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_ On target with iPod
Edited by Cara DiPasquale (cdipasquale@tribune.com) and Kris Kamnopp (kkarnopp@tribune.com)

Start your Christmas shopping early.

Apple announced Wednesday that iPod, its popular digital music player, will be available at all Target stores na-
tionwide starting this week. Apple has placed an operable iPod on dxsplay in each of Target's 1,148 stores, so every
customer can llsten to an iPod before they buy.

Available in both Mac(R) and Windows versions, iPod holds up to 4,000 songs and is the only portable digita} mu-
sic player with Auto-sync, an innovative feature that automatically downloads an entire digital music library into an
iPod and keeps it up-to-date whenever the iPod is plugged in.

It'll set you back about $300, $400 or $500, depending on the version.
Cobyright © 2002 Chicago Tribune Company
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Section: Gulf Coasting
Apple serves up a hit with iPod
September 6, 2002
I can take 1,000 of my favorite songs and carry them éu‘ound in my pocket.
Am [ dreaming, or did I just buy an iPod? I'll give you a hint - I'm not dreaming.
News-Press |

The iPod is Apple's new MP3 player, and it can come with either 5 GB (1,000 songs), 10 GB (2,000 songs) or 20
GB (do the math yourself), all of which are hugely bigger than most MP3 players out there.

The iPod also has, in true Apple tradition, a great design. You can easily navigate through all of your songs more
quickly than you can navigate through most MP3 players that hold one-fifth of what this holds.

Your songs are arranged by playlists, artists, albums, songs, genres and composers. Most MP3 programs have some-
thing that allows you to get all the info on your CD with the click of a button, but if you don't have one of these, or if
1t is an extremely obscure CD, you will have to fill in this data yourself.

The iPod comes with a pair of earbuds that were apparently invented by an elephant, because if they are kept in the
- ears too long, the ears may start to turn red and, after a while, even fall off,

Okay, I lied, but they are really uncomfoftable, so you will probably want to replace the buds. Once you do, you will
notice that the iPod has wondrous sound quality. There is such detail in this little player that you can hear the sweat
drip off of Ozzy's nose after a.rousing rendition of "Crazy Train." -

In case you're listening to boring music, there is a simple game included on the iPod. It is called "Breakout," and is
kind of like a one-player version of Pong. Other extras are a built-in equalizer, which includes more than 20 presets,
a clock, an address book and a calendar. '

But none of these are the main focus here. That focus is playing music, and the iPod does exceptionally well, proba-
bly better than any other MP3 player. Keep in mind that you are paying for the best, so the $300 price tag shouldn't
be a big surprise (That $300 is for the 5 GB model; the 10 GB model is $400 and the 20 GB model is $500.) I fully

© 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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recommend the iPod.
TECHNOLOGY REVIEW
iPod
*akH
Will Hulseman
Age: 14
9th grade
Canterbury School
*¥¥E* - Excellent; *** - Good ** - Fair; * - Poor
---- INDEX REFERENCES -
Language: EN‘
OTHER INbEXING: (CANTERBURY SCHOOL; GB) (Age; Apple; News; Ozzy)
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Section: FEATURES ARTS & ENTERTAINMENT
The ear-opening possibilities of the iPod
Tom Moon

Last spring, the New York Times Magazine devoted a fuli page to the contents of Beck's iPod portable MP3 player.
The list wasn't terribly surprising - obscure Brazilian pop of the '60s, several pieces by 20th-century dissonance mas-
. ter Anton Webern, some Bing Crosby, and Blind Willie McTell.

I remember wondering: What's the big deal? Of course an artist who revels in curious juxtapositions and colli-
sions of "found" sounds would feed his head with minor classics and arcana, lost beats from every hidden comer of
the globe.

What I didn't appreciate then was what Beck and other MP3-enabled types had been saying: That having so much
music at your fingertips, with the ability to organize and quickly regroup tunes to follow one stylistic path or mix
several, actually changes the listening experience. These little devices offer not only the pure geek thrill of massive
storage - you can walk around with up to 20 gigabytes in your pocket, enough to hold 10,000 songs - but also the
chance to encounter, and use, music in unexpected ways. )

My conversion wasn't instantaneous. I'd used the early MP3 players, which-heid only 30 minutes of music and -
took forever to load. The second-generation devices were better, but still bulky. The pricey iPod ($299 to $499),
“introduced by Apple in 2001, was something else: a sleek silver-and-white box, about the size of a deck of cards,
that could summon any song within seconds. It sounded as crisp as any of the available players, but was far more
elegant. ‘

Apple released a Windows version of the iPod in the fall, and shortly after, I succumbed to gear lust. I started by
transferring CDs from my collection to MP3s - an activity the big labels see as a step toward the dreaded file sharing
that they say has cost them so much revenue in the last two years. For the record, I didn't feel like a criminal: These

" were CDs I'd purchased or been sent for review. Even label executives - such as Lyor Cohen, president of Island/Def
Jam, who has raved in public about his iPod - would agree that what I did differs from building a collection from
files pirated off the Internet. C

Something radical happens when you disengage from physical discs and tapes, when you collapse the distance
separating "rock," "jazz" and “world" in the record stores and view the collection as an ocean of possibility. Daily
life gets a different kind of soundtrack, endlessly mutable and instantly reconfigurable. Sometimes it's pure utility:
What you need going home on the subway might be many decibels away from what you need when you're waiting

© 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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at the dentist's office. Sometimes it's pure perversity - Booker T's greasy soul into some up-tempo Basement Jaxx
electronica freight-training into Jo o Gilberto singing "Quiet Nights" at a whisper.

[ loaded in an hour of Miles Davis gems, culled from probably 18 discs. Then a Brazil mix including more than a
dozen artists, then a "new garage" mix centered on the White Stripes. The discs and their cases would have filled a
large backpack, and even if you did carry them around, you'd never be able to create a mix without expanses of
"dead air" while stopping and reloading the CD player.

But it was a jazz guitar mix that demonstrated the music-appreciation value of these devices. Starting with selec-
tions from the recent box of pioneering electric guitarist Charlie Christian, I put together a slapdash, incomplete evo-
lution of the guitar through jazz history - some Wes Montgomery, Jim Hall, Tal Farlow, Grant Green's 1961 Sunday
Mormin' in its glorious gospel-soul entirety, some vintage Pat Martino, early Bill Frisell, Pat Metheny

At first, the fracks were in chronological order. Then one day I put the mix in random-shuffle mode and found
myself comparing little things like phrasing, noticing how Metheny's feathery, almost transparent attack differs from
Montgomery's crisply rendered single notes, how Martino fractures straight-up blues declarations into a meta-
language of his own.

Play with these portable gadgets en‘ough, and you find yourself listening more actively, thinking like a DJ - seek-

ing the mind-bending segue or the track that kicks things into another gear, savoring this surreal mix-and-match
moment in which historical artifact rubs up against disposable remix. You start to imagine all sorts of new-frontier
ideas - kiosks in airports offering custom mixes (by Moby, Nikka Costa, anybody) or an hour's worth of music from
. unknown talents selected by some veteran coolhunter.

“[ really think it has changed the way I listen," Beck said of his still-beloved iPod last fall. "Before I came out on
the road this time, [ loaded in a bunch of stuff [ never really listened to before. I'm like a punk kid, right?, but I'm
deep into a John Coltrane phase, so I have like six or seven of his albums in there, and some Stravmsky, some Char-
ley Patton, Hank Williams, Jimmie Rodgers. . . . You know, the usual.”

Contact music critic Tom Moon at 2 15~854-4965 or tmoon@phillynews.com.
PHOTO

DARIO ZALIS
Strange bedfellows on an MP3 player: Mixing Jo o Gilberto (above) and Basement Jaxx might be perverse, but
. could get you thinking,.
Sounding Out
--- INDEX REFERENCES ---
REGION: (Brazil (IBR84); Americas (1AM92); South America {1S003); Latin America (1ILA15))
La.nguage: EN
OTHER INDEXING: (BECK; CD; DARIO ZALISSTRANGE; PHOTO; WHITE STRIPES) (Anton Webern; Ap-
ple; Bill Frisell; Bing Crosby; Blind Willie McTell; Charlie Christian; Def Jam; Grant Green; Hank Williams; Jim

Hall; Jimmie Rodgers; John Coltrane; Lyor Cohen; Martino; Moby, Nikka Costa; Pat Martino; Play; Tal Farlow;
Tom Moon) (OPINION MUSIC )
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Mix master iPod makes music of juxtapositions
Tom Moon, Knight Ridder/Tribune News.

Last spring, the New York Times Magazine devoted a full page to the contents of the musician Beck's iPod portable
MP3 player. The list wasn't terribly sirprising -- obscure Brazilian pop of the '60s, several pieces by 20th-Century
dissonance master Anton Webem, some Bing Crosby and Blind Willie McTell.

I remember wondering: What's the big deal? Of course an artist who revels in curious juxtapositions and collisions
of "found" sounds would feed his head with minor classics and arcana, lost beats from every hidden corner of the
globe,

What I didn't appreciate then was what Beck and other MP3-enabled types had been saying: That having so much
music at your fingertips, with the ability to organize and quickly regroup tunes to follow one stylistic path or mix
several, actually changes the listening experience.

These little devices offer not only the pure geek thrill of massive storage -- you can walk around with up to 20 giga-
bytes in your pocket, enough to hold 10,000 songs -- but also the chance to encounter, and use, music in unexpected
ways. :

My conversion wasn't instantaneous. I'd used the early MP3 players, which held only 30 minutes of music and took
forever to load. The second-generation devices were better, but still bulky. The pricey iPod ($299 to $499), intro-
- duced by Apple in 2001, was something else: a sleek silver-and-white box, about the size of a deck of cards, that

could summon any song within seconds. It sounded as crisp as any of the available players, but was far more ele- -

gant.

Apple released a Windows version of the iPod in the fall, and shortly after, I succumbed to gear lust. I started by
transferring CDs from my collection to MP3s -- an activity the big labels see as a step toward the dreaded file shar-
ing that they say has cost them so much revenue in the last two years. For the record, I didn't feel like a criminal:
These were CDs I'd purchased or been sent for review. Even label executives -- such as Lyor Cohen, president of
Island/Def Jam, who has raved in public about his iPod - would agree that what I did differs from building a collec-
tion from files pirated off the Internet. '

A new soundtrack

Something radical happens when you disengage from physical discs and tapes, when you collapse the distance sepa-
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rating "rock," “jazz" and "world" in the record stores and view the collection as an ocean of possibility. Daily life
gets a different kind of soundtrack, endlessly mutable and instantly reconfigurable. Sometimes it's pure utility: What
you need going home on the subway might be many decibels away from what you need when you're waiting at the
dentist's office. Sometimes it's pure perversity -- Booker T's greasy soul into some up-tempo Basement Jaxx elec-
tronica freight-training into Joco Gilberto singing "Quiet Nights" at a whisper.

[ loaded in an hour of Miles Davis gems, culled from probably 18 discs. Then a Brazil mix including more than a
dozen artists, then a "new garage" mix centered on the White Stripes. The discs and their cases would have filled a
large backpack, and even if you did carry them around, you'd never be able to create a mix without expanses of
“dead air" while stopping and reloading the CD player.

But it was a jazz guitar mix that demonstrated the music-appreciation value of these devices. Starting with selections
from the recent box of pioneering electric guitarist Charlie Christian, [ put together a slapdash, incomplete evolution
of the guitar through jazz history - some Wes Montgomery, Jim Hall, Tal Farlow, Grant Green's 1961 "Sunday
Mormin' in its glorious gospel-soul entirety, some vintage Pat Martino, early Bill Frisell, Pat Metheny.

Shuffle mode

At first, the tracks were in chronological order. Then one day I put the mix in random-shuffie mode and found my-

self comparing little things like phrasing, noticing how Metheny's feathery, almost transparent attack differs from

Montgomery's crisply rendered smgle notes, how Martino fractures straight-up blues declarations into a meta-
- language of his own.

Play with these portable gadgets enough, and you find yourself listening more actively, thinking like a DJ -- seeking
the mind-bending segue or the track that kicks things into another gear, savoring this surreal mix-and-match moment
in which historical artifact rubs up against disposable remix. You start to imagine all sorts of new-frontier ideas --
kiosks in airports offering custom mixes (by Moby, Nikka Costa, anybody) or an hour's worth of music from un-
known talents selected by some veteran coolhunter.

"I really think it has changed the way I listen," Beck said of his still-beloved iPod last fall. "Before I came out on the
road this time, I loaded in a bunch of stuff I never really listened to before. I'm like a punk kid, right?, but I'm deep
into a John Coltrane phase, so I have like six or seven of his albums in there, and some Stravinsky, some Charley
Patton, Hank Williams, Jimmie Rodgers. . . . You know, the usual."

A different kind of soundtrack enters daily life
" Copyright © 2003 Chicago Tribune Company
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Ads for iPods offer big music
gift in small package '

By Thomsa Howare, USA TODAY
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HEADLINE: 2 Role Changing Roils Tech;
Convergence, long a discredited buzzword; ﬁnally laves up’ to its bype Apple HP, and Dell won't look the same.

»;BYLINE Fred Vogelstem :

BODY:

‘Since the invention of the PC, techies have taken two thmgs for granted Proocssor speeds wnll grow exponennally,

and PCs will become indistingnishable from televisions—that there will be, in-industry Jingo, convergence. The first

prediction. obvnously has come true (pice crystal-ball gazing, Gordon Moorg!),: and the sccond-—well ‘consumers. aren’t

exactly firing off e-mail from their TV séts.

So.what are Michael Dell and Carly Fiorina domg hawkmg ﬂat—screen TVs‘7 And why, while we're att, is Fiorina
wavingaround an iPod at the Consumer Electronics Show? Ittums out that after a generation-of hype, convergence has
actually become real--and, over the next few years, it's going to-bie huge, if a little different from what we once imag-.
ined. ‘Consumers may not:like to watch movyies on their PCs, buf they love. lxstemng to music on them. They may not:
like to.send e-mail from their couch, but they love having a PC--known as a digital.-video recorder--attached to-the TV
to automatically record all their favorite shows. Asid whilé they won't Buy an old-fashioned TV from Dell or HP, when

. it cores to flat:screen TV, thiey have no.problem at all.

Why is convergence happening now, after all thesé years? Thank the’ cheap flat screens and hard drives, easy

‘broadband access, and.simplified homesnetwoik sétup. Today, hard-drive storage—the guts of ai iPod or DVR—costé

less than § 1-a gigabyte, down from $20 a g:gabyte in 1999 Flat-screen TVs-that cost § 10,000 a few years ago now
goes for less thari $ 1,600.

For PC makers, it's also good business. Prices and margins for computers keep falling; gross margins in consumer
electromcs are twice those in the PC world. And now that the music and-movies consumers pldy o' those: systems are

“the same zeros and ones that are the foundation of PCs, there is little corivetsion cost.

The only clear.winner in this new world is Apple, which has [everagcd its computer platform fo make it easy and
fashionable for consumers to. get with the digital-music.age. Apple today sells almost as many iPods:per quarter as ite
dpes Macs. Microsoft-wants in on this business badly, but as HP's decision to shift its loyalty to Apple illusttates, Mi-
crosoft doesn't have. much leverage just now. The other company to watch over the.next few years-is Sony. It misplayed
thie convergence game butiis redoubling efforts to make its PC, consumer electronics, gaming, and eatertainment divi-
sions play together Whoever wins the hearts and minds of consumers, one thing's clear: The eye-rolling over conver-
gence can stop right- now. -F.V.

" BOX STORY:
COMPANIES TO WATCH

—~Apple (AAPL, $ 24) The only computer company that knows how to make products that pcople don't mind dis- '
playmg. .

--Gracenote (private) The firm's massive CD-info database makes it a top partner for anyone getting into digital -
music. ‘
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2 Role Changing Roils Tech;Convergence; long a discredited buzzword, finally lives up to its hype..Apple, HP, and
Dell won't look the same. Forturie February 23, 2004

GRAPHICY COLOR PHOTO: JUSTIN SULLIVAN-GETTY IMAGES, SHINING THE APPLE Fiorina'is selling
HP-branded iPods. She wants to win in consumer electranics, even if it means angering Microsoft:

LOAD-DATE: February 9, 2004




8/7725 filem lJ Zrom fiie: 15)
CIALOG(R)File 1%5:ABI/Inform(k)
{cy 2008 ProQuest Infoileareing. ALl rts. reserv.

T D273IPITS 544125021

CENTER OF ATTEHNTION

Michgels, Philip; Seff, Jonathan; Snell, Jason; Lunsferd, Kellv

Hacworlé wv2in3 PP: 33-57 Mar 2004 TISSN: 0741-8647 JRNL CODE: THCH

DOT TYPE: Periodical; Cover Story TANGUAGE: BEnglish - RECORD TYPE: Fulltext
LENGTH: 6 Pages WORD COUNT: 23924

ABSTRACT; Apple says that from October 2003 through Decembar 2003, it sold
730,000 irods - enough Lo give it a 31% share of the #P3-player market. But
as the iPed's capaeity has.grown, folks with modestly sized awsic libraries
have had less reason Yo sing the device's ‘praises. Users without thousands
©f songs o store have little need for all that space. Faced with this

problem, Zpple came up with a2 small selution - the iPod minj. Bagically a
sllmmgf version of the iPod in a more colorful package, the ifed mini
rounds out Apple’s digital-music-player offerings. While the regalar iPod
is about as big as a deck of cards, the iPod mini is ‘the size of a business
card. The iPod mini comes in silver, gold, green, pink, or blue, ow an
anodized aivminum case that resists stains and scratches. The feature
that’'s really got people talking about Apple‘s miniature music player is
its §249 price.

TEAT: iPQL WINI, ILIFE '04 EXPRHD APPLE"S PIGITAL By3

WILTE A MIX OF POWERFUL hardwars and inpovative applicatioms, the Hac has
firmly established itself at the center of our digital lives. Got a digital
carera? ifhoto can impo—‘ organize, edit, and ghare all vour images. Been
wigdeotaping birthdays and vacations on your DV camcorder? Use iMovie to
edit your footage into a home movie, and then ‘burn your movie onto a disc
with IDVD. Now, thanks to a spate of new products, Apple's digital hub i
extending its reach. A -slimmeddown version of the iPcd has the patentxa’ to
enlarge the music player's appeal, while the iLife '04 suite includes
updates to thres popular i-apps and 1:t:oduoes an entirely new program that
puts mugic creation at your fingertips. Here's a closer look at Apple’s
latest hardware and soffwarn~thea@ products promlse +to make yoLr dlg;tn?
.hub the place 1o be.

A LITILE MUSIC
BY PHILIP MICHARLS

Bop s*ngnrs should envy the way -the 1?od has rocketed tc the top of the
charts, The porteble music player debated with a splash more than twe years
Aaga, and the hits have kept on com@ng ever since. Apple says that fram
October 2003 : 1*0ugb Decenmber 2003, it sold 730,000 iPods-enough to give it
a 31 percent share of the MP 3-player market,

But as the iPod’'s capacity has grown-the smallest model now nhas L5GB of
storage-folks with modestly sized music libraries have had less reasen to
sing the deyive's praises. Users without thousands of songs to store have
Alittle peed for all that space.

Faced with this big problem, Apple came up with a 'small solution-the iPBod

mind. Bas;ca;*v a slimmer version of the iPod in a more colorful package,

the iPod mi 'puvds out Apple's digital-music-player offeriags !see "iPod
Playlist™). bcre importancly, anyene loeking for a lower-capacity music
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optioe that not only features Apple's stylish design but
egrates with the iTunes jukehox soitware.

plaver now has an
also seamlessly iy

Mini to the HMax

While the reqular iPod is about as big as a deck of cards, the iPod mini is
-he size of g business card. The smeller iPod is 3.6 by 2.0 inches,
conpared with the 4.1}-by-2.4-inch dimensions of its larger sibling.

To shrink the music plaver into suck a small package, Apple's designers
wade some changes o the face of the iPod. Buttons found above the scrolil
wheel on the original iPod have moved onto the iPod mini's wheel itself.
¥ou can scroil through your iPod mini's music library with the touch of a
finger; click on ‘the scroll wheel's menu, play/pause, fast-forwvard, ancd
rewind butbtons to access those functions.

The zest of the iPod package is unchanged. The iPod mini retains the Hoid
awitch, remote port, and headphone jack on its top side. The FireWire-USB
2.0 connector on Lhe boLtom is also the samé, so most accessorias that work
with the regular iPod will also work with the iPod mini. (Two notable
exceptions are the Belkin Voice Recordex and Belkin Media Reader, which
wvere intreduced last fall, They aren't supperted by the iPod mini’s
software.)

The Color of Music

Apple is &lso .injecting some color into the iPod line-five colors to be
exact. The iPod mini comes in silver, gold, green, pink, or blue, on an
ancdized aluminum .case that resists stains and secratches.

The 1Pod mini’'s screen resists scratches, too. It's recessed im ths case,
so if you set the #Pod facedown on your desk, the screen never touches the
surface, Priced at $249, the iPod mini costs $50 less than the least
expensive iPod (see "Music Player for a S5ong?*). But Apple is gambling that
the combination of form .and features 15 enough for another nomber-one hit,

MUSTC PLAYER FOR A SOHG?

Ferget the iPod mini's compact size and its assortment of colors, The
feature that's really got people talkina about Apple’'s miniature music
player is its 5249 price. and the chatter hasn't exactly beer enthusiastic.

When Apple unveiled the iPod mini, it positioned the slimred-down iFod as .2
rival for small, flagh-based music players. Apple CEO Steve Jobs compares
the 4GB iPod mini to SomicBlue's 256MB Rio .Chiba and Rio cali, While -those
$199 devices cost less than the new iPod mini, ‘they also hold far less
music than -the 1,000 songs Apple's smaller music player can store. "That's

‘the best $50 you’'1l ever spend,” Jobs said at January's Macwerld Expo.

But critics of the iPod mini's price .argue that for another §50, iPod users
©an get ‘@ven .more storage-15GB worth, now that Apple has upped the capacity
of its $299 ivPod. While paying $249 for 3.7GB more storage than you get
from & $199 flashbeased player ray be a good deai, some analysts and Mac
users contzod that paying $299 £O0r 11G8 more sounds even better.

Of gourse, a camparable music playar-the Rio Nitrus 4GB~a1s0 sells for
$249. and Stan Ng, Apple's senior product manager for the idog line,
believes that the iFod mini will appeal to different users. Some will
appreciate its colerful look and portability, while others-who den't lave
anywhere nsar 1568 of music-will find the iPod mini‘s smaller capacity
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provides more than enough shorage.

Basides, Ng adds, the iPod ralezsed by apple in 2001 offered only 5GB of
storage, and i -p3t §3%3%. "And people thought that wasn't going to sell
vell," he says.

POD PARTNERS

First the iPod went cross-platform. Now it's going cross—company. Apple has
struck 2 dee)l with fdewlett-Packard, which will deliver digital-music
players based on the iPod but sold upder the EP brand name. {Detzils-such
- as the oroduct name and price-weren't available at press time.) As par t of
the deal, HP will also include the Windows versiosn of iTunes -om it
Pavilion, Media Cernter, and Compaq Presario desktops and laptops. As of
Beoember 2003, the iPod enjoyed the biggest share cf MP3-player sales in
the workd, and Apple's dealings ‘with H? make it clear that the ccmpany
intends te keep things that way.

SMALL DEVICE, BIG ACCESSORISS

So what will $242 buy you these days, besides 4GB worth of storage in an
anpdized aluminum case? The iPod -mini ships with earbud headphones, an AC
adapter, aand cables for TireWire and USB 2.0. The music player also ships
with its own belt clip. Optional accessories include the $39 dock for
charging and synchronizing the device, and Apple's new $39 in-sar
headunonab. irod mini users on the move should be interested in the
optxon $29 neoprene armband, for holdirg the music playesr in place while
you're working out at the gym.

iPOD PLAYLIST

With the addition of the iPod mini, Apple now offers four
digital-music-player configurations.

1¥ MY GARAGE
BY JOUATHANW SEFF

iTunes has made listening to, burning, and buying music a part of the
digital lifestyle of Mac upsexs., But something has been missing from apple’s
musical aguation-music creation. We have the $199 Soundtrack and the 5699
Logie ‘Platinum, but the former relies on sound loops to create background
mpsic, while the latter is a professional-level-and compligated-«udio and
MIDI (Masical Tnstrument Digital Interface) mysic-creation application.

Somewhera between the extremes of Soundtrack and Logic ligs .GarageBand; the
latest addition to Apple's family of iLife apps, it's included in the iLife
‘04 ;suite. With GarageBand, you can layer prerecoxded loops, play software
instxuments via a HIDI keybcard. apd record llve instruments-all in one
project.

LOOPS
Anyone who has seen Soundtrack (which comes as part of Final Cut Pro 4 or
can be purchased separately)} will be familjar with the congept of

loops-short, prerecorded sounds designed to repeat for as long as needed.

Apple iacludes more than 1,000 loops in the Apple Loop formai, the same
format used in Soundtrack. 'In fact, many of GarageBand's locps coemz from
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] hips with wore than 4,000 loops on two TUD discs
cther loops ! * heen created specifically for GarageBand. All are
royalty-iree, 3o you can use them to create music that balongs LG yoir.
Loops are 2asily accessible via the Loop browser, and they're or Qanized by
instrument {(mandelin, organ, acoustic gquitar, and trombcﬁe, for example),
moodt {distorted, cheerful, grooving, and processed}, and genre (orehestral,
rack/blues, and cinematiu). Clicking on a puttor brings up a list of loops,
presenting you with the loop's name, tempo, key, and number of beats per
’oop You can also type in the name of your desired loup via a search box
similar to the ore in iTunes, Safari, Mail, and other Apple apps.

~while

.)’ ’ﬁ

Gnee you find the loop ¥you want, you can drag and drop it iato
Garage~Band's main window to create a ney track. Want to lengthen or
shorten the loop? Click and drag the loop in the timeline until it reaches
the desired length. As you add otier loops, GarageBand will adjust the
tempo, kay, and beats so everything matches. (Loops with green icons are
‘MIDI generated, while those with blue icong are recordings of actual
performances. )

If the ipcluded loops aren‘t enough, several tn;rd—party sound compani.es
have started selling Apple Loop libraries that you can add to GarageBand
(not ro menticn Apple’s own $99 GarageBand Jam Pack, which has 2,000 more
loeps). Acid Leaps-2 vopular format in the PC world-won't work directly
with GarageBand, However, you can use the Soundtrack Loop Utility-part of
the Appla Loops SDE-to convert cthem (visit http: //duveloper apple Leomy . -
‘SOTTWARE INSTRUMENTS

1f the thought of making mus appeals to you, you'll probably want to do

more than just fiddle with somsone else's loeps. GarageBand obliges youa by
qavxng you .aceess to virtnal instruments-or $oftware Instruments, as Apple
dubs them-for your own personal jam session.

With Software Instruments, you can “play” more than 50 different
Jdustrumeats that exist oanly as software code within the application.
GarageBand includes an on-screen keyboard you can use to anter notes and
chords, but £g gt the most out of GarageBand's Software JInstruments,
you'll need to add a MIDI or USB keybbard. Connected to your Mac, these
keyboards let you play and recoxrd more-complex arrangements of piapc, hozn,
drum,- tring, and choir sounds (ta name just a faw).

Instrunents .such as these can sell for hundreds of dollars apiecs. Apple
says -tlat Software Instruments produce the same high-quality squnds as
other virtual instrument products do-for example, a guitar sounds like a
real guitar-but have fewer parameters that users can coptral.

That doesn’t mean you need to take sounds as they come. GarageBand has more
than 200 eaffects presets for ad}ustxng compression, equalization, echo,
reverberation, .and more. By combining different effects, vou can create
custom sounds and 3ave them.

LIVE RECORDTHNG

&fter layering loops and generating sounds with Software ‘Instruments, the
third leg 9of GarageBand is live instrument recording.

Whether you play an instrument, such as an electric guitar or .a bass, or

sing vocals, you can record your live audio as tracks into Garaqeaanﬂ. The
application has preset sffects for effect combinations-for example, Bright
Bass, Female Basic, and Crunchy Drunq settings. When it comss tc playing a

i
oy
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:rageBand includes several vintage amplifier soung"—w_hh one of
an, playing a guitar through GarageBand will sound as if Yau viere
playing through & classic guitar amp.

Just as with loops and Software Instruments, you can vecord different live
tracks in GarageBand, one at a time (rhvthm and lead guitar ‘parts, for
instance). Your Mac's speed and your hard drive dectermine ‘how many tracks
You can play back at once.

Band To

Ge © GarageBand adds music creation to the iLife suite's bag of
Lr_a.CK.a - T

xe

a

program lets yvou blend prerecorded loops, virtval instruments
ngs of vocals and instruments, to produce songs that vou can
D or compress to MP3 or AAC format.

+
L
Hd

hey
¥
and recexdi
‘burn to C

GETTING CONMECTED

TO'connnct arc elpgtric guitar (eor a profegsional mike, for that matter),
you'il need additionsl hardware. Apple sells the $19 Monster ‘Instrument
adaptor, vhich converts a guitar's <-inch plua to a standard 1/B-inch
minijack plug that you connect to your Mac's analog audio-in port (although
you can pick up a similar adapter ak your local electronics store for less
than $5). Apple savs this is all you peed to get guitar sound intop a Mac,
but for optimal scand levels and quality, you may ‘want to ceasider a
preamplifier sech as M-Audio‘'s $180 MoblePre USB (shown herey.

MIX DOWN

After you have &ll the. tracks you want, you can tweak hoth volume and
pamning (left to right) settings by track add and change effeects, and’
amore. In all, vou can layer 64 instrument tracks, and even more for digital
audio.

When vou're happy with your results, select File; Export to iTunes.
GarageBand will mix .all your tracks down to & 2-track {stereoy, l6-hit,
44.1kHz AIFF file-a full CD-quelity song. Then Garagefané will send Ghat
file to iTunes, and you -can compress it to MP3 or AAC format to put on your
iPod or web site, or keep it in £all quality to burn to a CD.

I'M WITH THE BAND

GarageBand joins Apple*s iLife suite-now dubbed iLife '04 and featuzing
vpdates of iDVD, iMovie, and iPhoto, as well as the latest version of
ifupes. The suite ships on all new Macs and is also available as & $49
boxed set. Unlike the aother iLife programs, iTunes remains a free download
{Mac and Windews versions).

:GarageBand
' Jam Pack
More Instruments, Lopps, and Effects for GarageBand

311 of GexageBand's loops and instruments should keep you busy for a while,
but for when you want even more choices, several add-on optiens have
emerged. Apple has the $99 GarageBand Jam Pack. This add-on contains more
than 2,000 additional Apple Loops, another hundred or so Software
Instruments, 109-plus more effects presets, and 15 more guitar~emp
-settings. Alrhoqgh you can use any MIDI keyboard with GarageBand, Apple
sells M-Audio’'s $99 Keystation 49e and Edirol's $199 PCR-30, :two USB
Xeyboards, as aucessories at the online Apple Store. And since the built-in
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seund output on your Mac prebably a won't bée goad encugh for you when
playing and recerdiag music, consider purchasing a geod pair of headphones
or compuber spRaxers.

LMOVIE'S LATEST EDITS

BY JASON SHELL

hs fer as saquels go, iMovie 3 was a disappointing follow-up to its
pradecessors. Last year's update to Apple's consumer video-editing pragram
gifered tons of interface and behind-the-scenes changes. But after
discovering that iMovie 3 ran much slower, many people stuck with iMovie 2.
Now with diMovie 4, Apple has not only added more features but also
addressed ifovie 37s biggest preblem-speed. The updated app is part of the
$49 ildfe '04 suite; it's no longer available as a free download.
Director's Cut iMovie 4's editing enhancements imclude the ability te trim
clips in the timeline.

Faster, Faster!

iMovie ¢'s interface is much more responsive than version 3's. Video starts
playing almost immediately afrer you click on the play button-iMovie 2 iust
couldn’t do this. But Apple's engineers have also pepped up the rendering
of titles, effects, and transitions, §0 you wonr't have to wait as long to
see if{ a cross-dissolve -effect is really +in the right place,

iMovie 4 also includes several new features designed to speed up your
workflow. You can now select multiple, noncontiguous. .clips in the timeline.
Say you decide that all the transitions :in yeur project need to be
one~second-long cross-dissoives. You can now select them all and change the
crass-dissolve length in iMovie's Twransitions nanel; the program will
re=render every trapsition with the new settings

The new Boukmarks meau allows you to mack key spots in vour project and
‘then move between them with a keystroke, In & similar time~seving fas shion,
the View senu now lets you guickly move the Timeline or Clip Viewver to the
current Iucaglsn of *he playneao, sav;ng }ou tne txouble of scrolllng

You :can 2dit clips jugt as you've always done in iMovie, But the new Direct
‘Trimming feature lets you shorten .clips directly in the timeline.

Vthen you firgt enter iMovie's Timeline view, you'll see a subtle
cchange~untrimmed clips have slightly rounded edges, while tyimmed clips are
perfectly rectangular. When you click .en the edge of a clip and drag it,
you automat~ca;ly trim the clip. iMovie’s main win- dow shows you just what

video you're remeoving. ¥ou <can also drag out hlank space in ‘the timelins to

use -for :j.n_sgq:.ting other material, suvch as a Color €lip~a new feature in
iMovie that lets you insdrt a blank clip of any solid color, feor use with
transitions ox titling.

Productiwe Changes
iMoyie 4 features numerons other improvements that can bolster eu*ting‘
productivity. Press the option key while you're clicking ipn the timeline,

and you <an drag the playhead back and forth while listening to -vour
project’s audio-a great way to make sure your soundtrack and video ars
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synced picperly.

This version alsc provides dizect support for Apple's iSight video ca
SO you can capture video from the iSight directly within iMovie. The
share comrand provides expanded exporting options, including the apl
automatically compress and a-mail movies, publish them to the Web wvia
.Mac’s HomePage fa=ature, or even send Lthem to a Bluetooth-enabled portable
device.

iDVD #: MATURE THEMES

ipyD's assoriment of prebuilt themes-which provide attla"‘lva menu designs
for DYD projects-is arcguably the program's biggest asset. So while IDVD 4
introduces several new features, its most important addition is its 20 new
themes. The program now features more than 40 high-quality templates fer
your DVD proiects.

Beyond themes, though, are several other refinements that can make
iDVD-built discs more clesely resemble Hollywood productions. You can now
create a wovie that plays when someone ingerts your disc, maklng it just
like commercial DVDs that feature the FBI and_;nterpo1 warnings.

iDVD can also build video transitions between your menus, SO you Cah Rnove
from one meny 'to anothexr with the £lip of a page or the twist of a cube,
for example, (Those dynamic, Keynote-style transitions are also available
in iDVD's Slideshow feature, adding some variety to the simple
eross-disgsolve feature of iDVD 3's slide shows,)

iDVD's new Map button lets you view the structure of your -disc as a
flowchart, which is guite useful for large, complicated projects. Anyone
facing hardware lim- itations will especially appreciate iIDVD 4's. Save As
Archive command, which, for the first time, lets the pro- gram run on Macs
without SyperDrives. ¥You cans build your DVD project oun any iLife-compatible
Hac, echoose Save As Archive, and transfer the resulting archive file to a
 SuperDrivg-equippad Mac for aurning. You caa &lse now fit more on one disc.
Using the same MPEG-2 compression engine used in Apple’s DVD Studio Pro,
iDVD 4 can £it two hours of video on a disc. (If you dor't have a lot of
v:deo, vou can opt for higher-quality compression that cam fit as nuch as
one hour con 2 disc.)

.FHBSH‘EHOTOGRAPHY

BY KBLLY LUNSFORD

Two. years aad several thousand phobcgraphs after iPhoto's debut, Apple's
image viewer is experLcncing grewing pains. These days, you may spend as
much time watting for iPhoto fo ocatch -gp ‘to commands as you do showing Qff
photos, .

So the fact that hApple has addressed these speed issues in iPhoto 4 should
come as a relief ta avid iPhoto users. (As with iMovie 4, this version of
iPhoto comes only as part of the iLife '04 suite, not as a free download.)
The update makes iPhote more responsive when scrolling, dragging, ang
Tesizing, but it also cffers a host of organizational tools that simplify
the process of finding photos.

Find Photos Faster
Consider the dilemma of the iPhoto Library, a repository that displays

every imags ever imported into iRhote, To find a recently taken photo in
version 3, you had to scroll past every image that surrounded it-a tedious
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task, evet with iPhote’s scuped-up scroliing performance

In iPhoto 4, however, Apple has made it much easier to find the photos you
want. To guickly find & photo you took last year, you can c¢lick on a small
disclosure triangle pext tc your Photo Library to see 2 new coliection of
photo albums organized by year. Each album contains only photes taken
during these 12 months. Zvery time vou import a new roll, iPhoto
antomatically adds the photos to the appropriate folder, keeping everything
up~to-date.

If you wann Lo see your most-vecent photos, you can still click on the Last
BOli menu item to vigw them or use the new Last 12 Months option to view
everything taken in the past year. If these settings are too broad or too
marrow, ycu can adjust them in iPhoto's preference pane.

Adapted from iTunes
- 0f course, scmetimes you want to find photes featuring specific events,

people, or oti characteristics. iPhoto offers help in the form of $mart
Albums,  a fezture similar to the Smart Playlists in iTunes.

Smart Albums automatically orgamizes photes inta groups according to
criteria you specify. Say you wanted to create an album containing .all your
family photographs., ¥ou could set up a Smart Album that automatically
included any photo with the keyword famiiy. You could furthsr na*va down
the collectian by, 5ettxng eriteria such as dates, -comments, f;le names,
‘rolls, titles, assigned aibums, or iPhoto 4's new rati ing system-another
feature taken from iTunes-which lets you identify your faverite photos by
aop]yﬂng as maay as five stars. Once you've created 2 Smaxt Albuwn, ibPhete
will automatically add any future photos that match its cxiteria to it.

,A third iTupes feature -that made its way into iPhoto is Renrdezvous
ntegration. How you ccan use Apple’s zero-configuratioen networking
t»cﬁnoloay ‘t& share your entire photo library or selected albums across a
network. You can passwerd-protect shared albums to control who sees what.
There's one key difference from iTunes' Rendezvous implementation, however:
downloading photos from a shared album is simply a matter -of dragging the
photo to your own library.

pick -2 Date By showing photos teken during a specified year, iPhoto 4 helps
¥ou sort through yoeur library faster.

The Song Is Not the Same

Other improvements to iPhoto 4 include new slide-show transitions and
tLghte+ integration with iTunes. Older versions of "1Photo Let yoy select a
single song to pla) over slide shows-meaning that the same song would piay
over and over again as you eycled through photos. Now you ¢an Select entire
iTunes playlists for greatesr musival variety. )
With the speed improvements in iPhoto 4, though, just make sure you pick an
up-tempo sang.

FINAL CUT -EXPRESS 2

ixovie 4 may -add ‘welcome features such as improved trimming angd enhanced
titles, but it remeins an entry-level .editing program. video editors
looking £or mere power-without Final Cut Pro 4° s $992 price-should be

pleased with Final Cuf Express 2, the latest upddte to Bpple's midlevel
videc editor.
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ased on the Final Cut Pro 4 code, the new version of Fingl Cut Express

‘$79q- upcracde, $99) has many oFf the same f2atures as its more robust
sipling. The biggest addition is RT Extreme, the same real-time

arch cture that’s in Pinal Cut Pro. It providas more effects,
transxt*ops, and simcltaneous layars in real time, without the need to
rendes,

Real-time benefits even carry over to audio volume and filter sdjustments.

Additionaily, the new version has other audio improvements such as
automated auwdio keyframe recording and support for Apple’s Audic Units
plug-in fermet.

Another welcome pro-level feature is Final Cut Express 2's ability to
capture fcotage acress time-code breaks, helping users save time by
captuxing footage in one automatad sessjion. There's also tighter
integraticn wWith other apps, in the form of scoring-marker export for
Soundtrack, chapter-marker axport for iDVD and DVD Studio Pro, and
compresgiga-marker export for Compressor.-JOMATHAN SEEFF

THIS IS THE FULL~TEXT. Copyrignt IDG Communications/Peterborough Mar 2004
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HIGHL[GHT
In just three years, Apple's adorable mini music player has goie:from: gxzmo to hfe-changmg cultural icon

BODY:

Steve Jobs noticed something carller this yearin New York: City. "I was on Madison,” says Apple's CEQ, "and it
was, like, on every block, there was someone with white hcadphoﬁe;. and I'thought,*Oh, my God, it's starting to hap-
pen'.” Jonathan Ive, the company's design guru, had a similar experience in.London: "On the streets and coming: out of
‘the Tube, you'd see peOple fiddling with it." And Victor Katch, 2 59-year-old professor of kinesiology at the University
of Michigan, saw it in Ann Arbor. "When you walk across campus, theé ratio seems as high as two-out: of three people,"
he says.

They're talking about the-sudden ubiquity of the iPod, the cigarette-box-size digitai music;player (and its colorful
credit-card-size little sister, the:Mini) that's:smacked right into the sweet spot whiere a.consumer product becomes sonre-
thmg much, much-more: an icon, a pet, a:status indicator and an indispensable part of one's life. To 3 million-plus own-
ers, iPods give not only constant access to their entire collection of songs.and CDs bt membexsh:p intg.an implicit so-
ciety that's transforming the way music will be consumed ini the future: *"Wheh my-students see-mé.on campus with iny
iPod, they sniile," says Professor Katch ‘whose unit.stares everything from Mozart to Dean Martin. "It's sort of 2 bond-

ing."

The glie for the bond is a tiny, limited- function ‘computer with a- cayactous disk drive, decked in whlte plastic and
loaded ‘with.something that until:very-recéntly was the province of ultrageeks and music pirates: dxgntal files that play
back as songs. Apple wasn't the first.company to come out.with a player, but the earlier ones were either low-capacity

toys that; played the same few songs or brick-size beasts with impenetrable coitrols. Not only is Apple's device pawer-
ful and easy 0 use, but it has.an in¢andescent style that makes people go puts about it. Some, like 44-ycar-old Tokye
eléctronics executive Katsuyuki Kanema, take their iPod evexywhere even the bathtub: (He doesnt need 10 worry about
changmg CDs with wet hands. 3 "It's the ultimate rclaxatlon " he says ’ .

Adding to the appeal i is the cachet of A- -list approbation. "I love it!" says songwriter Dcmse Rich. "I have my whole
catalog on it, and | take it everywhere.” She is only otie voice in a chorus of celebrlty Podsters who sing the same
praises voiced by ordinary iPod users, but add a dollop of coolness to the device, as if itneeded it. Will Smith has bur-
‘Bled to Jay Leno and Wired magazine about his infatuation with "the gadget of the century.” Gwyneth Paltrow confided
her Pod love to Vogue (her new baby is named Apple—~coincidence?). It's been seen on innumerable TV shows, movies
and music videos, so much so that Fox TV recently informed Josh Schwartz, producer of its hit series "The O.C.," that
future depictions of music players would have to forgo the telltale white ear buds. Schwartz, himself 4 27-year-old who
still'hasn't recovered from the shock of having his unit stolen from his BMW was outraged. "It's what our audience uses
and what our characters would use,” he says.

People who actually create music are among the biggest fans: "The ldyout reminds the musiciaa of music," says
tunester John Mayer. And couture maven Karl Lagerfeld's iPod collection is up to 60, coded in the back by laser etching
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so he can tell what's on'them. Lagerfeld's tribute to the iPod is a $|,50i) Fendi.pink copper rectangular purse that holds
- 12 iPods. It is one of more than 200 third-party accessories ranging from externial speakers to microphones and--fasten
your seat belt--a special connector that lets you control your iPod from the szeeﬁng wheel of a BMW.

Music hits people's emotions, and buying sontething: that opens up one's entire music collection--up to 10,000 songs
in your pocket—makes for an intens¢. relationship. iPod users often obsess, talking incessantly about playlists-and se-
gues, grumblmg about. ghtches fixating on battery life and panicking at the thought of losing their digital friend. "It's'as
much a part of my life as eatmg and drinking," says Shanmugam Senthivel, 28, a Singapore systems analyst. Fans of the
device use it for more than music. "It's-the limousine for-the spoken word,” says Audible CEQ.Don Katz, whose digital-
audiobook company has been revitalized by having its produicts on Apple's iTunes store. (Podsters downloaded thou-
sands of copies of Bill Clinton's autobiography within minutes of its 3 a.m. release last month.) And computer users
* have discovered that its vast storage space makes it a useful vault forhuge digital files: the rhakers of the "Lord of the
Rings" movies used iPods to shuttle dailies from the set te the studio. Thousands of less accomplished shutterbugs store
digital photos on them.

iPods aren't consplcuous everywhere—theu‘ populanty seems centered on college towns and big cities from London
to Los Angeles--but sometimes it sceims that way, Earlier thiis year: during the Apple vs. Apple case; wherein the Beatles'
record company is suing thie computer firoy-on a.trademark issue; the judge wondered if he should recuse himself—
because he is an:dvid iPod user, (The litigants had no- objection 1o his staymg 01i.) A repoit from London-based Informa
Megdia, released last-week, predicts that riore than 21 million mobile music players will be in‘use: around the world by
the end of this year, a-quarter-of then 1Pods

In 1997, when Steve Jobs returried to the then strugglmg company ‘he had cofounded; he says, there were no plans
fora music initiative. In fact, he says, there wasn't a plan for anything. "Our-goat was to revitalize and get organized,
and if there were opportunities we'd see theni;* he.says. ""We just had to be ready to catch the ball when it's thrown by
lifer Afier some painful pmk—sllppmg and some joyous innovating; the company was solvent.

But in the flurry, Jobs

GRAPHIC: GRAPHIC(text/chans/graphs) Thc New Musical Icon: App[e 's portable has mvngorated the company S
profits, and is-changing the-way people buy-and store-music. The iRod effect: (graphic omitted); PHOTO: The New
iPod: Features: Circular touchpad for edsier sérolling; shuffle with just.one click; Price: Top-of-the-line model now
$399, a:$100 cut; Play: A 50% boost in battery lrfe without more wexgh!’ Color: Despitethe rumors, still as pure as the
driven snow
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Since its :introduciionneavrl'y three years gd, the iPod has pulled off an amazing feat tlia't‘gocs'l.)eyond squeezing’

. the contents of several shelyes-of CDs:into.your pocket. The portable music player has helped transform Apple--from a
‘computer company serving a loyal (but relatively small) contingent of users, lo the world’s chief purveyor of legal digi-’

tal music-and digital music devices. Apple hopes to keep the music’playing with the latest versions of the iPod—this-
generation incorporates hardware and software ¢hanges that alter the device's look and feel. - :
‘Hardware Happenings. ‘ ' o ' )
Like previous updates, the fourth-generation iPod isnotably different from earlier editions, both on the insid_e and
on.the outside. ’ ' o 4
_* Clickand Rol} Apple-faced a significant de_sign challenge when it asschl_bied the slim iPod.mini-fitting all the con-
‘rols.and functionality of the original iPod’s; manual interface on a diminutive version of the music player. Bom'of nc- -
cessity, the iPod mini's Apple Click Wheel'now has d home on the full-size iPod (see “iPod Close-up™).
(ILLUSTRATION OMITTED] ‘
[TLLUSTRATION OMITTED} - - | o : o
‘In form and function, the Click Wheel is very similar to the ring of buttons that surrounded the scroli'wheels of the
first-and second-generation iPods. Gone is the herizontal row of four touch-sensitive buttons introduced in April 2003.

Its départure will be welcome news to iPod users who coniplained that the:four buttons. were too easy to touch acciden~
" tally and too unwieldy to operate on purpose—as well as to people who postponed buying a new. iPod-far that reason.

(Even so, Apple sold more than 860,000 iPods and iPod minis from April to Junc 2004~buttons and all--bringing total
iPod sales to more than 3 million since late 2001.) . ’

With those buttons gone, the new Click Wheel pulls double duty, providing a wheel for scrolling through songs,
ments, settings, and the:like, as well as a'set.of buttons. Next/Forward, Play/Pause, Previous/Back, and Menu controls
are on the edge of the wheel, at the three, six, hine, and twelve o'clack pasitions, respectively; a slight push on the wheel
-at those positions acts fike a button clicl§. Those clicks let you controf playback and navigate the iPod's interface. You
make selections by clicking a button in‘the center of the Click Wheel. (You do have to physically push dewn ‘this but-.

. ton--it's not touch-sensitive like the onc on the last-generation of iPods.) Stan-Ng, director of iPod product marketing,

says that iPod customers prompied the change; they told Apple that the Click Wheel simplified access fo menus and
browsing, since it didn't force them to take their fingers off the wheel to.access the buttons. .

[ILLUSTRATION OMITTED]
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In a departure from previous models, the latest iPod doesn't have the familiar all-white design. The Click Wheel is
now gray, which Ng atiributes to bath aesthetics and function. “Our industrial-design team decided on something that

looked great," Ng says. "And from snmpllclty and ease of use, it brings you-directly to it—you know where to put your
- thumb.” -

Better Battery The first two incamations of the iPod promised 10-hour. battery life. That changed !ast year, when
battery life on the third-generation

iPod-dropped 10 8 hours—a change that the device's more compact design necessitated.

The néw iPod reverses the downward trend, with a battery rated to.run for 12 hours ori a single charge. Apple at-
tributes the longer battery life to several factors. "It is'a slightly higher-capacity battery,” Ng says. "But the majority
comes from engineering of a new hardware architecture and new software.” Both factors reduce the iPod's overall
power consymption. Like the batteries in earlier iPods—and.in any device that uses a lnhlum-lon power source--the new

Dbattery has a finite'number of charge cycles (see "Mac Users iri a Fix," Mac Beat, April 2004). Eventua}Iy, it will wear
out and need to be replaced. -

The iPod is.still rechargeable via its AC power adapter, its FireWire, cable connected dxreptly to-a Mac or a PC, or
the dock. (which: is included-with the 40GB model: or is available 3 asa$ 39 add»on for'the 20GB mode!). And for the’ first
time with. the full-siz¢ iPod, you ¢an charge via an mcluded Use 2 .0 cable, Just ds-youi can with:an-iPod mini.

A word about the iPod dock--Apple sells a version made: specifically for the Chck Wheel models. But since the
connection is the'same as with the previous dock, you should be able to'use an older dock with your new iPod. And
sifice the iPod's dock connection remains the same, rost third-party accessories compatible with the previous model
'should work fine-with the néw versions.

Curious Capacities The new iPod is available in two, configurations; 2 20GB mode), for $ 299, and a 40GB medel
for $ 399. These capacities should sound familiar—Apple offered both sizes in the: third-generation iPod line,-but those
older modeéls:cost $ 100:mote than. their fourth-generation counterparts. That fits with. Apple's pattern of dropping prices
on older capacities as production costs fall and-new, technologies emerge. However, unlike prevxous iPods, nejther.new
model comes with.a remote control or a case--a decision Apple made in order to keep the price down, according fo Ng:

“Thi§ is'the first time that the hlgh-end model in-a new generation:of iPods hasn't had an increased storage capacity
(see "The iPod Evolves*). Thiis is particularly puzzling in light of Toshiba's June announcenient that Apple was' ordering
the hard-drive maker’s new 1.8-inch, 60GB hard disk. That new.drive was expected to be available to manufacturers this
simmer, makinga 60GB iPod an obvious chbice'to fill the § 499 spol notcurrently included among Apple's iPod offer-
ings. When pressed for details about a néw model based on Toshiba's. 60GB mechanism, both Ng and.Greg Joswiak,
Apple s vice president of hardware product maiketing, dcclmcd comment.

Pod Problem? As this issue went to. Jpress, some usérs of the new lPod had reported hearing static and noise
through the headphones whenéver the iPod accessed its hard drive—for instance, when the iPod was transfemng sengs
from the hard drive to RAM cache. Such tranisfers happen when yow skip through several songs or listen to more than
25 minutes of musi¢-at a time. The cause of the static is unknown Apple did not respond to several requests for com-
ment.

Under the ﬁood

The software ruining on the iPod often gets lost in the glitz of Elesngn hard-drive space, and accessory issues. But:
it would be-a mistake to overlook version 3.0 of the iPod software, since it adds- several features that wilt affect how you
use your:music. player.

Menu Magic iPod navigation has gotten a lune-up. Replacing the ambiguous Browse item of previous software .
versions is a Music menu (though, curiously, Music alsd includes an Audiobooks entry). It gives you access to the same
Artists, Albums, Songs, Genres, and Compesers search methods as before. New to that list is Audiobooks. “We heard
{from customers] that audiobooks were a great way to pass the time while commuting or on a plane Ng says. "So we
made audiobooks [a] category.™

. Book Smart The updated software does more than just give Audibie-format audiobooks their own menu listing; it -
also gives you new control over playback speed. The software leis you speed up or slow down audiobook playback
without changing the pitch (and making it sound as though you were listening to a tape player running low on battery
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power, or to a person who had inhaled helium just before the recordmg session). So this feature should prove useful for
speed-listening or for forelgn -language mstmcnon .

[TLLUSTRATION OMITTED]

Like iTunes, the iPod recognizes an audiobaok by its file type. If you use a utility such as FileBuddy to change the
file type of an AAC file from M4A (unprotected) or M4P (iTunes Music Store file)-to M4B (with a blank space at the
end), you can change the speed of a song the way you would an audiobook. You'll also be able to take advantage of the
iPod's audiobook bookmarking feature, so you can continue playing back asong from where you left off (great for long
pieces, such as symphonies).

Serious Shuffle Shuffling through a plgyliﬁ,- or an entire iPod, is a fun way to enjoy your music with an element of
surprise—it's like listening to a radio station that plays only-music you like. To enhance that capability, Apple added a
Shuffle Songs option to the main iPod window..Clicking on Shuffle Songs automatically shuffles all your music--

. excluding audiobooks--and ‘begins playing. That saves you from having to'turn on shuffling in the iPod's Settings menu. -
and then browsing several leveis down in ordec to select alf songs.

Playlists To Go ‘The On-The-Go. Playllst feature; which lets.iPod users create their. own playlists away from aMac, -

-lias been enhanced. Now you'can create-and save, multiple On-The-Go- -playlists.on the iPod. To save an:On-The-Go

playlist, j Jjust’ scrolkto the boftom.of the playlist and.chioose:Save Playlist. The iPod will give it. -a unigue name; Such as
New Playlist.1. Once the. playlist is saved, you canstart crcatmg an entlrely new On-The:Go playhst You:cari also de¢-
lete songs from an On-The-Gg playhst Just chck ‘oh 2:song in the playlist and hold down the center button.

Polyglot. Pod Until now, the iPod-has supported 14-1anguages for displaying song, artist; and album information.
The new software doubles'that by adding 14 more languages, including Russian, Croatian, Czech, Greek, Polisk, and
Hungarian. : .

Good Listener One feature-not liyped by Apple is the iPod's ability to sense headphone connection status. If: you're |
hstenmg to-music and yoir pull the headphione jack out of its por, the iPod will pause. (The same feature also worksif
you've got something else, such as a cassette-adapter, plugged into the headphone jack.) Reattaching the headphones
does not start the music playmgagam—-you need-to do that yourself. If the iPod is in sleep. mode or turned off, plugging
in the headphones will bring it to life but won't start playback.

The Last ‘Woid

The.changes mtroduced in-the latest iPod generatlon aren't necessarily ciaborate, but tliey are. sxgmﬁcant. Unlike:

’ past:updates, which have introduced riew functions or expanded compatibility, these changes seem aimed at improving

the-overall iPod experience. The new features may not revalutionize how you use your music player-<but if you're an
iPod eathusiast, then a new Click Wheel, longer battery life, and key software enhancements-should gjve you plenty to
smg about.

THE iPOD EVOLVES

‘Each major update to Apple’ s iPod'has ‘introduced ‘changes, both sweepmg
and subtle to the portable music playér. -

RELEASE BATTERY
MODEL DATE CAPACITY PRICE LIFE

First- October2001 SGB  $399 10 hours
Generatior}

iPod  March2002 5GB, 10GB $399,$499 10 hours
Second- July2002  5GB, 10GB, $299,$399, 10 hours
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Generation 20GB $499

iPod o

Third-  April 2003  10GB, I5GB, $299,$399, 8 hours
Generation 30GB $499

iPod

September 2003 10GB, 20GB, $299,$399, 8hours
40GB"  $499 '
iPod mini January2004 4GB $249 8 hours
Fourth- July2004  20GB,40GB" $299,$399 12 houirs

Gernieration

iPod

MODEL  INTERFACE PORTS
First-  scroll wheel FireWire:
_Geherafiqn

iPod  scroll wheel FireWire
Second-  touch wheel FireWire
Gcner_dtion

iPod

Third-  touch wheel, touch-  FiréWire and USB 2.0

. Generation sensitive buttons  dock consiector (no

iPod USB 2.0 charging)
A touch wheel, FireWire and USB, 2.0
touch-sensitive buttons dotk connector(no.
USB 2.0 charging)

iPodmini Click Wheel  FireWire and USB 2.0

A . dock connector
Fourth-  Click Wheel FireWire and USB
Generation 2.0 dock connector
~iPod

SOFTWARE

MODEL COMPATIBILITY HIGHLIGHTS

First- Mac iTuncs 2 integration
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Generation
Pod Mac contact-list storage
Second- Mac, Windows Genre and Composer

Generation (via FireWire) organization categories,

iPod audiobook support

Third- Mac, Windows text notes, alarm clock,
" Generation On-The-Go Playlist -

iPod feature

Mag, Windows  text notes, alarm clock,
‘On-The-Go Playlist
fedture, voice recording, .
* photo Importing; -
.i—ffo,dlmjni’ Mac, Windows no support for voice
recorder or photo input '
Fourth- Mac, Windows new Music menu,
Generation Shuffle Songs fe_aﬁirq,
iPod support for multiple
' On-The-Go playlists
. RELATED ARTICLE: Big iP6d on Campus :

_ sti;yem:studcnﬁ at Duke University are already familiar with the details of Applé's new iPod. Officials at the .
. ‘North Caretina school handed out 1,650 of the 20GB medels to:incoming freshinen as they arrived on cauipus in'Au- -
gust. :

(ILLUSTRATION OMITTED}

‘Duke administrators expect their students-to use the.iPods for carrying around more than ihe latest Black Eyed .
Péas song. Instead, the portable music players are-part-of a pilot program, designed by Duke-and Apple, aimed at using
the iPods as an educational tool. *We think the power and flexibility of these devices offer some real advantages over
other media used to distribute educational content, such as-CD-ROMSs aid DVDs,” says Tracy Futhey, Duke's vice
president of informmatian technology. ’ ' ’

Fhe iPods the Duke freshmen received cameé preloaded with content on.campus life, includirig orientation informa-

tion and an academic calendar. A special Duke Web site modeled on the iFunies Music Store.offées downloadable .’
coursé-content, including Janguage lessons, music, recorded lectures, and audio books. (And, yes, Duke students ¢an.
purchase music through the site.) Since computer ownership isn't mandatory for incoming freshmen, Duke lets students
hook up-their iPods to coniputers at labs around campus.

Dike finarices the pilot program, which includes another 150 iPods slated for other academic and support needs,
thirough strategic-planning funds set aside for one-time uses. The aniversity plans to-evaluate the program after a year.--
PETER COHEN ' - o -

Macworid Senior Editor JONATHAN SEFF has been.using an iPod since they. were first unveiled l?ack in 2001, -
and he has already traded in his old iPod for a 40GB Click Wheel model. ’ '

Photograph by Charies Nucci
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HOT STORIES OF 2004 2005 STORIES TO WATCH THE [POD GENERATION PORTABLE DIGITAL
AUDIO PLAYER BECOMES THE APPLE OF TECHNO-CENTRIC EYES

Benny Evangelista, Chronicle Staff Writer

The iPod established itself in 2004 as the must-have electronics device of the holiday season. Apple's sleek music
player is leading a shift in consumer behavior that could ripple throughout the entertainment industry in 2005 and
beyond '

Jerrod Hofferth could be the poster child for the iPod generation.

“I've got my phone in my left pocket, my Palm Pilot in my right pocket and my iPod on my belt everywhere [ go,"
said the 20-year-old aerospace engineering student. "My mom has one, my girlfriend has one and my brother has
one."

Years from now, 2004 could be regarded as the year the iPod generation became a force. Apple Computer Inc. in-
troduced the portable digital audio players in 2001, but sales of the iPod and iPod Mini really took off this year,

swelling the ranks of users beyond early technology enthusiasts to include mainstream consumers.
Although the market for digital audio players is crowded with competitors;,

analysts believe the iPod has staying power for 2005 and beyond because of what it has become: the symbdl of a
techno-centric generation that has come to expect instant, ubiquitous access to information, communication and en-
tertainment.

"I've called the iPod the first cultural icon of the 21st century,” said Michael Bull, a British university instructor
who has become known as “Professor iPod" because he has spent more than a decade researching the societal effects
of portable audio devices, starting with Sony's Walkman portable cassette player. '

Unlike other hot tech gadgets like DVD players, iPods have become more than a box of microchips and software.
Owners of iPods develop a more personal relationship with the digital players, calling them life changing and even
giving them names, like PankyPod, Smeagol and the Mad Mango Magnificent Music Machine.

© 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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New research shows that the ability to create personalized playlists for digital audio players is causing a shift away
from traditional radio, where playlists are controlled by a DJ or program director.

Digital audio players have become electronic DJs. There are night clubs in New York and London that host contests
pitting one iPod owner against another.

“Is the iPod a fad? Not really. It's the next stage of music listening,” Bull said in an e-mail. "It represents a merging
of aesthetics with technological functionalism ... thus permitting you to join the rhythm of your mind with the
rhythm of the world."

That, in turn, is causing a shift of the “celebration of culture” away from large communal areas such as a cathedral,
“a space we could all inhabit, " to the world of the iPod, "which exists in our heads," he said.

Bull, a senior lecturer in media and cultural studies at the University of Sussex, is working on a book due out next
year on the iPod culture and urban experience. Seldom has a single tech gadget engendered such scholarly examina-
tion or come to define an entire category of similar devices even if they are not iPods, in the way Kleenex is the ge-
neric word for facial tissue and Coke signifies a soft drink. :

“It's become a household name used in describing an MP3 player," said Dennis Lioyd, founder of iPodLounge.com
in Irvine. The Web site, which has tumed into a full-time profitable business for Lloyd, draws 1.2 million unique
visitors each month and has 40,000 registered forum members like Hofferth, an Arizona State University student.

Lloyd started the site about a month after Apple introduced its first iPod in October 2001. Apple had sold a total of

more than 6 million by the end of September 2004. Analysts, who note that the iPod is selling faster than the Sony
Walkman did at a similar stage, estimate sales of more than 4 million during the final three months of 2004 and as
many as 10 million to 12 million in 2005. :

Retailers like Amazon.com and Best Buy reported heavy demand for iPods this holiday season and said they had
problems keeping the most popular models in stock. ‘

The iPod uses a small hard drive to store up to 10,000 songs, allowing users to carry in their hand all of the music

they buy. It wasn't the first portable digital music jukebox, but Apple succeeded in designing a sleek, easy- to-use
product that satisfied consumers.

Moreover, iPods are becoming more than just music players. Duke University, for example, gave incoming fresh-
men iPods loaded with orientation material and the academic calendar, while a private girls' school in Manhattan
requires them for foreign language classes. UCLA radiologists use iPods to store medical images.

The iPod's success is due in large part to'Applc's heavy marketing campaign. But newer members of the iPod gen-
eration say that as they saw co- workers and friends carrying them, the devices began to sell themselves.

San Ramon eighth-grader Peggah Elahi, for example, figured as many as 10 percent of the students in her middle
school have iPods. That's why she was so excited the day she finally saved up enough money from her allowance,
baby- sitting jobs and gifts to buy her own blue iPod Mini.

"I thought they looked really cool,” Peggah said. "When I actually saw it, when I got to listen to my friends' iPods,
that influenced me more than one of those ads. It looks really good because it's way more compact than a CD player,
and you can have so many songs on it." '

© 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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The $250 price "seems like a lot, but I think it's worth it," she said.

“It's just cool to have. It's fun to listen to."

The iPod generation isn't limited to young music fans.

“In New York, you can't believe how many people are walking up and down Fifth Avenue with iPods," said 72-
year-old Martin Garin, a retired amusement park operator in Secaucus, N.J. Garin owns two i{Pods, a 40-GB model
and a 20 GB, and says his girlfriend also owns an iPod.

“[ use it a couple of times a week," Garin said. "I have it set aside for any kind of long trip. I used to travel to

Europe with a CD player and piles of CDs. Now [ have this thing in my pocket. It's a little bit bigger than a pack of
cigarettes, and it has all the CDs I need. It's so versatile, and the software is so silky smooth."

Nor is the appeal of the iPods limited to the United States.

"My iPod is with me all the time,” Alicia Bankhofer of Austria said in an e-mail. "It never leaves my side. It has a
permanent place in my bag. When I shop for new bags, they have to accommodate my celi, purse and iPod."

Bankhofer, 33, owns a 10 GB and a 15 GB iPod and an iPod Mini and plans to buy an iPod Photo "when the price
comes down a bit."

“People think I'm obsessed, and they are probably right," said Bankhofer,

33, who listens to both music and audio books on her iPods. "All of my friends know about my iPod, and I have had
two or three people buy iPods on my recommendation." . :

Bob Levens, 48, who lives just outside Cambridge, England, bought his second iPod in -August, a 40 GB version,
plus an iPod Mini for his wife.

*It has helped me enjoy my music collection more," Levens said in an e- mail. "Whereas before, I would stick a CD
into the hi-fi and sit and listen or maybe read, the iPod has allowed me to carry my music around with me and also
listen to some CDs that had been relegated to the back of the shelf. I rarely listen to mainstream commercial radio."

‘That's a trend marked by research released this yeér from several radio consulting and ratings firms. It's also evident
in an increasingly popular Internet pastime called "podcasting," in which individuals become personal radio stations
by creating their own online audio content for others to download and store on portable MP3 players.

Bridge Ratings LLC of Glendale released a study that showed young people ages 12 to 24, traditionally an impor-
tant demographic group for the radio industry, listened to regular AM or FM radio for an average of two hours and
25 minutes per day at the start of 2004.

By September, that average had shrunk to about two hours, while the average time spent listening to alternative
audio sources — MP3 players, digital satellite radio and CDs -- increased by about a half-hour per day, said Bridge
Ratings President and Chief Executive Officer Dave Van Dyke.

In the 35 to 64 age range, there was a 16 percent increase in the use of alternative digital audio sources.

© 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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"It's all about giving me what [ need when I want it," Van Dyke said.
“That's something that traditional radio can't provide as well as your computer or your digital music player."

It may be several years before the major segment of radio listeners, those who don't normally adopt new technolo-
gies untii they become commonplace, discover alternatives such as MP3 players. So it's too soon to pronounce the
death of traditional radio, he said.

But there is a clear shift that started during the original Napster file- sharing craze that the radio industry has now
begun to acknowledge. Van Dyke noted that radio giant Clear Channel Communications Inc. this month started a
new strategy called "less is more" to reduce the number of commerc1als per hour, a major source of listener dissatis-
factlon with traditional radio.

Hofferth, the Arizona State University student who is on his second iPod after nearly filling his first, said he never
listens to radio for music anymore. When he was asked which of his portable gadgets he would choose if he could
only pick one, Hofferth said that he wouldn't mind giving up his cell phone and that he mostly uses his personal
digital assistant to play games,

[ guess [ would take the iPod," he said. "The iPod I use hours and hours every day."
PHOTO (3)

(1-2) After saving $250 from her allowance, baby-sitting jobs and gifts to buy an iPod Mini, San Ramon exghth—
grader Peggah Elahi, 13, enjoys listening to her tunes.

Penni Gladstone’

The Chronicle, (3) Peggah Elahi, 13, downloads music from her computer to her iPod Mini. "It's just cool to have.
It's fun to listen to," she said.

Penni Gladstone
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BODY: . _ .
SAN FRANCISCO -- Apple Computer introduced a radically different-looking computer Tuesday and a new
economy-priced iPod digital music player for $99 -- both aimed at profiting from the hot-selling iPod. -

Wall Street had expected the products. But the new iPod Shuffle is $50 lawer than analysts and Intemet gossip sites
had speculated. And the computer, the $499 Mac Mini, is Apple's lowest-priced ever.

"People who are thinking of switching will no longer have an.excuse not to,” Apple CEQ Steve Jobs said at the
Macworld trade show here. : :

The Mac Mini is a tiny box with a slot to insert a CD or DVD. It's 2 inches tall by 6.5 inches deep and weighs 2.9
pounds. It comes without a keyboard, mouse or monitor. Jobs said that, as most people already have that gear, they can
buy the Mac Mini as a second computer.

" Apple historically has asked premium prices for its products. And even théugh critics rave about its wares, its share
of the computer market is tiny: 3.5%. With a sub-$500 computer, tech anatysts think, Apple finally may get iPod users
. to switch from Windows PCs. ’

“Apple has hit a real nerve," says independent analyst Tim Bajarin of Creative Strategies. "For the first time, people
are going to have to seriously consider switching." '

Gene Munster, an analyst at securities finm Piper Jafffay, said Apple's move takes away. the "big negative”
customers have had about Apple: its higher prices. The Mac Mini "will have a dramatic effect on computer sales,” he
says.

Smash sales of Apple's iPod digital music player — 10 million since 2001 and 8.2 miltion in 2004 alone -- have
transformed the company. Its retail stores, for instance, are huge hits.

The new iPod, meanwhile, is different from other models in that it has fo preview screen to see what song is
playing. Jobs says the unit is so small that users won't care. '
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In a twist for Apple, the Shuffle is priced lower than competitors'. It starts at $99 for 512 megabyltes of intemal
memory, good for 120 songs. Competitive models with that amount of memory from iRiver and Rio sell on Amazon for
$177 and $184, respectively,

The Shuffle is so low-priced that some consumers might just buy it and skip the more expensive iPods, whxch start
at $249 leaving less profit for Apple.

Bajarin says thal's a Iegmmate concemn.

“This move isn't so much about making more money as it is to get more people to experience the iPod," he says.

About the iPod Shuffle
* Smaller than a pack of gum. Shuffle, right, at its actuai size.
* Weighs 0.78 of an ounce.
* Storage of 512 MB or 1 GB.
* Holds up to 240 songs.
* Battery life up to 12 hours.
* Starting at $99.
Source: Apple
GRAPHIC: PHOTO, Color, Apple

LOAD-DATE: January 12, 2005




:E gl‘l ;Ei!&’ ;gs:liiql!! gi ii i 3'
¢ 'z 25 g
silis; 5533,& 2] %%a‘éf?; iiiia iai r g%%i

sqia'

2 f
‘s'il‘l ﬁzr; .5

gng T pg .! 8k
!g i
‘s’a‘l A g

dﬂlﬂ
Ny ifod?
—
 encourire, he ko e

ﬂm&lﬁ

}zhg 13 !1“ ‘u!{l& ]
gﬁ gg %,E §‘i“= :
i i1 i’*ﬁi Eii i
=7 !ﬁﬁggﬁixgﬁa‘ﬁ{j £§!§a§x“€=3

%
ﬁ!g ii

r’s

75 CENTS
Schieffer to be CBS interim anchor m 1D

15115‘
igii ifi 1!!?"3 s!fﬁs 5’3 IE{E'

b
:
T
s.
T
g
.
s
g
g
]
{
£
g
g
-
E

Apple’s hip
music player

ires
famrsxgtical
devotion




Page 5

FOCUS - 48 of 89 DOCUMENTS

Copyright 2005 Time Inc.
Fortune

February 21, 2005
SECTION: U.S. EDITION; FEATURES/COVER STORIES/TECHNOLOGY SPECIAL; Pg. 66
LENGTH: 4588 words

HEADLINE: How. Big Can Apple Get?;
‘Back from near oblivion,. Apple is setting the pace in.a neéw- dxgltal 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 fSCHLENDER

) BODY:

“My Gdd, there really has-been a genie locked in thatbottle!. Applé's innovation and creativity have been unleashed
in a way that they haver't been in 20 years, Look at thé results. This-isn't a company about 5% market sharg; this is a
company that 35 capable of competmg with-world-class competitors and achieving market shares of 65%,’ 70% and even
90“/ A

Steve Jabs, the snlver-tongued king of Apple Compuler is explammg ‘how tlie world's opinion of his company has

~ risen with the triumph of the iPod. We're ini.our:third phone conversation, _following up-on 22 1/2 -hour interview in the
Apple bbardroom a few. days before. Jobs is- obviously feeling good,and with good reason. Overnight, it seems; Apple
‘as broken out-of its box as a boutique computer maker and emerged as a force to be reckoned with inconsumer elec-
tronics, music, and who knows what else. “The great thmg is that‘Apple's.DNA hasn't changed,” he says. *The place
wheré Apple has been standmg for the last two decades is exactly wheré computer technology and the.consumer elec-
tronics markets are convergmg So it's not like we're havmg 10 CIOSS the river to go somewliere else;. the other s:de of the
river is coming.to us.”

Apple s recent achievements, in fact, make lt'look asiifit is walking.on water. Its stock price, which: languished-dur-
ing and after the dot-com crash, suddenly more than tripléd last year. (It recently hit an;all-time high of nearly § 80 a
share.) In January, Jobs crowed that Appla had posted the highest revenues and- profits in its 28-year history for its fiscal
- -first quarter ending Christmas Day. Propelled by. sales of 4.6 million iPod portable digital music players, revenues
zoomed by 74%, 1o $ 3.5:billion for the quarter, putting thé company on track by analysts estimates, for a$ 13 billion
2005. Meanwhile profits more than tripled.

*The DNA may-not have ¢haniged, but the external transformation is- d-mauo. No longer is.Apple's business llmltcd .
. “to computers—though it did sell more than a million Macs last quarter foy.the first time in four years. Today the com-
pany s ever—expandmg preducts encompass multimedia applm,tlons for creative professionals and consumers, the thriv-
|ng .Mac (pronounced dot-mac) Internet subscription service, and a popular line of easy-to-use wireless networking
gizmos to link comptiters 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 aluminura templés that fuse fasn-
_ion, technology, and reverence for personal creativity into something Jobs hkes to call the "Applc user experience.”

In'his. first extended interview sincc undeigoing surgery for pangreatic cancer last summer, Jobs eagerly explains -
how Apple has pulled alj 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 gtz.mo or ultracool ad campaign or trcndsettmg industria! design. None of those, he says, is Apnle's core strength or
primary competitive advantage. Instead he's going to talk about software--the centrat strand that runs through all 6f 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 hlgh—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. Indéed, the whole iPod pheriomenon is, undemeath 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 growthi 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, whith
tumed 20 years old the day we sat down to talk. Software, in a word, is the genie in Apple's multibillion-dollar bardware '
business. :

Steve Helps Himself

" Your typical corporate CIO must be ‘wondering, "Why dren’t there Some nice new exciting: appllcattons for.me?"
-Nothing has really changed in his; world, while on the consumer side there's all this cool new stuff like iTunes dnd the
iPod and iPhoto and iMovie. Thal's where the real innovation is now, and Apple is driving it.

- BILL JOY CO FOUNDER AND FORMER CH-IEF SCIENTIST AT SUN MICROSYSTEMS

Think back about just how irrelevant Apple seemed even two years ago. [ts share of the personal-computing mar-
ket had shrunk incxorably throughout the §990s to-a tiny 2%. It had slogged through néarly a decade of dwindling influ-
- ence and financial pain. The consumer-oriented Mac couldn't run many-of the programs that PC usem—cspecnally those
in business settings--needed. ‘Corporations, which buy the bulk of computers, were at best keepmg a few Macs around to .
handle creauve tasks like photo editinig and documcnl design. :

By the late 1990s, Apple was making even its most loyal users doubt the poiat of sticking with the company. Its
operating systera was an unstable patchwork, and programmers were growing ever.more reluctant to write for Mics or
adapt their PC programs to nuii on the machines. Apple knew it needed help. It-turned 16 a man who had started if all:
Steve Jobs. Since being pushed.out in 1986, of the company he had co-founded, Jobs had: -gone on'to. start andther ¢corm-
puter-company, Next, and to take over what would:bécome the animation powerhouse ‘Pixar. Apple bought Nextin
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 10 keep thic place afloat. He pruned the
product ling in his first full year as CEQ, causing révenues to sink-some 15%,t0 $.5.9 billion-little mare than hialf of
Apple's peak sales in 1995. One of his first moves surprised Apple partisans--he turned for help to his! Tongtime rival

" Bill Gates. The two struck a deal under which Microsoft bought $ 150 million of Apple stock and promised to keep
‘supp]ymg Microsoft Office and Internet Explorer, for the Méc, programs that made Apple's computers at feast somewhat
<compatible with the PC world. (chrosoﬁ's stake in Apple is now worthi well over $ 1 billion.y At the same time, Jobs
used hardware to-create buzz. In 1998, .Apple launched the iMac, a fun, jellybean-colored machme that—while little dif-
ferent mterna!ly from its predecessors»qmckly became a fashion Statément.

But in truth, he was using the Mlcrosoit dcal and the iMac'to buy time. Jobs' big bet was on Mac os X, anew op-
erating’ system based on his‘work at Next. Unlike the.old Mac OS, this one would be based on Unix, an operatmg 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 2 moon shot. n 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, arnmated graphics and an-abundance of
useful and novei features, built on top of mdustnal-streng(h code. OS X made jt easier to write applxcatwns made pro-
‘grams ruh better, and alfowed for much easier plug- and-play of camcorders and other consumer-products.

OS X gave Apple the foundation it needed to bmld 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. Jabs had assumed that this vote of confidence would inspire lhtrd-party developers
to come up with software for, say, editing home videos on a computer or managing photos or digital music. Buta 19938
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
cameorders: a-video-editing program for professionals called Final Cut Pro and a simplified version for consurers.
called iMovic. 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 tumn the computer into 2 home studio: iMovie, iDVD (for recording movies, digital photo slide shows,
and music.onto T V-playable DVDs), iPhato (for managing and touching up digital pictures.and making slide shows),
GarageBand-(for makirig and mixing your own music); and the iTuncs digital-music jukebox, iWork, aimed at people
who like to make presentations and put out newsletters, is equally slick: It consists of @ PowerPaint-like program called
Keynote and-a flashy word-processor/page-layout prograin called Pages. : S :

. The steady strear o(";SoﬁWare not onty kept the blr.d.alive'but also-heiped Apple creaté a tidy new line of b;:kix;ess
Graduilly usersbegan'to notice that the company was defivering truly innovative programs and continugusly. improving
them. Today Apple gets people hooked with free online updates and then, every year or'so, offers.te scll thiem.a Gl

~ overhaul Ioad:ed with.new features—and niore and more users are willing to pay. OS X has alieady gone through four
. versions, named Cheetah, Puma; Jaguar, and Panther. It's a tactic that Microsaft and other software makers havetried
" with much less success—Windows users in pasticular have giown leery of the chronic computer crashes and conflicts
" between programs that its upgtades 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 centegpiece of hiis marketing strategy, which is to differentiate the: Macintosh from Win-
dows PCs by positioning it as 2 complete iultimedia maj chine. 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 hub~-
dreds of dollars, and the various Windows programs don't interact easily with one another. "Everyon¢ in every cormer of,
the software business could.leam a lot from-iLife," says Bill Joy, the legendary computer scientist, niow a Silicon Valley
venture capitalist. ’ ‘ .

Triumph of the iPod

1 remember sitting with Steve and some. other people night after night from nine untii one, working out the user in-

" terface for the first iPod. It evolved by trial and-error irito something a little simpler every day. We knew we had. .

reached the end when we looked at each otherand said, “Well, of course. Why would we want to do itany other way?™"
— JEFF'ROBBIN, LEAD SOFTWARE DESIGNER FOR ITUNES AND THE IPOD

'IT;eleSt example of haw clever software plays the ﬁiyota‘l, role in unlocking huge hardware Qppo,'rtunigies for Apple
is the saga of iTunes.and its progeny~—the iPod and the iTunes Mausic Store. Their lightning evolution démonstrates how,
‘when.the coders really get rolling and follow their noses, oné technological breakthrough leads to-anotlier in a virtuous

cycle that Jobs, the snarketing whiz, can cxploit to create "usér 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 iicarly missing the boat.

"] felt like'a dope,” says Jobs, thinking back to sumimer 2000, when his fixation on perfecting video-editing onthe
Mac distracted him from noticing that millions of kids were using computers and CD bumers to make audio CDs and to
download digital.songs called MP3s fiom illegal online services like Napster. Yes, even Jobs, the technological vision-
ary of his generation, occasionally gets caught looking in the wrong direction. "1 thought we liad missed it. We had.to
waork 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 theusands of songs-on
the computer? Windows PC users already had several jukebox programs to choose from, but only 2 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, Soundfam,
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wasn't ready for market, but Jobs bought the company anyway, primarily because Robbin had impressed people while at
Apple before.

The-alacrity and breadth of what transpired over the next i3 months are hard, to believe in hindsight. Robbin and a.
couple of qther programmers started over from scratch and pounded out.the first version of iTunes in less than four
months. That was just in time for Steve to show-it.off at the- annual Macworld trade show. The application simplified the
importing and compression of songs, but more important, iTunes was a powerful and ingenious database that could
quickly. sort tens of thousands of songs in a multitude of ways, and find particular tracks in a trice.

Even before iTunes was out the door, Jobs, a music nut himself (he favors Dylan and the Beatles), recognized that
although storing and playing music on a computer was pretty cool, wouldn't it be even cooler if there was a portable,
Walkman-like player that could lold all your- dlgxtal music so that you could listen to it anywhere? He asked Robbin to-
pitchi in on the portable-player project, 2 much more complex undenakmg that required not only modifying iTunes but
also building a tiny new operating system for what was basically a ‘miniature computer, and designing a-user interface
that could sort and navigate niusic filés on it with the same sophistication as iTunes on'the Mac. It was another crash
project that ylclded the iPod just nine moaths later; in. November 2001

) Only after playing with iPod prototypes did Jabs and his geeks reallz.e that the. whole iPod "platform was still

missing something, namely an online store for buying downloadable songs. They kitew theze Jiad to be an easier way to

_get music for your iPod and your computer than’ by labotiously ' nppmg" audio CDs into your computer. But talk.about
a software challenge: An online store would require building an. ¢-business. mfrasu'ucturc that could. automatically both
serve up the:songs-aid take care of bnllmg and‘accounting for conceivably ml]llonsof purchases Plus, they'd have to
construct a “storefront,” either as a website or preferably by modifying iTunes yér agam s thiat the store was incorpo-
rated: right in‘its screen. And then they'd have.to persuadc big record companies—firms like ‘Sony and Universal MUSIC
were paranmd about downloads—to buy into miake the goncept work.

Still, less than 18 months:aftet the rollout of the lPOd, Apple's iTunes Musnc Store opened for business in April
2003. "We had hoped to sella million songs in the first six ionths, but we did that in-the first six days,” says Eddy Cue,
the corporate IT spemahst who led:the project and is now a vice president.for applications. In the meantime, Robbin's
crew-devéloped a version of iTunes for Windows PCs; expanding the potential market for iPods and the iTunes Music
Store to; well, the entire, world—as well as delivering a-hiuge, hige ego boost. The' company that had once begged to get
PC software adapted to. the Macnow found itself supplying sorne.of the hottest software i, the PC world. By the time
Apple announced its financial results in January 2005, it noted that to date it had sdld more than ten million iPods and
250 miittion songs:

Apple Casts a Shadow

Software is the user experience. As the: |P0d and 1'I'unes prove, it bas ‘become thc dnvmg tcchnology not just of
computers but.of consumer electromcs

~'STEVE JOBS

The'crudest way 10 measure the i imipact of Jobs' software factory is. by the-numbers. He éstimates that this year Ap-
ple will generate $ 1 billion in revenue from selling applications and updites; plus-other software-related revenue gener-
ated by the iTunes Music Store and its .Mac online subscription-service, which has 600,000-members. That's almost
- double last 3 years take and doesn't coutit the boost. soﬁware provides by helping sell iPods and Macs.

‘More tmponant than direct software sales are the growth opportumues Apple s "user expenence prowess might
open up. Owning 2 62% market share of the online masic market; for instance, 2ugurs’ serious sales growth, Even
though that market is still in its infancy--downloads accounted for less than 2% of U.S. music sales in 2004—the iPod -
platform, for example, kicked it revenues of § 1.4 billion-in Apple's first fiscal quarter, nearly as much as it did in the
previous four-quarters combined. Merrill Lynch analyst Steve Milunovich predicts that the iPod business alone will hit
$ 6.2 billion in fiscal 2006, roughly as big as all of Apple when Jobs took oyer. (OFf course; the iPod's growth will even-

tually flatteras the devices lose their fad status. Yet the gadgets are so useful thiat it's easy to imagine them becoming as -

ubiquitous as the Walkman--of which Sony has sold 340 million.)

* With the iPod and iTunes Music Stom Apple has changed the rules of the game for three industries—PCs, con-
sumer electronics, and miusic. And as new as its influence is, Apple appears to have niothing to fear from major rivals.
its software skills have consumer electronics companies at a major dxsadvantage that could take years to overcome (see
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"Saving Face at Sony"). Says Nathan Myirvold, former chief of Microsoft Research: "Once audio and visual experi-
ences become a combined hardwarefsoﬁwbre-network thing, the consumer electronics guys are fish out of water.”

Apple has cast a shadow over Microsoft too. Jobs likes to say that the upcoming Tiger version of OS X will have
everything that Bill Gates and Microsoft are promising in Longhom, the often delayed major upgrade of Windows, now
due in mid-2006. “They copied the original Mac with Windows 95,” Jobs gloats, "and now they're going to be copying
us again." (Microsofi declined comment.) : . '

We promised earlier to tell you about Tiger. The software's most notable feature is Spotlight (that's a Spotlight icon
at the top of this page). It's Apple's entry in the race to deliver a hot new capability called “desktop search.” The idea is
to-be abie to automatically scan your computer's hard drive to find files, e-mail, documents, pictures,, music, and the
like, much as Google scours the Internet. Desktop search promises to free users from a major headache: having to re-
inember how files-and folders are organized and particular pieces of information are stashed. Google is at work on-a
similar product, as an add-on piece of software; Microsoft plans to integrate-desktop search in Longhorn: '

_ Tiger is also loadediw‘xm features that Apple has included just because they're cool. An icon called Dashboard__‘ _
unfocks a bevy of Handy Iriternet-enabled-applications-called widgets--windows that pop up at thé touch of a key to dis-

Pplay movie listings, the weathier outlook, stock prices, a dictionary; a currency converter; 'a'l_a_n_gua_ge translator, and the
like, and thien melt away justas quickly so you can get back to your-work. ) :

_ When'you look at the brief history of OS X, and hear software experts like Bill Joy call it'the best operatirig System.
in the world, you begini to realize what.a remarkable accomplishment it has been for Apple--not only to build it but also

1o migrate millions of users to.something so radically différent withireldtively little-pain, and to improve it so dramati-
cally and with such regularity that it has turned the endless nuisance of software support into a profit maching. The
technology is 5o solid that Applé is beginningto sell Macs into markets that never before would even considér them,
fike the military and inivérsity supercomputer centers. Most tantalizing of all is scuttlebutt that three of the biggest PC

- miakers are: wooing Jabs to let them license OS X and adapt it'to computers built around standard Intel chips. Why?

" They want to offer customers, mtany of whom are sick of the security problems that go with Windows and tired of wait-
ing for Longhorn,.an alternative. And besides, Apple has buzz now, and Microsoft does not. : .

Regardless of whether OS X starts showing.up in PCs, it looks like Apple, a company that has had its sharé of ups

. and downs over the years, has finally. mapped out.a-durable growth path. Sales -will likely reach the $ 13 billion mark:
this-year, thanks largely-to the updraft from the iPod and the:new $ 99 iPod shuffle. Butthere also appears tobea swell-
{ing,bf demand for the Mac product line, heiped by the new’ budget-priced Mac Mini. If Apple can double its personal-
computer market share in, say, the néxttwé years (which still wouldn't put much ofa dent in.the sales of other PC malk-
ers), it would be well on its way to becoming a § 20 billion company. And that doesn't even take into account what else
-Steve-might have up his sleeve. Apple now has more than $ 6.5 billion in cash, ample to fund R&D, which last year
consuraed about 3 500 million. o

_Jobs is always coy about where Apple technology might-pop up next, but occasionally he'll drop hints. At the'recent
Macivorld trade Show, he declared 2005 to be the year that high-definition.video hits the mainstream, and touted the-HD
editing capabilities of a-new version of iMovie. He also notes that a new generation of Wi-Fi networking gear is in the
offing next year, which will offér enough bandwitith to finally make it-possible to strcam high-quality video from Macs
to TVs. (In the short term, fook for Apple to use its wireless'{echnology to tet HDTV owners display slideshows of digi-
“ta] photos stored on their Macs.)

Jobs also talks about alliancés that will expand Appie’s influence, "We're partnering with Motorola for doing things .

on cellptones, partnering with HP oni the iPod, partnering with car conipanics and with the record companies. And we
definitely will be partnering more ard more.” ) . :

There is one immense uncertainty hanging-over Apple, however. Last July, Jobs was diagnosed with a rare istet-cell
neuroendocrine tumor on his pancreas. In most cases, pancreatic-cancer quickly tums fethal. Fortunately, this particular
ypé can sometimes be treated with surgery, and experts say the procedure has a relatively good five-year survival rate-
“approaching 50%. Jobs had part of his pancreas removed in late July, returned to work six weeks later, and has been .
cancer-free evér since. He says he's feeling better than ever. L

‘That illness only serves to remind investors and fans how crucial Jobs is to Apple. Jim Collins, the management
guiu who wrote the bestseller Built to Last, calls him the “Beethoven of business." Jobs may not be a programimer or a
designer or an engineer or an MBA, but he has matured into a shrewd business strategist. And his perfectionist's pen-
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chant for the aesthetics of the user experience is the DNA that makes Apple such a distinctive and.creative enterprise.
Apple has to hope this particular genie won't disappear. ‘

FORTUNE.COM SUBSCRIBERS ONLY Read more online, including "The-iPod People Have Invaded Apple s
Stores.”

BOX STORY:

‘Three years of tabor by nearly 1,000 geeks resulted in the software equivalent of a Porsche crogsed with an Abrams
tank. :

"I felt like a dope,™ says Jobs, recalling how he failed to notice that millions of kids had started playing with music
on their computers.

BOX STORY:
Apples Rising Tide of Software Marvels-
(Along with wave upon wave ofmterestmg--and Iucratwc—upgrades)

. nider Jobs, Apple has'become a font of § mnovatwe programs, mcludmg its state=0f-the-art operatmg system 0s X,
an array of multimedia consumer apps, 4 wmatching:set of soffware:for professionals (not shown), and online services.
Jobs' coders: t:ontmuously iniprove the products,-and Apple has built a-tidy-business sélling upgradés. The company ex-
pécts sales of $ 1 billion. from software and related. services in ‘2005

iGlossary:
. Applications included with Tiger
Address Book: Pérsonal directory
Automator Helps users do their own progmmmxng
Dashboard Intemnet-"widgets" to dlsplay weather, stocks, movie listings, ﬂlght schedules, and more
iCal: Personal calendar program
-iChat AV:. [nstant messaglng and video conferencmg
iSync: Synchs. everylhmg from browser bookmarks to e-mail archwcs
‘Mail: Apple's answexj fo Microsoft Qutlook
Previje:w.; Photo and PDF Qiew’.gr
Qdicl;timé:i Multimedia viewer
Sifac: Infernet browser
‘Consumer Applucauon Suites
iLifer $.79 (tMowe iDVvD, lPhoto iTunes, GarageBand)
iWerk: §79 (Keypote for presentations, Pages for makmg_documéixfs’)
Scmccs '
:Mac: Web hosting and onlmc storage for mdmduals
" {Tunes Music Store: Music downloads _
BOX-STORY:
The Jobs Eﬁ'ect
With iis sucoess in digital music, and despitc its puny PC market share, Apple has lately outshined Microsoft as an
mvestment

2% of personal computers worldwide are Macs
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$9% of MP3 players are iPods

62% of paid music downloads are from the iTunes Music Store
BOX STORY:

1998

Mac OS X development begins

1999

iMovie

2000

[iMovie] v.2
2001

Cheetah, Puma
iDVD,v2
1Tunes, v.2
2002

Jaguar
{iTunes]v:3
iPhoto

2003

Pz.mther
Keynote

iLife suie:
*iPhoto 2
*IDVD 3
*iTunes.3
*iMovie 3
‘2004

iLife'04
f[ifl‘un‘es]'ylfi? .
2005

Tiger

iWork '05%:

‘Pages

*Keynote 2

iLife '05
GarageBand added.

"Everyone in every corner of the software business could learn a lot from iLife.”
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“"Once audio and visual experiences become a combined hardware-software-network thing, the consumer electron-
ics guys are-fish out of water.” -

—~NATHAN MYHRVOLD

GRAPHIC: COLOR’ PHOTO PHOTOGRAPH BY MICHAEL O'NEILL GARAGE BAND, Lest they get hired
away, Jobs rarely lets his brain trust be photographed (for who they are, tum the. page). WHO'S WHO in Jobs' crew in
the photo on the preceding pages: from left, Scott Forstall, in charge of the look and feel of OS X; Steve Jobs; Avie Te-
vanian Jr., chief of software technology; Jeff Robbin, Mr. iTunes; Eddy Cue, builder of Apple's online stores; Bertrand
. Serlet, boss of OS X development; and Phil Schiller; head of worldwide marketing; COLOR PHOTO: JAMES
LEYNSE--CORBIS, Jobs shows off an iPod shuffle at Macworld.; FIVE COLOR CHARTS: FORTUNE CHART,
COLOR PHOTO: JENNIFER GRAYLOCK--AP, COLOR. PHOTO The iTungs icon; COLOR PHOTO, The Automa-
toricon; COLOR PHOTO: TED S. WARREN--AP, COLOR PHOTO, The iMovie icon; C'OLOR’PHOTO
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Sizzling iPods bolster Apple
Bloomberg News

Apple Computer Inc. said third-quarter profit rose fivefold as sales of iPod digital music players unexpectedly
surged to a record and Macintosh computer shipments reached a five-year high.

Net income rose to $320 million, or 37 cents a share, from $61 million, or 8 cents, a year earlier, Cupertino,
Calif-based Apple said in a statement yesterday. Sales climbed 75 percent to $3.52 billion, the company's highest
~ ever. Profit beat analysts' estimates for the seventh straight quarter.

"They've blown away the expectations,” Robert O'Donnell, an analyst at researcher IDC, said in an interview
from Mountain View, Calif. "It's great news for Apple."

A jump in iPod shipments to 6.16 million, seven times as many as a year ago, allayed concems that demand for
the iPod is waning. Apple, which made its name selling Macintosh computers, is now known for the iPod, whose
users range from Bono to the Queen of England. Analysts, speculating the gadgets were losing their cachet, had ex-
pected shipments of 5.29 million. :

Shares of Apple rose 96 cents to $39.31 in extended trading.

They earlier rose 11 cents to $38.35 in Nasdaq Stock Market composite trading. The stock has gained 19 percent
this year after more than tripling last year.

Apple forecast fourth-quarter sales and profit thatAwould miss analysts' estimates. Sales will be $3.5 billion, less
than the $3.58 billion average estimate of 21 analysts surveyed by Thomson Financial, and profit will be 32 cents,
below the 33-cent average prediction.

Peter Oppenheimer, chief financial officer, told analysts on a conference call he is being "prudent” while awaiting
the effect of a decision to use some Intel computer chips in Macs for the first time.

The company last quarter also forecast results that were less than analysts hoped, causing a 14 percent drop in the
stock price.

The quarter’s profit of 38 cents a share before onetime items released today beat Apple's forecast and the 31-cent
average analyst estimate.

© 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Apple sold 1.18 million Macs, the third straight quarter that more than | million machines were sold. Mac reve-
nue rose 24 percent to $1.57 billion, driven by record notebook sales, Oppenheimer said. Sales of the iPod rose to
$1.1 billion from $249 million. '

"Anyone who has bet against them in the past few years is on a fool's errand,” Barry Jaruzelski, a technology ana-
lyst for consulting firm Booz Allen Hamilton Inc. in New York, said before the report. "The iPod has become the de
facto standard. Anything but is second best."

AP Photo - Apple Computer Inc. yesterday reported glowing third-quarter earnings, which were boosted by sales of
its signature iPod digital music players and Macintosh computers. Above, an iPod billboard in Queens.

‘They've blown away the expectations. It's great news for Apple.’ - Robert O'Donnell, an analyst at researcher IDC
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HEADLINE: How Apple Does It; . ‘ , -
Eonventional wisdom says its sirategy is wrong, yet it keeps turning out great prodiscts. TIME looks inside the world's.
most innovative company '

BYLINE: Lev Grossman/ 'Cupanino

"B’ODX’: _
~ This is partly a story about @ 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 entértain themselves. But it's. mostly a

story.abiout new:things and where they come from, about which:tliere are a few popular misconceptions.

' Stop and look at Apple for a secoiid, since it's an odd compariy. Tt has been.araund long enough.and has ahigh
‘éfiough profile that it's easy to forget that. While most high-tech firms focus on one or two sectors, Apple dees all of
them at once." Apple. makes its own hardware (iBooks arid iMacs), it makes.the operating system-that runs on that hard-
“ware (Mac 0S:X), and it makes programs that run on that operating system (iTunes, iMovie, Safari Web browser, etc.);

* Iralso makes the consumer-electronics devices that connect {0 all those things. (the rapidiy multiplying iPod family),
 anid it rums the online service that furmishes content to those.devices (iTunes. Music-Store). If you smooshed together -

Microsoft, Dell and Seny into one company, you would have something like the diversity of the Apple technological:

_biosphere. L : ,

. Why Wouldanybodyrun a business like‘that? If you follow conventional wisdom, Apple is doing it all wiong. Try
to do everything at-once, dnd you won't do anything well. Worse, the way Apple operates is not how you're supposed to
foster-innovation, ‘or not in thie 'U.S., anyway. Under the traditional, capitalist, Adam Smithian model, new and better
things arise as aresult of freedom and open competition, but Apple is-essentially operating its.own closed miniature
“techrio-economy. What is this, Soviet Russia? Why not license Mac OS X t0 Dell, see what hardware it comnies: up with
" arid let the market decide whose ride is flyest? Is Steve.Jobs.afraid of a little healthy wrasstin' in the great American
bazaar? : ' : o :

_"And yet .. ihis 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 thie past six wecks alone, Apple has shipped.three impressive hew products: an.
ultra=tiny iPod called the nano, the video iPod and a nifty feature called Front Row that lets you run your computér from
“across the room, lying on a sofa, clicker in hand, without crouching over a keyboard. That is cool stuff. So, where docs

- itall come from? : - :

3

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 ina conference room at Apple's gleaming white
Siticon Valley headquarters, which looks something like a cross between an Tvy League university and an iPod. "You
‘know how you see 2 show car, and it's really cool, and theri four years later you see the production car, and it sucks?
And you go, What happencd? They had it! They had it in the palm of their hands! They grabbed defeat from the jaws of

wintnrd
vacienys

“What happencd was, the designers came up with this r_éally 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 manufacturf
ing peoaple, and they go, "We can't build that!" And it gets a lot worse.”
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When Jobs took up his present position at Apple in 1997, that's the situation he found. He and Jenathan 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 outsideé-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 tliis." 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 iessons to be drawn fiom that story: one about collaboration, one about control. Apple employees

tatk incessantly about what they call "deep collaboration” or “cross-pollination” or “concument engincering.” Essentially
.it means that products don't pass from team to team. There aren't discrete, sequential development stages. Instead, it's
simultancous and organic. Praducts get worked on in parallel by all departments at once--design, hardware, software—in
endless rounds of interdisciplinary desfgn reviews. Managers elsewhere boast about how little time they waste in meet-
ings; Apple is big on them and proud of if. “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
productin a more collaborative, integrated way." o '

Everybody you meet-at-Apple will echo that precise sentiment, in almost Stepford-like:unison. Not only have they
4ll drunk the Kool-Aid; they all have thé saing favorite flavor. They're on 2 hot streak, and they know it. (*Theé Sony
guys are over there across the street with binoculars,” jokes a senior vice presidént. “They rented space on the fourth
floor." High-tech trash:talk!) It's almost eeric: Apple employees all like ori¢ anotlier, and they have a strong sense that
they are the chosen of thie earth, and thiey're-not going to be a jerk about it, but all others who dwell on this mértal coil
are missing out by not warking here.” ' -

The second fesson-of Jobs' parable. is.about cantrol, and to.that extent, it's a lesson about Jobs himseif. He is one of.
the technology world's great innavators but not because he's an enigineer or a,programmer. He-doesn't have an M.B.A.
either. He doesn't even have a college degiee. (He dropped out of Reed College after one seinester.) Jabs has a:great -
native sense of design and a knack for hiring geniuses, but.above all, what he has is a willingniess 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'ré 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 ¢hange your mind-or at least shut up.
When he generausly introduces you to the guy who runs Apple's iTuncs development team, Jobs makes it clear that
you're. welcome to mieet him but you can't print-his name. Jobs doesn't want competitors poachingis talent: "You can
mention his first. name but not his last name," Jobs says. "How's that?" Il have to do. The guy's name, by the way, is
Jeff. s ’

In other words, Jobs is into control, lmitself; that is of no real importance, except that in a Tot of ways, Apple isan.
‘expression of Jobs' personal ethos. One reason Applc makes:its own hdrdware and software is that when Jobs goes to
* the trouble of creating a piece of software, he doesn't want it runnirig on hardware built by a bunch of dudes'he doesn’t . .
know dnd can't fire. He wants it on hardware hé makes himself. How. else can he be'sure that every little thing integrates
together the way he says--nay, insists--it should? ’ ’

He necds that control because he is fastidious about téchnology thie way a gourmet is fastidious about foie gras, and
" e recognizés 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 dida'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 dnd made the biggest killing in the history. of killings. Apple kept its Mac
opérating 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 tlie 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. “1 think the definition of-product has changed over the decades,” observes Tony Fadell,




\«. ) ‘ Page 3 -

How Apple Does It;Conventional wisdom says its strategy is wrong, yet it keeps tuming out great products. TIME looks
inside the world's most innovative company Time Magazine October 24, 2005

vice presidem of engineering in the iPod division, who played a key role in conceiving and building the first iPod. "The
praduct now is the iTunes Music Store and iTunes and the iPod and the software that goes on the jPod. A lot of compa-

nies-don't really have control, or they can't really workin a cotlaborative way to truly make a system. We're really about R
asystem."

That's.one aspect of controb. Here's another. What Jobé 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 gomg 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 afier Jobs got the iMac launched. “The pecple around
here--sone of them left,” he remembers. “Actually, some of them | 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 doni't, they're gone.”

If Jabs, say,; ran ahedge fund or an.army platoon, that talk would'not sound 50 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 arc beacing, to:
say the least. Atid yet that appraach produces shmy, infovative things like (e rew iPod. Eventhough it.costs the same:
($:299) as its immediate predeoessor, which Apple mtroduced only ¥5 months:ago, the new iPod has more memory. (30
GB as.0pposed to.20 GB),and it's thinner (0.43 in., as opposed'io 0.6:in. ) Plus, it plays video. The screen is just2.5 in.
dlagonally, but because it's extremely bright and very sharp, it looks bigger than it is. It's the kind of thing you could
deﬁmtely lmagme being unable to live withotit.-

There are other portable video players out there, but norie look as pice or are as easy to use as thé new iPod. And it
woiks weli-seamléssty, 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 miisic videos, some charming Pixar shorts and a few TV
shows ffom' ABC, including Lost and Desperate Housewives). That is the kind ofii integration that Apple's approach
makes possnble

] R;ght now, nobody disputes that digital music is the futuré and that Apple is the gatekeeper. If it becomes the gate-
keeperto portable video, well; then, golly. Video is the blood and the lyraph and" the lingua franca.of contemporary-cul-
ture. Music i§ lmponant of course, but the scale is different. In a typical week, a top-sellmg album may move 300,000
copies. A top-rated TV show can draw an audience of 30 hillion. Add to that tovie:trailers, animated shorts, old syo=
dicated shows, DVD-extra-style: excluswes, and thie entire tefévision industry, which is hungry for néw kinds of reve-
nue, is gomg to-have te reorient itself. And maybe a few other industries besides (cough! porn!-cough!).

The new iPod's potential is so huge, it mspxres even Jobs {0 a burstof understatement. “There is no market today for
portable video," he says. “We're going to sell millions of these.to people who want to p!ay 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 drlvmg

BOX S’I‘ORY

.Hlstory of the Revolutlon .

Apple I was the first'of many innovations that have changed how we live and play
'ﬁ‘)i:n ‘

APPLE i The first large- scale-producnon computer, created-in 1977 and spomng an 8-bit archxtecture was a fa-
vontc in hlp ‘80s households

‘MACINTOSH The ériginal Mac, called the 128K, debuted in 1984 .and was the first mainstream personal computer
witha graphlcal user interface . )

POD With its sleek, seamless design, the company'’s first portable audio player, released in 2001 instantly became
- the ulumate icon of the digital-music age

Now . . .

THE NEW iPOD The fifth-generation device can handlé video as well as music and photos. With'up to 60 GB of
memory, it's still 30% thinner than its predecessor




N’ : . ‘ Page 4
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

iMAC G5 The sllmmest desktop on the market, it combines flat-panel monitor, computer and cameta in an elegant
"2-in.-thick body. Plus it has a-nifty remote control

Next? Few companiies 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 STEREQ-iIMAC
for the living rdom--perhaps with TiVo-style vidéo-functions too? And. who woulda't want an iPOD CAMERA"

GRAPHIC: PHOTO: Phiotographs. for TIME by. Art Strenber 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 At Streiber THE DESIGN GUY lve, left, is credited with designing the iMac,
‘which turned Apple's fommes, FIVE PHOTOS: ART STREIBER FOR TIME (2)
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ABSTRACT: No technolagy since the VCR .is as revolutionar ¥y to persanal
entertainment as the MP3 player. And the revolution is just beginning, More
than a third -oi homes that have computers will also have iPods within two
years, accordivng to analysts at Merrill Lynch. What's mo_;, sales of all
devices that can store and play a library of digital music, such as smart
phones, Will everteke sales of PCs by ‘the end of the decade, .says Shaw Wu,
an apalvst .at American Techrology Research. Apple's MP3 players are the
easiest to use because Apple software seamlessly links -them to & compuater
library and the iTunes online store. Today's top MP3 players .noL only let
you. keep a wide ‘variety of music on ‘hand, but ‘they also let you play it
;hrough most stexeos.

TEXT: To see more or to subscribe, visit kiplinger.com
plus: iPod PERFECT FOR POWER PLAYERS

on page(s) 97

plus: iPod figno MADE FOR MARATHQN MUSIC SESSTONS on page(s) 97
plus: iPod.shuffle TINY TUNES FOR TREMS on page{s) 97

plus: iPod to the MAX on page(s) '100-101 »

by SEAN O'NEILL

TECH  Your guide 'to the core features of Apple’s hot player. By Sean
O'Neill 4

PHOTOGRAPHS BY MEREDITH HEUER

We fall :iato two camps whea it comes to MP3 players--those mimi machines
with massive memories, best kmown by the standard bearer, Apple's iRod.
while some of us consider them gYorified Walkmen, others consider them the
E£ifth lobe of pur brains,

‘Carlos Pedraza of Santa Cruz, Cal., is a Pod person, Ha bought his First
iPod five years ago. Says Pedraza, who is a director at a monprofit group:
“Thinking of an iPod as a fancy CD player is just as mistaken as thinking
of a computer as .a fancy typewriter. MP3 players let you do so much more.”

with memories that can store thousands of songs, MP3 players play the
soundtrack of your life. Tupes can be loaded to suit your mood, change your
meed or create whatever auvdio reality-you wish bhetween your ears, IPods and
some other MP3 p;ayets can @also store names, addresses, calendaxb, computer
files. audiobooks, podcasts and many popular TV shows.

These practical advantages have won over legions of fans, such as Michelle
Peluso, chief executive officer of Travelocity. “After years--okay,
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decades~-of not getting nearly emough exercise, I'm now an avid runrner,
largely thanks te my irbod," says Peluso. "Ruaning always seemed horribly
boring and monotonous until I got my iPod. Now I run ten to 15 miles a week
and zone out while iistening to -everything from Merle Haggard te Black Eved
Peas.” .

o technology since the VOR is as revolutionary to personal entertainment
as the MP2 player. And the revolution is just beginning. More than a third
of homes that have computers will also have iPods within tvo years,
according to analysts at Merrill Lynch. What's more, sales of all devices
that can store and play .a library of digital music, such as smart phones,
will overtake sales of PCs by the end of ‘the decade, says Shaw Wu, an
analyst at American Technology Research.

If vou're just coming to grips with the revolution, don‘t worry, This guide
will update you and give you a louk at where digital music is headed.

To start, your best bet 'is an iPod (for details on iPod models, see the
next page). Apple's MP3 players are the easiest to use because apple
goftyare seaplessly links them to a computer library and the iTunes onling
gtore (where you can buy music), both of which recognize your device
instantly. None of Apple's rivals has created anything ag seamless, and
each has fallen short in other areas. Dell's recently reieased DJ Ditty,
for example, fails to improve on the light weight and simple menu control
of iPod's most basic medel, the shuffla. Sony's plavers cost ‘more than
Apple’s per gigabyte of memory, without offering better features. Pius,
iPods lack £he .¢polest.

No technology since the VCR is as revolutionary to personal entertainment
as the MP3 player.

VERSATILITY

Today's top MP3 players nok only let you keep a wide variety of music on
hand, but they also let you play it through most stereos.

Foxr example, marketer Beter Evers of Mill valley, Cal., used to bring Cbs
in the car with him to amuse his 2-year-eld daughtexr, Caltlin. "if I had to
hear ‘Wheels on the Bus' one more time," he says, "I was ‘going to sqream.
Peter and his wife, Emily, now play children's tunes alaong with their own
fayerites, thanks to his year-pld iPod, which they have stuffed with 6,207
Songs.

Peter uses Griffin Technology's iTrip transmitter (recently $30 to $§39,
depending .on compatible iPpd model, at -wyw.pcmall.com; for more on this and
other iPad accessories, see page 100). The device broadcasts your iPod's
Boags through ao upused FM channel on .a radio. The iTrip transmitter lets
the Evers family enjoy tons of tunes without the hassle of stacks of dises.
Other drivers have an even better alternative: about five million cars this
year will be shipped with direct cables for iPods,

Arother cpol functior of MP3 players: They can ‘play music downloads from
online stores, making song purshases a snap. Consider high school librarian
Steve Davidson of Albany, ¥.Y., who hasn't bought a €D in four years. On a
recant morning, he was reading the news .on his laptop while -eating his cold
cereal. He saw a story about a band nated My Morning Jacket, called up a
review of its albums at Roliingstane.com, and then bought a scpng at online
music store iTudes.com--all befare ‘heading to work, Culling %unes online
isn’t just cemvenient, it's economical, says Davidson, who 'prefers paying 2
buck for one song to paying §$13 for ap entire CD. Re laughs at how his
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family takes digitel music for grahted. Cne of his son Max'g words

was iPod.

ITuses sells about 1.4 million songs a day and offers pe:scna‘_"eu
recommendations based on what you buy. But one flaw with iTunes is that it
aongs D1ay only on iPods. If you have another make of MP3 player, you need
to buy music fvom other online stores, such as Wapster.com, Rhapsody.com
and Walmart.com. Songs cost 9% cents a pop at these Web sites
(Walmart.com's are 83 cents), aithough a sliver of titles are priced higher
or lower. The selection at iTunes is typical of all the sites’, about two
million titlas. (Te¢ run iTunes you need Windows XP or 2000, or Mac 05 X
10.2.8 or later.} But online sh onpxq, isn't essential to enjoying an 4P
player. Most iPod ownexs buy only a dezen or so songs from iTunes and
transfer the rest from their existing €D collection.

Another useful feature of MP3 players is that they can store awdiobcoks.
Mhen JetBlue £flight attendant Xarinpe Saint-Liouis received a 4G—gigabvte
iPod as a gift a year ago, she began lpading books and music :on it. "My
life s up in kthe air--pun intended--and I have to zondense my belongings
because I'm constantly on the go," she says. "It soothes me -to have all my
books and music with me.

S

Saint-Louis buys audiobooks By Stephen Hawking and J.K. Rowling .on CD aad
then transfers thes to her iPod. But you can also download ‘audichooks
dirsctly from Audible.com to any model iPod and many other MP3 players.
Drlces For downlﬁads and CDs are comnarable. Recent Yy hne beatsekler

;Qharged'byiﬁmazon.ccm for the CD verslen.

Apple's rivals are racing to develop .an MP3 player that will let you load
rusic without hocking up to a PC.

WBAT 'S NEXT

ple has a lock oc the market today. IPcds account for 72% of #MP3-player
les, says the NPD Group. But the irod ikself may turn out te be a fad. No
mat,e* how trendy 2pple's famous white earbuds are now, in several years
.the cool kids on your block could be listening to their music on anether :
manufacturer's MF3 player, says Paul Saffo, a rzesesrch directer at the j
Instxyuue for ‘the Future. {Given the iPod's status as fashion icon, Saffo i
notes, "Paris is no longer the center of fasbion. Now it's Silicen |
Valley. ") ’

ﬂ) "’l

But faid or no, you shouldn t hesitate £o buy an iPod--or &mny othex MP3
player-wnecause you re afraid your music won't work on tomorrow'’'s players. :
Succeedlng generations of devices will ‘be able-to play multiple formats,
says Jon Erensen, an analyst with Gartner Group,

They will alsd ‘og cheaper, smaller and smarter., For exampls, the latest
irod (a 30-GB version) is 45% smaller than the qrigipal 20081 model-~at a
25% lower price. And its hard-drive memory (which bas rotating platters
along with other ‘moving parts) holds six times more data.

In the past year, Apple introduced two devices, the nano and the shuffle,
that nold less data put are alsa less -expensive. Theses devices use flash
memory (with a memory chi ip and no moving paris)., which will soon be able to
store more data in & smaller space and at A comparahle ¢ost to hard-drive
MEMOLY -

Apple's rlval are racing to develop an MP3 player that will et vou load ;
music from an online store without hooking up té6 a PC. Expect such devices : E
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te hit the market within the year, savs IDC analyst Susan Kevorkian. Appie
)4 L +
may foilew suit 1f the davices win fans.

The tfirst wireiess music store that allows vou to download music directly
4o your cell phone was recently launched by Sprint Hextel. about 25C,000
sonys are aveilable. Each download comes in two versions, one that will
play through voux cell phone's limited speakers and another -on your PC.
{You download the PC version from a personal account at
musicstore.sprint.com.) For $2.50 a song, you get both the phone and PC
wversions. Verizon and Cingular are expected to offer a similar service
shortly.

It's too soon to know how popular i#t*ll be to search arn online music store
using a phone’s Lilliputian screen, as opposad to using a computer monitoxr
Moreover, few consumers seem eager to download music directly to their cell
phenes, and most appear comtent to keep their MP3 players and cell phonas
separate.

In the evolution of MP3 players, we're still in the Cambrian era: a time
when digital music devices appear in many forms and compete for dominance
in the marketplace. Although the iPogd may be the mosi highly evoived today,
we would net ‘be surprised if a sixth lebz is now being perfected in an
inventor’'s lab.

page 97 RewardsRKIPLINGER'S JANUARY 2006

Features: The top-of-the-line iPod includes a 2.5-inch color screen that -
can display videosz, photos and alpum-cover art. Besides music, it plays
recordings of many videos and some top IV shows sold at iTunes.com for $2
each. It connecis to TVS and prejectors, xf you buy a cable for $i2 from
Apple.comd.

Capacity: You can store about 360 hours of music, or about 15 hours of
video, 0a iPeds with a 30-gigabyte hard drive and about twice as much on
66-GB models. The 30-CB version lets vou watch up to fwo hours of video,
and hear up to 14 hours of music, on onre battery charge,

Prige: $300 for the 30-GB model, $400 for the 60-GB model.
page 97 RewardsKIPLINGER'S JBNUARY 2006

Features: About -the size of a business card and 1/4-inch thick, the nano
has a color screea that's 1.9 inches on the .«diagonal. It*s nearly half the
weight and half the depth of ‘the iPod mini, which it has replaced. You can
listen to songs for up to 14 hours on oene chaxge. The nano stores its songs
on flash memory, so if has pno moving parts. That means songs won ‘t skip
when the device is shaken, which -is not the .case for hard-drive iPods.

Capacity: You can store about 24 hours of music .on a 2-GB flash~grive panc
and twice as much on the 4~-GB flash-drive version. Both can store. photos
taken by your digital camera {(but not video).
Price: §200 for the 2-GB model, $250 for the 4-GB model.

page 37 RewardsKIPLINGER'S JANUGARY 2006
Features: The shL fle is the c¢heapest and least powerful of Apple B

players. The size of a pack of gum, the white device is exponentially
better than a Ch player to use while walking or exercigsing becauvse af its
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slim profile, long battery iife (up to 12 hours oa & charga) and use of
flash memory, which prevents song-skipping. The shuffile lacks a s¢ een, and
it conrnpects TO your COMPULET Wllr & USB cable, which means it won't wOrK

Cavac1ty Thu 5lz-megabyte shuffle can store about six hours of music; the
'1-G3 version packs nearly twice as much.

Price: $100 for the 512-MB model, $130 for the l—GB.modél,
pages 100-101 RewardsKIPLINGER'S JANUARY 200Q¢&
ACCESSORIES

Tune in vhere you want, when vou want.
PHOTOGRAPHS BY RENEE -COMET
HOME RUN

Boost your home-entertainment system with the DLO HomeDock from Digital
thestyle outfitters ($1080 at www,dlo.com). Just slip in your iPod, connect
the device to your stereo ox ?V’Wlth.the ‘included -cables, and you can use
tha HomeDock's remcta contrel to play music through your home sterec o run
a slide show of phectos (or videos; if you have the latest 1Rod) on your TV.
It works with iPods that dpck from the bottom, rather than by a USB .or
FirewWwire cible. .

CAR TALK

Send your Licks to your car-stereo speakers via your iPod with Griffin
Technology s 44rip FM tramsmitter (gfecently $30 to $39%, depending on iPed
model, at www,pomall.com}. The txansmitter broadcasts your tunes via a
vacant FM frequency. The iTrip costs far less tham wiring vour iPed to your
car gpeakeys, but its wireless service is somewhat less reliable. In our
roughly 20U-mile rcad test, iTrip couldn’t £ind an open frequency in some
places. There ig an iTrip. modnl that works with evaery iPod, except the iPod
shuffle.

DESPERATE HOUSEWIVES: ABC/SCOTT GARFIELD
PORTABLE JUKEBOX

Senige Impagt's i-Fugsion portable-speaker kit (recently $150 at
CircuitClity,com) doubles as a hard case and charger, sparing you fzxon
having to carry both your iPod &nd a separate charger. Its rieh seupd and
superior bass tops that of rivals, but it lacks a subwoofer. The hard case
acks as a speaker Gebinet, improving the fidetity. The i-Fusion is
compatible with all jiRod models, thanks to an ineluded adapter, and it can
connect an iPod to a traditional stereo, )

STLENCERS ARE GOLDEYW

Some iPod users gripe that Apple's earbuds don’'t fit thelr ears or ILilter
out external socunds. Now .come one-size-fits-—all Solitude headphones ($200
at www.protravelgear.com). The soft fabric gently cups your ears, while
.filtering out the trattle and hum in airplanes and subways as effectively as
other top noisg-canceling headphones we tested.

RADIQ TO GO

“video Killed the Radio Star” was an early 805 song, but today’'s versioen

Apple Law Library September 15, 2606

APD0002364




mighi be "RadioShark Saved the Radio Star.” RadioShark, made by Griftin
Technology [recentiy $50 at Target.com), is a fin-shaped antenna you can
program to record M and AM stations. Replay a show (edited, if voo wish)
tarough your »C or any iPod. Never endure a pledge drive or a commercial
again.

DESKTOP DEEJAY

JBL's On Suage II (recently $170 at Apple.com) refines the iPod speaker
concept by adding 2 remote control. We found the remote will opevrate the
device from a distance, ever through a plaster wall. The speakers pump out
righ tyeble and bass, but there's no subwoofer for deep scund. On Stage is
compatible with the standard iPod, the shuffle and the mini (and many MP3
and CD players, plus laptops and other devices). Owners of the iPod nano
nged to guder a free attachment from www.jbl.com.

~-SEAW O'NEILL

THLS IS TEE FULL-TEXT. Copyright Kiplinger Washington Editors Jan 200§
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8/7714 {ftem 2 from £fila: 15)
DIALOG(RIFLLe 15:2BI/Inform(R)
(¢} 2006 ProQuest Info&Learning. All ris. reserv.
$#3077979  L040951861
If you wanp to take up residence on my iPod, keep it real
Calvert, Richard _
Revolution PP: 82 May 2006 ISSN: 14560-5953 JRNL CODE: RVL
'Doc TIPE: Periodical; Commentary LANGUAGE: Englisn RECORD TYPE: Fulltext
ENGTH: 1 Pages WORD COUNT: 497
ABSTRACT: Bveryene is into iPed. The fact that Apple has shipped 41 million

‘0f the lit:ile bundles ef joy over the last 12 months is a tesiament o the
universal appeal of the little marvel -- or some great marketing. The
author does not want overt marketing messages pumped into his ears. He is
managing to aveld nuch of the television advertising out there and happily
“#ilter all but the most eye-catching, engaging online content, S0 the last
thing he needs are overt marketing messages delivered across his chiamnel.

TEXT: Terminator 1
IPod, you ped, he/she pods, we pod, they -pod. We're all at it. The fact

that Apple has shipped 41 millien of -the little bundles of joy over the
last 12 months (www.apple.com) is testament to the univarsal appeal oi the
little marvel - Or some great marketing. Take yeur pick you oyaic.

Can 'you remember your first time? I can. It was in 2001.1 was standing in
the Apple Btoxe, up on the first flcor, hovering around d circular table
that displayed a bandful of beautiful, little white and ‘siiver boxes, all -
safely tucked away in the corner with the USB-driven desk fans and reading
1igrhts. ALl fresh %from the‘Lnnoyat;ons catalogue. Standing there, I struck
up a conversation #ith :another similarly benused customer. We thought that
they looked great, and that wheel - how lovely. But what was it fory How on
-earth were we going to fill 10,15 or 20Ghb? Yeah, music, but a Cb only lasts
an hour .and a bit... and so the conversation went on. In ‘the end, we
deecicded that Apple must have a plan, I mean, why notker‘ouzldxng it
otherwise? h

Of course, we both bought one, and 2,741 songs later, I still have an
alarming amount of unused gapacity on my iPod. My lPoé diet has expanded
though. It includes the usual stream -of shuffied songs collected on various
formats acxoss the past 10 or so ‘years, plms a Freaeh class {The French Bod
Class}, ‘the CNET News.com daily technology Podcast and a joint BBC-PBS
‘techaology Podcast, The World, all updated reqularly and archived for wy
delight and education.

What does that mean? Y suppese it medns -that one day I°il :£ill my iPed with

/30 years of techsalogy updates - oh,

and be fluent .in Freach. It

get content that I want, delivered by people I trust siraight to
But, let me level with you, you giddy warketer vou; I dan't want
marketing messages pumped into my ears, thank you very much. I'm

o avoid much of the TV advertising out

there and happily £

ilter

‘means I
wy head.
aver:

managing
all but

the most eyecatching, engaging online content, so the last thing I need are
overt marketing messages delivered across ‘my' channeil.

5o, engage me, .entertain me, give me something to talk about. Most of all,
keep it meving. Don't think I'1l be content with 12 minutes of PR puEfery
and an intexview. Provide a piatform for other peopie Like me to create and
gshare content. Make it funmy or 1ntell-qent - just cut the se)l. 7f you can
rapage this, you're welcome to take up residency on myiPod.

Apple Law Library September 15, 2806

APD0002366




And that wheel-lovely. But what was it for? How on earth were we going to
Zill 10, 15 or 206b? Yeah, music, but & CD only lasts an nour... and 3¢ the
sonversation went on. In the end, we decided that Apple must have a2 plan

73

Richard Caivert is senior strategist at Tullo Marshall Warren

‘TETS IS THE FULL-TEXT. Copyright Haymarket Business Publicationy Ltd. May
2006 - C
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S rve} Heard on the street
anonymoua
Economist v379n3474 PP: 1) Apr 22, 2006 CODEN: ECSTAZ -ISSN: 0013-08613
JRUL CODE: ECT
0OC TYPE: Periodical; Feature LANGUAGE: English RECOED TYDPE: Rbsiract

ABSTRACT: *n 2004, Adam Curry, a former show host en MIV, used his -cum
celebrity and tha Lnde*lylng technologies of blogging to popularise yet
another next big thing: "podcasting.” The "ped” -comes from Apple's iPod, a
fashionable portable music player--a stroke of marketing luck for apple,
whigh initially had nothing to do with podcasting. The "casting" comes from
broadeasting, which means sending a radic signal to an entire population in
a particular geographic arsa at & particular time. It works as foilows. A
podcaster recerds something--anything from music to philosophical
ramblings, professional news or snorting noises--into a computer with -the
aic of a microphoue. than oosts *his audio file onte the internet. There,
the samo pﬂdcaster, $6 tha* all hew aud\o files from that source are
automatically pulled down as soon as they are published. Does podcasting
taerefore spell the end of radio? The effects on radie, while not lethal,
will be large. But historically, racdio has been good at adapting.

(Copyright The Ecanom;st,nawqupaz Ltd. A1l rights reserved.)
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FBI special agent recounts outsourcing horror story; Also warns of the
dangers of mobile computing security lapses. (Nenette Day of Federal
Bureau ci TInvastigation)
Brown, Beb '
Network Warld, opha
May 1§, 2006
TEXT:
Byline: Bob Brown
The CAD/CAM company thought it was protecting itself, having
employees of the Indian outaou*cxng company that was debugging
its source cpde sign non-disclosure agreements. But when &
disgruentied outsouv~znq exmployes. swiped a caopy -of the code a few
years back and tried to sell it to the CAD/CAM vendor's competitars,
the vendor found out that the NDAs were of little use :
when ‘it came to prosecuting the alleged thief in India.
"They weren”t worth the paper they were written on,” says Menette
Day, an FBI special agent owt of Bostoun who did double duty
as both the case agent and undercover agent ane<t1gat1ng this crime
against software maker SclidWorks. "The employees would
have haﬁ to sign the agreement with the Indian compan W, not the
Amgrican one.”
Day. who has worked in computer ¢rime for 8 years and calls herseif
"a geek with & gun,” teold attendees at last week's .CIO
Foxum tha their companies need to do serious research about the
laws of any country to which they outsource work. '
CIO Forum is a unique conference during which iT vendors and 300
ootentlal customers unite on a cruise ship out of New York
ity. (Other discussions at the event focused on topics such as
ty theft and biometrics and grid computing. )
& handful of FBI agents were on board to consult with IT pros about
ceybererime threats, a topic that FBI agents say tompanies )
-are often reluctant to talk abouk.
As for protecting yourself when outsourcing to othex countries, Day
advises IT execu;lvas to assume that you have no legal
. rights. "It should not start with your understanding of American
law," she says,
In India, for example, there is no theft of trade .secret law, Day
‘says. India does have an IT acl, she says, but At is maindy
Locused -on copyright violations.
Day says -that despite the fac* that “there was not a shred of
avidence that we did not have" against the -alleged SolidWorks
thief, prosecutors in ‘India have failed to- conviet the suspect and
he continwes £o work. The FBI initially tried to lure the
suspectec thief out of India to simplify proseeutlon, but he was too
smart for that, Day says.
Indian police nabbed the suspect in 2002 when be allegedly tried to
sell the ceode to Day while she was undercover (she says
he initially tried to sell the code for about $250,000, not
reglizing it was probably worth $300 million). Fortunately, she
says, the original scurce code was -recovered and coples were not
believed to have been sold.
In the wake of that case, Indian software developers have formed a
lobby to push for stronger intellectual ptoperty protection
laws, concerned that cowpanxes won't outsource to india if they
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aren’t better proitected, Day savs. Outsourcing firms, like

the onre Sclidworks worked with, have alse tightened their own
security policies considerably in recent vears, she savs.

Another thing to considec when outsourcing to other countries is not
just whether there are laws to preotect inteliectual property,

but whether the laws are enforced. "No criminal law exists if the
pelice will ot enforce it,” she says, noting that the FBI

received an unprecedented amount of cooperation from its counterpart
in India on the SclidWorks case (after threatening to

expose India's laissez—faire attitude toward the case).

Guestions companies should ask when outsourcing to cother natiuons,
Day says, include the following:

* Can my company risk loss of this data?

¥ What are my liabilitvies if I do lose it?

* What are your notification requirements if you lose customer data?
{She notes that if your data is encryvpted, you might

net have to report it missing.)

* Wil) the company you are outsourcing to go the distance if you
need its help to chase down a criminal?

~ ilow lorg could a prolonged legal battle in a foreign country cost?
{"¥op could lose all ycur outsourcing saviags there,”

Day says.)

“This is all risk analysis,"” she says. "Wa're not saying don't
ouatsource. We're saying learn the risk peints -and add that

Lo your anaays:s when choosing the country or company wherever
vou're outspurcing.’ ’

Hobile computing worries

Mobile computing is the other area of networking that has Day very
concerned on the cybercrime front. Fhis involves both stolen

and lost mobile .systems.

“Laptops. I don't .even know how to get on this scapbox zand scream
loud enough," says Pay. citing third-party market reseaxrch

about tens of thousands of cell phones and portable computers being
l2ft in Chicago taxis during a six-mouth pexlod last year

“Unlversities, companies, government., Where gould I not go and noat
tell you a story about -the laptop-that wert missing and

did not have the information encrypted.”

Day .ppints out that even the FBI encrypted its laptops when she
Joined 3 years ago. “And (at that time we were) behind the

CL'VQ in every way electronically, except that," she -quips.

It's “mind boggling” that information is being kept in the clear .on

.portable devices and tthat companies aren't being held

responsiblé, Day 'says. Though she says that companies are starting
Lo pay the price, as a credit gard progessing company recenily

settled a compromised data case for blg bucks.

Lases 80 far have ma‘nly been civil ones, though she says ¢riminal
charges won't ‘be far behind given the emergence of new

data protection laws.

Day -alsp discussed the dangers of cell phones, which she described
as potential monitoring devices, given that so many have

cameras and gudie recording capacity on ‘them. They can .also threaten
security by being tapped, through techniques such as

someone asking to borrow your phone and downloading a tracking
pregram, she says.

The FBI requires members to shed all electronic devices during
certain of its top-secret meetings.

"We understand how easy ‘these things are to compromise,” Day says.

"You amight want to consider in your cwn company a no electronics

area.
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This Iaciudes devices such as iPods,

wiich can be used o swine infa
via "pod slurping,” a rechnrique that involves simply sticking an iPad into a UsSh
port on a com?ute:. “They don't even need access tc the Keyboard,” she Says.
Day urges IT pros to contact the FRI if their iatelle Ctual property
is stolen,

noting that even if criminal charges are brought
against someocne, civil charges can also be made.
COPYRIGHT 2006 Hetwork Worlid, Inc.

COPYRIGEY 2005 Gale Group
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10/23/06 Newsweek 72
2006 WLNR 17938935
Newsweek U.S. Edition
Copyright 2006 Newsweek Inc.

-October 23, 2006
Section: Book Excerpt

The Power of iPod
Apple's music player weighed six ounces. But it had tons of influence on culture, commerce and coolness.

Steven Levy

The iPod arrived in October 2001, bringing the promise of pleasure to a world in transformation from its comforting
analog roots to a disruptive digital future. But no one expected that the iPod would become the signature artifact of-
our young century, selling more than 60 million units in its first five years. No one envisioned vast swaths of hu-
manity escaping reality via the White Earbud Express. And no one would ever have believed that a 2005 survey
would report that the iPod is more popular on college campuses ... than beer. But that's what happened. In his new
book, "The Perfect Thing," NEWSWEEK Senior Editor Steven Levy contemplates the ways that the iPod changed
the world.

Identity

It was perhaps inevitable that the L subway line, running from boho Brooklyn to edgy 14th Street in Manhattan,
would be the scene of the so-called iPod Wars. These were musical sumo matches where two iPod wearers sponta-
neously confront each other, thrusting the screen in each other's faces with a song cue that, ideally, would win the
approval of the most pedantic rock critic but be totally unknown to all but a micrascopic fraction of the llstemng
publlc Such incidents strike deep in Planet iPod, confirming more closely documented observations of how music
on one's iPod affects status. Playlist is character.

. Musical one-upmanship is nothing new. But the portability of the iPod and the-transparency that comes from
‘exposing an iPod screen to an observer make the otherwise private device a potential broadcaster of taste. We seem
to be immersed in an age of musical voyeurism. No one is spared, particularly the famous. In response to the ques-
tion "What's on your iPod?" we learn that CNN newsman Aaron Brown's iTunes library includes “everything that
Paul Simon has ever done,” and that the conductor of the Atlanta Symphony Orchestra has loaded his silver mini
with Broadway show tunes and that song by Harry Nilsson about the lime in the coconut. In July 2004, George W.
Bush's daughters presented him with a 40-gig iPod. It included "My Sharona," a selection successfully suppressed
until after he was reelected in 2004. Dick Cheney's iPod features the Carpenters. (Zzzzz.) No word on what's on
Queen Elizabeth's mini, but we know that the Pope's white nano has Besthoven, Chopin and podcasts from Vatican
Radio.

Surfing someone's iPod is not merely a revelation of character but a means to a rich personal narrative, navigated
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by click wheel. At one point the universal goal of the literate was to write the Great American Novel. Then the Great
Ameri-can Screenplay. And now, the Great American iTunes Library.

Download When Apple successfully rolled out its iTunes Music Store, the record labels professed delight. Finally
people were paying for digital music. But the good feelings were mixed with consternation at the not-so-subtle shift
that online buying represented for their business model. Downloading music a song at a time represents one of those
fundamental shifts in the way people consume music and ultimately the way people will go about making music.
Fifty years ago, the 45-rpm "single" created an entire culture based on the frenzied three-minute playing time. In the
sixties this was surpassed by the dinner-plate-size slab of vinyl known as the LP. In the 1990s, the CD arrived and
suddenly artists had a full hour to fill. So they filled it with second-rate offerings. “They have a couple of songs and
then the rest isn't very good," says Stephan Jenkins of the rock group Third Eye Blind. "They're just trymg to get the
royalty rate for twelve tracks."

The ? la carte option in the iTunes store changes that. People can buy only the good songs. Not coincidentally,
the cherry-picking method reflects the way people now listen to music ... shuffling it on their iPods. "The linear ex-
perience is gone," says rock musician John Mayer. “The iPod scroll bar has changed the chemistry of listening and
now we're a skip-forward generation."

Personal Has the iPod destroyed the social fabric, locking us into a cycle of self-love from our hand-picked music
library stralght into our brains, via earbuds? Has it transmogrified us into a Zombie culture?

The iPod is only the most recent, and most compelling, advance in a movement of portable cocooning that's been
underway for decades. In 1974, sociologist Raymond Williams used the term "mobile privatization" to describe the
phenomenon of people forming technological bubbles around themselves. And in 1979, the breakthrough device in
personal audio, Sony's Walkman, was an exercise in two things: escape (shutting out the world) and enhancement
(when your world is transformed into a soundtrack , reshaping your perception of the crappy world around you).

The iPod takes this a huge step further. Because it holds so much of one's music and can play back the songs with
near-infinite variety, its addictiveness far exceeds that of the Walkman. Because it is more compact, it goes more
places, with more ease. The world now seems split in two: those locked into iPod reveries and those griping about
how they have lost contact with the cooler part of the world.

Podcast By the early 2000s, Internet pioneers figured out a system that let you download, and even subscribe to,
audio files directly into digital jukeboxes and players. But it wasn't until September 2004, when the process was
given a name that tapped the power of Apple's player, that the practice took off: Podcast. Bloggers popularized the
term. In a matter of weeks, plugging the word “podcast” into a Google search field yielded hundreds of thousands of
hits. (The number is now 239 million .) People spontaneously created mini-broadcasts. The price of entry into this
new form of radio was a microphone and an Intemet connection.

The progress of podcasts followed the earlier evolutionary path of Web sites from fringe to mainstream, this time
at a rate so accelerated that it was almost a blur. This was helped by Apple's integration of podcasting into the
iTunes store. One day the most popular podcasts were quirky homegrown productions like "Dawn and Drew," by a
wacky postpunk couple living in a Wisconsin fartnhouse, and on what seemed the very next day, people were
downloading podcasts from The New York Times, National Public Radio and Major League Baseball. (Oh, and
NEWSWEEK.) One might have expected the new, more professional podcasts to overwhelm the upstarts. But a-
funny thing happened: while the NPR podcasts dominated the popularity lists, the Dawn and Drews of the world
were also well represented. When established performers like Liz Phair began podcasting their backstage ramblings,
that didn't drive out more obscure musical podcasting pioneers like the Lascivious Biddies, a show-tune-style con-
tingent who let fans eavesdrop on the tour bus. It really was possible for someone to grab some podcasting software,
make a radio show, and find a niche audience among the millions of people scrounging for something new to hear
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on their iPods.

By October 2005, audio podcasts were well integrated into the media food chain. Then came the fifth-generation
iPod, with video--along with an announcement that the iTunes store would offer ad-free episodes of TV shows, in-
cluding the blockbusters "Lost" and "Desperate Housewives," for $1.99. Before that day, television shows were ba-
sically network-based presentations running in a designated time slot. Now they were no longer advertiser-supported
productions broken up by annoying commercial messages consisting of as much as a third of their run time. They
were shows you paid for, costing less than a latte, and viewed without interruption. You could download them any
time and view them wherever you were, using your iPod. They were podcasts.

From the perfect thing by Steven Levy, to be published by Simon & Schuster, Inc. 7 2006 by Steven Levy.
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Your iPod, my Polaroid

By Elsa Dorfman
Monday, January 12, 2009

MEANWHILE

My love of Potaroid 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 Polarcid original, Dr. Culler Del.ong West, who
started to work in crystallography with Edwin Land before Palaroid was even called Polaroid. lived on
the first floor. West rode his beat-up bike to Palaroid 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. i

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?

s hard to get past the disappointment and anger - the harsh reality - that Polaroid film is gone. ltis
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
-scientistmarketer/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 Polarcid culture. Cthers say Polaroid could have survived if management and sharehoiders were
content with a small profit rather than a huge pre-bubble profit. Many ask: With all the MBAs the U.S.
chums out, how come someone hadn't learned how to save Polaroid? Did digital, even-though it
doesn' 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
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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 triaf,
accused of conducling 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 settmg I need to adjust so I can play videos from my iPod on the TV
- screen? '

A. Most of ihe 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

Apple has an illustrated explanation of which iPod models work With which speciﬁé 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 1Pod owners who want to
“watch thieir movies on their hlgh definition TVs, '

Questions about compute_r—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.
. ) :

Privacy Policy | Search | Comections | RSS| | Firstlook | el | Contactus | WorkforUs | Site Map
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Apple's iPod Dominates Amazon
Eight of the top 1_0 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 UK., 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 siiver 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 sitver iPod
classic, with the 8GB iPod touch in sixth place.

.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'sNW2A818
Walkman at number eight, and the recently-launched
Creative Zen Stone Pius 2GB player at number ten. -

g

Amazon U.S. displays é,similar pattem of iDominance,
withApple hoiding eight of the top ten selling modets
within the retailers MP3 Players fist. Microsoft's'Zune,
while briefly in the top ten, has now slipped to 22nd place.
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The sliver 4GB iPod nano is the top-seliing iPod on Amazon U.S., followed by the 8GB iPod touch and, in third place
the 80GB iPad classlc.

]
-

Non-Applé media players amorig 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.

G

1998-2008, PC World Communicatiars, 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 rieed 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 iPad 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 wnth 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
iPads. 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 yoh‘re done, you can erase the memory card.
You can view the photos on your iPod immediately.

Advertisement
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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
lo the trash in Mac OS X. In Windows, right-click the
iPod name in My Computer and select Eject.

. L
Connect the iPad to another computer and you'll
receive a warning. It will ask you to associate the
iPod with the computer. Click No. Otherwnse you'll -
lose your iTunes library.

Contact Kim Komando at gnstech@gns.gan netft.
com.
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iPod shuffie iPod shuffle iPodnano iPod classic iPod touch iPod touch ;
( The wortd’s smallest, 1Pad shuffle is also ) The supersiim, Wwith 160GB of storage Play games, tap into Enjoy all the great )
i most wearable muslc  available in sleek colorful iPod nano for music, video, and  your music, watch features of the 8GB .
1 player comes in new polished stainless now features a video photos, iPod classic is  movies, run apps, and model, along with -

! colors and tells you steel — only at the camera along with a the take-everything-  take your email and faster performance :
{ which song is playing. Apple Online Store new finish, a larger everywhere iPod. the Internet with you.  and Voice Control. :
learn rore * R and Apple display, and more. Learn mote ? {earn niora » Learn more ? : :
! Retail Stores. . Learn more » ;
Learn more » [ ;
- :
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Ugp to 8 hours video Up to 10 hours video
4GB '
; Up to 1,000 songs 16GB

Up to 4,000 songs

Up 1o 16 hours video

‘Battery life**

Audio playback
Up to 10 hours

~ Audio playback
Up to 24 hours

Audio playback
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Video playback
Up to 5§ hours

Video playback
Up to 6 hours

Colors
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Exclusive colors
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) Includes
! Earphones with Earplidnes'with < °  Earphones, Dack £ jhes, Dock == Earphones, Bock Earphones with H i

Remote (na mic), iPod Remote (na-mic), iPed' - ConnectortoUsB 'Copnector t:U58 Connectar to US8 . Remolgads

hittp://www.apple.comfipad/compare-ipod-models/[8/27/2010 3:40:22 $M]
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shuffle US8 Cable shuffle USB Cable Cable
Price

2G8 $59 408 599 8GB $149

4G8 $79 t6GB 3179

A portion of the
proceeds from every
(et} purchase will
go to the Global Fund
10 fight AIDS in Africa,

Size

Cable

160GB §249

’

. 1.8 x0.7 x 0.3 inches 1.8 x 0.7 x 0.3 inches 3.6x1.5%x0.24

4:1 x 2.4 x 0.41
inches
(103:5'x61.8 x 10,5
. o o

Cable

8GB 5199

43x24x033
inches
(110x61.8x% 8.5 mm)

Connector to USB
Cable -

32GB $299%

64C8 $399

4.3%2.4 %033
inches

(110.% 61.8:x 8.5 mm)

4.0% ounces
{115 grams)

“(1¥5 grams)

_ﬁ'.OS*our-xée's. :

K {45.2x17.5%x 7.8 (45.2x37.5x7.8 inches

: mm) {acluding clip mm) including clip (90.7 x 38.7 x 6.2

) mm)

i Weight

0.38 ounce 0.6 ounice 1.28 ounces

(10.7 grams) (17.2graims) - {36.4grams)

Charge time

About 3 hours About 3 Hours’ About 3 hours
(2-hour fast charge (2-hour fast-chiarge (1.5~hour fast charge

i to 80%)

1o 80%) 10 80%)-

About 4 haurs
(2-hour fast charge
to 80%)

i
i .
! Display
i
1
i 2.2-inch (diagonal) 3.5-inch (diagonal)
: TFT display widescreen :
‘ Multi-Touch display
-1
, Navigation L

Earphones with .Garphonesdith  Click Wheel + Multi-Touch display
Remote + VoiceOver Remote +:VoiceOver. . VoiceOver

(selected languages) (selécted fanguagesy - ¢ (selected languages)

i
H
i
i
H
i
i
i
T

K ¢ 1G3 = 1 billion bytes; actual formatteat capacily less. Music capacity Is based on 4 minutes per seng aad 125-Kbps AAC encoding: aclal sorg capacity varies by enceding

cembined with 128~-Khps audio. Actuai cepacity vatles by cantent.

aumber of charge cycles vary By use ant seltlngs, See vavw.appis.cem?bamteries for more infermation.
T Avatlabie on Tunes. Title availabitlly sabject 1o chanae,
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Apple Unveils the New iPod

Fifth Generation iPod Now Plays Music, Photos & Video

SAN JOSE, Calffornia—October 12, 2005—Apple today introduced the new iPod®, featuring a gorgeous 2.5-inch color screen witich can display atbum artwork and photos, and play
stunning video Including music videos, video Podcasts, home mavies and television shows. The new iPod holds up to 15,000 songs, 25,000 photos or over 150 hours of video and is
available in a 30G8 madel for $299 and a 60GB mode! for $399, with both models available in stunning while or black designs.

“The new iPod is the best music player ever—it's 30 percent thinner and has 50 percent ntore stocage than its predecessor—yet it seils for the same price and plays stunning video on
#ts 2.5-inch color screen,” said Steve Jobs, Apple’s CEQ. “Because milians of people around the worid will buy thls new iPod to play music, it will quickly become the most popular
portable video player in history.”

The new IPod plays music, audiobooks, audio Podcasts, video Podcasts, home movies, music videos and popular television shows iike “Lost” and “Desperate Housewives.® The
unrivaled combination of iPod and iTunes® 6 now provides customers with a seamless expecience for buying, managing and playing video as well as' audio content, including over™
2,000 music videos, six short films from the Academy-Award winning Pixar Animation Studios, and five tefevision shows from ABC and Disney Channel, including the immensely
popular “Lost® and “Desperate Housewives,” . :

The new iPod combines all of the ground breéaking features that have made the iPod the best music player in the wortd with revolutionary new features such as the ability 1o view video
content on a larger stunning colar display. The new iPod features Apple’s innovative Click Wheel for precise, one-handed navigation and the portable design Is Keal for putting music,
‘Podcasts, photos, audiobooks, home movies, music videos and popular television shows in a pocket for on-the-go viewing. iPod users can also watch their video content and
slideshows of their. photos an a television via optional Apple accessories.

Featuring seamless integration with the iTunes Music Store and the iTunes digital music jukebox, iPod features Apple's patent pending Aulo-Sync technology that automatically - ,
downloads digital music, Podcasts, photos, audiobooks, home movies, music videos and popular television shows onto the iPod and keeps them up-to-date whenever the Pod is !
plugged into a Mac® or Windows computer using USB 2.0. The 30GB modei features up fo 14 hours of batiery life for music playback and the 60GB model features up to 20 hours of

battery life for music playback.*

Pricing & Availability

The new iPods will begin shipping next week for a suggested retail price of $299 (US) for the 36GB model and $399 (US) for the 60GB model through the Apple Store®

(wwwe.apgle com), Apple's retail stores and Apple Authorized Reseliers. All iPod models Include earbud headphones, USB 2.0 cable, case, dock insertand a CD with iTunes for Mac
and Windows computers, ’ '

tional accessaries designed for the new iPod include: Universal Dock for $39 (US), giving users easy access ta a USB port for syncing, IR support to work with the Apple Remote

1 a variable line out and S-video connections for integration within the living room; Apple Remote for $29 (US), providing wireless integration to the Universal Dock and quick and
easy access to controls from ‘across the room; Apple iPad AV cable for $19 (US), enabling television viewing of video content in full-screen; the iPod Camera Connector for $29 (US); .
and Apple Socks for $29 (US) providing six vibrant color socks to dress up and protect your iPed.

iPod requires a Mac with a USB 2.0 and Mac OS® X version 10.3.9 or later and iTunes. §; ora Windows PC with a USB 2,0 port and Wendows 2000, XP Home or Prolessional {SP2)
and iTunes 6. . -

* Battary life and number of charge cycles vary by use and settings. See www apole combatteries for more information. Music capacity is based on four minutes per seng and 1é8—
Kbps AAC encoding; video capacity is based on H.264 750-Kbps combined with 128-Kiops audio; and photo capacity s based on iPod-viewable photos t ferred fram iTunes.

Apple ignited the persmél computer revolution in the 1970s with the Apple 1l and reinvented the personat computer in the 1980s with. the Macintosh. Today, Apple continues to lead
the industry in innovation with ils award-wianing desktop and notebook computers, OS X operaling system, and iLife and professional applications. Apple is also spearheading the
digital music revolution with its iPod partable music players and iTunes online music store,
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Apple - iPod

Witness the evolution of the revolution. First it played songs. Then photos.

Then podcasts. Now iPod plays video, changing the way you experience your
music and more. Again. In lighter, thinner 30GB and 60GB models starting at
$299, the new iPod is music to your eyes.

iPod pure front and pure side

Better Yet

Time for the world's best music ptayer to
take the stage for another encore. In
30GB and 60GB(1) models that hold up
to 15,000(2) songs, full-color album art

and up to 25,000 photos(3), the new iPod .

makes the most of your music and more.
Yeah, you've heard that tune before. Only
now, you can watch it, toc. With support
for up to 150 hours(4) of video and a 2.5-
inch color display, the new iPod lets you
take music videos and TV shows on the
road.

More and Less

The new iPod boasts up to 20 hours of battery life(5), five hours more than before.

Plus, you get a bigger display and one more iPod color — sleek black. But here's
the kicker: At under half an inch thin, the new 30GB iPod takes up about 45 percent

http://web.archive.org/web/20051016010406/www. apple.com/ipod/ipod.htmi{8/27/2010 3:43:36 PM]

i

The new iPod
15,000 songs.
25,000 photos,

158 hours of video,

Buy online now, direct
from Apple, 24 hours a
day.

Call 1-800-
MY-APPLE.

Visit an Apple
Store.

Find Your Local Regellers:




Apple - iPod

less room than the original iPod. Even the new 60GB model is 10 percent thinner

than the fourth-generation 20GB iPod. More features in less space? Sounds fike . AHolds up tc; 15,000 songs{2)
iPod. and full-color album art

« 30G8 model is 4.3 X 2:4.x 0.43
Hold Everything Stopwatch animation
Now you can put alt your music in your pocket

and still have room for, well, practically -

everything else. Catch up on your reading with ,@
audiobooks. Browse your memories with photo

slideshows, complete with music. Watch video '

podcasts, music videos and your favorite TV

shows. Consult your calendar or look up an email address. Even check the time in

another city or time your fastest lap. The new iPod keeps it all close at hand.

Spin Some Tunes )

 The Apple Click Wheel gives you access to your entire
music, photo and video library — from one thumb. Control
volume and browse using the touch-sensitive surface. Play.
Pause. Rewind and fast-forward. Rate your favorites.
Create playlists on the go.-<Launch photo slideshows. The

Click Whee! puts everything at your fingertips, so you can
keep your eyes and ears on the music.

Sync, Look and Listen
Playing your iPod is only half the fun. Try filting it
with downloads from the iTunes Music Store.
Choose from over 2 million songs, 20,000
podcasts, 2,000 music videos or your favorite ABC
and Disney television shows, download them {0
your Méc or PC and sync them to your iPod. Add

" an optional audio cable to play music from the iPod
to your home stereo or use an optional S-video
cable with iPod to play VJ on your TV. You can

perform the same big-screen feat with iPod photo
slideshows. Oh, and you can do it all from across
) the room using the optional Universal Dock and
_handy new Apple remote.

1. 1GB = 1 billion bytes; actual formatfed capacity less.

2. Song capacity is based on four minutes per song and 128-Kbps AAC encading.

3. Pholo capacity s based on iPod-viewable photos transferred from iTunss.

4. Video capécity is based on 4 minuies per H_.264 750-Kbps video combined with 12€-Kbps audio.
5. Up ic 29 hours of battery life refers {o G0GB mode! and music playback.

Rechargeable batteries nave a iimited number of charge cycles and may eventually need (o be replaced. Batlery life and number of charge cycles

http://web.archive.org/web/20051016010406/www.apple.com/ipod/iped.himi[8/27/2010 3:43:36 PM]

_.inchés; 60GB model is4.r x 24"




Apple - iPod

vary by use and setings See

Home > Hardware > jPod

! tor more iommation

Sife Map | Search Jips

vVisit the Apple Store online or at retail locations.
1-800-MY-APPLE

Contact Us | Terms of Use | Privacy Policy

Copyright ® 2605 Apple Computer, inc. All rights reserved.
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Apple - iPod
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Nowr that you ¢an buy movies from the ITunes Store and sync them to
your IPod, the whole world is your theater, With a 30GB or 80GB iPod
In hand, those movles fit comfortably next to TV shows, new iPod
games, podcasts, audiobooks, photo albums, and, of course, an
entire library of music - up 1o 20,000 songs, in fact. Now starting at
$249, iPod is a pocket.size prodigy.

Watch this space
¢ TS 00 aokat hod? That

3,000 507

AL

< 1Pl games {

st ARG

GUDES,

Suit yourself
R IO AN 10 CaF

P T Y
SIS

1. Song csgacisy based on 4 mi

htip://web_archive.org/web/2007060305353 1 /www.apple.com/iped/ipod.htmi[8/27/2010 5:11:23 PM)

Tech Specs

5. You ™a

suaic for up

wes on movies end TV shows o up

13
1

=0 ExiTa comph.

Al
i

Apple vs-

APPLE INC.




Apple - (Pod

thunes, Vigee capadlty based on 264 1.5-Mdp

. Up o 2¢ qeurs of bettery lite reiers lo 22GB nicds! and musc playbock.
. 8.5 heurs of hatery e refars 1o &
limiled number of charge Syclss end may € niusly nesd to be replaced. Batiery B
for mare inferasation.

GCarg gveliablz on 1Tunes in seiectad counties. & DisnayiFmar

Dads & Grads
Gift Guide.

Free Dovintoad ()

Fomg > Hardwars > IPog

(& Search Apple.com _

. [

visit the Apple Store online (1-802-MY-APPLE} or al relai lacations.
Sife Mao | Costagt Us ; Jenns of Uss § Privacy Policy

Copyright © 2007 Appis inc. All fights resenvad.
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IPod Speakers - Shop Wireless Speakers & Portable Speakers ~ Apple Store (U.S.)

| ShopMac
‘Shop.iPod
Shop iPhone
Shop iPad.

Sort by

. fopfsqers
Newest
Price: Low to High
Price: High to Low
Alphabetical: Ato Z

Highast Rated

Shop by Type

iPod shufie
iPod nano
iPod classic

iPod louch

Previous [Pod models

Speakers,

Chaose e speakers tha
make your ears souke,

Make a sound decislon.
See how ow retum policy takes
he guesswark out of buying
speakers, .

ieam more b

iPod Accassories , Speakets

Philips DC290 Docking

Ciock Radio...

Ships: Within 24hrs
Free Shipping

£ 334 554
$95.9%

" Philips Fidetio DS7550

Portable...

Ships: Within 24hrs
Free Shipping

LE 2884
$129.95

iHome iHM79 rechargeable -

M.

Ships: Within 24hrs
[ 22230
$49.95

JBL On Stage Micro Il
Portable...

Ships: Within 24hrs
Free Shipping

Foke Ak
$99.95

IHome P49 Portable
Rechargeabte FM...

Ships: Within 24hrs

Free Shipping

bkt e
$1569.95

tHome 1P88 Dual Dock
Stereo Triple...”

Ships: Within 24hrs
Free Shipping

Fricdki
$149.95

Soundmatters foxlvZ .

Bluetooth...

iHome iHM78 rechargeable
Mini..

Ships: Within 24hrs

dkok i %

$49.95

_ iHome iPS0 Dual Alarm
@ Clock Radio for...

Ships: Within 24hrs
Free Shipping
KRERE
$99.95

iHome iP41 Rotating Alann
Clock for...

Stips: Within 24hrs
Free Shipping
bia s 2 80
$89.95

iHome iHM79 rechargeable
Minl,..

Ships: Within 24hrs

{Home iAS App-Enhanced
Alarm Clock

Ships: Within 24hvs

- Free Shipping
kXK

T $79.95

iHHome iP41 Rotating Alam
Clock for...

Ships: Within 24hrs
Free Shipping
$89.95

JBL On Stage Micro
Speakers for {Pod

http://store.appie.cnm/l_xsjbmwse/home/shop_ipodflpod_accessories/speakers?mca=MTM’:IN_TAyNTI[SD?[ZOlo 3:02:32 PM)

iHome iHM7?9 rechargeable
Mint... -

Ships: Within 24hrs
Fefrk ks
$48 .95

Philips Fidelio DS3000
Oesktop..,

Ships: Within 24hrs
Free Shipping
E.8 4 231
$79.95

Bose® SoundDock® Series
B Digital...

" Ships: Within 24hrs
' Free Shipping

o dedehod
$299.95

Altec Lansing Orbit M
Speaker for...

Ships: Within 24hrs
Fodokok i

$38.95

Yamaha PDX-30 Speaker
Dock for fPod...

Stipe; Within 24005

" Free Shipping

Ltttk
$129.95

Phlllps SBD7500 Portable
Speaker Dock...

Ships: Within 24hrs
Free Shipplng
FrARdok -
$90.05

Bose® SoundDock® Series

i
)




iPod Speakers - Shap Wireless Speakers & Portable Speakers - Apple Store (U.5.)

Ships: 2-4 weeks
Free Shipping
*kokok -
$199.95

Klipsch iGroove SXT
Speaker for...

Ships: Within Z4hrs
Free Shipping

de ok Fe ko
$149.95

iHome iP42 Dual Alarm FM
Clock Radio...

Ships: Within 24hrs
Free Shipping

$99.95

Bose® SoundDock® 10
Digital Music...

Ships: Within 24nrs
Free Shipping
Fokdedete
$599.96

totarota EQ7 Wirefess Hi-
Fi Speaker...

Ships: Within 24hes
Free Shipping

* -2 <254
$99.95

JBL On Stage 2001D
Loudspeaker Dock

Ships: Within 24hrs
Free Shipplng
Thkoks
$149.55

JBL OnStage {BP Speakers
Ships: Within 24hrs

Free Shipping

ik ik

$163.95

Ships: Within 24hrs
Free Shipping
Kk
$99.95

iRome iPS0 Dual Alarm
Clock Radio for...

. Ships: Within 24hrs

Free Shipping
* ¥k o
$99.95

iHome iP42 Duat Alarm FM
Clock Radio...

Ships: Within 24hrs
Free Shipping
§39.95

Bose® SoundDock®
Portable Digital...

Ships: Within 24hrs
Free Shipping
Fkdevcdr
$398.95

Attec Lansing Mix iT800

. - Boombox

Ships: Within 24hrs
Free Shipping
Fokok Kk
$299.95

Boston Acoustics Duo-i
Plus

[ Ships; Within 2anrs

Free Shipping
dkkdhk
$249.95

Focal XS Satellite Speakers
Ships: Discontimred

Free Shipping

*hkkE

$592.95

http://stnm.apple.com/us/browse/home/shop_lpod/lpod_aocesori&s/saea_kers?mco:M!’M3N'lfAyNTT[8/27/2010 3:02:32 PM] -

Ships: Within 24hrs
Free Shipping

Kok
$299.95

iHome iP42 Dual Alarm FM
Clock Radio...

Ships: Within 24hrs
Free Shipping
$99.85

JBL. On Stage Micro
Speakers for iPod

Ships: Within 24hrs
Free Shipping

dkkdot
$99.95

Bowers & Wilkins Zeppelin
Mini

Ships: Within 24hes

Free Shipping

FAoke
$289.95

Bowers & Wilkins Zeppelin

- Ships: Within 24hrs

Free Shipping
R dedik

$599.86

Logitach $3157 Partable
Speaker

Ships: Within 24hrs
Free Shipping

XkkAkx
$99.95

Phillps Fidelio DS9000
Premium...

Ships: within 24hrs
Free Shipping
$499.95
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iPod Speakers - Shop Wireless Speakers & Portable Speakers - Apple StOre (US.)

iHome iP§ Studio Series iHome iHMPS 2-in-1

Audio System... Headphone Plus...
Ships: Within 24hrs Ships: Within 24hrs
Free Shipping Yo %

L s 2 $49.95

$299.95

JBL On Stage 400P Eton Soulra Solar-Powered
Loudspeaker for... Sound...

Ships: Within 24hrs Ships; Within 2413
Free Shipping Froe Shipping
L2t $199.95

$229.95

Geneva Sound S Speaker XtremeMac Luna Voyager

iHome iP39 Kitchen Timer
and Alarm...

Ships: Within 24hrs
Free Shipping
TAKY

$89.95

Altec Lansing inMotion
Classic iMT620...

Ships: Wilhin 24hrs
Free Shipping
Lkt s e
$149.95

Pasrot Zikmu by Philippe

i
:
i

System for... for IPhone and... Starck...
Ships: Within 2dhvs Ships: Within 24hrs Ships: Within 24hes
Free SNpping Free Shipping Free Shipping
fovoked¥e 3 3.4 ¢4 J*kdkk

: $295.95 $79.95 $1,599.85

i

i

3 ¥ &

: 2% i £

i

:

i
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Extras - Apple Store (U.S.)

Shop iPod
Shap Phone
Shop iPad

Top Seliers

Newest
Price: Low to Higrj
{ Price: High 1o Law
Alphabeticalt: A to Z

Highes! Rated

Shop by Type
| AuiPads
iPod nano

iPod dassic

iPod touch

Previous iPod models

Apple Remoto
Ships: Within 24tvs
KAk
$19,00

Power Support Anti Glare
Film for...

Ships: Within 28hws
N
$14.95

Griffin Trave! Stand for
iPhone and...

Ships: Within 24hvs
41495

Polar Wearink®+ Heart
Rate...

Ships: Within 24hrs
Free Shipping
E3 3.e oy
$63.95

Belkin 2.6' Retractable
CGable for...

Ships: Within 24hvs
RERNE
$24.95

Belkin Earbud Clip for
iPod...

Ships: Wthin 24hrs
*hdkd
$14.95

Optoma PKA21 Pico
Pocket Projector

"+ Extras

Apple Earphenes with
Remote and Mic

Ships: Within 2ahrs
Kkt

Nike + iPag Spost Kit
Ships: Within 24hrs
Fokdd:

$29.00

Belkin Headphone Adapter
with Remote...

Ships: Within 24hrs
Fokoiok R
$19.95

Incase Deluxe Travel Kit
Ships: Withis 24hrs
$43.95

Monster iSplitter 200 For
iPodfithone

Ships: Within 24hrs
$19.95

iKlear Travel Singles
Cleaning Kit...

Ships: Within 24hrs
$14.95

Optoma Pico PK-101
Packet Projector...

http://store.appte.com/us/browsefhome/shop_ipodfipod_accessoriesfextras?mco=MTM3INTY0OOD U[8/27/2010 2:58:56 PM]

I

| Help g .-‘-w:‘lclile;'niw :

Apple In-Ear Headphones
with Remote...

Ships: Within 24nrs
Froe Shipping .
Fokok i H
§$79.00 H

Nike + iPed Sensor
Ships: Within 24hrs

Moshi TeraGlove Ultimate
Cleaning Kit

Ships: Within 24hes
$15.95

Apple TV - AppleCare
Protection Plan

Ships: Wittiin 24hrs
$49.00

Belkin Bluetooth Muslc
Recelver

Ships: Within 24hs
Kkt
$49.95

Griffin Simplifi Dock,
Reader, and...

Ships: Wilhin 24hrs
Free Shipping
*hkdok
$69.95

Bretford PowerSync Case
for Pod




Extras - Apple Store (U.S.)

Ships: 1-2 morths
Free Shipping

$329.95

Blue Microphones Mikey
CD-Quality...

Ships: Discontinued
Free Shipping

b 3 & o]
$79.95

Ships: Within 24hrs.
Free Shipping
Ak
$189.95

Ships: Within 24hrs
$49.95

Incase Deluxe Travel Kit

Ships: Within 24hrs
Free Shipping

$1,199.95

iPod: The Missing Manual,
Bth Ed.

Ships: Within 24hrs
$19.95

. Changs Country

;A aghls 1eeenved.

http://store.apple.com/us/browse/home/shop_ipodfipod_accessories/extras?mco=MTM3NTYOODU{8/27/2010 2:58:56 PM)
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iPod tar Audio Accessories - iPod Car Adapters & iPod Car Chargers - Apple Store (U.5.)

Shop iPad

Sortby

Top Sellers

Newest

, Prica. Low 10 High
Price: High to Low
Alphabatical: Ao Z

Highest Rated

“

Shop by Type
Anlgods- ... & 77

iPed nano
iPod lassic

iPod touch

Previaus iPod models

# 7 Aetessoriagsaes -

Belkin Micro Auto Charger
Ships: 1-2 weeks

%35 o

$24.95

Moaster iCarPlay Casselte
800 for...

Ships: Within 24hrs
E. 3.8 & S
$24.95

Monster iCarPlay Wireless
800 FM...

Ships: 1-2 months
Free Shipping
$78.95

Kensington Power Port
Mount for...

Ships: Discontinued
Kok kR
$29.95

Griffin RoadTrip FM
Transmitter with...

Ships. Within 24hrs
Free Shipplng
whokik
$99.95

XM SkyDock
Ships: Within 2dhrs
Free Shipping
ook
$119.96

Belkin TuneCast Auto Live
Ships: Witivn 24hrs

Car 2ccomsseries

Griffin WindowSeat
HanrdsFree for..,

Ships: Within 24hrs

3

kdomR
$29.85

Belkin MIni-Stereo Cable
Ships: Within 24hrs
deRed i

$19.95

Mageflar Premium Car Kit
for IPhone...

Ships: 2-3 weeks
Free Shipping
FodekkF
$99.95

TomTom Car Kit for tPod
touch

Ships: Within 2¢hrs
Free Shipping

Fekdd %
$79.95

Belkin YuneBase Direct
with Handsfree...

Ships: Within 24hrs
Free Shipping
fok i
$69.85

Monster iCarPlay Wireless
250 FM..

Ships: Within 24hrs
Free Shipping
*dckkk
$99.95

http://store.apple.com/us/browse/home/shop_ipod/ipod_accessories/car_audio?mco=MTcyMTgzNTK[8/27/2010 3:04:59 PM]

; lelp | Acoolntte nS NS -

tMonster iCable 800 for
iPhone and...

Ships: Within 24hrs
Hokdkk
$19.95 :

Griffin 1Trip Auto for [Pod
and...

Ships; Wilhin 24nrs ;
Free Shipping

$79.95 H

Belkin 2.6' Retractable
Cable for...

Ships: Within 24hrs
L3 ]
$24.95

Kensington Car Charger
Deluxe for...

Ships: Discontinued
Fkohk R
$49.95

Monster [CarCharger AUX
1000 for...

Ships; Within 24hrs
JokiRk
$49.95

Belkin TuneBase FM with
Handsfree for...

Ships: Within 24hrs
Free Shipping
e ol
$99.95




N
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iPod Car Audlo Accessaries - iPod Car Adapters & iPod Car Chargers - Apple Store {US.}

Free Shipping

*ky :

§69.95 X

:

+

i\ !
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Optoma Pico PK-101 Pocket Projector for iPhone/iPod - Apple Store (U.S.)

Shop:iPhone
Shop iPad

~— Apgple Earphones
H with,

R
T 2000

Apple In-Ear
.7 Headphanes...

W kkkAR
$79.00

e

Power Suppart Anti
mﬁ Ghare..,

A R

$14.85

The smailest projecior you've ever seen, the Optoma Pico PK-
101 is compact enough to fil in your pocket, yet bright enough to
spark your imagination. Its minimal size and serious durebifity
‘make it a musi-hava for iravet and on-the-spot presentations.

« Easily share photos and videos from mobile devices
« Project Images on any surface, nearly anywhere

- Ultra-light, even including bakfery

« Enlarge images up to 60 in/152 cm

Leamn morg >

Queslions & Answers
28 Questions + 46 Answers

o H v %

Based on 18 reviews | Vwite a review

Optoma Pico PK-101 Pocket Projector for iPhone/iPad

| 1899

§ account |

Ships: Within 24hrs
Free Shpping

Overview

The lalest additicn to Optoma's award-winning product line, the versatile
Pico PK-101 takes projector minialurization to an entirely new level. This
pocket-sized device is the perfect iravel companion, allowing you to give
presentalions anywhere you go.

Easy and flexible

The bundled cennection kit makes it a snap to atlach the Optoma Pico to
your iPhone, iPod classic or iPod touch. it also works with cafcorders,
dv-cams, digital cameras and other video players with standand
composite AV Out.* You can pawer Pico with the rechargeable battery or
.the power adapter.

Nike + iPod Sport KR
(O o 3 2 21
$29.00

$30.00

Apple iPad Dock
cmghor ERKER
$20.00

Apple USB Power

gib'f:i**

$29.00

Apple iPad Camera
; Caomnection it
—— kkKRE

http:/lstnre.apple.com/uslpmduct/TW482M/A?fnnﬂe=MTY1.NDA3NA&mco=MT A4NzQ3Njc#overview [8/27/2010 3:13:53 PM]

P

The Pico Projector is small and Eght enough to fit in your pocket, purse or

backpack, yel strong enough to display pictures, videos or presentations
on most surfaces varying in size from € to 60 inches (15.2 to 152 cm). To
achieve the deslred image size, simpty move the projector forwards o
backwands.

Featuros . -

» Lets a group see photos and videos from your mobile devices
~ Projects images on nearly any surface

.« Ulsa-tight at 4 0z/113 g inctuding battery

L] Edarpéml_ages up to 60 ins152 cm

» Vivid 1000;1 contrast ratio for great viewing

» DLP Picg technotogy

+ LED light source lasts over 20,000 hours

« Recharge battery via USB or AC power adapter

“Please consult the manual of the camoarder or olher device to ensuvs that it bzs the
correct output connection.

tetrns and packaged wil the oo

Nele: Hrogucts sold thmugh this websile Ihal ge ot Sear (e Apple Bravid nams ars senacad and supported axclumvely Dy Mok manufactursts in 2ceordance willy
Appias Limitest Warranty doel noi apoly (o products hat are not Apple-brarded, even L oaakad v

Did you notice?

The Pica Is small and light enough to"carty in a pocket or briefcase so you

can bring it along wherever you travel.
Apple Recommends for...

Lelting everyone i a group easlly sec the tmages, videos and other content

an your iPhone, IPod of iPod TTouch.
Technical speciications

- » Projection type: DLP

+ Light source: LED

» Light source life; Approx. 20,000 hours

» Contrast ratio: 1000:1

« Battory type: Li-ion rechargeable (3.7V, 100 mAh)
« Battery Iifa: Up to 1.5 hours

«+ Power Input. Mini-USB conneclor

<+ AV input 2.5mm jack AV input (Composite vtdeo andt stereo audio-n;
PALNTSC(5761480)

« Throw raticc 1.1 (Distancernidth)

+ Image sizer 6 to 60 inJ15 to 152 am

« Projecion distance: 10 to 102 In/25.4 to 2531 cm

« Audio: One 0.5 W speakor

«» Weight: 4 0z/114g with batiery; 2 8 0z/80g without battory
« Dimensions (WxH x D) 1.87 x 0.59 x 4.06 inJ50 x 15 x 103 mm
What's [n the box? .

+ Optoma Pico PK-101 projecior

« Power adapter

« USB cable

« Tripod adaptes

« Two batteries .

« Standard ANV cable (RCA to minl-jack)

« IPod kR with dock connector (U.S. only)

+ Slorago bag

Warranty

One-year fimited parts and labor; 90 days on baltery

M. Put No P01




Optoma Pico PK-101 Pocket Projector for iPhone/iPod - Apple Store (U.S.)

Aapts pdwns Plesse comast tha manutathrge

$29.00

This yis

iPhone 3G

: Phone 3GS iPod touch IPod touch
H 2nd 181 generation
generation
i iPodmano  ifod nano
i Sthgeneration 4th generation
{video {video}
comera}

PR

120GB
160GB {2009)

vuagh SUrCit GrFl SUSONIET SENVLE

J

iPod dassic  iPod dassic  iPod dassic

160GB {2007) 80CB

Ratings & Reviews
** ** * Based on 18 reviews

Most Useful Reviews

% % e k¥

The good, the bad and the ugly
{ valter by K1 from shoreline [ War 27, 2008

The Good: Great picture. The small size is incredihle and very light.
The Bad: Small spesker, and the package doesn't inclixle 3...More

218 f 248 peuvple found this usaful

Was this useful?

TR AR
very helpful
| witten by JP kom san anlonio | Aor 2, 2009

Even though this prodect costs a lot, it [5 very useful when attempting
to show a group of people pictures.The quality is phenomen.. . More

104 of 137 peopte taund tis usefud

Was this useful? m %

J Kk Aok k
wWow
1 Vaitten by MD Gom Pemivoke Pines ] Mar 26, aoos

pocket Projector is something that help to use a lot graphics and
present personal projection for small groups... very nice

114 ¢f 165 pecple found this usefd
s s e TR TN

Read ali the most usaful reviews

ﬁost Recent Reviews
ook ok

Order the PK102 if you want to use it with a laptop
i 'Writien by KRG fap Fatmouth | Moy 2. 2010

Hooks up to iPhone with ease and works great BUT if you want to
hook it up to your faptop you are out of luck. To hook up to a ia
...More

19 of 22 people found Lhis usafui

Was this useful?  §TE00 Sy

KRR AR
ONLY outputs from youtube and the photo album

{ Vwilten by JL from wooginvile | Mer 9, 2610

The projectar is adequate, however it can only output video's and from
Phota’s in play mode.
Completeh tess for my purp 5. More

14 of 30 peaple found this usefd

Was this useful?

LR & &

Great little product
i \wrtlen by HZ fom Manhattn | Feb 25, 2610

| used it in irag while deployed. Gther than the short battery lifo and
the "not oud enough™ speakers this product really is a g...1More

23 of 24 pecole found this vsefd

o i wo? GO D

Read alt the most recent reviews

U

Questions & Answers

http://store.apple.comfus/product/TV748ZM/Alfnode=MTY1NDA3NABMOo=MTA4N2Q3Njcoverview [8/27/2010 3:13:53 PM}




Optoma Pico PK-101 Pocket Projector for iPhone/iPod - Apple Store (U.S.)

&

] Soe all 28 Quaskons

. Most Interesting

Does this device have an intemnal
battery, or run off of the iPod/iPhone
battery ? Or does it come with a power
adapter for a 120volt wall outlet

i Asked by 22 trom &1 Sorants § Jut 9, 2010

2 Answers

Does this work with the IPAD?
i Asked by PS fiom Puyatiup | May 5. 2210

2 Ansveers

Aungwer Yesit does, 1t works for videos, youtube
and presentations with keynote.
The only thing you need...Kore

§ Answerco by PB from Fonlenay Les By | Jun 8, 2010

can you hook a stereo mini fack cable
from your ipod to another speaker
system when using the projector?

i Asked by EC trom Jerscy Shore | Ca 25, 2009

4 Answers

Answer yes you can but you need anly to connect
the yellow for the picture and red and white for the
audio...More .

| Answeied vy TH fom Chariatte | Nov 14, 2009

Enter your email address lo track questions about this product.

Recently Answered

Does this projector work with iPhone
0S 4.07
Askad by TA rom Puite | Aug 2, 2010

1 Angwar

would this work with an xbox? 1 Answer

, Asked hy WS from Laxingiee | Jim 1. 2010

Answer Yos, because 8 composite /O is included,
which I8 what most XBox machines have.

} Answered by KK from Astmgion Heights | Jul 2,200

Does the l;'ico have keystoning
comection?

1 Answer

i Asked by NB from Calgary | May 18. 2010

SO,

& Appio SR {USY | Change Counly | Education Stors | Business Stare

Copydaht © 2010 Afple Ine. All rigita ro

esaved

Government Stere

Terms of Us2 Privacy Policy | Sales and Refunds

Molp | Awcount | Site Map | Securly Policy

You can alse oider fom The Apnle Sivve by caling 1-600-MY-AFPLE

hitp://store.apple.com/us/product/ TV748ZM/A?iode=MTY 1INDA3NA&mCco=MTA4NZQ3Njc# overview[8/27/2010 3:13:53 PM]
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MFi Program - Apple Developer

-,

’
& Deve!oper Technologies Resources Suppordd’ Member Cenfer @ Search Developer

MFi Program

Participate in the MFi licensing program o develop electronic accesseriss that
connect to iPod, iPhone, and iPad, Licensed developers gain access to technical
documentation, hardware compenentis, technicai suppori and certification iogos.

ﬁfﬁm&' MFi Logos - !
0a ! ;
— The Made for iPod, Made for IPhone, and Made for iPad logos mean Program Benefits :
Elithone J that an electronic accessory has been designed to connect specifically ‘

to iPed, iPhone, or iPad and has been certified by the developer to

‘ U ﬁﬁz l meet Apple berfomlance standards. ‘
o * Technical Documentation and Hardware Components ,

Developers receive technical specifications describing ihe iPed
Accessory protocol, the communication protocol used 1o interact with
iPod, iPhone, and iPad. Develapers also gain access to the hardware
connectors and components that are required to manufacture iPod,
iPhone, and iPad accessories.

Technical Support and Compatibility

Developers have access to Developer Technical Support and
Compatibifity Labs to assistin product development and testing.

hitp://developer.apple.com/programs/mfi/{8/27/2010 2:53:13 PM]

105 Accessories .

To design iOS apps that cormmunicate with
-accessories. conngcted through.the 30-pin.dack. -
conneEtor or Blietaots; joinibie iPhone oper:
_ Program, -

iPod, iPhone, and iPad Cases
ifyou are designing a canying case for iPod, iPhone,

-

1’4 Dovelopar: Y vProqrams. M

Technologies

. Re’é‘ddtqes;" . R T
- Developer Todls . _ iPhiong By Genter .. Daveloprient Videos'
ios o " tad v Conter " Dévelogiér Forums
Mac 08 - " Seteri Doy Canter " "Pop StoreiResource: Center
" Setar Apple Applications’ - .. , . 108 Uoveloper News - . Mac Developer ' i
: Haidware & Driveis - - ' Licensing & Tradeniarks: - . Sakr.Developer Piogam ' *
iPod. Phone & Pad Cases : : F4F1 . Prograin o
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Viewsonic » VIEWSONIC SUPER SIZES DIGITAL CONTENT WITH WORLD'S FIRST FULLY-FEATURED, HIGH DEFINITION, DLP® PROJECTOR WITH IKTEGRAED IPOD DOCK
" Wission an Values
'; E';x.ecu!ivé. '
e Archlves
- V‘C‘.\SON}C AD_DS SHONT—
- Tase:Shidt
A?_ :quétic_riS ) ~"~ o |

" Community. s ST :’ llmted prodnct wananty AT techhleer suppnn nnd one yaar of Express Exchanga@ servk:e

'h!tp:l/www.vfewsonlc.com/...,ews/viewsonk:_—super—sizes-dighal—content-wiﬁl-waﬂds-ﬁrst-fullyfeatured-hIgh—deﬂnition-dIp174-projecmr—wim-lntegrated'lpod-dod(.hun[S/ﬂ/ZO}O 3:22:48 PM}



Viewsonic » VIEWSONIC SUPER STZES DIGITAL CONTENT WITH WORLD'S FIRST FULLY-FEATURED, HIGH DEFINITION, DLP® PROJECTOR WITH INTEGRATED IPOD DOCK

at no additional charge. ViewSonic also pravides a one-year lamp wamanty.
Birds . .

For more information on ViewSonic projectors or to locate an authorized ViewSonic desgler, visit
| wavw ViewSonic.convprojeciors or call 800.888.8583.
About ViewSonic ' | ’ . .
’ ‘JlewSomdB Corp 2 worldwide lesgsr in visuat dtsp-ay products. “aliows users (0 "Qee the

Dﬂeren‘.e“" by offering. Dcmpmhenswé display-sciutions for 'odavs busipess, education and

Shs . consumer"eledromcs markets The' companysptoduc!s haya won more’ than 2,006 uwards e e S RES
; 1. globelly £ om, mdependart pbb{ caticns and orgamzaﬂons

Headquane ed i Walnut, Calif., ViewSenic vias foun~ed in 1987 andis 2 pnva.ely held
corporahon rorfunher- nfom':at;on piease contact VewSonlc Corp. attek 800, 883, 8583 or : . ) ) - i
: 458736 arwww,VaewSomscom : B oo T

Privaiy Policy'egat Sitepian_ Searen . Contég

Programs, spedificalions, picing and aveilablity are subjesi 1o change wiinout notice. Selections, oifers and programs way vary by country; see your ViewSonic represenialive for somplete detads.
Prices it U.S. doflers. Copyiight © ViewSanic Corooration 2000-2010. Al rights reaerved.

htp://www.viewsonic.comy...ews/viewsonic-super-sizes-digital-content-with-worlds-first-fullyfeatured-high-definition-dip174-projector-with-Integrated-ipod-dock.htm{ 8/27/2010 3:22:48 PM)
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Digital lifestyle iPod” projector

ViewSonic’s PJ2580 ViewDock™ projector sets the bar for digital

lifestylz projectors for work and play by convarging entarisinment

axcitment with grofessiongl practicslity, The integrated iPod dock
lets you PROJECT CONTENT DIRECTLY FROM YOUR IPOD WITH
VIDEQ for jargei-than-life pictures and videos. The aray of projector
connectivity opticns allews you to connact-a PC, DVD player, gams
consaies, and mor, The PU258D uses Texas instruments DLP?
techinnlogy for RAZOR SHARP DIGITAL IMAGES and brilliantly
displays 2,000 Tumans for use in virtually any setting. s stylishly
con.tourecf design is sophisticated for the contermporary professional

o the go and the entertainment aficionads by night. Your profector

- doesn't have to be lackluster anyincre a3 ViewSonic's PJ2580D

ViewDock” elavates the status of your digital Iifestyle,

o

TELAS. ST tats

Madefor

LIFE-SIZE YQUR WPOD

> Bright in.virtuafly any setting with 2,000 lumens
X5 A,060 lumens I just 2.9 s, It's this bright chisige for

mebile prssentars. ’ i

v

Lifesize your iPod® with videa
Dock and charge your 1Fod with vidse I ths grojedtor's ' i
dosking staton. Shate your videws, padaasts, gamss and
resentations in larger-than-life fashion..

> DLP”technc;I'agy
Sturning al-digizel dacity dafivers lifelike color, sharp
graphics, and oustanding video.

> Ultimate video-source flexibility i
Conneet 3 computer or atd 2 videp scurca fer dynamic i

meeiings snd-presentetions.

v

Supports HD signals including. 720p 'and 1080
Capable of displaving HE slgnals aswail 23 other video
and date sourcps™

V.

Ynplag and go .
. Diract off feature ks you uiplug thy projectorand go.
Thé bést warranty

in the busidess
Coverad by a fhree-year.
parts and fabar fimitad
warcenty, fitst-vear
Express Exchange™ and
dné-vedr impited lamp

Wl anTy ™ "

v

viewSonre
FRODKICTS, PROGRAMES,.
AND SERVIGES




T-‘E(";v., b Y
i i
Sotd 1
)

A o

Optiofial Accessorias
* Roplacemvent amp... .. ovvvus vu s RLCOZS
» Rolling sof case ittt ndtebook bay . CASE00S

* Extended Express Exchange® . ... ...PRJ-EE-03:03
% VGA to-component videa adipter . . ADPTG02
* Wireless G presentation.adapter . . . WPG-T00.

FROJECTOR  Wyps

2.55" DDR DMD, DL

Phyie] Format

Ki2dx748 XGA

Léns Manuel zoar, manual focus

Zuem Factor y

Keystone .
SIEELAY Size

Throw D Distans S
Thicw Ratic

Lamp 200V, 2,000 howars varmial, upe o 3000%* Faurs wca
Brightriess 2,000 A “35‘
Cotitrest Ratio

Aspact Ratio

AUNQ Speakers hd-\.ntl
INPUT SIGMRAL  Computer and Video RGB analpg, MTSC M, NTSC 443, PALE, D, G H, L M, A},
’ SECAM (a ©.G. K. Ki, i, 386;, HOTY 720, 10401
Freguency e 31.5-79 3icHz; £ 55-85+H:
COMPATIBILITY PC ~ T Analgt fmrn \!GA 1o SXCA istated) T
Kach Anglog: te SXGA {may recuits 4 Mac adppter)

CONNECIOR  RGB road

15-pi HD, D-sub cakide

Camposite Video {input;

RCA jack (x1)

‘SVidea {inp} " Min-Oin dpin (x1) s
Component Vidao (inputy VGA tg RCA ¢ocmponent adapter® {opticnal
. . iPod ) Dock
POWER “Valtage- 1C0-280 VAL, S0I60H (rwmrsaly
Corsumption © 280WY ()
CONTROLS Basit Standby’Gry, input, mshu
OnVievit Digplay tnode, biightness, conirast, white intensity, colos.
terap, seturaticng, management {menu iccation, projbcticr:.
keystorrs, souree jock, high altitude, wanslucence, raset),
frequency, phase, H. wosition, ¥ position, degammy,
aspect ratio, V. shift 16:8, GSC-arnguage, cblor 32tting,
. farng satting
QPERATING Temperatice 32-104%F (0-40°Cy

CONDIFHORS  Humidity

10-90% inen- ccind';':

ViewSonig Corporation » 381 Brea Canyon:Road, Walnut, CA §1789

Customer Setvice and Technical Support: (800) 688-5688 » Sales: (888) 881-8781 ¢ Salesinfo@ViawSonic.com » ViewSotic.c6h
Quional catdes required, * Runrivg whisper-mode sxlusively zan exiens kmp ife. “"Vsll Viewborecom fap dd‘ais fr-dswf rmybt requrnd Anal.gadaplcr aatst;h fram WavSonie, Speilicatins subfzci o Cange wilhont
t Texs!

WNEISE LEVEL  Normal 37 98 tryp):
: Whilsper Modz 34 dB typ)
DIMENSIONS | Physicol foan} | 28 ‘
MW HxD) Physical {in.}
WEIGHT et 3. 9 I‘J (1 3kg;
Croms 0.1 b, i4.6.ke)
REGULATIONS VL, CUL FCE.B, €8, CE, TUWGS, CCC, PSB, NOM
QTHER Whisper mode, iPod dodk, optical zoom, virsless resnote
contral, soft carrying case, progressive scan, direct.ofl for
unplug and go, daylight mod=
PACKAGE CONTENTS Pod dock, projector, pawer cords VG A cable, RCA video
egbls, rarmote canitrol, soft case, leng cap, YiewSohic
L o Wizard CIJ, Quick Start Guide i
WARRANYY . T T " Three-yasr hmited warranty-on parts and laL‘or ﬁrsz—yea'

Express Exchange® Servica. Oneyear iimited worrznty on
lapp et

ViewSonic

See the difference®

1ok, Selection nﬂmw.ﬂqmm:'va-ybfmtm See your ViewSom repi 1 COf e dé1ats. DLP Is a S

; < in Bieldiited Siates 204 Glher countries; Corporate ramns irade-.
rnwte -l'-lgdhere-n‘zelh&nm sespec sies. Starmight £ 107V oo Couproraiion, Mh\gl’nms«r«d (|3<1| mQM P)&ﬁ-\

APD0005212
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Ision SHOWWX™ Lascr Pico Projector:
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TIBILITY | SPECS

' FAQ | SUPPORT
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ApPie vs. Settr laks

APPLE INC. NO. 22

THOMAS LA PERLE

3, 2010
,CSR

SEPTEMBE
J.W. HARBIDGE.

Came No- AUT021

40 PM]

-/ wwwimiicrovision.com/showwsx/overview. htmi[8/27/2010 3:18:
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Microvision SHOWWX™ Laser Pico Projector: Overview

VISIT THE
MICROVISION
ONLINE STORE

£ Pownload Brochure (PDF) >
See the full technical sp-—mﬁcatlons of S‘-{OWWX >

B HOWWX Warks with a Variety of ‘Devices

Learn more about SHOWWX compatibility with the electronics products you own »

back to top

C,;‘?) IMAGE BY HONE | OVERVIEW | GALLERY § BUZZ | | V/ANT ONE! | BECONME A VIP | COMPATIBIUTY | SPECS (| FAQ ) SUPPCRT | SITENAP | @"\%&w

MICROVISION PEQ § © 2010 sicrovision, Ine, All rights reserved. iPod is a trademark of Apple, Inc., registered in the U.S. and cther countries.
- Cther registered trademarks are preperty of their respective owners. Privacy statement,

http:/Iwww.t_r!iu'ovision.coﬂVshowwxloveMew.html[8/27/2010 3:18:40 PM]




Record List Display . ' Page 1 of 1

United States Patent and Trademark Office

Home| Site Index|Search |FAQ| Glossary | Guides| Contacts | eBusiness|eBiz alerts |News|Help

_sademarks > Trademark Electronic Search System (TESS)

TESS was last updated on Fri Aug 27 04:05:47 EDT 2010
s

Please logout when you are done to release system resources allocated for you.

i Borton 7| i

SEARCH OG [ emiev st fnisxr st

Fris Poru] Browsenicr

Sl o[ . 4Records(s) found (This page: 1~

At: ! record: 4) | .

Refine Search (‘ipod)[fm and (nat (apple)lon]) and (009)f| {_Submit

Current Search: $8: (“ipod"}[fm] and (not (apple)[on}]} and (003)[ic] docs: 4 occ. 4

| [Serial Number][Reg. Number][Word Mark|[Check Status][Live/Dead|
[1][76338149  ||2758099 fiPOD I[TARR [pEap |
[2]l7e020687 | {IPOD [TARR - |[pEAD |
375854960 | - fipoD-  lITARR |[pEAD |
5718637 | {iroD IITARR IlbEAD |

EXY LiSE

Te53 Howe | NEWUBER .

SEARCH OG | Briiv Lisy | s

STRUCTURES [ rie Fonmf Hrdwsnnier

MAGE LIST § -

{.HOME | SITE INDEX| SEARCH | €BUSINESS | HELP | PRIVACY POLICY

BTN

http://tess2.uspto.gov/bin/gate_exe

8/27/2010 .




Apple - Legal - Copyright and Trademark Guideiines

Guidelines for Using Apple Trademarks and
Copyrights
(Formerly entitled Guidelines for Third Parties Using Apple Trademarks and Copyrights)

These guidelines are for Apple licensees, authorized rese!le:"s. developers, customers, ang other
parties wishing to use Apple's trademarks, service marks or images in promotional, advertising,
instructional, or reference matecials, or on their web sites, products, labels, or packaging, Use of the
“keyboard” Apple Logo (Option-Shift-K) for commercial purposes without the prior written consent
of Apple may constitute trademark infringement and unfair competition in violation of federal and
state laws. Use of Apple trademarks may be prohibited, unless expressly authorized.

If you are a licensee of an Apple tradematk or loge and have been provided with special trademark
usage guldelines with your license agreement, please follow those guidélines. If your license
agreement does not provide usage guidelines, then follow these guidelines. If you are an Apple

" Authorized Reseller or member of an Apple program, you may be subject to additional restrictions,

Apple’s rademarks, service marks, trade names, and trade dress are valuable assets. In following
these guidelines, you help us protect our valuable trademark rights and strengthen our corporate
and brand identities. By using an Apple trademark, in whole ot in part, you are acknowledging that
. Apple Is the sole owner of the trademark and promising that you will not interfere with Apple's
rights in the trademark, including challenging Apple’s use, registration of, or application to register
-such trademark, alone or in combination with other words, anywhere in the world, and that you will
not harm, misuse, or bring into disrepute any Apple trademark. The goodwill derived from using any
part of an Apple trademark exclusively inures to the benefit of and belongs to Apple. Except for the
limited right to use as expressly permitted under these Guidelines, no other rights of any kind are
granted hereunder, by implication or otherwise. If you have any questions regarding these’
guidelines, please talk to your Apple representative or send an e-mail to Apple’s Trademark
Department at appletmi@apple.com.

Authorized Use of Apple Trademarks
1. Advertising, Promatonal, and Sales Materlals: Only Apple and its authorized resellers and
licensees may use the Apple Logo in advertising, promational, and sales materials, Apple Authorized
. Resellers may use the Apple Logo only as specified in their reseller agreement and the Apple
g_m:_l_d_em&ﬁy]_d_eﬂng:;_fg_c_&gsﬂg& and such use must always be in conjunction with the
appropriate terms that define the relationship authorized by their contract with Apple, For example:
Authorized Reseller
Authorized Value Added Reseller

_ Authorized Service Provider

Authorized Wholesaler

2. Compatibility: Developers may use Apple, Macintosh, iMac, or any other Apple word mark (but

not the Apple Logo or other Apple-owned graphic symbol/logo) in a referential phrase on packaging

or promotional/advertising materials to describe that the third party product is compatible with the
referenced Apple product or technology, provided they comply with the foltowing requirements.

a. The Apple ward mark is not part of the product name.

b. The Apple word mark is used in a referential phrase such as “runs on,” “for use with,” *for,” or
“compatible with."

c. The Apple word mark appears less prominent than the product name,

d. The product is in fact compatible with, or otherwise works with, the referenced Apple product.

hnp://\mlw.appl&mm/iegal/b'ademaﬂdguldenﬁesfor:’.rdpatﬁes.hum[ﬂlnfzom 5:04:16 PM]

End US“I 50ﬂwme License Arreements
Hardware Warranties

tPhone Warranty
" Griginal ihane
iPhone 35
1’rIJ:vy Policy-
iTunes Store Terms
Sales Policies’
J\pple Glebal Onﬂne S.er:m slte \.A(,OS)
Appiu Online Store .
Aprm Jnﬂne Sicre for K12 Sduoels
Appk- Ontine Store fop quhl!f u!ur‘-xunn
. - Refail S«m :
. Applc Onllnr.- ‘(e:c 1or. E,duc)tjon lndlwkxun!s :
2 Aulhor.zud
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) :'AppleCare Sendise Plan
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- ﬁpplcCare Repau;\guomom_ .
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Apple - Legal - Copyright and Trademark Guidelines

e. The reference to Apple does not ¢reate a sense of endorsement, sponsorship, or false association

. Trademark, Conyright and Intciicciual Property
with Apple or Apple products or services,

‘Trademar¥ List
. . Copyright
f. The use does not show Apple or its products in a false or derogatory light. s Veh Baiges

Phacy Prevention

Guidelines for Trademarks and Copyrights

FiieMake: Legal information

WeXT Trademack List
Tratning and Certification Agreements and Policies
iegai Contacts
Expont Campliance
Suppiter Provisions

3. Publications, Seminars, and Conferences: You may use an Apple word mark in connection with
book titles, magazines, periodicals, seminars, or conferences provided you comply with the
foltowing requirements:

a. The use is referential and less prominent than the rest of the title. Acceptable: XYZ CONFERENCE
for Macintosh Computer Users

-

b. The use reflects favorably on both Apple and Apple products or technology.

c. Your name and logo appear more prominent than the Apple word mark an all printed materials
refated to the publication, seminar or conference.

d. The Apple logo or any other Apple-owned graphic symbol, logo, icon or image does not appear
on or in the publication or on any materials related to the publicaticn, seminar, or conference
without express written permission from Apple.

e. A disclaimer of sponsorship, affillation, or endorsement by Apple, similar to the following, is ~
included on the publication and on ail related printed materials: "(Title) is an Independent
(publication) and has not been authorized, sponsored, or otherwise approved by Apple Inc.”

f. A trademark attribution notice is included in the credit section giving notice of Apple’s ownership
of its trademark(s). Please refer to the section below titled *Proper Trademark Notice and
Attribution.”

4. Web Sites: Web sites that serve only as noncommercial electronic informational forums concerning
an Apple product or technology may use the appropriate Apple word mark, provided such use
complies with the guidelines set forth in Section 3 above.

S. Apple Web Badge Licensing Program: Web skes'may use one of the Apple Web Badges if the site
uses or was created using Apple-branded hardware or software and you comply with the terms of
the Apple Web Badges License Agreement and Guidelines. For licensing information on the Apple
Web Badges Licensing Program refer to Apple’s web site at www.apple.com/about /webbadges.

nauthorized Use o a]

1. Company, Product, or Service Name: You may not use or register, in whale or in part, Apple, iPod,
iTunes, Macintosh, iMac, or any other Apple trademark, including Apple-owned graphic symbols,

) logos, icons, or an alteration thereof, as or as part of a company name, trade name, product name,
or service name except as specifically noted in these guidelines,

2. Apple Logo and Apple-awned Graphic Symbols:- You may not use the Apple Logo or any other
Apple-owned graphic symbal, lago, or icon on or in connection with web sites, praducts, packaging,
manuals, promotional/advertising materials, or for any other purpose except pursuant to an express
written trademark license from Apple, such as a reseller agreement.

3. Variations, Takeoffs or Abbrewviations: You may not use an image of a real apple or other variation
of the Apple logo for any purpose. Third parties cannot use a variation, phonetic equivalens, forelgn
language equivalent, takeoff, or abbreviation of an Apple wademark for any purpose. For example;

Not acceptable: Appletree Jad(intosh Apple Cart PodMart

4. Disparaging Manner: You may not use an Apple trademark or any other Apple-owned graphic
symbol, loego, or icon in a disparaging manner.

5. Endorsement or Sponsorship: You may not use Apple, Macintosh, iMac, or any other Apple
trademark, including Apple-owned graphic symbols/logos, or icons, in 2 manaer that would imply
Apple's affiliation with or endarsement, sponsorship, or support of a third party product or service.

6. Merchandise Items: You may not manufacture, sell or give-away merchandise items, such as T-

shirts and mugs, bearing Appte, Macintosh, iMac or any other Apple trademark, including symbols,
togos, or icons, except pursuant to an express written trademark license from Appte.

http://www.apple.cbm/legal/trademarklguldelinesfor3rupaftles.htm1[8/27f1010 5:04:16 PM]
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7. Apple's Trade Dress: You may not imitate the distinctive Apple packaging, web site design, logos,
or typefaces.

8. Slogans and Taglines: You may not use or imitate an Apple slogan or tagline. .
For example: "Think different.”

9. Domafn Names: You may not use an identical or virtually identical Apple trademark 2s 2 second
level domain name.

Not acceptable: “imac.com”  ‘“imacapple.com” “imac-apple.com” “podmart.com”
The Mac Trademark

1. You may not use the Mac trademark standing alone except to denote or refer to the Apple
" Macintosh product line.

2. You may use *Mac" in your product name, company name, trade name, or service name provided
your name satisfies the following criteria:

a. Your product is not a computer, computer system, or operating system software.

b. Your product is Mac compatible or the third party business is associated with Mac based
computers.

¢. "Mac” is used in combination’ with another non~generic ward.
Acceptable: MacVenus MacCharlie
Not acceptable: MacCharleston MacSales
| d. "Mac” does not appear more prominently than the rest of the name in size, color, or typeface.
e. Your name does not suggest a false association with Apple.
f. Your name is not confusingly similar to any trademark owned or used by Apple,

g. You acknowledge that Apple is the sole owner of the "Mac” trademark and that you wilt not
interfere with Apple's use or registration of "Mac” alone or in combination with other words.

h. I you are an Apple Authorized Reseller or member of an Apple program, you may be subject to
additional restrictions.

Bules for Proper Use of Apple Trademarks
1. Trademarks are adjectives used to modify nouns; the noun is the generic name of a product or

service,

2. As adjectives, trademarks may not be used in the plural or possessive form.

Correct: | bought two Macintosh camputers.

Not Correct: | bought two Macintoshes.

3. An appropriate generic term must appear after the trademark the first time it appears in a printed
plece, and as often as is reasonable after that. Suggested generic terms are provided in the Appie
Jrademark List which is posted on the Apple web site at:

wwaw.apple.com/legal ftrademark/appietmlist.htmi.

4, Always spell and captitalize Apple’s trademarks exactly as they are shown in the Apple Trademark

List. Do not shorten or abbreviate Apple product names. Do not make up names that contain Apple
trademarks.

P Trademark Noti J Antributi

1. Distribution Within the United States Only

http:/fwww.apple.com/legal/trademark/guidelinesfor3rdparties.htmi{8/27/2010 5:04:16 PM)
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2. On product, product documentation, or other product communications that will be distributed
only in the United States. use the appropriate trademark symbol (Ti. sM, 9} the first time the Apple
wrademnark appears in the text of the advertisement, brochure, or ather material.

b. Refer to the Appie Trademark List for the correct trademark symbol, spelling of the trademark,
and generic term to use with the trademark. Generaly, the symbol appears at the right shoulder of
the trademark (except the Apple Logo, where the logo appears at the right foot).

¢. Include an attribution of Apple’s ownership of its trademarks within the credit notice section of
your product, product documentation, or other product communication.

Following are the correct formats:
______ are registered trademarks of Apple Inc.

and _______ are trademarks of Apple Inc.

2. Distribution Outside the United States:

a. Do not use trademark syrmbols on products, product documentation, or other product
.communications that will be distributed outside the United States.

b. Use one of the following international credit notices:

is a trademark of Apple Inc., registered in the U.S. and other countries.

Is a trademark of Apple inc.

E -’- O[g E [

1. Endorsement or Sponsorship: Apple does not support the use of its logos, company names,
product names, or images of Apple products by other parties in marketing, promaotional or
advertising materials as their use may create the perception that Apple endorses or sponsors the
product, service or promotion. '

'2. Compatibility: If you are a developer, you may show an image of an Apgle product in your
promotional fadvertising materials to depict that your product is compatible with, or otherwise works
with, the Apple product or technology, provided you comply with the following requirements:

a. Your product is in fact compatible with, or otherwise works with, the referenced Apple product.

b. The image is an actual photograph of the genuine Apple product and not an artist's rendering
(Note: You must obtain express written permission from Apple before using any photograph owned
or licensed by Apple).

c. The Apple product is shown only in the best light, in a manner or context that reflects favorably
on the Apple products and on Apple Inc..

d. The reference to Apple does nat create a sense of endorsement or sponsorship by, or other false
assoclation with, Apple or Apple products. ’

For further information with respect to Apple's copyrights, send an email to copyright@apple.com or
fax to Apple Rights & Permissions 408-253-0186.

Updated January 11, 2007 by the Apple Legal Team - appletm@apple.com

ﬂ + Legal Trademark, Copyright and Intellectual Property ~ Copyright and Trademark Guldelines

op \he Appla Quline Store {1-800-MY-APPLE), visit an Apple Retait Store. or find a reseller. Appie Infe Site Map Hol News

Copyright. £ 2010 Anpie in¢. All rights 12served.  Terms af Lse i Privacy Policy .

http:/fwww.apple.com/iegal/trademark/guidefinesfor rdparties.htmi[8/27/2010 5:04:16 PM]
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Alabama -
Birmuingham, The Summit -
©. Huntsvitlie, Bridge Stureet

- Arjzona

. Chandler Fashion Center

y t, SanTan Village

" Gierdale, Arrownead

- Phaenix, Biltmore

“Seotisdale, Scottsdale Quarter
Tucson, La. Encantada

California
Brea, Brea Mal!
Burlingarme, Buzlingame
Canoga Park, Topanga
Carisbad. Caricbad

) _'\.(-Le-.(j.':t.os; Los Cerritos

- Chuia Vista, Otay Ranch
. Corte fadera, Corte Madera
‘Costa Masa, South Coast Piaza

Clendale, Glendale Galleria

{rving, Irvine Spectrum Center

Los Angeles, Beverly Center

s Angetes, Century City

Los angeies The Grove

t.os Gatos, Los Gatros

Marhaian Beach, Manhattan Village
ssian Yizpo. Mission Vieio
todesto, Vintage Faive

tonteray,. Del Monie

Newport Beach, Fashion island
Nor:hiw'ge_. Northridge

Palni Deseri, Ei Paseo Village

http://www.apple.com/ retajl/_storelist/[‘)/?/ 2010 5:26:38 PM]

- Hawaii

Honolulu, Ala Moana
Hebolulu, Kahala

Honolulu. Royal Hawaiian

idaho

Boise, Boise Towne Square

tilinois

Chicage, North Michigan Avenue
Deer Park; Deer Park

Napendile, Main Place
Northbrook, Northbrook

Qak 8rook, Oakbrook

Oriand Park. Oriand Syuare
Schaumburg, Woodfield

Skokie. Old-Orchard

Indiana

lsdianapoiis, Keystone

‘lowa

West Des Maines, Jordan Creek .

Kansas

Leawood, Leawood

Kentucky
Lexington, Fayetie Mall

" Loutsvilie, Oxmoor

Louistana
Baten Rouge, Mali of Loulsiana
Metairie, Lakeside Shopping Center

Maine

_.New York
Albany, Crossgates
. Buffato, Walden Galleria

- Huntington Station, Walt Whitman

. janhasset, Manhasset

< North Carolina
". Charlotte, SouthPark
" Duffam. Southpoint

-Ohio

i
i
H

Garden City, Roosevelt Field

Lake C_r:we, Smith Haven .

New York City. Fifth Avenue
New-vork City, SoHo

Newe York City, Upper West Side
New York City, West 14Lh Street
3&&{&!2 island, Staten Island
Syracuse, Carousel

Victor, Eastview

Weast Nyack. Palisades

White Plains, The Westchester

H
|
i
|
|
H
)

Greensboro, friendly Center
Rajeigh. Crabtree Valley Mall

Cincinnati, Kenwood Towne Centre
Columbus, Easton Town Center

Colunﬁbus, Polasis Fashion Place :
Lyndhurst, Legacy Village ) :
Westlake. Crocker Park i

Oklahoma
Ouiahomae Ciry, Pénn Square | . l
1 . Woodland Hilis :

QOregon
Portland, Planeer Place
Tigard, Bridgeport Villg
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Pala Alto, Palo Alto

Palo aito. Stanford Shopping Center
Pasadana, Pasadena

bleasanton, Stoneridge Mall

Rancho Cucamonga, Victoria Cardens
Rosaviiie, Roseville

Sacramento. Arden Fair

San Disgo, Fashion Valley

San Diego, UTC

San Francisco, Chestnur Street

San Francisco, San Francisce

San Francisco. Stonestown

San }jose, Qakridge

San Luis Obispo. Higuera Street
San Mareo, Hillsdale

Santa Barbara, State Street

Sante Clara. Valley Fair

Santa Monica, Third Street Promenade
Sama Rosa, Santz Rosa Plaza
Sherman Oaks, Sherman Qaks

Sirni Vaitey, Simi Valley

Temecuta, Promenade Temecula
Thousand Oaks, The Oaks

Walnut Creel, Walnut Creek

Colorado

Boulder, Twenty Ninth Street

Brsomfiefd, Flatiron Crossing

Celorado Springs, The Promenade Shops at
Rriargare

Benver, Cherry Creek

Littietori, Aspen Grove

tone Tree, Park Meadows

Connecticut

sury, Danbury Fair Mall
ngton, Westfarms
Greenwich, Greenwich Avenue
Stamnford, Stamford

Delaware
Newark, Christiana Mat!

District of Columbia
Washington, Georgetown

Florida

- alzmonte Springs. Altamonte

Aventura, Aventura
Soca Rator. Boca Raton
Srandon, Brandon
Fsrero, Coconut Point
1 auderdale. The Galleria
sonvitle, St johns Town Center
Miami, Dadeland
Miami, The Falls
Miami Beach, Lincoln Road
Napies. Waterside Shops
Orvlando, Florida Mall
Qrlando, Millenia
ialnt geash Gardens, The Gardens Mall
spa. Interpational Plaza
iingron, Wellington Green

Georgia
Alphzrette, Norih Point

hitp://www.apple.com/retail/storelist/[9/7/2010 5:26:38 PM].

South Pertland, Maine Mal!

Maryland

Annapolis, Annapolis
gethesda, Bethesda Row
Bethesda, Montgomery Mail
Columbia. Columbia

Towson, Towson Town Center

Massachusetts

Bostan, Boy!ston Street
Braintree. South Shore
Burlington, Burlington
Cambridge, CambridgeSide
Chestnut Hili, Chestnut Hill
Dedham, Legacy Place
Hingham, Derby Street
Holyake, Holyoke

Natick, Natick Collection
Peabody. Northshore

Michigan

Ann Arbor, Briarnwood

Clinton Townshin, Partridge Creek
Grand Rapids, Woodland

Novi. Twelve Qaks

Troy, Somerset

Minnesota

Blonmingion, Mail of America
Edina. Southdale
Minneapclis, Uptown

" Minnetonka, Ridgedale

Rosevilie, Rosedale Center

Mississippi
Ridaeland. Renaissance at Colony Park

Missouri

* Kansas City, Country Club Plaza

Saint Louls, St. Louis Galleria
St Louis, West County

Nebraska
Qranha, Village Pointe

Nevada

Las Vegas, Fashion Show
Las Vegas, The Forum Shops
Las vegas, Towh Square
Rero, Summit Sierra

New Hampshire
Nashua, Pheasant Lane
Saiem, Rockingham Park

New Jersey

Atlantic City, The Per
Bridgewater, Bridgewater

Chemy Hill, Cherry Hill

Edison, Menlo Park

Freehoid, Freehold Raceway Mali
Maritan. Sagemore )
Paramius, Garden State Plaza
Rockaway, Rockaway

Tigard, Washington Square

Pennsylvania
Ardnere. Suburban Square
King of Prussia, King of Prussia
Lancaster. Park City ’
Phitadelphia, Walnut Street
musburgh. Ross Park
lasburgh, Shadyside
pittshurgh, South Hills Vitlage .
Whitzhall, Lehigh Valley

Rhode Island
Providence, Providence Place

South Carolina
Charsleston, King Sireet
Greenville, Haywood Malt

Tennessee

Germantown, Saddle Creek
Knoxviile, West Town Mali
Nashville. Green Hills

Texas

Austii, Barton Creek

Austin, The Domain

Datlas, NorthPark Center

Fort Worth, University Park Village
Friendswocd, Baybraok

Frisco, Stonebriar

Highiend Park. Knox Street
Houston, Houston Galleria
Moustan, Memarial City

Hauston. Willowbrook Mali

plano, Willow Bend

San Antonis, La Cantera

San Anranio, North Star
Suuthlake, Southiake Town Sguare
Sugar Land, First Colony Mall

The Woodlands, The Woodlands

Utah
Salt. Leke City, The Gateway

Virginia

Arlington, Clarendon

Arlington, Pentagon City

Fairfax, Fair Qaks

McLean, Tysons Corner

Norfolik, MacArthur Center

Rastor, Reston

Richinornid. Short Pump Town Center

Washington

Baiievue, Bellevue Square
Lynnweood, Aldenvood Mali
Seatti2, Umversity Vitlage
Tacoma, Tavoma Mall
Yikwila, Southcenter

Wisconsin

Glendale, Bayshore
Madison, West Towne
Wauwaiesa, Mayfair
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Avlanta, Lenox Square Shert 14itts, Short Hills
) Arlania, Perimeter Wayne, Willowbrook :
! Augtista, Augusta Waodchif Lake, Tice's Corner
Suford, Mail of Georgia :
: . New Mexico :
Albuquergue. ARQ Uptown
]
i

& i Apple Retail Store  * Store List

Contaat-Us~
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Apple to Open High Profile Retail Store on North Michigan Avenue in Chicago

Apple to Open High Profile Retail Store on North
Michigan Avenue in Chicago

CHICAGO—June 26, 2003— Apple® will open its first high profile retail store in
downtown Chicago, at 679 North Michigan Avenue, tomorrow night at 6:00 p.mi. CDT.

“In just two years Apple has changed the face of computer retailing and we are now bringing
that experience to one of the best shopping streets in the U.S.—North Michigan Avenue in
Chicago,” said Steve Jobs, Apple’s CEO.

The Apple Store North Michigan Avenue will feature:

_» an Internet cafe where visitors can check email and use Apple’s new iChat™ AV and
iSight™ digital video cameras to video conference with friends and family;

» aclass Studio that overlooks an eco-friendly greenroof garden;

o a forty-foot long Genius Bar, one of the most popular sections of Apple retail stores,
where anyone can ask the Mac® “Genius” questions, connect to the Mac community
or receive service;
more than 300 customer events every month including new “Genius Bar Unplugged”
technical sessions taught at the Genius Bar and a Studio Series of hands-on classes®;
» “solution centers” for music, photography and movies, where visitors can learn about
the latest Apple solutions for digital photography, music and movies including the
iTunes® Music Store and ultra-portable iPods;
an expanded kids section with seven computer stations connected to the Intemet,

» asoftware section with hundreds of software titles for the Mac; and
» a48-geat theater, where customers can watch demonstrations of Apple’s latest
innovations, take classes and attend “Made on a Mac™ events.

* A complete schedule of North Michigan Avenue store events and classes is avaitable at
www,apple,com/retail/nmichiganave.

Apple opened its first retail store in May 2001 and currently has 58 stores in 26 states in the
U.S. Since Apple opened its first retail store in May 2001, Apple retail stores have hosted
more than 17 million visitors. .

At the Apple store, knowledgeable sales people are available to help customers learn about
the revolutionary iTunes Music Store and new ultra-portable iPods. The hands-on Apple
store expericnce provides visitors access to the latest Mac computer systems including the
12-inch and 17-inch PowerBook® G4 notebooks, iMac® and eMac™ running innovative
digital lifestyle applications like iPhoto™, iDVD™, iTunes and iMovie™, as well as Mac®
08 X, Apple’s revolutionary new operating system.

Apple ignited the personal computer revolution in the 1970s with the Apple IT and reinvented
the personal computer in the 19803 with the Macintosh. Apple is committed to bringing the

. best personal computing experience to students, educators, creative professionals and

consumers around the world through its innovative hardware, software and Internet offerings.

Press Contacts:

Jane Rauckhorst

Apple

(408) 974-9950 .
jrauckharsti@apple.com

Christine Weil

. Apple

(408) 974-7625
cweil@apple.com

NOTE TO EDITORS: For additional information visit Apple's PR website
{wwv.apple.com/prf), or calt Apple's Media Helpline at (408) 974-2042.

Apple, the Apple logo, Macintosh, Mae, Mac OS, iChat, iSight, iTunes, PowerBeok, iMac,
eMac, iPhoto, iDVD and iMovie are either registered trademarks or trademarks of Apple.
Other company and product names may be trademarks of their respective owners,

Homa>Pross info>Products>Press Release

shop the Apgls Quilng Sxerg (1-800-MY-APPLE), visit an Apple Retall Store, or find a reseiler.

http://www.apple.com/pr/library/2003/jun/26retail.htmi
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UNITED STATES
- SECURITIES AND EXCHANGE COMNIISSION

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 28, 2002
OR

O 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
{State or other jurisdiction (L.R.S. Employer Identification No.)
of incorporation or organization)

1Infinite Loop 95014
‘ Cupertino, California (Zip Code)
| (Address of principal executive offices)

Registrant's telephone number, including area code: (408) 996-1010
Securities registeréd pursuant to Section 12(b) of the Act: None

Securities registered pursuant to Section 12(g) of the Act:
Common Stock, no par value
Common Share Purchase Rights
(Titles of classes)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities

http://www sec.gov/Archives/edgar/data/320193/000104746902007674/22096490z10-k htm 8/27/201 0
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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 requirements for the past 90 days. Yes @ No [J

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the Registrant's knowledge, in definitive proxy or information statements incorporated by reference to Part 111
of this Form 10-K or any amendment to this Form 10-K. &

Indicate by check mark whether the Registrant is an accelerated filer (as defined in Exchange Act Rule 12b-2). Yes No O

The aggregate market value of voting stock held by nonaffiliates of the Registrant was approximately $4,925,788,282 as of December
6, 2002, based upon the closing price on the NASDAQ National Market reported for such date. Shares of Common Stock held by each
executive officer and director and by each person who beneficially owns more than 5% of the outstanding Common Stock have been
excluded in that such persons may under certain circumstances be deemed to be affiliates. This determination of executive officer or
affiliate status is not necessarily a conclusive determination for other purposes.

359,135,584 shares of Common Stock Issued and Outstanding as of December 6, 2002

PARTI

The Business section and other paris of this Annual Report on Form 10-K ("Form 10-K") contain Jorward-looking statements that
involve risks and uncertainties. The Company's actual results may differ significantly from the results discussed in the Jorward-looking
Statements. Faclors that might cause such differences include, but are not limited to, those discussed in the subsection entitled "Factors
That May Affect Future Results and Financial Condition” under Part II, ltem 7 of this Form 10-K.

Item 1. Business
Company Background

Apple Computer, Inc. ("Apple" or the "Company") was incorporated under the laws of the State of California on January 3, 1977. The
Company designs, manufactures and markets personal computers and related personal computing solutions for sale primarily to
education, creative, consumer, and business customers. Substantially all of the Company's net sales over the last five years have been
derived from the sale of its Apple® Macintosh® line of personal computers and related software and peripherals. The Company's fiscal
year 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
Digital Hub

Apple is committed to bringing the best possible personal computing experience to students, educators, creative professionals,
businesses and consumers around the world through its innovative hardware, software, and Internet offerings. The Company believes
that personal computing has entered a new era in which the personal computer functions for both professionals and consumers as the
digital hub for advanced new digital devices such as digital music players, personal digital assistants, cellular phones, digital still and
movie cameras, CD and DVD players, and other electronic devices. The attributes of the personal computer, including its ability to run
complex applications, possess a high quality user interface, contain large and relatively inexpensive storage, and easily connect to the
Internet m multiple ways and at varying speeds, can individually add value to these devices and interconnect them as well. Apple is the
only company in the personal computer industry that designs and manufactures the entire personal computer—from the hardware and
operating system to sophisticated applications. Apple ties it all together with its innovative industrial design, intuitive case-of-use, and
built-in networking, graphics, and multimedia capabilities. Thus, the Company is uniquely positioned to offer 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 interoperability. Apple has played a role in the development, enhancement, promotion, and/or use of numerous of these
industry standards, many of which are discussed below.
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Retail

Since inception of its retail initiative in 2001, the Company has opened 51 retail stores in the United States. The Company has located
its stores at quality high traffic locations in shopping malls and urban shopping districts. Before the end of the first quarter of 2003, the
Company estimates that over 30% of the U.S. population will live within 15 miles of one of its stores. In addition to its own hardware
and software products, the Company's retail stores carry in inventory a variety of third-party hardware and software products.

One of the main goals of the retail initiative is to bring new customers to the Company and expand its installed base through sales to
both first time computer buyers and those switching from other computing platforms. By operating its own stores, the Company is able
to better control the customer retail experience. The stores are designed to enhance the presentation and marketing of personal
computing

products. The stores employ experienced and knowledgeable personnel, provide post sale advice and support, offer a wide selection of
third-party products selected to complement the Company's own products, host training and marketing presentations, and provide
certain hardware support services. Additionally, the stores provide a forum in which the Company is able to present entire computing
solutions to users in areas such as digital photography, digital video, music, children's sofiware, and home computing. Recent survey
results available to the Company indicate that approximately 40% of customers buying systems in its stores do not currently own a
Macintosh. ’

Education

For more than 25 years, the Company has focused on educational uses of technology. The Company believes that effective integration
of technology into classroom instruction can result in higher levels of student achievement, especially when used to support
collaboration, information access, and the expression and representation of student thought and ideas. The Company's commitment to
education encompasses a range of products and services designed to help schools maximize their investments in technology. This
commitment is manifest in many of the Company's products and services, including hardware that meets the needs of education
customers, video editing solutions, wireless networking capabilities, student information systems, 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 software products. This market is
also important to many third-party developers who provide Macintosh-compatible hardware and software solutions. Creative customers
utilize the Company's products for a variety of creative activities including digital video and film production and editing; digital video
and film special effects, compositing, and titling; digital still photography; graphic design, publishing, and print production; music
performance and production; audio production and sound design; and web design, development, and administration.

The Company designs its high-end hardware solutions, including servers and desktop and portable Macintosh systems, to incorporate
the power, expandability, and features desired by creative professionals. Additionally, the Company's client 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 by third-party developers. The Company also
offers various software solutions to meet the needs of its creative customers, many of which are described below.

Business Organization

The Company manages its business primarily on a geographic basis. The Company's geographic operating segments include the
Americas, Europe, Japan, and Asia Pacific. The Americas segment includes both North and South America, except for the Company's
Retail segment which operates Apple-owned retail stores in the United States, The Europe segment includes European countries as well
as the Middle East and Africa. The Japan segment includes only Japan, while the Asia Pacific segment includes Australia and Asia
except for Japan. Each geographic operating segment provides similar hardware and software products and similar services. Non-
geographic operating segments include the Company's subsidiary, FileMaker, Inc. and the Company's Retail segment. Further
information regarding the Company's operating segments may be found in Part 11, Item 7 of this Form 10-K under the heading
"Segment Operating Performance," and in Part 11, Item 8 on this Form 10-K in the Notes to Consolidated Financial Statements at

Note 11, "Segment Information and Geographic Data."
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Hardware Products

The Company offers a range of personal computing products including desktop and notebook personal computers, related devices and
peripherals, networking and connectivity products, and various third-party hardware products. All of the Company's Macintosh
products utilize PowerPC® RISC-based microprocessors. The Company's entire line of Macintosh systems, excluding servers, features
the Company's suite of software for digital photography, music, and movies. Further information regarding the Company’s products

may be found in Part I1, Item 7 of this Form 10-K under the heading "Factors That May Affect Future Results and Financial Condition."

Power Mac®G4

The Power Mac line 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 user. The current Power Mac line features dual PowerPC G4
processors in all models, a new high-performance architecture, and on certain models Apple's SuperDrive™, a combination CD-
RW/DVD-R drive that can bum DVDs that can be played in most consumer DVD players.

Xserve™

During the third quarter of 2002, the Company introduced and shipped Xserve™, a 1U rack-mount server designed for simple set up
and remote management. Xserve was designed for /O intensive applications such as digital video, high-resolution digital imagery, and
large databases. Xserve delivers high-speed networking, 15 gigaflops of computational power, and almost a half terabyte of hot-plug
storage. Server Admin, a new services monitoring and remote management tool, allows administrators to easily set up and manage all
key Mac OS X Server network services remotely. Server Monitor, a new hardware monitoring tool, allows system administrators to
remotely monitor one or many servers. The Company offers a choice of services and support programs including 4-hour onsite
response, 24x7 technical support, AppleCare® Service Parts Kits and AppleCare Professional SupportLine and Tools program.

PowerBook®

The PowerBook family of portable computers is designed to meet the mobile computing needs of professionals and advanced consumer
users. The Company's current PowerBook line, the Titanium PowerBook G4, was introduced in January 2001. The Titanium
PowerBook is a full-featured notebook computer that incorporates PowerPC G4 processors, thin film transistor ("TFT") wide-screen
active-matrix displays, integrated wireless capabilities, advanced networking and graphics capabilities, and on the latest version, a
model with a built-in slot-loading SuperDrive. The Titanium PowerBook G4 is 1-inch thick, weighs as little as 5.4 pounds and is
encased in a pure-grade titanium body.

iMac®

The iMac line of desktop computers is targeted at education and consumer markets. The original iMac features innovative industrial
design with a built-in 15-inch shadow-mask cathede ray tube ("CRT") display, easy Internet access, fan-less operatjon, and a PowerPC
G3 processor, making it suitable for a wide range of education and consumer applications. The Company offers its original CRT iMac
design at a suggested retail price under $1,000. :

In January 2002, the Company introduced the new iMac featuring an innovative industrial design that incorporates an adjustable 15-
inch TFT active-matrix flat panel display and an ultra-compact base. New iMac models with 15-inch displays are available in three base
configurations and feature PowerPC G4 processors, advanced graphics capabilities, and a SuperDrive on one model for playing and
burning custom CDs and DVDs. In july 2002, the Company introduced an updated version of its new iMac that features a 17-inch TFT
active-matrix flat panel display, a high-end PowerPC G4 processor, and a SuperDrive.

3

eMac™

In April 2002, the Company introduced the eMac™, a new Macintosh desktop system designed for the Company's education
customers. The eMac was made available to consumers in June 2002. The eMac features a PowerPC G4 processor, a high resolution

17-inch flat CRT display, a SuperDrive option, and preserves the all-in-one compact design of the original iMac favored by many of the
Company'’s education and consumer customers.
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iBook®

Designed for the portable computing needs of education and consumer users, the current iBook design was introduced in May of 2001.
Current iBook models feature 12.1-inch or 14.1-inch TFT active-matrix displays, include integrated wireless capabilities, utilize
PowerPC G3 processors, offer a choice of optical drive configurations, weigh as little as 4.9 pounds, and have a long battery life.
iBooks are currently available in a configuration with a suggested retail price under $1,000.

iPod™

Introduced in October 2001, the original iPod portable digital music player utilized a 5GB hard disk drive allowing it to hold up to
1,000 CD-quality songs in a 6.5 ounce design. The iPod features an intuitive user interface on a 2-inch liquid crystal display, automatic
synchronization with a music collection on a Macintosh system via Apple's iTunes® digital music software, a high-speed FireWire®
connection for power and data transfer and up to 10 hours of battery life. iPods also provide access to contact and calendar information
downloaded from other applications on a Macintosh system. By enhancing the overall functionality and integration of the digital music
player and by expanding the usefulness of digital music and other information stored on a computer, the iPod represents an important
and natural extension of Apple's digital hub strategy. In March 2002, the Company added a 10GB model to its iPod line, and in

July 2002, the Company added a 20GB model and announced that all iPod models would be made available in Windows-compatible
versions. The newer 10GB and 20GB iPod models come with carrying cases, wired remotes, and feature a solid-state touch wheel
control. : -

Peripheral Products .

The Company sells certain associated Apple-branded computer hardware peripherals, including a range of high quality flat panel TFT
active-matrix digital color displays. The Company also sells a variety of third-party Macintosh-compatible hardware products directly
to end users through both its retail and online stores, including computer printers and printing supplies, storage devices, computer
memory, digital video and still cameras, personal digital assistants, digital music players and related accessories, and various other
computing products and supplies.

Software Products and Computer Technologies
Operating System and Server Software

During 2001, the Company introduced the first customer release of its new client operating system, Mac OS® X, and its first significant
upgrade, Mac OS X version 10.1. At its introduction, Mac OS X offered advanced functionality built on an open-source UNIX-based
foundation and incorporated the most fundamental changes in both core technology and user interface design made by the Company to
the Mac OS in a single upgrade since the original introduction of the Macintosh in 1984. Mac OS X features memory protection, pre-
emptive multi-tasking, and symmetric multiprocessing. Mac OS X includes Apple's Quartz™ 2D graphics engine (based on the
Internet-standard Portable Document Format) for enhanced graphics and broad font support, OpenGL for enhanced 3D graphics and
gaming, and Apple's new user interface named "Aqua®,” which combines superior ease-of-use with new functionality. In

January 2002, the Company made Mac OS X the default operating system on all new Macintosh systems. Mac OS X allows users to
run Mac OS 9 applications natively in the Classic compatibility environment in

4

Mac OS X. The Company also develops and distributes extensions to the Macintosh system software including utilities, languages, and
developer tools.

In August 2002, the Company released Mac OS X version 10.2 {code named "Jaguar"), the current release of Mac OS X. Jaguar
includes a new Mail application designed to manage junk mail; iChat™, an AIM-compatibie instant messenger; a system-wide Address
Book; Inkwell™ handwriting recognition; improved Universal Access; an enhanced Finder; an updated version of QuickTime®, the
Company's multimedia software for playing, interacting with or viewing video, audio, and graphics files; and an updated version of
Sherlock®, the Company's advanced Internet search engine. Jaguar also features accelerated graphics performance, increased
compatibility with Windows networks, and a UNIX-based foundation with enhancements including FreeBSD 4.4 and GCC 3.1-based
developer tools.

Mac OS X server software was initially introduced in May 2001. The current version of Mac OS X Server, Mac OS X Server version
10.2 (code named "Jaguar Server') was released in August 2002. Jaguar. Server is a UNIX-based operating system designed for superior
performance and reliability. It delivers high-performance services for Internet and web serving, filing, printing, and networking services
needed to manage a network of Mac, UNIX, and Windows clients. Based on the Mach 3.0 microkemel and the BSD 4.4 operating
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system, Jaguar Server is a modern UNIX-based server built on open standards. It provides performance and stability through full pre-
emptive multi-tasking, symmetric multiprocessing, protected memory, advanced virtual memory, software RAID support, and support
for networking and security standards. Jaguar Server also includes Apple's Open Directory architecture for centralized management of
network resources using LDAPv3 directory services and a suite of built-in, standards-based Internet services like an optimized Apache
web server for high-performance hosting of secure dynamic web sites and QuickTime Streaming Server and QuickTime Broadcaster
for streamihg live events over the Internet. Jaguar Server also comes with a flexible mail server that supports POP and secure IMAP, as
well as WebMail for browser-based email access.

Turther information regarding the introduction of and updates to Mac OS X and Mac OS X Server may be found in Part II, tem 7 of
this Form 10-K under the heading "Factors That May Affect Future Results and Financial Condition."

Professional Application Software

Final Cut Pro® 3 is a video authoring application designed to meet the demanding needs of the professional video editing environment
by combining in a single software package professional-quality video editing and compositing, real-time effects, professional color
correction tools and an innovative interface that seamlessly integrates editing, compositing and effects tools for an efficient and
powerful media creation workflow. Final Cut Pro is especially popular among broadcast professionals because it allows them to
increase their programming output at a fraction of the cost of traditional editing systems. Post production facilities use Final Cut Pro for
the production of a wide range of projects including feature-length films, primetime television shows, news broadcasts, documentaries,
trailers and commercials. Final Cut Pro was honored by the Academy of Television Arts and Sciences with a 2002 Primetime Emmy
Engineering Award for its impact on the television industry. '

Shake® is the Company’s industry-leading compositing and visual effects software designed for large format film and video
productions. Shake features a fast rendering engine, an extensive and mature compositing toolset, two industry-standard keyers, a
complete suite of color correction tools, tracking/stabilization capabilities, integrated procedural paint, rotoscoping tools, and support
for leading plug-in vendors. Shake has been used in the production of over a hundred motion pictures including the past five winners of
the Academy Award for Best Visual Effects. Introduced during the fourth quarter of 2002, Shake 2.5 was the first Mac OS X native
version of the software and added an improved image input, a disk-based proxy system, and the ability to limit the rendering process to
a portion of an image for quicker processing.

Introduced in 2002, Cinema Tools for Final Cut Pro™ is a new software package that enhances Final Cut Pro 3's 24 frames-per-second
(fps) editing capabilities with support for film cut lists and 24-frame edit decision lists (EDLSs) for high-definition (HD) video. The 24-
frame EDL support allows off-line HD projects to be finished using significantly more affordable Final Cut Pro®-based HD finishing
systems. Cinema Tools for Final Cut Pro is a robust solution for filmmakers who shoot and finish with 35mm or 16mm film, but want
to take advantage of the cost and time benefits of digital editing on a Final Cut Pro system. Cinema Tools converts "telecined” content
to its native 24-frame rate for editing, then generates a 24-fps cut list for negative conform. With its support for 24-fps EDL
import/export, Cinema Tools for Final Cut Pro provides video professionals with not only an affordable path to online D finishing,
but also the EDL conversion capabilities required to create high-definition 24P universal masters used to efficiently meet the needs of
varying international distribution formats. ’

DVD Studio Pro® 1.5 lets professional users encode video, conduct complex authoring tasks and preview finished product in real-time
and allows users to burn DVDs using SuperDrive-equipped Macintosh systems. It handles the MPEG encoding, menu creation, asset
organization, linking, and output formatting that are required to produce DVD-Video disks. DVD Studio Pro 1.5 has been optimized for
Mac OS X and features enhanced integration with Final Cut Pro.

The Company was honored in 2002 by the National Academy of Recording Arts and Sciences with a Technical GRAMMY Award for
its outstanding technical contributions to the music industry and recording field. This was the first Technical GRAMMY ever awarded
to a personal computer company. From the original Macintosh, the first personal computer to include built-in audio capabilities, Apple
has helped change the way music is written, recorded, mixed and enjoyed. The Company acquired Emagic, a leading provider of
professional software and hardware solutions for computer based music production, during the fourth quarter of 2002. Emagic's most
popular product, Logic®, is actively used by musicians around the world and by professionals in music production, film scoring, and
post production facilities. At the time of the acquisition, Macintosh-based products accounted for over 65% of Emagic's revenues.
Emagic's Windows-based product offerings were discontinued by the Company during its first fiscal quarter of 2003.

Consumer, Education and Business Oriented Application Software
iMovie™ 2, the Company's easy-to-use consumer digital video editing software for creation of home and classroom movies, features an

cnhanced user interface, improved audio editing capabilities, enhanced controls for titling and transitions, and added special effects.
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iMovie 2 is currently preinstalled on all of the Company's Macintosh systems. iDVDT™ 2 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 2
simplifies DVD authoring by including professionally designed themes and drag-and-drop simplicity. iDVD 2 is currently preinstalled
on all Macintosh systems equipped with a SuperDrive.

The Company introduced iPhoto™ in January 2002. Designed exclusively for Mac OS X, iPhoto makes it easy to import, edit, save,
share, and print digital photos, as well as organize and manage an entire digital photo collection containing thousands of photos. Users
are able to view their photos in full-screen; using 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. Prints, enlargements, and hard bound book
production is currently only available to U.S. customers. iPhoto is currently preinstalled on all of the Company's Macintosh systems.

iTunes® is a digital music application for the Macintosh that lets users create and manage their own digital music library, iTunes
organizes music using searching, browsing and playlist features. It supports both audio and MP3 CD burmning, features a graphic
equalizer and cross fading between songs, and supports automatic synchronization with the music stored on an iPod, Apple's portable
digital music player. iTunes is currently preinstalled on all Macintosh systems. In July 2002, the Company introduced iTunes 3,

6

featuring Smart Playlists, which automatically and dynamically updates playlists based on simple rules set by the user, and Sound
Check for consistent volume playback.

During the fourth quarter of 2002, the Company released two new applications, iCal and iSync Public Beta. iCal is a new calendar
program that allows users to manage multiple calendars and share them over the Internet, iCal makes it easy for consumers, students,
educators and small business users to create and manage individual or group activities on single or multiple calendars; publish these
calendars on the web for viewing by colleagues, friends and family members; subscribe to automatically updated calendars via the
Internet to keep up with work schedules, family events and school events; organize and track activities with To Do list management;
quickly locate any event via a search tool; and take calendars to go using iSync with Bluetooth-enabled mobile phones, Palm oS
devices and iPod. iSync Public Beta is a preview version of Apple's new software application that automatically synchronizes address
books and calendars between Macintosh systems and the new generation of Bluetooth-enabled GPRS mobile phones, Apple's iPod and
Palm OS-compatible handheld organizers. In addition, users with 2 .Mac™ account can use iSync to seamlessly synchronize their
calendars and address books across multiple Macintosh systems connected to the Internet.

AppleWorks® 6.2 is an integrated productivity application that incorporates word processing, page layout, image manipulation,
spreadsheets, databases and presentations in a single application. Intended to be an c€asy-to-use product for the Company's consumer
and education customers, AppleWorks makes it simple to create professional-looking documents in the classroom and at home.

FileMaker Corporation, a wholly owned subsidiary of the Company, develops, publishes, and distributes desktop-based database
management application software for Mac OS and Windows-based systems. FileMaker's FileMaker® Pro databasé software and related
products offer strong relational databases and advanced desktop-to-web publishing capabilities.

Internet Software, Integration, and Services

Apple's Internet strategy is focused on delivering seamless integration with and access to the Internet throughout the Company's product

lines. The Company's Internet products and technologies adhere to many industry standards in order to provide an optimized user
experience through interoperability. An easy Internet Setup Assistant is included with the Mac OS.

QuickTime®, the Company's multimedia software for Macintosh and Windows platforms, features streaming of live and stored video
and audio over the Intemnet and playback of high-quality audio and video on computers. QuickTime Player is an easy-to-use application
for playing, interacting with or viewing video, audio, QuickTime VR 3D images, or graphics files. More than 125 million copies of
QuickTime Player were downloaded via the Internet during the last year. Tens of thousands of software applications and content CDs
feature QuickTime, and more than 150 models of digital cameras from most major brands use QuickTime to capture and display their
images.

The current version of QuickTime, QuickTime 6, was released in July 0f 2002 and features support for the open-standard MPEG 4
format. QuickTime 6 includes the new Instant-On Streaming feature that eliminates buffer delays and provides users with the ability to
quickly and easily 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 file size than ever before. QuickTime 6 also includes Advanced Audio Coding (AAC), the standard MPEG-4 audio
format. AAC is the next generation professional-quality audio format that delivers superior sound quality with reduced file sizes.
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QuickTime Pro is a suite of software that allows creation and editing of Internet-ready audio and video files and allows a user to add
special effects and other features to QuickTime movies.

QuickTime Streaming Server software is the underlying server technology that powers QuickTime's ability to stream live and stored
video and audio over the Internet. QuickTime Streaming Server is based on an open sourced, standards-based Real-Time Transport
Protocol/Real-Time Streaming Protocol (RTP/RTSP) engine. The current version, QuickTime Streaming Server 4, extends support for
standards by adding support for both MPEG 4 and MP3, While QuickTime Streaming Server is designed for Mac OS X Server, it is
also available as an open source server. Because QuickTime Streaming Server is an open source technology it can be ported to other
platforms, and versions are available for Linux, Solaris and Windows NT/2000. :

QuickTime Broadeaster is the Company's live encoding software that allows users to quickly and easily produce professional-quality
live events for online delivery. The combination of QuickTime Broadcaster, QuickTime Streaming Server 4 and QuickTime 6 provides
the industry's first end-to-end MPEG-4-based Internet broadcasting system, which allows users to reach not only the large and growing
base of installed QuickTime Players, but also any ISO-compliant MPEG-4 player.

WebObjects®, the Company's Java-based application server for web publishing and enterprise application development, offers a
complete solution for rapid development and deployment of web applications. WebObjects features sophisticated graphical
development tools, comprehensive prebuilt and reusable components, integration with numerous data sources, and robust deployment
tools. i

Introduced with Mac OS X Jaguar, Sherlock® 3 is the Company's advanced Internet search engine. Sherlock 3 functions for users as an
Internet service tool that retrieves and displays a personalized view of some of the most practical and useful information available on
the Internet, such as stock news, general headlines, movie previews, locations and show times, yellow pages listings, eBay auction
activity and more. Sherlock displays each of these 'channels’ in its own arrangement of columns and panes. When used for Internet
searches, Sherlock utilizes multiple search engines to provide search results ranked by relevance, name, or web site.

In July 2002, the Company launched .Mac™, a new suite of Internet services that for an annual fee provides Macintosh users with
_powerful Internet tools. .Mac features email service with IMAP, POP or web-based access, 100MB of Internet storage, and hosting for
.perscnalized homepages and shared digital photo albums. Also included with Mac is McAfee's Virex anti-virus software and Backup, a
personal back-up solution that allows users to archive data to their Internet storage, CD, or DVD.

Wireless Connectivity and Networking

AirPort® is the Company's wireless networking technology that allows users to create a computer network and connect to the Internet
without cables, additional phone lines, or complicated networking hardware. Based on the IEEE 802.11b wireless standard and Wi-Fi
certified, AirPort allows high-speed wireless communications within a radius of approximately 150 feet from an AirPort base station.
AirPort includes security features like firewall protection and 128-bit encryption to protect user data. With the addition of an AirPort
networking card, all of the Company's desktop and portable Macintosh systerns have built-in support for AirPort wireless networking,
including built-in antennas and an AirPort card slot.

During 2002, the Company released its Bluetooth technology for Mac OS X. Bluetooth is an emerging industry standard for wirelessly
connecting computers and peripherals that supports transmission of data at up to 1 Mbps within a range of approximately 30 feet. The
Company's Bluetooth technology for Mac OS X lets customers wirelessly share files between Macintosh systems, synchronize and
share contact information with Palm-OS based PDAs, and access the Internet through Bluetooth-enabled cell phones. A Bluetooth USB
adaptor can Bluetooth-enable any USB-based Macintosh computer running in Mac OS X version 10.1.4 or higher. Bluetooth software
is built into Max OS X Jaguar.

Introduced in the fourth quarter of 2002, the Company's new Rendezvous™ networking technology is based on open Intemet
Engineering Task Force (IETF) Standard Protocols such as IP, ARP and DNS. Rendezvous uses industry standard networking protocols
and zero configuration technology to

TR VAT SRER Y : et

automatically discover and connect devices over any [P network, including Ethernet or 802.11-based wireless networks like the
Company’s AirPort product. Major developers such as Canon, Epson, Hewlett-Packard, Lexmark, Philips, Sybase, World Book and
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Xerox have announced support for Rendezvous in a broad range of products including network printers, consumer electronics,
enterprise database management and educational applications. In September 2002, the Company announced that it was "open sourcing”
the code for Rendezvous. By making the source code freely available, the Company allows developers to use Rendezvous technology in
their network-enabled devices or software applications. The Rendezvous source code includes software to support UNIX, Linux, and
Windows- based systems and devices. Rendezvous support is built into Mac OS X Jaguar.

Apple Remote Desktop™ for Mac OS X software enables users, teachers and adniinistrators to remotely manage other Macintosh
systems anywhere on a local network, AirPort wireless network or across the Internet. With Apple Remote Desktop, teachers can view
students’ computer screens, perform group demonstrations and help individuals with real-time screen-sharing, text chat and the "request
attention” command. System administrators can provide remote assistance, gel comprehensive system profiles, reconfigure system
settings and quickly and easily distribute software applications across hundreds of computers—all from one central Jocation over both
Ethernet and AirPort wireless networks. Apple Remote Desktop supports multiple levels of administrator access, ecach with its own
password, providing a secure way for teachers or department-level administrators to assist users while restricting privileges for deleting
items or changing system settings.

The Company invented FireWire® technology, also referred to as IEEE 1394, which is a high-speed serial input/output technology for
connecting digital devices such as digital camcorders and camerss 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 other
high-speed peripherals. Industry data indicates that FireWire will be included on more than 64 million personal computers and nearly
100 million digital devices by the end of calendar 2002. The Company received a 2001 Primetime Emmy Engineering Award for
FireWire's impact on the television industry. FireWire is currently included on all Macintosh systems and is the data transfer technology
utilized by iPod. '

Third-Party Software Products

Thousands of third-party software titles and solutions are available for the Macintosh platform. The Company sells a variety of these
third-party software products directly to end users through both its retail and online stores. Additional information regarding the
Company’s relationship with and dependence upon third-party software developers, including Microsoft Corporation, may be found in
Part I1, Item 7 of this Form 10-K under the heading "Factors That May Affect Future Results and Financial Condition."

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 electronic product manuals, online support including comprehensive product information as well as technical assistance,
and the AppleCare Protection Plan. The AppleCare Protection Plan is a fee-based service that typically includes three years of phone
support and hardware repairs, dedicated web-based support resources, and user diagnostic tools.

Apple Training offers comprehensive system administration and development training on Apple technologies, together with
certification programs that test customers’ skills and verify their technical proficiency. Apple Professional Services offers a range of
custom, personalized technical services, including Internet consulting and setup, installation and integration services. The Company
also offers specialized loan programs including loans for consumers, students, and educators. Apple also provides leasing

9

solutions for its education institution customers and its business and professional customers. The Company uses several third-party
lenders to originate and carry these loans and leases.

Specialized Education Products and Services

The Company offers a varicty of unique services and products to its education customers, including a separate online store for
education customers offering special education price lists and promotions; special financing programs for K-12 and higher education
students, faculty, and staff: a special edition of its productivity software suite, AppleWorks, that is cross platform for both Macintosh
and Windows computers; the iBook Wireless Mobile Lab that allows teachers and students to share iBook computers, a printer, and 2
wireless network/Internet connection stored on a cart for mobility between classrooms; and three special Digital Media Studio solutions
designed for education, including one that is integrated into a mobile cart. Additionally, Apple Professional Services offers a range of
technical services to education customers.

In 2001, Apple acquired PowerSchool Inc., a privately held provider of web-based student information systems for K-12 schools and
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school districts. PowerSchool® software products give school administrators and teachers the ability to easily and cost-effectively
manage student recerds 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 service provider model.

MarkKkets and Distribution

The Company's customers are primarily in the education, creative, consumer, and business markets. Certain customers are attracted to
Macintosh computers for a variety of reasons, including the reduced amount of training resulting from the Macintosh computer's
intuitive ease of use, advanced graphics capabilities, industrial design features of the Company's hardware products, and ability of
Macintosh computers to network and communicate with other computer systems and environments. Apple personal computers were
first introduced to education customers in the late 1970s. Over 21% of the Company's net sales in 2002 were to education customers in
the United States, including sales to elementary and secondary schools and college and university customers. Further information
relating to the U.S. education market and the Company's position in that market may be found in Part II, Item 7 of this Form 10-K
under the heading "Factors That May Affect Future Results and Financial Condition."

The Company distributes its products through wholesalers, resellers, national and regional retailers and cataloguers. During 2000 a
single distributor, Ingram Micro Inc., accounted for approximately 11.5% of net sales. No other customer accounted for more than 10%
of net sales during 2000, and no individual customer accounted for more than 10% of net sales in 2002 or 2001. The Company also
sells many of its products and resells certain third-party products in most of its major markets directly to consumers, education
customers, businesses, and certain resellers through its retail stores in the United States, or through one of its online stores around the
world. Net sales attributable to the Company's online stores totaled approximately $2.4 billion and $2.0 billion for fiscal years 2002 and
2001, 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, feature, and
performance competition. Over the past several years price competition in the market for personal computers has been particularly
intense. The Company's competitors who sell Windows-based personal computers have aggressively cut prices and lowered their
product margins to gain or maintain market share in response to weakness in demand for personal computing products. The Company's
results
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of operations and financial condition have been, and in the future may continue to be, adversely affected by these and other industry
wide pricing pressures and 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 corporate reputation. Further, as the personal computer industry and its customers place more
reliance on the Internet, an increasing number of Internet 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 sales as a result of innovations in the Windows platform. 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 competing platforms.

Further information relating to the competitive conditions of the personal computing industry and the Company's competitive position
in that market place may be found in Part II, Item 7 of this Form 10-K under the heading "Factors That May Affect Future Results and
Financial Condition." :

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")) are currently obtained by the Company from single
or limited sources. Some other key components, while currently available to the Company from multiple sources, are at times subject to
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industry wide availability constraints and pricing pressures. In addition, the Company uses some components that are not common to
the rest of the personal computer industry, and new products introduced by the Company often initjally utilize custom components
obtained from only one source until the Company has evaluated 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 delayed or curtailed or in the event a key
manufacturing vendor delays shipments of completed products to the Company, the Company's ability to ship related products in
desired quantities 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 producers were to decide
to concentrate on the production of common components instead of components customized to meet the Company's requirements. The
Company attempts to mitigate these potential risks by working closely with these and other key suppliers on product introduction plans,
strategic inventories, coordinated product introductions, and internal and external manufacturing schedules and levels, Consistent with
industry practice, the Company acquires components through a combination of formal purchase orders, supplier contracts, and open
orders based on projected demand information. These formal and informal commitments typically cover the Company's requirements
for periods ranging from 30 to 130 days.

The Company believes there are several component suppliers and manufacturing vendors whose loss to the Company could have a
material adverse effect upon the Company's business and financial position. At this time, such vendors include Agere Systems, Inc.,
Ambit Microsystems Corporation, ATI Technologies, Inc., Elite Computer Systems Co., Inc., Hon Hai Precision Industry Co., Ltd.,
IBM Corporation, Inventec Appliances Corporation, LG. Phillips Co., Ltd., Matsushita, Mitsubishi Electric Corporation,

Motorola, Inc., Nvidia Corp., Quanta Computer, Inc., Samsung Electronics, Solectron Corporation, and Toshiba Corporation,
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Further discussion relating to availability and supply of components and product may be found in Part 11, Item 7 of this Form 10-K
under the heading "Factors That May Affect Future Results and Fipancial Condition,” and in Part 11, ltem 8 of this Form 10-K in the
Notes to Consolidated Financial Statements at Note 10 under the subheading "Concentrations in the Available Sources of Supply of
Materials and Product."

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 ensure a continuing and timely flow of competitive products and technology to the
marketplace. The Company continues to develop new products and technologies and to enhance existing products in the areas of
hardware and peripherals, system software, applications software, networking and communications software and solutions, and the
Internet. The Company's research and development expenditures, before any charges for purchased in-process research and
development, totaled $446 million, $430 mitlion, and $380 million in 2002, 2001, and 2000, respectively.

Patents, Trademarks, Copyrights and Licenses

The Company currently holds rights to patents and copyrights relating to certain aspects of its computer systems, peripheral systems,
and software. In addition, the Company has registered, and/or has applied to register, trademarks and service marks in the United States
and a number of foreign countries for "Apple,"” the Apple silhouette logo, the Apple color logo, "Macintosh,” and numerous other
product trademarks and service marks. In 1986, the Company acquired ownership of the trademark "Macintosh” for use in connection
with computer products. 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 thereof, 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 parties. While it may be necessary in
the future to seek or renew licenses relating to various aspects of its products and business methods, the Company believes that based
upon past experience and industry practice, such licenses generally could be obtained on commercially reasonabie terms. Because of
technological changes in the computer industry, current extensive patent coverage, and the rapid rate of issuance of new patents, it is
possible certain components of the Company’s products and business methods may unknowingly infringe existing patents of others. The
Company has from time to time been notified that it may be infringing certain patents or other intellectual property rights of others.

Information regarding claims and litigation involving the Company related to alleged patent infrin gement and nisks related to the
Company's reliance on third-party intellectual property is set forth in Part I, Item 3 of this Farm 10-K, and in Part I1, Item 7 of this
Form 10-K under the heading "Factors That May Affect Future Results and Financial Condition."

Foreign and Domestic Operations and Geographic Data
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The United States represents the Company's fargest geographic marketplace. Approximately 57% of the Company's net sales in fiscal
2002 came from sales to customers inside the United States. Final assembly of products sold by the Company is conducted in the
Company's manufacturing facilities in Sacramento, California, and Cork, Ireland, and by external vendors in Fullerton, California,
Taiwan, Korea, the People's Republic of China, and the Czech Republic. Margins on sales of Apple products in foreign countries, and
on sales of products that include components obtained from foreign suppliers, can be adversely affected by foreign currency exchange
rate fluctuations and by international trade regulations, including tariffs and antidumping penalties.
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Information regarding financial data by geographic segment is set forth in Part 11, Item 8 of this Form 10-K in the Notes to
Consolidated Financial Statements at Note 11, "Segment Information and Geographic Data." Additional information regarding the risks
associated with intemational operations is set forth in Part 11, Item 7 of this Form 10-K under the heading "Factors That May Affect
Future Results and Financial Condition." :

Seasonal Business

Although the Company does not consider its business to be highly seasonal, it has historically experienced increased net sales in its first
and fourth fiscal quarters, compared to other quarters in its fiscal year, due to seasonal demand related to the holiday season and the
school year. However, over the past two years the Company has not experienced these seasonal fluctuations in net sales due to the
negative impact of current economic conditions on the overall demand for the Company's products. Past performance should not be
considered a reliable indicator of the Company's future net sales or financial performance.

Warranty

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

Backlog

In the Company's experience, the actual amount of product backlog at any particular time is not a meaningful indication of its future
business prospects. In particular, backlog often 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.

Environmenta) Laws

Compliance with federal, state, local, and foreign laws enacted for the protection of the environment has to date had no material effect

" upon the Company's capital expenditures, earnings, or competitive position. Although the Company does not anticipate any material

adverse effects in the future based on the nature of its operations and the subject of these laws, there is no assurance that such existing
laws or future laws will not have a material adverse effect on the Company.

The parliament of the European Unien is working to finalize the Waste Electrical and Electronic Equipment Directive (the Directive).
The Directive makes manufacturers of electrical goods, including personal computers, financially responsible for the collection,
recycling, and safe disposal of past and future products. The Directive must now be approved and implemented by individual European
Union governments by 2005. The Company's potential liability resulting from the Directive related to past sales of its products and
expenses associated with future sales of its product may be substantial. However, because it is likely that specific laws, regulations, and
enforcement policies will vary significantly between individual European member states, it is not currently possible to estimate the
Company's existing liability or future expenses resulting from the Directive. As the Evuropean Union and its individual member states
clarify specific requirements and policies with respect to the Directive, the Company will continue to assess its potential financial
impact. Similar legislation may be enacted in other geographies, including federal and state legislation in the United States, the
cumulative impact of which could be significant.
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Employees

As of September 28, 2002, Apple and its subsidiaries worldwide had 10,211 employees and an additional 2,030 temporary employees
and contractors.

Item 2. Properties

The Company’s headquarters are located in Cupertino, California. The Company has manufacturing facilities in Sacramento, California,
Cork, Ireland, and Singapore. As of September 28, 2002, the Company leased approximately 2.7 million square feet of space, primarily
in the United States, and to a lesser extent, in Europe, Japan, and the Asia Pacific region. Leased space in the United States includes
395,000 square feet of retail space. Leases are generally for terms of 5 to 10 years, and usually provide renewal options for terms of 3 to
5 additional years. ’

The Company owns its manufacturing facilities in Cork, Ireland, and Singapore, which total approximately 617,000 square feet. The
Company also owns a 752,000 square-foot facility in Sacramento, California, which is used as a manufacturing, warehousing and
distribution center. The Sacramento and Cork facilities also house customer support call centers. In addition, the Company owns
930,000 square feet of facilities located in Cupertino, California, used for research and development and corporate functions. Qutside
the United States, the Company owns additional facilities totaling approximately 106,000 square feet.

The Company believes its existing facilities and equipment are well maintained and in good operating condition, The Company has
invested in internal capacity and strategic relationships with outside manufacturing vendors, and therefore believes it has adequate
manufacturing capacity for the foreseeable future. The Company continues to make investments in capital equipment as needed to meet
anticipated demand for its products.

Information regarding critical business operations that are located near major earthquake faults is set forth in Part 11, Item 7 of this
Form 10-K under the heading "Factors That May Affect Future Results and Financial Condition."

Item 3. Legal Proceedings

The Company is subject to certain legal proceedings and claims, including those described below, which have arisen in the ordinary
course of business and have not been fully adjudicated. Information regarding the risks and potential financial impact of these legal
matters is set forth in Part I1, Item 7 of this Form 10-K under the heading "Factors That May Affect Futire Results and Financial
Condition," and in Part I, Item 8 of this Form 10-K in the Notes to Consolidated Financial Statements at Note 10 under the subheading
"Commitments and Contingencies."

Articulate Systems, Inc. v. Apple Computer, Inc.

Plaintiff Articulate filed this action in March 1996 in the United States District Court in Massachusetts claiming patent infringement
relating to voice recognition technology. Plaintiff seeks unspecified damages and other relief, The Company has answered the
complaint, denying all allegations and asserting numerous affirmative defenses. The Company also asserted counterclaims requesting
declaratory judgment for non-infringement, unenforceability and invalidity. The case was stayed for several months pending resolution
of four summary judgment motions filed by the Company, all of which were denied by the Court. Through a series of corporate
transactions the assets belonging to Plaintiff were acquired by a subsidiary, Lemout & Hauspie Speech Products N.V. ("L&H"), L&H
filed for bankruptcy in November 2000 and is being liquidated as part of the bankruptcy. The case is currently stayed pending the
resolution of the liquidation. :
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Bancraft v. Apple Computer, Inc.

Plaintiff Bancroft filed this purported class action on January 30, 2002 in Los Angeles Superior Court on behalf of a potentially
nationwide class of purchasers of certain Power Macintosh G3 compuiers. Plaintiff alleges violation of the Consumer Legal Remedies
Act ("CLRA") arising from allegedly poor performance while running the Company's Mac OS X operating system, specifically relating
to 2D hardware acceleration, QuickTime movie hardware acceleration, 3D graphics performance and DVD movie playback. Plaintiff
secks actual damages, injunctive relief, restitution, punitive damages, attorneys' fees and other relicf. The Company has answered the
complaint, denying all allegations and alleging numerous affirmative defenses. The parties participated in mediation in October 2002
without resolution, The parties are in discovery.
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BIAX Corporation v. Apple Computer, Inc.

Plaintiff BIAX filed this action on September 5, 2001 in the United States District Court in Delaware claiming patent infringement
relating to dual processor technology. IBM and Motorola were added as defendants in an amended complaint. Plaintiff seeks
unspecified damages and other relief. The Company has answered the complaint, denying all allegations and asserting numerous
affirmative defenses. The Company also asserted counterclaims requesting a declaratory judgment for non-infringement,
unenforceability and invalidity. The parties are in discovery.

Dynacore Holdings Corp. v. Apple Computer, Inc.

Plaintiff Dynacore filed this action on June 6, 2001 in United States District Court for the Southern District of New York against the
Company and thirteen other defendants claiming patent infringement relating to IEEE 1394 technology, also known as FireWire.
Plaintiff claims that any computer system or other electronic product that uses or complies with the IEEE 1394 standard violates the
patent, Plaintif seeks unspecified damages and other relief. The Company has answered the complaint, denying all allegations and
asserting numerous affirmative defenses. The Company also asserted counterclaims requesting declaratory judgment for non-
infringement and invalidity. Defendants are seeking to amend the pleading to assert a counterclaim for inequitable conduct against
Dynacore. The case was stayed pending the Federal Circuit's decision in Datapoint Corp. v. Standard Microsystems Corp., a related
case in which plaintiff claimed that its patent was infringed by products complying with the fast Ethernet standard. In February 2002,
the Federal Circuit affirmed the judgment of non-infringement in Datapoint, and the District Court lifted the stay in this action. The
defendants filed a joint motion for summary judgment based upon the decision in Datapoint. The Court heard the motion on October 4,
2002 and has not yet issued its ruling.

Elonex IP Holdings Ltd., EIP Licensing, B.V. v. Apple Computer, Inc.

Plaintiffs filed this action on February 12, 2001 in the United States District Court in Delaware claiming patent infringement relating to
a low power consumption monitor standby system. Plaintiffs filed numerous identical lawsuits against other computer monitor
manufacturers and computer systems manufacturers. Plaintiffs seek unspecified damages and other relief. The Company answered the
complaint, denying all allegations and asserting numerous affinmative defenses. The Company also asserted counterclaims requesting
declaratory judgment for non-infringement, unenforceability and invalidity of the patents at issue. The parties reached a settlement in
July 2002, Settlement of this matter did not have a material effect on the Company’s financial position or results of operations.

FTC Inquiry—Prado v. Apple Computer, Inc. (and related actions)

In October 1997, Apple began charging all U.S. non-education customers for live telephone technical support beyond 90 days after
purchase of Apple products. In late 1997, the Federal Trade Commission (FTC) commenced an investigation into customer complaints
that Apple's change in technical support practices was either unfair or contrary to earlier representations to certain customers. Four
purported class action lawsuits were filed against Apple related to this change. During the fourth quarter of 1999, the

15

regional and national offices of the FTC approved a settlement with the Company, and a settlement was approved by the Court in three
of the class actton suits. In November 1999, two appeals were filed objecting to the settlement. The California Court of Appeal upheld
the settlement, and the California Supreme Court denied review of the Court of Appeal's decision. No further appeals were taken and
the Company is administering the settlement. Settlement of this matter did not have a material effect on the Company's financial
position or results of operations.

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, three shareholder class action lawsutts were filed in the United States District Court for the Northern
District of California against the Company and its Chief Executive Officer. These lawsuits are substantially identical, and purpert to
bring suit on behalf of persons who purchased the Company's publicly traded common stock between July 19, 2000, and September 28,
2000. The complaints allege violations of the 1934 Securities Exchange Act and seek unspecified 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 Court 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.

Pierce et al. v. Apple Computer, Inc.
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Plaintiff Pierce filed this action on June 15, 2000 in Santa Clara County Superior Court. This case was a purported nationwide
consumer class action brought on behalf of purchasers of the Company's AirPort Card and AirPort Base Station ("AirPort System").
Plaintiffs alleged that the Company engaged in falsc advertising and unfair business practices (among other causes of action) by
advertising that the AirPort System is Internet-ready and failing to disclose that the AirPort System is incompatible with certain Internet
service providers, primarily America Online. The Company answered the complaint, denying all allegations and alleging numerous
affirmative defenses. The parties reached a settlement that received final approval by the Court on October 8, 2002. The Company is
administering the settlement. Settlement of this matter did not have a material effect on the Company's financial position or results of
operattons.

Pitney Bowes Inc. v. Apple Computer, Inc.

Plaintiff Pitney Bowes filed this patent infringement action on June 18, 2001 in the United States District Court in Connecticut alleging
patent infringement relating to laser printer technology. Plaintiff has filed similar lawsuits against other companies. Plaintiff seeks
unspecified damages and other relief. The Company has answered the complaint, denying all allegations and asserting numerous
affirmative defenses. The Company also asserted counterclaims requesting a declaratory judgment for non-infringement,
unenforceability and invalidity of the patents at issue. The Connecticut Court transferred this case to the Eastern District of Kentucky
on February 1, 2002 and consolidated the case with two other lawsuits, a declaratory judgment action filed by Xerox and Pitney Bowes'
patent infringement case against Epson, The case is set for trial on June 8, 2004,

Sternberg v. Apple Computer, Inc. and Gordon et al. v. Apple Computer, Inc.

Plaintiff Stemberg filed this action against the Company on March 17, 2000 in the Santa Clara County Superior Court. The case was a
purported nationwide consumer class action brought on behalf of purchasers of iMac DV and iMac DV SE computers. Plaintiff alleged
. that Apple engaged in false advertising, unfair competition and breach of warranty, among other causes of action, by marketing and
selling 2 DVD player with iMac DV and iMac DV SE computers where the playback was unacceptable. A companion case, Gordon et
al. v. Apple Computer, Inc. was filed by largely the same plaintiffs on June 14, 2000. This case was essentially the same as Sternberg
but with respect to a different computer model—the Power Macintosh G4. The Company answered both complaints, denying all
allegations and alleging numerous affirmative defenses. The parties reached a settlement in August 2001 that received final
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approval by the Court on February 25, 2002. The Company is administering the settlement. Settlement of this matter did not have a
material effect on the Company's financial position or results of operations.

UNOVA, Inc. v. Apple Computer, Inc., et al.

Plaintiff UNOVA filed this patent infringement action against the Company and six other defendants on May 8, 2002 in the Central
District of California for infringement of eight UNOVA patents related to "Smart Battery Management". Plaintiff alleges that the
Company's portable computers manufactured since 1996 infringe these eight patents. Plaintiff has filed similar lawsuits against other
companies in addition to the co-defendants in this case. Plaintiff seeks unspecified damages and other relief. The Company has
answered the complaint, denying all allegations and asserting numerdus affirmative defenses. The Company also asserted counterclaims
requesting a declaratory judgment for non-infringement, invalidity and unenforceability.

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

No matters were submitted to a vote of security holders during the fourth quarter of the Company's fiscal year ended September 28,
2002.
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PART 1}

Item 5. Market for the Registrant's Common Equity and Related Shareholder Matters
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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 under the symbol APPLE, and on the Frankfurt Stock Exchange under the symbol APCD. As of
December 6, 2002, there were 28,310 shareholders of record.

On June 21, 2000, the Company effected a two-for-one stock split in the form of 2 Common Stock dividend to shareholders of record as
of May 19, 2000. All share price and per share data and numbers of Common shares have been retroactively adjusted to reflect the
stock split. The Company did not pay cash dividends in either fiscal 2002 or 2001. The Company anticipates that, for the foreseeable
future, it will retain any earnings for use 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 2002 price range per commeon
share $ 18.74-513.99 § 26.11-816.55 § 25.45-$20.78 $ 23.76-$14.98
Fiscal 2001 price range per common
share 3 2522-314.68 § 27.12-818.75 § 23.75-514.44 26.75-813.63

Ttem 6. Selected Financial Data

The following selected financial information has been derived from the audited consolidated financial statements. The information set
forth below is not necessarily indicative of results of future operations, and should be read in conjunction with Item 7, "Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and the consolidated financial statements and related notes
thereto included in Item 8 of this Form 10-K in order to fully understand factors that may affect the comparability of the information
presented below.

Five fiscal years ended September 28, 2002

(In milions, except share and per sharc amounts) 2002 2001 2900 1999 1998
Net sales $ 5742 § 5363 § 7,983 § 6,134 % 5,941
Net income (loss) 3 65 § 25 3 786 $ 601 § 309
Earnings (loss) per common share:
Basic 3 0.18 $ 007) % 242 § 210 3§ 1.17
Diluted $ 018 § 0.07) § 218 % 181 § 1.05
Cash dividends declared per common share 3 — 3 — § — ¥ — § —
Shares used in computing earnings (loss) per share
(in thousands):
Basic 355,022 345,613 324,568 286,314 263,948
Diluted 361,785 345,613 360,324 348,328 335,834
Cash, cash equivalents, and short-termn investments  $ 4337 3 433 § 4027 § 3,226 $ 2,300
Total assets $ 6,298 § 6,021 § 6,803 $ 5,161 § 4,289
Long-term debt $ 316 % 317 8 300 3 300 § 954
Total liabilities 3 2203 % 2,101 § 2,696 § 2,057 § 2,647
Sharcholders’ equity $ 4,095 $ 3,920 § 4,107 § 3,104 § 1,642

A net loss before taxes related to the Company's non-current debt and equity investments of $42 million was recognized in 2002. Net
gains before taxes related to the Company's non-current debt and equity investments of $75 million, $367 million, $230 million, and
$40 million were recognized in 2001, 2000, 1999, and 1998, respectively. In 2002, the Company acquired Emagic resulting in a charge
of approximately

18

$1 millien for acquired in-process technologies with no altemative future use. The Company recognized a similar charge of $11 million
in 2001 related to its acquisition of PowerSchool. Net charges related to Company restructuring actions of $30 million, $8 million,-and
827 million were recognized in 2002, 2000, and 1999, respectively. During 2000, the Company recognized the cost of a special
executive bonus for the Company's Chief Executive Officer for past services in the form of an aircraft with a total cost to the Company
of approximately $90 million. In 2002, of the original $90 million accrual, $2 miilion remained unspent and was reversed.
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Item 7. Managemént’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. 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 to, 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
nofes thereto included in Item 8 of this Form 10-K. All information presented herein is based on the Company's fiscal calendar,

Critical Accounting Policies

The preparation of financial statements and related disclosures in conformity with generally accepted accounting principles and the
Company's discussion and analysis of its financial condition and results of operations requires the Company's management to make
judgments, assumptions and estimates that affect the amounts reported in its consolidated financial statements and accompanying notes.
Note 1 of the Notes to Consolidated Financial Statements in Item 8 of this Form 10-K describe the significant accounting policies 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 that it believes to be reasonable under the circumnstances, 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.

Management believes the following to be critical accounting policies. That is, they are both important to the portrayal of the Company's
financial condition and results, and they require management to make Jjudgments and estimates about matters that are inherently
uncertain.

Revenue Recognition '

The Company recognizes revenue pursuant to applicable accounting standards, including Statement of Position (SOP) No. 97-2,
Software Revenue Recognition, as amended, and Securities and Exchange Commission (SEC) Staff Accounting Bulletin (SAB)

No. 101, Revenue Recognition in Financial Statemenis. SAB 101, as amended, summarizes certain of the SEC's views in applying
generally accepted accounting principles to revenue recognition in financial statements and provides guidance on revenue recognition
issues in the absence of authoritative literature addressing a specific arrangement or a specific industry.

The Company recognizes revenue when persuasive evidence of an arrangement exists, delivery has occurred, the sales price is fixed or
determinable, and collectibility is probable. Product is considered delivered to the customer once it has been shipped, and title and risk
of loss have been transferred. Revenue on multiple element sales arrangements is allocated to various elements based on vendor
specific objective evidence of the fair value of each element of the transaction and is recognized as each element is delivered.

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 sales programs and-volume-based incentives. 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 incremental reductions of revenue at the time such programs are offered. Additionally, certain customer
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Incentive programs require management to estimate the number of customers who will actually redeem the incentive based on historical
experience 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 revenue.

Allowance for Doubtful Accounts

The Company distributes its products through third-party computer resellers and directly to certain education, consumer, and
commercial customers. The Company generally does not require collateral from its customers. However, when possible, the Company
does attempt to limit credit risk on trade receivables through the use of flooring arrangements for selected customers with third-party
financing companies and credit insurance for certain customers in Europe, Asia, and Latin America. However, considerable trade
receivables that are not covered by collateral, flooring arrangements, or credit insurance are outstanding with the Company's
distribution and retail channel pariners.

The allowance 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 those specific customers. The Company records an allowance
to reduce the specific recetvables to the amount that is reasonably believed to be collectible. The Company also records an allowance
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for all other trade receivables based on multiple factors including historical experience with bad debs, the general economic
environment, the financial condition of the Company's distribution channels, and the aging of such receivables. If 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 actuat default rates on trade receivables in general differ from those currently anticipated,

the Company may have to adjust its allowance for doubtful accounts, which would affect earnings 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 inventories 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 lifecycle status, product development plans, and component cost trends.
The personal computer industry is subject to 2 rapid and unpredictable pace of product and component obsolescence. If future demand
or market conditions for the Company's products are less favorable than forecasted or if unforeseen technological changes negatively
impact the utility of component inventory, the Company may be required to record additional write-downs which would negatively
affect gross margins in the period when the write-downs are made.

The Company accrues necessary reserves for cancellation fees related to component orders that have been canceled. Consistent with
industry practice, the Company acquires components through a combination of formal purchase orders, supplier contracts, and open
orders based on projected demand information. These formal and informal 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, the Company may be required to

record additional reserves for cancellation fees, negatively affecting gross margins in the period when the cancellation fees are
identified.

Valuation of Long-Lived Assets Including Acquired Intangibles

The Company reviews property, plant, and equipment and certain identifiable intangible assets for impairment whenever events or
changes in circumstances indicate the carrying amount of such an asset may not be recoverable. Recoverability of these assets is

measured by comparison of their carrying amount to future undiscounted cash flows the assets are expected to generate, If such assets
are considered to be
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impaired, the impairment to be recognized in earnings equals the amount by which the carrying value of the assets exceeds their fair
market value. Although the Company has recognized no material impairment adjustments related to its property, plant, and equipment
or identifable intangibles during the past three fiscal years, except those made in conjunction with restructuring 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 stores, could lead to such impairment adjustments in the future periods in which such business issues are identified.

As of September 28, 2002, the Company had $85 million in goodwill. The Company adopted SFAS No. 142, Goodwill and Other
Intangible Assets, in the first quarter of fiscal 2002. As a result, the Company no longer amortizes goodwill but instead performs a
review of goodwill for impairment annually, or earlier 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 business units of the Company's business to
which it relates; (2) the Company estimate the fair value of those business units to which the goodwill relates; and (3) the Company
determine the book value of those business units. If the estimated fair value of business 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 business
units in a manner similar to a purchase price allocation for an acquired business. This requires independent valuation of certain
internally developed and unrecognized assets including in-process research 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 estimates as of September 28, 2002, 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 business structure could cause one or more of the Company's business units to be valued differently thereby causing
an impairment of goodwill. Additionally, in response to changes in the personal computer industry and changes in global or regional
economic conditions, the Company may strategically realign its resources and consider restructuring, disposing of, or otherwise exiting
businesses, which could result in an impairment of property, plant, and equipment, identifiable intangibles, or goodwill.

Valuation of Non-Current Debi and Equity Investments
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As of September 28, 2002, the Company held investments in certain debt and equity securities with a combined carrying value of

$39 million. These investments, which are reflected in the consolidated balance sheets as non-current debt and equity investments, have
been categorized as available-for-sale requiring that they be carried at fair value with unrealized gains and losses, net of taxes, reported
in equity as a component of accumulated other comprehensive income. The Company recognizes an impairment charge to eamings
when it is judged an investment has experienced a decline in value that is other-than-temporary. The Company has recognized material
impairment charges related to its non-current debt and equity investments in two quarters during the last two fiscal years. Various
factors are considered in determining whether a decline in value is other-than-temporary, including the length of time and extent to
which the investment's market value has been less than its cost basis, the financial condition and near-term prospects of the issuer, and
the Company's intent and ability to hold the investment for a period of time sufficient to allow for any anticipated recovery in market

value.

The Company's non-current debt and equity investments are in public companies whose security prices are subject to significant
volatility. The Company recognized a pre-tax impairment loss of $50 million related to two of these investments in the fourth quarter of
2002. As a result, as of September 28, 2002, the Company had no significant unrealized gains or losses recorded against the carrying
value of its non-current debt and equity investments. Should the fair value of these investments fall below the Company's current cost

bases and/or the financial condition or prospects of either com

a decling in fair value is other-than-temporary,
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pany deteriorate, the Company may determine in a future period that such

requiring an impairment loss be recognized in the period such a determination is made. Additional information regarding these
investments and potential charges related to their impairment may be found below under the caption

Results and Financial Condition."

Net Sales

"Factors That May Affect Future

Net sales and Macintosh unit sales for geographic segments and by product follow (net sales in millions and Macintosh unit sales in

thousands):

Anmericas net sales
Europe net sales

Japan net sales

Retail net sales

Other segments net sales

Total net sales

Americas Macintosh unit sales
Europe Macintosh unit sales

Japan Macintosh unit sales

Retail Macintosh unit sales

Other segments Macintosh unit sales

Total Macintosh unit sales

Power Macintosh net sales (a)
PowerBook net sales

iMac net sales

iBook net sales

Software, Service, and Other net sales

Total net sales

Power Macintosh unit sales (a)

2002 Change 2001 Change
$ 3,088 3% § 2996 (30)%
1,251 0% 1,249 (31)%
710 0% 713 47)%
283 — 19 —_
410 6% 386 (26)%
DT DY Y TELE MRESIEITATIAR
$ 5742 7% $ 5363 (33)%
NIRRT ORISR
1,728 (2% 1,768 29)%
722 (8% 754 (32)%
386 )% 394 46)%
92 — 7 —
173 5% 164 22)%
3,101 0% 3,087 (B2)%
$ 1,380 N% $ 1,664 (39)%
831 2% 813 (14)%
1,448 30 % 1,117 (53)%
875 8% 809 0%
1,208 26 % 960 (13)%
$ 5,742 7% $ 5363 33)%
) SEAIEETREE
766 (18)% 937 (35)%
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PowerBook unit sales 357 3% 346 (10)% 383
iMac unit sales 1,301 8% 1,208 (45)% 2,194
1Book unit sales 677 14 % 596 9% 545
Total Macintosh unit sales 3,101 0% 3,087 (32)% 4,558
Net sales per Macintosh unit sold (b) $ 1,462 § 1,426 $ 1,510
[ooosanracpranss ] fustadisaemncid TERERIRTE

(@  Includes server sales and amounts previously reported as Power Macintosh G4 Cube.
®) Based on net sales associated with Macintosh units and total Macintosh units sold.

Net sales increased $379 million or 7% during 2002 compared to 2001, while Macintosh unit sales were relatively flat year-over-year at
approximately 3.1 million units. On a geographic basis, performance in the domestic market was relatively strong, especially when
considering the performance of the Company's Retail segment which currently operates exclusively in the United States, However, the
European and Japanese markets remained sluggish throughout 2002. The Company's net sales in 2002 were positively influenced by a
number of factors.

First, net sales from software, service, and other sources rose $248 million or 26% in 2002 versus 2001. This increase was driven by
several factors including a 28% increase in combined third-party and Apple-
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branded software sales; $143 million in net sales of iPod, the Company's portable digital music player that was introduced in the first
half of 2002; a 9% increase in the sale of computer accessories; and a 14% increase in service revenue caused primarily by increased
revenue associated with extended maintenance and support contracts. The growth in software revenue was primarily the result of
increased sales of third-party sofiware in the Company's retail and online stores and expansion in recent years in the number of Apple-
branded software titles. :

Second, overall unit sales of Macintosh portable systems grew by 92,000 units or 10% in 2002 reflecting a general trend in the personal
computer market away from desktop systems towards portable systems. During 2002, portable Macintosh systems represented 33% of
total systems sales versus 31% in 2001 and 20% in 2000. Growth in this area has been most pronounced for iBook, the Company's
education and consumer oriented portable Macintosh system. iBook unit sales increased 14% in 2002 and 9% in 200].

Third, the Company's Retail segment grew from 8 stores at the end of 2001 to 40 stores at the end of 2002. The Retail segment’s net
sales grew from $19 million in 2001 to $283 million in 2002. While the Retail segment may cannibalize some net sales from the
Company's preexisting sales channels in the U.S., the Company does believe that a substantial portion of the Retail segment's net sales
are incremental to the Company's total net sales. See additional comments below related to the Retail segment under the heading
"Segment Operating Performance."

Fourth, the Company's average unit pricing remained relatively stable during 2002 as a result of various changes in overall unit mix
offset by somewhat lower pricing year-over-year on comparative Macintosh systems. Net sales per Macintosh unit sold during 2002 of
$1,462 per unit reflects the shift in mix towards relatively higher-priced portable Macintosh systems and reflects the impact on net sales
of the relatively higher-priced new iMac design introduced during 2002. The impact of these changes in mix were offset by the decline
in unit sales of relatively higher-priced Power Macintosh systems and by lower pricing on comparative Macintosh systems during 2002
for most of the Company's Macintosh product lines in response to industry pricing pressure.

Fifth, any comparison of net sales in 2002 versus 2001 must consider the effect of unusually low net sales during the first quarter of
2001. As discussed below, this was attributable to several factors at the beginning of 2001, including continuing deterioration in
worldwide demand for personal computers, rebate programs and price cuts instituted by the Company during that quarter that cost the
Company approximately $138 million, and a plan implemented by the Company during the first quarter of 2001 to reduce substantially
the level of inventory in its distribution channels that resulted in a decline in channel inventory of approximately 300,000 units during
that quarter. Net sales during the first quarter of 2001 are discussed in more detail below.

Offsetting the favorable factors discussed above, the Company's net sales in 2002 were negatively impacted by several notable factors.
First, unit sales of Power Macintosh systems fell 18% during 2002 as compared to 2001. This followed a 35% decline in Power
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Macintosh unit sales in 2001 from 2000. The Company continues to believe that weak economic conditions over the past several years
are having a pronounced negative impact on its professional and creative customers and that many of these customers continue to delay
upgrades of their Power Macintosh systems due to the Company's ongoing transition to Mac OS X, its new operating system, and in
anticipation of certain software vendors transitioning their Macintosh applications to run natively in Mac OS X. Further, the Company
did not experience the anticipated increase in Power Macintosh sales that it expected following the introduction of Adobe's PhotoShop
7 during 2002. Additionally, many professional users may have postponed upgrading their systems untit after the introduction of Mac
OS X Jaguar released in the fourth quarter of 2002. Others may have delayed upgrading until after the availability of other
professionally oriented software applications for Mac OS X such as QuarkXpress.
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Second, despite the overall increase in net sales during 2002 in the Americas, the Company continues to see weakness in its U.S.
education channel. Total net sales in this channel fell 15% in 2002 and 4% in 2001. These declines are consistent with industry data that
shows the Company losing market share in the U.S. education market in each of the last two fiscal years, The Company believes this
weakness has been caused by multiple factors, including increased price competition in this price sensitive market from the Company's
competitors who sell Windows-based personal computers. Additionally, some of the Company's education customers appear to be
delaying technology purchases due to concerns about the overall impact of the weaker economy on their available funding. The
Company continues to take steps to address weakness in the U.S. education channel. However, it is difficult to anticipate how this trend
will affect fiscal 2003 and to anticipate when and if this trend will reverse.

Third, the personal computer industry in general and the Company specifically continue to see relatively soft demand for its products.
Despite an overall increase in unit sales of consumer oriented Macintosh systems during 2002, consumer sales remain far below levels
experienced in 2000 and earlier. Worsening global economic conditions over the past three years exacerbated by the economic and
political uncertainties caused by terrorist activities and the associated international responses have clearly had a pronounced negative
effect on the overall demand for the Company's products in virtually all of its markets. Further, growth in the overall personal computer
industry has been slowed due to the high market penetration of personal computers and a lengthening of consumer, creative, and
business personal computer upgrade cycles. In short, the Company believes that expansion in the overall market for personal computers
has for the most part stalled and that growth awaits a combination of economic recovery and technological advancements.

Net sales decreased $2.6 billion or 33% during 2001 compared to 2000, while Macintosh unit sales fell 32% from 2000. Demand for al
of the Company's products in all of the Company's geographic operating segments was negatively impacted throughout 2001 by
unfavorable global economic conditions. On a year-over-year basis, net sales and Macintosh unit sales were down in all of the
Company's geographic operating segments, and net sales and unit sales by product were down for each Macintosh product category
except iBook. In addition to general economic conditions, two other primary factors contributed to the decline in net sales during 2001.
First, as discussed below, the Company executed a plan during the first three quarters of 2001 to reduce substantially the level of
inventory in its distribution channels. As a result of these efforts, the Company's Macintosh channel inventory fell by approximately
450,000 units during the first nine months of 2001. Second, the Company believes that many of its professional users were delaying
upgrades of their Power Macintosh systems due to the Company’s ongoing transition to Mac OS X, its new operating system, and in
anticipation of software vendors transitioning their Mac applications to run natively in Mac OS X.

Several positive factors combined to partially mitigate the overall decline in net sales during 2001. The net sales per Macintosh unit
sold remained relatively strong during 2001 after adjusting for the $138 million impact to net sales of the rebate programs and price
cuts instituted by the Company during the first quarter of 2001, falling only about 2.5% from 2000. The relatively strong per unit sales
in 2001 reflects somewhat lower year-over-year pricing on comparative systems, offset by a shift in overall sales mix toward higher-
priced portable systems. Also, the Company experienced very little shift in the mix of overall combined unit sales of relatively lower-
priced consumer and education Macintosh systems, iMac and iBook, and their higher-priced professionally oriented equivalents.
Combined unit sales of iMac and iBook systems accounted for 58% of total Macintosh unit sales in 2001 and 60% in 2000. Second,
combined unit sales of portable systems, iBook and PowerBook, actually rose 2% during 2001 despite the negative economic climate
and the overall decline in unit sales. Not only does this increase in portable system sales reflect a general industry shift toward portable
systems, it is also specifically attributable to the strong demand for redesigned iBooks introduced during the third quarter of 2001 and
for the Titanium PowerBook G4 which was introduced during the second quarter of 2001. Third, a small decline in net sales
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in the U.S, education market during 2001 compared to 2000 was partially mitigated by a 7% increase in U.S. education unit sales
during 2001.

First quarter 2001 net sales decreased 57% to $1.007 billion compared to the same quarter in 2000 and decreased 46% from the fourth
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quarter of 2000. Both the year-over-year and sequential declines in net sales during the first quarter of 2001 were attributable to several
factors, including continued deterjoration in worldwide demand for personal computers and rebate programs and price cuts instituted by
the Company during the quarter that cost the Company approximately $138 million. In addition, the Company implemented a plan
during the first quarter to reduce substantially the level of inventory in its distribution channels from the amounts at the end of fiscal
2000 to lower levels by the end of the first quarter of 2001. The Company ended fiscal 2000 with substantially more inventory in its
distribution channels than planned due to the lower than expected sell-through of the Company's products during the fourth quarter of
that year. The Company reduced Macintosh channel inventory during the first quarter by approximately 300,000 units. These factors
contributed to the 52% year-over-year decline during the first quarter in total Macintosh unit sales that were experienced across the
Company's entire product line. These factors also reduced the net sales per Macintosh unit sold (a function of total net sales associated
with Macintosh units and total Macintosh CPU unit sales) during the first quarter of 2001 to $1,476, a decline of approximately 12%
from the same period in 2000.

Segment Operating Performance

The Company manages its business primarily on a geographic basis. The Company's reportable operating segments include the
Americas, Europe, Japan, and Retail. The Americas segment includes both North and South America, except for the Company's Retail
segment. The European segment includes European countries as well as the Middle East and Africa. The Japan segment includes only
Japan. The Retail segment operates Apple-owned retail stores in the United States. 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 11, Item 8 on this Form 10-K in the Notes to Consolidated Financial Statements at Note 11, "Segment Information
and Geographic Data."

Americas

Net sales for the Americas segment increased 3% or $92 million in 2002. As discussed above, the Americas segment was negatively
affected by a decline in U.S. education sales in 2002 of $215 million. The Americas segment also experienced a 17% decline in Power
Macintosh unit sales. However, outside of the U.S. education channel, unit sales of consumer desktop and portable systems rebounded
from the substantial declines experienced in 2001, rising a combined 31% in 2002. Sales of software, peripherals, and accessories were
also up in the Americas during 2002. Growth in unit sales of consumer oriented systems during 2002 in the Americas is somewhat
attributable to the significantly depressed level of net sales experienced in the first quarter of 2001 discussed above. However, growth
in the Americas was somewhat negatively affected, particularly with respect to consumer-oriented systems, by the significant growth of
the Company's Retail segment in the U.S. More than 70% of the Retail segment’s Macintosh unit sales during 2002 were for iMacs and
iBooks.

The Americas segment's 2001 net sales and unit sales declined 30% and 29%, respectively, from 2000. The operating performance of
the Americas segment for 2001 reflects the Company’s overall performance characterized by significant declines in year-over-year
quarterly net sales and units sales, particularly during the first quarter and particularly in consumer channels, with sequential increases
in unit sales and net sales during each of the last three quarters of 2001. Net sales in the Americas segment during 2001 were zalso
negatively affected by the Company's overall reduction in channel inventories during the year. Consumer sales in the Americas were
particularly hard hit by current economic conditions. Outside of the U.S. education channel, unit sales of the Company's consumer
oriented iMac fell 64% in 2001. The effect of falling consumer dernand in the Americas segment was partially offset by strong U.S.
education sales. The Company's unit sales in U.S. education markets rose 7% in 2001 driven by the acceptance of the
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Company's new portable products, particularly the iBook, and reflect a general shift in demand in the U.S. education market towards
portable versus desktop systems. Portable systems accounted for 28% of total unit sales in the Company's U.S. education market in
2001 compared to 18% during 2000.

During 2002 and 2001, the Americas segment represented approximately 54% and 56%, respectively, of the Company'’s total net sales
and represented approximately 56% and 57%, respectively, of total Macintosh unit sales.

Europe

Economic conditions in Europe remained weak throughout 2002, and the overall demand for the Company's products in that region
remained flat during 2002 versus 2001. Unit sales in Europe for 2002 reflect rclatively stronger demand for consumer-oriented
products, particularly iBook whose unit sales increased 27% in 2002, offset by declines in Power Macintosh unit sales.

Net sales in Europe fell $568 million or 31% during 2001 compared to 2000, while Europe's unit sales fell 32%. Europe’s results reflect
the worsening economic climate in Europe in the latter half of 2001 and reductions in channel inventories as experienced in the
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Company's other geographic operating segments. Combined unit sales of the Company's consumer oriented products in Europe were
particularly impacted during 2001, falling 40% from 2000,

Japan

Net sales in Japan remained flat during 2002 versus 2001, with a slight decline in unit sales of 2%. Consistent with the Company's other
geographic operating segments, during 2002 Japan showed growth in unit sales of consumer systems and a decline in unit sales of
Power Macintosh systems. Japan's iMac unit sales increased 85% in 2002. However, in the case of Japan the increase in iMac unit
shipments in 2002 versus 2001 was primarily the result of the unusually depressed level of net sales experienced by the Company in the
first quarter of 2001 discussed above. Additionally, net sales in Japan on a sequential and year-over-year comparative basis generally
worsened as 2002 progressed reflecting particularly poor economic conditions that currently exist in Japan.

Net sales and unit sales in Japan fell 47% and 46%, respectively, in 2001 versus 2000. Although unit sales and net sales in Japan have
generally trended upwards as 2001 progressed, the Japan segment has been particularly affected by current unfavorable economic
conditions. Reflecting the continuing harsh consumer climate in Japan, the Japan segment's combined unit sales of iMacs and iBooks
during 2001 were down 58% from 2000, and professionally oriented systems unit sales fell 30%.

Retail

By the end of September 2002, the Company had 40 retail stores operating in the United States, 32 of which were opened during fiscal
2002. The Company has opened 11 additional stores during the first quarter of 2003. During 2002, approximately 39% of the Retail
segment’s net sales came from the sale of Apple-branded and third-party peripherals and software. This compares to 21% for the
Company as a whole. With an average of 35 stores open, the Retail segment achieved average annualized revenue per store during the
fourth quarter of approximately $12 million and had approximately 2.25 million visitors. The Retail segment reported a loss for all of
2002 of $22 million, and a loss for the fourth quarter of 2002 of $3 million.

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 operating expenses. Capital expenditures associated with the Retail
segment totaled $106 million in 2002 and $92 million in 2001. As of September 28, 2002, the Retail segment had 807 employees and
had outstanding operating lease commitments associated with retail store space and related facilities of $209 million. The Company
would incur substantial costs should it choose to temminate its Retail segment or close individual stores. Such costs could adversely
affect the Company's results of operations and financial condition. Investment
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in a new business model such as the Retail segment is inherently risky, particularly in light of the significant investment mvolved, the
current economic climate, and the fixed nature of a substantial portion of the Retail segment's operating expenses. Results for this
segment are dependent upon a number of risks and uncertainties, some of which are discussed below under the heading "Factors That
May Affect Future Results and Financial Condition.”

Backlog

In the Company's experience, the actual amount of product backlog at any particular time is not a meaningful indication of its future
business prospects. In particular, backlog often 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 cannot be considered a reliable indicator of the Company's ability to achieve any
particular level of revenue or financial performance. Further information regarding the Company's backlog may be found below under
the heading "Factors That May Affect Future Results and Financial Condition,”

Gross Margin

Gross margin for the three fiscal years ended September 28, 2002 are as follows (in millions, except gross margin percentages):

2002 2001 2000
Net sales $ 5742 § 5363 $ 7,983
Cost of sales . 4,139 4,128 5,817
Gross margin § 1,603 § 1235 § 2,166
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NOSUTACIIITE  REATERSREAS  PUNERENESIR

Gross margin percentage 28% 23% 27%

Gross margin increased to 28% of net sales in 2002 from 23% in 2001. As discussed below, gross margin in 2001 was unusually low
resulting from negative gross margin of 2% experienced in the first quarter of 2001. As a percentage of net sales, the Company’s
quarterly gross margins declined during fiscal 2002 from 31% in the first quarter down 10 26% in the fourth quarter. This decline
resulted from several factors including a rise in component costs as the year progressed and aggressive pricing by the Company across
its products lines instituted as a result of continued pricing pressures in the personal computer industry. The Company anticipates that
its gross margin and the gross margin of the overall personal computer industry will remain under pressure throughout fiscal 2003 in
light of weak economic conditions, flat demand for personal computers in general, and the resulting pressure on prices.

The foregoing statements regarding anticipated gross margin in 2003 and the general demand for personal computers during 2003 are
forward-looking. Gross margin could differ from anticipated levels because of several factors, including certain of those set forth below
in the subsection entitled "Factors That May Affect Future Results and Financial Condition.” There can be no assurance that current
gross margins will be maintained, targeted gross margin levels will be achieved, or current margins on existing individual products will
be maintained. In general, gross margins and margins on individual products will remain under significant downward pressure due to a
variety of factors, including continued industry wide global pricing pressures, increased competition, compressed product life cycles,
potential increases in the cost and availability of raw material and outside manufacturing services, and potential changes to the
Company's product mix, including higher unit sales of consumer products with lower average selling prices and lower gross margins. In
response to these 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 effectively manage quality problems 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
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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 price changes, there is a risk the Company will forecast incorrectly and
produce or order from third parties excess or insufficient inventories of particular products or components. The Company's operating
results and financial condition have been in the past and may in the future be materially adversely affected by the Company's ability to
manage its inventory levels and outstanding purchase commitments and to respond to short-term shifts in customer demand patterns.

Gross margin declined to 23% of net sales in 2001 from 27% in 2000. This decline resulted primarily from gross margin of negative 2%
experienced during the first quarter of 2001 compared to 26% gross margin for the same quarter in 2000. In addition to lower than
normal net sales, first quarter 2001 margins were negatively impacted by the rebate programs and price cuts discussed above that
decreased revenue by approximately $138 million. Additionally, actual and forecasted declines in net sales caused the Company to
recognize during the first quarter of 2001 approximately $122 million of charges associated with purchase order cancellations and loss
commitments for component purchases. Without these charges, gross margin for the first quarter of 2001 would have been
approximately 21%, and gross margin for all of 2001 would have been approximately 27%. As a percentage of net sales, the Company's
gross margin increased each quarter as 2001 progressed reaching 30% during the fourth quarter. This pattern reflects the favorable
impact during 2001 of declining component costs, especially for DRAM, hard drives, and flat panel screens.

Operating Expenses

Operating expenses for the three fiscal years ended September 28, 2002 are as follows (in millions, except for percentages):

2002 2001 2060
Research and development $ 446 % 430 $ 380
Percentage of net sales 8% 8% 5%
Selling, general, and administrative expenses § 111§ 1,138 $ 1,166
Percentage of net sales 19% 21% 15%

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 are directly related to timely development of new and enhanced products that are central to the Company's core business strategy.
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R&D expense increased 4% or $16 million to $446 million in 2002 as compared to 2001. This followed a $50 million or 13% increase
in 2001 as compared to 2000. The overall increase in R&D expense over the last two years relates primarily to increased R&D
headcount and support for new product development activities. R&D spending in 2002 also included capitalized soffware developmen
costs of approximately $13.3 million associated with the development of Mac OS X Jaguar and approximately $6 million associated
with the new PowerSchool enterprise student information system. R&D spending in 2001 also included capitalized software
development costs of approximately $5.4 million associated with the development of the original version of Mac OS X. Further
information related to the Company's capitalization of software development costs may be found in Part 11, ltem 8 of this Form 10-K at
Note 1 of Notes to Consolidated Financial Statements.

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

SG&A decreased $27 million or 2% during 2002 as compared to 2001. The decrease in SG&A in 2002 is primarily the result of lower
discretionary spending on marketing and advertising expenses, decreased spending related to information systems, and benefits directly
related to the Company's restructuring '
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actions in 2002 and 2001. These decreases were partially offset by higher sales expense in 2002 resulting from increased operating
expenses associated with expansion of the Company's Retail segment. SG&A expenditures decreased $28 million or 2% during 2001 as
compared to 2000. Declines in SG&A spending in both 2002 and 2001 reflect the Company's overall efforts to stabilize and selectively
reduce recurring SG&A costs in light of Jower net sales and to reduce discretionary marketing and advertising expenses. Given current
economic conditions and the Company's continued strategic investments in new product development and its Retail segment, the
Company is currently identifying additional opportunities to make appropriate reductions in SG&A costs.

Special Charges Included in Operating Expenses

Special charges included in operating expense for the three fiscal years ended September 28, 2002 are as follows {(in millions):

2002 2001 2000
Restructuring costs . h 30 — 3 8
Purchased in-process research and development $ 18 11 —
Executive bonus $ 2) — 3 90

2002 Restructuring Actions

During fiscal 2002, the Company recorded total restructuring charges of $30 million related to actions intended to eliminate certain
activities 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. Once fully
implemented, the Company estimates these restructuring actions will result in reduced quarterly operating expenses of approximately
$10 million. :

Of the $30 million restructuring charge for fiscal 2002, $6 million was incurred in the fourth quarter of 2002 related to actions designed
to reduce headcount costs in Corporate operations and sales and to adjust its PowerSchool product strategy. Headcount actions,
primarily in Corporate operations, sales, and PowerSchool related research and development, resulted in the elimination of
approximately 180 positions worldwide at a cost of $1.8 million. The shift in product strategy at PowerSchool included discontinuing
development and marketing of a PowerSchool product that resulted in the impairment of previously capitalized development costs
associated with the product in the amount of $4.5 million. The remaining charge in 2002 of $24 million was incurred in the first quarter
0f 2002 and will ultimately result in the elimination of approximately 425 positions worldwide, 415 of which were eliminated by
September 28, 2002, 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 resulling in termination of equipment leases and cancellation of existing projects and activities. Related lease and
contract cancellation charges totaled $12 million, and charges for asset impairments totaled $4 million. OF the total charge in 2002 of
$30 million, substantially all had been spent by September 28, 2002, except for approximately $1 million related primarily to future
payments on abandoned operating leases.

2000 Restructuring Actions

During the first quarter of 2000, the Company initiated restructuring actions resuiting in recognition of an $8 million restructuring
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charge. This charge was comprised of $3 million for the write-off of various operating assets and $5 million for severance payments to
approximately 95 employees associated with consolidation of various domestic and international sales and marketing functions. Of the
35 million accrued for severance, $2.5 million had been spent before the end of 2000, and the remainder was spent in 2001, Of the

$3 million accrued for the write-off of various assets, substantially all was utilized before the end of 2000.

29

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

During the fourth quarter of 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 expensed upon acquisition, because the technological feasibility of products under development
had not been established and no alternative future uses existed. The IPR&D relates primarily to Emagic's Logic series technology and
extensions. At the date of the acquisition, the products under development were between 43%-83% complete, and it was expected that
the remaining work would be completed during the Company’s fiscal 2003 at a cost of approximately $415,000. The remaining efforts
include finalizing user interface design and development, and testing, The fair value of the IPR&D was determined by an independent
third-party valuation 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 value
using a discount rate of 25%.

In May 2001, the Company acquired PowerSchool, Inc. (PowerSchool), a provider of web-based student information systems for K-12
schools and districts that enables schools to record, access, report, and manage their student data and performance in real-time, and
gives parents real-time web access to track their children's progress. Of total purchase consideration of $66.1 million, $10.8 million was
allocated to IPR&D and was expensed upon acquisition because the technological feasibility of products under development had not
been established and no alternative future uses existed. The IPR&D relates to technologies representing processes and expertise
employed to design, develop, and deploy a functioning, scalable web-based student information system for use by K-12 schools. At the
date of the acquisition, the PowerSchool product under development was approximately 50% complete, and it was expected that the
remaining 50% would be completed during the Company's fiscal 2002 at a cost of approximately $9.25 million. The remaining efforts,
which were completed during 2002, included completion of coding, falizing user interface design and development, and testing. The
fair value of the IPR&D was determined by an independent third-party valuation 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 value using a discount rate of 25%.

Executive Bonus

During the first quarter of 2000, the Company's Board of Directors approved a special executive bonus for the Company's Chief
Executive Officer for past services in the form of an aircraft with a total cost to the Company of approximately $90 million, the
majority of which was not tax deductible. Approximately half of the total charge was for the cost of the aircraft. The other half
represents all other costs and taxes associated with the bonus. In the fourth quarter of 2002, all significant work and payments
associated with the aircraft were complete. Of the original $90 million accrual, $2.4 million remained unspent at the end of fiscal 2002
and was reversed.
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Other Income and Expense

Other income and expense for the three fiscal years ended September 28, 2002 are as follows (in millions):

2002 2001 2000
Gains (losses) on non-current investments, net $ @423 88 % 367
Unrealized loss on convertible securities 3 — (13) $ —
Interest income $ 18 § 218 § 210
Interest expense an (16) 2n
Miscellaneous other income and expense 5 IS5 14
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Interest and other income, net $ 123 217 8 203

Total other income and expense $ 70 8 292 8§ 570
aveucr asocte: L wane v R i R A

Gains and Losses on Non-current Investments

Investments categorized as non-current debt and equity investments on the consolidated balance sheet are in equity and debt
instruments of public companies. The Company's non-current debt and equity investments, and certain investments in private
companies carried in other assets, have been categorized as available-for-sale requiring that they be carried at fair value with unrealized
gains and losses, net of taxes, reported in equity as a component of accumulated other comprehensive income. However, the Company
recognizes an jmpairment charge to carnings in the event a decline in fair value below the cost basis of one of these investments is
determined to be other-than-temporary. The Company includes recognized gains and losses resulting from the sale or from other-than-
temporary declines in fair value associated with these investments in other income and expense. Further information related to the
Company’s non-current debt and equity investments may be found in Part I, Item 8 of this Form 10-K at Note 2 of Notes to
Consolidated Financial Statements.

During 2002, the Company determined that declines in the fair value of certain of these investments were other-than-temporary. As a
result, the Company recognized a $44 million charge to earnings to write-down the basis of its investment in EarthLink, Inc.
{EarthLink), 2 $6 million charge to eamings to write-down the basis of its investment in Akamai Technologies, Inc. (Akamai), and a
$15 million charge to earnings to write-down the basis of its investment in 2 private company investment. These losses in 2002 were
partially offset by the sale of 117,000 shares of EarthLink stock for net proceeds of $2 million and a gain before taxes of $223,000, the
sale of 250,000 shares of Akamai stock for net proceeds of $2 million and 2 gain before taxes of $710,000, and the sale of
approximately 4.7 million shares of ARM Holdings ple (ARM) stock for both net proceeds and a gain before taxes of $21 million.

During 2001, the Company sold a total of approximately 1 million shares of Akamai stock for net proceeds of $39 million and recorded
a gain before taxes of $36 million, and sold a total of approximately 29.8 million shares of ARM stock for net proceeds of $176 million
and recorded a gain before taxes of $174 million. These gains during 2001 were partially offset by a $114 million charge to carnings
that reflected an other-than-temporary decline in the fair value of the Company's investment in EarthLink and an $8 million charge that
reflected an other-than-temporary decline in the fair value of certain private company investments. During 2000, the Company sold a
total of approximately 45.2 million shares of ARM stock for net proceeds of $372 million and a gain before taxes of $367 million.

The combined carrying value of the Company’s investments in EarthLink, Akamai, and ARM as of September 28, 2002, was
$39 million. The Company believes it is likely there will continue to be significant fluctuations in the fair value of these investments in
the future.
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Accounting for Derivatives and Cumulative Effect of Accounting Change

On October 1, 2000, the Company adopted Statement of Financial Accounting Standard (SFAS) No. 133, Accounting for Derivative
Instruments and Hedging Activities. SFAS No. 133 established accounting and reporting standards for derivative instruments, hedging
activities, and exposure definition. Net of the related income tax effect of approximately $5 million, adoption of SFAS No. 133 resulted
in a favorable cumulative-effect-type adjustment to net income of approximately $12 million for the first quarter of 2001. The

$17 million gross transition adjustment was comprised of a $23 million favorable adjustment for the restatement to fair value of the
derivative component of the Company's investment in Samsung Electronics Co., Ltd. (Samsung), partially offset by the unfavorable
adjustments to certain foreign currency and interest rate derivatives. SFAS No. 133 also required the Company to adjust the carrying
value of the derivative component of its investment in Samsung to earnings during the first quarter of 2001, the before tax effect of
which was an unrealized loss of approximately $13 million. :

Interest and Other Income, Net

Net interest and other income was $112 million in fiscal 2002, compared to $217 million in fiscal 2001. This $105 million or 48%
decrease is primarily the result of declining investment yields on the Company's cash and short-term investments resulting from
substantially lower market interest rates. The weighted average interest rate eamed by the Company on its cash, cash equivalents and
short-term investments fell to 2.85% in 2002 compared to 5.38% in 2001, :

Net interest and other income increased $14 million or 7% to $217 million during 2001, The increase was due in part to interest income
from higher cash and invested balances in 2001, partially offset by declining interest rates and investment yields, and a rebalancing of
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the aggregate investment portfolio to a higher proportion of lower risk and better credit investments. The weighted average interest rate
earned by the Company on its cash, cash equivalents and short-term investments fell to 5.38% in 2001 compared to 6,12% in 2000.

The Company expects interest and other income, net to decline substantially in 2003 as declines in interest rates continue to impact
earnings on the Company's investment portfolio. The Company's expects this decline to be most pronounced in the second half of the
fiscal year. The foregoing statements are forward-looking. Interest and other income, net could differ from expected levels because of
several factors, including certain of those set forth below in the subsection entitled "Factors That May Affect Future Results and
Financial Conditicn.” Additionally, actual future interest and other income, net may be significantly impacted by unforeseen changes in
market interest rates, foreign currency exchange rates, and the fair value of the Company's short-term and long-term investments.

Provision for Income Taxes

The Company's effective tax rate for 2002 was 25% compared to the higher statutory rate due primarily to the research and
development credit and the reversal of valuation aliowances. As of September 28, 2002, the Company had deferred tax assets arising
from deductible temporary differences, tax losses, and tax credits of $369 million before being offset against certain deferred tax
liabilities for presentation on the Company's balance sheet. Management believes it is more likely than not that forecasted income,
including income that may be generated as a result of certain tax planning strategies, will be sufficient to fully recover the remaining net
deferred tax assets. As of September 28, 2002, a valuation allowance of $30 million was recorded against the deferred tax asset for the
benefits of tax losses that may not be realized. The valuation allowance relates principally to the operating loss carryforwards acquired
from NeXT and other acquisitions, the utilization of which is subject to certain limitations imposed by the Internal Revenue Code. The
Company will continue to evaluate the realizability of the deferred tax assets quarterly by assessing the need for and amount of the
valuation allowance.
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The Internal Revenue Service (IRS) has completed audits of the Company's federal income tax returns through 1997. Substantially all
IRS audit issues for years through 1997 have been resolved. Management believes that adequate provision has been made for any
adjustments that may result from tax examinations.

Recent Accounting Pronouncements

In June 2001, the Financial Accounting Standards Board issued SFAS No. 143, Accounting for Asset Retirement Obligations, which
addresses financial accounting and reporting for obligations associated with the retirement of tangible long-lived assets and the
associated asset retirement costs. The standard applies to legal obligations associated with the retirement of long-lived assets that result
from the acquisition, construction, development and/or normal use of the asset. SFAS No. 143 requires that the fair value 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 added to the carrying amount of the associated asset and this additional carrying amount is depreciated
over the life of the asset. The Company is required to adopt the provisions of SFAS No. 143 for the first quarter of its fiscal 2003.
Management does not expect the adoption of SFAS No. 143 to have a material impact on the Company's financial statements.

In August 2001, the Financial Accounting Standards Board issued SFAS No. 144, Accounting for the Impairment or Disposal of Long-
Lived Asseis (Statement 144), which supersedes both SFAS No. 121, Accounting for the Impairment of Long-Lived Assets and for
Long-Lived Assets to Be Disposed Qf and the accounting and reporting provisions of APB Opinion No. 30 (Opinion 30), Reporting the
Results of Operations—Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently
Occurring Events and Transactions, for the disposal of a segment of a business (as previously defined in that Opinion). SFAS No. 144
retains the fundamental provisions in SFAS Ne. 121 for recognizing and measuring impairment losses on long-lived assets held for use
and long-lived assels to be disposed of by sale, while also resolving significant implementation issues associated with SFAS No. 121.
For example, SFAS No. 144 provides guidance on how a long-lived asset that is used as part of a group should be evaluated for
impairment, establishes criteria for when a long-lived asset is held for sale, and prescribes the accounting for a long-lived asset that will
be disposed of other than by sale. SFAS No. 144 retains the basic provisions of Opinion 30 on how to present discontinued operations
in the income statement but broadens that presentation to include a component of an entity (rather than a segment of a business). Unlike
SFAS No. 121, an impairment assessment under SFAS No. 144 will never result in a write-down of goodwill. Rather, goodwill is
evaluated for impairment under SFAS No. No. 142, Goodwill and Other Intangible Assets.

The Company is required to adopt the provisions of SFAS No. 144 for the first quarter of its fiscal 2003. Management does not expect
the adoption of SFAS No. 144 for long-lived assets held for use to have a material impact on the Company'’s financial statements
because the impairment assessment under SFAS No. 144 is largely unchanged from SFAS No. 121. The provisions of SFAS No. 144
for assets held for sale or other disposal generally are required to be applied prospectively after the adoption date 10 newly initiated
disposal activities.
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In June 2002, the Financial Accounting Standards Board issued SFAS No. 146, Accounting for Costs Associated with Exit or Disposal
Activities. SFAS No. 146 supersedes Emerging Issues Task Force Issue No. 94-3, Liability Recognition for Certain Employee
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 is committed to an exit plan. SFAS No. 146 also establishes that the liability should initially be measured and recorded at
fair value. This Statement is effective for exit or disposal activities initiated after December 31, 2002. The provisions of SFAS No. 146
are required to be applied prospectively after the adoption date to newly initiated exit activities, and may affect the timing of
recognizing future restructuring costs, as well as the amounts recognized.
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- Liquidity and Capital Resources

The following table presents selected financial information and statistics for cach of the last three fiscal years (dollars in millions):

2002 2001 2000
Cash, cash equivalents, and short-term investments § 4337 § 4336 S 4,027
Accounts receivable, net $ 565 § 466 $§ 953
Inventory $ 45 8 11 § 33
Working capital $ 3730 § 3,625 § 3494
Days sales in accounts receivable (a) 36 29 46
Days of supply in inventory (b) 4 1 2
Annual operating cash flow 3 8 § 185 $§ 868

(@) Based on ending net trade receivables and most recent quarterly net sales for each period.
(b)  Based on ending inventory and most recent quarterly cost of sales for each period.

As of September 28, 2002, the Company had $4.337 billion in cash, cash equivalents, and short-term investments, virtually unchanged
from the end of fiscal 2001. The primary sources of total cash, cash equivalents, and short-term investments in fiscal 2002 were

$89 million in cash generated by operating activities and $105 million in proceeds from the exercise of employee stock options, offset
by cash utilized for business and asset acquisitions of $52 million and capital expenditures of $174 million.

The Company believes its existing balances of cash, cash equivalents, and short-term investments will be sufficient to satisfy its
working capital needs, capital expenditures, stock repurchase activity, outstanding commitments, and other liquidity requirements
associated with its existing operations over the next 12 months.

Lease Commitmenis

As of September 28, 2002, the Company had total outstanding commitments on noncancelable operating leases of $464 million,

$209 mitlion of which related to the lease of retail space and related facilities. Remaining terms on the Company's existing operating
leases range from 1 to 12 years. Subsequent to September 28, 2002, the Company entered into additional operating lease commitments
for retail space with future lease commitments totaling $65 million for periods ranging from 5 to 10 years.

Long-Term Debt

The Company currently has long-term debt outstanding in the form of $300 million of aggregate principal amount 6.5% unsecured
notes. The notes were sold at 99.925% of par, for an effective yield to maturity of 6.51%. The notes pay interest semiannually and
mature on February 15, 2004.

Purchase Commitments with Contract Manufacturers and Component Suppliers

The Company utilizes several contract manufacturers to manufacture sub-assemblies for the Company's products and to perform final
assembly and test of finished products. These contract manufacturers acquire components and build product based on demand
information supplied by the Company, which typically covers periods ranging from 1 to 3 months. The Company also obtains
individual components for its products from a wide variety of individual supplicrs. Consistent with industry practice, the Company
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acquires components through a combination of formal purchase orders, supplier contracts, and open orders based on projected demand
Jinformation. Such formal and informal purchase commitments typically cover the Company's forecasted component and manufacturing
requirements for periods ranging from 30 to 130 days. As of September 28, 2002, the Company had outstanding third-party
manufacturing commitments and component purchase commitments of approximately $525 million.
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Capital Expenditures

Of tota] capital expenditures in 2002 of $174 million, $106 million was for retail store facilities and equipment related to the Company's
Retail segment and $68 million was for corporate infrastructure including information systems enhancements and operating facilities
enhancements and expansions. The Company currently anticipates it will utilize approximately $160 million for capital expenditures
during 2003, approximately $77 million of which is expected to be utilized for further expansion of the Company's Retail segment and
the remainder utilized to support normal replacement of existing capital assets and enhancements to general information technology
infrastructure. ‘

Stock Repurchase Plan

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
specified period of time. During 2002 and 2001, the Company repurchased no common shares. However, 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. Since inception of the repurchase plan, the Company has
repurchased or committed to repurchase a total of 6.55 million shares of its common stock at a cost of $217 million.

Non-Current Debt and Equity Investments

The Company has held significant investments in ARM, Samsung Electronics Co., Ltd, Akamai, and EarthLink. These investments are
reflected in the consolidated balance sheets as non-current debt and equity investinents and have been categorized as available-for-sale
requiring that they be carried at fair value with unrealized gains and losses, net of taxes, reported in equity as a component of
accumulated other comprehensive income. All realized gains on the sale of these investments have been included in other income. The
combined fair value of these investments was $39 million, $128 million, and $786 million as of the end of fiscal 2002, 2001, and 2000,
respectively. The Company believes it is likely there will continue to be significant fluctuations in the fair value of these investments in
the future.

Further information related to the Company's non-current debt and equity investments may be found in Part II, Item 8 of this Form 10-
K at Note 2 of Notes to Consolidated Financial Statements. .

Factors That May Affect Future Results and Financial Condition

Because of the following factors, as well as other factors affecting the Company's operating results 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 uncertamty could adversely affect the Company.

The Company's operating performance depends significantly on general economic conditions. For much of the past 3 years, demand for
the Company's products has been negatively impacted by worsening global economic conditions. Continued uncertainty about future
economic conditions continues to make it difficult to forecast future operating results. Should global and regional economic conditions
fail to improve or continue to deteriorate, demand for the Company's products could continue to be adversely affected, as could the
financial health of its suppliers, distributors, and resellers.

The terrorist attacks that took place on September 11, 2001, disrupted commerce throughout the world and created many economic and
political uncertainties that have had a strong negative impact on the global economy. The long-term effects of the September 11, 2001
attacks on the Company's future operating results and financial condition remain unknown. The national and international responses to
terrorist attacks, the potential for future terrorist attacks and other acts of hostility, and the potential for
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war in the Middle East have created economic and political uncertainties that could adversely affect the Company’s future operating
results and financial condition.

The market for personal computers is highly competitive.

The personal computer industry is highly competitive and is characterized by aggressive pricing practices, downward pressure on gross
margins, frequent introduction of new products, shost product life cycles, continual improvement in product price/performance
characteristics, price sensitivity on the part of consumers, and a Jarge number of competitors. Over the past several years, price
competition in the market for personal computers has been particularly intense. The Company's competitors who sell Windows-based
personal computers have aggressively cut prices and lowered their product margins in order to gain or maintain market share in
response to weakness in demand for personal computing products that began in the second half of calendar 2000. The Company's
results of operations and financial condition have been, and in the future may continue to be, adversely affected by these and other
industry-wide pricing pressures and downward pressures on gross margins.

The personal computer industry has also been characterized by rapid technological advances in software functionality, hardware
performance, and features based on existing or emerging industry standards, Further, as the personal computer industry and its
customers place more reliance on the Internet, an increasing number of Internet devices that are smaller and simpler than traditional
personal computers may compete for market share with the Company's existing products. Several competitors of the Company have
either targeted or announced their intention to target certain of the Company's key market segments, including consumer, education,
professional and consumer digital video editing, and design and publishing. Additionally, several of the Company's competitors have
introduced or announced plans to introduce products that mimic many of the unique design, technical features, and solutions of the

‘Company's products. The Company has many substantial competitors, many of whom have greater financial, marketing, manufacturing,

and technological resources, as well as broader product lines and larger installed customer bases than those of the Company.
Additionally, there has been 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 dominated by makers of computers utilizing Microsoft's Windows operating systems, 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 design and functional advantages over competing platforms, including Windows.

The Company has higher research and development and selling, general and administrative costs, as a percentage of revenues, than
many of competitors.

The Company's ability to compete successfully and maintain attractive gross margins is heavily dependent upon its ability to ensure a
continuing and timely flow of innovative and competitive products and technology to the marketplace. As a result, the Company incurs
higher research and development costs as a percentage of revenue than its competitors who sell Windows-based personal computers.
Many of these competitors seek to compete aggressively on price and maintain very low cost structures. Further, as a result of the
expansion of the Company's Retail segment and costs associated with marketing the Company's brand including its unique operating
system, the Company incurs higher selling costs as a percent of revenue than many of its competitors. If the Company is unable to
continue to develop and sell innovative new products with attractive gross margins, its results of operations may be materially adversely
affected by its operating cost structure,
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The Company must successfully manage frequent product introductions and transitions.

Due to the highly volatile nature of the personal computer industry, which is characterized by dynamic customer demand patterns and
rapid technological advances, the Company must centinually introduce new products and technologies and enhance existing products in
order to remain competitive. 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, the availability of application software for
new products, the effective management of inventory levels in line with anticipated product demand, the availability of products in
appropriate quantities to meet anticipated demand, and the risk that new products may have quality or other defects in the early stages
of introduction. Accordingly, the Company cannot determine in advance the ultimate effect that new products will have on its sales or
results of operations.

During 2001, the Company introduced a new client operating system, Mac OS X, and delivered its first major upgrade, Mac OS X
version 10.1. During 2002, the Company delivered another major upgrade, Mac OS X Jaguar. Inability of the Company to improve the
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performance and functionality of Mac OS X, advance customer acceptance of the new operating system and its upgrades, or obtain the
continued commitment of software developers to transition existing applications to run on Mac OS X or create new applications to run
on Mac OS X, may have an adverse impact on the Company's operating results and financial condition.

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

The Company records a write-down for inventories of components and products that have become obsolete or are in excess of
anticipated demand or net realizable value and accrues necessary reserves for cancellation fees of orders for inventories that have been
canceled. Although the Company believes its inventory and related provisions are adequate, given the rapid and unpredictable pace of
product obsolescence in the computer industry, no assurance can be given the Company will not incur additional inventory and related
charges. In addition, such charges have had, and may again 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 advance 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 forecast incorrectly and
produce or order from third parties excess or insufficient inventories of particular products. Consistent with industry practice,
components are normally acquired through a combination of formal purchase orders, supplier contracts, and open orders based on
projected demand information. Such formal and informal 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 materially adversely affected by the Company's ability to manage its inventory levels and
respond to short-term shifts in customer demand patterns.

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

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") are currently obtained by the Company from single or
limited sources. Some key components {including without limitation DRAM, TFT-LCD flat-panel displays, and optical and magnetic
disk drives), while currently available to the Company from multiple sources, 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 the Company has evaluated whether there is a need for, and subsequently qualifies, additional suppliers. In situations
where a component or product utilizes new technologies, initial capacity constraints may exist until such time as the suppliers’ yields
have
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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 decide 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 adversely affected.

The Company's ability to produce and market competitive products is also dependent on the ability and desire of IBM and Motorola,
the sole suppliers of the PowerPC RISC-based microprocessor for the Company's Macintosh computers, to provide the Company with a
sufficient supply of microprocessors with price/performance features that compare {avorably to those supplied to the Company's
competitors by Intel Corporation and other developers and producers of microprocessors used by personal computers using the
Windows operating systems. Further, despite its efforts to educate the marketplace to the contrary, the Company believes that many of
its current and potential customers believe that the relatively slower MHz rating or clock speed of the microprocessors it utilizes in its
Macintosh systems compares unfavorably to those utilized by Windows-based 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 G4 and G3
microprocessors with higher clock speeds in sufficient quantity has had significant adverse effects on the Company's results of
operations. The inability in the future of the Company to obtain microprocessors in sufficient quantities with competitive
price/performance features could have an adverse impact on 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
United States.

Many of the Company's products are manufactured in whole or in part by third-party manufacturers. In addition, the Company has
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outsourced much of its transportation and logistics management. While outsourcing arrangements may lower the fixed cost of
operations, they also reduce the Company's direct control over production and distribution. It is uncertain what effect such diminished
control will have on the quality or quantity of the products manufactured, or the flexibility of the Company to respond to changing
market conditions. Moreover, although arrangements with such manufacturers may contain provisions for warranty expense
reimbursement, the Company may remain at Jeast initially responsible to the ultimate consumer for warranty service or in the event of
product defects. Any unanticipated product defect or warranty liability, whether pursuant to arrangements with contract manufacturers
or otherwise, could adversely affect the Company's future operating results and financial condition,

Final assembly of products sold by the Company is conducted in the Company’s manufacturing facilities in Sacramento, California, and
Cork, Ireland, and by extemal vendors in Fullerton, California, Taiwan, Korea, the Peaple's Republic of China, and the Czech Republic.
Currently, manufacture of many of the components used in the Company's products and final assembly of all of the Company's portable
products including PowerBooks, iBooks, and the iPod is performed by third-party vendors in Taiwan. If for any reason manufacturing
or logistics in any of these locations is disrupted by regional economic, business, environmental, political, or military conditions or
events, the Company's results of operations and financial condition could be adversely affected.

The Company's products could experience quality problems that result in decreased net sales and operating projiss.

The Company sells highly complex hardware and software products that may contain defects in design and manufacture. Sophisticated
operating system software and applications such as the Company sells often contains "bugs” that can unexpectedly interfere with the
operation of the software. Defects may also occur in components and products the Company purchases from third parties that may be
beyond its control.

38

There can be no assurance that the Company will be able to detect and fix all defects in the hardware and software it sells. Failure to do
so could result in lost revenues, loss of reputation, and significant expense to remedy.

The Company's retail initiative requires a substantial invesiment and commitment of resources and is subject to numerous risks and
uncertainties. '

Since May of 2001, the Company has opened 51 retail stores in the United States and anticipates opening more stores in calendar 2003.
The Company's retail initiative has required substantial investment in equipment and leasehold improvements, information systems,
inventory, and personnel. The Company has also entered into substantial operating leases commitments for retail space with lease terms
ranging from 5 to 12 years, The Company would incur substantial costs should it choose to terminate this initiative or close individual
stores. Such costs could adversely affect the Company's results of operations and financial condition. Additionally, a relatively high
proporticn of the Retail segment's costs are fixed because of depreciation on store constructions costs and lease expense. As a result,
should the Retail segment experience a decline in sales for any reason, significant losses would result.

Certain of the Company's stores have been intentionally 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 unique design elements, locations and size, these
stores require substantially more investment in equipment and leasehold improvements than the Company's typical retail stores. The
Company has opened two such stores and has several others under development. Because of their location and size, these high profile
stores also require the Company to enter into substantially larger operating lease commitments compared to those required for its more
typical stores. Current leases on such locations have terms ranging from 5 to 10 years with total commitments per location over the
lease terms ranging from $25 million to $50 million. Closure or poor performance of one of these high profile stores could have a
particularly significant negative impact on the Company's results of operations and financiai condition.

Many of the general risks and uncertainties 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 are beyond the 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 effect on the Company's consolidated results of operations. Potential risks and uncertainties unique to retail operations that
could have an adverse 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 users to the Macintosh platform; inability to sell third-party hardware and software
products at adequate margins; failure to manage relationships with existing retail channel partners; lack of experience in managing
retail operations; costs associated with unanticipated fluctuations in the value of Apple-branded and third-party retail inventory; and
inability to obtain quality retail locations at reasonable cost.

Unit sales of the Company's professionally oriented desktop systems have declined sharply over past two 1o three years negatively
impacting net sales and gross margin.
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Unit sales of Power Macintosh systems fell 18% during 2002 as compared to 2001 and fell 35% in 2001 from 2000. Power Macintosh
unit sales have fallen as a percentage of total Macintosh unit sales from 38% in 1999 to 25% in 2002. The Company believes that weak
economic conditions over the past several years are having a pronounced negative impact on its professional and creative customers
who are the primary users of such systems. The Company also believes that many of these customers continue to delay upgrades of
their Power Macintosh systems due to the Company's ongoeing transition to Mac OS X and in anticipation of certain software vendors
transitioning their professionally oriented Macintosh software applications to run natively in Mac OS X. In addition to the negative
impact on net sales, declining sales of Power Macintosh systems also have a negative effect on the Company's overall gross margin
because Power Macintosh systems are generally higher priced and have higher individual gross margins than the
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Company's other Macintosh systems. Continued deterioration in Power Macintosh unit sales will adversely affect the Company's future
net sales and gross margin. If future unit sales of Power Macintosh systems fail to partially or fully recover, it will be difficult for the
Company to improve its overall profitability.

The Company faces increasing competition in the U.S. education market.

Sales in the United States to both elementary and secondary schools, as well as for college and university customers, remains a core
market for Apple. Net sales in these markets fell to 21% of the Company's total net sales in 2002 from 26% in 2001. This drop reflects
declines in both net sales and Macintosh unit sales in these markets of 15% and 14%, respectively, in fiscal 2002 compared to 2001.
These developments are consistent with industry data showing the Company losing market share in the U.S. education market in each
of the last two fiscal years. Several competitors of the Company have either targeted or announced their intention to target the education
market for personal computers. Although the Company has taken certain steps to strengthen its position in the education market, there
can be no assurance that the Company will be able to increase its share of the education market or maintain its existing share of that
market. Failure to increase or maintain market share in the education market may have an adverse impact on the Company's operating
results and financial condition.

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 retailers and cataloguers, many of whom
distribute 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 online
stores around the world. The Company also sells its own products and certain third-party products through its retail stores in the United
States. Many of the Company's significant resellers operate on narrow product margins and have been negatively affected by current
economic conditions. Considerable trade receivables that are not covered by collateral or credit insurance are outstanding with the
Company's distribution and retail channel partners. The Company's business and financial results could be adversely affected if the
financial condition of these resellers weakened, if resellers within consumer channels were to cease distribution of the Company's
products, or if uncertainty regarding demand for the Company's products caused resellers to reduce their ordering and marketing of the
Company's products.

Further information regarding risks associated with Marketing and Distribution may be found in Part I, Item 1 of this Form 10-K under
the heading "Markets and Distribution,” which information is hereby incorporated by reference. ’

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

A large portion of the Company's revenue 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 foreign 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. Historically, the Company's primary
exposure to movements 1n foreign currency exchange rates relate 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 Japanese Yen and the Euro, can adversely impact consumer demand for the Company's products and the
U.S. dollar value of the Company's foreign currency denominated sales. Conversely, strengthening in these and other foreign currencics
can increase the cost to the Company of product components, negatively affecting the Company's results of operations.
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Margins on sales of Apple products in foreign countries, and on sales of products that include components obtained from foreign
suppliers, can be adversely affected by foreign currency exchange rate fluctuations and by international trade regulations, including

tariffs and antidumping penalties.

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
subheading "Foreign Currency 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, which information is hereby incorporated by reference.

The Company's fufure performance is dependent upon support from third-party software developers.

The Company believes 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
developers' 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, acceptance by customers of Mac OS X, and the
costs of developing such software products. To the extent the Company's financial losses in prior years and the minority market share
held by the Company in the personal computer market, as well as the Company's decision to end its Mac OS licensing program, have
caused software developers to question the Company's prospects in the personal computer market, developers could be less inclined to
develop new application software or upgrade existing software for the Company's products and more inclined to devote their resources
to developing and upgrading software for the Jarger Windows market. In addition, past and future development by the Company of its
own software applications and solutions may negatively impact the decision of software developers to develop, maintain, and upgrade
similar or competitive software for the Company's products. Moreover, there can be no assurance software developers will continue to
develop software for Mac OS X, the Company's new operating system, on a timely basis or at all.

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 subject to certain limitations related to the number of Macintosh computers sold by the
Company, Microsoft was required to make versions of its Microsoft Office and Intemet Explorer products for the Mac OS. Although
Microsoft has released Microsoft Office and Internet Explorer for Mac OS X, Microsoft is not obligated to produce future versions of
its products subsequent to August 2002. While the Company believes its relationship with Microsoft has been and will continue to be
beneficial to the Company and to its efforts to increase the installed base for the Mac OS, the Company does compete directly with
Microsoft in a number of key areas. Accordingly, Microsoft's interest in producing application software for the Mac OS following
expiration of the agreements may be influenced by Microsoft's perception of its interests as the vendor of the Windows operating
system. Discontinuance of Microsoft Office and other Microsoft products for the Macintosh platform would 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 10 have infringed on the intellectual property rights of others.

Many of the Company's products are designed to include intellectual property obtained from third parties. While it may be necessary in
the future to seek or renew licenses relating to various aspects of its products and business methods, the Company believes that based
upon past experience and industry practice, such licenses generally could be obtained on commercially reasonable terms. However,
there can be no assurance that the necessary licenses would be available or available on acceptable terms.

4]

Because of technological changes in the computer industry, current extensive patent coverage, and the rapid rate of issuance of new
patents, it is possible certain components of the Company's products and business methods may unknowingly infringe existing patents
of others. The Company has from time to time been notified that it may be infringing certain patents or other intellectual 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 are in various stages of evaluation. The Company may
consider the desirability of entering into licensing agreements in certain of these cases. 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 permanent 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 royalties to a third-party, the Company's future operating results and financial condition could be adversely
effected. Information regarding claims and potential litigation involving the Company related to alleged patent infringement and other
matters is set forth in Part 1, Item 3 of this Form 10-K. In the opinion of management, the Company does not have a potential liability
for damages or royalties from any current legal proceedings or claims related to the infringement of patent or other intellectual property
nights of others that would 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 I, ltem 3 of this Form 10-K or should several of
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these 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 expects its quarterly revenues and operating resulls to fluctuate for a variety of reasons.

The Company's profit margins vary among its products, its geographic markets, and its distribution channels. As a result, the overall
profitability of the Company in any given period will depend, in part, on the product, geographic, and channel mix reflected in that
period's net sales.

The typical concentration of net sales in the third month of the Company's fiscal quarters can adversely affect the Company's business
and operating results.

.

The Company generally sells more products during the third month of each 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 infrastructure
during the third month of a quarter and may adversely impact the Company's ability to predict its financial results accurately.
Developments late in a quarter, such as lower-than-anticipated demand for the Company's products, an internal systems failure, or
failure.of one of the Company's key logistics or components suppliers, can have significant adverse impacts on the Company and its
results of operations and financial condition.

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

Much of the future success of the Company depends on the continued service and availability of skilled personnel, including those in
technical, marketing and staff positions. Experiencéd personnel in the information technology industry are in high demand and
competition for their talents is intense, especially in the Silicon Valley, where the majority of the Company's employees are located.
There can be no assurance that the Company will be able to successfully attract and retain the key personnel it needs. Additionally,
volatility or a lack of positive performance in the Company's stock price may adversely affect its ability to retain key employees. As of
September 28, 2002, a substantial majority of the Company's outstanding employee stock options were out-of-the-money.

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 areas of traditional corporale
insurance. Such conditions have resulted in higher premium costs, higher policy deductibles, and lower coverage limits. For some risks,
because of cost and/or availability, the
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Company does not have insurance coverage. For these reasons, the Company is retaining a greater portion of its insurable risks than it
has in the past at relatively greater cost.

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

The Company distributes its products through third-party computer resellers and retailers and directly to certain educational institutions
and commercial customers. A substantial majority of the Company's outstanding trade receivables are not covered by collateral or credit
insurance. The Company also has 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-assemblies or assemble final products for
the Company. While the Company has procedures in place to monitor and limit exposure to credit risk on its trade and non-trade
receivables, there can be assurance that such procedures will be effective in limiting its credit risk and avoiding losses. Additionally, if
the global economy and regional economies fail to improve or continue to deteriorate, it becomes more likely that the Company will
incur a material loss or losses as a result of the weakening financial condition of one or more of its customers or manufacturin g
vendors.

The market value of the Company's non-current debt and equity investments is subject (o significant volatility.

The Company holds minority investments in several public companies with a combined fair market value of approximately $39 million
as of September 28, 2002. These investments are in publicly traded companies whose share prices are subject to significant volatility.
The Company has categorized its investments in these companies as available-for-sale requiring the investments be carried at fair value,
with unrealized gains and losses, net of taxes, reported as a component of accumulated other comprehensive income. The Company
recognizes an impairment charge to earnings when it is judged an investment has experienced a decline in value that is other-than-
temporary. The Company has recognized material impairment charges related to its non-current debt and equity investments twice in
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the last two fiscal years.
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 that the Company provide consumers with the ability to return to the Company product at
the end of its useful life, and place responsibility for environmentally safe disposal or recycling with the Company. 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 existing laws or future laws will not have a material adverse effect on the Company.

The parliament of the European Union is working on finalizing the Waste Electrical and Electronic Equipment Directive (the
Directive). The Directive makes producers of electrical goods, including personal computers, financially responsible for the collection,
recycling, and safe disposal of past and future products. The Directive must now be approved and implemented by individual European
Union governments by June 2004, while the producers’ financial obligations are scheduled to start June 2005, The Company's potential
liability resuiting from the Directive related to past sales of its products and expenses associated with future sales of its product may be
substantial. However, because it is likely that specific laws, regulations, and enforcement policies will vary significantly between
individval European member states, it is not currentty possible to estimate the Company's existing liability or future expenses resulting
from the Directive. As the European Union and its individual member states clarify specific requirements and policies with respect to
the Directive, the Company will continue to assess its potential financial impact. Similar legislation may be enacted in other
geographies, imcluding federal and state legislation in the United States, the. cumulative impact of which could be significant.
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Business interruptions could adversely affect the Company's future operating results.

The Company's major business operations are subject to interruption by earthquake, fire, power shortages, terrorist attacks and other
hostile acts, labor disputes, and other events beyond its control. The majority of the Company's research and development activities, its
corporate headquarters, and other critical business operations, including certain major components suppliers and manufacturing
vendors, are located near major seismic faults. The Company does not carry earthquake insurance for direct quake-related losses. The
Company's operating results and financial condition could be materially adversely affected in the event of a major earthquake or other
natural or manmade disaster.

Unanticipated changes in the Company's tax rates could affect its future results.
ip g ppany

The Company's future effective tax rates could be favorably or unfavorably affected by unanticipated changes in the mix of earnings in
countries with differing statutory tax rates, changes in the valuation of the Company deferred tax assets and liabilities, or by changes in
tax laws or their interpretation.

The Company's stock price may be volaiile.

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. In addition, the stock market has experienced
extreme price and volume fluctuations that have affected the market price of many technology companies in ways that have been
unrelated to the operating performance of these companies. These factors, as well as general 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 common stock in the future.
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Item 7A. Disclosures About Market Risk
Interest Rate and Foreign Currency Risk Management

To ensure the adequacy and effectiveness of the Company's foreign exchange and interest rate hedge positions, as well as to monitor the
risks and opportunities of the non-hedge portfolios, the Company continually monitors its foreign exchange forward and option
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positions, and its interest rate swap and option positions both on a stand-alone basis and in conjunction with its underlying foreign
currency and interest rate related exposures, respectively, from both an accounting and an economic perspective. However, given the
effective horizons of the Company's risk management activities and the anticipatory nature of the exposures intended to hedge, there
can be no assurance the aforementioned programs will offset more than a portion of the adverse financial impact resulting from
unfavorable movements in either 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 affect the Company's operating results and financial position. The
Company adopted Statement of Financial Accounting Standard No. 133, Accounting for Derivative Instruments and Hedging Activities,
as of October 1, 2000. SFAS No. 133 establishes accounting and reporting standards for derivative instruments, hedging activities, and
exposure definition. Management does not believe that ongoing application of SFAS No. 133 will significantly alter the Company's
hedging strategies. However, its application may increase the volaility of other income and expense and other comprehensive income.

Interest Rate Risk

While the Company is exposed to interest rate fluctuations in many of the world's leading industrialized countries, the Company's
interest income and expense is most sensitive to fluctuations in the general level of U.S. interest rates. In this regard, changes in U.S.
interest rates affect the interest earned on the Company's cash, cash equivalents, and short-term investments as well as costs associated
with foreign currency hedges.

The Company's fixed income investment policy and strategy is to ensure the preservation of capital, meet liquidity requirements, and
optimize return in light of the current credit and interest rate environment. The Company benchmarks its performance by utilizing
external money managers to manage a small portion of the aggregate investment portfolio. The external managers adhere to the
Company's investment policies and also provide occasional research and market information that supplements internal research used to
make credit decisions in the investment process.

During 1994, the Company issued $300 million aggregate principal amount of 6.5% unsecured notes in a public offering registered with
the SEC. The notes were sold at 99.925% of par, for an effective yield to maturity of 6.51%. The notes pay interest semiannually and
mature on February 15, 2004.

The Company's exposure to market risk for changes in interest rates relates primarily to the Company's investment portfolio and long-
term debt obligations and related derivative financial instruments. The Company places its short-term investments in highly liquid
securities issued by high credit quality issuers and, by policy, limits the amount of credit exposure to any one issuer. 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. All highly
liquid investments with maturities of three months or less are classified as cash equivalents; highly liquid investments with maturities
greater than three months are classified as short-term investments. As of September 28, 2002, $1.087 billion of the Company's
investment portfolio classified as short-term investments was invested in U.S. Agency and corporate debt securities with maturities
ranging from 1 to 5 years. As of September 29, 2001, $313 million of the Company's investment portfolio classified as short-term
investments was in U.S. agency securities with underlying maturities ranging from 1 to 4 years. The remainder ali had underlying
maturities between 3 and 12 months. Due to liquidity needs, or in anticipation of credit deterioration, or for the purpose of duration
management of the Company's
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.investment portfolio, the Company may sell investments prior to their stated maturities. As a result of such activity, the Company

recognized net gains of $7 million in 2002 and $! million in 2001.

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 interest rates would have on the value of the investment
portfolio assuming a 100 basis point parallel shift in the yield curve. Based on investment positions as of September 28, 2002, a
hypothetical 100'basis point increase in interest rates across all maturities would result in a $37.7 million decline in the fair market
value of the portfolio. As of September 29, 2001, a similar 100 basis point shift in the yield curve would have resulted in a

$17.8 million decline in fair value. Such losses would only be realized if the Company sold the investments prior to maturity. Except in
instances nolted above, the Company's policy is to hold investments to maturity.

The Company sometimes enters into interest rate derivative transactions, including interest rate swaps, collars, and floors, with financial
institutions in order to better match the Company's floating-rate interest income on its cash equivalents and short-term investments with
its fixed-rate interest 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 Company may also enter into interest rate contracts that are intended to reduce the cost of the interest
rate risk management program.
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During the last two years, the Company has entered into interest rate swaps with financial institutions in order to better match the
Company's floating-rate interest income on its cash equivalents and short-term investments with its fixed-rate interest 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, which qualified as accounting hedges, generally required the Company to pay a floating interest rate based on the
three- or six-month U.S. dollar LIBOR and receive a fixed rate of interest without exchanges of the underlying notional amounts. These
swaps effectively converted the Company's fixed-rate 10-year debt to floating-rate debt and convert a portion of the floating rate
investments to fixed rate. Due to prevailing market interest rates, during 2002 the Company entered into and then subsequently closed
out debt swap positions realizing a gain of $6 million. During 2001 the Company closed out all of its then existing debt swap positions
realizing a gain of $17 million. Both the gains in 2001 and 2002 were deferred, recognized in long-term debt and are being amortized to
other income and expense over the remaining life of the debt. At certain times in the past, the Company has also entered into interest
rate contracts that are intended to reduce the cost of the interest rate sk management program. The Company does not hold or transact
in such financial instruments for purposes other than risk management.

The Company's asset swaps did not qualify for hedge accounting treatment and were recorded at fair value on the balance sheet with
associated gains and losses recorded in interest and other income. Interest rate asset swaps outstanding as of September 30, 2000, had a
weighted-average receive rate of 5.50% and a weighted-average pay rate of 6.66%. The unrealized loss on these assets swaps as of
September 30, 2000, of $5.7 million was deferred and then recognized in income in 2001 as part of the SFAS No. 133 transition
adjustment effective on October 1, 2000. The Company closed out all of its existing interest rate asset swaps during 2001 realizing a
gain of $1.1 million.

Foreign Currency Risk

Overall, the Company is a net receiver of currencies other than the U.S. dollar and, as such, benefits from a weaker dollar and is
adversely affected by a stronger dollar relative to major currencies worldwide. Accordingly, changes in exchange rates, and in
particular a strengthening of the U.S. dollar, may negatively affect 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 within the time frame of our hedged
positions due to competitive pressures when there has been significant volatility in foreign currency exchange rates.
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The Company enters into foreign currency forward and option contracts with financial institutions primarily to protect against foreign
exchange risks associated with existing assets and liabilities, certain firmly committed transactions, and probable but not firmly
committed transactions. Generally, the Company's practice is to hedge a majority of its existing material foreign exchange transaction
exposures. However, the Company may not hedge certain foreign exchange transaction exposures due to immateriality, prohibitive
economic cost of hedging particular exposures, and limited availability of appropriate of hedging instruments. The Company also enters
into foreign currency forward and option contracts to offset the foreign exchange gains and losses generated by the re-measurement of
certain recorded assets and liabilities denominated in non-functional currencies of its foreign subsidiaries. '

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 Monte Carlo simulation to generate 3000 random market price
paths. The value-at-risk 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 losses 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 currencies were excluded from the model. Based on the results of the model, the Company estimates
with 95% confidence a maximum one-day loss in fair value of $3.8 million as of September 28, 2002 compared to 2 maximum one-day
Joss of $6.8 million as of September 29, 2001. Because the Company uses foreign currency instraments for hedging purposes, losses
incurred on those instruments are generally offset by increases in the fair value of the underlying exposures.

Actual gains and losses in the future associated with the Company's investment portfolio and derivative positions may differ materially
from the sensitivity analyses performed as of September 28, 2002 due to the inherent limitations associated with predicting the changes
in the timing and amount of interest rates, foreign currency exchanges rates, and the Company's actual exposures and positions.
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