and Losses

The Company has held significant investments in ARM Holdings plc (ARM), Akamai Technologies, Inc. (Akamai) and EarthLink Network, Inc. (EarthLink).
These investments have been reflected in the consolidated balance shects as long term assets within other assets and have been categorized as available-for-sale
requiring that they be carried at fair value with unrcalized gains and losses, nct of taxcs, reported in equity as a component of accumulated other comprehensive

incomc. All realized gains on the salc of these investments have been included in other income and expense. In fiscal 2004, the Company sold all of its.remaining
non-current investments in public companics.
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In January 2000, thc Company invested $200 million in EarthLink, an Internet service provider (ISP). The investment was in EarthLink's Series C Convertible
Preferred Stock, which was convertible by the Company after January 4, 2001, into approximately 7.1 miltlion shares of EarthLink common stock. Concurrent

- with this investment, EarthLink and the Company entered into a multi-year agreement to deliver ISP service to Macintosh users in the U.S. Under the terms of
the agreement, the Company profits from cach new Macintosh customer that subscribes to EarthLink's ISP service for a specified period of time, and EarthLink
is the default ISP in the Company's Internet Sctup Software included with all Macintosh computers sold in the U.S.

EarthLink

During the first quarter of 2003, the Company sold 2,580,000 shares of EarthLink stock for nct procceds of approximatcly $13.7 million, an amount that
approximated thc Company's carrying value of the shares. During the third quarter of 2003, thc Company sold ail of its remaining holdings in EarthLink,
consisting of 3,960,000 shares of stock for net proceeds of approximately $23 million, and a gain before taxes of $2 million.

During the first quarter of 2002, the Company sold 117,000 shares of EarthLink stock for net proceeds of $2 million and a gain before taxes of $223,000. No
sales of EarthLink were made in any of the subsequent quarters of fiscal 2002. However, during the fourth quarter of 2002, the Company determined that the then
current decline in the fair value of its investment in EarthLink was other-than-tcmporary. As a result, the Company recognized a $44 million charge to carnings
to writc-down the basis of its investment in EarthLink to $35 million. This charge was included in gains (losses) on non-current investments, net. As of
September 28, 2002, the Company held 6.5 million shares of EarthLink stock valued at $35 million.

Akamai

In Junc 1999, the Company invested $12.5 million in Akamai, a global Internet content delivery service. The investment was in the form of convertible preferred
stock that converted into 4.1 million shares of Akamai common stock (adjusted for subscquent stock splits) at the time of Akamai's initial public offering in
October 1999. Beginning in the first quarter of 2000, the Company categorized its shares in Akamai as available-for-sale.

During 2004, the Company sold its remaining 986,000 shares of Akamai stock. The transaction generated proceeds of approximately $5 miltion and a gain before
taxcs of approximately $4 million.

During the fourth quarter of 2003, the Company sold 1,875,000 shares of Akamai stock for net proceeds of $9 million and a gain before taxes of $8 million. As
of September 27, 2003, the Company's remaining investment in Akamai consisted of 986,000 shares of Akamai stock valued at $5 million.

During the first quarter of 2002, the Company sold 250,000 shares of Akamai stock for net procceds of $2 million and a gain before taxes of $710,000. No sales
of Akamai were made in any of the subsequent quarters of fiscal 2002. However, during the fourth quarter of 2002, the Company determined the decline in the
fair value of its investment in Akamai was other-than-temporary. As a result, the Company recognized a $6 million charge to earnings to write-down the basis of
its investment in Akamai to $3 million. This charge was included in gains (losses) on non-current investments, net.

78

Source: APPLE INC, 10-K, December 03, 2004



ARM is a publicly held company in the U.K. invotved in the design and licensing of high performance microprocessors and related technology.

ARM

During the third quarter of 2003, the Company sold all of its remaining holdings in ARM stock, consisting of 278,000 shares for net proceeds of approximatcly
$295,000, and a gain before taxes of $270,000.

During the first quarter of 2002, the Company sold 4.7 million sharcs of ARM stock for both net proceeds and a gain before taxes of $21 million. No sales of
ARM wecre made in any of the subsequent quarters of fiscal 2002.

Other Strategic Investments

The Company has made additional minority debt and equity investments in several privately held technology companies, which were reflected in the
consolidated balance shects in other assets. These investments were inherently risky because the products and/or markets of these companies were typically not
fully developed. During 2002, the Company detcrmined the decline in fair value of certain of these investments was other-than-temporary and, accordingly,
rccognized a charge to camnings of $15 million. These charges were included in gains (losses) on non-current investments, nct. As of Scptember 25, 2004, the

Company had $1.4 million of cquity investments reflected in its consolidated balance sheet. As of September 27, 2003, thc Company had no private debt or
equity investments reflected in its consolidated balance sheet.

Note 3—Consolidated Financial Statement Details (in millions)

Inventories

2004 2003
Purchased parts $ I 3 2
Work in process - 4
Finished goods . 100 50
Total inventorics $ 101§ 56
Other Current Assets
2004 2003
Vendor non-trade receivables : $ 276§ 184
Other current assets 209 125
Total other current assets $ 485 $ 309
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Property, Plant, and Equipment

Land and buildings

Machinery, cquipment, and internal-use softwarc
Office fumniture and equipment

Lcaschold improvements

Accumulated depreciation and amortization

Net property, plant, and equipment

Other Assets
Non-current deferred tax asscts
Capitalized softwarc development costs, net
Other assets
Total other asscts
Accrued Expenses

Deferred revenue

Accrued marketing and distribution

Accrued compensation and employee benefits
Accrucd warranty and rclated costs

Other current liabilities

Total accrued expenses

Interest and Other Income, Net

Interest income

Intercst expensc

Gains on sales of short term investments
Other income (cxpensc), net

Gain on forward purchasc agrecement

Total intercst and other income, net
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2504 2003
$ 351§ 350
422 393
79 74
446 357
1,298 1,174
(591) (505)
$ 707 $ 669
2004 2003
3 86 $ 60
25 28
80 62
$ 191 § 150
2004 2003
3 544 § 368
147 124
134 101
105 67
299 239
$ 1229 § 899
2004 2003 2002
64 3 69 3 118
3) (3) (1)
1 21 7
69 (5) )
—_ 6 —
53§ 8 3 112
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Goodwill and Other Intangible Assets

Note 4—Acquisitions

The Company is currently amortizing its acquired intangible asscts with definite lives over periods ranging from 3 to 10 years. The Company ceased amortization
of goodwill at the beginning of fiscal 2002 when it adopted SFAS No. 142.

The following table summarizes the components of gross and net intangible asset balances (in millions):

September 25,2004 September 27, 2003
Gross Net Gross

Carrying Accumulated Carrying Carrying Accumulated Net Carrying

Amount Amortization Amount Amount Amortization Amount
Goodwill (a) $ 80 — 3 80 3 85 - 3 85
Other acquired intangible asscts 5 (5) — 5 (5) -
Acquired technology 42 (25) 17 42 (18) 24
Total acquired intangible asscts $ 127 § 30)s 97 % 132 § 233 109

(@)

Accumulated amortization related to goodwill of $55 million arising prior to the adoption of SFAS No. 142 has been reflected in the gross carrying
amount of goodwill as of September 25, 2004 and September 27, 2003.

During the third quarter of 2004, the Company recorded an adjustment of approximately $5 million to goodwill related to the acquisition of PowerSchool, Inc
{PowerSchool) in fiscal 2001. This reduction of goodwill included the cancellation of 79,167 sharcs of Apple common stock, valued at approximately $2 million,
that were previously held in escrow and were refunded upon resolution of certain matters arising out of the acquisition of PowcrSchool. This adjustment also
included approximately $3 million to adjust the original estimates of the pre-acquisition PowerSchool restructuring liability to actual costs incurred.

Expected annual amortization expense related to acquired technology is as follows (in millions):

Fiscal Years:

2005 ) 6
2006 3
2007 2
2008 1
2009 1
Thereafter 4
Total expected annual amortization expense $ 17

Amortization expensc related to acquired intangible assets is as follows (in millions):

2004 2003 2002
Other acquired intangible assets amortization $ — $ — 3 1
Acquired technology amortization 7 10 S
Total amortization $ 7 3 10 $ 6
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During the fourth quarter of 2002, the Company acquircd Emagic GmbH (Emagic), a provider of professional software solutions for computer bascd music
production, for approximatcly $30 million in cash; $26 million of which was paid immediately upon closing of the dcal and $4 million of which was hcld-back
for future payment contingent on continued cmployment by certain employees that would be allocated to future compensation expense in the appropriate periods
over the following 3 ycars. During fiscal 2003, contingent consideration totaling $1.3 million was paid. The acquisition has been accounted for as a purchasc.
The portion of the purchasc price allocated to purchased in-process research and development (IPR&D) was cxpensed immediately, and the portion of the
purchasc price allocated to acquired tcchnology and to tradename will be amortized over their estimated uscful lives of 3 years. Goodwill associated with the
acquisition of Emagic is not subject to amortization pursuant to the provisions of SFAS No. 142. Total consideration was allocated as follows (in millions):

Acquisition of Emagic GmbH

Net tangible assets acquired $ 2.3
Acquired technology 38
Tradename : 0.8
In-proccess research and development 0.5
Goodwill 18.6

Total considcration : $ 26.0

The amount of the purchasc price allocated to IPR&D was cxpensed upon acquisition, becausc the technological feasibility of products under development had
not been cstablished and no alternative future uses cxisted. The IPR&D relates primarily to Emagic’s Logic scrics technology and cxtensions. At the date of the
acquisition, the products under development were between 43%-83% complcte, and it was cxpected that the remaining work would be completed during the
Company's fiscal 2003 at a cost of approximatcly $415,000. The remaining cfforts, which were completed in 2003, included finalizing uscr intcrface design and
development, and testing. The fair valuc of the IPR&D was determined using an incomc approach, which reflects the projected free cash flows that will be

generated by the IPR&D projects and that arc attributable to the acquired technology, and discounting the projected net cash flows back to their present value
using a discount rate of 25%.

Acquisition of certain assets of Zayante, Inc., Prismo Graphics, and Silicon Grail

During fiscal 2002 the Company acquired certain technology and patent rights of Zayante, Inc., Prismo Graphics, and Silicon Grail Corporation for a total of
$20 million in cash. Thesc transactions have been accounted for as asset acquisitions. The purchase price for these asset acquisitions, except for $1 million
identified as contingent considcration which would be allocated to compensation expense over the following 3 years, has been allocated to acquired technology

and would be amortized on a straight-line basis over 3 years, except for certain asscts acquircd from Zayante associated with patent royalty strcams that would be
amortized over 10 years.

Acquisition of Nothing Real, LLC

During the sccond quarter of 2002, the Company acquired certain assets of Nothing Real, LLC (Nothing Real), a privately-hcld company that develops and
markets high performance tools designed for the digital image creation market. Of the $15 million purchasc price, thc Company has allocated $7 million to

acquired technology, which will be amortized over its estimated life of S ycars. The remaining $8 million, which has been identificd as contingent consideration,
rather than rccorded as an additional component of
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the cost of the acquired asscts, would be allocated  ““ture compensation expense in the appropriatc periods ¢ : following 3 years.

Note S—Restructuring Charges

Fiscal 2004 Restructuring Actions

The Company recorded total restructuring charges of approximately $23 million during the ycar ended September 25, 2004, including approximately $14 million
in severance costs, $5.5 million in asset impairments, and a $3.5 million charge for lease cancellations. Of the $23 million charge, $14.3 million had been spent
by the end of 2004, with the remaining $8.7 million consisting of $5.2 million for cmployee severance benefits and $3.5 million for lease canceliations.

During the fourth guarter of 2004, the Company recognized restructuring expense of $5.5 million. In conjunction with the European workforce reduction during
the sccond quarter of 2004, the Company vacated a leased salcs facility during the fourth quartcr of 2004 resulting in a charge of $3.7 million for contract
termination and assct impairment costs. The Company also recognized employce termination costs of $1.8 million related to the climination of non-essential
positions, principally in Europe. In addition, the Company reversed $400,000 of excess restructuring expense from prior periods related primarily to lower than
expected disposal costs on Sacramento manufacturing-related fixed assets. The net cost of the restructuring plans for the fourth quarter of 2004 was $5.1 million,

of which $300,000 had bcen paid prior to the end of 2004. These actions will result in the termination of 54 positions, 4 of which had been terminated prior to the
end of 2004.

During the third quarter of 2004, the Company finalized restructuring plans related to closing Company-owned manufacturing activitics in Sacramento. In
addition, the Company's management approved restructuring plans related to certain headcount reductions primarily for various sales and marketing activitics
principally in the U.S. Total cost of the restructuring plan for the third quarter of 2004 was $7.9 million, of which $7.2 million had been paid prior to the cnd of
2004. Thesc actions will result in the termination of 83 positions, 77 of which had been terminated prior to the end of 2004.

The closing of manufacturing opcrations in Sacramento resulted in the elimination of 67 positions for a scverance cost of $1.9 million and write-off of

$5.3 million in manufacturing-related fixed asscts whose use ceased during the third quarter of 2004. Termination of sales and marketing activities, principally in
the U.S., resulted in scverance of $0.7 million for the elimination of 16 positions.

During the sccond quarter of 2004, the Company's management approved restructuring plans related to the termination of Company-owned manufacturing,
activitics in Sacramento and hcadcount reductions related primarily to various sales and markcting activitics in the U.S. and Europe. Total cost of the actions was

$9.6 million for the termination of 348 positions. As of the end of the fourth quarter of 2004, $6.8 million had been spent and 310 positions had been eliminated
related to these actions. .
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The following table summarizes activity associated with restructuring actions initiated during fiscal 2004 (in millions):

Employee
Severance Asset Lease
Benefits Impairments Cancellations Totals
Total charge $ 140 § 55 % 35 8 23.0
Total spending through September 25, 2004 8.7 — 8.7
Total non-cash items — 5.2) — (5.2)
Adjustments 0.1) 0.3) — 0.4)
Accrual at September 25, 2004 3 52 % — 3 35 § 8.7

Fiscal 2003 Restructuring Actions

The Company rccorded total restructuring charges of approximately $26.8 million during the ycar ended September 27, 2003, including approximately

$7.4 million in severance costs, a $5.0 million charge to write-off deferred compensation, $7.1 million in asset impairments and a $7.3 million charge for lcase
canccllations. Of the $26.8 million charge, all had been spent by the end of 2004, except for approximatcly $3.0 million related to operating lease costs on
abandoned facilities. During the third quarter of 2003, approximatcly $500,000 of the amount originally accrucd for leasc cancellations was determined to be in
excess duc to the subleasc of a property sooner than originally estimated and a shortfall of approximately $500,000 was identificd in the severance accrual due to

higher than expected severance costs related to the closure of the Company's Singapore manufacturing operations. Thesc adjustments had no net cffect on
reported operating expense.

During the second quarter of 2003, the Company's management approved and initiated restructuring actions that resulted in recognition of a total restructuring

charge of $2.8 million, including $2.4 million in severance costs and $400,000 for asset write-offs and icase payments on an abandoned facility. Actions taken in
the second quarter were for the most part supplemental to actions initiated in the prior two quarters and focused on further headcount reductions in various sales
and marketing functions in the Company's Americas and Europe opcrating segments and further reductions associated with PowerSchool-related activities in the

Americas operating segment, including an accrual for asset writc-offs and lease payments on an abandoned facility. The second quarter actions resulted in the
termination of 93 employces.

During the first quarter of 2003, the Company's management approved and initiated restructuring actions with a total cost of $24 million that resulted in the
termination of manufacturing opcrations at the Company-owned facility in Singapore, furthcr reductions in headcount resulting from the shift in PowerSchool
product strategy that took place at the end of fiscal 2002, and termination of various salcs and marketing activities in the U.S. and Europe. These restructuring
actions resulted in the climination of 260 positions worldwide.

Closurc of the Company's Singapore manufacturing operations resulted in severance costs of $1.8 million and costs of $6.7 million to write-off manufacturing
related fixed asscts, whosc use ceased during the first quarter. PowerSchool related costs included severance of approximately $550,000 and recognition of

$5 million of previously deferred stock compensation that arose when PowerSchool was acquired by the Company in 2001 rclated to certain PowerSchoot
employce stockholders who were terminated in the first quarter of 2003. Termination of sales and marketing activities and employees, principally in the U.S. and
Europe, resulted in scverance costs of $2.8 million and accrual of costs associated with opcrating leases on
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closed facilitics of $6.7 million. The total nct restructuring charge of $23 million recognized during the first qu.arter of 2003 also reflects the rcversal of $600,000
of unused restructuring accrual originally made during the first quarter of 2002.

The following table summarizes activity associated with restructuring actions initiated during fiscal 2003 (in millions):

Employee Deferred
Severance Compensation Assct Lease
Benefits Write-off Impairments Cancellations Totals

Total charge $ 74 § 50 $ 71 % 73 % 26.8
Total spending through September 25,
2004 (1.9) — — (3.8) (L7
Total non-cash items — (5.0) (7.1) — (12.1)
Adjustments 0.5 - - (0.5) —
Accrual at September 25, 2004 3 — 3 — 3 — 3 30 % 3.0

Fiscal 2002 Restructuring Actions

During fiscal 2002, the Company rccorded total restructuring charges of approximately $30 million related to actions intended to eliminate certain activitics and
better align the Company's operating expenses with existing general economic conditions and to partially offset the cost of continuing investments in new
product development and investments in the Company's Retail operating segment.

During the fourth quarter of 2002, thc Company's management approved and initiated restructuring actions with a total cost of approximatcly $6 million designed
to reduce headcount costs in corporate operations and sales and to adjust its PowerSchool product strategy. These restructuring actions resulted in the climination
of approximately 180 positions worldwide at a cost of $1.8 million, all of which were eliminated by September 27, 2003. Eliminated positions werc primarily in
corporate opcrations, sales, and PowerSchool related research and development in the Americas operating segment. The shift in product strategy at PowerSchoot
includcd discontinuing devclopment and marketing of PowerSchool's PSE product. This shift resulted in the impairment of previously capitalized development
costs associated with the PSE product in the amount of $4.5 million.

During the first quarter of 2002, the Company's management approved and initiated restructuring actions with a total cost of approximately $24 million. These
restructuring actions resulted in the elimination of approximately 425 positions worldwide at a cost of $8 million. Positions were eliminated primarily in the
Company's operations, information systems, and administrative functions. In addition, these restructuring actions also included significant changes in the
Company's information systems strategy resulting in termination of equipment leases and cancellation of cxisting projects and activities. Thc Company ccascd
using the asscts associated with first quarter 2002 restructuring actions during that same quarter. Related Icase and contract cancellation charges totaled

$12 million, and charges for asset impairments totaled $4 million. The first quarter 2002 restructuring actions were primarily related to corporatc activity not
allocated to operating scgments. During the first quarter of 2003, the Company reversed the remaining unused accrual of $600,000. All amounts associated with
the fiscal 2002 restructuring actions had been spent by the end of fiscal 2003.
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Note 6—Income Taxes

The provision for income taxcs consisted of the following (in millions):

2004 2003 2002
Federal: ' :
Currcnt $ 34 § 18 12
Deferred 56 )] (32)
90 11 (20)
State:
Current 5 4 3
Deferred (18) 1) 6
13) ™ 9
Foreign:
Current 46 21 29
Deferred (16) 1) 4
30 20 33
Provision for income taxes 3 107 § 24§ 22

The foreign provision for income taxes is based on foreign pretax camings of approximately $384 million, $250 million and $284 million in 2004, 2003, and
2002, respectively. As of September 25, 2004, approximately $3.2 billion of thc Company's cash, cash equivalents, and short-term investments are held by
forcign subsidiarics and are generally based in U.S. dollar-denominated holdings. Amounts held by foreign subsidiaries are generally subject to U.S. income
taxation on repatriation to the U.S. The Company's consolidated financial statements fully provide for any related tax liability on amounts that may be
repatriated, aside from undistributed camings of certain of the Company's foreign subsidiaries that are intended to be indefinitely reinvested in operations outsidc
the U.S. U.S. income taxes have not been provided on a cumulative total of $972 million of such eamings. It is not practicable to determine the income tax
liability that might be incurred if thesc camings werc to be distributed.

Deferred tax assets and liabilities reflect the effects of tax losscs, credits, and the future income tax cffects of temporary differences between the consolidated
financial statcment carrying amounts of existing asscts and Hiabilities and their respective tax bases and are measured using enacted tax ratcs that apply to taxable
incomc in the years in which thosc temporary differences are expected to be recovered or settled.
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As of Scptember 25, 2004 and Scptember 27, 2003, the significant components of the Company's deferred tax asscts and liabilitics were (in millions):

2004 2003

Decferred tax assets:

Accounts rcceivable and inventory reserves $ 32§ 35

Accrued liabilities and other reserves 195 155

Basis of capital asscts and investments 65 47

Tax losses and credits 329 204

Other 26 11

Total deferred tax assets 647 452
Less valuation allowance 30 30
Nect deferred tax assets 617 422
Deferred tax liabilitics:

Unremitted earnings of subsidiaries 413 398

Total deferred tax liabilitics 413 398
Net deferred tax asset . $ 204§ 24

As of Scptember 25, 2004, the Company had operating loss carryforwards for federal tax purposes of approximatcly $446 million, which expirc from 2011
through 2024. A portion of thesc carryforwards was acquired from NeXT and other acquisitions, the utilization of which is subject to certain limitations imposed
by the Intemal Revenue Code. The Company also has Federal credit carryforwards and various state and forcign tax loss and credit carryforwards, the tax cffect
of which is approximatcly $132 million and which expirc between 2005 and 2024. The remaining bencfits from tax losses and credits do not expire. As of
September 25, 2004, a valuation allowance of $30 million was recorded against the deferred tax asset for the bencfits of tax losses that may not be realized. The
valuation allowance rclates primarily to the opcrating loss carryforwards acquired from NeXT and other acquisitions. Management believes it is more likely than
not that forccasted income, including income that may be generated as a result of certain tax planning strategics, together with the tax cffects of the deferred tax
liabilitics, will be sufficient to fully recover the remaining deferred tax assets.
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A reconciliation of the provision for income taxes  “th thc amount computed by applying the statutory feder yme tax rate (35% in 2004, 2003, and 2002) to
income before provision for income taxes, is as 5 (in millions): :
2004 2003 2002

Computed expected tax $ 134§ 32 8 30
State taxes, nct of fedcral cffect (5) (4) 7
Indefinitely invested earnings of foreign subsidiarics @an 13) —
Nondeductible executive compensation ) 10 5 (¢))
Stock repurchase — 2) —
Purchase accounting and assct acquisitions — 3
Change in valuation allowance — — (16)
Rescarch and development credit, net (5) (W) 8)
Nondeductible expenscs 2 6 4
Other items 2 3 3
Provision for income taxcs $ 107§ 24§ 22
Effective tax ratc 28% 26% 25%

The Internal Revenue Service (IRS) has completed its ficld audit of the Company's federal income tax returns for all years prior to 2001 and proposcd certain
adjustments. Certain of these adjustments arc being contested through the IRS Appeals Office. Substantially all IRS audit issucs for thesc ycars have been
resolved. In addition, the Company is also subject to audits by state, local, and forcign tax authoritics. Management belicves that adcquate provision has been
made for any adjustments that may result from tax examinations. However, the outcome of tax audits cannot be predicted with certainty. Should any issucs

addresscd in the Company's tax audits be resolved in a manner not consistent with management's cxpectations, the Company could be required to adjust its
provision for income tax in the period such resolution occurs.

Note 7—Shareholders' Equity

Restricted Stock Units

During fiscal 2004, the Company's Board of Directors approved the grant of 2.515 million restricted stock units to selected members of the Company's senior
management, excluding its Chicf Executive Officer (CEO). Thesc restricted stock units gencrally vest in two cqual installments on the second and fourth
anniversaries of the datc of grant. The Company has recorded the $64.4 million value of these restricted stock units as a component of shareholders' cquity and
will amortize that amount on a straight-line basis over the 4 year requisite service period. The value of the restricted stock units was based on the closing market
price of the Company's common stock on the datc of grant. Quarterly amortization will be approximately $4.0 million, of which approximately $0.5 million will
be included in cost of sales; $1.3 million will be included in rescarch and development cxpense; and the remaining $2.2 million will be included in sclling,

general and administrative expensc. The restricted stock units have been included in the calculation of diluted camings per share utilizing the treasury stock
mcthod.

CEO Restricted Stock Award

On March 19, 2003, the Company entcred into an Option Canccllation and Restricted Stock Award Agrecment (the Agreement) with Mr. Steven P. Jobs, its
CEO. The Agreement cancelled stock option
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awards for the purchasc of 27.5 million shares of ‘»mpany's common stock previously granted to Mr. Jobs 90 and 2001. Mr. Jobs retaincd options to
purchase 60,000 shares of the Company's commi < granted in August of 1997 in his capacity as a memby .¢ Company's Board of Dircctors, prior to
becoming the Company's CEO. The Agreement rep.uved the cancelled options with a restricted stock award of 5 mullion sharcs of thc Company's common stock.
The restricted stock award gencrally vests three years from date of grant. Vesting of some or alt of the restricted shares will be accelerated in the event Mr. Jobs
is terminated without causc, dics, or has his management role reduced following a change in control of thc Company.

The Company has recorded the value of the restricted stock award of $74.75 million as a component of shareholders' equity and is amortizing that amount on a
straight-linc basis over the 3 year service period. The value of the restricted stock award was based on the closing market price of the Company's common stock
of $14.95 on the datc of the award. Amortization expense for this award, which amounts to approximately $6.2 million per quarter, has been included in sclling,
general, and administrative expense beginning in March 2003 and will continue to be included through March 2006. The 5 miilion restricted shares have been
included in the calculation of diluted earnings per share utilizing the treasury stock method.

Stock Repurchase Plan

In July 1999, the Company's Board of Dircctors authorized a plan for the Company to repurchase up to $500 million of its common stock. This repurchasc plan
does not obligate thc Company to acquire any specific number of shares or acquire shares over any specificd period of time.

During the fourth quarter of 2001, the Company entered into a forward purchase agreement to acquire 1.5 million shares of its common stock in September of
2003 at an average price of $16.64 per share for a total cost of $25.5 million. In August 2003, thc Company scttlcd this agreement prior to its maturity, at which
time the Company's common stock had a fair valuc of $22.81. Other than this forward purchasc transaction, the Company has not cngaged in any transactions to
repurchasc its common stock since fiscal 2000. Since inception of the stock repurchase plan, the Company had repurchascd a total of 6.55 million shares at a cost
0f $217 million. The Company was authorized to repurchase up to an additional $283 million of its common stock as of September 25, 2004.

Preferred Stock

The Company has 5 million sharcs of authorized preferred stock, nonc of which is outstanding. Under the terms of thc Company's Restated Articles of

Incorporation, the Board of Dircctors is authorized to determine or alter the rights, preferences, privilcges and restrictions of thc Company's authorized but
unissued shares of preferred stock.

Comprehensive Income

Comprehensive income consists of two components, nct income and other comprehensive income. Other comprehensive income refers to revenue, expenses,
gains and losses that under gencerally accepted accounting principles are recorded as an element of shareholders' equity but are excluded from net income. The
Company's other comprehensive income consists of foreign currency translation adjustments from those subsidiaries not using the U.S. dollar as their functional

currency, unrealized gains and losses on marketable securities catcgorized as available-for-sale, and nct deferred gains and losses on certain derivative
instruments accounted for as cash flow hedges.
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The following table summarizes the components ‘umulated other comprehensive income (loss), net of ta- millions):

2004 2003 2002
Unrealized gains (losses) on available-for-sale securitics $ 4 3 13 13
Unrealized losses on derivative investments @) (16) (1)
Cumulative foreign currency translation ©] (20) D
Accumulated other comprehensive income (loss) $ (15) $ (35) 3% (49)

The following table summarizes activity in other comprehensive income related to available-for-sale securitics, net of taxes (in millions):

2004 2003 2002
Change in fair value of available-for-sale securitics $ s 1mn s (49)
Adjustment for nct (gains) losses realized and included in nct income ) 23) 32
Change in unrealized gain/loss on available-for-sale sccurities 3 s) $ 1z) s (17

The tax effect related to the change in unrealized gain on available-for-sale securitics was $4 million, $6 million, and $10 million for fiscal 2004, 2003, and 2002,

respectively. The tax cffect on the reclassification adjustment for net gains (losses) included in net income was $1 million, $(8) million and $10 million for fiscal
2004, 2003, and 2002, respectively.

The following table summarizes activity in other comprehensive income related to derivatives, net of taxes, held by the Company (in millions):

2004 2003 2002
Changes in fair value of derivatives 3 @2n s 24) $ 4
Adjustment for net gains(losses) realized and included in nct income ’ 33 19 (19)
Change in unrealized gain/loss on derivative instruments $ 12 3 5) 3 {15)

The tax effcct related to the changes in fair value of derivatives was $10 million, $11million and $(2) million for fiscal 2004, 2003, and 2002, respectively. The

tax cffect related to derivative gains (losses) reclassificd from other comprehensive income was $(13) miltion, $(7) million and $8 miltion for fiscal 2004, 2003,
and 2002, respectively.

Note 8—Employee Benefit Plans

2003 Employee Stock Option Plan

At the Annual Meeting of Shareholders held on April 24, 2003, the shareholders approved an amendment to the 1998 Exccutive Officer Stock Plan to change the
name of the plan to the 2003 Employee Stock Option Plan (the 2003 Plan), to provide for broad-based grants to all employees in addition to exccutive officers
and other kcy employees and to prohibit future “repricings" of employce stock options, including 6-months-plus-1-day option exchange programs, without
sharcholder approval. Based on the terms of individual option grants, options granted under the 2003 Plan generally expire 7 to 10 years after the grant date and
generally become exercisable over a period of 4 years, based on continued employment, with
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either annual or quarterly vesting. The 2003 Plan-  -its the granting of incentive stock options, nonstatutory options, restricted stock units, stock
appreciation rights, and stock purchasc rights.

1997 Employee Stock Option Plan

In August 1997, the Company's Board of Dircctors approved the 1997 Employee Stock Option Plan (the 1997 Plan), a non-sharcholder approved plan for grants
of stock options to cmployees who arc not officers of the Company. Based on the terms of individual option grants, options granted under the 1997 Plan
generally expirc 7 to 10 ycars afler the grant date and generally become excrcisable over a period of 4 years, based on continued employment, with cither annual
or quarterly vesting. As a result of sharcholder approval of amendments to the 1998 Executive Officer Stock Plan in April 2003, the Company terminated the

1997 Employce Stock Option Plan and cancelled all remaining unissued shares totaling 14,295,351 following the completion of an employee stock option
exchange program in October 2003.

Employee Stock Option Exchange Program

On March 20, 2003, the Company announced a voluntary employee stock option exchange program (the Exchange Program) whereby cligible employees, other
than exccutive officers and members of the Board of Directors, had an opportunity to cxchange outstanding options with excrcise prices at or above $25.00 per
share for a predetermincd smaller number of new stock options issued with excrcise prices equal to the fair market value of one share of the Company's common
stock on the day the ncw awards arc issucd, which was to be at least six months plus one day after the exchange options are cancelled. On April 17, 2003, in
accordance with the Exchange Program, the Company cancelled options to purchase 16,569,193 shares of its common stock. On October 22, 2003, new stock
options totaling 6,697,368 sharcs were issucd to employees at an exercise price of $22.76 per share, which is equivalent to the closing price of the Company's
stock on that datc. No financial or accounting impact to the Company's financial position, results of opcrations or cash flow was associatcd with this transaction.

1997 Director Stock Option Plan

In August 1997, the Company’s Board of Dircctors adopted a sharcholder approved Director Stock Option Plan (DSOP) for non-employcc dircctors of the

Company. Initial grants of 30,000 options under thc DSOP vest in three equal installments on each of the first through third anniversaries of the date of grant, and
subsequent annual grants of 10,000 options arc fully vested at grant.

Rule 10b5-1 Trading Plans

Certain of the Company's cxecutive officers, including Mr. Timothy D. Cook, Mr. Jonathan Rubinstein, Mr. Bertrand Serlet, and Mr. Avadis Tevanian, Jr., have
entered into trading plans pursuant to Rule 10b5-1(c)(1) of the Securities Exchange Act of 1934, as amended. A trading plan is a written document that
pre-establishes the amounts, prices and dates (or formula for determining the amounts, prices and dates) of future purchases or sales of the Company's stock

including the exercisc and salc of cmployee stock options and shares acquired pursuant to the Company's employee stock purchase plan and upon vesting of
restricted stock units.

Employee Stock Purchase Plan

The Company has a sharcholder approved employec stock purchase plan (the Purchase Plan), under which substantially all employees may purchase common
stock through payroll deductions at a pricc equal to 85% of the lower of the fair markct values as of the beginning and cnd of six month offering periods. Stock
purchascs under the Purchase Plan arc limited to 10% of an employcc's compensation, up to a maximum
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of $25,000 in any calcndar year. Beginning with -month offering period that startcd on June 30, 2003, ¢! ber of shares authorized for issuance is
limited to a total of | million sharcs per offering | . During 2004, 2003, and 2002, 2.0 million, 2.1 million, ..8 million, respectively were issued under
the Purchase Plan. As of September 25, 2004, approximately 2 million shares were reserved for futurce issuance under the Purchase Plan.

Employee Savings Plan

The Company has an cmploycc savings plan (the Savings Plan) qualifying as a deferred salary arrangement under Section 401(k) of the Intemal Revenue Code.
Under the Savings Plan, participating U.S. employees may defer a portion of their pre-tax carnings, up to the Internal Revenue Service annual contribution limit
($13,000 for calendar year 2004). The Company matches 50% to 100% of cach ecmployce's contributions, depending on length of service, up to a maximum 6%

of the cmployce's eamings. The Company's matching contributions to thc Savings Plan were approximately $24 million, $21 million, and $19 million in 2004,
2003, and 2002, respectively.

Stock Option Activity

A summary of the Company's stock option activity and rclated information for the ycars ended September 25, 2004, September 27, 2003 and September 28, 2002
follows (option amounts are presented in thousands):

Qutstanding Options

Shares
Available Number of Weighted Average
for Grant Shares Excrcise Price
Balance at September 29, 2001 10,075 97,179 § 29.24
Additional Options Authorized 15,000 — —
Options Granted (23,239) 23,239 § 19.89
Options Cancelled 4,737 4,737) $ 30.98
Options Exercised — (6,251) $ 11.99
Plan Sharcs Expired 2) — -
Balance at September 28, 2002 6,571 109,430 §$ 28.17
Restricted Stock Granted (5,000) — —
Options Granted (4,179) 4,179 §$ 16.38
Options Cancelled 48,443 (48,443) § 39.61
Options Exercised — (2,154) $ 14.04
Plan Shares Expired (5) — —
Balance at September 27, 2003 45,830 63,012 § 15.08
Restricted Stock Units Granted (2,515) — _
Options Granted (18,197) 18,197 § 22.97
Options Cancclled 3,005 (3,005) $ 20.70
Options Exercised — (22,843) $ 17.20
Plan Shares Expircd (16,098) —_ —
Balancce at September 25, 2004 12,025 55,361 § 21.05
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The options outstanding as of Scptember 25, 200 = been segregated into five ranges for additional disclor follows (option amounts arc presented in
thousands):
Options Qutstanding Options Exercisable
Weighted-

Options Average Weighted Options Weighted

Outstanding as of Remaining Average Exercisabie as of Avcrage

September 25, Contractual Excreise September 25, Excrcise

2004 Life in Years Price 2004 Price

$0.83-815.59 6,426 465 $ 12.26 4958 § 11.59
$15.60-$18.50 15,729 587 % 17.94 12969 $ 18.04
$18.51-820.54 9,998 691 § 20.26 5,769 § 20.25
$20.55-$22.76 15,109 623 % 22.20 1,401 $ 21.77
$22.77-$69.78 8,099 624 § 32.90 4926 % 36.46
$0.83-869.78 55,361 607 $ 21.05 30,023 $ 20.59

As of September 27, 2003, the Company had cxcrcisable options to purchase 38.8 million shares outstanding with a weighted average cxercisc price of $18.75

per share. As of Scptember 28, 2002, the Company had exercisable options to purchase 57.9 million sharcs outstanding with a weighted average exercise price of
$30.85 per sharc.,

The Company had 2.515 million restricted stock units outstanding as of September 25, 2004, which were excluded from the options outstanding balances in the
preceding tables. None of thesc restricted stock units were vested as of September 25, 2004. The grant of these restricted stock units has been deducted from the
shares available for grant under the Company's stock option plans.

Note 9—Stock-Based Compensation

The Company has provided pro forma disclosures in Note I of these Notes to Consolidated Financial Statements of the cffect on net income and carnings per
sharc as if the fair value mcthod of accounting for stock compensation had been used for its employce stock option grants and employce stock purchase plan

purchases. Thesc pro forma effects have been cstimated at the date of grant and beginning of the period, respectively, using the Black-Scholes option pricing
modcl.

For purposes of the pro forma disclosurcs provided pursuant to SFAS No. 123, the option awards issued in October 2003 and the awards cancelled as part of the
Employce Stock Option Exchange Program have been accounted for using modification accounting. In accordance with SFAS No. 123, the grant date of the
awards issued is the datc of acceptance of the exchange offer by participating employecs. The cancellation of certain of the Company's CEO's options and

replacement with restricted shares in March 2003 is also being accounted for using modification accounting for purposes of the pro forma disclosures provided
pursuant to SFAS No. 123.
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The assumptions used for cach of the last three fiscal years and the resulting cstimate of weighted-average fair value per sharc of options granted during those
years arc as follows:

2004 2003 . 2002
Expected life of stock options 3.5 years 3.5-4 ycars 4 years
Expectced life of stock purchases 6 months 6 months 6 months
Interest rate—stock options 2.33%-3.15% 2.14%-2.45% 2.90%
Interest rate—stock purchascs 0.96%-1.67% 1.10%-1.77% 2.NM%
Volatility—stock options 40% 40%-63% 64%
Volatility—stock purchascs 32%-44% 35%-44% 51%
Dividend yields — -— —
Weighted-average fair value of options granted during the ycar $ 737 §% 663 $ 10.11
Weightcd-average fair value of stock purchascs during the year ] 556 % 424 § 6.73

For purposes of the pro forma disclosures provided pursuant to SFAS No. 123, the cxpected volatility assumptions used by the Company prior to the third quarter
of 2003 had been based solely on the historical volatility of the Company's common stock over the most recent period commensurate with the estimated expected
life of the Company's stock options. Beginning in the third quarter of 2003, the Company has modificd this approach to consider other rclevant factors including
implied volatility in markct traded options on thc Company's common stock and the impact of unusual fluctuations not reasonably expected to recur on the
historical volatility of thc Company's common stock. The Company will continuc to monitor these and other relevant factors in developing the expected volatility
assumption uscd to value futurc awards.

Beginning in the third quarter of 2003, thc Company shortencd its cstimate of the cxpected life of new options granted to its employces from 4 years to 3.5 years.
The Company bases its expected lifc assumption on its historical experience and on the terms and conditions of the stock options it grants to employees. The
change in the cxpected lifc assumption made during the third quarter of 2003 was the result of the expected impact of shortening the contractual lifc of new

options granted to cmployces from 10 years to 7 years and changing the vesting provisions of new options granted to employees from 4 year straight-line annual
vesting to 4 ycar straight-line quarterly vesting.

Note 10—Commitments and Contingencies

Lease Commitments

The Company leases various equipment and facilitics, including retail space, under noncancelable opcrating Icase arrangements. The Company docs not currently
utilize any other off-balance-sheet financing arrangements. The major facility leascs arc for terms of 5 to 10 years and generally provide renewal options for
terms of 3 to 5 additional years. Leases for retail space are for terms of 5 to 16 years and oftcn contain multi-year rencwal options. As of Scptember 25, 2004, the

Company's total futurc minimum lease payments under noncancelable operating lcascs were $617 million, of which $436 million related to leascs for retail
space.

Rent expense under all operating leascs, including both cancelable and noncancelable leases, was $103 million, $97 million, and $92 million in 2004, 2003, and
2002, respectively. Future minimum leasc
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paymcnts under noncancclable operating Icases having remaining terms in excess of one year as of September 25, 2004, arc as follows (in millions):

Fiscal Years

2005 $ 89
2006 9
2007 79
2008 ) 65
2009 61
Later ycars 232

Total minimum leasc payments

(75}

617

Accrued Warranty and Indemnifications

The Company offers a basic limited parts and labor warranty on its hardwarc products. The basic warranty period for hardware products is typically onc ycar
from the datc of purchasc by the end-user. The Company also offers a 90-day basic warranty for Apple service parts used to repair Apple hardware products. The
Company provides currently for the estimated cost that may be incurred under its basic limited product warrantics at the time related revenue is recognized.
Factors considered in determining appropriate accruals for product warranty obligations include the size of the installed basc of products subject to warranty
protection, historical and projected warranty claim rates, historical and projected cost-per-claim, and knowlcdge of specific product failures that are outside of the

Company's typical experience. The Company assesses the adequacy of its preexisting warranty liabilitics and adjusts the amounts as necessary based on actual
experience and changes in future expectations.

The following table reconciles changes in the Company's accrued warrantics and related costs (in millions):

2004 2003 . 2002
Beginning accrued warranty and related costs $ 67 $ 69 $ 87
Cost of warranty claims (105) (1) (79)
Accruals for product warranties 143 69 61
Ending accrucd warranty and related costs $ 105 § 67 § 69

The Company generally does not indemnify end-uscrs of its operating system and application software against lcgal claims that the softwarc infringes third-party
intellectual property rights. Other agreements entered into by the Company sometimes include indemnification provisions under which thc Company could be
subject to costs and/or damages in the cvent of an infringement claim against the Company or an indemnificd third-party. However, the Company has not been
required to make any significant payments resulting from such an infringement claim asserted against itself or an indemnificd third-party and, in the opinion of
management, does not have a potential liability related to unresolved infringement claims subject to indemnification that would have a material adverse effect on

its financial condition, liquidity or results of operations. Therefore, the Company did not record a liability for infringement costs as of either September 25, 2004
or Scptember 27, 2003.
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Concentrations in the Available Sources of Supply of Materials and Product

Although most components essential to the Company's business are generally availablc from multiple sources, other key components (including microprocessors
and application-specific integrated circuits, or ("ASICs™)) arc currently obtained by the Company from single or limited sources. Some other key components,
while currently available to the Company from multiple sourccs, are at times subject to industry-wide availability and pricing pressurcs. In addition, the
Company uscs some components that are not common to the rest of the personal computer industry, and new products introduced by the Company often initially
utilize custom components obtained from only one source until the Company has cvaluated whether there is a need for and subsequently qualifies additional
suppliers. If the supply of a key single-sourced component to the Company were to be delayed or curtailed or in the event a key manufacturing vendor delays
shipments of complcted products to thc Company, the Company's ability to ship related products in desired quantitics and in a timely manner could be adversely
affected. The Company's business and financial performance could also be adversely affected depending on the time required to obtain sufficient quantities from
the original source, or to identify and obtain sufficient quantities from an alternative source. Continued availability of these components may be affected if
produccrs werc to decide to concentrate on the production of common components instead of components customized to meet the Company's requirements.
Finally, significant portions of the Company's CPUs, logic boards, and assembled products are now manufactured by outsourcing partners, the majority of which
occurs in various parts of Asia. Although the Company works closcly with its outsourcing partners on manufacturing schedules, the Company's operating results
could be adversely affected if its outsourcing partners were unable to meet their production obligations.

Contingencies

Bceginning on Scptember 27, 2001, three shareholder class action lawsuits were filed in the U.S. District Court for the Northem Dibtrict of California against the
Company and its Chicf Exccutive Officer. These lawsuits are substantially identical, and purport to bring suit on behalf of personsiwho purchased the Company's
publicly traded common stock between July 19, 2000, and September 28, 2000. The complaints ailege violations of the 1934 Secufitics Exchange Act and seck
unspecificd compensatory damages and other relief. The Company believes these claims are without merit and intends to defend them vigorously. The Company
filed a motion to dismiss on June 4, 2002, which was heard by the Court on September 13, 2002. On December 11, 2002, the Couttt granted the Company's
motion to dismiss for failure to state a cause of action, with leave to Plaintiffs to amend their complaint within thirty days. Plaintiffs filed their amended
complaint on january 31, 2003, and on March 17, 2003, the Company filcd a motion to dismiss thc amended complaint. The Court heard the Company's motion
on July 11, 2003 and dismissed Plaintiffs' claims with prejudice on August 12, 2003. Plaintiffs have appealed the ruling.

The Company is subject to certain other legal proccedings and claims that have arisen in the ordinary course of business and have pot been fully adjudicated. In
the opinion of managcment, the Company docs not have a potential liability related to any current legal proccedings and claims that would individually or in the
aggregate have a material adversc cffect on its financial condition, liquidity or results of opcrations. However, the results of legal groccedings cannot be
predicted with certainty. Should the Company fail to prevail in any of thesc legal matters or should several of these legal matters b resolved against the
Company in the same reporting period, the operating results of a particular reporting period could be matcrially adversely affected

Production and marketing of products in certain states and countries may subject the Company to cnvironmental and other regulations including, in somc
instanccs, the requircment to provide customers
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the ability to retumn product at the end of its uscful life, and place responsibility for cnvironmentally safc disposal or recycling with the Company. Such laws and
rcgulations have rccently becn passcd in several jurisdictions in which the Company operates including various European Union member countries, Japan and
certain statcs within the U.S. Although the Company does not anticipate any material adverse effects in the future based on the nature of its operations and the

thrust of such laws, there is no assurance that such cxisting laws or future laws wiil not have a material adversc effcct on the Company's results of operations and
financial position.

Note 11-—Segment Information and Geographic Data

In accordance with SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information, thc Company reports segment information based on

the "management” approach. The management approach designates the intemal reporting used by management for making decisions and assessing performance
as the source of the Company's reportable segments.

The Company managcs its business primarily on a geographic basis. The Company's reportable operating scgments arc comprised of the Americas, Europe,
Japan, and Retail. The Americas scgment includes both North and South America, except for the activities of the Company's Retail segment. The Europe
scgment includes Europcan countrics as well as the Middle East and Africa. The Japan segment includes only Japan and excludes revenue from the Company's
own retail stores in Japan, which is included in thc Company's Retail scgment. The Retail segment operated Applc-owned retail stores in the U.S. and Japan
during fiscal 2004. Othcr opcrating segments include Asia-Pacific, which includes Australia and Asia except for Japan, and the Company's subsidiary,
FilcMaker, Inc. Each reportable geographic operating scgment provides similar hardware and software products and similar services, and the accounting policics

of the various segments arc the same as thosc described in Note 1, "Summary of Significant Accounting Policies," cxcept as described below for the Retail
scgment.

The Company evaluates the performance of its operating segments based on net sales. The Retail segment's performance is also evaluated bascd on operating
income. Nct sales for geographic segments arc gencrally based on the location of the customers. Operating income for cach segment includes net sales to third
parties, related cost of sales, and operating expenses directly attributable to the segment. Operating income for ecach segment excludes other income and expense
and certain cxpenses that arc managed outside the operating segments. Costs excluded from segment operating income include various corporate expenses,
manufacturing costs not included in standard costs, income taxes, and various nonrecurring charges. Corporatc expenses include rescarch and development,
corporatc marketing expenses, and other separatcly managed general and administrative expenses including certain corporate expenscs associated with support of
the Retail segment. The Company docs not include intercompany transfers between segments for management reporting purposes. Segment assets exclude
corporate asscts. Corporate asscts include cash, short-term and long-term investments, manufacturing facilitics, miscellancous corporate infrastructure, goodwill
and other acquired intangiblc assets, and retail store construction-in-progress that is not subject to depreciation. Except for the Retail segment, capital

cxpenditurcs for long-lived assets are not reported to management by segment. Capital expenditures by the Retail scgment were $104 million, $92 million and
$106 million for 2004, 2003 and 2002, respectively.

Operating income for all segments, except Retail, includes cost of sales at manufacturing standard cost, other cost of salcs, rclated sales and marketing costs, and
certain gencral and administrative costs. This measurc of operating income, which includes manufacturing profit, providcs a comparable basis for comparison
between the Company's various gcographic scgments. Certain manufacturing cxpenses and
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related adjustments not included in segment cost of sales, including variances between standard and actual manufacturing costs and the mark-up above standard
cost for product supplied to the Retail segment, arc included in corporate cxpenscs.

Management asscsscs the operating performance of the Retail segment differcntly than it assesses the operating performance of the Company's geographic
segments. The Retail scgment revenue and operating income is intended to depict a comparable measure to that of the Company's major channcl partners in the
U.S. operating retail storcs so the Company can evaluatc the Retail segment performance as if it were a channel partner. Therefore, the Company makes three
significant adjustments to the Retail scgment for management reporting purposes that are not included in the results of the Company's other segments.

First, the Retail segment's operating income includes cost of salcs for Apple products at an amount normally charged to major channel partners in the U.S.
operating rctail stores, less the cost of sales programs and incentives provided to those channel partners and the Company's cost to support those partners. For the
years ended September 25, 2004, September 27, 2003, and Scptember 28, 2002, this resulted in the recognition of additional cost of sales above standard cost by
the Retail scgment and an offsctting benefit to corporate cxpenscs of approximatcly $213 million, $106 million, and $52 million, respectively.

Sccond, the Company's cxtended warranty, support and service contracts arc transferred to the Retail scgment at the same cost as that charged to the Company's
major retail channcl partners in the U.S,, resulting in a comparable measure of revenue and gross margin between the Company's Retail stores and those retail
channel partners. The Retail scgment recognizes the full amount of revenuc and cost of salcs at the time of sale of the Company's extended warranty, support and
scrvice contracts. Becausc the Company has not yet carned the revenue or incurred the costs associated with the salc of these contracts, an offset to these amounts
is recognized in other operating segments’ net sales and cost of sales. For the ycar ended Scptember 25, 2004, this resulted in the recognition of net sales and cost
of sales by the Retail segment, with corresponding offscts in other operating scgments, of $54 million and $37 million, respectively: For the year ended
Scptember 27, 2003, the net sales and cost of salcs recognized by the Retail scgment for sales of extended warranty, support and scrvice contracts were

$30 million and $20 million, respectively. For the year cnded Scptember 28, 2002, this resulted in the recognition of net sales and cost of sales by the Retail
scgment of $8 million and $6 million, respectively. .

Third, the Company has opened six high profile stores in New York, Los Angeles, Chicago, San Francisco, Tokyo, Japan and Osaka, Japan as of Septcmber 25,
2004 and has an additional store under development in London, England, which is expected to open by the end of calendar year 2004. These high profile stores
arc larger than thc Company's typical retail stores and were designed to further promote brand awareness and provide a venue for certain corporate sales and
marketing activitics, including corporatc bricfings. As such, the Company allocates certain operating expenscs associated with these stores to corporate
marketing cxpensc to reflect the estimated benefit realized Company-wide. The allocation of these operating costs is based on the excess amount incurred for a
high profile store to that of a more typical Company retail location. Expenses allocatcd to corporate marketing resulting from the operations of these stores were
$16 million, $6 million and $1 million for the years cnded September 25, 2004, September 27, 2003, and September 28, 2002 respectively.
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Summary information by operating segment foliows (in millions):

Americas:
Net salcs
Operating income
Depreciation, amortization and accretion
Segment assets (a)

Europe:
Net sales
Operating income
Depreciation, amortization and accretion
Scgment asscts

Japan:
Net salcs
Opcrating income
Depreciation, amortization and accrction
Segment assets

Retail:
Net sales
Operating income (loss)
Depreciation, amortization and accretion (b)
Segment asscts (b)

Other Segments (c):
Net salcs
Operating income
Deprcciation, amortization and accrction
Segment assets

(a)

2004 2003 2002
$ 4019 § 3,181 8 3,131
$ 465§ 323§ 278
$ 6 $ 5 8 4
$ 563§ 494§ 395
$ 1,799 § 1309 § 1,251
$ 280 3 130§ 122
$ 4 s 4 S 4
$ 259 3 252§ 165
$ 677 S 698§ 710
$ ns s 21§ 140
$ 28 308 2
$ 14 3 130§ 50
$ 1,185 $ 621§ 283
$ 39§ ) 3 2
$ 35§ 25§ 16
$ 351 8 243§ 141
$ 599 3 398§ 367
$ 90 $ st 44
$ 2 s 2§ 2
$ 124§ 7% $ 67

The Americas assct figures do not include fixcd asscts held in the U.S. Such fixed assets arc not allocated specifically to the Americas

scgment and arc included in the corporate asscts figurcs below.

(b)

Retail segment depreciation and assct figures reflect the cost and related depreciation of its retail stores and related infrastructure. Retail
store construction-in-progress, which is not subject to depreciation, is reflected in corporate assets.

(c)

Other Scgments include Asia-Pacific and FileMaker.
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A reconciliation of the Company's segment opera”  “1come and asscts to the consolidated financial statcmen’ “sws (in millions):
2004 2003 2002

Segment operating income . $ 989 § 620 § 562
Corporate expenses, nct (640) (595) (514)
Purchased in-process rescarch and development — —- (1)
Restructuring costs (23) (26) (30)

Consolidated operating income (loss) 3 326 § M 3 17
Scgment assets 3 1411 § 1,197 § 818
Corporate asscts 6,639 § 5618 § 5,480

Consolidated asscts ’ $ 8,050 § 6,815 § 6,298
Segment depreciation, amortization and accretion $ 49 3 39 3 28
Corporate depreciation, amortization and accrction 101 74 86

Consolidated depreciation, amortization énd accretion $ 150 § 13 s 114

A large portion of the Company's net sales is derived from its international operations. Also, a majority of the raw materials used in the Company's products is
obtained from sources outside of the U.S., and a majority of the products sold by thec Company is assembled internationally in thc Company's facility in Cork,
Ireland or by third-party vendors in Taiwan, Korea, the Netherlands, the People's Republic of China, and the Czech Republic. As a result, the Company is subjcct
to risks associated with forcign operations, such as obtaining governmental permits and approvals, currency exchange fluctuations, currency restrictions, political

instability, labor problems, tradc restrictions, and changes in tariff ang freight charges. No singhe customcr accounted for more than 10% of net sales in 2004,
2003 or 2002.

Nct salcs and long-lived assets rclated to operations in the U.S., Japan, and other foreign countrics arc as follows (in millions):

2004 2003 2002
Net Sales:
U.S. $ 4,893 $ 3,627 $ 3,272
Japan 738 698 710
Other Countrics 2,648 1,882 1,760
Total Net Sales . 3 8,279 $ 6,207 $ 5,742
Long-Lived Asscts:
U.s. $ 637 $ 635 $ 561
Japan 52 19 2
Other Countrics 72 60 69
Total Long-Lived Asscts $ 761 $ 714 $ 632
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Information regarding net sales by product is as fo* s (in millions):

Luve 2003 2002
Net Sales:
Power Macintosh (a) . $ 1,419 $ 1,237 $ 1,380
PowerBook 1,589 1,299 831
iMac (b) 954 1,238 1,448
iBook 961 7117 875
Total Macintosh Nct Sales $ 4,923 $ 4,491 $ 4,534
iPod 1,306 345 143
Other Music Products (c) 278 36 4
Peripherals and other hardware (d) 951 691 527
Software (¢) 502 362 307
Service and other Net Sales 319 282 227
Total Net Salcs $ 8,279 $ 6,207 $ 5,742
(a)
Includes Xscrve product line.
(b)
Includes eMac product line.
(c)
Other Music Products includes iTunes Music Store sales and iPod related services, and Apple-branded and third-party iPod-related
accessorics,
(d)
Nct sales of peripherals and other hardware include sales of Apple-branded and third-party displays, wircless conncctivity and nctworking
solutions, and other hardware accessories.
(c)

Net salcs of software include sales of Apple-branded operating system and application software and salcs of third-party softwarc.
Note 12—Related Party Transactions and Certain Other Transactions

In March 2002, the Company cntcred into a Reimbursement Agreement with its CEO, Mr. Steven P. Jobs, for the reimbursement of cxpenses incurred by

M. Jobs in the operation of his private plane when used for Apple busincss. The Reimbursement Agreement became cffective for cxpenses incurred by Mr. Jobs
for Applc business purposcs since he took delivery of the plane in May 2001. The Company recognized a total of $483,000, $404,000, and $1,168,000 in
expenses pursuant to the Reimbursement Agreement during 2004, 2003 and 2002, respectively. All expenses recognized pursuant to the Reimbursement
Agrecment have been included in selling, gencral, and administrative expenses in the consolidated statemcents of operations.

In conncction with a relocation assistance package, the Company in May 2000 loaned Mr. Ronald B. Johnson, Senior Vice President, Retail, $1.5 million for the
purchase of his principal rcsidence. The loan was secured by a deed of trust and was due and payable in May 2004. Under the terms of the loan, Mr. Johnson
agreed that should he cxcrcise any of his stock options prior to the due date of the loan, he would pay the Company an amount equal to the lesscr of (1) an
amount equal to 50% of the total net gain realized from the exercise of the options; or (2) $375,000 multiplied by the number of years between the exercise date
and the datc of the loan. Mr. Johnson repaid $750,000 of this loan in fiscal 2003 and repaid the remaining balance of $750,000 in fiscal 2004.

Mr. Jerome York, a member of the Board of Directors of the Company, is a member of an investment group that purchased MicroWarchouse, Inc.
(MicroWarchousc) in January 2000. Until September 7, 2003, he also scrved as Microwarehouse's Chairman, President and Chief Exccutive Officer.
MicroWarehousc was a reseller of computer hardware, software and peripheral products, including products made by the
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Company. On Scptember 8, 2003, CDW Corporation (CDW), acquired selected North American assets of MicroWarehouse. MicroWarchouse subscquently filed
for Chapter 11 bankruptcy protection in the U.S. MicroWarehouse accounted for approximately 0.3%, 2.4% and 3.3% of the Company's net salcs for the ycars
cnded Scptember 25, 2004, September 27, 2003, and Scptember 28, 2002, respectivcly. Trade receivables from MicroWarehouse werc $4.3 million and

$9.9 miltion as of September 25, 2004 and September 27, 2003, respectively. The Company has provided what it believes to be an adequate allowance on the
outstanding receivabie based on the Company's sccured interest position in selected MicroWarehouse assets and the expected payments to unsccured creditors.
Salcs to MicroWarchouse and rclated trade receivables were generally subject to the same terms and conditions as those with the Company's other resellers. In
addition, thc Company has purchased miscellancous equipment and supplies from MicroWarehouse. Total purchases amounted to approximately $2.3 million

and $2.9 mitlion for the ycars ended September 27, 2003 and September 28, 2002, respectively. No purchases werc made by the Company from
MicroWarchouse in fiscal 2004.

Note 13—Selected Quarterly Financial Information (Unaudited)

Fourth Quarter Third Quarter Second Quarter First Quarter

(Tabular amounts in millions, except per share amounts)

2004
Nect salcs $ 2,350 % 2,014 % 1,909 §$ 2,006
Gross margin $ 634 § 559 $ 530 % 536
Nct income $ 106 § 61 $ 46 $ 63
Eamings pcr common share:
Basic $ 0.28 $ 0.16 $ 0.13 $ 0.17
Diluted 3 026 § 016 $ 012 § . 017
2003
Net sales $ 1,715 3 1,545 . § 1,475 $ 1,472
Gross margin 3 456 $ 428 § 418 $ 406
Net income (loss) $ 44 $ 19 3 14 5 (8)
Earnings (loss) per common share:
Basic $ . $ 005 $ 004 $ .(0.02)
Diluted $ 012 3 005 $ 004 $ (0.02)

Basic and diluted carnings (loss) per share arc computed independently for each of the quarters presented. Therefore, the sum of quarterly basic and diluted per
sharc information may not equal annual basic and diluted eamings per share.

Net income during the fourth, third, and second quarters of 2004 included restructuring charges, net of tax, of $4 million, $6 million, and $7 million, respectively.

Net income during the fourth and third quarters of 2003 included aftcr-tax nct gains related to non-current investments of $5 million and $1 million, respectively.
Nct income for the fourth quarter also included scttlcment of the Company's forward purchasc agreement resulting in a gain of $6 million and a favorable
cumulative-cffect type adjustment related to the adoption of SFAS No. 150 of $3 million. Net income (loss) during the second and first quarters of 2003 included
restructuring charges, nct of tax, of $2 million and $18 million, respectively. Net loss for the first quarter of 2003 included an after-tax unfavorable
cumulative-cffect type adjustment for the adoption of SFAS No.143 of $2 million.
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REPORT OF INDEPENDENT REGISTERE SLIC ACCOUNTING FIRM

The Board of Dircctors and Sharcholders
Apple Computer, Inc.:

We have audited the accompanying consolidated balance sheets of Apple Computer, Inc. and subsidiaries (the Company}) as of September 25, 2004 and
Scptember 27, 2003, and the related consolidated statements of operations, sharcholders' equity, and cash flows for each of the years in the three-year period

cnded September 25, 2004. These consolidated financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on thesc consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (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 misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the consolidated financial statements. An audit also includes assessing the accounting

principles used and significant cstimates made by management, as well as cvaluating the overall financial statement presentation. We believe that our audits
providc a rcasonable basis for our opinion.

In our opinion, the consolidated financial statcments referred to above present fairly, in all material respects, the financial position of Apple Computer, Inc. and
subsidiarics as of Scptember 25, 2004 and Scptember 27, 2003, and the results of their operations and their cash flows for each of the years in the thrce-ycar
period ended Scptember 25, 2004, in conformity with U.S. generally accepted accounting principles.

As discusscd in Notc 1 to the consolidated financial statcments, the Company changed its method of accounting for asset retirement obligations and for financial
instruments with characteristics of both liabilitics and equity in 2003 and changed its method of accounting for goodwill in 2002.

/s/ KPMG LLP

Mountain View, Califomnia
QOctober 12, 2004
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Item 9. Changes in and Disagreements with Ac ants on Accounting and Financial Disclosure

Not applicable.

Item 9A. Controls and Procedures

Bascd on an evaluation under the supervision and with the participation of the Company's management, the Company's principal exccutive officer and principal
financial officcr have concluded that the Company's disclosure controls and procedures (as defincd under the Sccuritics Exchange Act of 1934, as amended
(Exchange Act)) were cffective as of September 25, 2004 to cnsure that information required to be disclosed by thc Company in reports that it files or submits

under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in Securitics and Exchange Commission rules and
forms.

There were no significant changes in the Company's internal control over financial reporting identificd in management's cvaluation during the fourth quarter of
fiscal 2004 that have materially affected or are reasonably likcly to matcrially affect the Company's internal control over financial reporting.
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PART 111
Item 10. Directors and Executive Officers of the Registrant
Directors

Listed below are the Company's seven directors whose terms expirc at the next annual meeting of sharcholders.

Namé Position With the Company Age Dircctor Since

Fred D. Anderson Director 60 2004
William V. Campbeli Director 64 1997
Millard S. Drexler Director 60 1999
Albert Gore, Jr. Dircctor 57 2003
Steven P. Jobs Director and Chief Exccutive Officer 49 1997
Arthur D. Levinson Dircctor 54 2000
Jerome B. York Director 66 1997

Fred D. Anderson has been a founding partner of Elevation Partners, a private cquity firm focusced on the media and entertainment industry, since July 2004.

Previously, Mr. Anderson scrved as the Company's Exceutive Vice President and Chief Financial Officer from April 1996 to Junc 2004. Mr. Andcrson also
serves on the Board of Dircctors of eBay Inc. and E.piphany, Inc.

William V. Campbell has been Chairman of the Board of Directors of Intuit, Inc. (“Intuit") since August 1998. From Septcmber 1999 to January 2000,
Mr. Campbcli acted as Chicf Exccutive Officer of Intuit. From April 1994 to August 1998, Mr. Campbell was President and Chicf Exccutive Officer and a

director of Intuit. From January 1991 to December 1993, Mr. Campbell was President and Chief Executive Officer of GO Corporation. Mr. Campbell also scrves
on the Board of Dircctors of Opsware, Inc.

Millard S. Drexler has been Chairman and Chief Executive Officer of J. Crew Group, Inc. since January 2003. Previously, Mr. Drexler was Chief Executive

Officer of Gap Inc. from 1995 and President from 1987 until September 2002. Mr. Drexler was also a member of the Board of Dircctors of Gap Inc. from
November 1983 until October 2002.

Albert Gore, Jr. has scrved as a Scnior Advisor to Google, Inc. since 2001. He has also served as Exccutive Chairman of INdTV since 2002 and as Chairman of
Generation Investment Management since 2004. He is a visiting professor at Fisk University and Middle Tennessee State University. Mr. Gore was inaugurated
as the 45th Vice President of the U.S. in 1993. He was re-clected in 1996 and served for a total of cight years as President of the Scnate, a member of the Cabinct
and the National Sccurity Council. Prior to 1993, he scrved eight ycars in the U.S. Scnatc and cight years in the U.S. House of Representatives.

Steven P. Jobs is onc of thec Company's co-founders and currently scrves as its Chicf Exccutive Officer. Mr. Jobs is also the Chairman and Chief Executive

Officer of Pixar Animation Studios. In addition, Mr. Jobs co-founded NeXT Software, Inc. ("NeXT™) and served as the Chairman and Chicf Executive Officer of
NeXT from 1985 until 1997 when NeXT was acquired by the Company.

Arthur D. Levinson, Ph.D. has been Chicf Exccutive Officer and a director of Genentech Inc. ("Genentech”) since July 1995. Dr. Levinson has been Chairman
of the Board of Dircctors of Genentech since September 1999. He joined Genentech in 1980 and served in a number of executive positions, including Scnior
Vice President of R&D from 1993 to 1995. Mr. Levinson also serves on the Board of Dircctors of Google, Inc.

Jerome B. York has been Chicf Exccutive Officer of Harwinton Capital Corporation, a private investment company which he controls, since September 2003.
From January 2000 until Scptember 2003, Mr. York was Chairman and Chief Executive Officer of MicroWarchouse, Inc., a reseller of computer hardware,
software and peripheral products. From Scptember 1995 to October 1999, he was Vice Chairman of Tracinda
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Corporation. From May 1993 to Scptember 1995 he was Senior Vice President and Chief Financial Officer of IBM Corporation, and served as a member of
IBM's Board of Dircctors from January 1995 to August 1995. Mr. York is also a dircctor of Tyco International Ltd. and Metro-Goldwyn-Mayer, Inc.

Role of the Board; Corporate Governance Matters

It is the paramount duty of the Board of Dircctors to oversee the Chief Executive Officer and other senior management in the Sompetent and cthical operation of
thc Company on a day-to-day basis and to assure that the long-term interests of the shareholders arc being scrved. To satisfy this duty, the directors take a

proactive, focuscd approach to their position, and set standards to ensurc that the Company is committed to business success through maintenance of the highest
standards of responsibility and ethics.

Members of the Board bring to the Company a wide range of experience, knowledge and judgment. Thesc varied skills mcan that good governance depends on
far more than a "check the box" approach to standards or procedures. The govemance structure in the Company is designed to be a working structure for
principled actions, effective decision-making and appropriate monitoring of both compliance and performance. The key practices and procedurcs of the Board
arc outlined in the Corporate Governance Guidelines available on the Company's website at www.apple.com/investor.

Board Commiittees

The Board has a standing Compensation Committee, a Nominating and Corporate Govemance Committee ("Nominating Committee*) and an Audit and Finance
Committee ("Audit Committee").

The Compensation Committee is primarily responsible for reviewing the compensation arrangements for the Company's cxccutive officers, including the Chief
Exccutive Officer, and for administering the Company's stock option plans. Members of the Compensation Committce arc Messts. Campbelt, Drexler and Gore.

The Nominating Committce assists the Board in identifying qualified individuals to become directors, determines the composition of the Board and its
committees, monitors the process to assess Board effectiveness and helps develop and implement the Company's corporate governance guidelines. Members of
the Nominating Committee arc Messrs. Drexler and Gore and Dr. Levinson.

The Audit Committec is primarily responsible for oversecing the services performed by the Company's independent auditors and intcrnal audit department,
evaluating the Company's accounting policies and its system of intcrnal controls and reviewing significant financial transactions. Members of the Audit
Committee are Messrs. Campbell and York and Dr. Levinson.

The Audit, Compensation and Nominating Committees operate under written charters adopted by the Board. These charters are available on the Company's
website at www.apple.com/investor.

Audit Committee Financial Expert

While morc than one member of the Company's Audit Committee qualifies as an "audit committee financial expert” under ltem 401(h) of Regulation S-K,
Mr. Jeromc B. York, the Committce chairperson, is the designated audit committee financial expert. Mr. York is considered "independent” as the term is uscd in
Item 7(d)(3)(iv) of Schedule 14A under the Exchange Act.

Code of Ethics

.

The Company has a code of ethics that applics to all of the Company's employecs, including its principal executive officer, principal financial officer, principal
accounting officcr and its Board of Dircctors. A copy of this code, "Ethics: The Way We Do Business Worldwide" is available on thc Company's website at

www.apple.com/investor. The Company intends to disclose any changes in or waivers from its code of cthics by posting such information on its wcbsite or by
filing a Form 8-K.
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The following scts forth ccrtain information regarding executive officers of the Company. Information pertaining to Mr. Jobs, who is both a director and an
executive officer of the Company, may be found in the section entitled "Directors."

Executive Officers

Timothy D. Cook, Exccutive Vice President, Worldwide Sales and Operations (age 44), joined the Company in February 1998. Prior to joining the Company,
Mr. Cook held the position of Vice President, Corporate Materials for Compaq Computer Corporation ("Compag"). Previous to his work at Compag, Mr. Cook

was the Chicf Operating Officer of the Reseller Division at Intelligent Electronics. Mr. Cook also spent 12 years with IBM, most recently as Dircctor of North
American Fulfillment.

Nancy R. Heinen, Scnior Vice President, General Counsel and Secretary (age 48), joined the Company in September 1997. Prior to joining the Company,

Ms. Heinen held the position of Vice President, General Counsel and Secretary of the Board of Directors at NeXT from February 1994 until the acquisition of
NcXT by the Company in February 1997.

Ronald B. Johnson, Scnior Vice President, Retail (age 46), joined the Company in January 2000. Prior to joining the Company, Mr. Johnson spent 16 years with
Target Stores, most recently as Scnior Merchandising Executive.

Peter Oppenheimer, Scnior Vice President and Chief Financial Officer (age 41), joined the Company in July 1996. Mr. Oppenheimer also served with the
Company in the position of Vice President and Corporate Controller and as Senior Director of Finance for the Americas. Prior to joining the Company,

Mr. Oppenheimer was CFO of onc of the four business units for Automatic Data Processing, Inc. ("ADP"). Prior to joining ADP, Mr. Oppenheimer spent six
years in the Information Technology Consulting Practice with Coopers and Lybrand.

Jonathan Rubinstein, Scnior Vice President, iPod Division (age 48), joined the Company in February 1997. Mr. Rubinstein also scrved with the Company in
the position of Senior Vice President, Hardware Engineering. Before joining the Company, Mr. Rubinstein was Executive Vice President and Chief Operating

Officer of FirePower Systems Incorporated, from May 1993 to August 1996. Mr. Rubinstein also serves as a member of the Board of Directors of Immersion
Corporation.

Philip W. Schiller, Senior Vice President, Worldwide Product Marketing (age 44), rejoined the Company in 1997. Prior to rejoining the Company, Mr. Schiller
was Vice President of Product Marketing at Macromedia, Inc. from December 1995 to March 1997 and was Director of Product Marketing at FirePower
Systems, Inc. from 1993 to December 1995. Prior to that, Mr. Schiller spent six years at the Company in various marketing positions.

Bertrand Serlet, Ph.D., Scnior Vice President, Software Engincering (age 43), joined the Company in February 1997 upon the Company's acquisition of NeXT.

At NeXT, Dr. Serlet held scveral enginecring and managerial positions, including Director of Web Engineering. Prior to NeXT, from 1985 to 1989, Dr. Scrlct
worked as a rescarch cngincer at Xerox PARC.

Sina Tamaddon, Scnior Vice President, Applications (age 47), joined the Company in September 1997. Mr. Tamaddon has also served with the Company in the
position of Scnior Vice President Worldwide Service and Support, and Vice President and General Manager, Newton Group. Before joining the Company,

Mr. Tamaddon held the position of Vice President, Europe with NeXT from September 1996 through March 1997. From August 1994 to August 1996,

Mr. Tamaddon held the position of Vice President, Professional Scrvices with NeXT.

Avadis Tevanian, Jr., Ph.D., Scnior Vice President, Chief Software Technology Officer (age 43), joined the Company in February 1997 upon the Company's
acquisition of NeXT. Dr. Tevanian served with the Company in the position of Senior Vice President, Software Engincering from 1997 to July 2003. With
NeXT, Dr. Tevanian held scveral positions, including Vice President, Engincering, from April 1995 to
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Fcbruary 1997. Prior to April 1995, Dr. Tevanian worked as an cngincer with NeXT and held several management positions.

Item 11. Executive Compensation
Information Regarding Executive Compensation

The following table summarizes compensation information for the last three fiscal years for (i) Mr. Jobs, Chief Executive Officer and (ii) the four most highly
compensated executive officers other than the Chief Executive Officer who were serving as exccutive officers of the Company at the end of the fiscal year
(collectively, the "Named Executive Officers").

SUMMARY COMPENSATION TABLE

Long-Term

Annual Compensation Compensation
Sccuritics
Restricted Underlying All Other
Fiscal Salary Bonus Stock Award Options* Compensation
Name and Principal Position Year [¢)] %) ) # ($)
Steven P. Jobs 2004 1 — - — —
Chief Executive Officer 2003 1 — 74,750,000(1) — —
2002 1 2,268,698(2) — 7,500,000(1) 1,302,795(2)
Timothy D. Cook 2004 602,632 — 7,650,000(3) — 12,588(4)
Exccutive Vice President, Worldwide 2003 617,673 — — — 9,929(4)
Sales and Opcrations 2002 563,829 — — — 8,025(4)
Ronald B. Johnson 2004 484,836 1,500,000 6,375,000(3) s —
Senior Vice President, Retail 2003 452,404 1,500,000 —_— - —
2002 452,404 — — 300,000 —
Jonathan Rubinstcin 2004 485,216 — 6,375,000(3) — 12,300(4)
Scnior Vice President, iPod Division 2003 452,939 — — — 11,986(4)
2002 452,558 — — — . ©9,996(4)
Avadis Tevanian, Jr. Ph.D 2004 469,681 1,000 5,100,000(3) —_ 12,338(4)
Senior Vice President, Chief Software 2003 456,731 — — — 11,962(4)
Technology Officer 2002 492,212 — —_ - 10,700(4)
()
In March 2003, Mr. Jobs voluntarily cancelled all of his outstanding options, cxcluding those granted to him in his capacity as a director. In
March 2003, the Board awarded Mr. Jobs five million restricted shares of the Company's Common Stock, that generally vest in full on the third
anniversary of the grant date.
2
In December 1999, Mr. Jobs was given a special executive bonus for past services as the Company's interim Chief Executive Officer, in the form of an
aircraft with a total cost to thc Company of approximately $90,000,000. In fiscal 2002, approximatcly $2.27 million paid by the Company towards thc
purchasc of the plane and approximatcly $1.3 million in related tax assistance was reportcd as incomc to Mr. Jobs.
3)
Market valuc of restricted stock units granted on March 24, 2004 (based on $25.50 per share, the closing price of the Company's common stock on the
NASDAQ National Market on the day of grant). Restricted stock units generally vest over four years with 50% of the total number of shares vesting
on cach of the sccond and fourth anniversary of the grant date.
)

Consists of matching contributions made by the Company in accordance with the terms of the 401(k) plan.

Option Grants in Last Fiscal Year

There were no options granted to the Named Exccutive Officers during fiscal ycar 2004, although restricted stock units which arc shown above in the Summary
Compensation Tablc, were granted.
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Options Exercised and Year-End Option Hold’

The following table provides information about stuwa option excreises by the Named Exccutive Officers during nscal ycar 2004 and stock options held by each
of them at fiscal ycar-cnd.

AGGREGATED OPTION EXERCISES IN THE LAST FISCAL YEAR
AND FISCAL YEAR-END OPTION VALUES

Number of Securities Underlying

Unexercised Options at Fiscal Value of Unexercised
Year-End (#) In-the-Moncy Options at Fiscal Year-End ($)(1)
Shares Valuc
Acquired Realized
Name on Exercise (#) [£)] Excercisable Unexercisable Exercisable Unexcercisable
Steven P. Jobs — — 60,000(2) — 3 1,547,400(2)$ -
Timothy D. Cook 1,350,000 14,719,950 — 250,000 $ — 3 5,119,375
Ronald B. Johnson — — 1,631,250 168,750 $ 7,359,188 §$ 2,426,813
Jonathan J. Rubinstcin 1,500,000 26,370,700 650,000 250,000 % 12,985,375 § 5,119,375
Avadis Tevanian, Jr. 350,000 8,828,328 1,800,000 250,000 % 36,652,959 % 5,119,375

(1)
Market value of sccurities underlying in-the-money options at the end of fiscal year 2004 (based on $37.29 per share, the closing price of Common
Stock on the NASDAQ National Market on September 24, 2004), minus the excrcise price.

(2)
Consists of 60,000 options grantcd to Mr. Jobs in his capacity as a director pursuant to the 1997 Director Stock Option Plan. In March 2003, Mr. Jobs
voluntarily cancelled all of his outstanding options, excluding thosc granted to him in his capacity as a director.

Director Compensation

The form and amount of director compensation is determined by the Board after a review of recommendations made by the Nominating Committce. The current
practice of the Board is to basc a substantial portion of a director's annual retaincr on cquity. In 1998, sharcholders approved the 1997 Director Stock Option Plan
(the "Director Plan") and 800,000 shares were rcserved for issuance thercunder. Pursuant to the Director Plan, the Company's non-employec directors arc
granted an option to acquirc 30,000 shares of Common Stock upon their initial election to the Board ("Initial Options"). The Initial Options vest and become
cxercisable in threc cqual annual installments on cach of the first through third anniversarics of the grant date. On the fourth anniversary of a non-cmployce
director's initial clection to the Board and on cach subscquent anniversary thercafter, the director will be entitled to receive an option to acquirc 10,000 shares of
Common Stock ("Annual Options"). Annual Options arc fully vested and immediately excrcisable on their datc of grant. As of the end of the fiscal year, there
were options for 440,000 shares outstanding under the Dircctor Plan. Since accepting the position of CEQ, Mr. Jobs is no longer eligible for grants under the
Director Plan. Non-employec directors also receive a $50,000 annual retainer paid in quarterly increments. In addition, directors receive up to two free computer

systems per year and are eligible to purchasc additional cquipment at a discount. Dircctors do not receive any additional consideration for serving on committces
or as committee chairperson. .

Compensation Committee Interlocks and Insider Participation

The current members of the Compensation Committee are Messrs. William V. Campbell, Millard S. Drexler, and Albert Gore, Jr., none of whom are employces
of the Company and all of whom arc considered "independent” dircctors under the applicable NASDAQ rules. No person who was an employce of the Company
in fiscal year 2004 scrved on the Compensation Committce. No executive officer of the Company (i) served as a member of the compensation committee (or
other board committee performing similar functions or, in the absence of any such committee, the board of directors) of another entity, onc of whosc cxecutive
officers scrved on the Company's Compensation Committee, (ii) served as a
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dircctor of another entity, one of whose cxccutive ~rs served on the Company's Compensation Committee *) served as a member of the compensation

committce (or other board committce performing r functions or, in the absence of any such committee, t. .d of dircctors) of anothcr entity, one of
whose exccutive officers scrved as a director of the wompany.

Item 12. Security Ownership of Certain Beneficial Owners and Management

The following table scts forth certain information as of November 10, 2004 (the "Table Date") with respect to the beneficial ownership of the Company's
Common Stock by (i) cach person the Company belicves beneficially holds more than 5% of the outstanding shares of Common Stock; (ii) cach director;

(i) cach Named Executive Officer listed in the Summary Compensation Tablc under the heading "Executive Compensation;” and (iv) all directors and
exceutive officers as a group. On the Table Date, 401,476,094 shares of Common Stock were issucd and outstanding. Unless otherwise indicated, all persons
named as bencficial owncers of Common Stock have sole voting power and solc investment power with respect to the shares indicated as beneficially owned. In
addition, unless otherwisc indicated, all persons named below can be reached at Apple Computer, Inc., 1 Infinitc Loop, Cupertino, CA 95014,

Security Ownership of 5% Holders, Directors, Nominees and Executive Officers

Shares of Common Stock Percent of Common Stock
Name of Beneficial Owner Bencficially Owned(1) Outstanding
Private Capital Management, Inc. 20,457,156(2) 5.10%
Steven P. Jobs : 5,060,002(3) 1.26%
Fred D. Anderson 2,672 *
William V. Campbell 100,502(4) *
Timothy D. Cook 5,903 *
Millard S. Drexler 100,000(5) *
Albert Gore, Jr. 10,000(6) *
Ronald B. Johnson 1,355,903(7) *
Arthur D. Levinson 201,600(8) *
Jonathan J. Rubinstein 161,087(9) *
Avadis Tevanian, Jr. 1,501,252(10) *
Jerome B. York 30,000(11) *
All executive officers and directors as a group (16
persons) 10,203,443(12) 2.51%

(1)
Represents shares of Common Stock held and/or options held by such individuals that were cxercisable at the Tablc Date or within 60 days thereafter.
(2) . . Lo
Based on a Form 13-F showing holdings as of Scptember 30, 2004 by Private Capital Management, Inc. Private Capital Management, Inc. lists its
address as 8889 Pelican Bay Blvd., Naples, FL, 34108, in such filing.
) :
Includes 60,000 sharcs of Common Stock that Mr. Jobs has the right to acquire by exercise of stock options.
4)
Includes 100,000 shares of Common Stock that Mr. Campbell has the right to acquire by cxercisc of stock options.
)
Includes 80,000 shares of Common Stock that Mr. Drexler has the right to acquire by excrcise of stock options.
(6)

Includes 10,000 shares of Common Stock that Mr. Gorc has the right to acquire by exercise of stock options.
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Includes 1,350,000 shares of Commc < that Mr. Johnson has the right to acquire by exercisc k options.

®

Includes 1,400 shares of Common Stock that Dr. Levinson holds indirectly and 40,000 shares of Common Stock that Dr. Levinson has the right to
acquire by excrcisc of stock options.

%)

Includes 150,000 sharcs of Common Stock that Mr. Rubinstein has the right to acquire by exercise of stock options.
(10

Includes 1,500,000 shares of Common Stock that Dr. Tevanian has the right to acquire by cxercise of stock options.
(1)

Includes 10,000 shares of Common Stock that Mr. York has the right to acquirc by exercise of stock options.
(12)

Includes 4,956,148 sharcs of Common Stock that exccutive officers or directors have the right to acquire by excrcise of stock options.

Represents less than 1% of the issued and outstanding shares of Common Stock on the Table Date.

Section 16(a) Beneficial Ownership Reporting Compliance

Scction 16(a) of the Sccurities Exchange Act of 1934, as amended, requires the Company's officers and directors, and persons who own more than ten percent of
a registered class of the Company's equity sccuritics, to filc reports of sccuritics ownership and changes in such ownership with the Securitics and Exchange

Commission ("SEC"). Officers, directors and greater than ten percent sharcholders also are required by rules promulgated by the SEC to furnish the Company
with copies of all Scction 16(a) forms they filc.

Based solely upon a review of the copies of such forms furnished to the Company or written representations that no Forms 5 were required, the Company
believes that all Scction 16(a) filing requirements were met during fiscal ycar 2004.

Equity Compensation Plan Information

The following table sets forth certain information, as of Scptember 25, 2004, concerning shares of common stock authorized for issuance under all of the
Company's cquity compensation plans.

©
Number of Sccurities
Remaining Available for

(a) (b) Future Issuance Under
Number of Sceuritics Weighted Average Equity Compcnsation Plans
to be Issucd Upon Excrcise Price of (Excluding Securitics

Excrcise of Options OQutstanding Options Reflected in Column (a))
Equity compensation plans approved by ;
sharcholders 21,992912 § 2232 14,072,423(1)
Equity compensation plans not approved by
shareholders 33,286,253 $ 20.25 —
Total equity compensation plans(2) 55,279,165 §$ 21.07 14,072,423
)

This numbecr includes 2,047,911 shares of common stock reserved for issuance under the Employec Stock Purchasc Plan, 240,000 sharcs availablc for
issuance under the 1997 Dircctor Stock Option Plan and 14,299,5 12 shares availablc for issuance under the 2003 Employce Stock Plan. The grant of
2,515,000 sharcs of restricted stock units have been deducted from the number of shares available for futurc issuance. It docs not include shares under
the 1990 Stock Option Plan which was terminated in 1997. No new options can be granted under the 1990 Stock Option Plan.
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This table does not include 81,642 out. .g options assumcd in connection with mergers and acg ns of the companics which originally
established those plans. These assumed opuons have a weighted average exercise price of $4.39 per sharc. No additional options may be granted under
thosc assumed plans.

(%)

Arrangements with Named Executive Officers
Change In Control Arrangements—Stock Options, Restricted Stock, and Restricted Stock Units

In the cvent of a "change in control" of the Company, all outstanding options under the Company's stock option plans, except the Director Plan, will, unless
otherwisc determined by the plan administrator, become exercisable in full, and will be cashed out at an amount cqual to the difference between the applicable
"change in control pricc" and the exercise price. The Director Plan provides that upon a "change in contro!" of thc Company, all unvested options held by
non-employce dircctors will automatically become fully vested and exercisable and will be cashed out at an amount equal to the difference between the
applicable "change in control price" and the exercise price of the options. A "change in control" undcr thesc plans is generally defined as (i) the acquisition by
any person of 50% or more of the combined voting power of the Company's outstanding securitics or (i) the occurrence of a transaction requiring shareholder
approval and involving the salc of all or substantially all of the assets of thc Company or the merger of the Company with or into another corporation.

In addition, options, restricted stock grants, and restricted stock units granted to the Namcd Exccutive Officers gencrally provide that in the cvent there is a
"changc in control," as defined in the Company's stock option plans, and if in connection with or following such "changc in control," thcir employment is
terminated without "Cause” or if they should resign for "Good Reason,” those options, restricted stock, and restricted stock units outstanding that arc not yct
vested as of the date of such “change in control" shall become fully vested. Further, restricted stock and restricted stock units granted to the Named Executive
Officers also provide that, in the cvent the Company terminates the Officer without causc at any time, the restricted stock units and restricted stock will vest in
full. Generally, “Cause” is defined to include a felony conviction, willful disclosure of confidential information or willful and continued failure to perform his or
her employment duties. "Good Reason” includes resignation of employment as a result of a substantial diminution in position or duties, or an adverse change in
title or reduction in annual base salary.

Item 13. Certain Relationships and Related Transactions

In conncction with a relocation assistance package, the Company loaned Mr. Johnson (Senior Vice President, Retail) $1,500,000 for the purchase of his principal
residence. The loan was secured by a deed of trust and was due and payable in May 2004. The largest amount of the indcbtedness outstanding on this loan during
fiscal ycar 2004 was $750,000. Mr. Johnson repaid the Company $750,000 during the fiscal ycar and the loan has been repaid in full.

In March 2002, thc Company entered into a Reimbursement Agreement with its Chicf Exccutive Officer, Mr. Steven P. Jobs, for the reimbursement of expenses
incurred by Mr. Jobs in the operation of his private plane when used for Apple business. The Reimbursement Agreement is cffective for expenses incurred by
Mr. Jobs for Apple busincss purposes since he took delivery of the plane in May 2001. During 2004, thc Company recognized a total of $483,000 in cxpenscs
pursuant to this reimbursement agreement related to expenses incurred by Mr. Jobs during 2004.
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Item 14. Principal Accountant Fees and Servi

The following tablc scts forth the fees paid to the Company's independent registered public accounting firm, KPMG LLP, during fiscal ycars 2004 and 2003.

Audit Fees
Audit-Related Fees
Tax Fees

All Other Fees

Total

()

Audit fecs relate to profcssional services rendered in connection with the audit of the Company's annual financial statements, quarterly review of
financial statements included in the Company's Forms 10-Q, and audit services provided in connection with other statutory and regulatory filings.

2)

Audit-related fecs include profcssional services related to the audit of the Company's financial statements, consultation on accounting standards or
transactions, and audits of employee benefit plans.

3)

Tax fees include $667,600 for professional services rendered in connection with tax compliance and preparation rclating to the Company's expatriate
program, tax audits and international tax compliance; and $116,900 for tax consulting and planning services relating to interest computations and

Audit and Non-Audit Fees

2004 2003
$ 3,402,300(1) $ 3,028,000
57,000(2) 144,600
784,500(3) 1,017,100
$ 4,243,800 § 4,189,700

international tax changes. The Company does not engage KPMG to perform personal tax services for its cxecutive officers.

Policy on Audit Committee Pre-Approval of Audit and Non-Audit Services Performed by the Independent Registered Public Accounting Firm

Prior to the cnactment of the Sarbanes-Oxlcy Act of 2002 (the "Act"), the Company adopted an auditor independence policy that banned its auditors from
performing non-financial consulting services, such as information technology consulting and internal audit services. This auditor policy also mandates that the
audit and non-audit services and the related budget be approved by the Audit Committec in advance, and that the Audit Committee be provided with quarterly
reporting on actual spending. This policy also mandates that no auditor cngagements for non-audit services may be entered into without the cxpress approval of

the Audit Committee.
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PART IV

Item 15. Exhibits, Financial Statement Schedules.

(a)
Index to Exhibits
Incorporated
by Reference
Exhibit Filing Date/
Number Exhibit Description Form Period End Date Filed herewith
3.1  Restated Articles of Incorporation, filed with the Secretary of State of the State S-3 7/27/88
of California on January 27, 1988.
3.2 Amecndment to Restated Articles of Incorporation, filed with the Sccrctary of 10-Q 5/11/00
State of the State of California on May 4, 2000.
3.3 By-Laws of the Company, as amended through June 7, 2004. 10-Q 6/26/04
4.2 Indenturc dated as of Fcbruary 1, 1994, between the Company and Morgan 10-Q 4/01/94
Guaranty Trust Company of New York. )
4.3  Supplemental Indenture dated as of February 1, 1994, among the Company, 10-Q 4/01/94
Morgan Guaranty Trust Company of New York, as resigning trustee, and
Citibank, N.A_, as successor trustee.
4.5  Form of the Company's 6'2% Notes due 2004. 10-Q 4/01/94
4.8  Rcgistration Rights Agreement, dated June 7, 1996 among the Company and S-3 8/28/96
Goldman, Sachs & Co. and Morgan Stanley & Co. Incorporated.
4.9 Certificate of Determination of Preferences of Serics A Non-Voting Convertible 10-K 9/26/97
Preferred Stock of Apple Computer, Inc.
10.A.3  Apple Computer, Inc. Savings and Investment Plan, as amended and restated 10-K 9/27/91
effective as of October 1, 1990.
10.A3-1  Amendment of Apple Computer, Inc. Savings and Investment Plan dated March 10-K 9/25/92
1,1992.
10.A.3-2  Amendment No. 2 to the Apple Computer, Inc. Savings and Investment Plan. 10-Q 3/28/97
10.A.5 1990 Stock Option Plan, as amended through November 5, 1997. 10-Q 12/26/97
10.A.6  Apple Computcr, Inc. Employee Stock Purchase Plan, as amended through April S-8 " 6/24/03
24,2003. ’
10.A.8  Form of Indemnification Agreement betwceen the Registrant and each officer of 10-K "9/26/97
the Registrant.
10.A43  NeXT Computer, Inc. 1990 Stock Option Plan, as amended. S-8 - 32197
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10.A.49
10.A.50
10.A.51

10.A.52

10.A53

10.A.54

10.B.18

14.1

21

1997 Employce Stock Optio as amended through October 19, 2001.
1997 Director Stock Option Plan,
2003 Employee Stock Option Plan, as amended through April 24, 2003,

Reimbursement Agreement dated as of May 25, 2001 by and between the
Registrant and Steven P. Jobs.

Option Cancellation and Restricted Stock Award Agreement dated as of March
19, 2003 by and between The Registrant and Steven P. Jobs.

Form of Restricted Stock Unit Award Agrcement

Custom Sales Agreement effective October 21, 2002 between the Registrant and
International Business Machines Corporation.

Codc of Ethics of thc Company

Subsidiarics of Applc Computer, Inc.

Conscnt of Independent Registered Public Accounting Firm
Rulei3a-14(a)/15d-14(a) Certification of Chief Executive Officer
Rulel3a-14(a)/15d-14(a) Certification of Chicf Financial Officer

Section 1350 Certifications of Chicf Executive Officer and Chicf Financial

Officer
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SIGNATURES

Pursuant to the requirements of Scction 13 or 15(d) of the Securitics Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned, thercunto duly authorized, this 30th day of November 2004.

APPLE COMPUTER, INC.
By: /s/ PETER OPPENHEIMER

Pcter Oppenheimer
Senior Vice President and

Chief Financial Officer

KNOW. ALL PERSONS BY THESE PRESENTS, that each person whosc signaturc appcars below constitutes and appoints Steven P. Jobs and Pcter
Oppenheimer, jointly and scverally, his attorneys-in-fact, cach with the power of substitution, for him in any and all capacitics, to sign any amendments to this
Annual Report on Form 10-K, and to filc the same, with exhibits thercto and other documents in connection therewith, with the Sccurities and Exchange
Commission, hereby ratifying and confirming all that cach of said attorncys-in-fact, or his substitute or substitutcs, may do or causc to be donc by virtuc hercof.

Pursuant to the requircments of the Sccuritics Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in
the capacitics and on the dates indicated:

Name Title Date

/s/ STEVEN P. JOBS

Chief Executive Officer and Dircctor (Principal

Exceutive Officer) November 30, 2004

STEVEN P. JOBS

/s/ PETER OPPENHEIMER o . .
Senior Vice President and Chief Financial Officer
(Principal Financial and Principal Accounting Officer)

Novcember 30, 2004
PETER OPPENHEIMER

/s/ FRED ANDERSON

Director November 30, 2004
FRED ANDERSON
/s/ WILLIAM V. CAMPBELL
Dircctor November 30, 2004
WILLIAM V. CAMPBELL
/s/ MILLARD S. DREXLER
Director November 30, 2004
MILLARD S. DREXLER
/s/ ALBERT GORE, JR.
Director November 30, 2004
ALBERT GORE, JR.
/s/ ARTHUR D. LEVINSON
Dircctor November 30, 2004
ARTHUR D. LEVINSON
/s/ JEROME B. YORK
Director November 30, 2004
JEROME B. YORK
116

Source: APPLE INC, 10-K, December 03, 2004




QuickLinks
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Item 2. Propertics
Item 3. I.cpal Proceedings

Item 4. Submission of Matters to a Vote of Security Holders
PART 11

Itcm 5. Market for the Registrant’s Common Equity, Rclated Sharcholder Matters and Issucr Purchascs of Equity Sceuritics
Itcm 6. Sciected Financial Data

Item 7. Management's Discussion and Analysis of Financial Condition and Results of Opcrations

Itcm 7A. Quantitative and Qualitative Disclosurcs About Markcet Risk

Item 8. Financial Statcments and Supplementary Data

CONSOLIDATED BALANCE SHEETS (In millions, except sharc amounts)

CONSOLIDATED STATEMENTS OF OPERATIONS (In millions, except sharc and per share amounts)

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY (In millions, except share amounts which are in thousands)
CONSOLIDATED STATEMENTS OF CASH FLOWS (In miilions)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Item 9A . Controls and Proccdurcs
PART 1]

Item 10. Dircctors and Executive Officers of the Registrant

Item 11. Exccutive Compensation

SUMMARY COMPENSATION TABLE

AGGREGATED OPTION EXERCISES IN THE L AST FISCAL YEAR AND FISCAL YEAR-END OPTION VALUES

Item 12. Sccurity Ownership of Certain Beneficial Qwners and Management
Sceurity Owncership of 5% Holders, Dircetors, Nominces and Exceutive Officers

Item 13. Certain Relationships and Related Transactions
Itcm 14. Principal Accountant Fecs and Services

Audit and Non-Audit Fces

PART IV,

Item 15. Exhibits, Financial Statcment Schedules,
SIGNATURES
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SUBSIDIARIES OF
APPLE COMPUTER, INC*

Name

Exhibit 21

Jurisdiction
of Incorporation

Apple Computer Inc. Limited
Apple Computer Limited
Apple Computer Intcmnational
Apple Japan Inc.

Ireland
Ircland
Ireland
Japan

Pursuant to Item 601(b)}(21)(ii) of Regulation S-K, the names of other subsidiarics of Apple Computer, Inc. arc omitted because, considered in the

aggregate, they would not constitute a significant subsidiary as of the end of the year covercd by this report.

Source: APPLE INC, 10-K, December 03, 2004
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Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

The Board of Directors
Apple Computer, Inc.:

We consent to the incorporation by reference in the registration statements on Forms S-8 (Nos. 2-70449, 2-77563, 2-85095, 33-00866, 33-23650, 33-31075,
33-40877, 33-47596, 33-57092, 33-57080, 33-53873, 33-53879, 33-53895, 33-60279, 33-60281, 333-07437, 333-23719, 333-23725, 333-60455, 333-82603,
333-93471, 333-37012, 333-52116, 333-61276, 333-70506, 333-75930, 333-102184 and 333-106421) and the rcgistration statements on Forms S-3 (Nos.
33-23317, 33-29578 and 33-62310) of Applc Computer, Inc. of our report dated October 12, 2004 relating to the consolidated balance sheets of Apple
Computer, Inc. and subsidiarics as of Scptember 25, 2004 and Scptember 27, 2003, and the related consolidated statements of operations, shareholders' cquity,
and cash flows for cach of the ycars in the three-year period cnded September 25, 2004, which report appears in the September 25, 2004 annual report on

Form 10-K of Apple Computer, Inc. Our report refers to changes in accounting for assct retirement obligations and for financial instruments with characteristics
of both liabilitics and cquity in 2003 and for goodwill in 2002.

/s/ KPMG LLP
Mountain View, California

November 30, 2004

Source: APPLE INC, 10-K, December 03, 2004
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Exhibit 31.1

CERTIFICATIONS

I, Steven P. Jobs, certify that:

1.

I have reviewed this annual report on Form 10-K of Apple Computer, Inc.;

Bascd on my knowlcdge, this report docs not contain any untrue statement of a matcrial fact or omit to statc a material fact nccessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

Bascd on my knowledgc, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods prescnted in this annual report;

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosurc controls and proccdures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(a)
Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to cnsure that material information rclating to the registrant, including its consolidated subsidiarics, is made known to us by others within
thosc cntitics, particularly during the period in which this annual report is being prepared;

(®)
Evaluated the cffectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
cffectivencss of the disclosure controls and procedures, as of the end of the period covercd by this report based on such evaluation; and

(c)

Disclosed in this report any change in the registrant's intemal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likcly
to matcrially affcct, the registrant's intcrnal control over financial reporting; and

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of intcrnal control over financial rcporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(a)

All significant deficiencics and material weaknesses in the design or operation of intcrnal control over financial reporting which are
reasonably likely to adverscly affect the registrant's ability to record, process, summarize and report financial information; and

(8)
Any fraud, whether or not material, that involves management or other employecs who have a significant rolc in the registrant's intcrnal
control over financial reporting.

Date: November 30, 2004

By: /s/ STEVEN P. JOBS

Steven P. Jobs
Chicf Executive Officer
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Exhibit 31.2

CERTIFICATIONS

I, Peter Oppenheimer, certify that:

1.
1 have reviewed this annual report on Form 10-K of Apple Computer, Inc.;
2.
Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements madc, in light of the circumstances under which such statements were madc, not misleading with respect to the period covered by this
report;
3.
Bascd on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this annual report;
4.
The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(c)) for the registrant and have:
(a) . - ..
Designed such disclosure controls and procedurcs, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entitics, particularly during the period in which this annual report is being preparcd,
(8) 1 n
Evaluated the effectiveness of the registrant's disclosure controls and procedurcs and presented in this report our conclusions about the
cffectiveness of the disclosure controls and procedures, as of the end of the period covered by this report bascd on such evaluation; and
@ o
Disclosed in this rcport any change in the registrant's intcrnal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has matcrially affected, or is reasonably likcly
to matcrially affect, the registrant's internal control over financial reporting; and
5.

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committec of registrant's board of directors (or persons performing the equivalent functions):

(a)
All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

(b
Any fraud, whether or not material, that involves management or other cmployces who have a significant role in the registrant's internal
control over financial reporting.

Date: November 30, 2004

By: /s/ PETER OPPENHEIMER

Pcter Oppenheimer
Senior Vice President and
Chicf Financial Officer
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Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Steven P. Jobs, certify, pursuant to 18 U.S.C. Scction 1350, as adopted pursuant to Section 906 of the Sarbancs-Oxley Act of 2002, that the Annual Report of
Applc Computer, Inc. on Form 10-K for the period ended September 25, 2004 fully complics with the requirements of Section 13(a) or 15(d) of the Securities

Exchange Act of 1934 and that information contained in such Form 10-K fairly presents in all material respects the financial condition and results of operations
of Applc Computer, Inc.

By: s/ STEVEN P. JOBS

Steven P. Jobs
Chicf Executive Officer

I, Peter Oppenheimer, certify, pursuant to 18 U.S.C. Scction 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Annual Report
of Applc Computer, Inc. on Form 10-K for the period ended Scptember 25, 2004 fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 and that information contained in such Form 10-K fairly presents in all material respects the financial condition and results of operations
of Applc Computer, Inc.

By: /s/ PETER OPPENHEIMER

Peter Oppenheimer
Scnior Vice President and Chief Financial Officer

Source: APPLE INC, 10-K, December 03, 2004



QuickLinks

Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE QFFICER AND CHIEF FINANCIAL OFFICER PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED

PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Created by [0KWizard _www. 10K Wizard.com

Source: APPLE INC, 10-K, December 03, 2004






Nd Z81§:2 800T/Z/O1(E 3O 1) Wiy OurUGO/60/8002/Areq1tjadpuoaddde: mmmy/:duy

31BaJ) A|[ed13BLIOINE 01 SISWOISND BUIMO|[R ‘31Nn1ea  SNIUBN § SAUNL! MAU BYI YIIM SHIOM OUBU POdl MdU Y]

»"03pIA jo sunoy 1ybia pue soloyd goQ‘z ‘sBuos pO0‘z 01 dn spjoy {3pow gDg 3yl pue ‘03PIA JO sinoy

91 pue sojoyd goO‘y | ‘sBuos 0p0‘t 01 dn spjoy [apow gn9g | 3yl "0b 3yl uo saweb pue SIIAOW *SMOYS AL
31SNW 33140ARy INOA Aofua 01 Aem 3jgeliod-eilin 3yl S| OUBU pPodl mau 3yl ‘ab1eyd 3)6uls © uo ydeqgAe|d o3pIA jo
SInoy unojy 10 yoegAe|d disnw Jo sinoy £z 01 dn Ylm "aseydund 33][2-3uo0 pue maladid 10} 3|qgejleAe sbuos uojjjiw
S8 UBY) JOW YUM 2J01S SBUNJI Yl WOJ) OUBU POd! JNOA 104 SdWweb pue 03pIA ‘dIsnw Ang Ued NOA “IUSIUOD
91110AR) UNOA DUAS-0Ine A|ISed uay) pue sbeuew ‘Lodwi ued NOA 0s gSauNL! YIIm A|SSI|WIBIS $HIOM OUBU POdI

‘puey INOA ul A|qeLIOjLLIOoD 10w
UDAD $314 UBISBP PAINOIUOD MBU 3UJ "INSO[IUD SSB|B pue WNUjWNje paAInd snoabiob e yum Aedsip youi-omy
1URI|[LIG B SPUB|q Al[njianeaq 1Byl UBiSap Mau JUBG3|D UB $9IN1BDJ—I3Ad POd! 3S3UUIYI BY1—OURU PO4! M3U 3y |

LISLIM 3yl Jo uin) B asnf ylim Moj4 19A0D) olul Buiob Ajjesnewolne se [|am se ‘uolieaud 3s)|Aeid
sniudnN dnewoIne Y ‘ubisap mau Buizewe 3Y) aA0] 01 Butoh de S1ASN JUIYY 3MW, 03I 5,91ddy ‘sqof 2AS ples
L'U0sSeas AepIoy Syl 104 13119Q USAD )| dpeW 3A,9M pue JdAe|d disnw Jejndod 1sow S pliOM 3yl S) oueU podi 3y,

de|q pue g3y (1DNA0Yd) Muid ‘mo||A ‘sbueto ‘uaalb ‘sn|q ‘Sjd  * “U3A|IS Ul BWOD

sjapow Yy1og ‘66 1§ Isnf 10) [spow §Dg| B pue g | $ ISNf 104 [9pow §DQ U' Ul AjJeIpaWILUL SPIMPLIOM 3]qe|leAR

s1 pue ydegAe|d 03piA JO SINOY INOJ 10 ydegAR|d JISNW JO SINOY $Z 01 dn $49sn SaAI6 OUBU POdl MU 3y | ‘udeys
AlyBi| usym apouw ,,,3)34NYS 0Jul s306 AjjedilBWOINE Ppue PIIRI0I USYM MO]4 J3A0D 01 SIYDUMS Aj[edljewolne
Yd1ym 4313W0I3[32% Ul-3jing © pue Aejdsip yiesnsod uonnjosas ybiy e ‘93e4131U1 13SN PauUljas B S3IN1ed)

OS[e OUBU POd! Mau 3y 212 3uo Isnf yum ‘1ayisboi 18216 06 1eyy Aleaql| d1snw unoA ul sbuos wouy sisijAe;d
$31B3.0 Aj[Ed1lRWOINE YdIym ABojouydal sniuan ybnoayestq s,ajddy sarelodiodur OUBU POdl MU 3y "SJ0|0D
JUBIGIA BUIU Ul '3INSOJIUD SSB|B pUB WNUiWN|E PIAIND B YlIm ubisap mau )33is & Bulinieaj JaAs podi 1sauulyl

34} ‘OUBU gPOd] UOITBIBUIL YLINOJ M3U dY] pIINPOIIUl ABPO] 3]ddy—8002Z ‘6 13qualdas—OISIDNYYS NVS

ABojouyoa] sniuay) ma| s,s|ddy sainjeaq oueu podi UoIlRIBUSY YLNo]

oueu pod! maN saonpouju] ajddy

sabew) ourU pPodi

OuEU POd! MaN saanponuj aiddy



Nd 21167 S00Z/Z/ON(E JO T) Tuny Oueu60/60/8002/Aeiqiy/dpwod 3dde mmmy/:diry

0588-v/6 (80%)
wod's|ddegueybeuowd

3jddy
ueybeuopy sunsuyd
1SI2BIUOD) SSVUd

‘3UOYd! AIRUOIIN|OASL SII YIm 1djJewW duoyd 3jiqow syl Patajua Sey pue *alols

duluo saun 1 pue si3Ae|d 03pIA pue disnw 3|qenod podl Si YlIM uolIn|oAal Bipaw |[enbBip ay) Buipeayeads
osje si 3|ddy ‘suonedidde jeuoissajosd pue 3471 pue waisAs Buitesddo X SO ‘s4aIndwod Buluuim-pieme

SH Yum uofteAouul Ul Aizsnpul ayy peaj 01 sanuiuod 3)jddy ‘Aepo] ‘ysoiulde Yl Yim SO86 | Y ul 1andwod
|euossad ayy paiuaAulal pue || 3jddy 3yl yum sQZ6 | dYl ul uonnjoass 12ndwod jeuossad ays pajuby sjddy

‘uonn|osas 08y -Aq-0v 9 e
03pPIA SAQIN-S' | $9Z H U0 paseq s Alpeded 03PIA pue (S3UN ]| WOl PaLIdjsue) SOI0Yd 9|qeMmdIA-pOod! Uo paseq
s1 Ayeded oloyd (6uipodud Dyy sdgy-gz L pue Buos 1ad sainuiw InNoy uo paseq si Aydeded disny ‘uoleW.Iojul

3J0W 10§ s34dNIR]/WO0d3|dde mmm 335 "sBuNIas pue asn Aq AJea s3[2AD abieyd 40 Jaquunu pue 3yl Alaneg.,

8 SSUN]I puR J31R| O (€ YIBd 9IIAISS) [BUOCISSDJOI4 JO SWOH dX SMOPUIM IO BISIA SMOPUIM pue uod 0'Z gsn e
YlM Dd SMOPUIM B 10 '8 S3UNL| PUB IR 4O [ ['H 0 1A X ¢SO 2B ‘W0d 0°Z 9SN B YUM odBN © S34inbas oueu pod|
“j2e[q pue g3y (LONAOYd) Huid ‘mojjaA ‘sbueiso ‘uaalb ‘3idind ‘an|q ‘UaA|ls ul dwod sadeded Ylog 's19)|9s9Y
paziuoyiny ajddy pue saJ0ls |1elad s,3|ddy ‘(wod-ajdde mmm) 3101 3|ddy 3yl ybnosyl jspow gngi 3yl Joj

(SN) 661§ pue [opoLw g08 3yl 104 (SN) 6+ 1§ JO 201d pa1sabbns e uo) A[1eIpaLULLL 3|GR(IBAR S| OUBU POJ] M3U 3y )
Alljige|leay B buidiigd

S dY) Ul p]OS S[apoW JBd Mdu

40 1u3243d (06 13A0 Ul 3|qelIBAR AJIAIIIBUUOD POl PUR SISED I|GBUOIYSES ‘S31I0SSIIIB SSAULLY ‘SWIISAs Jdeads
Buipnjdul podi ayi Joj Ajjesiy1aads apew s1onpoid 000*'S J19A0 Y1IM S31I0SSIDIR JO WIISASODID ISBA B LUOIY 3S00UD
UBD SI3UMO POd! 622§ Isn[ 18 HBUlLIBIS MOU 4dNO1 POdl UoeIauab puodas syl pue g4 [ § e Buliels siojod
JUeIQIA DUU Ul 'RINSO[DUD SSB|H PIAIND pue Wnujwn|e paAInd snoabiob e Bulinies) oueu pod| uopeiauab yunoy
3yl 612§ asnf 1oy abelols Jo gnNQZ | —adid 1ealb swes ay) 4oy Aydedes alow Jusdiad 0§ YIIM [dpOW dUljWI[S dUO
Ui 31SSB[D pOodi 9yl 64§ 1sn[ 18 BUILIBIS SI0]0D MU PIAIA IN0J UL 3[}NYS POdI 3Y) Sapnjdul dnaui| Mau 3|qipaloul
s,9|ddy 'p|Os uoy|iw 09 [ 49A0 Yiim sudAe|d disnw [eubBIp jo Ajlwey sejndod 3S0W S, plaOM 343 St POl YL

"J23e| urebe Aofus 01 sisijAe|d sniuan Aes pue sBUOS JUAIBYIP 3500YD

01 151] 3Y3 YSa.ydJ 'sa1eald sniusD 1sjAe|d 3yl M3IABIC URD SJIS[) "OUBU POd! 113Y) Yyiim 06-ayi~uo ajiym sisijAe|d

oueu pod! m3N saanpouuy 9)ddy



Nd T 162 800U/Z/O1(E JO €) [Ny OUrUGH/60/8002/Ase1q1yad/wod adde mmmyy:duy

Adljod AdBALI4 *9SM) JO SWID)
‘paatasal sybu |y du| 9iddy 9ooz ¢ 1bliAdoD
UEIERR)]
e
puyj 1o
h ‘31015
{reray
Jd|ddy
ue ISIA
'31ddY
-AN
-008
-1)
21015
|suljuo
9|ddy

ayl

S 1DBIUOD) *SP334 $SY *SMIN 10H *dey aHS eoju| ajddy doys

9SedjoYy SSald  Oju[ssaly B

.

*SI3UMO 2AIT33dS3U 113Y) JO $HIBWANPI) 3G APLU SaWIPL 13Npoid pue Aurdwod

13Y10 91ddy jO SHIPWAPRL) 24P 2101S jddy PUP SAUNLL 'I}NYS 'MO| JAA0D 'PO4! ‘YSOIUITRY "SO 2Py ‘DB '0bo| 3jddy auy) ‘dddy
2#0Z-%£6 (80¥) 12 BuldjaH eipap s,31ddy |82 40 '21ISQ3M Yd S,9]ddY USIA UONLWIOUI [BUOIIIPPR JO4 1SYOLIAT OL 310N

26 1-v26 (80%)

wod 3jddegiAeunsu)
9|ddy

JAewinaN wo |

oueu podl MaN sasnpounu) ajddy



INd 6S:1S°7 800T/Z/01 (b JO 1) TWIY YoN0N60/60/800Z/Are1q1y/2d/w0d 2ldde mmmyy:dny

gDZ¢€ 9yl 06 Yyl uo saweb pue SIIAOW ‘SMOYS AL ‘dISnW 31110AR) INOA Aofud 0) Aem djqeriod-eaiin syl st Yonoy
pod! mau 3y} ‘abaeyd a16uls e uo yoeqAeid o3pIA Jo sunoy xIs 10 ydegAe|d disnw JO SINOY g€ 01 dn YIIM IU33u0d
91110AR) INOA DUAS-03ne A[ISBd USY) pue ‘dbeuewW ‘J1odWi UBd NOA 0S SaUNLI YUmM A[SSI[WIBIS SHIOM LdNn0o) podl

"3J0W yonw pue suods ‘Bupjiomiau [B1d0S ‘JUILIUIRIIDNIUD

‘|anes ‘saweb Buipnjdul ‘saiiob631ed Jo AlalieA 3pim B Ul suonedijdde jo Aesse 3|qIpasdul UR SaJNIedy 101§ ddy
Syl "Apueisur wayl bBuisn LIS pue YdNol podi 413yl 01U0 A3d3JIp suoled|jdde peojumop A[Ssajalim pue aseydund
‘3smoUq 01 s13sn Buljqeua ‘I4-1M J19A0 $340M 31015 ddy Areuonnjoaal a3y 'Yshol podl 3yl uo uonedidde

940315 ddy ay3 ybnoayi Aj3d34(p JO SIUN! UO 3]ge|IBAR JJO]SWEN WO} 6007 ||EQI004 [BdY, PUR ‘SHIY DIU0I1ID|]
woly 31qqesss, pue suibiap si1ods, se yons s91111 dwebd BuIDXD JO spaspuny WoLy 3S00Yd UBD SJ3SN YoNol podl

*13A9 ueyl 3|qeliod atow pue pioy
01 3|qeII0JWOD 3I0W S} YDNO) POd! Mau Y3 ‘ubisap 1dedwod aiow ‘parind pue Aejdsip ysniy ‘'sabpa papunod sii
YuMm "Aejdsip sse|b uaaldsapIm Ydul-G € JUBI||LIG B PUB SUOJING [OLIUOD WN|OA P3TRIBIIUL YUM 3UNSOjdUD |eI1swW
Pa.noluod B $34n3ed) 18Y) UBISIP M3U X3S B YlMm ‘[eulbuo 3yl ueyl 1a1ybl| pue J3j[eWS S] YdN0) POd! MU Y]

.’Y2n01 podi 41ayy uo saweb 1ea.b o
spaipuny Ae|d pue peojumop ‘310315 ddy U3 03 SHUBYI ‘MOU PUB SIIAOW POOMA[OH JO SpUBSNOY} LdIem ‘sBuos
4O SUOI[[IW O} UBISI| UBD SI9s(, "03D §,9|ddy ‘SqOf 9A31S pIES ,'PaIeald IBAS 9A,9M POdI IS2UUNY dY) S| YIN0) Podt,

‘2101 oSaUNLI DY) UO d[ge|IeAR SDWED JO Spalpuny pue SalAoW POOMA||OH JO Spuesnoy) ‘sbuos

4O suoljjiw Yyum ‘saweb pue saiaow O1snw bulAeid 10y 109i9d Si ‘[dpow gOg Y1 10 522§ Isn( 1o 3|qe|leae mou

‘YaN03 pPod! "3JBLIIUI JISN ,,YINO 11NN AJBUONN|OADI S,3|ddy pUE ‘SIOSUIS PIDUBAPE J3L10 PUB JDI9WO0II|IDIE

ul-3ing e ‘BuiuIsH] [ensed Joj 1axeads ul-1jing e ‘Suo3Ing [0JIUO0D JWN[OA palesbajul ‘BuiIOMIBU SSIBIIM

14-IM B/9 [ 1°208 ‘Ae|dsip sse|b uaadsapIm ydul-g'¢ snoabiob e ‘ubisap [e1aw painoIuod ulyl Ajbulzewe

ue BulINIeady YoNo) oPOdi UOIIRIBUSB PUOIDS AY) PadNPOIIUI ABPO] 43]ddy—8007 ‘6 129qwaldas—OISIONYYL NVS

S3aWBL) 1§ SAINOY ‘0ISN| 10} 109}18d—IaAT POd! Isauund ayy

yonol pod! maN saonpouJjuj ajddy

sabewut yonol pod!

{IN0] podt M3y saonponu] jddy




Wd 65°15°7 800Z/Z/01(¥ JO T) [WnY4on0I60/60/3002/4eaqil/sdwod-ajdde mmmy:dny

Jeuosiad ay3 pajusaulal pue || 3jddy 3yl Yam sQZ6 | 3yl Ul uoinjoads saindwod jeuossad ay3 palubl 3jddy

‘uoiIn(osal 08y-Agq-0v9 I
03pIA SAGW-S'| $92'H U0 paseq sI Aldeded 03pIA pue (saunl Woly paLidjsues) soloyd a|gemalr-podl uo paseq
st Avoeded ojoyd (Buipodus Jyy sdgy-8Z 1 pue Buos sad sa1nuiw INoj uo paseq si Alideded JISn|y "UOIRWIOJUI

aJow 10j s31191IRM/ WO 3jdde mmm 335 "sBunias pue asn Ag AJeA s3)2Ad sbaeyd jo Jaquinu pue dj(| Alalieg,

'saunj| eiA ayepdn asemyjos

["Z 3Y3 3seydind pue ‘g 10 DBy JINOA 0UO SIUN LI JO UOISIDA 15918 3L} peojumop A|dwis 33y 104 diepdn
34eMUOS ['Z 2Y3 196 21eMIJOS (' DY IABY APEAI|B OYM SI3UMO YINOI POJI ‘94N3e3S SNIUSD MU 3Yl PPe 01 §6°6§
ISN{ 104 31BMIJOS |7 1S31E| B3 01 dlepdn UL SIISN YINO) POd! BulsIx3 ‘g saun || pue Jale| 40 (Z XIed d31AI3S)
[BUOISS3J01d 410 BWOH dX SMOPUIM 1O BISIA SMOPUIM pue 11od 0°Z §SN © Yiim Dd SMOPUIM B 1O '§ Saun]| pue
13181 10 O1'H'0 LA X ©SO 2B ‘10d 0°2 SN B YUM gIBN B S34INbaJ YdN0] pod! "s19(|953Y paziioyiny 3(ddy pue
581015 [1B13J §,9]ddy ‘(Wwod ajdde mmm) 431015 3jddy syl ybnouayl |spow gn z¢ 2yl 104 (SN) 66€$ pue gng| ayl
104 (SN) 662% ‘|ISPOW D8 dU3 104 (SN) 6ZZ$ 40 3214d pPAISEBEHNS B J0J Aj21RIPBWIWI 3|qR|IRAR S| 4DNOY PO MU BY |
Aupge|reay @ Budid

"SM 9Y3 Ul p|OS S|IPOW JBD M3U

10 1U2242d 06 19A0 Ul 3|qR[IBAR AJIAIID3UUOD POd! PUB SBSED 3jQBRUOIYSE) ‘SIII0SSIIIR SSBULY ‘SWRIsAs 1axeads
Buipn|pul pod! ay3 10} Ajfediydads spew s1onpoud 00‘S 1340 YlIM $3110S53IJ8 JO LWBISASODS JSBA B WOJ) 9S00YD
UBd SISUMO POd! "622$ ISN{ 1e Buillels mou ydnoy podl uolesausb puodas 3yl pue |6 | § 1e Hulseis siojod
JUBIQIA BUIU Ul ‘3INSOJIUD SSBI6 PaAINd pue [BI3W PaAInd snoabiob e Buliniesy oueu Podi uonelsuab yunoy

ay1 ‘62§ snl Joy abeiols Jo gz | —adud Jealb swes a3 Joj Aydeded aiow Juadiad (0§ Yiim [SPOW duljwi|s duo
Ul JISSE|D POd! aU3 ‘1§ ISN( 1B BUILIBIS SI0j0D MBU PIAIA INOJ UL 311NYS POd! Y3 Sapnjdul dnaul| mau ajgipaJdul
s,3|ddy "pjos uol[jiw 09| J3A0 Yiim siaAe|d disnw [e3iBip jo Ajjwe; Jejndod 350w S, plIOM BY) S pOdl Ay L

Juswdinbs WAB uonesauab 359I Y YUM DUAS 1O unt S3|IW XIBII 01 YINO) POdl MdU
343 YIIM 123ULOD AjSSI|WEIS 01 BOYS + IN JI9Yl Ul (SN 61 $) 10SUBS POdl + IN (euondo ay3 ade|d Ajdwis siasn
‘uojuedwod IN0NI0M 3|qIpaJsdul ue 3t Bupjew uoddns podl + IN Ui-3|INg S3INIEd4 0S|e YIN0) POdl MIU 3y L

‘1918 urebe Aofuad 01 sisijAe|d sniusn sAeS pue
SBUOS JUDI3JIP SO0YD 03 11| dYI YsaJyal ‘sareasd sniuan isijAe|d syl maiaald ued siasn *06 sy3 uo 3|iym sisijAeid

212242 AJ|R21IRWOINE O} SIAWOISND BUIMO||R ‘3UN1B3) SNIU3D § SIUM LI MAU 3UYI YIIM SHIOM UIN0] POdl MaU Y|

«'03pPIA JO
sinoy Q| pue soloyd 00Q‘01l ‘sbuos 0Sz‘ 03 dn spjoy |apow gng 3yl pue ‘03pIA jO sinoy Qg io sojoyd 000‘'0C
‘sBuos QOS‘E 01 dn sp(oy [apow gNg| dYi (09PIA Jo sinoy OF 40 soloyd 000‘S§Z ‘sbuos 0oL 03 dn spjoy [spow

20} Pod! MaN saanpo.iu} aiddy




Nd 66:16:T 800Z/2/01( JO £) MY YIn0I60/60/800z/Areqsysdauod adde mmmy/duy

ue USIA
‘(3ddV
~AN
008

-1
21015
SUUO
9jddy
ay

SO IDRIUOD) *SPIIJ SSY *SMON 10H edep 1S *oju| ajddy e doys

‘ ased|ay ssald  oju|ssaid B

‘SI3UMO DANNDISAL J1BYY JO SYIBWIPELL 3G ABW SBWERU 1dnpold pue

Auediod 15410 ajddy JO syIewapell ale 3401S 3jddy pue $aunyl 'Yonol- NININ 'pod! 'YSoIuIIBK ‘SO e IB ‘060 aiddy oY1 ‘ojddy
‘Zr0Z-+£6 (804) 38 duijdiay eipapy 5,2)ddy {[BD 10 B1ISGIM Yd ,3{ddy MSIA UOIRPWIOJU] [BUCIIIPPE JO} :SYOLIQ3 OL 3LON

2L61-v26 (80%)
wodvjddegiAewnsul

3jddy

JABWIN3N WO

‘ 0588-¥26 (80%)
wod 3jddegueybeuowd
9|ddy

ueyBeUOW BUNSIIYD
1S1DBIUOY) SS3Ud

*3UOYdI AJRUOIIN|OA SII YIIM IDJEW dUOYd 3|IqOW 3yl paJaiud sey pue 'aJols

auljuo sauny pue sidAe|d 0apIA pue disnw 3|qeuod podi Sii Yim uonnjoadl eipawl [e3bip ayy buipeaiteads
osfe s| ajddy ‘suofiedjdde [euo|ssajoid pue a1l pue waisAs Buielado X SO ‘siinduwiod Bujuuim-preme

S11 YIIM UOIIBACUUI UI AISNPU] BY) ped] 03 senunuod a[ddy ‘Aepo] 'ysoluidely 3yl yim sO86 | Yl ul 1ndwod

43n0) podt MmN saanponu] s|ddy




INd 6511557 800Z/Z/01(H JO +) [UnYYan0160/60/8002/A21q1|/3d 00 a1 dde" mmmy/:diny

Ad1jod AdBALI4 *3S[) JO Suiidl ¢
‘panasas siybu 11y duj 9)ddy 8007 2 ybuAdod
PENELEN

e
puyy io
‘21015
{1e3oy
dddy

42n01 podi MIN sadnponuj addy




Nd 9Z:ES:T S00Z/Z/OL(E O 1) [UnY dUJOYS6 1/20/300¢/Aresqil/ad /o didde mmamy:dny

*BuUIpodud DY sday~gz | pue Buos Jad saInuUiW Jnoy uo paseq st Aydeded dISNN,

) *193e[ JO §°/ SIUNL| PUB JIIB| IO (7 OB 3DIAIDS) [BUOISSSJOId 4O
JWOH dX SMOPUIM IO BISIA SMOPUIM pue 1od (°Z gSN © YIM Dd SMOPUIM B IO 'p°/ oSIUNLI pue I318] U0 8°4°0 | X

SO BN ‘10d 077 §SN B YIIM oIBW B $34IND3J 344nyS pOdi "Si3]|9s3Y pazlloyiny 3|ddy pue saJols j1e1al s,3|ddy

‘(wod-apdde-mmm) 31015 ajddy syl ybnoayl (SN) 69¢ jo dd1ud |1e1ad pa1sabbns e 104 Yyluow SiYy) 131e| 3|qejieAe

9q [I!M 3[}NYS pOdi §DZ YL "$19]|3s3Yy pazioyiny 3jddy pue $3103s |1B1dJ §,9jddy ‘(wod 3|dde mmm) 34015

3|ddy ay1 ybnouyl (sN) 64§ 40 2d1d [1e)Ss parsabbns e a0y Ajp1eIpaLUWI 3|e|IRAR S| 3|J4NYS POd! §D| Mau 3YL

Aupige|reay 7 BudiLd

‘sajigowoine S jo uddiad

G/ 19A0 Ul AJIAI3O9UUOD POd| PUB SWISAS JaXeads ‘S31J05SIIIB SSBUY ‘Sased Buipn|dul podl 3yl 104 Ajjesiydads
apew s1onpoud 000'ty J9A0 YIIM SSII0SSIIDR JO WIISASOII ISBA B WOL) ISOOLD UBD SIIUMO POJ! "ddeyI3Ul

13SN ,,Yon0o] -1NjA AIeUOIIN|OAIL B L3IM YDNO0]1 pod] Ybnouyiyeaiq ayl pue ydeqAie|d 0spiA yum oueu pod!
a|qIpaJtoul 3y !,SBUOS 0000 03 dn Bulp|oy JISSE)d POd! \pOd! d|qRIEIM ISOW S, PI1OM BY3 ‘33JNYS pOd! sspnjdul
dnaul] 3y *p|Os uol(jiw Op | 49A0 Yum sidAe|d disnwi |e3bip jo Ajiwey deindod 1sow S, PjIOM 3U S| POd! 3y L

JR14INYs podl jjews Ajgissodwi ayl ul ob Asyy
DIYMAIIAD SBUOS D10W UIAD Buliq SIBA0| dISNW S13] |3pOW §NZ Mau 3y, 'Builadieiy 13npoid podl apIMPIOM
Jo 1uapisald 1A §,3|ddy “Yemsof B3I pies  ‘49Ad podl |qepLoje 1soW Y St 3|4NnYs pod! 3yl ‘64§ 1snfiy,

‘uonips |eads g3y (1ONA0Y)

e pue 3|dind ‘Us3.b *3n|q ‘JIA|IS—SI0|03 DAl U] SBWIO0I pue di|3 ul-3jing B Yum ubISsp Lunulwn|e ue sainiesy
‘3auno ue jey isnf sybram ‘awnjoa ul yaul 21gnd e jjey Isnl s 3|34MAyYs podl Jejndod 3yl ‘69§ 404 3|34NYs pod! 3yl
JO [9pow gDz mau e Buidnpousiut si 1l eyl pue 64§ 18 padlid Ajqeploje a10W UdAS mou §i ‘JaAe|d disnw 3jqeleam
1S0W s, plIOM 3U3 ‘BINYS oPOd] S 1eyl pasunouue Aepo) ¢3]ddy—800¢ ‘61 Atenigaj—eluloji[ed ‘ONILYIdND

69% 1e paslid [9po| gD MeN

61$ 1sSnM MON 3ljjnys pod!

sobeuw| a44nys pod!

6¥S IST[ moN ayynys podt



Wd 9T€SZ SO0T/TIOILE 3O T) TUNY 3INYSH1/Z0/800T/Aresquysd/uio> djdde mamy/dny

(37ddv

21018
autjuQ
9ddy

ayl

S IDBIUOD *Spad4 SSY *SMIN 10H +den s115 soju| dddy * . doys

aseajay sSaid oyl ssaud BB

4

"SI3UMO DANDASAI J13Y) JO SyLewapes) aq Aew saweu pnpoid pue

Auedwod 1a1Q d|ddy Jo syiewWapeI] 348 SauN {1 pur 34015 ajddy ‘Yono~-ninW ‘pod! ‘ysoluidew 'sQ dep ‘e ‘0bo 3iddy ayy ‘ajddy
ZY0Z-¥26 (801) 38 dulddH BIpdW s,9(ddy (1D 10 "3lIsqam Y4 $,9]ddy USIA LONRLLIOJU [EUCINPPE 404 SHOLIAT OL JLON

2.61-v£46 (80Y)
wod3|ddegidewnsuy

9|ddy
JARWNAN WOy

0588-t¥£6 (830%)

wo sddepueybeuowd
9|ddy

ueybeuoly auislyd

1$10BIU0D) $53.d

"dUOYd! AJBUOIIN|OARJ SI YUim 1XJeW duoyd 3(1qOW 3y) PaJalud SBY PUE ‘2J03S

3UHUO SauN]l pue sidAe|d 03pla pue disnw a|qeliod podl $1I YIUM UOIIN|oAJ eipawl [eABIp 8yl Bulpeayleads
os|e s| 3|ddy "suoned)jdde jeuoissajold pue 3471 pue waisAs Bupessdo X SO ‘siaindwod Bujuuim-pleme

S YIIM UOIIBAOLIUL Ul AIISNPUl SY] ped| 01 sanunuod sjddy ‘Aepo] ‘YSOIUIdBA 3Y) YUM SO86 | 3yl ul 1aindwod
[euosiad ay) paiuaaulal pue | 3jddy 3yl Yum sQ/6 | Y3 Ul uolinjoaas J3indwod [euossad syl payub) sjddy

GF$ 1SN MmON; 2(33nys podt



Wd 92:€5:Z 800Z/Z/0I(E JO £) NNy aLnys61/20/8002/A1e3q11/d /w0 3 dde mmmy/:duy

Ad1104 AdeAtly *3S() JO SWIITY *

‘paatasas siybu )y ou) 91ddy 8007 2 ybuAdo)
UOIEEDY

3

pulj o

‘31015

|1e19yY

d1ddy

ue usia

6+$ 1Shf MON apyynys pod!




W ¥S:ES:T 800T/T/O1(E 3O 1) iy yono1podiauoydig0/z0/g00z/Areaqyd/wod aldde may/:dny

S Y1IM UOpBAOUU| U Allsnpul 3Y3 peaj 03 sanuiuod 3|ddy ‘Aepol "YysOlueBW 3YI YUM SO86 [ Y3 uj Jeindwod
jeuossad ay) paluaAutal pue |f 2jddy 3yl yIm sOZ6 L dYl Ul uoin|oAdl Jaandwod [euosiad ayy panub a|ddy

‘uoneI0[ [en1de uo Buipuadap Auea [jim saunjes) buiuoiisod sdep Jo uoisidald pue AljjIgeleAY,

*9*/ Saun]| pue Jae|

10 (Z Y2ed 8DIAIBS) [RUOD|SSBJ0.d JO SWOH dX SMOPUIM 10 BISIA SMOPUIM PUe 1iod 0°Z 95N B Ylim Dd SMOpPUIM B 10
g7/ ssun]| pue 1218 10 Q1'H'01 X eSO dBW ‘Mod 0°Z SN B Yum IR B 34Inbal Yyonol podl pue auoyd) "Ajuo sn
3Y3 Ul 3)qB|IBAR DIB S|RIUBY BIAOW SIUN LI "SI3||9S9Y Pazloyiny I|ddy pue $31031s |re3al s,9(ddy ‘(Wod-sjdde mmm)
24015 3|ddy ay1 ybnolyl (SN) 66+ $ J0 9d14d (18124 PRISEBENS B 10) A|31RIPILIWI BPIMPIIOM B[ge|IBAR S| YINO) POd!
§N7ZE 241 'S3401S BUI|UO pue jielal |’V pue saJo0ls [elas s 9|ddy ‘(wod ajdde mmm) 31015 3|ddy 3y) ybnoay
(SN) 664 40 9d14d [1B131 PISABBNS © 10y AjSlRIPALILI 3|GRIIBAR SI 3UOUJ! §D9 | Mau 3yt Alljige|ieay i BuldLd

"S3I0N pue J3Y3eam ‘$d203s ‘sdejy ‘jrep Buipn|pul suonedsijdde

3jlgow 18346 pue ,,1JBJES YUM PJIOM BY] Ul J9SMOIJ (oM 3]IOW PIIUBAPE 1SOLW S,P|IOM dY) 31NJED4 YdNO) pod!
pUR 3UOLd! Y10g "S|RIUDY SIAON oSBUNLI MIU 3Y) LUOLJ SIIAOW YDIBM PUB UIJIDS JWOY INOA 9ZILW0ISND [$31ISGam
911I0ARS INOA 104 sdi|D gam 1easd {,uonedidde sdep mau ayl Buisn uoIRd0] INOA puly Aj[esirewoine o) Alijiqe
aY) Buipn|dul Ylucw 1se| padUNOUUE SIUSWIDUBLUD SJBMIJOS 15318| 31 3pn|dul S|9POW Ydnol podl pue auoydt
|1V “126ulj 11343 JO YdNOo] B 1sn[ YIIm 340l pue soroyd ‘SO3PIA ‘dIsnw 1yl ||e Aofud pue pulj 01 s4ash smojje 1el
2iemyjos Bulauold pue 83eI3IU] J3SN 4, YINO L -1INA AlBUGIIN|OARY §,3]ddY 31n3ed) Y3N0l pod! pue auoyd! yiog

LPHOM 3UY U 2JIASP 3[1OW 14~IM ¥$3Q pue duoyd d[1qow AIBuo!IN[oAdL
SO 33 UO SOIPIA pue soloyd ‘disnL 213yl JO 3I1oW UIAS Aofua ued ajdoad mON, "BunaieN 12NPOId dUOYdI pue

pOd! 2PIMPIOM 40 JudpIsald 3diA s,3|ddy ‘Seimsof B3l pies ,‘Alowsw Ybnous 13A3u §,343Y1 ‘s4asn dWOS 104,

'66¢$ 10§ [3pow gD8 3y
pue GGE$ 404 [2pOW §D9 | Y3 Bululof ‘66HS 104 [3POW §DZE B Ul SSLWOD MOU YINOol Pod! ‘66§ 104 [opow §D8
3y1 Buiulof ‘661§ 104 [SPOW g9 M3U B Ul SILDI MOU 3UOYJ! Aleu0iIn|oaal 3yl '0b ASyl JaARI3YM WYl yum

AJJBD UBD SJ3WOISND JBY) SO3PIA pue soloyd *disnw jo lunowe syl Buljgnop ‘Alowaw 3yl 3|gnop dABY UYdIym
UYoNn0) oPOd! PUB ,,;BLOUd! BY3 JO S|2POLUI MaU pappe Aepol ¢3]ddy-—800¢ 'S Aienigad—e|uiojied 'ONILYIdND

S|9POIN Yono} pod! ® auoyd! maN sppy 9|ddy

S[3POJN 4201 PO} % 3UOY{t maN sppy 3|ddy




INd $S*€5°T 8002/Z/01(E 30 7) iy yanoipodiauoydigo/z0/8002/Aeaqsdjuiod idde mmmyyduy
sjddy

ue USIA

‘31ddV

24015
duuO
o|ddy
ayl

" 1JB1UOT) *SPId4 SSY *SMBN 10H *del 9IS *ojuj 3|ddy ¢ doysg

. aseajay ssald  ojuissayd B

‘SIFUMO IANBASII J1DY) JO SHjJrWBpr N ag Avw saweu 1onpoid pue Auedwod 1ay1Q a1ois Sddy

PUE LIBJES ‘SAUNLI ‘UdNOL-13NN 'POdI ‘DUOU! ‘USOIUIdBW ‘SO dBW ‘2ew ‘0Bof 3jddy sy ‘ajddy "parsssas s3ybu |y Duj aiddy 8002 &
THOZ-$26 (80%) 18 auljdjaH vIpajy s,21ddy |[ed 40 "dSqam Yd $,3|ddy HSIA UOIIBWIOLUL JRUOIIPPE 104 (SYOLIA3 OL ILON
85/26-v26 (80V)

woddddedq tagiuuafl

s|ddy

H200M0g Jajluuaf

. 0588-+.6 (80%)
wod3jddegueybeuowd
9|ddy

ueybeuop aunsyd

:$1283U0D) $S3Ud

*au0oyd] AIBUOIIN[OASI S YiIM 1ddJeW duoyd djiqow 3yl PaJalus sey pue ‘aiols
3uijuo sauny| pue sidAe|d 03pIA pue SN d|qelIod Podi It YIIM UOIIN|OASI BIpSW [e1161p ayy Buipeayseads
os|e st 9)ddy ‘suonedjdde [euoissajoid pue ajiql pue walsAs Buneiado X SO ‘s1aIndwod buluuim-pieme

S[SPOIN 4IN01 POd! % UOYdt maN sppy addy



Nd ¥S:€5:2 S00U/TIOL(E 30 €) unyyanoipodiouoydisn/z0/8002/Aresquysd/uwod ddde mammy/duy

Ad1jo4 AdeAlld ®9sM JO Swal *
‘paatasas s1ybu 1y au) 3jddy 8002 @ 1ybIAdoD)
PENLELEY

e
puty Jo
'81031§

(2R

SISPOIA 4oNn0) podl % JUOUJ1 maN sppy aiddy




Wd 21351 S00T/TOI(E 3O 1) [y outuzZ/10/800%/Aresqryaduod-aidde mmmy/:dny

$1 34015 saun | 3yl ‘Ajdde Aew $33) ‘PaPUBWILLIODAI S| LOIIIBUUOD PUBGPEOI] B PUR palinbal §1 $S3DD' 19uialu|
"g'/ SSUN]| pUR 1318} 10 (Z YIBd DDIAIDS) [BUOISSIJONd JO SWOH dX SMOPUIM 10 BISIA SMOPUIM pue 1od 0°Z 95N ®©
YIM Dd SMOPUIM B 10 'Q°/ SBUN]] PUB IB} 10 64 0 1A X 5O BN ‘1iod 0°Z gSN B YUm Dy e Sa1inbal oueU pod!

*10123uu0)) 3120

[eSIBAIUN B pUR 3{ged uld-Q€ 01 gSN B ‘sauoydpesy pngles spn|dul S|9poW OUBU POd! ||V "S13[]959Y pazuoyiny
ajddy pue s2.101s |Ie1a. §,9|ddy ‘(W0 djdde mmm) 43401S 3|ddy ayl ybnouiyl ajqejieAR dJe gdeN JO SMOPUIM

10 ouerU POdi §98 PUe gNY 3yl Yiog “(SN) 6 1§ 40 9d11d {1eIad pa1sabbns e 10) 3|qe|leAR S| JDA[IS Ui OUBU PO!
g0% 2yl ‘uonipa jerads a3y (LDNAOY) € pue udaib ‘an(g “jde|q ‘49A[S Ul 3|qBlIBAR S|opOW gN§ 13410 3y) sulof
pue (SN) 66 1§ 40 d311d [1€1a1 PRISIBHNS © 10J AjS1RIPIWWE DPIMP|IOM S[GE[IBAR S| OUBU POd! §D8 duid mau 3yl
Avjige|ieay % BuldLld

"S|BIUDY IO SAUN]| ISIIR| YL INO

37942 10 401§ SBUNLI BY) WO OUBU PO 1134} 10} Sawieh pue 03PIA DISn Ang OS|B UBD SI3WOISND “[33YM D1|D
3y BUISN YJOMUIE J3A0D Winge AQ UOIIIB|0I JISNL BIUI INOA YBNOIY) [|04S UBD NOA OS ‘gMO}4 J9A0D S3PN|dU
PUE 310J3G 19A3U 1| $O10Yd PUR JOMLIE WNG[E JJO SMOYS 1Y) 3DBI21UI J3SN PIDUBLUS UB SDINIRIS OUBU PO!

JU16 AeQ s,aunus|ea |e1dads e 4oy Bulydseas ase oym Jo ‘bunds
S1Yy1 10]0d Mau 1ealb e Juem oym 3|doad 10j 1294ad S| ouru pod! quid aylL, "buliate 1onpold pod! 3pIMpPlIOMm
40 udptsald 3d1A s,3jddy “feimsof Bain pies ‘oueu podldjuid mau snoablob ayi aao| 01 Buiob ase siswoIsnd,

‘uoIMpa [erads g3y (LDNAO0YUd) ® pue uaslb ‘anjq “joe(q ‘I3A[IS Ul 3[dR|ieAR OS|e

S1 UYdIym ‘[991S SSajulels paysijod pue wnulwn|e pazipoue Yym spew ubissp |e1sw-||e |njanesq e ul pasesus
s| pue ,a6.Jey>d afbuls e uo ddegAe|d 0apIa JO siNOY dAlY 10 YdeqAR|d OIpne 40 SINoY $Z 01 dn SI3AI[p OuBU
POd! "3401S SaUNJ | Y} WOy paseydind SOSPIA DISNLU PUB SMOYS AL 10 ‘S|RIUBY BINON oS3UNLI MdU pueid 3L
Yd1BM S13SN SI3| YoIym Ae|dsIp Ydul-Om) B $3INJe3y OUBL POdl "66 | § 104 [9pOW §0g ue ul Ajjeipawiwl 3|ge|lene
s1 ouBU pod uid paisanbal-ydnw ay ] -1aAe|d d1snw seindod 1S0W $,p|JOM 3yl JO dnaulf 3Y3 O3 OUBU ¢ POd!
suid mau snoab106 e Buippe s1 1 1Byl padunouue Aepol ¢3|ddy—800¢ ‘¢z Asenue{—eluiojljed ‘ONILYIdND

dnauj oueu pod! ay} o3} juld sppy a|ddy

sobew! ouBU pPod!

dnaury ouru Podi 241 01 yuid sppy aiddy




INd 15617 BO0T/TOI(E JO 7) Ty ouBuzZ/10/8002/Aresqyad oo ajdde mamyz:duy
31015
3Ul[UO
9/ddy
EIN]

S} 1DBIUOD) *spIad SSY *SMON 10H edepy 1S e*ojul 9jddy * doys

ases|ay ssald  ojurssald W

‘SIIUMO 3AIDASBI A13Y3 JO $YJBWIPRI] A ABL S3WEU dNPoLd pue

Aueduwod 13yl0 -ojddy jo SYJeWapeI] 348 9101S 3]ddy pue MO|4 J12A03 ‘saunl ‘pod! "Ysoludep ‘SO JBW BN ‘0B60]| ajddy ayy ‘9jddy
ZY0Z-v£46 (80¥) 18 3uldjSH BIPIW 5,91ddy {|d 10 *31isqam dd $,9|ddy MSIA UOHIRWIOJUL [RUOLIPPE 404 1SY0.1IQ3 OL 310N

L289-¥26 (80%)
wod 3jddedieu
3|ddy

S11I9) BljeIeN

0588-¥£6 (80%)

wod as|ddegueybeuowd
3|ddy

ueybeuOW BuNSLIYD
:$10BIU0D) $S9.d

"UOUJ! AJBUOIIN[OARL S3| YIIM 1d4BW ducyd ajiqow ay2 paJalua sey pue 'alols

BUIIUO SBUN || pue sidAe|d 0IpIA pue Jisnw ajgelod podl S3t YlIM UOIIN[OAIL BIpaW |e31Bip syl Bulpesysesds
os|e st 3]ddy "suoped(jdde |euoissajoid pue 3j7! pue WwaisAs Bunelado X SO ‘siaindwod Buluuim-pieme

S) UIIM UONBAOUUI Ul AJISNpul 3yl peaj 03 $aNUIUO0D 3|ddy ‘ABpO "YSOIUIDBI Y1 YIM SO86 | 3yl ut Jaindwod
Jeuos.iad ay3 palusAulal pue || 3|ddy 3yl Yyim SOL6 L Y3 Ul UONINIOARL J3INdWIOD jeucstad ayy paub) siddy

*UOfIBWIO Ul

3Jow 10y saLIRNEM/ WO djdde mmm 335 "sBUIMS pue 3sn Aq Aiea s3|9Ad 3BJeyd JO Jaqiunu pue 34| Aislieg.

"AJUO SN 9Y} Ul B|GB[IRAR 3/ S|BIUDY SIAOW SSUNLI "SIIUNOD [|B Ul d|gejieAR JOU

dnauy ousy pod! ay) 01 yuyg sppy aiddy




N T1:¥5:T 800Z/Z/ON(E 30 €) Uy oueuz7/10/800%/AeIqu/adAu0Y dIdde mmmy//:dny

AD1[0d AdBALI4 *3SN JO SWID) *
‘paAsasal s1ybia ||y ou) 3]ddy 8002 & wyblAdoD
PENEN:S]
e

puy Jo

‘21015

13y
9ddy
ue 1SIA
'(37ddY
AN
-008
-1

dnour oueu pod! 3yl 0y yuig sppy 9jddy




Wd LO'SST 800Z/Z/01(Y 3O 1) IuY-OUBUS0/60/L007/A eiqusd/uiod-aidde mmamyy:dny

31110AR) INOA DUAS-0INE AjISEd U3Y] pue ‘d6eURW ‘1odW) UBd NOA 0S SBUNLIE YIIM A|SSB|WESS SHIOM OUBU POd!

"ODWVN Wolj NVIN-DVd "SIN PUB SV D1U0JID3|] WOy SI9] pue

N3opns Buipn|au) ‘301§ SaUN LI 3Y) WOL) YIUOW Siy) 131e| OUBU PO4} 10§ 3|qe|IBAR 3] ||IM saweb jeuonnippy ‘aweb
pJed adreyrjos Jejndod ay3 ‘axipuory pue ‘aweb Bulyseq-ydg 93.63p 09¢ paded-1sey e ‘XIUOA ‘dweb eial
JUBLIUIRIIAIUD 3L ‘ZINDI YIM papeo]-aid sswod pue saweb pod! BulAe|d 10} 333443d S| OUBU pOdi Mau ffe 3yl

*[99UM 211D 3yl Buisn iomue

J3A02 Wing|e Ag L0130 JISNW 341U INOA YBNOIY) [j0IDS UBD NOA OS ‘MO|4 J9A0D SIPN|DUI MOU pue ‘8J0j3q
19A3U 331 S0I04d PUE YIOMIIR WNG[ JJO SMOYS JBY} 3DI3JUI J3SN PIDUBYUD UB $3INJBDY OS|B OURU POd! "0b6 2112
UO SMOYS AL PU® SIAOW ILIOAR) INOA BUIYIIEM 104 122443d S| JeU UOINJOSI OFZX0ZE SIBAIIRP puE UoNEIdUb
snojaald ayy ueyl Jo1yblig Juadiad 59 si eyl Aejdsip ysut sad |ax1d $(Qg € S8IN1es) OURU pOdi Mau (e 3yl

Juonetsuab mau

4oea Yum J9119g pue Jandq Buniab sdasy isnl oueu podl 3yi, ‘03D s,91ddy ‘sqof aAa1S ples ‘uoseas Aepljoy
3y3 Joy awil ul 1snf ydeqgAe(d 03pIA BuluLins pappe pue plJom 3yl ul 1dhe|d disnw Jejndod 1s0wW syl U3 B 3A M,

‘uonips jeads

a7y (LONAO¥d) © pue uaaib ‘anjg “J2B|q *JBA|IS—SI0[03 MIU dAl} U] S3WOI pue [93)s SSB|ulels paysijod pue
WNUILLN|® PIZIPOUR YIM 3peLl UBISIp [BISW-[|B M3U [N}INeaq B Ul Pasedus s| pue ‘abieyd 3|buls e uo aeqAed
03PIA JO SINOY 3AlY 10 ydegAe[d OIpNE JO SINOY HZ 0) dN SIBAIIP OUBL PO} “(LIOD'SIUNI"MMM) 3I01S SIUNLI
aunuo ay1 wouy paseydund aq ued saweb |euonippe pue ‘saweb unj 3341 SIPN|OUL 0S| OUBU POJ! "POd! 03PiA
3y} uo Aofud A[Iua.1ind A3yl UOIIN|OSII AWES YL U SOIPIA JISNW PUE SMOYS AL ‘SSIAOW 31IOAR) JIBUI YIIBM Sasn
$19] Yo1ym ‘youl Jad sjaxid yOz Yyum Aeidsip youl-oml Jabie| e sa1n1edj OUBU podl mau 3yl -19Ae|d disnw Jejndod
1SOW S,P1OM 3Y1 03 UBISIP M3U 3|GIPAIDUI UB PUE ‘\,MO|4 J3A0D BULINIES) 3DBYIBIUL 13SN padUeYUd UB “ydegAeid
oapiA Buibuliq ‘OuBU P04l MaU || 3y} paonpoiiul Aepo) ¢3|ddy—/2002Z 'S 12GWaidas—ODSIDONVYd NVS

oapip sAejd mop J9held oisn|y seindod 1Sop S, plIOM

oueu podl maN [|Y seonpouu] ajddy

sobew| ouru Pod!

ouBl pod! MaN [y ssonponu] 3jddy




N LO:SS:Z 8002/T/O(Y JO T) [IY OUBUS0/60/L00T/ATeIqr a0 w0 d1dde mmmyy:dny

"3UOUd! AJBUOIIN|OADI S1I UM JBIA SIYI 394ew suoyd 3j1qow ay) pasalua Sey pue ‘3103

duljuo saunji pue sidAe[d 03pIA pue J1snw djqenod pod! Sil YIM UoiIN|oAdL elpaw [eltbip syl butpesyteads
os|e s 9|ddy ‘suonedjdde [euoissajosd pue 3j171 pue waisAs bujesado X SO ‘s4andwod Buluuim-plreme

SH yum uoneaouul ul Auisnpul syl pes| 03 sanuiuod a|ddy ‘Aepo] "ysowude 3yl Yyiim sQge L Yl ul Jaandwod
|euosJtad ayy patusaulas pue || 3)ddy 3yl Yyiim sQ/z6 | Yl uj uoninjoaas Jaindwod euossad syl paubl ajddy

*JUDUOD AQ SBlieA

Aloeded [enide loipne sdgy-8Z | YIM pauiquiod uoiiniosad 08v-Aq-Q+9 18 03pIa sdq-G° 1 ¥9Z'H UO paseq si
Alideded 03pia pue 'saunji woly pasiajsued) sojoyd sjqemain-podl uo paseq st Ajoeded ojoyd 1usjuod Ag SsideA
Aldeded [enjoe (Buipodud DJyy sdg)-gz | pue buos uad sainujw Jnoy uo paseq s Ayoeded disnpy "uoleWO Ul
940w 10j sa1ianeq/wod ajdde mmm 335 "sB6UNIBS pue asn Ag Alea $3]0AD sbaeyd Jo uagquunu pue aj1| Asdlieq .

‘S91J3UNOD |[B Ul 3|qe}leAR 10U

S1 24015 saun_ | ay] ‘Ajdde Aew $33) ‘pIPUAWIWIOIAI S| UONIIBUUOD PUBYPEOI] B pue Palinbal i SS3DDE 18UIdlU|
‘$°/ SPUNL| PUR 13)B| 10 (Z )IBd dIIAIDS) [BUOISSDJ0I4 1O DWOH dX SMOPUIM JO BISIA SMOPUIM pue 1od 0'Z gSN e
YIM Dd SMOPUIM © 10 ‘p*/ SBUNLL PUB 1318 10 8'9'0 LA X oSO 2B ‘110d 0°Z SN © YIM IR B S21Inbas oueu pod!

*10123UU0CD) Y0 [BSIBAIUN © PUE
3Iqed uld-Q¢ 01 gsn e ‘sauoydpeay pngies spn|dul S[SPOW OUBU pOod! [V '$J3[|953Y paziioyiny 3jddy pue $3101S
[reyas s,3jddy ‘(wod-s)dde-mmm) ¢3101S 3|ddy ayl ybnoiyl Aj1eipatull SpIMPIOM S[(E|IRAR 38 DBA JO SMOPUIM
104 oueU pod] §D8 pue gD 3y y1og "(SN) 66 L $ Isnf 10§ uoiypa jeidads a3y (LONA0Yd) © pue uaaib ‘aniq Hide|q

‘J3A]IS U] 3|qejIeAR S| [3pOLW §D8 Byl PUB (SN) 6 L $ ISN[10J JBAJIS Ul SBWOD OUBL POd! §DF Yl ‘AEpO] 3|qejieAy
Anjigejreay  Buidiig

"SajIqowoine SN Jo Judd4ad g/ I3A0 Ul 3_>:uwpcou pod!
pue swaisAs Jayeads *$3110553D08 SS3UIY ‘SBSED Buipn|dul pod! 3yl 10j Aj[ediy133ds spew s1onpold QQQ'y 490
Y3IM S31I0SSIIIE JO WIISASOII 1SBA B WO 3SO0LD UBD SIBUMO POd] "3IB4I3IUI JBSN YONOI-13|nW AJeuoiIn|oAal
B Y3IM 4dN0) pod! ybnouyesiq syl pue ydegAe|d 03pIA Yiim OUBU POdl Mau |[e 3|qipaJ3ul 2yl 'sbuos 000‘0y
03 dn Bulp[oy JISSE[D POd! :SJ0JOD MU BAJJ U] S[JJNYS POd! 3} YIIM J3A3 dnaul| podl Buildxa 1sow S)| pases|al
9jddy ‘Aepo] "pjos uoljiw QQ | 19A0 Yiim sisAeid sisnw jeyiBip jo Ajjwey sejndod 1SoW S, PlIOM B3 SI POdl 3y

‘0B 34} UO SIIAOLL PUB SMOYS AL

31SNW 31110AR) INOA Aofua 0) Aem 3|qeliod-ei3|n BY) S| OUEBU POdi Mau || 3y) ,'dbieyd 3)buls e uo ydeqAe|d ospia
40 sinoy 3Al 10 ydeqAe|d oipne jo sinoy g 01 dn Yy aseydsnd >d13-suo pue malasld 10} 3|ge|leAe sbuos
uo{]jIW XIS UBY) 3JOW LIIM 101§ SAUN| dY] WO OUBU pOd] JnOA 1oy saweb pue ‘03pJA D1snw Ang "1uaiuod

oueu podt maN 1|V saonponu] siddy




S 10BIU0D) *SPID4 SSY *SMIN JOH edep 211S *ojul 3|ddy o

A LOSSS:Z 800T/Z/O1(Y JO £) TNy ouRUS(/60/L00Z/Are1q1ad /w0 ddde - mmmysdny

ased|ay ssald ojujssald B

*SI3UMO dA[1I2dS DL 413Y) JO SHIBWIPRIT 3¢ ARW $3WEU 1dnpoid pue

Aurdwod JaY10 *3jddy JO SHIewapes} 18 310§ 3|ddy pue SBUNLI ‘MO|4 J3A0D) ‘POdi ‘YSOIUIEB ‘SO dBW ‘dep ‘0boj ajddy ayy ‘ajddy

Zv0Z-¥£6 (80Y) & duyjd[aH BIPAIW 5,9(ddy ||D 10 *31154aM Yd S.9|ddY 1iS1A UONIRLLIOSUY [RUOIIPPE 104 (SYO.LIQT OL ILON

wod ajdde@iAewnaul
2L61-1%26 (80%)
9|ddy

JAewnaN woj

wiod 3jddegueybeuowd
0588-v/6 (801)

3|ddy

ueybeuow aunsuyd

:S13BlUODD) SS3ld

EENETR)]
e

puty 1o
‘31015
|1eray
o|ddy
ue ISIA

(31ddV

31015
QUIUO
3jddy
3yl

doys

v

ouey Podr MmN [l saanponu] 3jddy



N WA LO'SS'T S00T/T/O1 (b JO v) Ry OURUSD/60/LO0Z/Aeiqiyadancaapdde mmmyduy

Ad1j0d4 AdBALId *BSM) JO SWID) *
POAIDSIL SIYBIL 11y 3y B1ddy 8002 ¢ ybliAdod)

oueu pod! MaN |1y saonponu] ajddy




Nd 0Z:5S:Z 800T/Z/O1(E JO 1) [Ny IISSBIIG0/60/L00T/Areaquyad/won ajdde mmmyyidny

9|ddy ‘Aepo] "p|os uoj[ji 001 19A0 Yim sidhejd disnw je1lbip Jo Ajtwey sejndod 1sow s piom 3yl sl pod! 3yl

"ODNVN WOodj NVIN-DVd ‘SIW PUB Sy DIU0JID3|F WoUy SIS pue mjopns Buipn|aul ‘8l01s

SBUN I 3YY LWOJS YIUOW SIY) 191B] DISSB|D POdl MdU 3Y3 105 aseydind 10) d|ge|iear 3q ||Im saweb feuonippy aweb
pi1ed alieljos tejndod ayy ‘axipuoly pue ‘aweb Buiyseq-yduq 93163p 09§ paded-15e) B ‘XIUOA :3web eiALl
JUBLLIUIBLIBIUD 3Y) ‘ZINDI Ylim papeoj~-ald sawod pue saweb podi buiAe|d 10j 129443d 1 DISSR|D PO4l MBU 3y |,

‘0B ASUj) J3AIDYM SIIAOW PUB SMOYS UOISIAD[I] ‘SOBPIA

J1snW ‘sisedpod O3pIA puB OIPNE ‘$300goIpne ‘dISnwt J0 SU0I13|j0d inud JdYyl Aofud siasn Bums) .‘sbieyd
91buls ® uo [3pow gnog Y3 ul yoegAe|d oapla JO sInoY Al pue ydegAe(d dIsnw Jo sinoy g 03 dn pue ‘jspow
90091 3Y3 ul yoegAe|d 03PIA JO SINOY UBAIS pue 3degAR|d 2isnw JO sinoy Ot 01 dn S3UNIB3) DISSB|D podl MaU ayL

‘aseyaind yd(|>-3u0 pue malaaid 104 3jqe|teAe sBUOS UO]|jILU XIS UBY) 3i0W

UM 21015 SBUNLI BY) WOL JISSE|D POl JINOA 104 saweb pue 03plA ‘ODisnw Ang Ued NOA "JUIIUOD UIOAR) UNOA
SUAS AjIsea uayl pue abeurw ‘LOdW] UBD NOA OS 6SAUNLI YIIM A|SS|WIEDS SHIOM DISSE|D POJ! "3INSO[DUD 991$
ssajurels paysijod pue wnuwn|e pazipoue [elaw-|e ue ul 36e103s Jo §D0g| 01 dn Spjoy JISSE|3 POl MdU YL

. Pod! 11341 uo BulylAiaas pjoy 01 Juem oym a|doad 1oy [eap|
SI JISSB[D POd! Y} ‘9IB4IDIUI JBSN PIDURYUS UB PUB UINSO[DUD |Blall-||B ‘J3uulyl ® UM, ‘03D §,2|ddy ‘Sqof 3A31S
pies 19X20d InoA ul sbuos 000 0 Ind ued d[SSB|D POdl Mau sIY1—19%d0d InoA ul sbuos 0QO‘ 1 Ind pod! isay 3yl

‘|]apow 909 | dYl 10§ 6 ES PUB |3pOoW D08 Yl 40J 62§ Isn( e padud sy disse)d

pOd! "31NSO[PUB [BIBW-|[B MU B PUB , ,MO]4 J9A0D Buliniesy adeyisiul Jasn padueyud ue snid 'spodl Jiayl inoqe
DAO| SI3WOISND SBUNIED) DY ||B SIDAISP DISSE[D POd!I MaU 3y} ‘UoIIRIBUIB YIXIS SI Ul MON "O3PIA JO SInoYy QO 10
sB6uos 000'0p 03 dn-—saweb pue sisedpod ‘0apiA ‘soloyd D1Snw JO UOIIDR||0 413U JNOA sp|oy ey abelols jo
97091 10 §D08 Buliniedy ‘JISSed POdi MAU 3Y) PAONPOIIUI ABPO] 63jddyY—/002 'S 42qWaidaS—ODSIDNYYL NVS

sBuog 000‘0v 01 dn SPIOH [9POIN D091 MaN

J1SSe|2 pod! MaN saonpouiu] ajddy

sabeLl| 2155e{d pod!

J1sse(2 pod! maN sasnposu] 3ddy




N 021552 800Z/T/OT(E 30 ) [Ny DISSe1o50/60/L00T/ATeaqrysd o 91dde mamyrdny

wio>'3|ddegJlAewinaul
2/61-v.,6 (80%)
9|ddy

JAewnaN wo)

wod-3jddegueybeuowd
0588-146 (80%)

3ddy

ueybeuoy aunsuyd
:S12BIU0D) $S¥Ud

"UOYd! AJBUOIIN|OASI S1I UM JBDA SIY3 19XJBW auoyd 3|1qow 3yl patajusd sey pue ‘aioils

aUlUO saun] i pue sidAe|d 0apIA pue disnw 3]qenod podi S1l UM LUONN|OAL BIpaw [elbip 3yl buipeayseads
osfe s 3jddy ‘suonedijdde jeuoissajoid pue 3)171 pue walsAs bunesado X SO ‘si9Indwod Butuuim-pieme

S1 U43IM UOpBAOUUL LI AJISNpul 9Y3 pes| 0] sanunuod ajddy ‘ABpol ‘ySOIUIdR Yl YUM SO86 | 3Yd Ul 1aindwod
{euossad syl paiuaaulas pue || 3jddy 3yl Yim SOL6 | aY3 Ul uolInjoAdl J3indwod [euostad a3yl panub) a|ddy

‘uonnjosal 084 -Aq-0v9 e
03pIA sAqN-G'| $9Z'H Uo paseq si Aljoeded 03PIA pue 'Saunj1 WOl paJajsuell soloyd 3jqemMalr-pod! uo paseq
s Ayoeded oloyd ‘Buipodus Jyy sdgy-gz | pue Buos Jad salnulw unoj uo paseq si Aydeded disny ‘uollewlojul

2J0W 10§ Sa1a)eq/Wwod djdde mmm 335 "sBullas pue asn Aq Azea sajdAd abieyd Jo Jaquinu pue 341} Asaneyq .

"$3143UNOD |[@ U] d|ge|IeAR 10U S|

21015 saunyi ay ) "Ajdde Aew $93; ‘papuUsWILIOIBL S| LOIIDAUUOD PUBGPEOIC B pUe Palinbal I $SIIIB J2UIAIU| §°/
S3UNJI pUe I91B| JO (Z YIBd 9DIAIAS) [BUOISSJOI4 10 SLOH dX SMOPUIA 1O BISIA SMOPUIM pue 1od 0°Z §SN B Yim
d SMOPUIM B U0 ‘p*/ SBUN]| PUB I31B| 10 80 LA X ¢SO JBI ‘110d 0°Z §SN B YIM IR B $34Inb3s 2ISSe[D POd!

"(SN) 6&€$ S 2ISSBD Podl §D09 L 343 PUe (SN) 6423
S| [2POL JISSB|D POd! 8008 YL {IB|q PUB JBAIS Ul IPIMP[IOM AJ91BIPILUWI| 3|qEB[IBAR 38 $|3pOW DISSB|D Pod! Yiog
Aujiqejieay B Budlg

*S3|IqOowWoINe SN JO 1Ud24dd (/ I3A0 Ul AJAIIISUUOCD POd!
pue SwdisAs Jaxeads 'S3110SSBIIE SS3ULYY 'SISBD Buipniaul podi syl 1oy Ajjedydads apew s1anpold 000y 1940
3IM SDIIOSSIDIE JO WIISASOID ISBA B LUOJJ 3SO0YD UBD SIFUMO PO4] “9IBI3IUI J3SN YINOI-13[NW AIRUO[IN|OASY
B 1M 4dNnol podi ybnosynyeaiq ayl pue HydeqAe(d 03pia YIIM OUBU podi m3u [|e 3jqipaldul 33 'sbuos 000'0y
01 dn Bujp|oy J1SSB|2 POd! ‘SI0[0d MU DAl Ul 3JINYS POd! SYI YiIM J3AS dnaul| pod! Bunidxa 1sow si pases|al

ISSE[D POt MIN sadnposiu] 3iddy




d 0Z:S5:Z B00Z/Z/01(€ JO £) MY DISSeI50/60/L00T/Are1qtyad oo didde mamy/:diy

Ad1jod AdBALLd *3SN JO SwWd) @
‘paAIRSAI S1YBL |1y duj 9jddy 8002 G WbBIAdRD
: PEIELE)
v
pulj Jo
‘21015
eIy
sjddy
ue ASIA
Y(31ddv
AN
-008
-1)
34015
auluo
3|ddy
o

SM) 1DPIUOT) *SPad4 SSY *SMaN 10H e*depy aug *oju| 3jddy doys

JSBI[IY SSAUd  OJujssay P

]

"SIAUMO AU S JI1DYT JO SHIPWIPRIY 3¢ ABW SaLY

vnposd pue Auedwod 1310 3jddy JO SHIBWIPPII 3L SDUNJI PUT MO 1OADD 'PO4] "YSOIUDEW ‘SO 2B B ‘0boj 9jddy ay) ‘a|ddy

"Tr0T-¥L6 (80%) e 3uld[dH etpap 5,3|ddy 118D 10 '311Sqam Yd $,3|ddVy 11SIA LUOIIBWLO)U [RUOIIPPE 404 (SYOLIAT OL ILON

2IS5B[D POd! MAN saonponu] ajddy



W 9€:56:T 800T/Z/01(Y JO 1) MY YIN0ISO/60/L00Z/Are1qt}d /w03 aldde mmmy/:diny

M3IADLd UBD NOA *SISI1IE JO SWNG|e ‘SBUOS d)J0OAB) JNOA 104 YDIBIS 10 'I0H S,JBYM, PUE SISBI[3I M3U 1IN0 ¥I3Y2
‘31usb Ag 10 [|e4aA0 Swingle pue sBUOS JO SIS US| dO] SIUNLI BY3 BSMOIG NOA $13] 3401S DISNN i4-IM SaunLl ay|

“pegAe(d o3pia Jo sinoy 3A1) 01 dn pue ydeqAe|d oipne Jo sinoy zz 0} dn sainjeaj ysnol podl ‘ssauzybuiq

s Aeidsip 243 sisnfpe Ajjediewolne eyl Josuas 1Ybi| uaIqWe ul-1|ing e Sey 0S|e Yanol podi ‘Ajjeiuoziioy

abed gom a3yl sAe|dsip ) 1IeJBS Ul UBYM puk ‘ol3es 10adse adedspue| sy ut oloyd ayy sAe[dsip Ajjednewoine

11 ‘SO10Yd Ul UBYM “19Bulf ' JO 3314 B 1SNn[ YIIM HIOMLIE JBA0D Wng|e AQ UOIDS[jOD JISNW INOA 3SMOI]

UBd NOA 0S ,,,MOj4 13A0D 01 SBYDUMS A[|B3IIBWOINE }} DISNW Ul 34,N0A Uayp "uonisod adedspue| st 01Ul 1l 218301
NOA U3YM S3SUDS A||RINIBLUOINE JBL] J319WI0IB|3IIE Ul-1|INg B SBY YdNO] PO4! "}e wng|e pue soloyd Buimala se
[[9M Se ‘SMOYS AL Pue salAow Buiysiem 4oj 139449d S| Ydno3 pogdl ‘Ae|dsip uaaldsapim ydul-5 € snoabiob su yim

,/SP0P 1l UdNW MOY pUE S 31 UlYl MOY e pdzewe 3q
03 butob ase 3jdoad, ‘03D $,9|ddy ‘SqO[ 9ADIS pres  ‘BUIOMIBU SSIRUIM 4= UI-1|ING PUR 9IBISIUL YINOI-INW
AJeuonn|oAss s) UO paseq $2iNJe3 JO UONRIBUDE MBU 3joUMm © Ul BuliBYSN ‘pod! YJeWpUR| B Si YN0l pod! Y],

"'662% snf

1e Bujusels padud S| pue ‘ulyl ww g 3[qeAdI[PQUN UEB S YIN01 POdl 3Y] ‘PJ4OM BYI Ul 3101s dIsnwl auljuo Jejndod
1S0W ay) wouy swinge pue sbuos Ang pue maiaald ‘asmolq A|SSa|aJim SI3SN S13] 3I0IS DISNIA 14-IM SBUNLI

M3U 3y} pue :31|Sqam 03pIA Jeindod 150w $ 3DUIBIU| 3Y] WOLY SOBPIA 3844 UOI|IIW | J1IA0 YdIem A|SS3|alIM

s1asn s313| uoliedtdde agnnoA s,3(ddy [YdJeasauo jOOyRA JO YdLeass 31600N sainesy pue ‘1aIndwod 413yl uo
00| Asy) se asnf sabed gam MaIA A[SSB[LIM S19SN $1D] ‘IDIAJP 3]IqOW AUB UO JBSMOI] PIJUBADE ISOW BY3 ‘y, llRJeS
—11 3sn 1eyd suonedijdde Buizewe 31y pue ‘podl AUB UO 15J1) dY) ‘BUIIOMIBU SSI|BIIM I{-IM SIPNDUl OS[e
1y3n03 pod! 3y "uonedijdde yoea 104 31 I21U1 J9SN 133419d 3y) JUdsSId 01 diemlyos mau Buridauold sasn adeysaiul
Yonoi-13Inw Y3 ‘4, 3U0Yd! UO PadNPOIIUI 3S414 “1abuly e Jo ydono1 3yl isnl yum Aejdsip usaidsapim snoabiob sy uo
210W pue SO3PIA dIsnwW 113Y3 Jo [|e Aofud pue puyy 01 S13SN SI|QRUD 1eY] 3DBHIDIUL 13SN YIN0I-13NW AJRUOIIN|OASL
s.2jddy BuLINIed) YINOo) ¢POdi MAU 34} PadNpoIIu Aepo) 2|ddy—/002 'S 12qWwaidas—OISIDNVYS NVS

BunjiomieN ssala4ip I4-IA\ Ul-1ling '8 92e}Iaju] Yonoj-ijny Aleuoiinjonsy

yono} podi sjianun ajddy

sabeuw ysnoy podt

49001 pod spsaup) ayddy



Wd 9€:56:2 800Z/Z/01(H 3O 7) [WY'YonoIS/60/L00Z/Areqtysdwoaadde manmy/:duy

osje si ajddy 'suomnedjjdde jeuoissajold pue 3471 pue walsAs bunessado X SO ‘siaandwiod bBuiuuim-pieme
S YAM UonRAOUUL UL AJ3SNpul 3y} pe3| 0} sanunuod 3|ddy ‘Aepo "YSOIUEB dYl YIM SO86 L Yl Ul Jaindwiod
Jeuosiad ayy paiusAulal pue || 3|ddy 3yl YumM SQZ6 | Ui Ul uonnjoAds Jaandwod jeuostad syl paiiubl ajddy

‘uonnjosal 08+y-Aq-0t9 e
09piA SAQN~-S§° | ¥9Z'H UO paseq si Alideded O3pIA pue {Saunji wouj pauajsuel) soloyd 3|qemaIA-pod! uo paseq
s1 Aoeded ojoyd ‘6uipodud Dyy sday-gz 1 pue Hbuos uad ssinuiw 1noj uo paseq si Aydeded dIsniA "UOlIBULIOUL

3Jow Joj salianeq/Wod ajdde mmm 335 sBuillss pue asn Ag Asea s3[dAd sbieyd Jo saquinu pue ayf Assneg

*$31JIUNOD ||B Ul 3|(R}IBAR J0U S| 31015 saun|) 3yl ‘Ajdde Aew $33) ‘papUIWILIOIRL Si UOIIIIUUOD

pUBQpPROIQ B PuB PaINbas §1 SSIIIB I9UIBI “H°/ SDUN LI PUR I31E| 1O (Z OBd DIAISS) [BUOISSJOU] 1O BWOH

dX SMOPUIM 10 BISIA SMOPUIM PUE 10d 0°Z gSN © YIM Dd SMOPUIM B 10 'p°/ SBUNLI PUB 13381 10 O['H'0L X oSO
B ‘Mod 0°Z SN © YIM DBy B S31Inbal yanol pod! *(SN) 66E$ SI [SPOW POd! D91 343 pue (SN) 662§ S [3pow
2N01 POd! 908 SYL "YIUOoW Sy} 1238 3|gRJIBAR 3¢ 0} P3|NPaYISs S Ydnol podi Mau ay) Adjigejleay % Buldilg

"$?|IqowoInNe SN JO 1uadiad O/ J3A0 Ul AJIAIID3UUOD Pod!
pue sWwalsAs 1deads *S31105S320. SSauUll) ‘s9SED Buipndul pod!l 3yl 404 Ajjedijidads spew sdnpold 000'y JaA0
YIM SBLIOSSIIIB JO LWDISASOID ISBA B LWIOJJ 9SO0YD UBD SISUMO POd! "9IBLIS1UI J13SN UYIN01-3nw AIBuo(In|oAd.
® UM 4IN0) pod! YBnoiyiyesiq ayl pue HoegAe|d 03PIA YlIM OUBU PO4I M3U [|B 3|qIpaJoul au) {sBuos 000‘0F
01 dn Bulp|oy 215Se|D POd! ‘SI0|0D MIU Al U] B|3NYS POd! 9Y1 YIIM J9A3 dnaui| pod! Buildxa 1sowW sil pased|al
9|ddy ‘Aepo] "p|os uoljjiw 00| 49A0 Yum si3Ae|d disnw [eubIp jo Ajiwey Jejndod 1sow s, PIOM Y3} S podi YL

‘I4=1M 13A0 1l peOjUMOP pue Ang ‘Malnlid Ajareipawiwi

pue ‘a103s ay1 ul paAe|d Ajjusdad sey Jo Bulheid Aj3ualind sy BUOS 1BYM 385 UBD NOA "3101S JISNIA 14~IM SBUNL!
ay1 2zjub0d3J AjjediIBWOINE |[IM SBUN LI BUlUUNI JB JO Dd 10 ‘BUOYd! ‘YdN0] pOd] INOA ‘LUCIIEIO| DN
Buiyedidiiied e Jslus NOA UBYM "YIUuOW IXdu Bulliels sa103s sydonguels sn Bupedidiiied ug 934 404 9101S DISNN
[4-1M SBUNLI 3Y) SSIIDB 01 NOA SMO[[E JBY] $HINGIRIS YIIM JUSWIBIBR SAISNIXD U padunouue osje Aepol ajddy

*14-1M 49A0 SOBPIA 3QNINOA 831§ JO SUOI||IL 10j Yd1eds pue

9SMO.Q ‘SSIDIE 03 NOA SMo|[e Jey3 uonedijdde agn noA 3|qipaJau; s,3jddy sapnjdui 0S[e Ydnol podi "pasu noA
UOITBLUIOJUI PpUl) A[ISED pUR A]YDINb UBD NOA OS [DJBBSIUO jOOYRA PUB YDieds 9|600D Ul-1|INg S3PN|3UI J13SMOIQ
qam riejes syl “4abuly JnoA Jo dey e yim abedqam Aue ojul WoozZ 03 AYl|Ige 3YI UM ‘UD3S 9 0) JUBDW BIIM
Asyy Aem sy} sabed gam 33 UBD NOA ‘9DIA3P 3]qeliod B UO JDAD J9SMOIC IM PIDUBADPE ISOLL 3Y) ‘LIBJBS LM

*133ndwod 1noA yim ysnoy
pod! InoA duAs noA aw 1xau syl Aseiql| ssun]i 1noA oiul papeojdn Ajjediewoine aq ||IM peojumop noA Jisnw
3YL "14-IM 19A0 YdNO01 POd! JNOA OIUO A[3D34IP 331} NOA S3UO 3Y3 pROjUMOp pue aseydind uayl ‘aa.y 104 buos Aue

43003 pogt syeaup) 9jddy




N 9€:SS:T B0DT/Z/OL(P JO £) Y YINOIS0/60/L00T/AIeIqtl/10 /w00 a1dde mmanyj:dny

11810y
31ddy
ue 1USIA
‘(31ddV
-AW
-008
-0
101§
auluQ
ajddy
ay)

‘ S 1DBIUOD) *SPID4 SSY *SMIN 10H edew 1S eojuj aiddy o ’ doys

ased|oy ssald  oju|ssayy 0B

.

‘SIBUMO 2A1120dS3U JI0Y1 JO $HyJeWIPeRN 9g ABW Saweu 1dnposd pue

Auediuod 110 "3jddy JO SHIPWDPPLIY 3JB MO|J JIA0D) PUR SIUNLL '1IBIES 'DUCYJ! 'POd! ‘YSOIUIDBW ‘SO BN DB '0boj 8iddy ay) ‘s)ddy
ZP0T-£6 (301) e duld|aH BIP3W 5,3(ddy |[B 10 '2115qaM Yd §,31ddY USIA UONBLWIOJUI [RUOIIPPE 104 :SYOLIAQ3 OL 3LON

wod 3|dde@ieu

£289-¥/6 (801)
a|ddy

. S1419)] dijeIeN

wod-9|ddegiAewnaul
2261-t26 (80%)
9|ddy

JABWN3N wo]

1SIDBIUOD) SSAU

‘3u0ydl AJRUOIN|OASL SII UM JBIA S1Y) 19dJ4ew suoyd djiqow 3yl paiajud sey pue ‘siols
dUHUO saun] ) pue sidAe|d 03pIA pue disnw 3|geliod podi sil YIm uolnjoads eipaw (elbip syl bulpesyseads

Yanol pog; syraaun sjddy



Nd 9€:55:Z 8002/Z/01(¥ JO ¥) [UNYYINOISO/60/L00%/AreIqtyjsdpwioa-ddde smmamy/:duy

AJ1j0d AJBALI4 *BSN JO SWlial ¢
‘PaAJasal sybIL |1y dul 3jddy 8007 & 1 bliAdoD)
PENELEN

e
puty Jo
91015

4an01 pog; spaaup) ajddy




Wd £2:95:T 800Z/Z/01(€ 30 1) Wiy Podi60/p0/L00T/AIeIqy1dan0o ldde mmmyfdiny
ISOW S, PjIOM 3y 3 Bupjew ‘SIIAOW UOH||IW €| JSAO PUB SMOYS AL UO{|IW Q6 ‘SBuos uol||iq § g J19A0 P|OS
|lW 3Al J9A0 yuMm Bojered 1sabie|

SBY 101§ SAUNL] dYJ "SSIACW Q0 J2A0 pUB SMOUS UOISIA3|9} 0SE ‘sBuos uo

S,P|10M 3YT SAUNIEIS (WO SIUNI"MMM) 310)S SBUNLI YL "/ SIUNLI YIm uonesBalu) SSajweads sainiesy podr Alsa3

L BulIBAIIOW AJ[B3L ST SW YIM dISNW Al BUIABH *uns | uaym d1Snw 0) ud3sy| §, ‘uotdweyd

3dUBl4 3P JNOL AW(I-UDAIS ‘BUOIISWIY dDURT ples ,'9I3UMAIIAS W YIim podl Aw pue saoys Bujuunt Aw ayel |,

“ANAIIDBUUOD POd] 1340 A[3Ua.LIND s3jlqowoIne
SN |13poW-2002 40 1usd1ad g/ uey) BIOW pue ‘SwdISAS 13xeads 0} S3sSEI d|qeuoiysey twolj sbuel Jey)

pod! 3yl 10j Ajjedijioads apew $8110SS3DI 000y 4940 JO WRISAS0Id pajuspaddldun ue paxyseds osje sey pod! syl

L, BAIJB 19A0] JISNW B 3g 0) SUBIW 1 JBYM jO 141dS 3yl 1day Ssey adualiadxa pod! aya ‘pabueys sey disnw
Jo wnipaw 3yl ybnoyy, "1sueinb pue sonumbuos-136uls buiuuim-piemy ANINYYD ‘49Aely uyof pies ‘swnq|e
pue sBuos JO peaISul SI19P|04 PUB S3|I} AQ paul3p usaq aary pinom abe disnw [e16Ip 3yl ‘pod! 3yl INOYUM,

) . 0D NOA 2U3UMAIBAS NOA Yyum
J1Snw 3)1I0ARS INOA dxe) 0) Aem 1eaub e pue Ajljeuossad 1noA Jo uoIsuaIxa ue 5,31 “JsAe|d disnw e i1snf uey) asow
s1 podl, “1abuls Buiuuim-plemy AWINVYYD ‘961j8 [ Alely ples ‘pod! 9yl 310434 PIP | JeyM JagUawal 01 pey s,

_ eyl jo yued e 3q 01 pa||1aYy) 3J,@2Mm pue ‘disnw Joj uolssed
11343 3|pubias pliom 3yl punoae sjdoad jo suoljjiw pad|ay sey pod!, ‘03D s,2|ddy ‘sqo[ aAs1s pies ,'ssa2dns
3|qIpa4dul ue Ydns podl bunjew 10 219YyMAIIAS SIDA0] JISNW HUBYL 03 JUBM M ‘DUOISI|IW J1I0ISIY SIYL 1Y,

DISNW 419Y3 0) UISH pue 3beuew ‘dlInbdoe SIBA0] dISnWw

4O SUOI[[IW JO SUSI MOY PIWIOJSUBIY SBY POd] BY) ‘9101 JISNLU SUIJUO SBUN LI BY) PUB SAUN || UM Buojy 9|ynys
pod! JO suciiesauab om) pue oueu podl JO suoiieiausb om) ‘lulWw podt Jo suonelauab omy ‘podi jo suopessuab
aAl} BUIpndUl ‘S|apoW POdl M3U ] UBY) dJOW padnpouiul sey ajddy usyl d2uls pue ‘{002 J9QUWIAON

ul ‘obe SIEIA J|BY B pUB JAl P|OS SEM POd! 1s4ly 2y L "A101sIY ut aaAe|d d1snwi Bul||as 1531584 9yl pod! 3yl bupjew
‘pIOS U33Q SBY oPOd! YILO!jIW 00 L BY2 JBY3 padunouue Aepo} ¢d(ddy—/007 ‘6 |Hdv—eIiuio)eD ‘ONILYIdND

PIOS Spod! uoliiiin 00t

sabew pod!

PIOS spoq: uotiliN 001



Nd £2:95°2 8002/2/01(€ J0 T) tuny podiGOyy0/L00Z/ATesqyxdpuo>aidde manmy/:dny

SN 1221U0D *SP334 SSY *SMIN0H edejy 8lS eojuj 3|ddy

EREIENRICIR

. "SI2UMO aA11DA S JIBY JO SHIBWIPEN

3¢ Aew saweu 1anposd pue Auedwod JayiQ 'd|ddy 40 SHJBLI3PRN JUB SIUNJI PUB PO4! ‘YSOWIDRW ‘SO dBW ‘IeW ‘obo| 3jddy aya ‘9)ddy
"2v0Z-v£6 (80%) e duld)aH eipapy s,31ddy jjed 10 USqam Yd S,2jddy JISIA LonBWIOjUI feuoNIpPe JO4 :SY011a3 OL FLON

0588-v26 (80%)

wod 3jddegueybeucwud
9|ddy

ueybeuol aunslyd

2.61-v26 (80P)
wod-sjdde@iAewnau)

91ddy
. JAewnan wo|
1$32BIUOD) §5BUd

"3UoYyd! AJeUOIIN|OARS S1I LM JBDA Syl 19dJew auoyd 3|1qow ay) J9IUa ||IM pue ‘3401s

3uljuo saun]! pue sidAe|d 03pIA pue disnw djqenod podl SIi YIIm UOIIN[OASL BIpawW [el16Ip ay) Buipesyseasds
os|e s| ?]ddy ‘suoiedjjdde [euoissajoid pue 34171 pue walsAs Bunyessdo X SO ‘sdaandwiod Buluumm-pireme

S1 41M LOjIBADUUIL U] AJ3SNPUL BYI PE3| 0] S3NUL0D 3|ddy ‘ABPO ‘YSOJUIDB Yl YUM SO86 | 3Y3 ul J3andwod
jeuosiad ayy pajusaulal pue || 9)ddy 3yl Ylm S0L6 | 34l Ul UoiINjoAss Jaindwod [euosiad ayy panubi a|ddy

*21015 dIAOW pue A ‘dlsnw 3uljuo Jejndod

-008
-0
201§
auNuo
J[ddy
oy

doys

ojulssaiy B

s

PIOS spog1 w0ttt 001




N £2:95:T 800WT/OT(E 3O £) Ty podic0/p0/L00T/Aresquad urod-adde mmamyy:dny

A31]10d AJBALLd *3SM1JO SWdy *
‘pansasat sybul |1y "oup 3)ddy 8007 & IybLIAdoD)
'19||9591

e
pulj 1o
‘94015
eIy
o|ddy
UE 31514
'(37ddV

~AW

PIOS spoqt uotlity 001




N ¥5:95:7 S00Z/TOI(E 30 1) [WhY'3InYSOE/10/£00T/ATesqiiadmod-a(dde mmmyydny

‘spnqgJea

pue 0P 3[33NYS Pod! UB SIPN[dUI dINYS POdt *(SN) 645 104 SI9([953Y poazioyiny 9|ddy pue $3103s jie3al
s,9)ddy ‘(wod-3jddemmm) 31015 3|ddy 3yl YBnouyl apImpjom Aja1eIpatil] S|qe[IBAR Si 3|JINYS POl MdU dY |
A BlIRAY B BUdLI

"3UI|UO O3PIA PUB JISNLWI PROJUMOP pue aseydind ‘1aA0dsIp Ajjeb3] 03 S13sn de|y pue Dd 10j Aem
159Q 3Y3 S 31015 saun]] syl ‘siybu asn [euosiad Hupjeasgpunoib pue pod! yiim uonesbaul sssjwess ‘bulieys
1s1jAejd X1 ‘woddns Bunisedpod pajesbaiul se yans sainiedy buidsuold ‘asn Jo ases Arepudabs) s,addy yum

*2101s Jisnw |eybip Jejndod 3sow s, pliom Ayl woly
sBUOS UOI||IW 1NOJ JBAO JO UOI1IB|3S B WIOJJ 3SOOYD OF SIBLL0ISNI SMOJJE (L0 SIUNII"MMM) 101§ SDUN] | B pue
. SAUNLI UM Uo1IeIB3IUl SS3|WES ‘Alelql| dISNW J13y) woly sbuos Jo Jaquinu 3193413d 3yl SOUAS Ajfednnewoine

21N1B3Y ||140INY BALIBAOUUL ,SBUNLT PUR 0P Papn|dul 3yl YUM BN 10 Dd 113Y) 03 3)44NYS podl 103UU0d SI1as()

‘wngle mau e 03 bujuaisi] usym se yans 1apto ul sBuos 119yl 01 ualsly 01 Youms e dijy Ajdwils 1o Jeplo wopues
' Ul WIY) 01 ud1st| 0) SBUOS 113Y1 BYYNYS SI9SN SID| PUB ,dJif AId1IRQ JO SINOY g | 01 dn $34NJesy 3|4nys pod!

."Yyoeo Jo auo Ang ued Ayl
10 ‘S10]OD JUB]|[14Q AL JO BUO U] 3]}4NYS POFI 3SO0YD MOU UBD SUBY SN, "Buniadiepy 1nposd pod! 3pIMpIOMm
Jo juapisaid 3diA s, 9|ddy “eimsof Baun pies ‘saAed disnw |e1lbip s|qesedam 1SOW S, PlIOM 3YI SI d[JNYS podl,

‘62 % 15n[10) 510]0D DAl |[B U] B|GB|IBAR S| pUB
sbuos gtz 01 dn spjoy ‘Alowsw yseyy Jo 31Aqeb1b suo suleIuod 3|44nys pod! ‘ob Asyl assymAue sbuos a11i0ARy
JI9Y3 Jo XIw snonunuod e Aofus suey disnw &w_. Yorym aumesy ajyynys bunsauold s,3|ddy uo paseg "1aAd ¢pod!
a|qeleam Isow Yyl 3l Bupdjew ‘did> ul-3jing e yum ubissp wnujwnie Buluunis @ $34n1es) pue IdUno ue jiey isnf
sybBiam ‘awn|oa ui yout d1gnd e jjey 1snl sy 3)j3nys pod: ‘obe syjuow a1yl Juawdiys [eniul s} IdUIS SI3WOISND

YIM 1Y v "I9ApS [eulbLIO SY) pue abuelo ‘udaib “jurd ‘an|q 1SJ0[0 JURI|LIG SAl Ul 3|gE|leAR MOU S| J3Ae|d DIsnw
[el16Ip d|geIBIM 1SOW S, PlJOM 3Y] JBy] padunouue Aepol ¢3]ddy—/00¢ ‘0f Asenue(—eiuiojied ‘ONILYIdND

$10]0D juel|jlig 3Al4 Ul 3|qejieAy MON 3nys pod!

sabew| a4nys podi

SI0j0D JuBH[LF 3AL] UL [QRIIZAY MON 3)3jnys pod!



N $:95:2 800Z/Z/01(E 30 7) Y SINYSOE/ 10/L00T/Aresqutd o 2dde Mmanszdny

oseajay ssald ol ssayd W

*SIDUMO DAIIDIASDL 113YL JO SHiewapel] 3q Aew saweu

npoid pur Auedwod Jaya0 '3jddy 40 syJewape.] a1 31015 3jddy pue sauNLl ‘pod! ‘YsowudeN ‘SO JEW ey ‘0bo| aiddy ay) ‘aiddy
ZY0Z-v26 (80%) 18 2uid|3K BIp3py s,3|ddy [{BD 10 "311SqIM Y¥d 5,3|ddy 1ISIA UOIIBLUIO UL [BUOIIPDE 404 :SYOLIAT OL 310N

LSY0-¥26 (801)
wod3|ddegduowis
a|ddy

9dogd uouwis

2/61-v/6 (80%)
wos 3|dde@iAewnaul

9|ddy

1S)DBIUOD) SS3Ud

*3J01S JUI|UO SdUN}

pue siaAe|d d1snw 3|qenod pod] S} Ylm UolN|oAdl d1snw [enbip ayl bBuipesyseads os|e st a|ddy suolnedjdde
[euoissaj0.d pue 31! pue ‘waisAs Bunesado x SO ‘sisndwod yoogalou pue dopjsap Buiuuim-pieme

S1 YM UOlIBACUUI U] AJISNpul BY) ped| 01 sanujiuod 9|ddy ‘Aepo] "ySOIUDBW 3yl YIM SO86 | dY3 Ul 13Indwiod
[euosiad ay3 pajudAulal pue || 3|ddy syl Yyim sQZ6E | 3yl Ul UolIN|oAss J1aIndwod [euostad ayl pajubl a|ddy

“lualuod >D S9lleA

Aydeded jenide Buipodus Jyy sdgy-8z | pue buos iad Sa1nUIW INoy U0 paseq Si Aldeded DISNA "UORBWIO U]
210LW 10} S211933BG/ WO 3|dde mmm 335 "sBUIIIRS pue Isn Ag Alea $312Ad abieyd jo Jaquinu pue 3jl] Alaneg.,

"pIPUILWIOI

$1 UGIIDBUUOI PUBGPROI] B puB PaJinbal | SS33JB 12UIBIU| 493E| 40 Z°0°Z SIUN LI PUE (7 IBd 3DIAIIS)
JRLOISSJ0.d JO BLUOH dX SMOPUIM ‘(¥ Yded 3IAI3S) 000Z SMOPUIM pue 1od 0°Z §SN B YUM Dd SMOPUIM B 10
‘1918 10 Z°Q°/ SOUNLI PUB J318| 10 §'E°(Q | UOISIAA X ¢SO W PUB 1iod 0'Z 8SN B YUMm DB B Sa1inbal 3144nys pod!

$I0(0D) TUBHIHG 3AL] Uf ARIIBAY MmO 3LNYS PO




N $5:95:Z 800T/Z/01(E JO €) UBY-2LINYSOE/10/L00/Are1qil/ad/woo-3dde mmmy/duy

Ad1j0d AdeAlld %3S JO Swid) °
*paAIRSAI SIYBL ||y du) 3|ddy 8007 & WBLIAdOD
FENCE:Y
e
puyy 1o
'31015
11830y
9jddy
ue USIA
‘31ddV
“ANW
-008
-1)
31015
AuluO
oiddy
)
SN 1DEIUCD *SPId4 SSY *SMAN 10 edeiy aus eoju; djddy ¢ dous

$10{07) UBH{[UY 3AL] UL JQRIBAY mON 3[33nys Podt




Nd TTLST 800Z/Z/01(Z JO 1) [AYOUBUEQ/ACL/900Z/ATe1qY/1dAti0 3 dde manmy/:dny

viee-v.6 (80%)
woo sjdde@sawief
s|ddy

uljdoyog awier
1SJORIUOD SSAId

*9J0]S OISNW BULjUO SauNn | pue siake|d oisnw 8jqeHod pod! St UM UOHN|OASI DISNLU

1enbip ayy Buipesyieads osje s| ajddy ‘suonesdde jeuoissajoid pue ajl pue ‘waisAs Buieiado ¥ SO ‘sieyndwod yoogsiou
pue dopjsap Bujuuim-pIEME S} YIIM UOIIBAOUL] Ul AiJSNpul 89U} pes| 0} sanupuod aiddy ‘Aepo] "ysouPpew aul YIm sQgel

8y} u J8Indwod [euossad 8y} pajusAulal pue || 8jddy au) Yum QL6 L By} Ui uoinjoass seindwod |euosiad ayy payubl a|ddy

"'SOUN] | WOl paliajsuel} sojoyd 8|qemaIA-pOd! Uo paseq
s1 Ajoeded ojoud 'usju09 AQ ssliea Ajoeded jenjoe (Buipoous Dyy sdgy-gzi pue Buos Jad ssnuiw inoy uo paseq si Ajioedes
OISNJA ‘UOHEWIO)US BI0W IO} SalI8)eq/uio0 a[dde Mmm aag 'sbuljjes pue asn Aq Aea s81940 abueyd jo saquunu pue aj| Aleyeg ,

‘PapUAILICOA. S| UOROBUUCD puBqpROI] B pue pasnbal S| SS8o0B Jauisiu| "i8)e| 10 Z'0° saun i pue
(2 oed 991AI8S) [BUOISSBJOId 10 BWOH X SMOPUIM ‘(1 Y9Bd 89IA19S) 000Z SMOPUIM PUB Hod 0°Z GSN B UM Od SMOPUIA
- B 10 '18}] IO Z'(’ L @S8UN]| PU. 18]e| IO §'E 0L UOISIaA X @S0 9B Pue Lod 0'Z §SN B Yim @OB|A B salinbas ouel pod!

Loeghed saup-diys Ajgya|dwod
pue ajl} Aisleq Jo sinoy g 0) dn sainjea) oUBU pod! uojelausl puodss ay] "s|qed 0'z 9SN & pue ‘Ajjenb punos pue
1} ‘pojwod Jouadns Buipiacid ssuoydpesy pngiea paubisapal apnioul ${8poW OUBU POd! ||V "PUaNeaMm Siy) s810)s ()8l §,3|ddy

u} pue Aepoj Bujuuibaq ?coo s|dde" MW} @9J0)S ajddy au) ybnouyl ajgeteae aq [m A3y (LDONAONHJ) OuBlU pod! §98 msu 8yl
Aiiqejieay g buidug

-TOS PAIUOT MM JISIA aseald (Q3Y) INOge UOHBWIOJU] 8J0W JO4 "S8LIUNOD LE | Ul swelboid

£9¢ Uel a1ow 0} (SN) uoljiig Z'G$ pPeRiwwWod sey pun4 [eqo|s) sy} ‘ajep o] ssibajens usaup-Ajieooj Bujpoddns AQ pssu
1s81ea.b jo seale 0} S92IN0SAI BSOL) 1084Ip 0} pue ‘saseas|p Buneiseasp Jsow s,pUOM au) Jo saJyy by 0} seainosal asealoul
A||eonewep 0} ‘UBUUY IOy |BISUSD AIB18I08S NN PUB SJapes| s,pliom ay) Jo Hoddns ay) Uiim ‘200z Ul Pays!|qelse Sem elLejey
pue sisojnolagn] ‘saiv ubi4 0} pund jeqo|S 8y ‘sjonpoid papueiq Ajanbiun axew o} ssjuedwod o1U0I! JSOW S,PIOM 8L}
m:_zwm Aq eouyy Ul sV 1surebe Jyby auy ul ssauisng sbebus o} Jeauys Agqog pue ouog Jebuls pes| zn Aq pajesso sem (QIy)

. asneo juenoduwy siyy Buoddns uy 8910yd Jayjoue 194 aAey siawoisno os ‘sbuos 000’2
1o} yBnous ‘Ayoeded JO §DHY YIIM [9POW PUOISS B PPE 0} Pajjuy) 8J,9\, ‘Buneyiey 1onpoid podi SPIMPHOAA jO Juapisald aoiA
s,3|ddy ‘yemsor Baio pies ,'speyd ay) 4o usaq sey uolipd jeads 3y (10NA0Hd) OuBU pod! 8y} 0) asuodsal sswosny,

"BOUJY Ul SAIV/AIH Wby djsy o pund {eqoi9 ay} 0} 3 (LONAO™d) OUBU pod! yoes jo 8jes auj Wwoy 0L $ 8inquiuod [im siddy
‘uBisap 1yBi; pue uly} A|gIpaloul UB pue [8aYA X110 eAlleAcuul s,8jddy ‘)l A18)eq JO SINCY HZ 21MES) PUB 8JNSOjoUs WNUiLNe
pal Jnjneaq e uj 8Wod sjapow yjog ‘661§ 18 paoud [apow gop ay) buiuiof ‘6¥Z$ 104 8jqejieae si pue sBuos 000'z o3 dn spjoy
uonipg [e19eds a3y (LONAOX) duBU pod! §Og mau 8y “puewsp Jswoysnd Buipuelsino o} ssuocdsal uj uolp3 [e1oads g3y
(LONQO¥d) ouBu @POd! 8y} JO japow g8 mau e paounouue Aepo) @8|ddy—ge0z ‘¢ 4equianoN—eIuIo)ieD ‘ONILYIdND

uonpd |e1oads a3d (LONAOYd)
oueu podl! JO |[9POIN g8 MaN sadunouuy ajddy

vonipg [e1ads g3y (1ONA0U) Ousy Pod! JO [9PON §D8 M3N ssaunouuy ajddy




Wd ZZ:LS'T 800T/T/O1(T 3O T) Mny ouruE(/A0u/900z/Areaqusdauoyaidde mmay/diy

Aojjod Aoeaud >

asM joswie] -
panigss. siLbu |y aur aiday §90¢ Em:

‘21018
leyey

S .o *

spead oSy © ol
SMON 10H * wmﬂ_ﬂw

g « m_.aa<
Ojuy 3iddy L

aseajay ssaid oju|ssald P

]

'SI9UMO aAngsdsal IBUY
JO sy:ewapel) 8g Aew saweu pnpod pue Auedwod JsiQ "aiddy JO SHIRWSNERI) BIE SBUN | DUB PO 'USOJUDEN 'SO 28y 3B ‘080 olddy auy "elddy

"2y02-+.6 (80¥) 18 sundiay epapy s 9ddy [|£2 0 "BISqEM Hd $,81d00Y 1iSIA LONBULIOJUI jELORIPPE 104 ISYOLIQS OL 3LON

¥929-v.6 (80%)
woo sjdde@sujeuip
a|ddy

Sulep Youaqg

uonipg [ersads ATy (LONQOYd) OUBY POd! 30 [3pOJN D8 M3N saaunouuy sjddy




Wd LELSIT S00Z/ZO1(T 3O 1) [WBY 3UINYS | £490/900T/Aresqiy/ad/wod aidde mmamyy:dny
1530BJU0Y SSald

'810)s 2isNW aujjuo saun (| pue siake|d oisnw ajgenod pod! S} YlIm UORNIOAS: O1SNu

1eybip sy Buipesyiesds osje s| oiddy ‘suonjesijdde jeuojssajoid pue aj171 pue ‘waysAs Buneiado X SO ‘slieindwiod ¥oogsiou
pue dopysap Buluum-pIemE S} UlIM UOIBACUUI Ul AJISNpul 8y Pes) 0} sanunuod aiddy ‘Aepo] ysojuioel su) Yim SO861

8y} Ul Jayndwios jeuosiad sy pajusAuial pue || a1ddy ay) yim $0.61 8Ul Ul uonnjoasl 19indwod [eucsiad sy payubi ojddy

‘Jusuod AqQ salea Aoeded [enjoe (Buiposud Jyy sday-gZ| pue Buos Jad sainuiw Jnoj uo paseq st Aloedeo
JISN "UONJBLLIOJU} BJOW 10§ SalIa)eq/wod s|dde mmm aag "sBumias pue asn Aq Aiea sajoAd abieyd Jo Jaquinu pue aj| Aleneg ,

‘papPUSLILLIODAS Si UOIDBULID PUBGPEOIG B PUB PaIINDaL S SS8J0B 1auid)u] "18)e[ 10 20
saun | pue (g 3oed 99IAI8S) [BUOISSJOIH 10 BWOH dX SMOPUIM ‘(¥ %0Bd 80IA18S) 000Z SMOPUIM PUE Hod 0°Z §SN B UM Od
SMOPUIAA B JO 18)e| 10 Z°0°/ SBUN ]| PUB 18}e} JO §'C'0 ) UOISIBA X @SO e pue Hod 'z 8Sn B Yim OBl e sauinbai ajynys pod!

"¥OOp 8|NyYs podl ue pue ssuoydpesy

pngJes sapnjoul 8|NyUs pod! (luod ajdde'mmm) a.10)g ajddy au) ybnouys agnys pod! sy} Japio ued sawolsnd (SN) 6.$
10} s19|jsay pazuoyiny a|ddy pue sa.o0)s |Iejal s,8|ddy ybnoayy Aepu4 siy Buiuuibaq sjge|ieAe aq jim aynys podi mau 8y,
Aqejeay g Buiold

"8U||UO 08PIA PUB DISNW PROJUMOP PUE 8seyoind ‘1aA0osIp
K1ebs) 0y ssosn Dd pue o J0j Aem }saq auy) s| 810)g saun]| ayy ‘sjybu asn [euosiad Buneaiqpunoib pue pod! yim uonesbaiu
ssajweas ‘Buieys jsiAe|d xian ‘Woddns Bupseopod pajesbsjul se yons sainjesy Bussuold ‘asn jo asees Atepusbs) s,8|ddy UNAA

*8103s oIsnwi |eybip

lejndod 1SoW $,ploM 8U} WoJ) SBUOS UOI|[IW G'E J8A0 JO UOIJOD|8S B WOJ) 8SO0UD 0} SIBLWOISNO SMO|[E (LU0 SSUNY MMM) B10}S
s$aun|1 8y} pue ; @saun] ypm uonesbejul ssajweag ‘Alelq) sisnw Jiay) woly sBuos jo Jaquinu jospad ay) souAs Ajjeonewoine
2.n}ee} {[140INY SAIJBAOUUI ,SBUN] | PUB ‘FOOp PSPN|oUl 8Y) Yim Od 10 @B JI8y) O} 8JnYS pod! MU 8Y} JosUU0D Siasn

‘wingje mau e o} Bujuaysi} uaym se yons ‘Japio uj sbBuos sy 0} usisi| 0} yoyms e dijy Ajdwis
10 Japio wopuel e u] sbuos Jisy) Aofus ued siasn ‘0B Aay) aiaymAue sbuos o)110AL} JjBU) JO XiW SNONURUOD B dn aAISS Sue)
oISNW $}9] YoIym ainyes) ajynys buussuold s,81ddy uo paseq s pue ,aji Aus)eq Jo sinoy Z| 0} dn Sainies) s|unys podi mau 8y

SNy ebny e aq 0} Buiob s it adoy em pue ‘puoAaq pue uosess Aepiioy sy}
10} SpOd! 0 dnaui mau-|je 1no sa}8|dwod 8|yNYs pod! mau ay] , "Bulieyleln 1oNpold Pod! SPIMPLIOAA JO Juapisaid aoiA s 8iddy
‘Semsor 535y ples ,'JaA8 pod] 3|qeieam 1SOW 8y} S| SiNYS podl mdu ay; ‘difd ul-}ing pue ubisap joedwos-e4|n sil YIIAA,

‘6% isnf e paoud s pue ‘sbuos opg 0} dn

spjoy yaiym Aiowaw yseys jo a1Aqebib auo SUIBJUOD 3|YNYS PO MaU BU] "J8AS POd! d|qeieam jsow ay) 3l Buiew ‘dio ui-y|ing e
Yum uBisep wnujwnje jJBWiUL B S8INjes) PUB 8ouno ue jjey jsnf sybiem ‘swn|oA Ul youi 21qno e jjey isnf st siynys pod| mau ay}
‘[leuiBlO 8y} JO 8zIs 8y} jBY AlJeaN '€ Jaquiano ‘Aepld Siy} sisjjasey pazuoyiny @o|ddy pue sai0}s |iejal s,8|ddy ul ajqejieae
aq |[im “Jafe|d oisnw [B}BIP }S8]|BWS S,PlIOM BU} ‘BIPNYS @POd! Mau s,8]ddy—900z ‘| € 18qo00—elulo)ied ‘ONILYIdND
19A3 POdl ajqeleap) 1SON

Aepli4 siyl apIMplIOM\ @jdejleAy d]}inys pod! maN sa|ddy

§a8beUl a[Nys pod!

Aepi] SI{L IPIMPLIOM S[QRIIBAY AL04S Pogs maN §,2ddy




Wd LELST S00T/T/O1(Z JO T) MMy 31330y 1 £A30/9007/A5eiqripd w00 a1dde mmayr:dny

Aoljod AoeAud -

asn joswial *

A e
dud ' iapjesed

. neaesal sjubu 1y 24; 31dd

81018
N 1e1ey

s joBjuey ° e

speaj SSY * Lo b
SMaN 10H S8

auuo
dep aus - aiddy
ojuj 9yddy *

Gs

asea|ay $sald ojuissaily B

4

'S18UMO BALDadSDs JIay)
10 sy.ewaepes] ag Aew saweu yanposd pue Auedwod JaylO "e:ddy JO SHIBWSTEI, AJE POd! PUB S8JN | 'USOJUIDE 'SO JBW 'Oen ‘0Bo; gjddy auj ‘o|ddy

"Zv0Z-v.6 (80%) 18 sudiaH elpei s,3|ddy (|22 1o 'SISqeMm Hd $,8/ddY §iSIA UOIBWIOJUI |BUOHIPPE 104 ISHOLIO3 OL 410N

woo s|ddesutewip
¥929-v.6 (80%)
a|ddy

Suleiy Youag

w00 s|dde@sawie]
yLEC-v.L6 (80Y)
a|ddy

ujydoyog awiep

AepiLd SIYL OPIMPLIOA, DIGEIIEAY 3[34NUS pogy may s,a1ddy




INd 0:LT:E 800Z/Z/01(Z 50 1) WY PRIE1190/9007/Areaqiiadawod didde mmay/:duiy

'SaUN | | WOy PaLIsjsuel) sojoyd 8|qBMSIA-POdi UC paseq
s1 Ayoedes ojoyd ‘jusjuod Ag sauea Ajioedes [enjoe Buiposus Oy sdgy-gZL pue Buos Jad sajnujw noj uo paseq st Ajoedes
2ISN\ "UCHBULIOUI S10W 10} Salla)eq/woo ajdde'mmm aag "sBuies pue asn Aq Aiea sajoAo sbieyd jo Jjequinu pue 8yl Alsleq ,

"PSpUBLULLIODSI S] UONOBUUOD PUBQPEOI] B PUB paJinbal Si SS300. Jaulsiu] *18}e| 40 0/
$8UN LI pUE (Z %0Bd 9OIAI8S) [BUOISSBJOId 0 BWOH dX SMOPUIM ‘(1 %0Bd 80IA18S) 000Z SMOPUIM Pue Hod 0°Z 8SN € Yim Od
SMOPUIAA B 10 L18Je| 10 0"/ S8Un || pue Jaje| 10 §'C Q) UOISIBA X ®SQO dBA PuB Hod 0'Z SN B UM @JIBI B Salinbsal oueu pod!

‘(8N) 52¢ 104 Yluow Jxeu (WO s[dde mmM) a10)S s|ddy 8y} pue salols

lleyed s,9/ddy yBnoJy; ajgerieae aq [im pied Yib g3 (1ONAOXd) seunyi 8yl ,Moeqhed ssy-diis Ajeis|dwod pue aji| Aisjeq
JO sinoy $Z 0} dn sainjes) ouBU pod) uoyeiauab puodas ayj ‘3|qed §'Z gSN € pue ‘Ajjenb punos pue Jij ‘Uojwod Jouadns
Buipirosd ssuoydpesy pngies paubisspal apn|oul Sj9pow OUBU pod! ||y “([Ued ajdde MMm) @3401S 8|ddy ay) pue sa10)s
leyou s,91ddy yBnouy) (SN) 661$ 40} [SPOW GO B Ul SpIMPLIOM B|GE|IBAR SI UOHIPT [B108dS 03 (LONAO¥™d) Oueu pod! oy,
Aunaeqieay g Bujoud

‘wod pauiol

MMM JsIA asea(d (QTY) INOge UOIIBWIOjUl 8J0W 104 "S8LIUN0D L) Ul swelboid £9¢ uey) eiow o} (SN) Uollfiq Z'S$ Pajiwwod
sey pun4 (eqojo) 8y} ‘ejep o] ‘saibajess usAup-Ajjeoo| Buipoddns Aq pasu 1s8jea.b Jo seale 0} S82IN0SaI BS0Y) 108.ip 0} pue
‘soseasip BulejseAap Jsow s,ploM 8y Jo 834y} 1ybly 0} S80IN0sal 8seaIoUl AjjEOnBWEIP O} ‘UBUUY HOY [BIOUSS) AlBjaIoes NN
pue s1apes| s,pl1om 8y} Jo Hoddns sy} YIM ‘Z00Z Ul PAYSIIGRISS SEM BLE[EJ\ PUE SISOINoIaan L ‘SAIV 1BI4 0) pund [eqojO ayL

JBOLY Ul SV 1noge yuiy) ajdoad Aem ay; abueyd djay pue
aAnenIul Juepodw) AjgIpaioul UB 0} 8)NQLIU0D O} Wes) siY} pue (3Y) ‘ouog Uiim }Jom 0} paiouoy 81,8, ‘03D s,91ddy ‘sqop
6AS)S pIBS ‘Bl swies ay) je plom ay) djay o} Bujyjawos op pue plom ayj ul Jake|d oisnw }seq ay3 Ang UBD SISWOISNO MON,

Jsieak 009 U SISO yyeay 1sajealb sy} ‘eoauyy ul Qv isuiebe by ayy ul Ananeaud Jisy) pus) o) Buijim aie jey)
S8IUBdWOD WOJ) JUSWILIWOD JO [SAS] 8|qIP8Joul SIUY} 98s 0} [napuom s, "(G3y) JO 18punoy-00 ‘ouog ples "oy ul SAIV/AIH
Aq pajoaye uaip(Iyd pue uawom d|sy pue cueu pod! paJ B Anq 0} 8210Y3 8y} S1awojsnd sy} Bulab si 8|ddy jey) o1e}sOD 8l 9\,

"YluoW }xau S$aI0]s auljuo pue |iejas s,9|ddy je sseyoind

10§ 8|qejiene pied Y6 Q3d (LONAOYUJ) @saunyi 62§ e 4ayo osje |im o|ddy "eaiyy ul SAIV/AIH 4By disy o} pund [eqoiD ay

0} 34 (LONQO¥d) OuBU pod! yoes Jo ajes ay} woyj 0L $ 8Inquiuod [im o|ddy ubisap ybil pue uiyl Ajqipaloul Ue pue [88UAA
%0110 sAneaoul s,8iddy ‘o)l AI8}iEq JO SINOY {Z SINJEs) PUB SINSOjOUS WNUIWN(E Pal |Njinesq e Ul $awod g3y (LONJo¥d)
OUBU POd) 84 "BOUIY Ul SAIV/AIH Aq pajoaye uaipjiyo pue uswom oy swesboud puny o) pund |BQOID 8y 0} Ayoauip

s206 sjonpoud asey) wolj syyold sy Jo uojpod y “sjonpoud pspueiq Ajenbiun exew 0} seiuedwod J1U0J) JSOW S,plIOM By}
Bumeb Aq eaupy Ul SQ|Y 1suiebe Jyby ay) ul ssauisng abebus o) JaAuys Agqog pue ouog Jabuls pes| Zn Aq psajeaso sem (Q3y)
‘uonipg |enads gIY (LHNAOYHJ) OueU @Pod! 8y psounouue Aepo} @8)ddy—g00z ‘€l 12q0}00—eiulojiied ‘ONILYIdND

sSqalv 1ybi4 01 pung |eqo|H 3yl 0} pajnqLiju0) spaadolid jo uoljod
uonp3
le1oads d3d (LONAO0Yd) oueu podi sadunouuy 3|ddy

$8PEeWw] OUBU Pod]

uonipg feroadg AT (LONAOYd) OURY Pog! ssaunouuy ajddy




Wd 0S:L1:€ 800T/T/01(Z 30 T) UnY P3IE1190/9007/Areaqryadauoasidde mmmy/dny

: Aoljod AoBAld

asn joswuay ¢

‘pantasol s1ybu | v oul aiday §00Z <. o9

13)j9s81

e

SIN)Ita]

8101Q

eyey

ojddy

Ll USIA

SM VBWLOY ¢ (3 |ddV
“An

spee4 SSY © ' ‘GE.U
SMBN 10H * s.1018
auluo

dep eug = o1ddy
a4

oju] 9|ddy ¢ doug

aseojoy SS91d opujssald B

)

'SIBUMO BApadsal 18yl Jo syewspen
8q Aew ssweu npoud pue Auedwod JayiO "ajddy jo iewapel) sie a10ig aiddy pue SauUN L1 'pod! 'USOILIDBN ‘SO JBIA 'OBIN ‘oboj aiddy au) ‘aiddy

‘2v02-v26 (80v) 1€ sundisH eipapy s,8]ddy (180 J0 ‘BIISAEM Yd S,2|ddy JiSIA UONBULIOJU! [RUORIPPE JO4 'SHOLI0F OL 3LON

wod Idsuqopsuimidp
yE87-+58 (01€)

(@3y) 4o jieysq uo ONg
pisumid BnoQ

woo s[dde@Aeuinauy]
2461-v.6 (80Y)

addy

JABWNSN WO |
1S]0BJUOY SSald

*810]S DISNW BUljUO saun | pue siafe|d oisnw ajqenod pod! I YIM UCHN|OAS. oisnw
[enBip ay; Buipeayleads osje s ajddy "suoljesydde |euocissejoid pue aji7! pue ‘waisAs Bupeiado X SO 'sieindwod yoogajou
pue dopisap BulUUIM-PIEME S} Uiim UOllBAOUUI U} ANSNpul 8L pesj 0} senuijuod aiddy ‘Aepo] USOJUIDBIN aU} UIMm S0g6L
ey} u) Jeyndwod [euosied ay) pajuaaulal pue (] 8|ddy syl yim 0261 Syl Ul uopnjoas Jendwiod jeuosiad auy payub) ajddy
uonipg [e10eds AN (LONA0Ud) oury pod! sadunouuy ojddy




Wd 0€:81:€ 800T/Z/O(E 30 T) iy Sxugg/Aew/g00z/Aresquyadwod aidde mmayydny

Aajod Adenaud ~

asn josuial ~

‘panesal siLb adp ity gong e L IAID:
panesal siubu |y "Zup apday 007 ._w__mm&

‘21018
lleley
addy
SRRIEN

sM 18wy > (ATicd

spead SSY * ¢
SMON I0H * WM‘__Or_aw
“omer oy

ddy * .

9ses]oy $S9ld  ojuissald B

2

'$I19UMO BAll0adsal JjaY) JO SyIBLLISPET}
aq Aew saweu 1onposd pue Aurdwod JeylO "aiddy Jo siBwWapeS die 84018 8jddy PUE SaUN || ‘POd! ‘USOJURBYY ‘SO e OB ‘0bo} sjddy ay) ‘ajddy

Zv0Z-v.6 (80p) 18 8uydiaH eipsiy §,3(ddy (|20 10 "BISGEM Hd S 9iddYy IsiA LoilewIojUl [BUCIIPPE 104 (SH¥OLIQ3 OL J1ON

woo a|dde@ieu
1189-v/6 (80%)
ajddy

EITEN RSN

wioo 8)U@)|INCYS UoUUEyS
L1G2-2€5 (£08)

aIN

|noyg uouueys
:S}oeJUOY SSald

‘auluo seun] | pue siaAeid oisnw ajqepod podl Si Yiim UcHnjoAss oisnw

[eybip ay Buipeayseads osie s| a|ddy ‘suoyeoldde jeucisssjold pue sy pue ‘weisAs Bupesado X SO ‘siendwod yoogajou
pue dopjsep Buiuum-pIeme si yim uoieAouu| Ut Ajsnpul ayj pes| 0} sanuiuod alddy ‘Aepo "USOJUIDBIN 8y} Uim SO86 |

ay} U Jandwos [ruosiad ayj pajuaAulal pue (| 8jddy syl yum SQ/61L @yl Ul uoinjoass Jaindwod jeuosiad ayy pejubl siddy

"Jeuuey |1B}al anjeA ey} Joy |aledde

pUE JRSM]O0) D)}8|Uie SIeNJEW pue sublsap ysiym ‘D77 dnois spuelg J8}exXT PUB S1I0SSIDJE pue |aledde ‘Jesmioo) lAisayll
UINOA pue spods UoRoR SaINGLISIP PUE SiaxIEW ‘SuBisap yolym ‘077 jeuciBuIalu| ABJINH 'S8LIOSS800B PUB S80S |BNSeD

pue SS8Ip BUY SAINQLISIP pue ‘siaxJewt ‘subisap yolym ‘ueeH sjoD ‘uswdinba Asxooy jo ojnguysip pue Jsubisap Buipes

e "ouj A8%00H )N Jeneg ‘Selosseode pue |asedde ‘Jeamjoo) JliaUse SSINGUISIP PUB Sle)IBW ‘Subisap Yoiym ‘"ou| 8SIaAU0D
SPN[OUI SBLBIPISGNS 8YIN POUMO AJJOUAA “SBIIAIIOB SSBL)Y PUE SHodS JO AJSLIBA SpIM B IO S81I0SS800. pue Jusiudinbs ‘jaiedde
‘Jeamj00) O33|Yle O1IUBLINE JO JoINGL)SIp pue Jajesiew ‘Jaubisep Buipes) s,plom auy) s uoBalQ ‘uoueABag JBBU PaSE] ‘Ou| ‘84N

podi+aiN yaune o1 dn weay aiddy pue axix




Wd OF'81:€ 800Z/Z/OL(E 30 €) funy sxrugz/Aeuy900e/Areiqrysduod-didde mmemyydny

POdI+NIN Ydune 03 7] urea) ajddy pue axyin




Nd £1:61:€ 8002/T/OT(E Jo 1) [ty oueupodi;¢/dos/s00z/Areiqrdauod ddde mmmyy:duy

10} S10]00 JUSISYIP BAY Ul SBGNL OUBU PO J0 185 B pue (SN) 62$ 0} 0P (SN) 62$ 404 Yora $10j0d dAY Ul spuequuie ‘(SN) 6€$
1oy sauoydpeay pieAueq :epnjoul saoud |1ejas paysabbns BuImolio) 8 Uim OUBU POd) 104 paubisap saliossadoe jeuondo msN

'slapndwod SMOPUIA PUE OB 10} SBun i

UM QO B PUB 8|qeo °'Z gSN B ‘seuoydpeay pngJes apnjoul S|9pOW OueBU podi ||y "SJajjesay pazuoyiny 8jddy pue seios
jie184 s,8)ddy (WO a[dde mww) @108 aiddy ay) ybnouyy ‘Ajeancadsel (SN) 661$ PUB (SN) 6v2$ J0 8oud |lejal peisebbns
e 10§ AjojeIpatuwll 9pIMPLIOM B]GE||BAE 812 SMOPUIAA JO DBJA} O} OUBU POd! JO S|apOW %oe|q puE 8}ium g9 Pue g9 ayl
Aige)ieay 3 Budud

‘suonesi|dde %00] Usalds pue ¥o0[o plom ‘Yojemdols

MaU SE [jom Se ‘yoeqgheid sauy-diys Alare|dwoo pue a8y Aisyeq sinoy ¢ 0} dn Seinjes) OUBU pod! “I0jod |ny ul saweb Aeid 10
smoysapijs ojoyd maia *aisnw Buikeid sjiym Le wng|e Ae|dsIp O} S18SN SMOJ|E OUBL POd) ‘U8aIos 1000 uoinjosau-ybiy ‘Buuunys
SH YN "0'Z 8SN Buisn 18induwod SMOPUIA 40 @OBIN B ojul paBibnid si oueu pod) Jeasusaym 8jep-0}-dn } a9 pue oueu pod!
0JUO S}SEOPOL J0 sojoyd ‘uois}joo disnw [eybip s Jasn e speojumop Ajjesijewolne jey) ABojouyos) sukg-oiny Buipuad jusjed
s.a]ddy sepnjou) ouBU Po4! ‘xogexn[ oisnw [enbip saun |1 du} PUB 8101S SISNIA SaUN I 8y} Yim uoneubalul sssjwess Bulinjesa

“JBD 8y} Ul JO swWoy Je aousuadxs
2I1SNW 3jqIpasoul Ue 10} siajdepe Jed pod) pue siexeads oaua)s awoy Buipnioul ‘pod! 1o} padojaasp s8l0ssadoe 000°L 48A0 JO
aBuUEJ apim B UM A|SSBIOHS YI0M O} Ji BuIMOje ‘lUjW PO! PUB POJ! B} SB J0JO8ULI0D %00p UId-0¢ SWES 8U) S8injes) oueu pod|

'f10SS900. Sp0ds pue uolysej ajewiyn sy} se

OUBU pOd! 118Y) Jeam 0} S1asn moje ueaib pue pai ‘ang Huid ‘Aeib u s|qejieae spuequue [euoldo “[eaum o110 ay Butpnioul
suonouny |[e jo uonelsado jiny Bulgeus sjym Buises Jeays e ul uonosjold a|qeuociysey siayo Jesjo pue usalb ‘eniq ‘sjdind yuid
Ul S8QN ] OUBU POd! 4O 18S [BuORdo ue ‘S10[00 Yjim oueu podi Jiay) azijguosiad o} Buioo] siewoisno 1o 'sa|qed suoydpesy
BuijBuEP JNOUNM ¥O8U J18Y) PUNOIE OUBU POJ! 118y} JEM UBD SI9sN 0s ‘pieAue| ay) oju) se|qeo auoydpesy sy} ajesbaju) yoium
‘souoydpeay pieiue| Buipnjoul saL10ssa208 [2UONdO Sa1NJES) OUBU POJ! 8} ‘Jane pod! 8|qeiesm pue 8|qeuolyse) jsow ay]

‘0B noA alaymAue Jo Bunwwos

‘Buljeae) ‘19 ay) Ut ‘WAB sy} 0} ouBU POd) 8%E) 0} Ases J) Buijew 18x00d jsajjews ey} usae ojul sl ubisap sjgepod-en|n sy pue
‘uoneBireu pspuey-auo ‘asioaid o) [93YA ¥ONID dAleAouUl s,8(ddy sainies; oueu pod! ‘sBuos gog 03 dn spjoy ouBu pod! §92
auy pue sBuos gQQ‘| 0} dn SpIoyY ouBU pod! GO SUl—S|SPOW OM] Ui SBLI0D OUBU POd! ‘'s8ouno G'| Ajuo Buiybiam pue |1ouad
Z# piepuEjs B UBY) Jauuly] “8sn Jo ases pue Ajoeded abeiojs ‘ubisap aaleAOUUL JO UOHBUIGUWIOD JoBad By} S| OUBU PO

J1odew .o_m_._E a|qenod aJnua ay) Joj sajni ay; abueyd oy Buiob s ) pue ‘azis |lews Ajqissodwi ue
Ul pod! panjesy-|in} B S| ouBU pod!, “03D S.8]ddy ‘Sqor 8As)S pies ,‘pod! (BulblO sy} 8ouls uonn|oAsl 1s9661q ay) s| oueu podi,

‘suBisep 98|q JO ayym Bujuunys uj 8|qe|leAR S[8pow Yiog Yyum ‘661 $ isnl

Je paoud [apowr goZ B pue 6yz$ 1Sn[ je paoud [apow gop B Ui Ajl9)eIpsluwl 9|qe|ieA. s OUBU POd) 8L "80IAI8S disnu [e)lbip
BUO JBQUINU S PHOM U] ‘801G JISNN @SBUN LI Y} YIIM A[SSSjLWESS SHI0M OUBU PO "sojoud 000'GZ 10 sBuos 000°L Pioy 0}
Aunige sy pue [9aup %0110 Buipued jusied s ajddy ‘Usa.os 10j05 snoabiob e yym ubisep jyblamiybl) ‘a|qepod-e|n ue salnjes)
oueu podl 8y "siake|d aanadwod Jo 8zis 8y} ey uey) Sse| pue (Duad zZ# piepuels B Uey) Jsuuiy; st 18 sbuos 000'L spioy
1BU) PO Painiesj-{in} AJBUOHNjOASI B ‘OUBU @POd! 8Y) peanpoul Aepo} @8|ddy—g00z ‘L 12quisldaS—OOSIONYY S NVS

oueu pod! saonpouju| ajddy

SBDEWI OueU podl




W £161: 800U/ZI0 (€ 30 £) funlyouzupodi 0/das/S00z/Aresqrysd/uodaldde mamyydisy

OuBl podi saanpoyu) ajddy







Your iPod, my Polaroid - Print Version - International Herald Tribune

INTERNATIONAL

Herald @ribnne

Your iPod, my Polaroid

By Elsa Dorfman
Monday, January 12, 2009

MEANWHILE

My love of Polaroid began in 1962 when | met the photographer Nicholas Dean at the Grolier
bookstore in Harvard Square. He worked at Polaroid as a technical researcher, and part of his job was
to test new films. On his lunch hour and after work, he would drop by the store, then as now a
destination for poets, and take pictures of anyone who was hanging around. They were black-and-
white photos. Peel apart, with a stick of preservative to fix the image from the ravages of light.

In 1964, | moved into an apartment building where a Polaroid original, Dr. Cutler DeLong West, who
started to work in crystallography with Edwin Land before Polaroid was even called Polaroid, lived on
the first floor. West rode his beat-up bike to Polaroid every day, ate all his meals in the company
cafeteria, and exuded the Polaroid legend of mad scientist.

The Polaroid camera was my generation's iPod, our BlackBerry, our GPS, our Kindle - that piece of
technology that wows and then becomes an extension of the hand. And Dr. Land, always called Dr.
although he didn't have his PhD, was our Steve Jobs. He was a brilliant scientist who got Ansel
Adams, Marie Cosindas and Walker Evans to use his instant cameras with panache.

In the late 1970s came a huge technological innovation: color instant film and a new model camera
that was designed for it, the SX70. The seventh wonder of the world, many called it. The film pack had
a battery in it so that the camera could eject the image from the film pack. And there was nothing to
peel apart. The picture developed in its thin packet within 60 seconds. The camera folded up flat.

The camera | still use, the refrigerator-sized Polaroid 20-by-24-inch Land Camera, was made to show
off the charms and possibilities of the new color film. Land wanted to see how big he could make an
instant camera. Getting the chemicals to spread evenly so as to transfer the image, from the negative
to the positive, and to develop in 80 seconds, was a technological tour-de-force.

My love affair with the 20-by-24 was instantaneous. The color of the film | used, called P3, was soft
and the images seemed three-dimensional. | loved the gravitas of the camera and its simplicity: really
a grandly enlarged cereal box with a hole in the front to let in light, and the Polaroid transfer
mechanism in the back to catch the light. And there was something mystical about the fact | had to get
on my knees to manually pull the packet of negative, chemical pod, and positive out of the camera.

And then the world shifted. Polaroid announced recently it would no longer manufacture instant film.
No two photographers can get together without talking about Polaroid. What happened?

It's hard to get past the disappointment and anger - the harsh reality - that Polaroid film is gone. It is
beyond belief that Polaroid sold - for scrap! - the machines that made the film, that it let the inventory
of chemicals dwindle. Some people say it goes back to Dr. Land and his brilliant
scientist/marketer/businessman dichotomy. Many say it was the lawsuit between Polaroid and Kodak,
which ate up time, money, attention. Hadn't Land heard of licensing his technology? Some say it was
the Polaroid culture. Others say Polaroid could have survived if management and shareholders were
content with a small profit rather than a huge pre-bubble profit. Many ask: With all the MBAs the U.S.
churns out, how come someone hadn't learned how to save Polaroid? Did digital, even though it
doesn’t give you an instant image to hold, make the end inevitable?

In the end, each person has her or his own list of villains. At the top of my list is Polaroid's latest

http://www.iht.com/bin/printfriendly.php?id=19281927
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owner, Tom Petters of Minnesota, credited with selling the machines for scrap, dismantling the
company, deciding all he wanted was Polaroid's brand name. | take cold and sad comfort that Petters,
after ruining Polaroid, was indicted by the U.S. Department of Justice, and is now awaiting trial,
accused of conducting a 12-year Ponzi scheme.

Elsa Dorfman is a portrait photographer.

Correction:

Notes:

IHT Copyright ® 2009 The International Herald Tribune | www.iht.com
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Q&A

New iPod, New AV Cable

By J. D. BIERSDORFER

Q. I can’t select the TV Out menu option on my new iPod when I have it connected to my television with an
iPod video cable. Is there some other setting I need to adjust so I can play videos from my iPod on the TV
screen?

A. Most of the audio-video cables or docks that work with older iPods don’t work with Apple’s latest iPod
models. While you can still watch videos directly on the iPod Classic, Nano or Touch players or the iPhone,

you need an AV cable or dock that is designed to work with these particular models to play the picture on the
TV. '

Apple has an illustrated explanation of which iPod models work with which specific AV cables and docks at
support.apple.com/kb/HT1454. The company sells its own special iPod docks and AV cables for component
or composite connections to your television; each one costs about $50 on the Cables & Docks page at

apple.com/store.

Third-party manufacturers have also started to release their own updated video hardware for the latest iPods.
But because many had docks and cables for earlier iPods, you should carefully check each product’s
specifications to make sure it works with the new iPods.

The DLO HomeDock HD, for example (available at dlo.com in August for about $250) offers an HDMI cable
connection and video conversion up to screen resolutions of 1080i or 720p for iPod owners who want to
watch their movies on their high definition TVs.

Questions about computer-based technology may be sent to QandA@nytimes.com. This weekly column will
address questions of general interest, but e-mail and letters cannot be answered individually.

Copyright 2008 The New York Times Company
Privacy Policy | Search | Corrections | RSSl I First Look | Help | ContactUs | Work for Us | Site Map |
- |
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Apple's iPod Dominates Amazon
Eight of the top 10 MP3 players sold on Amazon are iPod models.

Jonny Evans, Macworld UK
Thursday, February 07, 2008 08:45 AM PST

Apple's iPod continues its dominance at online retail giant, Amazon.

In the U.K., iPod's hold eight of the top ten places within. Amazon's list of top-selling products, with the 80GB iPod
classic the leading model sold by the retailer, followed by the silver 4GB iPod nano, with the 8GB black iPod nano in
third place.

The 16GB iPod touch is the fourth most popular iPod
model sold by Amazon, despite its €234 (US$468) price
on that store. In fifth place sits the 80GB silver iPod
classic, with the 8GB iPod touch in sixth place.

.“;ﬁygb'\

The only two non-Apple products among the top ten
sellers in Amazon U.K.'s MP3 and Digital Audio categories
come from Sony and Creative, with Sony'sNWZA818
Walkman at number eight, and the recently-launched
Creative Zen Stone Plus 2GB player at number ten.

Amazon U.S. displays a similar pattern of iDominance,
with Apple holding eight of the top ten selling models
within the retailers MP3 Players list. Microsoft's'Zune,
while briefly in the top ten, has now slipped to 22nd place.

 JOINNow F

The silver 4GB iPod nano is the top-selling iPod on Amazon U.S., followed by the 8GB iPod touch and, in third place,
the 80GB iPod classic.

Non-Apple media players among the top ten in the U.S. at time of writing include the Creative Zen 4GB player in
seventh and the 1GB Sansa Clip in eighth place.

1998-2008, PC World Communications, Inc.
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iPods: They're not
just for tunes
anymore

By Kim Komando
Gannett News Service

Posted: 02/05/2007 01:00:00 AM MST

Many people are taking their music, videos and
photos with them on their Apple iPods, but some
users still aren't getting the most out of their iPods.

Here are some of my favorite tricks.

Connect your iPod to your stereo. There are plenty
of iPod-specific speakers. Some are portable. Others
are large. But you don't need to buy expensive
speakers. Instead, connect your iPod to your
entertainment center.

All you need is a cable. Apple and other
manufacturers make iPod-specific cables. One end
plugs into the miniplug on your iPod or iPod dock.
The other connects to your receiver.

Most attach to the receiver with RCA connectors.
Don't plug the iPod into the phono jacks; they're too
sensitive. Your stereo could be damaged. If need be,
use a cable with miniplugs on both ends. Just make
sure it is a stereo cable. These have two black bands
on the metal tip.

There are special cables and docks for video and
photo iPods. These connect your iPod to your
television. Before you buy, check that your television
has compatible connections.

Control your iPod with a remote. Once you connect
your iPod to your entertainment center, you'll want a
remote so you won't need to get up to change the
tunes. Apple's remote ($29) works with iPod docks
with an infrared (IR) receiver.

Apple's AV Connection Kit ($99) features connection
cables, a dock and remote. DLO and Griffin make
similar docking kits featuring a remote control.

Transfer photos. You can transfer photos to newer
iPods. Connect your iPod to your computer and
open iTunes. Right-click your iPod's name. On the

" Photos tab, select "Sync photos from." In Windows,

you can select a folder containing photos. Or, if you
use Adobe Photoshop Album or Adobe Photoshop
Elements, select one of them.

In Mac OS X, select iPhotos or a folder. Use the
options to select the photos to transfer. ITunes
transfers scaled-down versions of photos.

You can also download photos from your camera
directly to the iPod.

This is handy when traveling. You'll need the iPod
Camera Connector ($29). It features a USB port for
attaching your camera's cable.

Not all cameras are compatible with the iPod Camera
Connector. If yours isn't, use a USB memory card
reader instead. Once attached, the iPod provides the .
option of importing photos.

When you're done, you can erase the memory card.
You can view the photos on your iPod immediately.
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Store files on your iPod. You can also add files to
your iPod, a convenient way to transfer files between
computers.

To add files, enable disk mode. Connect your iPod
and open iTunes. Right- click its name. On the
Summary tab, select Enable Disk Use. You'll be
warned that you must manually eject your iPod
before disconnecting. Click Apply.

Move and explore files in Windows Explorer or
Apple's Finder. Eject your iPod in iTunes. Or, drag it
to the trash in Mac OS X. In Windows, right-click the
iPod name in My Computer and select Eject.

l
Connect the iPod to another computer and you'll
receive a warning. It will ask you to associate the
iPod with the computer. Click No. Otherwise, you'll -
lose your iTunes library.

Contact Kim Komando at gnstech@gns.gan nett.
com.
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LENGTH: 2307 words

HEADLINE: How Apple Does It;

Conventional wisdom says its strategy is wrong, yet it keeps turning out great products. TIME looks inside the world's
most innovative company

BYLINE: Lev Grossman / Cupertino

BODY:

This is partly a story about a company called Apple Computer. It's also partly a story about a fancy new iPod that
plays videos as well as music and that could dramatically change the way people entertain themselves. But it's mostly a
story about new things and where they come from, about which there are a few popular misconceptions.

Stop and look at Apple for a second, since it's an odd company. It has been around long enough and has a high
enough profile that it's easy to forget that. While most high-tech firms focus on one or two sectors, Apple does all of
them at once. Apple makes its own hardware (iBooks and iMacs), it makes the operating system that runs on that hard-
ware (Mac OS X), and it makes programs that run on that operating system (iTunes, iMovie, Safari Web browser, etc.).
It also makes the consumer-electronics devices that connect to all those things (the rapidly multiplying iPod family),
and it runs the online service that furnishes content to those devices (iTunes Music Store). If you smooshed together
Microsoft, Dell and Sony into one company, you would have something like the diversity of the Apple technological
biosphere.

Why would anybody run a business like that? If you follow conventional wisdom, Apple is doing it all wrong. Try
to do everything at once, and you won't do anything well. Worse, the way Apple operates is not how you're supposed to
foster innovation, or not in the U.S., anyway. Under the traditional, capitalist, Adam Smithian model, new and better
things arise as a result of freedom and open competition, but Apple is essentially operating its own closed miniature
techno-economy. What is this, Soviet Russia? Why not license Mac OS X to Dell, see what hardware it comes up with
and let the market decide whose ride is flyest? Is Steve Jobs afraid of a little healthy wrasslin' in the great American
bazaar?

And yet ... this is the company that gave us three of the signature technological innovations of the past 30 years: the
Apple 11, the Macintosh and the iPod. In the past six weeks alone, Apple has shipped three impressive new products: an
ultra-tiny iPod called the nano, the video iPod and a nifty feature called Front Row that lets you run your computer from
across the room, lying on a sofa, clicker in hand, without crouching over a keyboard. That is cool stuff. So, where does
it all come from?

Ask Apple CEO Steve Jobs about it, and he'll tell you an instructive little story. Call it the Parable of the Concept
Car. "Here's what you find at a lot of companies," he says, kicking back in a conference room at Apple's gleaming white
Silicon Valley headquarters, which looks something like a cross between an Ivy League university and an iPod. "You
know how you see a show car, and it's really cool, and then four years later you see the production car, and it sucks?
And you go, What happened? They had it! They had it in the palm of their hands! They grabbed defeat from the jaws of
victory! '

"What happened was, the designers came up with this really great idea. Then they take it to the engineers, and the
engineers go, ‘Nah, we can't do that. That's impossible." And so it gets a lot worse. Then they take it to the manufactur-
ing people, and they go, "We can't build that!" And it gets a lot worse."




~ t Page 2
How Apple Does It;Conventional wisdom says its strategy is wrong, yet it keeps turning out great products. TIME looks
inside the world's most innovative company Time Magazine October 24, 2005

When Jobs took up his present position at Apple in 1997, that's the situation he found. He and Jonathan Ive, head of
design, came up with the original iMac, a candy-colored computer merged with a cathode-ray tube that, at the time,
looked like nothing anybody had seen outside of a Jetsons cartoon. "Sure enough,” Jobs recalls, "when we took it to the
engineers, they said, 'Oh.’ And they came up with 38 reasons. And I said, 'No, no, we're doing this.' And they said,

"Well, why?' And I said, 'Because I'm the CEO, and I think it can be done.' And so they kind of begrudgingly did it. But
then it was a big hit."

There are two lessons to be drawn from that story: one about collaboration, one about control. Apple employees
talk incessantly about what they call "deep collaboration" or "cross-pollination" or "concurrent engineering." Essentially
it means that products don't pass from team to team. There aren't discrete, sequential development stages. Instead, it's
simultaneous and organic. Products get worked on in parallel by all departments at once--design, hardware, software--in
endless rounds of interdisciplinary design reviews. Managers elsewhere boast about how little time they waste in meet-
ings; Apple is big on them and proud of it. “The historical way of developing products just doesn't work when you're as
ambitious as we are," says lve, an affable, bearlike Brit. "When the challenges are that complex, you have to develop a
product in a more collaborative, integrated way."

Everybody you meet at Apple will echo that precise sentiment, in almost Stepford-like unison. Not only have they
all drunk the Kool-Aid; they all have the same favorite flavor. They're on a hot streak, and they know it. ("The Sony
guys are over there across the street with binoculars," jokes a senior vice president. “They rented space on the fourth
floor." High-tech trash talk!) It's almost eerie: Apple employees all like one another, and they have a strong sense that

they are the chosen of the earth, and they're not going to be a jerk about it, but all others who dwell on this mortal coil
are missing out by not working here.

The second lesson of Jobs' parable is about control, and to that extent, it's a lesson about Jobs himself. He is one of
the technology world's great innovators but not because he's an engineer or a programmer. He doesn't have an M.B.A.
either. He doesn't even have a college degree. (He dropped out of Reed College after one semester.) Jobs has a great
native sense of design and a knack for hiring geniuses, but above all, what he has is a willingness to be a pain in the
neck about what matters most to him.

Sure, Jobs is perfectly pleasant to be around. And he pays attention to what you're saying, but if he disagrees with
it--if, hypothetically, you're maybe airing a pet peeve about the fact that iMacs have all their ports in the back, where
they're hard to get at--he'll come storming back and hammer at you until you change your mind or at Jeast shut up.
When he generously introduces you to the guy who runs Apple's iTunes development team, Jobs makes it clear that
you're welcome to meet him but you can't print his name. Jobs doesn't want competitors poaching his talent. "You can

mention his first name but not his last name," Jobs says. "How's that?" It'l] have to do. The guy's name, by the way, is
Jeff.

In other words, Jobs is into control. In itself, that is of no real importance, except that in a lot of ways, Apple is an
expression of Jobs' personal ethos. One reason Apple makes its own hardware and software is that when Jobs goes to
the trouble of creating a piece of software, he doesn't want it running on hardware built by a bunch of dudes he doesn't
know and can't fire. He wants it on hardware he makes himself. How else can he be sure that every little thing integrates
together the way he says--nay, insists--it should?

He needs that control because he is fastidious about technology the way a gourmet is fastidious about foie gras, and
he recognizes that in an increasingly networked world, in which gadgets can't just do their own thing but have to talk to
one another, that conversation will go better if Jobs has scripted both sides of it. "One company makes the software.
The other makes the hardware ... It's not working," Jobs says. "The innovation can't happen fast enough. The integration
isn't seamless enough. No one takes responsibility for the user interface. It's a mess.”

That isn't the only way to run a business. Look at Microsoft. Bill Gates focused on operating systems. He didn't
worry about hardware. He gave Windows to anybody who could pony up a licensing fee, and he let them worry about
hardware. Result? He devoured the market and made the biggest killing in the history of killings. Apple kept its Mac
operating system on Apple hardware almost exclusively. It may have won a moral victory--or a technological one or an
aesthetic one. But business-wise, it got the bits kicked out of it.

But Jobs doesn't care just about winning. He's willing to lose. He has done it often enough. He's just not willing to
be lame, and that may, increasingly, be the winning approach. The iPod proved that design and ease of use are at least
as important as increased functionality, and the iTunes Music Store proved that goes for smoothly integrating physical
devices with online services too. "I think the definition of product has changed over the decades," observes Tony Fadell,
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vice president of engineering in the iPod division, who played a key role in conceiving and building the first iPod. "The
product now is the iTunes Music Store and iTunes and the iPod and the software that goes on the iPod. A lot of compa-

nies don't really have control, or they can't really work in a collaborative way to truly make a system. We're really about
a system.”

That's one aspect of control. Here's another. What Jobs has accepted--the truth that he's willing to face and others
cower from--is that new things don't want to be born. Innovation causes problems, and it's much easier simply to avoid
it. In fact, it's downright tempting, Other guys may give in to that temptation but not Jobs. He's smart, but more than
that, he's willing to be the guy who looks over your shoulder and tells you you're not going to make your dinner reserva-
tion tonight because you're going to be here at the office, thinking different.

Here's the end of his parable, the story of what happened after Jobs got the iMac launched. "The people around
here--some of them left,” he remembers. "Actually, some of them I got rid of. But most of them said, 'Oh, my God, now
I get it.' We've been doing this now for seven years, and everybody here gets it. And if they don't, they're gone.”

If Jobs, say, ran a hedge fund or an army platoon, that talk would not sound so blunt. But because he looks and acts
like such a cool guy--this is the guy who put Lennon and Gandhi on thousands of billboards-- the words are bracing, to
say the least. And yct that approach produces shiny, innovative things like the new iPod. Even though it costs the same
($ 299) as its immediate predecessor, which Apple introduced only 15 months ago, the new iPod has more memory (30
GB as opposed to 20 GB), and it's thinner (0.43 in., as opposed to 0.6 in.). Plus, it plays video. The screen is just 2.5 in.
diagonally, but because it's extremely bright and very sharp, it looks bigger than it is. It's the kind of thing you could
definitely imagine being unable to live without.

There are other portable video players out there, but none look as nice or are as easy to use as the new iPod. And it
works well--seamlessly, as Jobs would say--with the iTunes Music Store, which gives users a quick, legal and reasona-
bly cheap way to buy video content (which so far consists of music videos, some charming Pixar shorts and a few TV
shows from ABC, including Lost and Desperate Housewives). That is the kind of integration that Apple's approach
makes possible.

Right now, nobody disputes that digital music is the future and that Apple is the gatekeeper. If it becomes the gate-
keeper to portable video, well, then, golly. Video is the blood and the lymph and the lingua franca of contemporary cul-
ture. Music is important, of course, but the scale is different. In a typical week, a top-selling album may move 300,000
copies. A top-rated TV show can draw an audience of 30 million. Add to that movie trailers, animated shorts, old syn-
dicated shows, DVD-extra-style exclusives, and the entire television industry, which is hungry for new kinds of reve-
nue, is going to have to reorient itself. And maybe a few other industries besides (cough! porn! cough!).

The new iPod's potential is so huge, it inspires even Jobs to a burst of understatement. "There is no market today for
portable video," he says. "We're going to sell millions of these to people who want to play their music, and video is
going to come along for the ride. Anyone who wants to put out video content will put it out for this. And we'll find out
what happens.” Yes, we will. We're all coming along for the ride, and we all know who's going to be driving.

BOX STORY:
History of the Revolution
Apple 11 was the first of many innovations that have changed how we live and play

Then

APPLE 11 The first large-scale-production computer, created in 1977 and sporting an 8-bit architecture, was a fa-
vorite in hip '80s households

MACINTOSH The original Mac, called the 128K, debuted in 1984 and was the first mainstream personal computer
with a graphical user interface

iPOD With its sleek, seamless design, the company's first portable audio player, released in 2001, instantly became
the ultimate icon of the digital-music age

Now

THE NEW iPOD The fifth-generation device can handle video as well as music and photos. With up to 60 GB of
memory, it's still 30% thinner than its predecessor
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iMAC G5 The slimmest desktop on the market, it combines flat-panel monitor, computer and camera in an elegant
2-in.-thick body. Plus it has a nifty remote control

Next? Few companies are as stingy with their plans as Apple. "It doesn't make any sense to tell our competitors
what we're doing," Jobs says. But now that Apple owns portability, could we one day see a HYBRID STEREO-IMAC
for the living room--perhaps with TiVo-style video functions too? And who wouldn't want an iPOD CAMERA?

GRAPHIC: PHOTO: Photographs for TIME by Art Streiber THE CORE The Apple team, from left: engineering vice
president Fadell, iPod head Jon Rubinstein, industrial design chief Ive, CEO Jobs and marketing director Philip Schiller;
PHOTO: Photographs for TIME by Art Streiber THE DESIGN GUY lve, left, is credited with designing the iMac,
which tumed Apple's fortunes; FIVE PHOTOS: ART STREIBER FOR TIME (2)
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HEADLINE: How Big Can Apple Get?;

Back from near oblivion, Apple is setting the pace in a new digital universe where computing and entertainment merge.
We asked Steve Jobs how he did it (hint: It's the software, stupid) and what's next.

BYLINE: BRENT SCHLENDER

BODY:

"My God, there really has been a genie locked in that bottle! Apple's innovation and creativity have been unleashed
in a way that they haven't been in 20 years. Look at the results. This isn't a company about 5% market share; this is a

company that is capable of competing with world-class competitors and achieving market shares of 65%, 70%, and even
90%." '

Steve Jobs, the silver-tongued king of Apple Computer, is explaining how the world's opinion of his company has
risen with the triumph of the iPod. We're in our third phone conversation, following up on a 2 1/2 -hour interview in the
Apple boardroom a few days before. Jobs is obviously feeling good, and with good reason. Overnight, it scems, Apple
has broken out of its box as a boutique computer maker and emerged as a force to be reckoned with in consumer elec-
tronics, music, and who knows what else. "The great thing is that Apple's DNA hasn't changed," he says. "The place
where Apple has been standing for the last two decades is exactly where computer technology and the consumer elec-
tronics markets are converging. So it's not like we're having to cross the river to go somewhere else; the other side of the
river is coming to us."

Apple's recent achievements, in fact, make it look as if it is walking on water. Its stock price, which languished dur-
ing and after the dot-com crash, suddenly more than tripled last year. (It recently hit an all-time high of nearly $ 80 a
share.) In January, Jobs crowed that Apple had posted the highest revenues and profits in its 28-year history for its fiscal
first quarter ending Christmas Day. Propelied by sales of 4.6 million iPod portable digital music players, revenues
zoomed by 74%, to $ 3.5 billion for the quarter, putting the company on track, by analysts' estimates, for a $ 13 billion
2005. Meanwhile profits more than tripled.

The DNA may not have changed, but the external transformation is dramatic. No longer is Apple's business limited
to computers--though it did sell more than a million Macs last quarter for the first time in four years. Today the com-
pany's ever-expanding products encompass multimedia applications for creative professionals and consumers, the thriv-
ing .Mac (pronounced dot-mac) Internet subscription service, and a popular line of easy-to-use wireless networking
gizmos to link computers and stereos and other devices in the home and office. And, of course, the iPod. The company
has even become a player in retail with its 100 Apple Stores: chic glass and anodized aluminum temples that fuse fash-
ion, technology, and reverence for personal creativity into something Jobs likes to call the "Apple user experience."

In his first extended interview since undergoing surgery for pancreatic cancer last summer, Jobs eagerly explains
how Apple has pulled all this off and drops hints about where the company is going and how big he expects it to get.
(For excerpts from the interview, see box.) But as the conversation unfolds, Steve doesn't talk about the next gotta-have-
it gizmo or ultracool ad campaign or trendsetting industrial design. None of those, he says, is Apple's core strength or
primary competitive advantage. Instead he's going to talk about software--the central strand that runs through all of Ap-
ple's success.
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Steve being Steve, he's doing this partly because he's selling something. This spring, Apple will unveil Tiger, an
update of its OS X operating system that, at $ 129 a pop, will generate hundreds of millions of dollars of high-profit
sales. (More about Tiger later.) Even so, for Steve to credit software for Apple's success sounds so hopelessly dweeby,
so Bill Gates, that it seems hardly worth muting your iPod for—until you consider the new business model it has helped
Apple spawn. Indeed, the whole iPod phenomenon is, undereath it all, one big interwoven software creation. The
iTunes jukebox that coordinates the mind-meld between your iPod and your Mac or PC is just the most obvious chunk
of code. The iTunes Music Store, which accounts for 62% of all music download sales on the web, is likewise a soft-

ware machine, purring away in both Apple's corporate IT systems and your computer. And the iPod itself, like the Mac-
intosh, is a marvel of software engineering.

It's that prowess in software that is Apple's greatest hope for sustained growth as it dives into markets dominated by
leviathans like Sony and Microsoft, and that could propel it into other realms of consumer electronics. As we'll see,
software wizardry is how Steve brought Apple back from oblivion and even breathed new life into the Mac, which
turned 20 years old the day we sat down to talk. Software, in a word, is the genie in Apple's multibillion-dollar hardware
business.

Steve Helps Himself

Your typical corporate CIO must be wondering, "Why aren't there some nice new exciting applications for me?"
Nothing has really changed in his world, while on the consumer side there's all this cool new stuff like iTunes and the
iPod and iPhoto and iMovie. That's where the real innovation is now, and Apple is driving it.

-- BILL JOY, CO-FOUNDER AND FORMER CHIEF SCIENTIST AT SUN MICROSYSTEMS

Think back about just how irrelevant Apple seemed even two years ago. Its share of the personal-computing mar-
ket had shrunk inexorably throughout the 1990s to a tiny 2%. it had slogged through nearly a decade of dwindling influ-
ence and financial pain. The consumer-oriented Mac couldn't run many of the programs that PC users--especially those
in business settings--needed. Corporations, which buy the bulk of computers, were at best keeping a few Macs around to
handle creative tasks like photo editing and document design. ‘

By the late 1990s, Apple was making even its most loyal users doubt the point of sticking with the company. Its
operating system was an unstable patchwork, and programmers were growing ever more reluctant to write for Macs or
adapt their PC programs to run on the machines. Apple knew it needed help. It turned to a man who had started it all:
Steve Jobs. Since being pushed out in 1986 of the company he had co-founded, Jobs had gone on to start another com-
puter company, Next, and to take over what would become the animation powerhouse Pixar. Apple bought Next in
1997, and in came Jobs with a plan to remake the company with software.

But software takes a long time to build, and at first he had to scramble just to keep the place afloat. He pruned the
product line in his first full year as CEO, causing revenues to sink some 15%, t0 $ 5.9 billion--little more than half of
Apple’s peak sales in 1995. One of his first moves surprised Apple partisans--he turned for help to his longtime rival
Bill Gates. The two struck a deal under which Microsoft bought $ 150 million of Apple stock and promised to keep
supplying Microsoft Office and Internet Explorer for the Mac, programs that made Apple's computers at least somewhat
compatible with the PC world. (Microsoft's stake in Apple is now worth well over § 1 billion.) At the same time, Jobs
used hardware to create buzz. In 1998, Apple launched the iMac, a fun, jellybean-colored machine that--while little dif-
ferent internally from its predecessors--quickly became a fashion statement.

But in truth, he was using the Microsoft deal and the iMac to buy time. Jobs' big bet was on Mac OS X, a new op-
erating system based on his work at Next. Unlike the old Mac OS, this one would be based on Unix, an operating sys-
tem that had been poked, prodded, tested, and improved over decades by some of the largest companies and universi-
ties. He told Avie Tevanian, who led software development, and Bertrand Serlet, the head of the OS X team, to treat it
as a moon shot. In 2001, after three years of labor by nearly 1,000 geeks, Apple delivered the software equivalent of a
cross between a Porsche and an Abrams tank: an operating system with sleek, animated graphics and an abundance of
useful and novel features built on top of industrial-strength code. OS X made it easier to write applications, made pro-
grams run better, and allowed for much easier plug-and-play of camcorders and other consumer products.

OS X gave Apple the foundation it needed to build new generations of machines. But to get most of its 25 million
or s0 Mac customers to upgrade, Jobs needed sexy applications. As part of his deal with Gates, Microsoft had agreed to
adapt Office and Explorer for OS X. Jobs had assumed that this vote of confidence would inspire third-party developers
to come up with software for, say, editing home videos on a computer or managing photos or digital music. But a 1998
meeting in which Jobs asked Adobe Systems executives to develop a Mac version of their consumer video-editing pro-
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gram changed his mind. "They said flat-out no," Jobs recalls. "We were shocked, because they had been a big supporter

in the early days of the Mac. But we said, 'Okay, if nobody wants to help us, we're just going to have to do this our-
selves.' "

So Apple plunged into the OS X applications business. It bought a languishing project from web software company
Macromedia, and in less than a year turned out two programs that capitalized on the iMac's ability to connect to digital
camcorders: a video-editing program for professionals called Final Cut Pro and a simplified version for consumers
called iMovie. Apple's Applications Software Division, which sprang from the project to become what is now a 1,000-
engineer-strong group, has been on a roll ever since.

Consider iLife, a bundle of programs that comes free on every new Mac or can be purchased separately for § 79. Its
five applications turn the computer into a home studio: iMovie, iDVD (for recording movies, digital photo slide shows,
and music onto TV-playable DVDs), iPhoto (for managing and touching up digital pictures and making slide shows),
GarageBand (for making and mixing your own music), and the iTunes digital-music jukebox. iWork, aimed at people
who like to make presentations and put out newsletters, is equally slick: It consists of a PowerPoint-like program called
Keynote and a flashy word-processor/page-layout program called Pages.

The steady stream of software not only kept the buzz alive but also helped Apple create a tidy new line of business.
Gradually users began to notice that the company was delivering truly innovative programs and continuously improving
them. Today Apple gets people hooked with free online updates and then, every year or so, offers to sell them a full
overhaul loaded with new features—and more and more users are willing to pay. OS X has already gone through four
versions, named Cheetah, Puma, Jaguar, and Panther. It's a tactic that Microsoft and other software makers have tried
with much less success--Windows users in particular have grown leery of the chronic computer crashes and conflicts
between programs that its upgrades cause. Apple engineered ways to minimize such problems.

The upgrades also fuel Apple's computer hardware business, which still accounts for 60% of annual sales. Jobs sees
applications like iLife as the centerpiece of his marketing strategy, which is to differentiate the Macintosh from Win-
dows PCs by positioning it as a complete multimedia machine. Right out of the box, the Mac with iLife gives users (es-
pecially the creative types) everything they need for creating, editing, managing, and playing digital content. While
comparable applications are available for Windows machines, matching what Apple initially throws in free costs hun-
dreds of dollars, and the various Windows programs don't interact easily with one another. "Everyone in every corner of
the software business could learn a lot from iLife,” says Bill Joy, the legendary computer scientist, now a Silicon Valley
venture capitalist.

Triumph of the iPod

| remember sitting with Steve and some other people night after night from nine until one, working out the user in-
terface for the first iPod. It evolved by trial and error into something a little simpler every day. We knew we had
reached the end when we looked at each other and said, "Well, of course. Why would we want to do it any other way?"

-- JEFF ROBBIN, LEAD SOFTWARE DESIGNER FOR ITUNES AND THE IPOD

The best example of how clever software plays the pivotal role in unlocking huge hardware opportunities for Apple
is the saga of iTunes and its progeny--the iPod and the iTunes Music Store. Their lightning evolution demonstrates how,
when the coders really get rolling and follow their noses, one technological breakthrough leads to another in a virtuous
cycle that Jobs, the marketing whiz, can exploit to create "user experiences." It's how the iPod coalesced into the hottest

product the media and electronics world has seen in years. And the delicious irony is that Apple's enormous success in
digital music came out of nearly missing the boat.

" felt like a dope," says Jobs, thinking back to summer 2000, when his fixation on perfecting video editing on the
Mac distracted him from noticing that millions of kids were using computers and CD burners to make audio CDs and to
download digital songs called MP3s from illegal online services like Napster. Yes, even Jobs, the technological vision-
ary of his generation, occasionally gets caught looking in the wrong direction. "I thought we had missed it. We had to
work hard to catch up.”

He moved fast, ordering Mac hardware designers to incorporate CD-ROM burners as standard equipment in all
Macs. But what about the "jukebox” software necessary to manage what could conceivably be thousands of songs on
the computer? Windows PC users already had several jukebox programs to choose from, but only a handful of Mac de-
velopers were tinkering with them. One was a company called SoundStep, founded by a then 28-year-old software en-
gineer with an MBA named Jeff Robbin, who had left Apple literally the month Jobs returned. His program, SoundJam,




