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_ On target with iPod
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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 display in each of Target's 1,148 stores, so every
customer can listen 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 digital 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.
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Apple serves up a hit with iPod

September 6, 2002

I can take 1,000 of my favorite songs and carry them around in my pocket.

Am I dreaming, or did Ijust 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 ofwhat 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 theiinfo on your CD with the click of a button, but if you don't have one of these, or if
.it 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, afier awhile, even fall off.

Okay, I lied, but they are really uncomfortable, 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 ofOzzy's nose after arousing 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 l0 GB model is $400 and the 20 GB model is $500.) I fiilly
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recommend the iPod.

TECHNOLOGY REVIEW

iPod

**«*

Will Hulseman

Age: 14

9th grade

Canterbury School
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The ear—opening possibilities of the iPod

Tom Moon

Last spring, the New York Times Magazine devoted a full 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.

Iiremember 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"! 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 nines to follow one stylistic path or mix
several, actually changes the listening experience. These little devices offer not only the puregeek 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, whichgheld 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. A

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.

I 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 ajazz 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
Momin' in its giloriousgospel-soul entirety, some vintage Pat Martino, early Bill Frisell, Pat Metheny.

At first, the tracks 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 enough, 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.

"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 Char-
ley Patton, Hank Williams, Jimmie Rodgers. . . . You know, the usual." -

Contact music critic Tom Moon at 215-854-4965 or tmoon@phillynews.com.

PHOTO

DARIO zALrs _
Strange bedfellows on an MP3 player: Mixing Jo o Gilberto (above) and Basement Jaxx might be perverse, but

_ could get you thinking.

Sounding Out
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Mix master iPod makes music ofjuxtapositions
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 surprising -- 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 mutableand 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 Ts greasy soul into some up-tempo Basement Jaxx elec-

tronica freight-training into Joco Gilberto singing "Quiet Nights“ at a whisper.

I 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 ajazz guitar mix that demonstrated the music-appreciation value of these devices. Starting with selections

from the recent box of pioneering electric guitarist Charlie Christian, I put together a slapdash, incomplete evolution
of the guitar through jazz history -4 some Wes Montgomery, Jim Hall, Tal Farlow, Grant Green's l96I "Sunday
Momin' 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—shuffle mode and found my-

self 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 ofhis 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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HEADLINE: 2' Role Changing Roils Tech;, - . . _ _ . . _ _
Convergence,_ longa discredited buzzword, finally lives up-to its h_y'p'e;. _Ap'p_le, HP-, and Dell 'v.iron‘t'look the same.

. ;n,Y1j1.*—1.i'v'i«:: -‘ma ‘Vojgelsteii-1 ~

BODY:

‘Since the invention of the PC, tec'_h'i'es have taken t.wo things for granted: _Proc,ess'or~ speeds will ‘grow’ exponentially,
and PCs will becomeiindistinguishable "E-om‘ televisions—(liat :th,et‘e wi-ll‘l'>ie, 'in~industry ‘lingo, convergence; The first
predietion. obviously‘-has come true (nice crys_tal_-ball gazing, ‘Gordon Moor_‘e!_),;'a’nd‘the‘ second-—w.ell, ‘consumers. aren'.t
exactly firing off e-mail from their TV ‘sets. ' ' ‘ '

-So. what‘ are Michael Dell an'd"Carly Fiorina doing‘ hawking flat-screen TAVs-‘Z And. why, while we're at-it, is‘ Fio‘r-‘in’a‘
wavingiaround an ‘iPod at the- Consumer Electronies Show? iI'Il.ll'l'IS. out that afier a generation A-of'hy'pe,. convergence has
actually become real--and,Aover the next few years, it's goingto-b‘e huge, ifa little different fiom what we oneepimag-.
incd.‘Con_sun_1crs may notzlikefto -watch movies on their.1PGs, but they love.listeri'i_ng to music on tliem."l7hey may not-
like 'to.sen& eémailfrom tlte'ir~'couch, but they love having a PC--‘known as a di‘gitalsvideorecorder-vattachetl. to‘ the TV
to automatically record all t;heir_fayorit‘e_.sh0w's; Arid while they won't.buy an old-fashioned TV from Bell or HP, when

. it cornes to flates'_c_i:.e'en TVs, they have n'o.prob'|em at all.

Why-is convergence happening now, afteiiall these years? 'l‘h'ank‘th_e'i;heap flat screens and har_ti‘<‘lr-ives, easy _
-br'oadb‘and.a‘ccess, aridrsimplified ho’me'—;net-w_ork sétll.P~ Today, har-fiédrive storage--the guts of an ,iPod or -DVI:_{.—cos_ts
lessthan -S 1-2: gigabyte, down from $20 a gigabyte in 199.9. Flat-screen TVs'tha_t eost $ 10,000 a few years ago "now
goes for less than 3; i‘,ooo. . » ' - - '

For.P_C makers,'vit's also -good business. Prices and‘ margins for <;'o‘mputets~ keep-falling; gross margins in $It_>l'I'S_lI'm6.l'
elect_ronic-sare twice those in the PC world. And now that,th'e'music and-moviesyconsumeis _play.‘o‘n’ —those-systems ‘are

“ the same zeros and ones that arethe foundation of PCs, there-is little.co_nve_i_'sion',cost. V

_ The.-only §:l_ea_r.winner in this new world. is Apple, which has leveraged its co'mp'uter‘_ platfonn to make it easy and
‘fashionable ‘forveonsumers; to- get -with the digit‘al~rnu-si<':'.age. '-Apple to._day sells almost as emany‘-il?ods3pc_r quarter _as it ‘-
-does Macs. -‘Mierosolt-wants in on this business-badly, but as '1,-(I?.‘s decision to shit! -loyalty to Apple illustrates, Mi-_
crosoft doesn't have. much leverage just now. The other company to watch oaier the.n'ext‘fev_v years is Sony. It misplayed
the ‘convergence game but ‘is redoublihg-efforts to make its PC, ‘consumer clcclxonics, gaming, and eritertainmentdivi-
sions play together. Whoever wins the iheansand minds of.'consumers, one thing's clear: The eye.-‘rolling over_co'n‘ver-
gence can "stop rightnow. -I-‘.V. ‘ ‘

' BOX STORY:

COMPANIES TO WATCH.

playing. .

-Gracenote (private) The fin11's massive CD-info database makes it a top partner for anyone "getting into digital -
musie. ‘

-«Apple (AAPL, S 24) The only computer company that knows how to make products- that people don't. mind _.dis- ‘
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ABSTRACT; Agpla says that from October 2003 through Degamher 2003, it soid
'730,0QD iPods — enough to give it a 31% share of the HP3—p1ayer markat._But
-as the i?od’s.capaeity has.q:cwn, folks with modestly sized.music libranies
have had less reason to sing tr .device's praises. Users without thousands
95 songs to stcse have little need for all that spacg. Faced with this

‘grcblem. Aggie came uy with a small solution — the iPod miai,,Basi;ally a
Slimmer vegsien cf the_iPod in_a more colorful package, the.iEed mini
rounés out App1e’5 digital-musicgplayer offerings. while the-reggiar ivpd
is about as big as a deck of cards, the iPqd min; is the size of a business
card, The iaod-mini comes in siiyer, gold, green, pink. I blue,-an an
_anQdized_aiuminum case that resists stains and scrapches- The featura

that’s real1'~got people talking about Applefs miniatpxe music player is
ita $249_pr;¢¢.

TEXT: ifigfl HIKE, iLI?E '04 EXPAED APPLE"S DEGITAL H03

WLTE A.mIx OF EOWERFUL hardware and innovative.ap91icatLo§s, the Hac has
firnilxr e—st—ablisI1e.c‘t itse-1.1:‘ at the a.e.n.te..r. _o-g our dz-igi-"gal lives. Gm‘; a_ digital
camera? ifhoto can impozt, organi:e,_edit, and ghare all your images, Been
v;§eotapigg birthdays and vacations on your DV Qamcprfiex? use iuovie ta
edit ypur footage .to a home movLe,_and than burn your m9vie_onto a disc
with ipvn. Nflw, thanks :9 a spate of new-products, A9ple's ¢igital'hub is
extending its reach. A-slimmeddown versienzof the iadd has the potential :9
enlarge the music player's appeal, whL1e the i§i£e '04 suite includes

updates to thnee popular ieapps and incgodqqes an entirely new program that
puts music creation at your fingertips. He£e‘S a closer look at 3pp1e’s
lategt hardwage and software~these products promise-to make yqgr digitai
.hub the p1ace=tQ be, ‘ -

 

A LETTLE MUSIC

B¥4?HIDIP‘MIQfiABLS

Bap singers should enyy the way the ifiod has rocketed :9 the top of-the
cnatts.‘The gprpable music pldyer debuted with a.spl3sh-morg ghan two;year$
.ggo, and the hits haveikgpt on coming ever since. Apgle says that item
October 2003 through December 2DU3, it Sold 730,D00,iPods—enough to.giva.it
a 31 percent share of the MP 34pl¢ye; maxkeu, '

But as the iPefi's capacity has grown-the smallqst mode; new has 1593 of
stqxage+£o1k$ with modestLy sized music libraries have had less reasan to
»sing the deyiae's praises. Users wgthout thousands of songs to store have
.iitt1e need for all that space.

.Faced with this big probLem,'App1e.came up with a small so;ution—the_iPod
mini, Bgsically a slimmer version of the iPod in a mgre colorful gackage,
the 1204 mini rpunds out Apple‘s.digital-music—playe: ofiierinqs {see "iP6d
.Playlist"). More importantly, anyone looking for a lowgrscapacity music
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player now has an nation that not only features Apple 5 stylish design but
agso seamlessly integrates with the LTunes jukebox software.

 

Mini to the Max

while the regular i?ud is about as big as a deck of cards, the iPod m‘ni is
the size oi a business card. The smaller iPod is 3-6 by 2.0 inches,
compared with the 4-1-hy—2.4-inch dimensions of its larger sibling.

To shrink the music player into such a small package, Apple's designers
made some ehanges to the face of the iPo¢. Bpttpns found above the scroll
wheel en the oniginal-iPod have moved‘Qnto the iPod mini's wheel itself.
Xou can scroll through your iPod mini's‘mnsig 1ibra:y_wich the touch of a
finger; click on the scroll wheel's menu, play/pause, fast—£orward, and
.rewind buhbaqs to access those fucgtions,

Ehe zest of the iPod.package.is upehanged. The irod mini retains'the'floid
_switch,_remote part, and headphone jadk on its top side. The EireWire—USB
2.0 connector on the bottom is also the same, so most accessories that work
with the regular ivod yill also work with the iPbd mini. (Two notable
exceptions are the Belkin voice.Recqrde: and Beikin Media Reader, which
gene introduced Last Eall. They aren't supperteé by the £999 mini's
sQ£tware.)>

The Color of Mgsic

Apple is eLso.injectifig spme cclqr into-the irod line-five colors to be
exact. Qhe iPod mini comes in siLver,.gq1d, green, pink, or hlue,_on an
anodized aluminum case that resists_stains-and scgatehes.

The iPod mini‘s screen resists scratcfies, too.jrc%s recessed in the case,
50 if YDD Set ihe.iEod facedown on your desk, the screen never touches the
surface, Priced.at*$z49, the iPpd mini;costs.$5O less than the least
expensive iPod Lsee "Music Player for a Song?”}. But Apple is gambling they
the combination of form-and features is enough fior another numbereonelhit,

1\_5US‘IC ':‘L25.‘x'ER FOR A .S_DNG?

Ferget the iPpd miniis compact size and its assortment of cologs, The
feature that's realLy ggt peggle-talking about Apple's miniature music
pLaxer is.its $249 price. Anq the chatter hesnflt exactly been enthusiastic.

when.5PPle unveiied the irud mini, it positioned the;slLmmed-down iEod asza
riual'Eo:.small, £1ashebased;music players. Apple CEO Steve Jobs eqmpanes
the-493 iP°d=@ifli $9 S9nicBlue‘s 255MB Rio-Chiba and Rio Cali, While-those
‘$199,d8YiceS cast less than the new iPod'mini, they also hold far‘less
music than the 1.000 songs Apple‘: smaller-music player can store.-"That*s

. .

-the best 550 you'll eve; spend,” Jbbs said at Januasy‘s.Macwor1d Expo.

ant critics_Qf the iPod mini's price argue that for another $50, iPod users
can get even_more storage-15GB worth, new that.Apple has upped the capacity
of its $2Q9‘iPod. wh;;e paying $249 tor 3.168 more storage than you get
=f{Qm a $199 flashbased player may.be a good deal, some analysts and Mac
users contend that gaying S289 fibr licg more sounds even better.
flf course, a comparable music pLayer—the Rio Nitrus 4BB—a1so sells for
$249. and Stan mg; Apple's senior.praduct maaeger for the $995 line,
believes that the ifiod mini will-appeal-tp different users. some will
_app;eQiate its colorful look and portability, while other5—who don't have
anywhere near 1538 of music~wiLl»iind the iPod mini 5 smaller cagacity
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pzuvides more than enough storage.

Besides, Ng adds. the iPod xaleased by Apple in 2001 offe'"
storage, and it cast $399. “And peaple thought that wasn'
.well,” he says.

POD PARTNERS

4 A - iP0fi want cross—platform. Now it‘s going ccoss—cQmpany. Apple has
‘nah a seal with fiew1ett—Packard, which will deliver digitaL~music

; based on the iPod but said under fine HP brand mama. (Deteils—such

9 product name and ptige—weren't available at press time,) As part cf
the deal, HP wiil also inciude the Windows version of iTune$-an its
Pavi;i9n, Media Center, and Compaq Presario desktops.and laptops. As of

Degember 2003, the i2od_enjoyed the biggest Shane cf MP3—player_saLes in
-the world, and Apple's dealings-with H? make it clear that the company
intends to keep things that way,

U!'..Jfr_)-‘M inrt'1 h'<.w:1’(0(Jc‘'‘ . wW
2'7(9

SMAEL DEVICE, BEG ACCESSORIES

so what wi;l $2¢9 buy you these days, besides 4GB wotth of sbprage in an
anedized aluminum case? The izod-mini ships-with earbud;headphon¢s, an Ac
adapter, and canles_for'FizéWire and U53 Zgfi. The-music player also ships

witfi its own bait clip, Optional accessories inc1ude'tha $39 dock for
Charging and synchronizing the device, and Apple‘s new $39 in—ga:
headphones. i?od mini users on the move should be interesged in the

.optional $29 neognene armband, fior holdipg the music player in place while
you re working out at the gym.

iPOD PLAXLIST

with the addition of the iPod mini, Apple now oifiers four
di§ita1—music~play2r nqnfiigurations.

IE MY GARAGE

BY JONATHAN SEFF

imunes has_made lismening-to, burning, and buying music_a part oi the
digital liiestyle of Mac gsega, But something h§s‘heep miasing from Apple's
:musica1 equation~mu$ic creat;9p, We have the $139 Soundtrack and the S699
hogic Platinum. but the-iarmer relies on sound loops to create background
masic,~whi1e the latter is,a pnofessional-Level—and;comp1iQated—audiU and
.MIDI 1Hgsic41 Insmrument Qigital Interfage) mu§;c~creation apglication.

sgmewhere between the extremes of Soundtrack and Logic lias.GarageBand;~thg
latest addition to Appleis family of iLi£e apps, it*s included in the iLife

'04 suite, with Ganagezand, yqn can layer prerecorded loops, play software
instruments-via a HID; kgybpard, and recgrd live instrumentswall in one
=project. '

LOGPS

Anypne who has seen Soundtgack gwhich comes as part of Final Cut Pto 4 or
can be purchased segaratelyj will be familiar with the cqncep; of
1oops~short,~prereca:ded sounds designed to repeat ior as.1ong as needed.

Apple includes more~tHan x,90D logps in the Apple Loop format, the same
format used in $ogndt:ack.'In fact, many of GarageBand's loops ccme'from
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 Soundtrack-why ships with more than 4,003 loops on two EVD disr=-while

other loops have heen created specifically fior GarageBand. All are
royalLy—free, so you cen use them to create music that belongs to you.
Loops are easily acceasible via the Loop browser, and they‘re organized by
instrument (mandolin, organ, acoustic guitar, and trombone, £0: example),
mood (distorted, cheerful, grooving, and processed), and genre (arehestrai,

rock/blues, and cinematic). Clicking on a button brings up a list of Loops,
presenting you with the loopfs name, tempo, key, and number ofi beets-per
loop. You can also type in the name of your desired loop via a Search box
similar to tee one in iTunes, Safari, M311, and other Apple apps.

 

Oops you find the loop you want, you can drag and drop it.into
Garage~Band's main window to create a new track. want to lengthen or
.shorten the loop? Ciick and drag the loop in the timeline until it-reaches

the desired length, As you add other loops, Garageaand will adjust-the
tempp,_key, and beats so everything-matches. (Loogs with green icons are
‘MIDi.geaerated, while those with bkue icons are recordings of actual
perfiormances.)

If the included Loops aren“t enough, several third—party sound companies
have started selling Apple Loop libraries that you can add Lo GarageBand
(not so mention a9ple“s own $99 GarageBand Jam Peck, which.has 2,009 more
1oops)..Acid Loop;~a popd1ar.Eormat in the PC wor1d+won’t work di:ectLy
with Garageaand. However, you can use-the soundtrack Loop Utility-part of
the Apple Loops SDK~tO convert them cvisgt httg://develo9er.app1é.Cdm).~
:sor'rs~na1zr .IbIS'1‘Rl;IME.‘1§'1‘_S "

Ir the-thought of making music.eppep1s :0 you, you';1 grobably want fio do
more than just fiddle with somaoée e1se’s loepe. Garagefiana oblige? You by
giving you access to virtual instrnments~or Software Instruments} as Apple
dubs themafor your own pereonal jam session.

with Software Instruments, you can “play” more phan Sfl diffierent
.iustrumeats that exist only as software code-within the application.
Garageaand includes an on-screen keyboard you can use to enter notes and

chords, but to get the most qut of GerageBand‘s $oftware.Instruments,
you'll need to odd a MIDI or USE keyboard. Connected :9 your Mac, these
-keyboards let you play and.record.more~complex arrangeméhts oi piano. horn,
.drum,-string, and choir sounds (to game just a few).

.I_r_Ist-ruments :.5u,C.h as these can. sell fax: hundreds of dollars apiece. Apple
says-that sofewara ;nstruments produce the same high—guaLity fiounds as
other virtual instrument prgducfis dO:fiQI example, a guitar sounds like a
:eal.guitar4hut have fiewer parameters that users can control.

when dpesnft mean you need to take sounds as they come.=GarageBand has more
-Ehan:200 effects presets éorjadjusting compression, equaiizatiqn, echo,
neverheration, and more, By combining differen; effecps,-you can create
eustQm_sdunds and save them.

LIVE:RBc0RDING

efter Layering loops and generating sounds with Software Instruments, the
third leg.o£‘GarageBand is live instrument recording.

WneLher.you play an instrument, such ae.an electric guitar or a bass, or
-sing vocals, you can record your ;lve~audio as ;racks into Garagefiand. The
application has preset effects {or effect combinations-for examp2e, Bright
Bass, Female Basic, and Crunchy Drums=settings. when it comes :0 playing a
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guitar, Garageaand includes several vintage amplifier sounds—with one of

these chosen, playing a guitar through GarageBand will sound as if you were
playing through a classic guitar amp.

Just as with loops and Software Instruments, you can record different live
tracks in Garagefland, one at a time (rhythm and lead guitar parts, for
instance). Your Mac's speed and your hard drive determine how many tracks
you.can play back at once.

_Band Together GarageDand,adds_music creation to the iLi£e suite‘; bag of
-urifiks- The grcgram lets you blend prerecorded loops, virtnal instrgments,
and recordings of vocals and instruments, to profluce songs that you oan
‘bu:n=to a CD or gomgress to HPB or_AAc format.

GETKIRG GQNHECTBD

.To'connegt an electric guitar (or a grofessional mike, fior that-matter),
you'll need additional hardware. Apple sells the $19 Monster Instrument
adaptor, which-converts a guitar's éeipgh plug to a standard 1I8—inch
minijack plug that you gonnect‘to your Mac's analog ayfiio-in port (although
YQU Cafl-9i¢k F? 3 Similar adapter 5; your local.electronics store for legs
than $5). A991; says this is all you~geeg to go; guitar squad into A Mac,
but for optimal sound levels and qoallty, you may~went to consider 3
preamplifier such as M—Audio‘s~$I80 MobIePre USB (shown here3.

am: pom:

After you have all the-trapks you gent, you can iweak both volume and

panning (left to right) settings by track, add and change effiecrs, and"
;mbre,'£n_al1, you can layer 64 instrument-tracks, aad even more for digitalauéio. '

when you're happy'wi£h your results, select File: Export to iTunes.
Gerageaand will-mix.al1 your traoks qoyn to a‘2~track (stereo), 16-bit,
44.lkEz AIFF file-a full CD—qua1ity song. Then garegeeandiwill send that
file to iwnnes, and you-can compress it to MP3 0: AAC format to put Q3 ypur
iPo§ or may site, or keep it in full quality to burn to a CD.

i‘M WITH TKE BAND

Garagefiand jqins Apple”s ibife suite-now dubbed.iLile “O4 and featuring
pgdgfies of iDVD,,iMovie, and irhoro, as well as the latest version 0%
iTunes. The suite ships on all new Macs and is also available as a $49
boxed set. Unlike the other lbife programs, lmuneszremains a free_downlpad
gflac and Windows versions).

;GarageBand

‘Jam Pack

gore Instruments, Loops, aad_Effects for Garageaand

All of Gara9eBand's Loops and instruments should keep you_ousy for a-while,
_but for when you want even more choices, several add4on options have
~¢$erged. Apple has the $99:GarageBand Jam Pack. This add-eu.contains more
-than 2,900 additional Apple Loops, another hundred or so Software
Instruments, 105-plus more eifiecré presets, and 15.more guitar~amp
'SettingS..Although you can use any MID: keyboard with Garageaand, Apple
sells n—Audio's $99 Keystation 49a and Ediro1's $199 PCR—30,=two USE
.keyboards, as accessories at the.online Apple Store. And since the built—in
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sound output on your Mac probably a won’t be good enough £0: you when
playing and recording music, consider purchasing a good pair of headphones
or computer speakers.

iHOVIE'S IATEST BDITS

BY JASON SNELL

As far as sequels go, inovie 3 was a disappointing follow—up to its

predecessors. aast year's update to Apple‘s consumer video-editing program
offered tqns~of interface and behindethegscenes~¢henges. ant after
discovering that ifiovie 3 ran much slower, many people stuck-yith imovie 2.
New with iMovie‘4, Apple has not Qnly added more features but also

addressed Lmcvie 3”s biggest problemaspeed. The updated app is part of the
$49 ihifie 'O4:suite: it‘s nu.longer available-as a free download.

Director's cut iaovie 4's editing enhancements include the ability t0 trim
ciips in tha‘timeline. ' '

ifiovie 4'3 incenface is much more responsive than version 3'5. video‘starts
glaying a1m9st_immedia;ely afiter you ciick-on the play'button—iMovie 3 fins:
couldn't do this, But App1e9s engineers'have,aI$o popped up the sendering
of titles, effects, and cr4nsition§. so you won’t have no-wait as long to
see if a crossedissolve-effect is realiy in the right place,

ifioyie 4 alao includes several new features designed.to speed up your
.wo:kEiow. You can now select multiple, noncontiguous clips in the timeline.
sgy_you decide that all the transitions in your project need to be
one~second—1ong cross—disso1ves. You can noy.seiéct them all and change the
.CIO5Srdi§SO1VG Length in iMovie's Transitions panel; the program will
reerender every tragsitipn with the new settings.

The new Bookmarks menu allows you to mark key spots in_your project and

'then'move between them with a keystroke. In a similar £ime~$avingj£ashion,
fine View menu new letszyou quickly move the Timeline_or.Clip Vieqez-to the
current lugation qf the plgyhead, saving you the troub1e_of scrolling
through the viewer.co figure-gut jus; what yop’ne'looking ax,

;Editing Made Easier

You can edit clips just-as;yog“ve always done in ifiovie. But the new Direct
‘Trimming feature lets you shorten clips direptly in the timeline.

when ygu first enter iMovie’s:Time1ine view, yo§'1i see a subtig
:chapge~untrimmefi clips have slightly rounded edges, while trimmed-clips are
-perfectiy rectqngular. when you click on the edge 9f:a clip and drag it,
~y0u automatically trim the clip..iMovie‘s main win» dow 5how§ you just what
~video you*re gemquinq. xou can also drag.out b1ank.space in ;he timeiine to
use flor inserting other material, such as a Color clipea new fieature in
.iHovie that.1ets you insert a blenk.clip of any solid color, for use with
t:ansitions.o£ titling.

Productivezchanges

iMovie.§_fieatu£es numerogs other improvements that can bolster editing‘
p:Q@uGti2iby4‘B:ess the option key while you‘£e clicking in the timeline,
.and you can drag the playhead back and fiorth while listening to-your
project's audio—a great way to make sure your soundtrack and.yideo are
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synced prcperly.

 
 

This version also provides direct support for Apple's isiqht video car
so you can capture video Ezum the isight directly within imovie. The 2
‘Shane command provides expanded exporting options, including the ab:
automatically compress and e—mail movies, publish them to the web via

.Hac‘s HoaePaqe feature, 0: even send~them to a Bluétoothvenabled portable
device.

I inv-0 4:. z-LATUHE. mam-u-:5

iDVD‘s assortment of prebuilt themes1whigh'proyide attractive menu designs
for DVD projects—is arguably the p:oqram‘s biggest asset. so whiLe-iDVD A
introduces several new features, its most important addition is its 20 new
themes. The program_now features more than 40 high-quality templates for
your DVD projects.

Beyond themes, though, are several other refinements that can make

iDVD—built discs more closely resemble Hollywood productions. You can now
create a movie that plays when someone inserts your disc, maxing_it just
like commercial DVDS that feature the FBI and_Interpo1 warnings.
iDVD can also build video transitions between your menus, so you.can mové
from one menu to anothsr with the flip of a page or-the twist af.a cube,
for example, (Those dynamic, K@Y“0t¢~fitz1e transitions axe also available
in iDYD's Slideshnw feature, adding some wgziety to the simple
cross-dissolve feature ofi iDVD 3’s slide shows,)

iDVD‘s new Map-button lets you view the structure of your disc gs a
flowchart, which is quite useful for large, complicated projects. Anyone
facing hardware 1im— itations will especially appreciate iDVD.4'2 save As
Axchive command, which, fior the first time, lets the pro— gram nun Gn‘Macs
-without supernrives. you can build your DVD project-on any iLi§¢acompatibie
Mac, choose Save Rs Archive, and transfer the resulting archive file to.a
Supernrive-equipped Mac for burning- You caa also now fit more on one disc.

Using the same MPEG-2 compression engine used in Apple's nvp studio 92¢,
iDVD 4 can fit two hours of video onna disc. (I; you dog‘: have a'Lpt of
video, you can opt for higher—quality compxession-thgt can fit as much as
one hour on a disc.) '

.FUB3H‘EH0TOGRAPHY

BY KELLY LUHSFORD

'Two.years.ond several thousand photographs after i?hoto“s fiebut, Ayplefis

image viewer is experiencing growing pct,1—iu*s.- These days. you may .spe.n—d as
much time waiting for iPhoto to ogtgh-up-to commands as you do showing qfif
Ehotqse

So the fact-that Apple has addressed these speed issues in iPhoto 4 should
come as a relief to avid ifihoto users. (As yith iuovie 4, this version of
iPhoto aQmes_only as part of the iLife ‘04 suite, not as a free download.)
'Tne update makes i?hoto mane responsive-when sc:o11ing, dragging, ang
:esizing,.but it also cffgrs a host af organizational tools that simplify
the process of finding photos.

Find Photos Faster

consider the dilemma of the iPhoto Libcary, a repositoyy that displays
every image ever imported into iRhote. To find a recently taken photo in
version 3.-you had to scroll past every_image that surzounded it—a tedious
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task, even with iPhotc's souped—up scrolling performance.

In iPhoto 4, however, Apple has made it much easier to find the photos you
want. To quickly find a photo you took last year, you can click on a small
disclosure triangle next to your Photo Library to see a new collection of
photo a;bums.organized by year, Each_a1bum contains only photos taken
during these 12 months. Every time you import a new roll, iPhoto
automatically adds the photos to the appropriate folder, keeping—everything
np~to-date.

f you want to see your most—;ecent photos, you can still click on the Lean

“all menu Ltem to view them or use the new Last 12 Months option to View
everything-taken in the past year. If these setting; are too broad or too
narrow, you can.adjust them in iPhoto‘s preference paneL

Ur’!

Adapted from iTunes

-Qf course. sometimes you went to find Qhotos featuring specific events,
people, or other characteristics. iPhoto offers help in the form of Smart
Albums,-a feature-similar to the Smart Playlists in iTunes.

Smart Albums automatically organizes phages into groups according to

c f.erie you specify- Say you wanted to create.an album eonfiaining all your
family photographs. Eon could set up a.Smart Album that eutomecically
included any phone wieh the keyword family. You could further narrow down
the collection by eetting cxifieria such as dates,-comments, file.names,
~ro1ls, titles, assigned albums, or iPh9tp 4‘§ new gaging syStem%another
feature taken from iTunes~which lets you identify'your fayoxite photos by
applylng as many as fine stars. Once you've oreated.e smart filbum, ifihoto
will automaticelly add any future photos that match its criteria to.it.

  

‘A thizd iiupes feature that made ixs way into ifihoto is Rendezvous
infiegxetion, new you can use Apple's zero—configuratLonznetvorking
technology-to sfiate-your entire photo library or selected albums across a
network. You can passwordaproteot shared albums to control who sees what.
There's one key difference,£rom iTunesY.Rendegvous implementation, however:

downloading photos ftom a shared album is simply a matter of dragging the
:photo to your own library-

Pigk e Qate By showing photos taken during a specified year, iPhoto.4 helps
‘you'$ort through you; Libpapy faster.

mhe Bong I5 Not the same

Otheg improvements tp ifihoto 4_in¢1ude new slide—sh9w transitions and

tighter integration with irunes. Older versions Qi’iPh0t0:l§t you select a
lsingle song-to play over slide shows-meaning that the seme~song'vo¢ld play
.over and over again as you eycled through photos. Now you can select entire
ifunes pleylists for greate; musical vaziety. A
.with the speed improvements in irhoto 9, though, jyst make_sure you pick an
up—tempo sang.

EINAL_CUT-EXPRESS 2

inovie 4-may-add welcome features such as improved tgimming end enhanced
titles.-but.it remains an entryaleve1~editing grogram, Video editors
looking iot more-power-without_Fina1 Cut Pro 4‘$ $999 pricesshould be
-pleased with Final cup Express 2, the latest update to AppLeEs=mid1evel
video editor. '
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Based on the Final Cut Pro a code, the new version of Finei.Cut Express
($299; upgrade, $99) has many of the same features as its more xobust
sibling. The biggest addition is RT Extreme. the same realetime
archizecture that's in Final Cut Fro. It provides more effects,
transitions, and simultaneous layers in real time, without the need to
render.

Real—time benefits even carry over to audio volume and filter adjustments.
Additionally, aha new version has other audio improvements such as
automated audio keyframe recording and support_for Apple’s Audio Units
pLug—in format. ‘

Another welcome prowlevel feature is Final cut Express 2'5 abi1ity'Lo
capture £oo:age.across time—code bneaks, helping users save time by
capturing footage in one automated session. There's also tighter
integration with_other apps, in the form of scoring-marker export for
sounétzack, chapter—marker export fior invp and DVD Studio Pro,.and

compressionemarker export fox Compressor.—JONATHAN 52??

THIS Is THE EuLL~rEXT. Cogyright I96 Communications/Peterborcugh-Mar 2004

Apple Law Librazy Segtember 15, 2006
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,'H.E"A"DLl_l-‘{E§_ iPod ‘World

‘BYL-_lNE: By. Steven Levy; With Brad Stone'.i'n_San Francisco, Sonia Kolesnikov-iessop in Singapore,'Tara‘ Pepper in
London, :Dana- Thomas ‘in Paris, Kay Itoi in “Tokyo.-and burcattrepons

HIGHLIGHT: . p _
in just three years, Apple's adorable mini music player has :gor_ie=frofrn--_gizino to life-chartg.ing_cul'tural icjon

BODY":-

Stev__'e Jobs noticed ‘something -earlier this year-in Ncw_York=Ci€y. "'1 was on Madison," says Apple's CEO, "and it
was,'_like, on every block, there was someone -with whiteheadphortcs, and i’tho‘u'gh_t,-"Oh, my..God, it's starting to hap-
p_en‘." 1J'o_nat_h_an Ive, the company's design guru,'had‘a similar experience in London: "On the streets and coining» out of
‘the Tube,‘.you-'d see_people fiddling with it." And Victor Katch, _a 59-year-old professor of kinesiology _at- the University
ofMichigan, saw it in Ann Arbor. "When you walk across earnpus, the ratio seems as high as two~out‘.ofthree people,"
he says. ' » ' ' ' '

They're talking about the sudden ubiquity‘ of the iPod, .the cjga're‘tte~l),oi_t-size digital rnu’sjc“._pla‘yer (and its ‘coiorful
credit-card-size little sister, the:Mini) thatfs.-smacked right into the-sweet spot'wlie‘re a=_consurner product becomes: some-
thingamuch, much-more_:~an icon, ape; astatus indicator and ‘an’ indispensable partof one'_s life.fl‘o 3 m‘ill_ion~p]us Owflf
ers, il’ods give not only constant access to their entire collection ofsongsand CD5 but membership ijntoian implicit so-
ciety tliatfs -transforming the way music will be consumed in thefuture: ’-‘When r'ny~student's seexrne-.on'carnpus -with_’my-
iP'od,'they smile,“ ‘says ‘Professor Katch, whose unit. stores everyth_i'ngfrom Mozarttto Dean.Mar.1in. ‘Its sort ofa .bond'—
ingf." 7 - i - _

The glue for the bond is 'a_tiny, limited-fiinction,compu_ter with a.capa_'cioiis-disk drive, decked in white. plastic and
‘loaded 'w-ith.some’t.hing‘that- until-:very-ieoently was the province‘ ofultrageeks and music pirates: digital ljiles thatplay
back as songs. Apple wasnlt the fi'rst.compai1y to‘ come olutfwith a player", but the earIier‘o'nes were either fo.w-capacity _

‘ toys tha't~‘played the same-_few songs or’ brick-size beasts with impenetrable -controls, Not ‘only’ is‘Apple's‘ device power-
ful and easy -to use, but it hasan incandescent style that _makes_ peoplego nuts ‘about it‘. Some, like 44-year-old Tokyo
‘electronics executive Katsuyuki ICanerna,.take their iPod everywhere, even the bathtub; (He doesn't; need to‘ worry about
changing CD5 with wet -hands.) "It's the ultimate relaxation-;" he says,

Adding to the appeal is the cachet of A—list approbation. '-'1 love it!“ say-s'so‘ngwrit_er Denise Rich. "I‘ have my whole
catalog on it, and I take it everywhere." She is only one voice in a chorus ofcelebrity Podsters who sing the same
praises voiced by ordinary iPod: users, Lbutadd 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 ofithe century." Gwyneth Paltrow confided
her Pod love to Vogue (her new baby is named Apple-¢coin‘cidence?). 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 0.C.," that
fixture depictionsofmusic players -would have to forgo the telltale-‘white ear buds. Schwartz,-himself a’ 27-year-old who
still‘hasn-'t recovered from the shock ofhaving his unit stolen fi-om. his BMW, was outraged. "it's what our audienceuses
and what our characters would use," he says. . -

People ‘who actually create music are among the biggest fans: "The layout reminds the musician of music," says _
tunester John Mayer. And couture maven Karl Lagerfelds iPod collection is up to 60, coded in the back by laser etching
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so he cantell what's on=them. Lagerfe_td's tribute to the iPod is a $l,50l) Fendi-pink copper ‘rectangular purse that holds
- l2 iPods. It is one of-more than‘ 200 third-party accessories ranging from external speakers to microphones and--fasten
your seat belt—-a’ special connector that lets you control your iPod,fi'om the steering wheel of a BMWI

Music hits people‘s’emotio.ns, and buying, something: that opens up one's -entire music collection»-up to 10,000 songs
in your pocket—makes for an intenserelationship.'iPod users ofien obsess, talking incessantly about playlists-and se-
gues,‘grumbling aboutglitches, fixating on battery life and panicking at the thought of losing theirdigitalr friend. "lt's’as
much a parrot‘my life .as eating and drinking," says Shanmugam Senthivel, 28, a Singapore -systems analyst. Fans of the
device use it for more than music. "It's-the limousine forthe spoken word," says Audible CEO. Don Katz, whose digital-
audiobook company has been revitalized by having its products on Apple's i-Tunes store. (Podsters downloaded thou-
sands of copies of Bill =Clinton's autobiography within minutes of its 3 a.m.'rel_ease last month.) And computer users

‘ have discovered that its vast storage space makes it a useful vault for-huge digital files: the makers of the "Lord of the

Rings" movies used.iPo_ds to shuttle dailies ,fifo‘rn the set to the studio. Thousands of less accomplished shutterbugs store
digital photos "on them. i '

iPods aren't conspicuous 'everywh,er.e'—,their«popularity seems ‘centered onjcollege towns" and’ big cities from London
to -Lqs Angeles--but so.metimes”it seerrisjthat v'_v"a'y, E.'arlier this yearduring the Apple vs. Apple case; wherein the Beatles
‘record company is suing the cornputer"flrni5b'n atrademark issue-, the judge-wondered ifjie should recuse himself-
because he is an .-avid iPod- us_er._ (J'he- litigants _had -no-objeétion to his staying zen.) A report from London‘-based Infonna
Media, -released last-week, prcd-i_cts'that.riio‘re than -2.l_-‘million ‘mobile music playerswiillibe i’n'use:around=-the world by
the end "of this year, a-quarter-ofthem il’.ods. ‘ -

.ln -1-"997, when Stevelobs returned to the then s1rugg_ling.c0mpany'lie had éofbunded; ‘he s.ays,,th‘ere were no plans
fora music initiative. ln =fa_ct, he says, there wasn'ta plan for anyth_ing.."‘Ot'_:r-goal was to revitalize and‘ get organized,
and if there: were opportunities weid see them;3"'h'e. says. "We.just-ha‘d‘to_he‘rea‘dy to catch the ball when it's thrown by
'-life.-‘' After some painful pink-‘slipping-and some-joyousinnovatinggthe company was solvent.

But in the flurry, Jobs

GRAPHIC: GARAPI-[IC(textIcharts/graphs): The New Musical -Icon"; .f\pp[e's _port_'alileh.'aS‘ linvigoiated the cor‘npany's
profits, and is‘ changing the-way p'eople'bAuy'-and store-music. Theil’-fod«eft_'ect: (graphic omitted):PHA0TO:- The New
iPod: Fea',tures; Circular tou_chpa'd;for~easier scrolling: shuffle withjustone click; Price: Top-of-the-.line model now
$399, _a-‘$'l0l‘l cut; ‘Play: A 50% boost in battery life.witho_ut more weight; Color. -Despite-‘the. rurnors, still as pure as‘ the
driven snow ' i ‘ - ’

LGA D—'DA'[‘~E: July 29, 2004
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HEADLINES Rock-and scroll; .»the<itev_'v. Click Wheel‘-iPod .rules the digital music world;_Co'ver §tdry-

BYLINE: Seff, Jonathan

BODY:

Since its ;in_troduction.,nearly three years ago, the iPod has pulled off an amazing feat tlia'tgocs'b'eyond -squeezing‘
. the contents of several shelves-of CDs.-into.yo‘u’r pocket.'The portable ._music player has helped ttanst'ortn_ ;Apple~‘~.from a
computer company serving aloyal ‘(but- relatively_. small) contingent oFusers,',to the wor|c_|‘s chief purveyorof legaldigi-'
tal_music«and digital -mu’sicAdevi_ccs. ;Apple hopes to keep the n_tusic"pla_ying with the latest versions ofithe iPod--this
generation ‘incorporates hardware ‘and sonwate changes that alter the device‘: look and feel. - ’

‘Hardware Happenings. I

‘Like’ previous updates, the fourth-generation'il?od is inotably di'fferent.fron'1 earlier ‘editions, -b_ot_h'_on“the inside and
on.the outside. ‘ ' ' ' ‘

_ Clic_k'an'd Roll Apple-faced a.sign'ificanf design challenge when it .assem_bled the‘ slim iPod,ni'ini--li'tt:iti_g all the con-
'trols‘ant"l fiinctionality of the original iPot_l's-,'rnanual1in_terface on a diminutive version of the music‘-..p,la;'y,e_r-. Bomof nc- ’
cessity, tbe‘.iPod mini's Apple Clicl_<W_hee_linow a‘ home on the full-size i‘Pod (see "iPod Close-up_“).. ’

[ll.LUSTRATlON OMITTED)" _

.[ILLUSTRATlON Ol_vll'I'_I'ED1- - ,

‘in form and function; the. Click Wheel is'v_ery:similar to the ring of buttons that surrounded the scroll wheels of the
first-and second-genetaftion -iPods'. Gone is diehorizontal _row of four touch-sensitive buttons introduced _in_‘Apri| .2003.
"Its departure will be welcome news to ‘iPod users who complained that _thc:four buttonswere tooeasy to touch .aceiden.—

’ tally and too unwieldy to operate on -purpose:--as well as to people who postponed buyingga new 'il?od=ft'zr‘t_hat reason.
(Even so, Apple sold more than 860,000 i_Pods and iPod minis fiom April to It’mc'2001i'-buttons and ‘£311-abrittging total
-iPo‘d 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‘,
menus, se_tti_t_xgs,'and the~lil<'e', as well as a:sct.of'buttons._Ne)_tt[F.orward, Play/Pause, P_reviousI.B_ael’<, and. Menu controls
‘are on the edge of the wheel, at the three, six, nine, and twelve o'clock ‘positions,’ respectii/_ely;, a slight push. on thewheel
-at those positions acts like a button cliclt. Those clicks let you controlplayback and navigate the iPo_d'_s interface. You
make selections by clicking a button inthe center of the Click Wheel. (You do have to physically push down ‘this but-.

. ton-:-.-it's not touch-sensitive like the one on the las_t~generat_ion of iPods,) Stan-Ng, director of-iPod,product marketing,
says that iPod customers prompted the change; they told Apple that the Click Wheel simplified access to menus and
browsing, since’ it didn't force them’to take their fingers off the wheel toaccess thebuttons. -

[ILLUSTRATION OMITTED]
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in a departure from previous models, the latest iPod doesn‘t havethe familiar all-white design. The Click Wheel is
now gray-, which Ng attributes to both aesthetics and function. "Our industrial-design team decided on something that
looked great;-" Ng says. "And from simplicity and ease. of use, it brings youdirectly to it,—-you know where to put your

- thumb.-" ‘ - _

Better. Battery The first two incarnations of the iPod promised ' I0"-hour; battery life. That changed last year, when l
battery life on the third-generation _

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

The new iPod -reverses the downwarduend, with a batterytated toarun for I2 hours on a single charge. Apple at-
tributes the longer battery life to several factors. "lt is'a slightly higher-capacity battery," Ng says. "But the majority
comes fromengineering of-a new hardware architecture and new software.” Both factors reduce the iPod's overall
power consumption. Like the batteries in earlier iPods—_and.in any device that uses a litl'iium_-_ion power source-.~thc new
battcr)’ afinitc-‘number of charge cycles (see"fMac Users in a F-ix,"‘Ma'c Beat, April 2004). Eventually, it will wear
out a'n'd-.ne'e'd to be replaced. ‘ ' ' .

‘The iPod is;still rechargeable via its_AC power adapter, its'FireWire_ cable ‘connected directly t,o:a.M,ac or a PC-, _or
the dq'ck,_(wl1_ich’-is incflud_ed~with the 40GB tnodelf-or is available a-:3 39 .?id<1.~9h f<§r‘t_he 2063 model). Ajnd ’fQI_' illeiirst
tirnje with-t_hE" ‘full-site’-’iPod, you can charge via an'inc|uded USBZQO cable,‘just a‘s-'yot.i.can with1a'n- iPod mini. ‘

A word aboutthe iPo‘d dock--Apple sells a version made:sp‘e'citically for the Click Wheel models. But since-the
conn'e_ction is t—he'same as with the previous dock, you should be able-touse an‘ older dockwith your new‘ iPod. And
since theiil-"od'sdock connection remains the same‘, roost third-p'arty‘acc.essories compatible with the previous model‘
‘should work tine-with the new versions. ~

_ _ Curious Capacities The new iPod’ is available in two. configurations; a 20GB_ model, for S 299, ‘and a 11068 model,
for $ .399. These capacities should’ sound farniliar—Apple offered-b'oth ‘sizes in the‘-“third-generation‘ iPod line,-but those
older rnodels=.co_st 3' 100 ‘more.’ than.their fourth-generation counterparts. 'I:‘h’at fits 'with.Apple's pattern o_f‘dropping'prices
on older capacities" as production costs fall and-.new_ technologies emerge. However, unlike previous iPoc_ls, :n‘either.neW

model comes with ;a remote control or a case~—a decision Apple made in order to keepthe price down, according to Ng:

' 'fhi§ isthe first tirne that the liigh-end' ’rn'ode_l;in-a new generation~.of iP.ods l'ia_sn't had"an increased storage: capacity
(see "The iPod _Evo'lve's“).-'~Th‘i‘s ‘is particularly puzzling in.light— of'I‘_oshiba's June announcement that Apple was-ordering '
the hard-drive rnal<er‘s new" I .8-inch", 60GB hard disk. _'l”-hat new.drive was expected to be available to manufacturers this
summer, making-ta 60GB iPod an obvious. choiceito fiilthe $ 4‘99'spo_t not currently included among Apple's il?_od offer.
ings. When pressed for details abduta new model based on- Toshib}£s.60GB mechanism,‘ both Ng.and.Greg;loswiak,
Apple's vice president ofhardware product marketing, declined comment,

Pod Problem? As this issu'e went to.,pre,ss, some users of the new iPod_ had reported‘ hearing static and noise
through the headph,ones'whe'never the iPod accessed its hard drive:—t‘o'r instance, when the iPod was transferring songs
from the hard drive to_ RAM cache. Such transfers happen when youskip through several songs or listen to .m_ore than
25 minutes of music" at a time. -Tht; c_ause'ofthe static is unknown; Apple did not respond to several requests for com-
ment. _ "

Under the Hood

The sofiwarerunning on the i-Podgoften gets lost in.-tl_1e.glitz of design, hard-drive space, and accessory issues. But-
, it‘ would bet} mistake-to overlook version 3.0 ofthe iPod software, since it adds-several features that willaffecthow you .

use yourzmuslc. player.

Menu:Magic iPod navigation has gotten a tune~up. Replacing the ambiguous Browse item of previoussoflware-_
versions is a Music menu (though, curiously, Music also includes an Audiobooks entry); It gives you access to the same
Artists, Albums, Songs, Genres, and Composers search methods as before. New to that list is Audioboolcs. “We_ heard
[from customers] thataudiobooks were a great way to pass the time while commuting or on a plane," big says. "So we
made audiobooks [a] cat‘eg'ory."- '

_ Book Smart The updated software does more than just give Audible’-format audidbooks their own menu listing; it.
also gives you new ‘control over playback speed. The software lets 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

.__...__...____...._.......,._..__..-.........._....___.j...m._:____j_.__......_.......___.._.___......,__..._,....._____,,_ __
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power, or to a person who had inhaled heliumjust before the recording session). So this feature should prove useful for
speed-listening or for foreign-language" instruction. ' '

‘[ILLusTRAT1ON-0Mi_T'rED]

Like ilhnes, the iPod recognizes an audiobook by itsfile type. If you use a utility such as FileBuddy to changethe
file-type ofan AAC-file from M4A (unprotected) or M4P (i'l’unes Music Store file).to M4B» (with a blank -‘space atthe
end), you can change the speed of a song the way you would an audiobook. You'll also be able to take advantage ofthe
iPod‘s_audiobool< bookmarking feature, ‘so you can continue playing back a song from where you left off (great for long
pieces, such as symphonies). ' V

Serious Shuffle Shuffling through a playlist, 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..;Clicki'ng- on Shuffle Songs automatically shuffles all your music-

- excluding audiobool(s—-and‘beginsplaying. That saves you from having‘.to:turn on shuffling in the'iPod‘s Settings menu. -
and browsing several leve’ls‘down_ in order: to select all songs.

—Play,lis_ts fro "Go ‘me On-The-Go. lilaylist feature; which lets.=iPo'd'users create their ownplaylists away fr'oin‘.a‘.-’M’ac,_ . ‘
» has: been -enhanced. Noiw;‘you'can ‘create-and save multiple ‘On-'I_lie'—Go'playlists on the iPod. To’ save aIr.Qn~T?he-‘Go
play'list,just-'scroll=to the, bo',t'torn:o£’the 'pla-yiist and -.choose :Save Playlist. The iPod will give it-.,a unique name; such "as
New Playlistal . Once .the-_playl'ist is saved», .you-can'st_art; creatingan entirely new On-The:'C‘ro p'lay'list.. :Y‘Z>u_'.ca“n‘_ also de-
lete songs from an On-The-Go‘ _pla_yli_st_:jus_t clic_k<oi1 asong in the playlist and hold down‘ the 'cente'r_button.

Polyglot.-Pod Until now, the iPod-.has_ supported I4-languages for displaying song, artist,- and album information.
The new ‘software. doubles‘that_.by adding 14 more languages, including Russian, Croatian,_- Czech, Greek, ‘Polish-, and‘
-Hungarian. ' ' ‘

G_00d'Listener One featurenot-hyp'e‘d’by Apple is the 'iPod's ability to sense headphone conneetion-statusglfyoufre ' A
list‘eriing_to-musi'c'and you pullilhc headphonejatfk out of its port, the iPod will pause. (The Same feature also ,worl<s‘ if
y'o‘u‘verg'ot something else, such as‘a 'cassette.adapter, plugged into the headphonejack.) Réattaching the. headphones
does not start the music playingagain-.-you need-to do that yourself. if the iPod is in sleep_mocle or turned off, plugging
in;’tl_\e5h'ea_clphon'es' will bring it to life but-wo'n't.start playback.

'.-l.'l1e.Last Word‘

The-.char_rges introducediinvthe latest -iPod generation aren't necsessarily elaborate, but they are significant. Unlike‘
A pz'rst.‘u"pdates, which have’ vintroducedinew functions or eitpanded .compatihility,.these changes seem aim_ed.'at' improving

the-overall iPod experience. The-new features may not revolutionize how you use your music player.--‘but ~ifyou're‘ an
iPod enthusiast, then a new Click Wheel, longer battery life, and-key software enhancements-should give you plenty to '
sing about. _

e _.-.THEi_POD'E_VOIJVE_S

‘Each major update‘ to Apple's‘ iPodihas‘introduced'ehanges, both" sweeping
and subtle, to the portable music player; - .

RELEASE‘ BA'T'I'ERY

MODEL DATE_ CAPACITY PRICE LIFE

‘rim- octoeerzooi 5GB 3399 to hours

Generation

iPod March 2002 5GB, noon $399,s-499 to hours

Second- .luly_2002 503, icon, s299,$399, to hours ..._._____....__..._.-._.._,....._._....,r......
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Generation 20613 S 499

iP.od I

Third- April 2003 IOGB, 15GB, S299,$ 399, 8 houxs

Generation 30GB 3 499
iPod

September2003 1003,2059, 3299.3 399; 8hours

40GB’ $499 '

iPod mini January2004 403 ' s-249 8hours

Fourth’- JuIy=2oo4 2oGa,4o.G'_B' 3299,3399 12 hours
Gen_e1_-at—io‘_n

iPod

MODHEI-. INTERFACE 'P.QRTS

Fir§t~ scrollwheel Firewire

Genemfion

iPod' scroll wheel Firewire

S§cond- touch wheel Firewirc

Gcnergition
‘iPod

'.lT1‘ird- ‘ touch whqel, touch: firewire and USB 2.0
. Generation" sensitive buftons dock comjegtor (no
iPod ’ usé 2.0 charging)’

I touch wheel, Fir.e_Wire and USB. 2.0

touch-sensitive buttons '_dQ(:k- c‘ojnn¢ctor3(n‘o_

USB 2.0 charging)

iPod'_mini Click Whegl _ Firewire and usa 2,0 _’

A . ‘ dock.pon'nector' '
;x=our:'.n— click Wheel Firewire and USB
fieneiation 2;0 dock éonnectoy

‘iPod

SOFTWARE

MODEL COMPATIBILITY HIGHLIGHTS

First- Mac ffuncs 2 integration
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Generation

‘iPod Mac contact-list ‘storage

Second— Mac, Windows Genre and Composer

Generation (via Firewire) organization categories,

iPod audiobook support

Th'ird- Mac, Windows text notes, alarm clock,

' Generation Qn-The-Go Playlist ~

iPod feature

Mac, Windows text notes, alarm clock,

-on-The—cso Playlisti

‘feature’, voice recording, .

' photo importing. ' I

.i-l'fo,d.«mini' Mac, Windows no supportfor 3’/oice
recorder or photo ‘input I

'Fou'r'th‘- Mac, Windows new Musicrmenu,

Generation Shuffle Songs" fe_ature,

iPod ;support for multiple

Oun-The-"Go playlists

. RELATED ARTICLE: Big ipoid on Cafrnpus

Firsteyear-students at Duke University are already‘familiar‘with the details of‘A_'p'ple's new i'Pod."Ot‘ticials at the V .
- Noxih Carolina‘. school handed out l_,65,0 of the 20GB models to: incoming -fre's_h‘r'nen as they ‘arri-ved on- campus -in‘Au- ~

gust.

[ILLUSTRATION OM_l'ITED]‘

"Dul€'e adminis_tratois~exp_ecttl1eir‘students-to use the.iPo'_ds for carrying around more than the latest Black Eyed‘.
Peas -song. ln_st‘cad, the portable music players are-partof a pilot"program,.designe_d by.Dul<e'and Apple, aimed at‘ using
the iPods‘as an educational tool. “We ,think‘the power and flexibility‘o_f-theswc dev_ices .off€.r some F¢.3l.3€1\f3m‘!8¢_§ °V°T
other media used -to distribute educational content, such 'a_5‘CD-ROMS and D.‘IDs‘,f’ ‘says Tracy -Futl1ey;_D_ul<efs vice
president of in formation technology._ ' '

-'1-‘he iPdds5the Duke frcshrnen receiyed preloaded with ._cor_1ten't. on -campus lifc,_in_c|udirig orientation infonna;
tion and_an_a.'cademie cale_jndar‘..A ‘special Duke Web site modeled on the .iTun‘es'Music Store.offers‘downloadablc‘ I
course-éontent,=including language lessons, music, recorded :Iectul?e_s, anti‘ 3.“di° b°°k5- (And. Y°$».-D‘.1.k° 53“d5"‘5 “F1 _
purchase music .th-rougi the site.) Since computer ownership isn't tnandatoryfor incoming freshmen, -Dulce lets ‘students
hookup-their iPods to coniputers at labs around campus.

‘_Diike' finances the pilot program, which -includes another 150 iPod_s'slated'for.otl1er academic and support needs,
through strategic-planning‘ funds set aside for one-time uses. The university plans to-evaluatethe program after a year.-
PETER CQI-{EN ' ’ - ' ‘

Maeworld,S.enior‘Editor JONATHAN SEFF has iveentusjng.-an iPod since they. were frrshuriveiled back in 2001, r
and" he has already traded in his old iPod_ for a 40GB Click Wheel model. '

Pnotograph by Charles Nucci

IAC-CREATE-DATE: September 27, 2004



v C
Rock a'nd'scroll: thenew Click whee} iPod rules the digitai music world; Cover Story Macwdrld October I,

LOAD-DATE: September 28, 2004

Page 18
2004



Westlavv. NeW$R0°m

I2/27/04 SFCHR El ' Page I

12/27/04 S.F. Chron. El
2004 WLNR 14876343

San Francisco Chronicle (CA)

Copyright 2004 The San Francisco Chronicle

December 27, 2004

Section: BUSINESS

HOT STORIES OF 2004 2005 STORIES TO WATCH THE IPOD 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 shifi 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.

"l've got my phone in my left pocket, my Palm Pilot in my right pocket and my iPod on my belt everywhere I 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 symbol 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 sofiware.
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.



l2/27/04 SFCHR El _ » Page 2

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.

‘'15 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 Lloyd, founder of iPodLounge.com
in Irvine. The Web site, which has turned 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'Apple‘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 gifls 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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"It's just cool to have. It's fun to listen to."

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

"ln 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. Garinowns two iPods, a 40-GB model
and a 20 GB, and says his girlfriend also owns an iPod.

!
II

i
l

The $250 price "seems like a lot, but I think it's worth it," she said. g
l

l

I

l
l

"I 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 CD5. Now I have this thing in my pocket. It's a little bit bigger than a pack of

5

cigarettes, and it has all_ the CDs I need. It's so versatile, and the software is so silky smooth." i
I

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 cell, purse and iPod;"

Bankhofer, 33, owns a 10 GB and a IS 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 ofmy 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. I

"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 year from several radio consulting and ratings firms. It's also evident
iii 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 showedlyoung people ages 12 to 24, traditionally an impor-

tant demographic group for theradio industry, listened to regular AM or FM radio for an average of two hours and
25 minutes per day at the start of2004.

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 ChiefExecutive 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 I 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 until 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 commercials per hour, a major source of listener dissatis-
faction 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, I-Iofferth said that he wouldn't mind giving up his cell phone and that he mostly uses his personal
digital assistant to play games.

"'I guess I 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 eighth-
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

The Chronicle

E-mail Benny Evangelista at bevangelista@sfchronicle.com.<
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HEADLINE: Apple strikes while the iPod is hot
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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 lower than analysts and lntemet 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 CEO 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 though critics rave about its wares. its share
of the-computer market is tiny: 3.5%. Vfith a sub-$500 computer, tech analysts think, Apple finally may get iPod users

I to switch from Windows PCs. _

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

Gene Munster, an analyst at securities firm Piper Jaffray, 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 ofApple's iPod digital music player - 10 million since 2001 and 8.2 million 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 no preview screen to see what song is

playing. Jobs says the unit is so ‘small that users won't care. '

 
i
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In a twist for Apple, the Shuffle is priced lower than competitors‘. It starts at $99 for 512 megabytes of internal
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, which start

at $249, leaving less profit for Apple. ~ ‘

Bajarin says that's a legitimate ooncem.

"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 actual size.

* Weighs 0.78 of an ounce.

* Storage ofS 12 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 l2, 2005
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.HE»AD.LINE-‘r Howfiig Can ‘Apple Get?-; . _ _ _
'Back_From'near o_blivion,.A=pple is setting the pace in .a n_'_e’w~.d_igita'l universe ‘where: computing and entertainment merge; '
we asked.Stev;e'J'obs’how he did it (hint: It's the s'o'ftw_are;<stupid)_-‘and whzi't's-next.

BY'L'lNE-'4: BRENT ‘SCAI-ILENDER

_ ‘BODY-:

"My God, there really hasbeen a.genie'_l_ocked_ in’ that;bottlel.A.-ppflelsl innoyationiand creativity have been unleashed
in a way _th_at‘th.ey hav_en't"been. in 20 years, Look at the results. 'l‘his~isn't acompany about market share; this is a;
company‘ that is capable of competing with.worl'd-cla_ss-competitors and achieving market shares of 6$%,?7.0%, and even
90%." " ‘ ‘ ‘ ‘ -

-Sieve ]Aabs,’. the silver-tongued ‘king’ of Apple Computerg. is expIain‘ing"h'ow the world's opinion of-his company has
risen with the triumph of the iPod. We're iriourfthird phone t_:'onversation,_ following up -on a 2 1/2 -hour interview ‘in the

I Apple boardroom a few. days before. Jobs is-obviously feeling ;'go_od,rand_ fwith good-reason. Overnight, it -seems,’ Apple
has broken out-olfits box as a boutique computer maker and emerged-_‘as'_a'force to'.be reckoned with in consumer elec-
tronics. music, and who lmows whatelse. "The great thing is that"-Apple‘-s-_D,N_A hasn't chan'ge'd," he says.‘ ‘The place
-where Apple has been standing for the last" tw0‘de‘cades?is exactly where jc_oti1pU_t.er'technology‘and thc:consumer_ elec-
tronics markets are converging. -So it's not like -w_e7re‘ha'ving to cross «the..ri’ver to go somewhere else;. the other si'de.of I116
river is <_;o'm_i_ng'.to us.." - - ' ' l ' ‘

App_lefs- recent achievements, in fact, make itlook-as*i‘f it is walking on =_wat’er.'It‘s stock price, which: languished~dur-
ing aiidafier the dot-com crash,_ suddenly more than tripled last year. (it recently hit anzall-time high of nearly 3 80 a
share.) ln,1anuary, Jobs crowed that Appld had._poste,clfthe highest revenues and--profits in its 28-year. history .for~it5 fiscal

. ~firs_t'quarter e'nding‘Christmas‘Day. Propelled bysales _of'4,1.'6 million iPo';l -po'rt_able ‘digital music players, revenues
zoomed‘ by 74%, to S 3.5-billion forthe quarter, -putting the c.Qfiip2_1ny‘on'track, by analysts’ estimates,_ for a 5 l3_ billion
2005'. Meanwhile profits more than tripled.‘ ' ' ‘ ' " -

-nae pm may-not have changed, but the eictemal transfonnatihn is»dinatic. No longer is Apple's business limited .
. ' to cornputers-'-though ,_it did sell more than a million Macs.la$$'q}I‘é1rter"for.the first tir__ne'in four y_ears‘.,To_day‘the com- '

'pany'g-cver—expancling.products encompass mulftirriedia applications‘-for creative professionals. and consumers, the thriv-_
ing_ Mac (pronounced dot—mac) Internet’ subscription service, and a popular line ofeasy-tosuse wireless networking
gizmos to link-computers and stereos and other devices in the home. and-office, And, ofcourse,‘ the’ _iPod. The company
has even become a player in retail with its 100. Apple.-_Stor'es: chic glassland .a‘no<iiz.ed_aluminum templesthat fuse fash-

_ ion, technology, and reverence ._for'persona| creativity into'something_Jpbs likes to call the "Apple user experience."

lnhis. first extended interview since undergoing surgery for pancreatic cancerlast summer, Jobs eagerlylexplains -
how A-pple'has pulled all this offand drops hintsabout where the company is going and_ how big he expects it to get.

' (Forexcerpts from the interview, see box.) ‘But 8 the conversation unfolds, Steve doesn't talk about the next ‘gotta-have
it gizmo or nitracool ad carnpaign or trcndsetting industrial design. None ofthose, he says, is Apple's core strength ‘or
primary competitive advantage. Instead he‘: going to talk about software--the central strand that runs through all of Ap-
ple's success. '
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Steve being Steve, he's doing this partly because.he's selling something. This- spring, Apple will unveil Tiger, an ‘
update of its 08 X operating system that, at $, 129 a pop, will generate hundreds of millions ofdollars of’-high-profit
sales. (More about Tiger later.) Even so, for Steve to creditsottware for Apple's success sounds" so hopelessly ldweeby,
so Bill Gates, that it seems hardly worth mutingryour iPod for—until you consider the new ‘business mojdel.-it has helped
Apple spawn. lndeed, the whole iPod phenomenon is, undemcath 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 r"l‘unes Music Store, which accounts for 62% ofall music download sales on the web, .is likewise a soft-
ware machine, purring away in both AppleYs'corpora’te IT systems and your computer. And the iPod itself, like the Mac-
intosh, is a marvel of software engineering.

It's that prowess in software that is Apple's greatest hope for sustained growth as it dives into markets dominated by
leviathans like Sony and Microsoft," and that.c_ould propel" it into other realms of consumer electronics. As [we'll see,
soflware wizardry is how Steve brought Apple back from oblivion and even breathed new life into the. M‘ac,,which
turned 20 years old the day we sat down to talk. Software, in a «word, .is_t_he genie in Apple's multibillion-dollar hardware '
business.

Steve Helps Himself _

‘ Your typical corporate C10 must be-wondering-,"‘Why arenft there some nice new exciting app'l'i'c"ations for.me?"
- Nothing has really changed in’ his; world, while on _the.consumer side there's all this cool new stuff like i'Ifu,hes and the
-iPod and iPhoto and iMovie. That_"s wherethe realinnovation is_now, and Apple is ‘driving-it.

w BILL iov, C0—l-'0_UN_DER A-‘NHDA FORMER CH-IEF scuartrtsr AT 'sU-N ‘M1CttosYs=Tt-:M_s

Think back about just how irrelevant‘ Apple seemed even two years ago‘. Its share of thepersonal-computing‘m3,+.
'ket' had shrunk inexorably throughout the l'990s toe tiny 2%. It had slogged through nearly ;'a':deca'cle ofdwi‘ndli'ng,influ-

~ ence and financial pain. The consumerforiented Mac '<_:oul_dn'.t run manyrofthe programs that PC ;‘useis—cspecially those
in business settings--needed.‘Corporations, which_buy'the' bulk ‘ofcomputers, were at best keeping afew» Macs around to .
handle creative tasks like photo editing and do.cu'ment.design.

By ‘the late l990s,. Apple was making even its most loyal users -doubt the point ofstiekingwith the company? Its
operating system was an unst'2ible'.patchwork, and programmerswere‘ growing. _ever_more reluctant-to-write for Macs or
adapt their PCvprogra'ms to run" on the machines. Apple knew it needed help. lt~tut_'n,ed {to ‘a 'ma_n"who had started if all:
‘Steve Jobs. Since being 'pushed.out in l986_o‘f the company he had "co-ifotlnided, Iobs had-gone on-to. start another com-
puter; company, Next, and to take over what wouldkbecome the animation powerhouse 'Pix_ar. Apple b.oughtb1.'e)gt in
'1997,.and in came Jobs with a plan to remake the _'c'o‘mpa_ny with_sofi:'_ware. '

But-software takes a long-‘time to build, an‘d.at,firstAhe had-'to'scramble‘j_ust to keep tlieplacc afloat. He pruned‘-the
product line in his first fitll year as CEO, causing -revenues to sink -some l5%,‘to $5.9 bi ll-iort~.—littl_e_<_mt1re than half of
Apple's peak sales in 1995. One of‘his first moves surprised, Apple partisans--he turned for help to his.-longtime l’lV2ll

' Bill Gates. The two struck a-idealunder which Microsofi bought $ lS0 million .of'Apple stock and promised to keep
' supplying Microsofl Office and Internet Explorer for the Mac, programs -that made Apple_'s computers‘ at least‘ somewhat
compatiblezwith the PC worldl (Microsoft's stake .in Applejs now worth well over 3- l bi,llion_.)-At_ the same time, Jobs‘
used hardware tocreate bun. In 1998,—,Apple-'launched the ii}/lac, a fi1n,j,elly'_be'an—co_;lored machine that—wh'il,e little dif-
ferent inte'rn'ally.fro'm its predecessors--quickly became a. fashion statement. ' ‘

But .in truth, he was usingthe Microsoltdeal and the iMac‘to. buy time. Jobs‘ big bet was on Mac OS Xyfi "¢\_V OP?
crating’system based on .his1wo_rl< at Next. Unlike ‘the.old Mac OS, this one would bebased onUnix, an operating sys-

' tent that-had been poked, prodded, tested, and imp_rpve_d:over,decades-by some ofthelargest-‘companies and universi-
ties. He told Avie Tevanian, who led soltware development, and Bertrand Seriet, the head of the ’.O_S.X team, to -treat’ it
as ‘a moon shot. In 200 I, alter three years of labor ‘bynearly l,_000 geeks, Appie-delivered the software equivalent of a
cross between a Porsche and an Abrams tank: an-operating system with sleek, ‘animated ‘graphics and an-abundance of
useful and novel features. built on top of industri'al—strength code. OS X made it easier to write applications, made pro-
grams run better, and allowed for much easier plug-and-play ofcamcorders and other consumer-produt:_ts;.

OS X gave Apple the foundation it needed to build new generations of machines. But to get -most of its 25 million
or so Mac customers to. upgrade, Jobs needed "sexy applications. As part of hisdeal with Gates, Microsofi had agreed to
adapt Oflice and Explorer for OS X. Jobs had assumed that this vote ofconfidence would inspire third-party developers
to come up with software -for, say, editing home videos on a computer or managing photos or digital music. But 3 I998
meeting in which Jobs asked Adobe Systems executives to develop a Mac version of their consumer videofediting 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 earlydays, of the Mac. But wesaid, ‘Okay, if nobody wants to help us, we'rejust going tohaye to do this our.-
selves.‘ " ' ‘

_ So Apple plunged-into the OS X applications business. It bought a languishing project from web software company
Macromedia, and -in less than a year turned out two programs that capitalized .on the iMac's ability to connect to digital
camcorders: atvideo-editing program for professionals called Final Cut Pro and a simplified version for consumers
called iMovic. Apple's Applications Software Division, which sprang from the project to" become what is now a L000-_
engineer-strong group, has been on a roll ever since.

Consider iLi.fe, a" bundle of programs that comes free on every new Mac or can be purchased scp_arately’fot"$ "19. its
live applications turn the computer into‘ 'ahomje studio: iMovie, iDVD (for recording movies, digital photo slide shows,
and musiconto-T.V—playab,le DVDs),.iPhoto‘(for managing ‘and touching up digital-picturesand making slide shows),
GarageBand- (for making and mixing your own music); and the iTunes digital-music jukebox, twork, airned.at‘_’peopl,e
who like to make ‘presentations and put out newsletters, is ‘equally slick: It consists of a‘ PowerPoint-like program called
Keynote andva flashy word-processor/ipage,-_layout ptzograrn called.Pages. ‘ - ‘ ' ' '

, Tlie steady strieam ofisoitware not‘ only-kept the Buzz a_live?b_ut alsohelped Apple create a-ti'dy;new line of business
Gradually usersbcgan‘ to notice that the company was delivering n'uly~ innovative pr;ograrrts'artd continuo_usl_'yi iniprovi_ng
them. Today Apple gets people'hoo'ked with online updates and -then, every year or-so, offers-to sell.!thern.a 'f_ti’l',l

' overhaul loaded wi_th,ncw t'eatures—-and more and more users are willing to pay.-OS X has already;gonevthrough four
. versions, named Cheetah, ~l’urna,_Iaguar, and Panther. it's a tactic that ~Micr_os_o‘& ‘and other software makers have‘-tried

. ' wiih much less success:-‘W_indows, users in particular have grown le'er.y‘of'the chronic computer crashes and-_,c_on'flicts‘
’ between programs that its upgrades cause‘. Applecnginecred ways to minimize suchgrproblems. ‘

The u_pgrades.also fuel. Apple'.s~computer hardware business, which still -accounts for 60% ofannuai sales. Jobs sees’
applications l_ike.iLife ’as.the' centerpiece of his marketing_strategy, -wh ich is to differentiate the: Macintosh 'from'W;i_n- ‘
dows PCs by positioning it as a- complete multimedia machine. R’-ight out of the box; _the,Mac with iLife-gives-users-(csa
peciallythe creative types) everything they need for creating, editing, managing, and. playing digital content. While
comparable-applications are available for 'Win'dows-‘machirtes, matching what Apple initially throws in (ice ,co_st$.'lit_t‘n.— » _
dneds ofdollars, and the various Windows programs don't interact easily with one another. "Everyone inlevcry comer o,£
the software business could_.leai'-n a.lo_tZfrom'iLife,." -says Bill Joy, the legendary computer scientist, now-a Silicon Valley‘
'.venture capitalist. ' ‘ »

Triumph of the iPod

_I remember sitting w_i'th- Steve and ‘some. other people night after night from nine until one, ‘working oufthe,user in-,
‘ terface for the iirst iPod. It evolved by .trial_and-error into something a little simpler every day. We knew we had. .

reached the ,end‘whe_n we looked at each other and said, "Well, of course. Why would we want to do itany other way?"

— ‘.lEFF’ROBBlN, LEAD SOFTW-ARE DESIGNER FOR 1ruN‘E's AND_Tl-IE woo

'Ihejbest ei<a_'mp'|e:o'f how ‘clever software. plays the pivotal role in unlocking huge hardware opp0frtu.nit.i6s for APPIC‘
is the saga ofiTunesand its,pr.ogeny-the,iPod and the i’I‘unes Music Store. Their lightning;ev_olution démo‘nstra_tes how,
whenlthe coders really get rolling and follow their no_'ses,”one technological breakthrough leads toanotlier in a vtrtutmfs
cycle that Jobs, the marketing whiz, cancxploit to create “user experiences.“ It's how the iP_od coalesced into the hottest

_ product the media "and electronics-world‘ has seen in years. And the delicious irony is that Apple's er_tormous success in ‘
digital‘ music came out of nearly missing the boat; _ _ " '

"l felt like'a dope,‘ says )obs,.t'hinking'back to summer 2000, when his fixation on perfecting vi<_leo.editing.on-the
Mac distracted him'from noticing that millions of kids were using computers and CD bumers to makesaudio CDs and to
download digitalsongs called MP3s’ fiom illegal online services like Napster. Yes, even Jobs, thetechnological vision-
ary of his generation, occasionally gets ‘caught looking in the wrong direction. ''I thought wehad missed it. We had.to
work hard to catch up.“ — ‘ _ '

He moved fast, ordering Mac hardware designers to incorporate CD-ROM bumeisas standard equipment in all
Macs. But what about the "jukebox“ software necessary to manage what could cancciyably be t.l:eus:—:.-:$-of songs-on
the computer? Windows PC users already had sevcraljukebox programs to choose ti-om, but only a handful ofMac dc-_
velopers were tinkering with them. One was a company called Soundstep, founded by a then 28-year-old soltware en-
gineer with an MBA named Jeff Robbin, who had left'Apple literally the month Jobs returned. His program, Soundlam,
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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 ofwhat transpired over the next l 3 months are hardto’believe' _in hindsight. Robbin_ and a.
couple ofother programmers started over from scratch and pounded o‘ut.the first version of»i§l‘unes- in less than four
months. That wasjust in time for Steve to show-itoffat»-the annual Macworld trade show. 'l'he_application~si_mplified the
importing-and compression of songs, but moreimportant, i'-I'.uncs a powerful andingenious database that could
quickly. sort tens of thousands ofsongs in a multitude of ways, and find particular tracks in a trice.

_ Even before i'l‘unes was out the door, Jobs, a’ music nut himself (he favors Dylan and the Beatles), recognized_ that
although storirigand playing music on a computer was pretty ‘cool, wouldn't it be even cooler if there was a portable,
Walkman-like player that could hold all your-digital music so that you could listen.to_ it anywhere? He-asked Robbin to-
pitch in on the portable-player project, a much more complex u_nder'taking,that required not only ~niodil_'yin'g iTunes but
also building a tiny new operating system for what wasbasically _a‘min‘iat,ure computer, and desigriing aauser interface
that could‘ sort and navigate music me": on it with the samesoplristication as iTun_es‘0n.‘!h<: Mac. It was another‘ crash
proje'ct"that yicldedthe iPod just nine months‘ later, in_November‘Z00 1'.

_ Only after playing with illod prototypes _(_li'd Jobs and his ‘gt-Lek;-'-'reali'-z.e"tltat the. whole iPod "platf0.rm" was still‘ i
. missing something, namely ‘an online. store for buying downloadable. .S.Qn_gs."l'hey knew them llakli to be an easier way to

_ get music for your iPod and your computer than ‘byelaboriously _"r5p_pin‘g'" audio CDs 'into.yoi.rr' computer. But talk.abou_t
a soflware challenge: An .onl'inewstor.e would require building antesbusinesslinfrasutucture that could-automatieallyboth
serve up the:,songs'-and take care ofbil_ling- and Eaccounting for conceivably m'_illions'_of_ purchases. Plus, they'd to
construct a "storefront," either as a website’ or preferably by'modif'ying‘iTunes yer-againeso tliatthe store was inc‘orrpo-
-l‘ated:n'ght'in'its screen. And thenthey-‘d have{t,o‘p.er.suad.e'b_ig record comp‘a.nies—_-firrm'like‘Sony and Universal Music
w_ere paranoid about dowriloacls-.-to buy‘ in- to make the concept work.

Still, less than 18 months: after rollout ofthe'iPo'd, Apple's _iTunes' -Store opened forbusiness in April
2.603. "Wehad hoped to sella million’ songs in the first six "months, but we did that in- the first six d_ays'," says Eddy Cue. -
the corporate IT specialist who led.the pmject and is now a,-vice presidentfor applications. In the meantime, Robbins
crew-developed a version of i'l‘uncs for Windows-P.Cs_; expanding thetpotentialynarketjfor il?ods and the iT-unes Music
Store to,‘ well, the entire_.world—as well as delivering a"h'u_gc,._ h_l1'gS’l ¢g9 boost. The 'cor'np'a_riy ‘that had once begged tofget
PC software adapted to the Mac'n_ow found itselfsupplying sorneof the lrott.est,soflw,are-in. the PC world. By the time:
Apple announced its financial results in January 2005, it _noted that to date itghad sold'mor';e than ten million iPods and
25o:mnnon songs. - ’ ' ' '

Apple Casts a Shadow ’ _

Sofiware is the use'r'exper_-ience. As the-iPod.and iTunes prove, it has _becori're the‘~ driving technology not 'just of
computers but.oft:onsumer electronics. ' v ’ ' '

—' STEVE JOBS

'l‘l're‘tcruclestwa_y to measure the impact of Jobs‘ software factory is.b.y the-nfnmbeis. H? éstimates_that this year Ap-
ple? will generate $ l billion. in revenue ;from.sellin‘g applications and updates,‘_pl‘us-other software-related revenue gener-
ated by the .iTunes Music -Store and its Mac online subscriptidrrservice, which has .600,000- members. That's almost

- double last -years take and doesn't count the boost.sott‘ware provides by helping sell iPo<'_l_s and Macs._.

‘More i'rnpor'1ant than .direct software sales are the growth opportunities Apple‘s "user experience" prowess might
open‘ up. Owning a 62% marketshare of the online music market;. for instance, augurs'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 in revenues of 3" 1.4 billion’ in Apple's ‘first-fiscal quarter, nearly as much as it did in the
previous fdurquarters 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 ofApple when Iobs took over. (Of couIS¢; the iPod's ‘growth will even-
tually flatten as the devices losetheirfad status. Yet the.gadgets are so useful‘ that -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 Store, Apple has changed the rules of the game for three industries—-PCs, con-
sumer electronics, and music. And as new as its influence is, Apple appears to have nothing to fear from major rivals.
lts software skills have consumer electronics companies at a_maj_or disadvantage that could take years to overcome (see
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"Saving Face at Sony“). Says Nathan Myhn/ol'd_, fomter chief of Microsoft Research: "Once audio and visual experi-
ences become a combined hardware-gsoliware-network thing, the consumerelectronics guys are vfish 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 Microsofi are promising in Longhorn, 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." (Microsoft declined comment.) ‘ .-' '

We promised earlier to.te_ll you about Tiger. The software's most notable feature is Spotlight (that's a Spotlight icon
-at the top of thispage). lt's _Apple's entry in the race to deliver a hot ‘new capability called "desktop search.” The idea is
to~be -able 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-
member how» files -and folders are organized and particular pieces-of information are stashed._ Google is at work ona
simila‘r'_produet, as an add-on piece of software; Microsofi plans to integrate -desktop search in Longhorn; '

_ Tiger is also loaded;with features that Apple has ‘includedjust because they're cool. An iconocalled Dashboard,
unlocks a bevy ofhandy 'lnterjnet~jen‘al;'led-applications-called widgets--windows that pop up at the touch ofa k'e'y‘to d'is- _
_‘p.lay fnrojvie lisl_ings,. the weather outlook, prices, a dictionary, a currency converter, 'a'l_anguage translator, andthe
Tlike, a‘;r'rd-'th'en‘t‘nelt away justras quickly so you can g'et"l5aél< to your--‘w'ork. ' ' -

_ Whenjyou look at the brief history of OS')(,' and hear sofiware experts like Bill Joy call it-‘the best operating system.
in the world, you begin to realize whata remarkable accomplishrnent it has been for, Apple-not only to build it but also
to migrate rnillionsof user-s.to something so radically diffitrent with rrelzitively littlepain, and to improve it so dramati.-’
cally an'd with such 'regu_larity- that it has turned the endless nuisance ofsoflxvare’ suppon into a.prof'rt.rnachine. 'I_1re '
technology is=s'o_solid that Apple is beginningto sell'l\'/lacs'into-markets that never before would even consider them,
like the‘ military and university supercomputer centers. Most..._tanlalizing ofall is scuttlebutt that three of..the biggest PC
makers are: wooing Jobs to let them -license, OSX and adapt it'to- computers built around'sta'ndard_lnt_el chips.‘ Why?
They want. to offer'customers, many of-whom are sick of the security problems that‘ go with Windows and tired of wait-
ing for ,Longho_m,.an altemati'v'e.‘And besides, Apple has buzz‘ now, and Microsoft does not ~ t

Regardless of whetht-.rOS X starts showing.-up in PCs, it looks likeApple, a company lhathas had its Sh31’é‘_°f “P5
.and downs over-the years; has -finallyniapped out adorable growth path. Sales will likely reach the S B billion marli-
1h’is-year-,‘than'ks largely to theupdrafl from the iPod and the.ni_ew $ -99‘ iPod shuffle. Bu,t=there also appears to -be -,a_ s-welI_-
.ihg.o'fden_1and for the Mac product-' line, ‘helped by t,he.»n,ev_v" budget-priced Mac'Mini. If A,pp’le_‘ean-double its personal-
computer market share in, say, the next two years ‘(which still wouldn't put much ofa dent intlrc sales of otlter'PC mak-
ers‘), -it would be well on its way to becoming a -$ 20 billion company. And that doesn't even take into account what else

gSteye'might have up his sleeve. Apple now has- more than S 6.5 billion in cash, ample to fund .R&D, which last.year
consumed about $0 500 million. ' '

_ Jobs is always, coy'about'where.Apple technology mightpop up next,.but'occ_asional_ly he'll drop hints. At the: recent

editing capab'ilities of anew version of iMovie._ He also notes that a new" generation of Wi-Fi net_wo'rking gear is inthe
oiffing next year, which ‘will offer enough barrdwidtlt to finally maketit-possible to stream high-quality video firom Macs
‘tothe short term, ‘look for Apple to use its wireless‘-technology to let HDTV owner-s display slicl_csl1ows'ot_‘ digi-
'ta1 photos stored on their Macs.)

on cellphones, pa_rtn'ering with HP on‘ the iPod, partnering with car companies and -with the record companies. And we
definitely will be partnering-more and more." A _ . - _.

There is one immense uncertainty hangingover Apple, however. Last July, Jobs was diagnosed with a rare isletieell
neuroendocrine tumor on his .pant':rea's. in most cases, pancreaticcancer q'uickly tums lethal. Fortunately, this particular
‘type can sometimes be treated with _surgcry, and experts say the procedure has a relatively goodfve-year survival rate-‘
"approaching 50%. Jobs bad part ‘ofhis pancreas removed in late July, returned to work six weeks later, and has been .
cancer-fi-ee ever since. He says he's feeling better than ever. "

_That illness only servesto remindlinvestors and fans how crucial Jobs is to Apple. Jim Collins, the management
guitu who wrote the bestseller'Built to -Last, calls him the "Beethoven ofbusiness." Jobs may not be a programmer or a
designer or an engineer or an MBA, but he has matured into a shrewd business strategist. And his perfectionist's pen-

jMac,wor_'Id_ trade show-, he declared 2005 to be the year that high-detihit-ion.video hits the mainstream, and touted th_e~I-1D

Jobs also talks about alliances that-will expand Apple‘s influence, '-'We-‘re pamering with Motorola for doing things .

--...7-. ?____,,___““_,_____<,_A__,______ '___~‘
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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 parti.cu'lar genie won't disappear. ‘

FCR‘lUNE.COM,SUBSCRIl3‘ERS ONLY Read more online, including "The-iPod People Have Invadéd Apple-‘s -
Stores.‘ -

BOX STORY:

Three’ years ‘of labor by nearly 1,000 geeks resulted in the software equivalentof a Porsche crossed with an Abrams
tank. .

I ?'I felt like a dope,"'say-s Jobs, recalling how he failed to notice that millions of kids had started playing with-music
on their computers.

Box STORY:

Applefs Rising Tide o'fSo_fi_—ware Marvels

,.(Along'_\-«it'll wave. u_p'_o‘n 'wa_ve;'of'intcresting-—an_d‘ lticrat-ive—upigrad'es.);
, .ndéi€_.ltibs,~App|e‘ has‘ Beconre ‘a' l‘o‘rit of innovative‘ programs, i'rl¢_l“_uding' its‘ s_t,_a'te=o'f-'th‘e-ar't operatingsystem OS X;

an array-of multimedia. consumer apps, .2: rriate_h_in_g‘-:_set oi‘ 'so_ft'ware-‘for professio‘nals- (not shown), and online.serviceS.
Jobs‘ coders.-t_:.o=ntinuo.us_[y jn1jpro"\'/e_th'e pro‘ducts,.-‘and App|e._has built aiidy-sbus'iness ‘selling upgrades. The‘ company ex-.
pécts sales of ;$ ‘t _billi'on.from 'soffwarejand related. services in-._2_0_Di5.

ifilossary:

- Applications in,c»lude_'<j with Tiger

Address Book: Personal directory
Autornator: Helpsusers do their own programming _
Dash-board: Internet-"widgets" to display weather, stocks, movie listings, fli_ght'sehedules, and more

*iCal: Personal ‘calendar program

-iChat' A'.'V:. instant rne,ssaging.:and video conferencing

i_Sy,nc; 'Syn’chs-.everytl_iin:g- tram browser ‘bookmarks to e_-rniail archives '

fMai'I: Apple's ‘answer to Microsoft Outlook

Preview; Photo and PD-F xiiewer

ou'ic1_uime::Mn_mmedia viewer
Safarif tntemn: browser‘

tconsumer Application Suites

i_ure.~ $.79 (iMovie,'iDVD, iPhoto, iruncs; Gar_-a,ge'Bajnd)

iWor._k: S 79 (keynote for presentations, Pages for makingdocumenfs)
~°>~‘=r.*i°s=s . . '
,Mac: Web hosting'and.online‘ storage for indirliduals

' iTunes Music ‘Store: Music downloads _
BOX‘ STORY:

The Llobs -Effect

its success in digitei music, arddespitc its puny PC market sl-....re, Apple has lately outsllined Mlcrofiofl as an
.invest_me.nt.

2%_of personal computers worldwide are Macs
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59% of MP3 players are iPods

62% of paid music downloads are“ from the i'l‘unes.Music Store.
BOX STORY: ’

1998

Mac OS X development begins

I999

iMovie
2000

[iMovie1 v.2

2001

.Cheetah, Puma

iD\./D, V52 '

iTunes, v.2

2002

Jaguar

[i-'l'unes]'v;3
iPhoto

2003.

Pzinther

Keynote

sure suite:

*iPh.oto-2

"iDVDv 3

‘i’I‘unes.3 ' . ' - ,

"”iMovie :3 '

’2oo4

iLife '04

.;[iTunes]'v}4? ~

2005?

Tiger

iWork '05'?:

‘Pages

‘Keynote 2

iLife '05

GarageBand added.

"Everyone in every comer ofthe software business could learn a lot from 'iLife."
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"Onceaudio and visual experiences become a combined hardvé-are—softwa‘re-networlpthing, the consumer electron-
ics guys are fish out of water." ‘

—<NA'I'HAl'\l MYHRVOLD

G_RAPHIC:_CO.LOR‘~P'l-lOTO: PHOTOGRAPH BY MICHAEL O'NEILL, GARAGE. BAND. Lest they get hired
away, Jobs rarely lets his brain trust be photographed -(for who they are, turn the. page). WHO'S WHO in Jobs‘ crew in
the photo on t.he'preceding'pages: fi'orn lefi, Scott Forstall, in charge of the look and feel ofOS X; Steve Jobs; Ayie 'l"e--
vanian .!r., ‘chiefof sofiwarétechnology; Jeff Robbin, Mr. iTunes; Eddy Cue, builder of Apple's online stores; Bertrand

. Serlet, boss of0S X development; _and Phil Schiller, head of worldwidemarketing; COLOR PHOTO: JAMES
LEYNSE.—'-CORBIS, Jobs shows off an iPod shuffle at Macworld.; 1=ivE'coLon CHARTS: FORTUNE CHART,
COLOR.PHOTO: JENNIFER GRAYLOCK—-AP, COLORPHOT0. The i’I‘unes icon; COLOR PHOTO, The Automa-
t'or‘ico'n'; COLOR PHOTO: TED s. WARREN-AP, COLOR PHOTO", »iMo'vie ieon; COLORPHOTO

x,oAD—nA1E:-F_ebmaxy i, 2005
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hppie Cpmputar‘s iPpd could become as papular the cellphone, basefi on its
sales perfcrmance to the present. An example oi the popularity-of ivodg is
the rise of iPod garties in clubs in majqx-cities globally. Apple has so;d
about L5 million iaods, and the number is rising. In fact, §.3 millign
;Po@s were sold in LQBOGS. There are many peziphenals available from such

companies as Base and Alteq Lansing, and accessorieg axe many,-including
cases by Burberry,'Gucp;,.Cpaoh, and Cryatalmini. These are in additinn to
hundreds of other ahells,Ebags, socks, and weather—proQi Pod holders. Tfig
iPod is a genuine cultural and social pnenomendn that is'jinfluencing lives
in a way that coqgumez marketing hype: usually ouly_fantasize abput.k.iPods
are-not only papgLaz yifih»tweens. but also with-profiessionalg, paxgnts, and
cqliege stu&ehtS. Tha i?od has revolugipnized the retail music bu§;ness
-with.§he download of 400 million-orgmorg from the Apple LTunes music stoxe.
The.iPod also ¢an new store books and photos. Apqther examgle of £PQd’s
_popularity is a theme cruise. The iPod'cau.bE conveniently plugged into a
stezgo to proyide music_fo: guests! and radio statiQns.are switching to ihe
-new format-callea JACK FM, 5 long, random set list that imitaueg tfié
shuffle phenomenon. V

REVISION DATE; ZSBSQIQO

Appfie Law Library September -5, Afiao

APDOOOOOOS



7/13/os NWSDAY A48 . ' ' Page 1

7/13/05 Newsday A48
2005 WLNR 11026310

Newsday (USA)

Copyright ? 2003 Newsday Inc. All rights reserved.

July 13, 2005

Section: BUSINESS & TECHNOLOGY

Siuling iPods bolster Apple

Bloomberg News

Apple Computer Inc. said third-quarter profit E fivefold as sales of iPo_d 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, Cupeitino,

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 concerns 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 ll cents to $3 8.35 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 thatwould 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 ofa 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 quarters profit of 38 cents a share before onetime‘ items released today beat Apple's forecast and the 31-cent
average analyst estimate.

© 20l0'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 1 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 analystat researcher IDC
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;HE',A_'l_)LINvE: l-_low'Ap:ple Does lt;
Conventional wisdom ‘says its‘ strategy is wrong, yet it keeps turning out great pro'du_;cts. TIME looks inside the world's.‘
most innovative company’ '

-B'YL_IN'E:"Lev Grossmantl ‘Cupettino

.'BO.D“Y-’:

I is partly "a story a‘_b_out ‘a’ company called Apple Computer. It's-also partly a story about a fancynewv il_?od that
’p.laystv'ideos.as'vyell -as music and that could dramatically change the’ way people entertain themselves. But it's.mostly a
<stot‘y'_-.._aljiotit rte\v-‘th‘ing~,s< and where they come from, about which-there are a few popular misconceptions.

_' ‘ -Stop andlllookat Apple ‘for a second, since it's a'n_odd.eo_rnpari'y'. ‘lt'_has beeitaround longenough._and hvasahigh
‘e'_t'iough_-profile tha‘t‘it'.s easy -to forget that. While most high-tech firms focus on one or two sectors, Apple does all of
them' at-'once.'Ap'p|e»mal<‘es, its own hardware (iBooks and iMacs), it makes the operatinvg sy-stern-that runs on that hard-

'~.ware(Ma.c' OS:X), and it makes programs that run on that operating system. (‘iTunes,=ilVlo_vie, Safari Webbrowser, eto.); '
' -It also makes the .consumer—electronics devices that .conn_ec‘t t'o'_.all those things.(_the ‘rapidly multiplying i-Pod ‘fam_ily.),;

' and it runs the online-service that furnishes content to thosedevices (iTunes_Music.'Store;).- lfyou'smoosl_1ed together -
Mic,r0so'_fi_, Dell and -Sony‘ into _one company, you would have something like the-diversity of the‘ Apple technologiizal.

_-b"iosph'ere.:. ’ '

' Whylwouldl-anybodywun a business like"tliat'2 lf you follow conventional wisdom, ‘Apple is doing it all wrong. _
- to do everythingat once, and you won't do anything well.‘ Worse, the way Apple operates is “not how you're supposed to

fos'ter'innovation,'—or'not in th'e'U.S_,sanyi.vay._ Under the -traditional, capitalist, Adam Smithian model, new and better
things arise as a.result offieedom and open competition, hut Apple is-essentiallypperatingritstown closed miniature

_5techJto}ecoitomy. What’ is this-, Soviet Russia? Why not licenseilvlac OS X to;D,ell, see what hardware it comes: upwith
. and let-the market decide ‘whose ride is flyest?'Is Steve. Jobs, afraid of a little -healthy Wiasslih‘ in the great American
-bazaar? ' ' ' - ‘ ' - ' I 3

, "Arid yet this is thecompany that ‘gave us three of the signature technological inn'ovatio_ns_of the past 30 years: the
Apple ll, the,Maeintosh and the iPod-. ln tliepast six "weeks alone, Apple has ~sh_ipped.thre_e impressive newproducts: an-
;u_ltra-qtiny iPod called .the _nano,;the video iPod and _a nifiy featurecalled Front Row that ‘lets you run your computer from
"across the room, lying on a.sofa', clicker in hand, without‘ crouching over a keyboard. That is cool stuff. So,‘ wheregdoes

- it allcome from? -

Ask Apple CEO Steve Jobs about it,_ and he'll tel} you an _instructive little story. Call it the Parable of the Concept _
Car. "Here's what you find at .a lot ofcompatiies," he says, kicking hack in a conference room at Apple's gleaming white
Silicon Valley headquarters, which looks something like a cross b_etween an Tyy League university and an.iPod. “You
know how you see a.show_ car, and it's really cool, and then" fouryears later you see the production car, and it -sucks?
And you‘go, What happened? They-had’ it! They had it in the palm of their hands! They grabbed defeat fi'om thejaws ofuififnrxll. .v...._ I .

"What happened was, the designers came up with this really great idea. Then they take it to the engineers, and the
engineers go, ‘Nah, we ca_n't do that. That's impossible.‘ And so it gets-a lot worse. Then they.take it to the manufactur-
ing people, and they go, ‘We can't buildthat!‘ 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 Jonathan lve, 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 outsi'de.of_a_Ietsons cartoon. ‘Sure enough," Jobs recalls, "when we took it to the
engineers, they said, ‘Oh.’ And they came up with 38 reasons. And I said, 'No, no, we're doing this.’ And they said,
‘Well, why?’ And I said, ‘Because I'm the CEO, and I think it can be done.‘ And so they kind of hegrudgingly did it. But
then it was a big hit."

There are two lessons to be drawn from that story: one about collaboration, one about control; Apple employees
talk incessantly about what they call "deep collaboration" or “cram-pollination" or "concurrent engineering." Essentially
it means‘ that products don't pass from team to team. There aren't discrete, sequential development stages. Instead,-it's
simultaneous and organic. Products get worked on in parallel by all departments at once--design, hardware, sol‘tw'are—in
endless rounds of interdisciplinary design reviews. Managers elsewhere boast about how little time they waste in,mec-t-
ings; Apple is big on themand proud of it. “The historical way ofdeveloping products just-doesn't work when you're as
ambitious as we are," says Ive, an affable, bea_rl_il<‘e Brit. ."When the challenges are that complex, you have to develop a
product-in a more collaborative, integrated way.“ ' ' ‘

Everybody you meet -at,’Apple will echo .th'ai precise sentime_nt,,in almost Stepford-like:unison. Not only havethey
-all drunk the Kool'-Aid;g they all have the saint; favorite flavor. They're on ahot st'real<,_.and they l<_now it. '("’Thé'So_ny
-guys‘ are over there across the street. with binoculars," jokes a senior vice p'resid_enL "They ‘rented space on the fourth
floor." High-tech trashItalkl) It's almost _e,er‘ie: Apple employees all like -one another, a’nd'the'y have a strong sense that
-they are the chosen of the earth, 'and‘they're;not going to be ajerk about it, but all others whodwell on this mortal coil
are missingpout by not working here.’_ ' ' -

The second lesson-of.l.o1)‘s' parable is.about control, and to. that extent, it's a- lesson about Jobs himself. -He. is one of
the technology ‘world's great innovators but. not because he'Ts_.an,engin‘eer' or agprogrammer. H_e~_doesn‘t have an M.B.A.
either. He doesn't even have a college-degree. (He ‘dropped out of-Reed College ‘after one semester.) Jobs has a:great '
native sense ofdesign and" a knack forihiring geniuses, butabove all, what he has ‘is a’ willingness to be apain inthe
neck about what.~m'atters 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
i't—if, hypothetically, you're -maybe airing-alpet peeve about the fact that iMa_i_:s.have all their ports in the back, where
ihe_y‘re~-‘hard. to get at--he‘-ll’ come storming backiand hammer at you until you change. your minder at least -shut up.
When he‘ generously introduces you to the guy who runs Apple's" iTunes development-tearn,,.lobs.rnalres_it clear
yo u're_welcome to meet him but you can'.'t pr-int:hi's..'name. Jobs doesn't want-competitors pdachingcliis talent "You can
mentionhis fi_rs't.name~ but -not his‘ last name," "Jobs says. "How's that-?" It'll have to’ ‘do. The guy's name, by the way, is
Jeff. ' ' i

_ in other words, Jobs is "into control,.ln' itself,‘ that is ofno real importance, except that in a ‘lot of ways", Apple is an.
expression of Jobs’ personal ethos.'One reason Applc_makes.- its own hardwareand sofiware is that when Jobs goes to

_' the trouble ofcreating a piece of software, .he‘doesn‘t want ‘it running on hardware.-built by a bunchof dudes-he do.esnf_t
know and can't fire. He wants it on hardware he" ‘makes _himself. How else can he be sure that every little thing «integrates _
together thepway he says--nay, insi,s'ts--it should? I

He needsthat control becausehe‘ is'fastidious- about technology the way a_ gourmet is fastidious about foie 'gras,'an'd
' he recognizes‘ that inan ‘increasingly networkedworld, in which -gadgets can't just do their own thing but have to talk to

one anothe‘r, that conversation will go better if-Jobs has scriptedf both sides of it. "One company makes_the sofiware.;'
'I'he'other makes the hardware it's not working," J'obs- says. "'I—'h_e 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. Lookzat Microsoft. Bill Gates -focused on operating. systems.‘ He didn't
worry about hardware. .He gave Windows to anybody-who could pony up a licensing fee, and he let them worry about
hardware. Result? He devoured the market and made the biggest killing in the history. ofkillings. Apple kept its Mac
operating system on Apple h’ardwar‘e‘ almost‘ exclusively. it may have won a moral victory-ora technological one or an-
aesthetic one. But business-wise, it got the bits kicked out of it. A

But Jobs doesn‘t'care just about winning He's willing to lose. He has done 'it~ofle'n enough. _He's just not willing to
be lame, and that may, ‘increasingly, be the winning approach. The'iPod proved that design and cue of use are at least
-as important as increased functionality, and the r"I‘unes Music Store proved that goes for smoothly integrating physical
devices with online services too. ''I think the definition of-product has changed over the decades,‘ observes Tony Fadell,
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vice president ofengineering in the iPod division, who played a key role in conceiving and building the first iPod. “The
product now is the iTunes Music Store and iTunes and the iPod and the software that goes on the iPod. A-lot ofc0mpa- '
nies»don_'t really have control, or they can‘t' really wo_rk~in a collaborative way to truly make a system. We're really about i " I
a system.‘ 5

’I'hat's.onc aspect of control. Here's another. What Jobs has 'accepted—the truth that he's willing to face and others
cower from-_-is that new things’ don't want. to be born. Innovation causes problems, and it's much easier simply to avoid
it. l'n.fact, ‘it's downrighttempting. Other guys may give in to that temptation but not Jobs. He's smart, but more than
that, he's willing to be-the guy who looks over your shoulder and tells you you're not going to rnakeyour dinner reserva-
tion tonight because you're going to be here at the office, thinking different. '

Herek the end of his parable, the story ofwhat happen'ed afier Jobs got the iMac launched. "The people around
here-.-some of them lefl,".he remembers._"Actually, some of them I‘ got rid of. But most of them said, '0_h,'_ my God, now’ ' ‘
I‘ get it.’ We've, been doing this now for seven years, and everybody-here gets it. And if they don't, they're gone."

[Hobs-, S8)‘/'.‘.‘l"cln a-‘hedge fimd or an army ~pl_atoon, that talk wouldfnot s'o'_und‘so' blunt. But because he looks and acts
~* ‘like 'st't_cl1.a«c‘o‘olg‘uy?_-.~th,i.s is the guy who ‘put Lennon and Gandhi on-.thousands.of billboar'ds~—-theswords are bracing, to.-

say-'th'e least..Knd3yetthat1appro‘ach_produees shiny,~_ innovative things ]ike,ti_ie new iPod. Eventhough itcosts the same‘
..($-299) as its immediate predecessor, which Applezinuoduccd only I5 months: ago, the new iRodhas more-memory.(30
GB as.opp_qsed to~,20 G_B),:and‘ it’.s thinner (0:43 in.,' opposedjlo_0.6 Plus, ‘it plays’ video. The screen» is just"2._5 "in.-
d:iagona;l~ly, but because it's-extremely bright and very sharp, itfiiooks bigger than it is. It's the kind ofthing‘ you could
definitely _imagine, being unable to live without.‘ ~

There are other-portable -video players out there, but none look _as.rtic_e'or are as ‘easy to‘ use as the new iPod. And it
wofks well-.’«,s'ear‘ri,lt‘;ssly; as Jobs would say-with the.i'funes-Music’Store,-which gives users a.quick, legal and reasona-
’-b'l'y'ch_e'ap~way to buy video content (which so-;far consists of-music videos, some charming Pixar shorts and a few TV
shows ,fr‘or_n‘AB_C, including-Lost and Desperate Housewives). That is the kind of integration that Ap'ple's approach
makes possible.. -

_ Right-no.'v'v, nobody disputes that digital.rnusi,c is the future and that Apple is thegatekeeper. if it becomes the gate-
-keeper‘ to portable video, well; then, golly. Video is .th"eblood'an'd the‘ lymph andthe lingua, franca-.of cfontemp_orary-cul-
lure; ‘Music is impo_r_ta’rit, of course, but the scale ’isdiffe_rent.‘ In a typical. week, a top-selling album may move 300,000
copies.. A _to;':j~rate'd'?TI'V'show can draw _an audience of30 ~n'tilii"o:_i.-' Add to that -moviwrailers, animated short}. .0ld synf
d-icated shows; DV-Deextrarstyle-eitclusives, and the entire television -in'dirst'ry,_ which is hungry for new -kinds of reve— _
nuej, is going 'to~have to reorient itself. And m'aybe.a few other industries besides (cough! pom!=_cough!).

The‘ new ‘iPod‘s potential is so huge, it inspires even -Jobsto a burst=of ufnderstatement. "There is no market today for
portable video," hesays. "We're going to sell millions of th.ese.to people who wantto play their music, ‘and video is
goingto come al.ong'for the ride. Anyone who wanw to put ‘our video content will put it outfor this, And we'll find out
what happens." Yes,-we will. We're‘ all coming along-for the ride,‘ and we _all know wlro'_s going to be driving.

Box STORY}.

. -‘History ofthe Revolution ‘ .

Apple H ‘was the firstvof many innovations thatfhave changed howwe live, and play
Then‘

_APi’LE ll The first l_arge-scale-production computer, created-in 1977 and sporting:an 8-bit architecture, wasa fa-
vorite in hip '80s households ‘ ' '

_ ~MACl'N-'l‘_0SH The original Mac, called the 128K, debuted in l984~and was the first mainstream personal computer. i
with ‘a_ graphical user interface V . . ' ‘

-iP0D With its sleek, seamless design, the company's first portable audio player, released ‘in 2001, instantly became
- theultimate icon of the digital-music age

Now . - ' '

THE NEW iPOD The filth-generation device can handle video as well as music and photos. Withiup to 60 GB" of
memory, it's still 30% thinner than its predecessor
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iMAC_GS The slimmest desktop on the~marke1, it combines flat-panel monitor, computer and camera in an elegant
'2.-in.-thick body. ‘_ptip_s it im aln‘i_fty r_emoZ_t_e cOI)tl’.6_i

Next? Few companies are as ‘stingy with their plans as Apple. "lt doesn't make any sense to tell our competitors
what we're‘doi_ng," Jobssays, But_n_o.w't_hat_Apple owns portability, could we one day see a-HYBRID STEREO-iMAC
for the living room,-.-perhaps with '-TiVu—style ’video--functions too? And, who wouldn't‘ want an iPOD CAMERA?

GRAPHIC: PHOTO:'Pliofogr'aphs: for TlME by, Art Streiber THE CORE The Apple team, fi'om left: engineering vice
president!-‘adelI,‘iPo_d head Zion Rubinstein-,. industrial design chief Ive, CEO !_obs and marketing director Philip Schiller;
-PHOTO: Photographs for TIME by: Art Streibei‘ THE DESIGN GUY Ive, left, is credited with designing the iMac,

which turned A-p‘ple's' fommes;-l7IVE'PH0TOS: ART STREIBER FOR TIME (2)_

'LOAD'-DATE:_O<':tohe'r is,.2_oo‘s
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h3STRACT:'No technology.5ince the VCR.Ls as revolutionary-to personal

enter:ainmefit.as the MP3 player. And the revolution is just beginning. More
than a third of homes that have computers will also have iflods within two
-years, according to analysts at Herrill Lynch” What 5 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 ana1yst»at American Technology Research. App1e‘s M93 players are'the
easiest to use because Apple software seamlesely Iinksxphem to a computer
j1ibrgry.and the iTunes on1ine,store~ Today“s top MP3 players.noL only let
you:keep a wide'ueriety of music on'hand,.but~they aLsoj1et you play it
-through most stereos. A ’

TExT:;To;soe more or to subscrLhe. visit kiplinger.com
plus’; i.-Poo‘ ‘PERFECT FOR FOWER _P1’;aAYIj]RS

on 9age(s).97

plus: _:§.Pqd riemo _lx1E\DE FOR nzmvnaou were sessmus on page(s) 97

gins: iPod.shu£rle TINY TUNES FUR TEENS on page(s) 97

plus: inod to the'MAX on paqe(s$'l00-101 A

by SEAN 9'NSILL

TECH Your guide-to the core features.of-App1e‘s hpt player. By Sean,
0‘Neill ’

PHDQOGRRBHS BY_MREDITE HEUER

He_Ea11:into two camps when it comes to.MB3 players—~those mini.mach1nes
with massive memories,‘best known-by the standard bearer, Ap9le's iflod.
While some of us consider them glorified Halkmenw others=consider them :he
-fifth :lobe of pgzr Lb-ra5,x1s._. "

‘Carlos Pedraza of Santa Cruz, Ca1., is a Eoa person, He bqqght'his first
iPod five years ago. Says Pedraza, who is.a director at a nonprofit group;
"Thinking.of an iP9d as 6 fancy CD.Q1ayer is just as mistaken as thinking
of a computer as.a fancy typewr;ter. MP3 pleyers let you go so much more:"

with memories that can store thousands or spngs..MP3 players play the
soundtrack of your life, Tunes can be loaded to suit your mood, change your
mood or create-whatever audio reality you wish between your ears. IPods and

some other flR3-glayets con alga Store names, addresses, caLendars, computer
files, audiobadks, podcasts and many popglar TV.shows.

Ihese gractiqal,edvantages have_won over legions of fans” such as Michelle
Peluso, chief executive officer of Travelocity. “After years-eokay,

2006L- Q: \apple Law Library Septembar
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decades-—of not getting nearly enough exercise, 1'm now an avid runner,
largely thanks to my iPod," says Peluso. "Running_always seemed h rrihly
boring and monotonous until I got my iPGd. Now I run ten to 15 miles-a week

and zone out while listening to-everything from Merle Haggard to Black EyedPeas."

No technology since the VCR is as revolutionary to.persona1 entertainment

as the MP3 player. And the revolution is just beginning. gore than a third
of homes that have computers will also have iPods within two years,
accozding-to analysts at Merrill Lynch. what’s_more, sakes of all devices
float can store and phay 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 Techno;ogy_Research,

,If youflre iust coming to grips with-the zevelution, don“t worry. This guide
.wii; update you and g;ve;you a look at where digital muaig is headed.

To start, your best bet is-an ifiod (£or.detai1s on-iPod models, see the

next page). Ap91e’s MP349layers are the easiest-to use because Apple
gofeware seamlessly links them to 3 computer libragy-and the imunes online
.stone (where you can buy mqaic), both g£.wh;ch zecognize your deviae
instantly- None of Apple's :ivels.hes created anything as seamless, and
-each has fallen short in otner.areas.‘Dell’s recently neleasefi DJ Ditty,
£or_examp1e, fails to improve.Qn the iight.weight and simple menu control
of iRod's-most basic model. the shufile. Sony's players cost‘more than
‘App-le per <1i_<Ja_.byte of ==e.mo.ry_, without offering b.e_‘tit:er .§eatur.es. Plus,
iEods‘Loqk fihe.¢o91ea;.

No technology since the VCR is as revolutionary to personal entertainment
as the mP3.piaye:.
VERSATIEITY

Today‘s top E93 players not only let yep kegs a wide vegiety of music on
hand, but they also let you gray in through most stereos-

Eo:‘exnmp1e, marketer Eeter Eyers of gill V4lLey, Cal., used to bring CD5
in-Lhe car.with him to amuse his 2-yeaxrolé qaughter, ggitlinz “if I had no
.hear *Hhee1s.ou the Bus‘ one more time," he says, "I was-going to soxeam.“
Beter_qnd his wgfg, Emily, now play children's tunes alanfi with their own
£aVG:it¢51 Ebankfi £0 his year:pld iPod,=wnich $hey_haVe stuffed with 6,207-songs.

Rater uses Gxiffin Technology's £T£ip transmitter (recently gao to $39,
depending an -compatible i.Ppd model. at ~.w.ww.pcma1.1..com; for more on. this -and
other i‘P.o..d accessories. see page 1.002).. "flue device broadcasts your i~pod's
asongs ghrough an ungsed EM channel pn.a radgo. The=iErip tnansmipger legs
the Evers fiemily enjoy tons of tunes without the hassle of stacks of discs.
-other drivers have an even better alternative: about five million cars-this
yea: mi11'be snipged with ginect cables for iPods,

Another cpdl function of MP3 players: They can play music downloads izom
online stores, making song purchases a snap. Consider high school lihnarian
Steye Davidson of Albany, N.1.,,gho basnlt bought a CD in.four_years. On a
-recent mofbing, he was reading the news on hgs Laptop while-eating his gold
cereal. He saw a story about a band ngmed my aprning Jacket, called up a
review of it$.albums at Ro11Lngstone-cem, aha then bought a song at oniine
music stage iTunes,com-—e11=beEore‘neading to work, Culling tunes online
isn*t just convenient. it's economical, says Davidson, whogpzefiezs paying.a
buck for one song to paying.$13 for.an.entire=CD. He laughs at how his

Appie Law Library September 25, 2505
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.£ami1y takes digitel music for granted. one of his son Max‘s first words

ITuees sells about 1.4 millian songs a.day and offers personalized

zecommendaticns based on what you bqy. But one flaw with iTunes :5 that its
songs play only on iP0ds. If you have another.make of MP3 player, yqu need
to buy music gram other online stores, such as'Nap5te:-cem, Rhapsody.cum
and wa1mart.com. Songs cost 99 cents a pop ax fihese web sites
gWalmart.com'3 are 88 cents), aithough a sliver ofi titles are priced highes
or Lower. The seiectiou at iTunas is typical of all the-sites‘, about two
million titles. (To run iTunes you need Windows XP or 2000, or Mac Q5 X

10.2;8.o: 1a;er.} But online shoppiug_isn‘t essential to enjoying an 593
alayer. Most ifiod ownezs buy only a dozen or so songs from iruges ané
tranéfer the rest from their existing.CD collection.
Angther useful fieatuze of MP3 players is that they can.store andiabooks.
fihen Jetaluegfilight attendant Karinpe,Saint-Louis received a 40—g1gabyte
:iPod as a gift a year ago, she began lpad§n9_beoks &Dd'muSiC5QD it. "My
liie is up in the fliff-QUE intended—~and I have to condense myzbelongings
‘because i’m constantly on the go," she says. "It spothes me to have all my
books and music-with me."

’=Saint-Louie buys audiobodks ey-steyhen Hawking and 5-5. Rgw1ing.on CD and
then transfers Ehem to her i?od. But gun can also download audiobopks
;di;e¢t1y from Audib1e.com to anY\mode1 1206 and many other HP3 players.
Prices Eqr dognlaads age CDs.a:e cgmgarable. Recentiy, the bestseller
Exeakonqmies cost $20 as a dqwnload item Audible.com—vthe same pxice
;Qharged'byiAmazon.cam for the CD version.

;K9§le”$ Eivais are racing to develop-anzmrl player that will let_you lead
music without hooking up to a PC.

.WIiA’I.‘ ' 5 NEXT

Apple has a Lock on the market today. IPcds account for 72% of:MP3—p1ayer
'a$Les, gays the_N£§ Group. an: fine 1906 itselfi may tux; out to be a.§ad, E0
matter haw trendy apple's famous white.eerbuas eye now, in several years
_the cool kids.on your block cculd be.li$téqing to thei; music-gn another
manu£a¢£urer€s.MP3 playex,:says-Eaul;saffo, a xeseerqh ditactox g; the
'Institu%e for-the Eutuze, (Given the iPod'a status as fashien icon, Saffo
;nptes, “Earls is no longer the qenter:Qf"fashiQn.'flpw it‘s Silicon
vajney . " 3 '

But fed or.no, you shouldn't hesitate to buy an iEod—-qr any othe: flP3
player--because you‘re afraid you: music-wQn*t wozk on tomornow’s players.
‘Sq¢geeding.gene:ations of devices wi11'be ab1e~ho p1ay'mnLtip1e fprmaes,
says ion Ezensen, an analyst with Gqrpner Group,

They will alsofbe cheaper, smaller and smarter. For example, the latest
irod (a 30-93 version) is 4$%.smal1e: than the original 2001 mQdel~~at a
;25% 1qwer.p:ice. And its herd-drive memqry {which has :otating_platters
along witfi5other'moyin9 parts) holds six times more data,

In the past year, apple intnoduced.two.deyices, the nanozand the shuiile,
.that hold less data but ate aLso less-expensive. These devices use flash
memgry (with a memory ehip and~no-moving parts}, which will $pon‘be abie to
store mone.data in a sma11er.spaee and at a cemparahle cost~to ha:d~¢;ive
memogye .

figple“s rivals are racing to develop_an MP3 player that well is: ynu load
music-firom an online stare without hooking up to a PC. Egpect such deviees

Appée Law Eibrary ' .$aptember 25, 2096
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to hit the market within-the year, says IDC analyst Susan Kevorkian. Apple
may follow suit ifi the devices win fans.

The first wireless music store that allows you to download music directly

-to your cell phone was recently launched by Sprint Hextel. About 250,000
songs are_avaiiab1e. Each download comes in two versions, one that will
.pley through your 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
zversions. Verizon and Cinqular are expeotefi to ofifer a similar servibe

Vshobgly.

It‘s too soon to know how.popular tt”ll be no search an online-music store

using a phone”s Lil1iputian.scneen, as opposed to using a computer monitor,
=flo:eover, few consumers seem eager to download:music directly to their cell
;PhQDe$:'a3d mast aP2ear.coH:en: t0 keep their HP3 plfiyers and cell phones
separate” " ' ' '

In the evolution of MP3 players,-we”:e still in the Cambrian-era: a time
when digital music devices-appear in maqy germs and compete for dominance
"in ‘the .fnar.ke:9la.<:e.- A.Lth.cr.ug‘r£ the iPo.<i- may be the most hi.<3hllY~ev'o3.,ve.d 'c.oda_y.
we would not be surprised ifi.a sixth lobe is now being pecfeqted in an
invento:'s.lab.

page 97 RewardsEIPLINGER‘s JANUARY 2006

‘Features; The t9p—oi—uhe—line iyod includes a 2,5—inch qolor screen that
-can display videos, photos and‘a1bumscover act. Besides music, 1; plays
recordings of many videos-and some'top TV shows sold at LTunes_com for $2
each. it connects to TVS and projectors, if you'buy a cable for $19 from
Applelcom. ' '

Capacity; ¥on.can store about 3&0 hours of mqsic, or about 15 houxg of
video, on iPods.with a.30-gigabyte hard drive and about twice as much on
GD-GB models.‘The 3Q~GB version lets you watch up to twoghouxs of video.

and-hgar.pp.to la hours 05 music, on one battery charge,

Erica: $300 for the 30-68 model, $400<£or the $0—GB model.

9:9: 97 RewardaKIPLI&GER's JKNUAaY 2006

Eeatures; About-the size of_a business gard and 1[4~inch thiqk, the nano
has a color screen that's 1:5 inohes on the diagonal: It‘s nearly half the
weight and half the depth of the i?od mini,=which it has replaoed. You can
listen to songs for up to 14 hours on.one charge, The nano stores its songs
DD-f$35b EGEQIY: $0 ix “#5 no moving paxtaf That means SONGS VOfl"5 Skip
when the device.is shaken, which is not=the.case for hazdadrive iPp§s.

capacity: You can 5t9IE aboux 24 hour5.of music on a 2-63 flashedrive nano
and twice as much—on the 4~GB filashrdrive version. Both can store.photos
taken by your.digitel camera {but not video).

Brice; $200 for the 2-GB model, $250 for the 4—GB.mode1.

gage 37 Reward5EI?LIRGER'S JAHUARY 2096

Features; The.$huEfle is the cheapest and least powesfol of $pp1e’s
players. The size of a pack of gum, the white device is exponentially
better-than a CD player to use while.waLking or exercising because of its

Apple flaw Library September 15, ZQOG
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slim profile, long battery life (up to L2 hours on a charge) and use of
flash memery, which prevents song-skippinw. The shuffle lacks a screen, and
it connects to your computer with a USB cable, which means it won't work
with apcessories that use a dock connector.
Capggityz The 512~megabyte shuifle can store about six hours 0? music; the
';-G3 vessign peeks nearly twice as much.

Price; $100.for the 5l2—MB model, 5130 for-the 1-GB_model,

pages 1004101 EewardsRIPLINGER'S JAflUARY 2006

ACCESSORIES

Tune in where you want, when you want.

PflQ1}OGi_mPHS as; RENEE -C_:O_r.v1_E;'I‘

HQME RUN

Boost yqur home~entertainment system with the QLQ HQmeDocke£:om;nigita1
Lifestyle Ontiitters ($160 at www,d1g.qom)..Jgst slip in your_;2qd, connect
the device to your stereo or vv with the included-cables, and you can use
the B0m£DQak5s remote central to play music through your home stereo or run
a siide shpw.oi-phctos (or videos, if you have the latest iflod) on your TV.
It=wqrks wixh'iPcds tha; dpck from the bottom,-rather than by a usB.or
Eirewire cable, -
CAR TALK

send yppr kicks to your carmstereo speakers via your iPod with Griifin
Technology s-ifizip F5 eransmitte; txecently $30 to $39, depending on iPed
mgdel, at wmw.9cmal15com). mhe txansmitter bzoadcasts yonr tunes via a
vacant EM firegpency. The iwrip costs far Less than wiring your iPod ta your
ca; speakens, but its wireless service is somewhat less reliable, In cu;
roughly 400~mile road test, iTrig couldn*t~£ind an open frequency in some
glaéesl There is‘an irrig model that wqrks with every iPQd, except the iPod
shuffle. -

DESPEEATE HOBSEWIYES: ABC/SCOTT GARFIELD

?ORTABLE JUKEBOX

Souls 1m@a¢tVs i-Fusion pQrtable—speaker kit (necentLy $150 at
C;rcpitcLty,§pm) doubles as a hard case and charger, sgaring,you'fnom
having t9.carry both your ipod and 5 separate charger, Its-nigh squad and

superior bass tops that efi rivals, but it lacks a subwogfer. mhe hard case
acts as a speaker cabinet, impravihg-Ehé fidelity. The ierusioq 15

compatible with all iaod models, thanks to an included adapter, and it can
connect an iPod tn 3 traditional stereo, ”
SILENQBRS nag GQLDEN

some iPod'nsers gripe that Apple's earbuds dQn“t fit peel: eats 9: filter
out external sounds.'Now.come Qne—size-fits—a1; solitude headphones (§200

at www.pro§ravelgear.com). The soft febnic gently cups your ears.-while
_£i1te:ing get the rattle and hum in airplanes and subways as ef£ec:iveLy as
other top-noise~cancc1ing heedphenes we tested.

RADIO TO GO

"Video Killed the Radio Star" was an early “B05-song,.but todayfs version

apple Lay L1 rafiy September }5,_2606
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might be "nadio3hark Saved thé Radio star." Radioshark. made by Grittin
Technology [recently $50 at Target.com), is a fin-shaped antenna you can
program to record PM and AM s.ations. Replay a show (edi¢ed, if you wish)
through your PC or any i?pd. Never endure a pledge drive or a commercial
again.

DESKTOP DEEJAY

5BL‘s On Stage II (recentiy-$130 at Apple.com) refiines the iPod speaker
Coacgpt‘hy adfiing 5 remote control. Wé found the xemote will ogarate the
device firpm a distance, even through a plastes wall. The speakers pump out
.riéh tggblg and bass, but th¢re“s ng subwoofier for deep sound. On Stage is
compatible-with the standard iPoq, the shuffle and'the mini (§nd~many MP3
»and.CD.players, glus laptops an¢ other devficesj. Owners of the iPQd'nanc
.ueed to crder a free attachment.from www.jbl.com.

-_--S:".'_.1‘LW' G'__§?E_L7._»I;

cars IS THE FULL-TEXT- Cqpyright.KipLinger Washington Editgrs Jan 2006
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If you want to take up zesidence on my iPod, keep it real
.CalyaIt, Richgrd
‘Revolution P94 82 May 2006

'DDC TEPE: ?eriodi al; Commentary
ISSN; 1450-5953 JRNL CODE;_RVL

LANGUAGE: English RECORD TYPE: Fulltext
VLEHGTH: 1 Pages wean COUNT: 497

ABSTRACT: Everyone is into iPod. The fact that Apple-has shipped 41 million
‘of the little bundles of joy over the last 12 months is a-testament to the
universal appeal of the little marvel -- or some great marketing. The
aothor.does not yaat overt marketing messages pumped.into.his ears. fie is
-managing to avoid mu¢h.of-the~teievisiQn advertising-out theta and‘happily
filter all but the most.eye—cat¢h;n§. ongaging online content, so tho last
thing.he moods are avert marketing messages delivered across his channel.

TEXT: Terminator 1

ZPod,_you pod, heishe pods, we pod. they pod. We're al1_at it- The fact

that Apple has shipped.41 million of-tfie little bundles of joy over the
last 1Z.months (www,apple.com) is testament to the universal ogpe@1.ofi the
filttlg marvel — §r_some gzeat marketing. Take your pick you cynic.
can-you remember your fiinst time? i can. It wag in 2001.l was standing in
the Agp1e.Store, up on the first floor. hovgzinq around 6 circulaz table
that displayed a handful of beautiful, little white and~5i1ver boxes,.al1-
-safiely tucked away~in the cozner with the USB~d:iveu desk fans and reading
‘lights, All fresh from the_Lnnoyations catalegug. standing there, I~struck
up a~cQnVcrsati0n aith=another.similarly bemused customer-‘wg thought that
they looked great. and that wheel — how loveiy, But what.w§s it €op?‘fiow.on
.earth.we:e:we going to.fi1l IO,15 or 20Gb? Yeah, music, but a CD only lasts
an hour.and a bit... and so the convérsation went on. In the end, wé

deeiéga that Apple must~have a plan, I mean, why bother building it
othegwise? “

.05 course, we both bought one, and 2,741 songs later, I still have an
;alarming,amount of unused capacity on my iaod, My iPod diet has expanded
though. It includes the-usual stream-of shuffled songs collected on various
-forméts acxoss the past 20‘pr_so§year$y pigs a French class {The French Bod
Class), the CNET Heks.com_§§ily tédhnology ?odcaat;agd_a joint BB§—RBS
‘technology Podcast, The Woriq, all updated regularly and archived for my
delight and education,

flfiat does that mean?.I-suppqse.it_mean$-that one dog ITil:fill_my ifod with
j3c.years of technology updates — oh, and.be fluent in French- It-moons I
get content that I want, delivered by people I trust straight-to my head.
nut, let-me level with you, you.giddy-maxketer you;': don't want overt

marketing messages pumped into my ears, thank you very much, I*m managing
to avoid much of the TV,advertising out there and happily.filter all but
the most oyecztching, engaging onlina content, so.tha last thing I need.aze
,ouert marketing messages delivered assess ’my’ channel,

so, engage me,.egtertaig me,-give me something to talk about.;flost of all,

keep in moving. Don‘t think IVL1 he gontent with 12 minutes ofi PR guiiezy
and an intervier, Provi¢e a platform for other people like me to cieate ago
.5ha;e content,,Make it funny or intelligent — just cut thezsell, If you can
manage this, you're welcomg to take up residency on myiPod.
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-ovely. But what was it for? Eow on earfih were we going to
3'11 10, 10Gb? Yeah,-music. but a CD only iasts an hcur... and so the

conversaaiun went on. In the end, we decided that Apple must have a plan

 

Richard Calvert is senior stzategist at Tulle Marshall warren

"1‘H.I-S IS "I.‘Hs'§ FULL-—’.l‘BXT.
Copyright Haymaxket Business Publication: Ltd,'May
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DOC TEPE: Periodical¢ Feature LANGUAGE: English RECORD TE?E: Abstract

-ABSTRACT: En 2004, Adam_Curry, a-former show host on MTV, usgd his own
celebrity agd the underlying technologies of blpqging to pgpulazise yet
another next big thing: ‘podcasting." The "pod"-comes from-Ap91e‘s iyad, a
fashionablu.portable music player-ea stroke of marketing luck for Agple,
which initkally had nothing to do with podcastingw The "casting" combs from
broadcasting, wfiich means sending a radio signal to an entire population in
a pasticular geographic area at.a particular time; It works as-foilaws. A
podcaster gecogds snmething—~anything_f:om music to_philosqphi;a1
ramblings, profggsional mafia or snorting noise§—-into a computer with-the
aid of a microphone. than pgsts this audio ££le.qn;Q thg innernet. Theta,
people can llsten-to it and, more imporfiantly, subscribe to.a "ieed" firom
the same pqdqastgr, so that all nay audio files from that source are

automatically pulled down ag soon as they a:e_published. Dues podcésting
there£ore~spe11 the end of raéid? The.af£eccs.pn radio, while not lephal,
wil1'be 1arge..3ut historically, Kadlo has been good at adapting,

(Copyright The Ec0nomisk,NewspapQz Ltdw All gights reserved.)
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FBI sgecial agent recounts outsourcing horror sxory: Also warns of the
dangers of mobile computing security lapses.(Nenette Day of Federal
fiureau of Euvestigation}

jsrown, Bob '
fietwork world, QNA
May l6,.2006
1'.E_X'I‘:-

By1iue:'Bob-Brown

who CAD%C5H company thought it was protecting itself, having
gmploxees of the Indian outsourcing-company that was debugging

its sourcg code sign non~disclosure_agreements. But when.a
disgruntled outsourcing emplQyée.swipad a copy of the code a-few

years back and tried to sell it to thé—CAD/CAM vendor's competitors,
the vendor found out-that the NDAS wero of little use . '

when it came to prosecuting tne~alleged.thie€ in-rnoia.
"They we:en”: worth the paper they were written on,” says menette

Day,_an PEI-special agent out of Boston who-did'¢ouble duty
’ as both the.case agent and undercover agent investigating this crime

against software maket_SolidWorks. "The employees woulo '
have-had to sign the agreement with the Indian company, not theAmfixican Qfi@:"

Day, who has worked in computer grime for 8 years and calls herself
”a.qeok.with o gun,“ told attendees at last-week's CID

Forum phat 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
potential customers unite on a cruise ship put of New York

'ty. (0ther~discussions at the evént focused on topics such as
ihefé and biometrics and grid computing.)

A handful of FBI agents were on board to consult-with IT pros about
.oybe:crime threafis, a topic that FBI ggents say comganies ' '

;are often reluctant to talk among.

As for prpteqting yourself when outsourcing to other countries, Day
advises IT-efigcptivns to assume that you have no legal '

_ rights. “It should not star:~wi£h your unde:standing_of American
.law,“ she says. ' .

In India, for example, there is no theft of.;ra§e.secret law, Day
zsays. Tndia—does have an IT act, she says, but it is mainly

ztocused on copyright-violations.

Day.s;ys-that despite the fact that “there was not a shred o£_
;evidénce than we did not name" qgains;';he.olleged.so1idWorks

tniaf,_prosecutors in-Endia have failed to-convict the suspect and
he continues-to~wo:k. The FBI initially tried to lure the

suspected ghiefi out of India to simplify prosecution, but he was too
s1.uart.f.o.:: that, Day says. ' -

Indian police nabbed the suspect in 2992 when he allegedly tr‘ed to
soil the podo~to Day while she was undercover (she says

he initially tried to sell the code for about $2S0,flQ0, not
realizing it wgs probably worth.$300-million). Eortunately, she

says, the-original sou:ce_code was-recovered and copies were not
bqlieved to have been sold,

In-the woke of that case, Indian softwaro developgrs haye formed a
lobby to push for stronger intellectual property protection

lows, Concerned that companies won't outsource to India if they
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aren't better pr‘tected, Day says. Outsourcing firms, like
the one sc1idwo‘ks worked with, have also tigutened their own

security policies considerably in recent years, she says.
Another thing to consider when outsourcing to other countries is not

just whether there are laws to protect intellectual property,
but whether the laws are enforced. "No criminal law exists if the

police will not enforce it,“ she says, noting ehat the FBI

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

expose 1nd1a's'laissez-faire attitude toward the case).
Questions companies should ask when outsourcing to_other nations,

Day says, include the following:
* can my company risk loss of this data?
* what are my liabilities if I do lose it?

t what are your notification requiremengs if you Lose customer data?
(She notes that if your data is encrypted, you might

not have to report it missing;) ' "

* fiiil the company you are outsourcing to go the distance if you
need its'help-to-chase.down a criminal?

~ How long could a prolonged Legal battle in a foreign country cost?
("You could lose all your outgourcing sayings there,“

Day Asays-')

"This is all risk analysis,” she says. "We're not saying don't
outsource. We’re.5aying Learn the risk points and add that

,to your analysié when choosing the country or company wherever
you're outsourcing." ' ’

nubile cementing worties

Mobile computing_is the other area of networking that hesznay yegy
concerned on the cybercrime fronc_ xhis involves both stolen '

and lost mobile systems.
“Laptops, 5 don’t.eyen know how to get on this soapbox and_scream

loud enough," 5aya,Qay, citing third—party market.research
about fens.of-thousands.pf cell phones and-portable comgutersibeing

left in Chicago.baxis during a six—month period last year. .
"Universities, companies, government. Where~cou1d I not go and not

tell you a scary about-the laptop that went missing and
' did not nave the information encrypted."

Day points out that even the E81 encrypted its laptops when she
joined 3 years ago. “And (at that time we were) behind the

curve in every way electronically, except that," she-quips.
-IE’S Wminfi boggling“ that information in being kept in the c1eer,on

portable devices and =.th.af¢ :¢.om9a_nies- area‘: being mid "
.:e$900sib1e, Qay=§axs. Enough she §ays thatscomganies are starting

to.pay-the price, as a credit_ga:d processing company recently
settled a compromised date.cese for big bucks,

;Ca$es_so far have mainly been ciyil ones, though she says criminal
charges~won‘t be far behindagiyen-tne~emergence of new- ‘

' ,data-protecxion laws.
Dny=elao discussed the danger5.of cell phones, which she described

as gozential monitoring devices,.given that so many‘naue

cameras and eudio recording capacity on them. They can.a1so threaten
security by being tegped, through techniques such as

someone aékiné to borrow your phone and downloading a tracking
program, she sayg. .

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

"we understand how eesy chase things.are to compromise," pay saye,
"You might want to consider in your own company a no eLectronicsarea."

APD0000008
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This includes devices such as iPods, which can be used to swipe info
via "pod slurping," a technique that involves simply sticking an iPod into a USB
port on a computer. "They don't even need access to the keyboard." she says.

flay urges IT pros to Contact the FBI if their intellectual property
is stolen. noting that even if criminal charges are brought

against someone, civil cha;geS can also be made.
COPXRIGHT 2096 Network World, inc.
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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 others 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 microscopic fraction of the listening
public. 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 thetransparency 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. (Znzz.) No word on what's on
Queen Elizabeth's mini, but we knew that the Pope‘: white nano has Beethoven, Chopin and podcasts fro.rn Vatican
Radio.

Surfing someone's iPod is not merely a revelation of character but a means to a rich personal narrative, navigated

© 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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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 shifls in the way people consume music and ultimately the way people will go about making music.
Fifiy years ago, the 45-rprn "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 19905, 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 trying to get the
royalty rate for twelve tracks." A '

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 ..~. shuttling 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 straight into our brains, via earbuds? Has it transmogrifred 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 case. 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 20003, 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 Internet 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 farmhouse, 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 outmore 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 fifih-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. '2 2006 by Steven Levy.
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Your iP_od, my Polaroid

By Elsa Dorfman

Monday, January 12, 2009

M EAN'WH ILE

My love of Polaroid began in 1962 when I 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 woulddrop by the store. then as now a
destination for poets. andtake pictures of anyone who was hanging around. They were biack—and-
white photos. Peel apart, with a stick of preservative" to _fix the image from the ravages of light.

In 1964, I moved into an apartment building where a Polaroid original, Dr. Cutler DeLong West, who
started to work in crystallography with Edwin Land before Polaroid was even called Polaroid. lived on
the first floor. West rode his beat—up bike to Polaroid every day. ate all his mealsin the company
cafeteria, and exuded the Polaroid legend of mad scientist.

The Polaroid camera was my generation's i_Pod. our B|ackBerry, 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 instantucameras with panache.

lngthe 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 itso that the camera could eject the image from the film pack. And there was nothing to »-
peel apart. The picture developed in its thin packet within 60 seconds. The camera folded up flat.

The camera I still use._the refrigerator-sized Polaroid 20-by-24-inch Land Camera. was made to show
off the charms andpossibilities 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 I used. called P3. was soft
and the images seemed three—dimensiona|. I 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. Andthere was something mystical about the fact I 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. 4
‘No two photographers can get together without talking about Polaroid. What happened?

.It's hard to get past the disappointment and anger - the harsh reality - that Polaroid film is gone. it is
beyond belief that Polaroid sold — for scrap! — the machines that made the film, that it let the inventory
of chemicals dwindle. Some people say it goes back to Dr. Land and his brilliant

.scientist/marketerlbusinessman dichotomy. Many say it was the lawsuit between Polaroid and Kodak,
which ate up time, money. attention. Hadn't Land heard of licensing his technology? Some say it was
the Polaroid cal ..:."a..0the.'s say Polaroid could have survived if management and shareholders were
content with a small profit rather than a huge pre-bubble profit Many ask: With all the MBAs the US.
churns out, how come someone hadn't learned how to save Polaroid? Did digital. eventhough it
doesn't give you an instant image to hold. make the end inevitable?

In the end. each person has her or his ‘own list of villains. At the top of my list is Polaroid's latest
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owner, Tom Petters of Minnesota. credited with selling the machines for scrap, dismantling the
company. deciding all he wanted was PoIaroid's brand name. I take cold and sad comfort that Petters,
after ruining Polaroid, was indicted by the U.S. Department of Justice. and is now awaiting trial.
accused of conducting a 12-year Ponzi scheme.

Elsa Dorfman-is a portrait photographer.

Correction:

Page 2 of 2

 
Copyright © 2009 The International Herald Tribune | www.iht.corn

http ://www.iht.com/bin/p1intfriendly.php?id=1928 1927 1/12/2009



Q‘and - New iPod, New AV Cable ~ Question - NYTimes.com Page I of 1 _

 Giljr Ncluflork _Qs"'in:e:a'
nytnmes .corr:

Fru'm""fll

?3i'IV§R-FRlE"Gl' FORMAT H _SKZNSDEEO 5|’ I  
 

June 26, 2008

Q&A

New iPod, New AV Cable
By J. D. BIE§QORFER

Q. I can't select the TV Out menu option onmy new iPod when I have it connected to my television with an

iPod video cable. Is there some other setting I need to adjust so I can play videos from my iPod on the TV
. screen? '

A. Most of the audio-video cables or docks that work with older iPods don’t work with Apples latest iPod
models. Whileyou can still watch videos directly on the iPod Classic, Nano or Touch players or the iPhone, '

you need an AV cable or dock that is designed to work with these particular models to play the picture on the
TV. - ' -

Apple has an illustrated explanation of which iPod models work with which specific AV cables and docks at
suppgg;,gpple.com[kb[flT1454. The company sells its own special iPod docks and AV cables forcomponent
or composite connections to your television; each one costs about $50 on the Cables 8: Docks page at
applecornlstore.

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. I

The DLO H0meDock HD, for example (available at dlocgm in August for about $250) offers an HDMI cable
connection andvideo conversion up to screen resolutions of 1080i or 720p for iPod owners who want to

‘ watch their movies on their high definition TVS. ' I .

Questions about co'mpute_r-based technology may be. sent to QandA@nytimes.com.’ This weekly column "will .
address questions ofgeneral interest, but e-mail and letters cannot be answered individually.

’- 3
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Thursday, February 07. 2008 08:45 AM PST 
Apple's iPod continues its dominance at online retail giant, Amazon.

"'37: In the U.l_(.. iPod's hold eight of the top ten places wi_thin‘Amazon's list of top-selling products. with the 80GB iPod
classic the leadingmodel sold by the retailer. followed by the silver 4GB iPod nano. with the 8GB black iPod nano in 
third place.

The 16GB iPod touch is the fourth most popuIar‘iPod
model sold by Amazon, despite its €234 (US$468) price
on that store. In fifth place sits the 80GB silver iPod
classic, with the 8GB iPod touch In sixth place.

‘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 Sohy'sNWZA818 '

Walkman at number eight, and the recently-launched

Creative Zen Stone Plus 2GB player at number ten. ‘ Amazon U.S. displays a_simi|ar pattem of'iDominance.
% with'Apple holding eight of the top ten selling models
§ within the retailers MP3 Playersfist. Microsoft's'Zune,

while briefly in the top ten, has now slipped to 2nd place.(X.
2!

  The silver 4GB iPod nano is the top-selling iPod on Amazon U.S.. followed‘ by the 8GB iPod touch and. in third place.

the 80GB iPod classic. - I

Non-Apple media players among the top ten in the U.S. at time of writing. include the Creative Zen 4GB player in
seventh and the 1GB Sansa Clip‘ in eighth place.
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iPod's: They're not

just for tunes

anymore

By mm Komando
Gannett News Service

Posted: 0210512007 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.

Connectiyour iPod to your stereo. There are plenty
of iPod-specific speakers. Some are portable. Others
are large. But you don't need to buy expensive
speakers. Instead, connect your iPod to your
entertainment center. '

All you need is a cable. Apple and other _
manufacturers make iPod-specific cables. One end
-plugs into the miniplug on your iPod‘or iPod dock.
The other connects to your receiver.

Most attach to the receiver with RCA connectors.

Don't plug the iPod into thephono 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.

AdvertisementL :.
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There are special cables and docks for video and
photo iPods. These connect your iPod to your
television. Before you buy. check that your television

. has compatible connections.

Control your,iPod with a remote. Once you connect
your iPod to your entertainment center, you'll wanta
remote so you won't need to get up to change the
tunes. Apple's remote ($29) works with iPod docks
with an infrared (IR) receiver. '

Apple's AV Connection lfit ($99) features connection
cables, a dock and remote. DLO and Griffin make
similar docking kits featuring a remote control.

Transfer photos. You can transfer photos to newer
iPods. Connect your iPod to your computer and
open iTunes. Right-click your lPod'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
optionsto 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 i_s handy when traveling. _You'll need the iPod
Camera Connector ($29). It features a USB port for
attaching your camera's cable.

Not all cameras are compatible with the iPod Camera
Connector. If yours isn't, use a USB memory card
reader instead. Once, attached. the iPod provides the _
option of importing photos.

When you're done, you can erase the memory card.
You can view the photos on your iPod immediately.
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Store files on your iPod. You can also add files to
your iPod, a convenient way to transfer files between
computers.

To add files. enable disk mode. Connect your iPod
and open iTunes. Rlght- click its name. On the
Summary tab. select Enable Disk Use. You'll be
warned that you must manually eject your iPod
before disconnecting. Click Apply.

Move and explore files in Windows Explorer or
Apple's Finder. Eject your iPod in iTunes. Or. drag it
to the trash in Mac OS X. In Vlfindows, right-click the
iPod name in My Computer and select Eject.

. l

Connect the iPod to another computer and you'll
receive a warning. It will ask you to associate the

iPod with the computer. Click No. Otherwise, you'll - '
lose your «Tunes library.

Contact Kim Komando at gnstech@gns.gan neh‘.com.
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iPoc.l shulile
The world's smallest.
most wearable music

player comes in new
colors and tells you

which song is playing.Learn more r

268
Up to 500 songs

4GB
Up to 1.000 songs

' Battery life "

[ Apple Store Exclusive I

.J:n.:n.a.......

iPod shulile
]Pod shuffle is also
available in sleek

polished stainless
steel — only at the
Apple Online Store
and Apple
Retail Stores.
Lc~a:n more >

Audio playbadc
Up to 10 hours

Includes

Earphones with
Remote (no mic). iPod
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Remote (ncrmic)-, iPod‘ -

iPocl nano
The superslim,
colorful iPod nano
now features a video
camera along with a
new finish, a larger
display. and more.
Learn more D

868

Up (62,000 songs
Up to 8 hours video

16GB
Up to 4,000 songs
Up to 16 hours video

_ Audio playback
Up to 24 hours

Vldeo playbacl:
Up to 5 hours

s:o;..e‘s
ooze-

Apple Store
Exclusive colors

@ ..

@: (PW?

 

iP‘<;.1dc:|assl<;
with 160GB of storage
for music. video. and
photos, iPod classic is
the take—everyth|ng—
everywhere iPod.
Learn more >

Earphones. Dock
Connector to USB

“RD1//WWW-3DDle-Com/ipad/cornpare-ipotl-models/[8/27/2010 3:40:22 PM]

'Co_u'ne._I_:'lor lofU‘S8

iPod touch
Play games, tap into
your music. watch
movies, run apps, and
take your email and
the lntemet with you.
beam more >

Up to [.750 songs

Up to )0 hours video

Audio playback
Up to 30 hours

Video playback
Up to 6 hours

Earphones. [lockConnector (0 USE

iPod touch
Enjoy all the great
features of the 868
model, along with
faster performance
and Voice Control.
Learn more 9
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Apple ~ iPod - Compare iPod models and find the right one for you.
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21
i

i5
2

 

.........

shuffle USB Cable shuffle USB Cable Cable Cable Cable Connector to USB> Cable .

Price

268 SS9 468 599 8GB Sl49 IGOCB 5249 8GB S199 .3263 3299

4GB $79 l6C.B H79 6468 $399

A portion of the
proceeds from every

{vmu':I)" pmchase will
go tolhe Global Fund
to fight AIDS In Africa.

Size
I

1.8 x0.7 x 0.3 inches 4.3 X 2.4 x 0.33. l.8 K 0.7 x 0.3 inches 3.5 X l.5 X 0.24
(45.2): l7.5 X 7.8
mm) including dip

4.1 x 2.4 x_0.4l 4.3 x -2,45: 0.33
(45.2 x .1 7.5 x.7.8 inches inc_he$ -. Indies in’ch'es'_

(Ila )( 6l-.8vx 8.5 mm)mm.) including dip (90.7 x 33.7 x 5.2 (1o3’=;s'.'>£j6_I_\s la _w_.5‘ n m x 6: .3 x 13.5 mm)mm) —mItn

 

 
  
 
 

 

 
  
 
 

 
 

 
  

Weigfit

0.38 ounce ‘ ouncei. 1.28 ounces -'cu.'Lln_c'e's: 4.05 ounces ‘ H ' I
(l 0.7 grams) (17.2 grams) (35.4 grams) (1 l5 grams) l"S_gArarns‘):

Charge time

 
About 3 hours
(I .5—hour fast charge

About 4 hours
(2 - hour fast chargeAbout 3 hours Abel); 3 lio_c_.xrs'

(2—houz fast charge (2—_hou_r fastjéflarge
lo 80%) R9 5099. -- ‘ ‘

 
    

  

Display

2.2-inch (diagonal) 3.5 —iru:h (diagonal)
Tl-‘T display widescreen -

Multi-—Touch display

Navigation ~ _

Earphones with ..Earpi19nej§:5aiitli A _ Click Wheel +
Remote + Voiceover Rernote .+:Voic§Q.v_er_ " Voiceover

  (selected languages) (:ele;\e:l_;lahg1§a§'é's_) " (selectegl languages)
 

  

‘ K73 = E billion b-/it-5; actual formatted capacily less. Music cipnclly is based on -l minulns per song and l25-Kbps MC encoding: actual song cipacity varies by encotilng
method and ‘oil (are, P‘-row ca;;.'s:ih_r is hast.-ti on lPod—viEwa'nle plmlos tn.-t_=_fe:1-ed fram Prunes. Video ranaciry is bavd on H.254 L5—Mbos video an 6<:£)-bv—-‘+80 rsolzxuoza
um-ubiuczl will: lZ8~Kl7p\ audio. Aqua: capacity \-axles by camera. ‘

" Rechargeable bazrem.-=. have a Iirnited mlmbcr of chaige cycles and may aventualtv need to be replaced -Zscc w.-:wAn::le.<onaJsuppcrzgipodfser.-i<.e$ba:mryJ. B.'.|?.ery lifu am.‘
numhe.- r!fLh:I.'gc ryclcs x-aw by use and selalngs. See wv.w.anp':e.:cm;‘ba:mrles for more information. '

Available on lTu::ns. Till:-. avalla billlx; Sélbjtil In change.
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Apple Unveils the New iPod
Fifth Generation iPod Now Plays Music. Photos & Video ,
SAN JOSE. Cali1ornia—-October 12. 2005—Apple today introduced the new iPod®. featuring a gorgeous 2.5-inch color screen which can display album artwork and photos, and play
stunning video including music videos. video Podcasts. home movies 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 30GB model for $299 and a 60GB model for $399. with both models available in stunning white or black designs.

‘The new iPod is the best music player ever—it's 30 percent thinner and has 50 percent more storage than its predecessor—yet it sells for the same price and plays stunning video on
its 2.5-inch mlor screen.’ said Steve Jobs. Apple's CEO. ‘Because milions oi‘ people around the world will buy this new iPod to play music, itwill 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 like 1051" and ‘Desperate Housewives.‘ The_
unrivaled combination of iPod and l"l'unes® 6 now provides customers with a seamless experience for buying. managing and playing video as well as'audlc content. Including over‘
2,000 music videos. six short films from the Academy-Award winning Pixar Animation Studios, and five television shows from ABC and Disney Channel. including the immensely
popular ‘Lost' and ‘Desperate Housewives,‘ '

The new iPod combines all of the ground breaking features that have made the iPod the best music player in the world with revolutionary new features such as the abilityto view video
content on a larger stunning color display. The new iPod features Apple's innovative Click wheel (or precise. one—handed navigation and the portable design is ideal for putting music.
Podcasts. photos. audlobooks. home movies. music videos and popular television shows in a pocket for on-thcgo viewing. iPod users can also watch their video content and
slideshows of theinphotos on a television via optional Apple accessories." '

Featuring seamless integration with the lTunes Music Store and the l'l'unes digital music jukebox. iPod features Apple's patent pending Auto-Sync technology that automatically
downloads digital music, Podcasls. photos. audiobooks, home movies. music videos and popular television shows onto the iPod and keeps thorn up-to-date whenever the iPod is
plugged into a Mac®or Vlfindows computer using USB 2.0. The 30GB model features up to 14 hours of battery life for music playback and the 60GB model features up to 20 hours of
battery life for music playback.‘ _ »

Pricing 3. Availability ’ -
The new iPod: will begin shipping next week for a suggested retail price of $299 (US) for the 3068 model and $399 (US) for the 60GB model through the Apple Store®
 ,Apples retail stores and Apple Authorized Resellers. All lP_od models include earbud headphunes.‘USB 2.0 cable. case, dock insert and a CD with lTunes for Mac
and lMnclows computers. ' ‘

-ltional accessories designed for the new iPod include: Universal Dock for $39 (US). giving users easy access to a USB portfor syncing. IR support to work with the Apple Remote
1 a variable line out and S-video connections forfntegratlon within the living room: Apple Remote tor $29 (US). providing wireless integration to the Universal Dock and quick and

easy access to controls lromscross the mom; Apple iPod AV cable for $19 (US), enabling television viewing or 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 iPod.

iPod requires a Mac with a USB 20 and Mac OS® X version 10.3.9 or later and fl'unes.6: ora Windows PC with a USB 2.0 port and Wutdows 2000. XP Horne or Professional (SP2)
and tTunes 6. ' ‘ ‘

' Battery life and numberof charge cycles vary by use and settings. See formore inionnation. Music capacity is based on four minutes per song and i28-
Kbps AAC encoding: video capacity is based on H.264 750-Kbps combined with 128-Kbps audio; and photo capacity is based on lPod-viewable photos transferred from l'Tunes.

Apple ignited the personal computer revolution in the 15705 with the Apple ii and reinvented the personal computer in the 1980s with the Macintosh. Today. Apple continues to lead
the industry in lnnovallonwith its award-winning desktop and notebook computers, 08 X operating system. and lLil'e and professional applications. Apple is also spearheading the
digital music ‘revolution with its iPod portable music players and iTunes online music store.

Press Contacts:

Jaime Schopllin
Apple
(408) 974-3314
lslrrlss@_a.:zole.ooln

Tom Neurnayr
Apple
'(408) 974-1972
w 

NOTE TO EDITORS: ?or additional Information visit I‘-cpl-is .ormlt Apple‘: Media Helpline at (408) 974-2042.

Amie. Inc Apple logo. Mac, Mac OS. Mac.‘-nlosh,.Powcr a‘.la::,‘iPod. |Ttli‘:eS and Apple Store are trademarks oi Apple. Other company and product names may be trademorlra their respective owners.
i;l_gme>Ezgs_|_r;fg>Press Release

Shop the ApmaQn (1-BOD-MY—APPl_E). visit an Amie Retail Store, orfind a reseller.
A.._r., I..I..

Copyright 0 2010 Apple inc. All rights reserved.

http:/lwww.apple.oom/pr/library/2005/oct/12ipod.html[8l27/2010 3:38:17 PM]  



  

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

Then podcasts. New 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

lime for the world's best music ptayer to

take the stage for another encore. In

aces and eoeam 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, too. 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

httpj/web.archive.org/web/200510L60 lO406/wwwjipple.0om/ipodIipod.html[8/27/20.10 3:43:36 PM]

 

The new iPod

‘$5,060 songs-.

23,0430 photos.

‘I59 hours of video.

 

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

Call _1-soo-
MY—APPLE.  
Visit an Apple
Stem.

Find Your :

' and Sntrateror

ES  



ti

Apple - iPod

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

than the fourthgeneration 20GB iPod. More features in less space? Sounds like _ Holds up “A 15,00‘! songsm
iPod, and full-color album art

. 3o<3_B model as 4.‘f_1 x_ 2_._4"x 0.43.
’ ,'i‘r1cl1_e”s; _60G§' model‘ is 4_>.-1"

1x In hes = - '
Hold Everything

Now you can put all your music in your pocket

Stopwatch animation

and still have room for, well. practically

e_\/e_r;tLh1ngJ_ 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 g

- 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 Wheel 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 filling 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 to

your Mac 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

siideshows. Oh, and you can do it all from across

 
V the room using the optional Universal _l;o_okand

_ handy new Apple remote.

1. 168 = 1 billion bytes; actual formatted capacity less.
2. Song capacity is based on four minutes per song and 128-Kbps AAC encoding.

3. Photo (‘apaciiy is based on iPod-viewable photos transferred from Fl’-Jnes

4. Video capacity is based on 4 minutes per H.264 750-Kbps video oombined with 128-Kbps audio.
5. Up to 20 hours of battery life refers to 80GB model and music. ptayback.

Rechargeable batteries have a limited number of charge qrcles and may eventually need to be replaced. Battery life and number of charge cycles

http://wcb.archive.org/web£2.00S10I6010406/www.apple.comlipod/ipod.html[8I'Z7/20I0 3:43:36 PM}
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Apple — iPod

 var,’ by use and settings See

Ma

Visit the Apple Store online or at reil Iacations.
1-800-MY-APPLE

Contact Us [ Terms of Use | rivacv Poli

Capyright 2605 Ap;4e Ccrnputer. inc. Ah .'.gh!5 :eser-Jed.

 

http://web.a:chivc.oxg/web/.2005101601D406/www.apple.com/ipod/ipod.htmI(8/‘27I'10l0 3:43:36 PM]

I for more inisrmaiion



Apple - iPod

Store iPhone :"‘"’"¢MT  iPod shuffle -

  
 

- l~JewRe1eascs ~Tu has —Sm: e

Overview Features ' Accessories Car Integ ad

:-.-‘P314.-"c-"-'f%£‘"“""""‘
Now that you can buy movles from the lTunes store and sync them to
your lPod, the whole world is your theater. with a 30GB or 8063 iPod
In hand, those movies fit comfortably next to TV shows, new IPod
games, podcasts, audlobcoks, phota athums, and, of course, an
entire library of music --up :6 20,000 songs, In fact. Now starting at
$249, lPod is a pocket-size prodigy.

Watch this space
= rnuzfix cm

.- {Egg ‘areas

A .- - ‘ V.‘
2’:“m, c.::C .

httn://web.ard'1ive.org/web/20070603053531/www.apple.com/ipud/ipod.htmI[8/27/2010 5:11:23 PM]

J.W. HARBIDSE
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nlunes. V.uec capacity ‘case: on H26-3 1.3-rm;
. Up 10 2-3 news or battery lure rafers la 32GB :2:
. 6.5 hcvrs cl batten} Ixfa refers in a

limited nunwber of c'1az<_:-3 eye!‘ and may e niuaxy nee: to be replawd. Ba ery

Dads 8: Grads
Gift Guide.

068 model and is *
'. and rnuszc playback.

ps ‘li§3$ at G43-ty-450 msuiufion carbhea‘

~r n1o.re«n1orn;a'.':un.

g_-;g3:_q > E:-dv»-are > IEQQ

1.6.”
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visit me Apple Stave mJmg(1-80*:--MY-APPLE)o: al [elafl locations.
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Copy.-igm 9 2w! Appre inc. an Adams reaeniad.
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IPod Speakers - Shop Wireless Speakers & Portable Speakers — Apple Store (U.S.)

 
 

 

..l................-........—........m-—............'...___..

 
Shdp ii_.’ad.

L.__.......__._-.._..M.......

Price: Law to High

Price: High in Low

Alphabetical: A to Z

Highest Rated

choasa Im speaker: ma:
make your em: smile.

Make a sound decision.
See how our Ieiarrn pofvzy takes
the gusrsswark out oi buying
speakers.
Lean niarr; p

  

 

‘H iPs<l Acpessorios

 

 
 

  

  

Philips D0290 Docking
Clock Radio...

Ships‘. within 24lus
Free Shipping

1\' * fir‘?
$95.95

" Philips Fidelio 1357550Portable...

Ships: Vifiihin 24hrs
Free Shipping

'k1lr'>Wd-
$129.95

iH_ome iHM'l9 rechargeable ‘
Mini...

Ships: Wsihin 24hrs
*k*lr‘£"§'1r
549.95

JBL On Stage Micro ll
Ponablo...

Ships: \Mlhln 24hrs
Free Shipping

#fir**ki‘.*
$59.95

liiome iP49 Portable
Rechargeable FM...
Ships: Vlfiihln 24m:
Free Shipping

Wkkkfi
$159.95

Home IP88 Dual Dock
Stereo Triple...‘
Ships: Within 24hr:
Free Shipping

1Hr-k1£--;l-
$149.95

Soundrnatters fo:.LvZ _
Biuetoolh...

 
 

 

 

 

 

 

 

iHome'iHM79 rechargeable
Mini... '

Shlps: Wliklin 2-this

if 1': i‘
$49.95

iiiome iP90 Dual Alarm
Clock Radio for...

Ships: Vifithil 2-thrs
Free Shipping

~k-k1'n\w%
559.95

lHome iP41 Rotating Alarm
Clock for...
ships: vwmin 24hr:
Free Shipping

~k1lr_1IH;-
$39.95

Home iHM79 rechargeable
Mini...

Ships: Vilimin 24hrs

lHome iA5 App-Enhanced
Alarm clock

Ships: Vlmlin 24hr:
V Free Shipping

'k:ldr'kfi-
‘ 579.55

il-lorne am Rotating AlarmClock for...

Shipi \Mll1ln 24hr:
Flue Shipping

all-ak-k'1l-rt’?

$59.95 '

J51. On Stage Micro
Speakers for iPad

http://stormappiemm/psjbrowse/home/shop_ipodfipod_accessories/speal<ers?ijnco=M1M3NTAyNrI[8/27[2010 3:02:32 PM]

 

 

 

 

 

 

  

iflome iHM79 rechargeable
Mini... -

Ships: Within 24hr: _
1‘! f if‘.-‘:'
$49.95

Philips Fidello DS3000
Desktop...
Ships: Mmin zar-us
Free Shipping

.i\'sWr-a\~r<-
$79.95

Bose® SoundDm:k® Series
II Digital...

' Ships: Wi.hlrl 24hr:
’ Free Shipping

irsirkfirfir
$29935

Alter: Lansing Orbit M
Speaker for...
Ships: Wlhin 24hr:

vfddck 1‘:
$39.95

Yamaha PDX-30 Speaker
Ddpk for iPod...

snipe‘-‘wIhin24hrs'
_ Free Shipping

‘kirai.-‘kit
$129.95

Philips SBDTSDO Portable
Speaker Dock...

ships} Within 24m:
Fm shipping
3'k":k"fi.-1%';‘t -
599.95

843536 SoundDock® Series

............._...-.._.................................'.._...-................-...._._.....—.

 



iPod Speakers - Shop wireless Speakers & Portable Speakers — Apple Store (U.S.)
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smps; 2-4 weeks
Free Shipping

kkkir
3199.95

Klipsch iGroove SXT
Speaker for...
Ships: within 24hrs
Frae Shipping

‘k ‘K 3! ‘Ir '4
$149.95

Home IP42 Dual Alann FM
Clock Radio...

Ships: Wrlllln Zdllrs
Free Shipplng

$59.95

8ose® $oundDock® 10
Digital Muslc...
Ships: Wrlhin zdnrs
Free Shlpplng

‘fr‘k‘k*‘tr
$599.95

Motorola EQ1 Wireless Hi-
Fi Speaker...

shins wlmin 24:-.rs
Free Shlpplng

1* *kit ‘xi’
$99.95

JBL On Stage ZOOID
Loudspeaker Dock
Skips: \Mllin 24hr:
Free Shlpplng
ml--kkvc
$149.95

JBL Onstage HIP speakers
Ships: Vlmhin 24hr:
Free Shlpplng

$169.55

 

 

 

 

 

 

 

Ships: within 24hrs
Free Shipping

kkkfifi
$99.95

ll-lame lP50 Dual Alarm
Clock Radio for...

, Ships: within 24hrs
Free Shlpplng

#*k%w
$99.95

iHomo iv-£2 Dual Alarm FM
Clock Radlo-.

Ships: Wllhln 24hr:
Free Shipping
$99.95

Bose® Sou ndDock®
Partable Digllal...

Snips: Wilhin 24hrs
Free Shlpplng

1k*1‘h%*:
$339.95

Alice Lansing Mix mrreob. ‘ Boombox

Shlpr. Wflhln 24hr3
Frua Slllpplng

irulnldhk
$259.95

Boston Acoustlcs Duo-l
Plus

Ships: wmin 24m
Free Shlpplnu
**~k'k‘k
$249.95

Focal XS Satelme speakers
Shins: Dbcunlimnad
Free Shlpplng

)9.'t"£."k‘.‘-7
$599.95

http://stnre.apple.com/us/browse/home/shop_lpod/ipod_aoce$orin1s/saeqkexs?moo=MTM3NTAyNI1[BI27/2010 3:02:32 PM] -

 

 

 

 

 

 

 

Ships: Vfilhln 24hr!-I
Free Shlpplng

kkkrx
$299.95

Home il-‘42 Dual Alarm FM
Clock Radio...

Ships‘ Vllmfn 24m.
Free Shlpplng
$99.95

JBL On Stage Micro
Speakers for iPod
Shlpx Wulhln Zdhrn
Free Shlpplng

* *3‘
$99.95

Bowers 8; Vlfilkins Zeppelin
Mini

Ship: within 24hrs
Free Shlpplng

*'9r*‘k*x‘~*'
$259.95

Bowers B Wllklns Zeppelin

- Ships: Within Zdhm
Free Shlpplng

'k'*:9<"t\'~.‘r
$599.95

Logltach $315l Portable
Speaker
Ships: Vlfllhln 20:13
Free Shlpplng

* I9: ‘kiwi:
$99.95

Phillps Fldelio DS9000
Premlum...

Shlpx Vl’Ilhln Zflhrs
Free Shlpplng
$499.95 ._.__._.....__..,,__.___..._.,_,_,...---«———————T-———.-_—...—.:—.j:...._..«.......—___._...-.__.................._._........__.._._..___.___._‘__‘_______,<,.__‘_____,



iPod Speakers - Shop Wireless Speakers & Portable Speakers - Apple -Store (U.S.)

iHome iP1 Studio Series iHome BHMPS 2-in-1 iHoma iP3§ Kitchen Tamer

   

   

     

Audio System... Headphone Plus... and Alarm...
ships: W':lhin 24hrs Snips: ‘Mthin 24hr: Shiva’ VWNHI 24hr!
Free Shipping *1 ._, , .3 _ FIR SMPPWB
awnunt: ‘ ' $219.95 ’ 9:-aw ~'
$299.95 $99-95

JBL On Stage 40:1? Eton Soulra Solar-Powered Altec Lansing inmolion
Loudspeaker for... Sound... Classic EMTBZO...

Ships: wmm zms ships: mnmm 24hts Ships: w_iuu'n 24m
Fnee Shipping 9 Free Shipping ‘ . Fru shipping

vnw;-3 ~..'-.- 3199.95 wk ‘k:1'1'.'. :2
522935 - $199.95 '

§ i
' Geneva Sound S Speaker _ Xtreme-Mac Luna Voyager Parrot Zikmu by Philippe

System for... "' for lPhone and... Slarck...

Ships: Mhln 24II'3 Shins: Within ?4hrs Sfipfl Wihin 2-{hrs .7
Frea shlppmg Free shipping Free Shipping

**k'k'k3‘:' iziciflziz ~i".’::Hri:
$295.95 $79.95 $1,598.95

9”}: ii?

vii’:  
3 Again Store (U S.) Change Ccuntry I Edv.-c:m'on Store 3 Busmss Sm I; Gavemmem Store Help I A:-mun: 3 Site?» 5 Security Polio; Comadus

C0.’-"M§|‘L‘ Q‘ 20"‘-3 {$019 '33- NJ lights rasenad Terms of Use _E 9riLan_r Pofic; § Seas and Refunds Ycu can ease onier :'.'cm TM .-male Szere :r,r cniflng 1«:30C-P.‘-Y-A»'—‘PLE

Imp://storeapple.onmlus/browse/home/shop__lpodfipod_accessorIes/speakers?mcn=MTM3NTAyNTl[8/27/2010 3:02:32 PM]



Extras - Apple Store (U.S.)

 
fl 1Pm! IP90 Accessories Extras ‘ Hal: .-‘-wc‘2¢lilEi‘|‘I§!=lI'ofi‘ ‘

  
Shop Mac

. ShopiPod

E Sl1op'iPh0he
* ShopiPad

 
Sort by

Top Sellers
Newest

Price: Low to Him:
Price: Hign lo Law

Alphabetical: A to z

Highssl Rated

l
g Shop by Type

; Aumoas
iP0d nsno

; iPcd dassir.

E iPod touch

Frevlous IP06 models
!_

 

 

  

 

 

 

  
 

Apple Remote
Ships; Wrlhln 2-this

‘kicktrir
$19.00

Power Support Antl Glare
Film for...

Slips: -lMlh‘n um:

'k'k‘*fk'i='
$14.95

Grifiin Travel Stand lor
iFhnne and...

Slips: vmran 24h_r5
$14.95

Polar Wearlink®+ Heart
Rate...

Ships Vlmhin 24h:s
Free Shipping

‘kit fi':hi~
$69.95

Belkln 2.6‘ Retractable
Cable for...

Ships: wnrua 24m:

fl-1t-fr-fi":':
$2435

Belkin Earbud Clip for
lPod...

Shlps: Wllhin 24hr:

‘kiiitt .
514.95

Optoma PKA21 Pieo
Pocket Projector

 

 

 

 

 

Apple Earphones wlum
Remote and Mlc

SW95. ‘ll/Itnin Zdhrs

fdcit
$29.00
 

Nike 4- iF’od Sport Kit"
Ships. Within 24hr:

-k'k1H: :5’
$29.00

Belkln Headphone Adapter
wlm Rernotz...

Ships: Wsthln 24-hrs

if 'ir~.‘«. .5-‘*
$19.95

Incase Deluxe Travel Kl!

Ships: Wrll-Lin 24hr:

$49.95

Monster lsplltter 200 For
lPodrrPhone

snipx vvilrfin 2-thrs
$19.95

lKleer Travel Singles
Cleaning KI'L..
ships: Vlmhln 24hr:

$14.95

Optoma Pica PK-I01
Pocket Proieclon.

httvr//store.appre.oom/us/browse/home/sh0p_ix>odfipod_aocsssodes/extras?moo=MTM3r\rrYooou[a/27/2010 2:53:56 PM]

 
 

 

 

 

 

 

Apple In-Ear Headphones
with Remote...

Snips. \Mm'n mhrs
FY09 5NPP'"9
->‘r :5 :5: :~ :
$79.00

 

Nlke + iPod Sensor

Ships: Wllhln urns

'k'k'k.“ :1-
$19.00

Moshl Terzfilove Ultlmate
Cleaning Kit
Ships; Vlfilhln 24hrs
$15.95

Apple TV - Applecare
Protection Plan

Ships: wmn 24m:
549.00

Bolkln Bluetooth Muslc
Reoelver

Ships: Wnhin 2-thrs

~k-iir-tr-.t
$49.95

Griffin simplifi Dock,
Reader, ‘and...
Ships: Wslhln 24hrs
Free Shipping

*‘A'*‘I:v‘-‘
$59.95

Bretford Powersync Case
for lPod



Extras - Apple Store (U.S.)

  

  

  

_ Ships: 1-2 months Shbs: \Mthin zdhrs Ships: Wzthin 241113 ‘
Free Shipping > Free Shipping Free Shipping =

$329.95 -,‘.-~k~k 1 $1,199.95 5

$135.95

Blue Microphones Mikey lncase Deiuxe Travel Kit iPod: The Missing Manual,

CD-Quamy"' SHIDSZ Willin 24hrs 3”‘ Ed‘
Shrps Disconhnued $49.95 Shups: Wlhxn 247:-3
"M 5"'PP‘"9 $19.95
* 9< '1'-. i“ 1%
$79.95

i....-.......,.... .-__.. ..u._.._ .-......m........._......,...__.

l3 I‘-5035' 53l<‘rF~5 {U333 . CIIBIKJ-3 Cwwery : Education Slum Z Bmeiness Siore . Gavammcnl Slam Help A¢:r,ou:-=1 Site Map 3 Securiiy Policy ; Danae! Us

;-- Angie in: As’? .-.:;.'~.‘v.s :ese-‘»\'=.'.v. ' Terms ofuse ; Privacy Po:ir:,- ; sates ann Refunns ‘mu car.a.'sz> ozderéluni me Aspk: 2-aw-rm in’-'P‘..E':. 

http://store.apple.cam/us/browselhorne/shop_ipod/ipud_accessotis/exIras?mco=M'l'M3NIYOOD U[8/27/2010 2:58:56 PM]
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iPod Car Audio Accessories - uvod Car Adapters & iPod Car Chargers - Apple Store (UIS4)

 

 
Sh'op.iPori

Shop iF'hbne
Shop iPad

Price. Low xo High

Price: High to Law

Alpnanercai: A to Z

Highssl Rated
 

Shop W TYW

iillebast]. ' .
iPod mzno

lPod classic

iPod toum

Previous iPod models

 
 

 

A '_“r §6reCe*s¢£;61=i’es*m5 x

 

 

 

 

 

Belkin Mlcro Auto Charger

Slips: 1-2 weeks

* ‘k ‘E’ 1??‘-
$24.95

Monster iCarPlay Cassette
800 for...

Shlps: Wrthrl 24hrs
‘kit ‘hf :2‘
$24.95

Monster iCarPlay Wlreless
800 FM...

Ships: 1-2 monms
Free Shipping

$79.95

Kensington Power Port
Mount for.__
Ships: Dlswnunued

ix alcizui-:E~
$29.95

Griffln Road'l'rip FM
Transmitter with“

Ships‘. W:fl‘li'l 24hr:
Free Shipping

‘R"f."$‘-'l§l' SQ‘
$99.95

XM Slq/Dock
Shiva‘ Within 24hYS
Free Shlwlns

i.'ir**1'1
$119.95

Belkln Tunecast Auto Live

Ships: Vlmhin 2-Shrs

Car Accesacfiaa

A l.

 

 

 

 

Griffin Wlndowseat
HandsFme for...

ships: wmln 24m

kfifififi
$29.95

Belkin Mtnl-Stereo cable

ships; 'Mlhin 24hr:

°k~k~k¢-A —.:«-
$19.95

Magellan Premium Car Kn
for Whane...

Slabs: 2-3 weeks
Free Shlpplng

v.-*~A-+.~ #
$99.95

TomTom Car Kit for iPod
touch

Ships Wllhln 24111-5
Frre Shlpplng

it kji: ‘fig '11
$79.95 '

Belkln ‘I'ImeBass Diruct
with Handsfreo...

ships: lM1hin 24hn;
Fm: Shlpplng

**I:$r~.l-1*:
$69.95

Monster lcarPlay Vlrzmless
250 FM._

Slips: Within Ztlhrs
Free Shipping

*‘k~§r~k§=
$99.95

hm)://smre.apple.oomlus/browselhome/shop_lpod/ipud_accessories/car_audio?mco=MTcyMTgzN'l1L[8/27/2010 3:04:59 PM]

 

 

 

l

; I-.el;.\ smoasuxeygmvg -

Monster icable 800 for
Phone and...

Ships: Wnhin zarus

1Hn'k9< -~‘.
$19.95 !_

Gritfm lTrip Auto for [Pod
and...

Ships“. vvmun 24hr:
Free Shlpplng
$79 .95

Belkln 2.8‘ Retractable
Cable for...

Slips: W:ll'u'n Zlhrs

xH~>=. «em
$24.95

Ke nslngton Car Charger
Deluxe for...

Ships: Discontinued

‘#1: ‘Ir 3‘. ‘A’
$49.95

Monster lcarcharger AUX
1 0 O0 ior...

Ships: wnmn 2-mm

*k*'r‘.'1\"Ar
$49.95

Belkin Tunelaasa FM with
Handsfree for...

Ships: \MLl\ln 2_4l1rs
Free Shlpplng

**v"r%"iE'
599.95

 
51 ._.........-.._........._.....-__-,_~. j.?j__-.._- ::—.i_.*_._._...._..__.._,_._..__.____



iPod [Car Audio Accessoris - iPod Car Adapters & iPod Car Chargers - Appte Store (U.S.)

Fm: shipping

tic. ~r
$69.95

2
I
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Optoma NCO PK-101 Pocket Projector for iPhnnefiPod - Apple Store (US)

 
§tips: Vththin 24hrs ‘
Free Shspplng

Optoma Pico PK-101 Pocket Projector for iPhone!iPod 131331;].
 

 
The smallest projector yam ever seen, me Optoma Pico PK»
101 is compact enough to fit In your pocket, yet bright "enough to
spark your lmaglnatlon. Its minimal size and serious durability
make It a rrtust-have for travet and on-the-spot presentations.

. Easily share photos and vtdecs from mobile devices
‘ - - Project Images on any surface. nearly anywhere

shop-_iph°ne - Ultra—light. even Including battery" ' ' - Enlame images up to 60 inJ152 cm
$hopiPad g

 

  

Loam more 9' 

Ouestions &'Answers
28 Questions 4* 46 Answers

kikfifi
Based on 18 reviews I Write a review‘
 
 

 
 

Lauing evsryona in a group east,’ see the trnagca videos and other cement

i
« :
f x Overview .I Et .

----»--—---~---- --—~~—--.----——-1: g The latest addition no 0ptoma's award-winnlng product nne. the versatile old you notlce?
App“, 1.1.5,, ‘o ? Pico PK-101 lakes projector minlaurrizallon to an entirdy new level. This The PM ,3 W3" and “ M h . . ~ . i_ V; 5 -. __ ‘ , _ _ _ 9 snoug tocarryrnapocketorhrielcasesoyou 5.! 4.._, Nefldphvne _. I Y pocket sized device is the posted travel cornpanrcn, attowng you to gave can bmg It amg whemvef you uavel_

it g-,g**-3 I i presentations anywhereyougo. A um I! I
579.00 ' ' 3 Easy and flexible 9" °°'""'”' 5 °'" 

The bundled connection kit makes it a snap to attach the Optoma Pico to on y°w'mme' Mm °~‘_-"300 "bum.

 

 

, 3 power Suppafl Ann ; your (Phone, lPod classic or tPod touch. It also works with cgzrhoorders.
.,,- Glare... dv—cams, digital cameras and other video players with standaru T°°""°=| Speclflcnflons ‘$ -k-kkfi-k i A composite AV Out.‘ You can pamr Plco wlth the rechargeable battery or '. protection type: 01.9 r

$14.95 ‘*3 wwer adapter‘ a Light source: LED
.-_._______.._..._._,...__.__.__§ 5' ‘WW9’! 9°mPi¢* . Light sutme life: Approx 2o.non hours 3

Nike + was sponxrr The Pico Proiector ls small and light enough to fit ln your pock'ot. purse or w Corlrast r-alto: 1um:1
N **,-*.,,_.¢{, bactrpactgmyét strong enough to dtsplay pictures. videos or presentations . Bgnnfy mm u.;on rechargeable (3.7v_ 1100 min) {-‘ ; onmosts oes varying sr'zetmm6to60lnchcs(15.2 to 152cm). To . . :

$2990 5' I achieve the desired Image size. simply move the projector forwards tx ' Bane” me' up I‘? 1'5 how 5 3
I bad‘w8ms_ v Power Input Mln:—USBeunneclor |
l Feamms 2 AV Input Z5t"l'll'| jack AV input (Conposita mt! stereo audio-in);

"Qt-fin .,_A' »,-:l I ~ PAUNTS<_'.‘(576V480)
"2 » ers 59. “'9 ,1 V - Lets a gmup seephotos and videos from your mobile device: , mmw mg“: 13., (usmumfim)

', ~Pr.°i°ct=|m=Iae=°nne8IvamIsufla<=e .rmagesrzmsmsotnr15no152an I
E «- Ultra-light at 4 021113 9 indudina battery . Proreoion distance: to to 102 tnJ25.4to 259.1 cm
5 - Erlarpetrrtages up lo60lnJ152crn a-Auuto:One0.5wspeakor ‘
Q o \rvtd1ooo.1 oontrastmttolorgreat vtewtng ethic-.t‘ot1t:4oLIt14gvvElhbat1raly:?_8azI80gtvrttmtrtbz1hury S
i . nun pm technotogy ‘ . Dimensions (wxtl :10): 1.97 x 0.59 x 4.06 msu x 15 x 105 mm 1
i a LED light source lasts over 20,000 hours why, 5,, 9“, 50,9 ’
: c Recharge battery via USB orAO poweradapter ' opium PM ;',K_1o, pmjecw ‘
I ‘Pteaseoonuntmnumuotmecarnoordorordhcrdoviamortsmuthnihufrs 0P°WW3%9|’

g curred oornewnn. V . U53 came
I o Tripod adapter
E . Two battens: . _

g . Standard AN cable (RCA to ntlrtl-Jack)

t . |Pod kxwlm dock oortnezacr(U.S. only) ; _-2 0 storage bag . E-‘ :

Apple USB Power { w "um, i KE g r MW’ é a . E._ I One-yearlimtedvpartsand|abon9tJdaysonbetta'y 3 E.
s29.oo 3 ’“'“"""°-”"“°‘ t E

t ' i :

I Appte lPad camera i _f . I ['
.’.""' ~"" cameqmn Kn ‘ l - Na’.-9: ?:wu'..u sofa tm:r'..*gh an «shot» But Go 4:21! near the Apple Erma name are ssmoaa a:-.21 supporten excl-u<_=w¢ly uy tnelrymartulzmurus tn awordanca ‘w:l!! t 5
2.. I... ****Y i turns and <mr-ztrtc-L: _n:clm;;e:9 with the pzocuzss. Apple’: |.i:n':te:: warranty amt». notarefi in ,'Aou«.::.-ts that are no‘. Apple-brar.deu. even ;I - - ' ‘ ‘I

 



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

$29.00
' :5 Péezxsa c:-:‘.*.a::t;'. ‘.19-~.-.:*».:!-.'.*ee
   

  lPod touch

2nd lat generation

 
La?.,, ,.
.:".‘.:

iPod nano iPod nano

Sm generauon am generation
(vldeo (video)

cnrneral

Ratings & Reviews

** 7}? Ba.-ledonlfireviews

Most Useful Reviews

7'K‘k*$?§(

The good. the bad and the ugly
I Write: by K1 lmm sllolellne I Mar 2?. 2009

The Good: Great plcture. The small size is lncrlatihle and very light.
The Bad: small speaker. an_d the package doesn't include o...l.lore

219 6:240 people lound lnis usallzl

was lllis uéaful?

 
1'f* 'A"7lti9r

very helpful
I Writta1:by.l'PlrumsInanlurlia I Apr2,2009

Even though this prodecl costs a lol. it Is very uselul when allempling
to show a group of people piolur1es.'l'he quafity ls 'p2lenomen...Morc

lu c1137 people lound lnls usml

WOW
I Vvllttm by MD from Pembroke Pvws I Mar 26. 2008

podret Projector is solrlelhing lhal help to use a lot graphics and
presenl personal pmjeclion for small groups... very nice

114 cl 155 people mum 111:: lnellil

Was thls useful?   

Read all the most useful reviews

 

160GB (2039)

' rxr-Zr;=.l 54:13:: ~':n-'l clzsvcmer

  
iPod classic

160GB (2007)
lPod classic

1 20GB
iPod dassic

80GB

Most Recent Reviews

‘air it * ‘k :6:

orderlhe F-‘K102 If you want to use It with a laptop
5 ‘M1'l1crl by RC l5'c1nIFaL'noull 1 May 2. 2010

Hooks up :0 iPhone with ease and works great BUT ll you wall to
hook ll up to your laptop you are am of luck. To hook up to a la
...More

X9 «Z2 people Sound this useful

Was lhis lsetul?   

1k lk 191 it ‘fir

ONLY outputs from youlube and the photo album
Wlfll-.=n ily JL {tum tooulnvilo I Mar 9. 2010

The plolector ls adequate. however it can only oulpul vldeo‘s and from
Photo’: in play mods.
Completely useless for my purpo:es;...l.lore

1-‘. (£30ne$?6ID1lYllill'l'susell£

 

'kk*'k*

Great little product
5, wmlen by HZ clam Mamlanzll I Fell 20, 21310

I used it ln Iraq whlle deployed. Olhu than the short ballery life and
the 'no( loud enough‘ speakers this pmducl really is a 9...!-llore

23 of 24 9:041‘: 1:‘/‘Jud this use-llll

Waslhisuseful? 

Read all me mosl recent mvlews

http://stnre.appIe.com/us/product/1V748ZM/AjIfnode=M'l'Y1NDMNA&moo=MTA4NzQ3Njc#overvlew[8/27/20 10 3:13:53 PM)
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Optoma Plco PK-mt Pocket Projector for lPhoneIiPod — Apple Store (U.S.)

 

. Most Interesting

Does this device have an internal
battery, or run off of the iPodfaPhone
battery? or does It come with a power
adapter for a 120voIt wall outlet

I Asked way 22 from a smxanta 1 Jul 9. 2.110

2 Answers

Does this work with the IPAD?
,! asxui by PS llom Puyntup I my 5. 2910

2 Ivtswers

Answer Yes it does. It works for videos. youtube
and presentations with keynote‘
The oniy thing you need...r~.’Acrre

E :‘.1saerr:u by F3 from Fcnlcnay La: Baas I Jun 8. 2010

can you hack a stereo mint lack cable
from your lpod to another speaker
system when uslng the projector?

iI.st¢dI:yECtromJc1-Jayshore I 054212009

4 Answers

NISWOI‘ yes you can but you need anry -to connect
the yellow for the picture and red and white for theaudto,..More >

I Answered by‘n~Hrorn Char‘-out I Nev 14. 2009

Enter your email address to track questions about this product.

 ,.._._...._..._._-._‘_._. 
3 I-_p_:r'zD Store (US\ ‘ Changa Ccuntry f Emcauon stone Bustnam Store Govornmentstore 

(tam/light 3: 7.010 A;‘pP.‘ Inc: Fdl rignm :‘cs:‘.*rve(1 Terms of use Primw Pohcj 3 Sales and Refunds

taxed by Na {mm Calgary I my 19. 21:0

 

See an ‘.18 Ourzsizous ;

Recently Answered

Does this projector work with iPhone 4, A.-mm: _.
OS 4.0?
Astra by ?A Imwl mm t Aug 2, 20:0

woutd this work with an xbox? : Frnswer
, Asked hy wax imm Laxhgtcn I Jtm 1. 25:0 3,

Answer Yos_ because a wmposlte |I0 is induded. ’ 5
which is what most X8ox machines have. ‘

I I-nswunn by xx nan mngmn Heights t Jul e_ 20:0

Does the t3ico have keystonlngcorrection?
1 Fvlswer

Help i Amount I sitomap | Sumrity me;

You mm 3150 nice: {mm 3‘:-.4: Amie Siore izy wtfnq 1-:‘:m-.V.‘f~AFPLE

Conrad Us

http://store.appIe.com/us/pmduct/‘EV748ZM/A?fnode=MTY1NDA3NA&mco=MTA4NzQ3Njc#cverview[8/27/20 10 3: 1353 PM]
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MFi Program — Apple Developer

 

 

  
 

  

 

 

 
  

 
 

 
 
 

 

 
  

I _ ,__,.__._.,._,_.__. _... ' '

6 D€VElOpEl' Technologies Resources Support" Member Center {Q Search Developer ‘ §

MFi Program 
Panlcipaie in the MFi licensing program to develop electronic accessories that

connec! to iPod. iPhone, and iPao. Licensed developers gain access to technical
documentation: hardware components, lechnlcai support and certification logos.

E

MFi Logos ’ 33”"_"""'_""—'"_‘_"“"‘""""'"'W"' M"W‘"""'”"‘; 32 o 2 :- . -

z _ . --4 The Made for iPod, Made for iPhone, and Made for iPad logos mean F"°S"3m B°"9f"3 ‘ ; 5
fiffijgnej that an electronic accessory has been deslgned to connect spécirmlly ‘I .

3 ”'—‘“ to lPccl_ iPhone, or lPad and has been certified by the developer 10 l 3
§ { U l meet Apple perfonnance standards.
i “A” ' §
E ‘i i

Mfg} ' Technical Documentation and Hardware Components i .
_ Developers receive technical specifilions describing the iPod §

Accessory protoooL lhe oornrnunication protocol used to interact with ;
lPod, iPhone. and lPad. Developers also gain access to the hardware

5 connectors and components that are required to manufacture iPod. i j
lPl1one, and lPad accessories. i_

Technical Support and Compatibility 4
Developers have access to Developer Technical Support and

E Compatibility Labs to assist in pnoduct development and testing.
2. ‘

3 2

105 Accessories iPod, iPhone, and iPad Cases. , ’ , ‘ ,
To design iOS apps that communicate with If you are designing a canying case lor iPod. iPhone.

.«aoo_e§_sorigs,conn§§XedfluDu9h.¢he.30~pin '
' oonnefélor go il_?,ho

- - — 3
T¢'chnol'og'les'

i » Da\re.l’o;$e'r'Too_ls , il-‘hone’ oe-g_ce_n‘te'r V _ _ T
Ios ‘ ‘ _ _ ' ,ex’«.oya'srer_ 1 Fvrvms _ . A_ _

_'-Mac os ~ ' Sélari oey camar‘ ‘ ' Store;.ReIsouroe:'Cén1er _ ‘ - ny. r:_ogr_:—_3m E
1. Salari Apple Appfic_alion_s<;’ _ i . r 103 lfevelnprzr News ‘ il.-lac’ Developer, _ 1
j - Hardware & Drivers _ - Z . 1-i°‘3""3‘"-9 ‘& -T'»'°.‘d°““°"“'9' ' . Sell‘-.3ri.lDevelop‘er Progragn. l
2 iron. é>noria‘& zpadicases . — * _ ' - ~ FAFI-Program ’ E-

htip://developenapple.oom/programs/mfi/[8/27/2010 2:53: [3 PM]  
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; Néwa. I
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Viewsonic » VIEWSONIC SUPER SIZES DIGITAL CONTENT WITH WORlD'S FIRST FULLY—FEATURED, HIG1 DEFINITION, D(.P® PROEECTOR WITH INTEGRATED {POD DOCK

Birds

 

 
 

 

 . piispgess ya?!-as » V_':r'a'.-Ioolring -sg§!e.11§r.l.\7.,1;},?c'Iu¢!tfi:§')".‘ ‘ _‘ ,.
’ i5e?f9'rman'o§e‘ expécfqfidiws ‘qr V199/Sgrjic p'mducts,~ ‘b§:siu;::_e"ss-appa(n:r::1:e§' qr finan
‘ ;f>é:f<>_r1_1‘:ah,ce_*. ’F?iés'e§s._tare _n'ts-qre 'aul7jgsct_lp r):s;ft_$'ar:";1._¢In{ceI;_aib_‘.}e'

at no additional charge. ‘xIEewSon:=:. also provides a one -year larhp warranty.

For more information on ‘f|ewSon§c pru]ec1ors_or to locate an auihonized Viewsonic deafer, visii
‘:‘.’\V9'I ViswSoni:;z1)rn.’pr:>§eclors crcall 800.883.8583.

About Viewsqnlg; _ . .

‘./i:GWSO>ni-d§.(3_m];).___a Lvondwide laadsr En visuai d2spTay product5'.':'11x’ov/'3 users to"'See the
Diffeienz.-e_‘V‘f' by offering_ai;nipg‘ahensi\.yé display.-s‘ciu'tIons 1Dl’!OdBS_I'S business. educafion and

'carisuniértI§c1roni_cs' marke1§. Th‘é7’company',s'p":v‘:d.ucls hays niofe-Than-2,606 $\',va_rqs
giobelty f§9fn;m_dependan1 pg.-'bfic'aticns and '.org'_.=.1.1Iz.-‘a:li_g>n‘é. '

 Haa_dquanéra‘g~I T T/(em-Sonic iv/a.s.founded_I'n 1987"sz{é.i'ls_ a prfi/a::eIy»ho!d _
' "-_c5ijgpr§tién;. gr.qr'f;);1hEaI;§nforT31§1tso_r3}pie§ise ’c9g;:ac{__\ne;-_:$or;ic-gem. arm: 800.883.8583 or .

" 909.3; .1976; tag: :;p9,a1a23.7a:s"; §zxjvv!i)v,:\[iesvSc§r;ie7,\:g::m. '
 

‘J (_5'. 3.

oi:-3

a .;_bT.gl¢';I {:_2i)§e-
's‘:¢s§:« E1nci=maIn_1ie's zndad 'ur'

: ‘new: "av
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Madefor

iPod 

.. .= ...a ah §..° ~-J. .._,,=,. ~ .
Laégsma §%‘ac??$.‘.2§aE:: a§~””‘m:5i j;'3&*%:‘:__§s§2«'~f.,“*'%Z@2"
’\/iewélor-ir.’s P./‘25SD "’iewDm:k'” pn:\ier.t:>r 3-‘.-.’-zis the bar far rfiigital

|i.F_r:-¢:t'*le 3!. ’ecLor'.; for wr:.:'k and clay b‘ so ':=‘r’t=.=.inrns3r:t3 I . . I  

9xCit'.‘ne'nt wizh _:::‘:)f:;‘-ssir)n.':I practicality, The integrated if-’od' dock

lets you PROJECT CONTENT D!RECTLY FROM YOUR IP00" WITH

3 . ‘ori_ara7,5-.'— 1.3:‘.-ii;},=.-Jictures arm xridaas. ne aua -_:» rqie orV‘DEOf ‘_ K1 ‘, ' T‘ ,:{p,r:t

caannectivity options allows you to connect PC, L‘.‘\/D player. -game 
consoi-es, and mom. The P.J258D u.=. Tex:-is insmnments DLP‘

:3

ter.'r.no|ogy fa.-‘Ir RAZOR SHARP DIGITAL !MAGES‘an.-.1 br~I|liantiy-

displays 2,G0’J’1ummn‘s {or use in virt-_aai|j,r any setting. its s'tylish!y

conroz.-re-cf ‘design is sophisricated for the corutemporary professicnal

or-. the go‘ and the -:-ntéertainmxmf ai'i::a'ona_c‘<:’ ‘gay night, Y<>u: projector

- dc(+sn'?. have tr: be l‘ad<luste'z ‘-yinc-re as Viewsonids PJ258D

\fiewD;;c|<’° elevates the steatus offlcur dégital lifestyle.

 

 
 

 
 
 

 
 
 

 
 
 

 
 
 
 

 
 
 

 

L'iFE—$lZE YQUR E-PQD

Y» Bi'[g_ht in‘viI71u‘a[|y any setting with 23,000 lumehs
P,3r,:<. 2&0 Iurnens his iust 2.9 lbs, It/s thjé bright choice-fcr
ni-while p:=.=_seht_c.n§.

 

2: Ufé-size your iPm§°'wJ1h vziiieo
Dock and éhargh your lPod with videc in :he.fimier;tor's
dad-.‘a_’ug statia.-,x. Shane, your -.-1c1.:c:s, pzydcars, games :§:jc{
PT€S9I‘aTa'5<>h$ in lirger-than-life fashion‘.

a» onrwtechndlegy
Stur:nm§~.aH—d1gi'r ' clarify defiivets Eifelike cck:.v_, 'xha:p'
gr-ar>hie-s, and .0-Jtstrmding video.

    

:» Ulti.n.\-7rt.evi<.19.o‘sou_r.ce flexibility
'C_onm:ct 3 computer or add :2 yideqscurcefer -fiyngxnfic
meefings and-preseptetédns. '

> Support? E-JD Signals ir‘sé|_udi’n'g‘,7‘20_p 'a'n‘d_ 1080;‘
Capablb of displaying i-ID signers am-#2‘?! ‘as ofiwi"\'ideo
a‘n'z.' g!ai'2_scuIc}sf‘

>' L‘Jr1'@k!s_j:an¢|'9o .
.Dx.+e-a éfffeafure léfsjou urfsziug thy pr§)a.<:t3a.:~an’d ga.

:~ T11 ‘béxt watzfinty
3:‘: 152 bilsiziess

Criyerbd by a thee-féai.
parts and tabs: Hmifad
warr:Kst_v_ film-year
Bkpiess Exdaange’-and

Efrié-y_ea'r iimited kfifip
\-Iiarrant Ifi‘   

VIEW.‘some.Faébfims, FnbGiu\'Ms,.
H!'4.I.!. 3.!-:nvu.=w  
 

 



 £a.c':¢.-a‘ix»;  
MICRO-PORTABLE VIEWDOCK" PROJECTOR WITH lPOD°° DOCK

 
 

O"_p'f.T°.'I.‘fa} '.*‘4c'9§s§r'ie.€
- Ropfammert lamp.......... . 2... .Rl.-G'-02$-

- Roliing soft saasawafihmebobk bag ..oxsem1> _
0. Extended Express Exdxange’ . . ‘. . . .PRJ-EE-03303

VGA to-oomponefit »'nd:eo adapter . . Amrtaoz
-'Wn'eIess G presentatibn.adapter :. . . .WPG-100.

Made fo:

 "Pod 
Vi_e'WS9jfi_: Gotporafibn .0 3.81; Btea C-ahyph.-Road, Wgln_ut*, CA‘ 91.789
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seem a, D, G, K, :<1. Hi)‘:_‘\’_J2 _
':?g;,u:.r;""""""""""".s.;-&g+:a7r.'- ‘

Eo'n1féKTFBiErTf'f7:'":::_":’:_:;_____ __ ""
__ Mac” _ _ _____*_

'é5,'ixT&\':§Er‘6§""'"Ié5é’(I}»?§'.-‘ii"""'"""f 15. m
Can‘r:pcs!i_e.l.’i§i_g<_3_(inp1I'£}_‘ RCA jack (xi)
'-W;"‘_‘"=_"’£‘.‘l€’.*L',}_._ " ‘ . 1 ._ ._- ‘- __.-. -
£°£':¥?31?215~_‘”“‘ f.*.<.1...‘5_¢_c_r.*3.s.=ts".-.«:'.*:*_2.c_'9_:_=_t9:‘.'_L2»ficcefi ..   

  
 

_ iPu<_£ > __ _ __~____’
§:;;;wg);“"*”\);.nag,,i“”"""""""M . —"?7ifi"‘JA(:. §Gfé0Hz

.C_<=_';s2maI‘;~'£___.._'_.2_’3::"1<TLs‘.~'.S'I=-" _. ......_.,,_.__._,.__.____,._.___+.CON732OLS Basic ' Standb «On. nn mt, rr nu
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Microvislon SHOWWX"” Lraser Pica Projector: Overview
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Learn more about SHOWWX compatibility with the electronics products you own a
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Apple - Legal - Copyright and Trademark Guidelines

Guidelines for Using Apple "Trademarks and

Copyrig hts

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

These guidelines are for Apple licensees, authorized resellers. developers, customers, and other
parties wishing to use Apple's trademarks, service marks or images in promotional. advfifllslng.
_Instruct.ionai. or reference materials, or on their web sites, products, labels, or packaging. Use of the
‘keyboard’ Apple Logo (0ption—Shiit—'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 trademark, or logo and have been provided with special trademark
usage guidelines with your license agreement. please follow those guidelines. ifyour 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 trademarks. 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 or 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 ofan 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—mall to Apple's Trademark
Department at appletm@appie.com.

Agtlgorized use 9: Apple lradgmgflgs

l. Advertising. Promotional. and Sales Materials: Only Apple and its authorized resellers and
licensees may use the Apple Logo in advertising. promotional. and sales materials. Apple Authorized

~ Resellers may use the Apple Logo only as specified in their reseller agreement and the Apple,
 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 ‘Resell er

Authorized Value Added Resdler

, Authorized Service Provider

Authorized Wholesaler

2. Compatibility: Developers may use Apple, Macintosh, Mac, 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 following requirements.

a. The Apple word 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," ‘far,’ 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.

http://www.appie.oom/legal/trademaridguidelinesfor3rdpart1es.html[8/27/2010 s:o4:16 PM]
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Apple - Legal - Copyright and Trademark Guidelines

e. The reference to Apple does not create a sense of endorsement. sponsorship. or false association
with Apple or Apple products or services.

f. The use does not show Apple or its products in a false or derogatory light.

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
following requirements:

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

in. 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 on all printed materials
related 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 publication, seminar, or conference
without express written permission from Apple.

e. A disclaimer of sponsorship, affiiiation. or endorsement by Apple, similar to the following, is '
included on the publication and on all 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
ofiis trademarklsl. 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.

5. Apple Web Badge Licensing Program: Web slteslrnay 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 ten-ns of
the Apple Web Badges License Agreement and Guidelines. For licensing infomnation on the Apple
Web Badges Licensing Program refer to Apple's web site at www.apple.comfaboutgwebiziadges.

nauthoriz cl 5 0 ar

1. Company, Product. or Service Name: You may not use or register, in whole or in part. Apple, iPod.
iTunes. Macintosh. iMac, or any other Apple trademark. including Apple-owne_d 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 Appie—ovimed Graphic Symbols:~You may not use the Apple Logo or any other
Apple-owned graphic symbol. logo. or icon on or in connection with web sites. products. 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 Abbreviations: 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 equivalent, foreign
language equivalent. takeoff. or abbreviation of an Apple trademark for any purpose. For example:

Not acceptable; Appietree Jackintosh Apple Cart PodMart

4. Disparaging Manner: You may not use an Apple trademark or any other Apple—owned graphic

symbol. logo. or icon in a disparaging manner.

5. Endorsement or Sponsorship: You may not use Apple. Macintosh. Mac, or any other Apple
trademark. including Apple—owned graphic symbols/logos. or icons, in a manner that would imply
Apple’: affiliation with or endorsement. sponsorship. or support ofa. 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 Apple. Macintosh. Mac or any other Apple trademark. including symbols,
logos, or icons. except pursuant to an express written trademark license from Apple.

http://www.apple.coin/Iegal/trademarklguldeiinesfor3ndparties.html[8/2712010 5:04:16 PM]
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Apple - Legal — Copyright and Trademark Guidelines

7. Apple's Trade Dress: You may not imitate the distinctive Apple packaging. web site design, logos,
or typefaces.

' l ' 8. Slogans and Taglinesz You may not use or imitate an Apple slogan or tagline. .

For example: ‘Think different.‘

9. Domain Names: You may not use an identical or virtually identica! Apple trademark as a second
level domain name.

No! acceptable: "imac.com' "imacapplecom" '"imac~,apple.com" "podmart.com‘

The Mac Trademark

l. 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.

c. "Mac" is used in combination‘ with another non-generic word.

Acceptable: Macvenus Maccharlie

Not acceptable: Maccharieston Maéales

d. ‘Mac’ does not a car more prominen than the rest of the name in size, color, or typeface.PP ,

o. 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.

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

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

 

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: I bought two Macintoshcomputers.

Not Con-act: I bought two Maclntoshes.

3. An appropriate generic ten-n must appear after the trademark the first time it appears in a printed
piece, and as often as is reasonable after that. Suggested generic terms are provided in the mag
_‘[[a,;i_gma_rL]_is.t which is posted on the Apple web site at:
wt-.w.apple.com/legal/trademark/appietmlist.html.

4. Always spell and‘ capitalize Apple‘: trademarks exactly as they are shown in the Ap_Ql_e._Izad_em_ar_lg
LL51. Do not shorten or abbreviate Apple product names. Do not make up names that contain Apple
trademarks.

1. Distribution Vlfithin the United States Only

http://www.apple.com/legal[tradeinarl<l9uidellne$f€ir3rdparties.html[8l27/20 10 5:04:16 PM]
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Apple - Legal ~ Copyright and Trademark Guidelines ‘

21. On product, product documentation, or other product communications that will be distributed
only in the United States. use the appropriate trademark symbol (TM. SM. °) the first time the Apple
trademark appears in the text of the advertisement. brochure. or other material.

to. Refer to the :-‘tppie T.'.1rlemar€< 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).

c. Include an attribution ol'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:

and ______ are registered trademarks of Apple Inc.

and _____ are trademarks of Apple inc.

2. Distribution Outside the United States:

a. Do not use trademark symbols 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 lnc.. registered in the U.S. and other countries.

is a trademark of Apple inc.

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. promotional or
advertising materials as their use may create the perception that.Apple endorses or sponsors the
product. service or promotion.

é. Compatibility. If you are a developer. you may show an image of an Apple product in your
promotional/advertising 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.

is. 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 lnc..

d. The reference to Apple does not create a sense of endorsement or sponsorship by. or other False
association with. Apple or Apple products. '

For further information with respect to Apple‘: copyrights, send an email to com/righ:@apple.corn or
fax to Apple Rights & Permissions 408-253-0185.

Updated January I I, 2007 by the Apple Legal Team — appletm-£t‘apple.com

é Leg ai Trademark. Copyright and intellectual Propeny 1 Copyright and Trademark Guidelines

Contact Us gor; the Apple Onlinc Snore ii-800-MY--APPLE), visxtan Apple Retail Store. or Fmri :4 reseller. ' Appie info . Site Map 3 Hot News -5 RSS Feeds - V”

Copyriglat-$7 Z0!!! Annie inc. All rights reserved. Terms or use i P21-:40,’ Polliv -
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Kan sas

Leawuod, l_.ea5vood

Kentucky
Lexington. Fayette Mall *

' Louisville, Oxmoor

Louisiana
Batcnflouge, Mall of LOL2iSla(‘.<‘.
lfietairie, Lakeside Shopping Cenlzer

Maine

.Néw York
Aireanv. Crossgales

. Buffalo; Walden Galleria
(lardczn Clay, Roosevelt Field

- ‘_HunringL'o:'. Station. Walt Whitman
_Lakc- Crzzve, Smith Haverg .

- 5-Aar-h'asse't, Marihasset
New Yor'k_Ci"£\_/. Fifth Aven_u’e
N&'L~‘\'arl< C'l€\,',-Sl'JHO ‘
New York Ciw, Upper West Side
New York Ciw. \.Vc-5; 14th Sureer

fitaic-rz island, Staten island
Syracuse, Carousel
Victor, Eastyiew
West N~,':-_:r:k‘. Palisades
‘White Plains, The Wésrchester

Nori:h.Car.o|ina
3 charloue, So-.1IhPz(rk
“ i)ur‘n‘am.sou:hpo1nz ‘

Cree.ns_b'pro. Friendly Center
Rzgieigh. Crabtree Valley Mall

Ohio
Cincinnati. Kenwocod Towne -Centre
Columbus. Easton Town Center -

Coluxntms, Polaris Fashion ‘Place
L.yndlxur.s‘t, Legacy Village
'\v’V(:S[ii!i-IL‘. Cracker Park

Oklahoma

Cli<3-.‘\$‘.un'..3 filly. ?énn Square

‘ ' , Woodianrf I-lilis 

Oregon _
Portland, Plnneer Place.
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Pain Alto, Pair; Alto
Palo Alto. Stanford Shopping Center
Pasadena, Pasadenéa
Pleisariton. Stonendge Mall
Raiiclio C‘.-..=r.air:-an-.92. \.‘ictoria Gardens
R<;se\.'5iie, Rosevllle
Sacrainenro. Arden Fair

Sari Diego. Fashion Valley
San Diego. UTC
San Fraiicisco. Chestnut Street
San Fiutncisco. San Francisco
San Francisco. Slonestown

San lose. Oakridge
San Luis 0‘o_isi:o. Higuera Street
San a‘v'lareo,'Hlllsdale

Santa Barbara. State Street
Sarita Clam. Valley Fair
Sarita Monica, Third Street Promenade
S-:in:.=. Rosa. Santa Rosa Plaza

Sherman Oaks, Sherman Oaks

Sirni \fal'iey.' Simi Valley
Temec-.:.a.. Pronienade Temecula

Thousand Oaks, The Oaks
‘walnut Creek. Wafriut Creek

Colorado

Boiilder.-Twenty Ninth Street
Bmomfielrl. Flatiron Crossing

Colorado Springs. The Pronienade Shops zit
Brlargare _
Denver, Cherry Creek
l_=i-tieioii. Aspen Grove
Lono Tree. Park Meadows

Connecticut

‘ "wry, Danbury Fair" Mall
' _.rn ..gior-., Westfarms
Greenwich. Greenwich Avenue
S:23ri:‘for<l, Stamford

 
 

Delaware

Newark. Cltristiiina M ail

District of Columbia
Washington, Georgetown

Florida

- Alia-mciiia SD:’.'l'lg5. Altamorite
Avetntura. Aventura
Boca Raton. Boce Raton
Brandon, Brandon
F.s:ero, Coconut Point

. ..=.=;.~derdale. The Galleria

' S()Yl‘Jil‘.£'. St. Johns Town Center
Mi.».mi. Daclelzind

.V.l€‘.!lii. The l"-ails
Miami Beach. Lincoln Road

'\'&pi\‘:S. Vliaterside Shops
Orlaiidr), Florida Mall
().'l:tn:lo, Millenia
ihxlni Beacla -’C.ai'c‘ans, The Gardens Mall
hrs‘ .1. International Plaza
X-‘Joli ;gion, wzllington Green

 
 

  

Georgia
Alplizretia. Norih Point
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Souilt Portland. Maine Mal!

Maryland
Annapolis. Annapolis
Bethesda. Bethesda Row
Bethesda. Montgomery Mall
Coliiinhia. Columbia
Towson. Towsori Town Center‘

Massachusetts

Boston, Boylston Street
3l'(~1lI‘i5II‘(-!(:‘. South Shore

Surlingtoit, Burlington
Camzaridge. Cambrldgeside
Chestnut liiii, Chestnut Hill
Dediiani, Legacy Place
liingham. Derby Street
Hclyoke. Holyoke
Natick, Natick Collection
Peabody. Northshore

Michigan
Ann Arbor. Briarwoocl

Clinton Townshio. Partridge Creek
Grand Rapids, Woodland
No-1.‘. Twelve Oaks

Troy. Somerset

Minnesota

Bloornénsgzon, Mall of America
Ecllna. Southciale

Minneapolis, llptown
' Mini-re-‘.oni<a. Ricigedzile

Rosev';lli:, Roseilzile Ceritizr

Mississippi
llidgelancl. Renaissance at Colony Park

Missouri

‘ K-3115535 City. Country Club Plaza
Saint. Louis. St. Louis Galleria
St. l.oi.=is.. West County

Nebraska

Omaha. Village Pointe

Nevada

Las ‘./egeis. Fashion Show
Les Vegas. The Forum Shops
Las Vegas. Town Square
Reno. Summit Sierra

New Hampshire
Nasliuzi. Pheasant Lane

Saieni, Roékinghaih Park

Newjersey
Atlantic City. The Pier
is'i'irlgowater'. Bridge:-later
Chem; 2»-liil. Cherry Hill
liu'iso:=. Menlo Park
Freehold. Freehoéd Raceway Mall

i‘-Jlarltos. Sagemore '
l’ar.=.mo.<, Garden State Plaza
ROC':(},\\*J21’5l, Rockaway

‘l‘i«;ar.=:'cl. We-sltington Square

Pennsylvania
Ardiricre. Suburban Square
K2-rig; of Prussia. King or’ Prussia
Lancaster. Park City ‘
Phiiiidelpiiia. Walnut Street
F‘:Il3lJl$l’gl".. Ross Park
Flzisiiurgli. Shadyslcie
Hztzfourgh. South Hills Wlage .
Wnitehziii. Lehigh Valley

Rhode Island
Provideiice. Providence Place

South Carolina

Charleston. King Street
Greeiw?.l':e, Haywood Halt

Tennessee

(ierrriantowii. Saddle Creek
Kiioxvlile. West Town Mall
Nashville. Green l-lills

Texas

/fxusziii, Barton Creelc
Austzri. The Domain
Dollars. Nort'nPark Center
Fort Worth. University Park Village
Fr-iendsxvood. Baybrook
Frisco. Sione.briar

C-<li:_.|l‘iiar-ci i‘-z~..v‘-<. Knox Street
2--lo-..-ston. Houston Galleria
l-lo':.‘~:»i.<>.r';, Memorial City
Hr:-..'ston. Willowbrook Mall
i‘§.sri<>. Willrtiw Bend
San Antonio. La C-‘antera
San .*\nior.~io, Norih Star
so-.:thl.~.l<:2. Sout'r~.lal<e Town Square
Sui; r L..r:d, First Colony Mall
Thr: Woocllencls, The Woodlriniis

 

Utah

Salt Lake City. The Gateway

Virginia
Arlington. Clarendon
Arlington, Pentagon City
F;iirf'ai<, Fair Oaks
McLean. Tysons Corner
Norfolk. MacArthur Cl:-nter
Restoit, Reston
Richrnoncl. Short Pump Town Center

Washington
Beiiewe, Bellevuc Square
Lynr.-w‘oocZ. Alderwood Mali
Seaitie, University Village

Tacorraa Mall
. Southcenter
 
 

Wisconsin

Cilerdziie, Bayshore
-Ma .:>i~..West Towrie

‘.*/au=.-wizosa. Mayfair '
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Apple to Openllligh l?rofile 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 pm. CDT.

“Injust two years Apple has changed the face ofcomputer retailing and we are now bringing
that experience to one ofthe 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;

. a class Studio that overlooks an eco-friendly greenroof garden;

. a forty-foot long Genius Bar, one of the most popular sections ofApple retail stores,
where anyone can ask the Mac® “Genius” questions, connect to the Mac cornmtmity 4
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’;

o “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 Internet;

. a sofiware section with hundreds ofsofiwane titles for l:he Mac; and
- a 48-seat theater, where customers can watch demonstrations of Apple‘s latest

innovations, take classes and attend “Made on aMac“ events.

" A complete schedule ofNorth Michigan Avenue store events and classes is available at
my ggnlg gggrn/regil/nmichiganave.

Apple opened its lirst 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 hostedmore than 17 million visitors. .

At the Apple store, knowledgeable sales people are available to help customers learn about
the revolutionary ffunes Music Store and new ultra-portable iPods. The hands-on Apple
store experience provides visitors access to the latest Mac computer systems including the
12-inch and 17-inch PowerBook® G4 notebooks, iMae® and eMac"” running innovative
digital lifestyle applications like iPhoto'm, iDVDW, i'l‘unes and iMovie"M, as well as Mac®
OS X Apple‘s revolutionary new operating system.

Apple ignited the personal computer revolution in the 19705 with the Apple II and reinvented
the personal computer in the 19803 with the Macintosh. Apple is committed to bringing the

. best personal computing experience to studens, educators, creative professionals and
consumers around the world through its innovative hardware, sofiware and Internet offerings.

Press Contacts:
Jane Rauckhorst

Apple
(408) 974-9950 -
iraucklrorsttcflapplecom

Christine Well
. Apple

(408) 974-7625
cwr:il@z_rople.com

NOTE TO EDITORS: For additional information visit Apple's PR website
(wmv.ap_r)le.com/pr/), or call Apple's Media Helpline at (408) 974-2042.

Apple, the Apple logo, Macintosh, Mac, Mac OS, iChat, isight, r“l‘unes, Powerfiook, iMac,
eMac, iPhoto, DVD and iMovie are either registered trademarks or trademarks ofApple.
Other company and product names may be trademarks of their respective owners.

tl_9nu>ErmJni9.>El1=_<tLl.::ls>PrDss Release
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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 IE No [II

Indicate by check mark if disclosure ofdelinquent 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 III
of this Form 10-K or any amendment to this Forrn l0—K. IE

Indicate by check mark whether the Registrant is an accelerated filer (as defined in Exchange Act Rule 12b-2). Yes No El

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 afliliates. This determination of executive officer or
affiliate status is not necessarily a conclusive determination for other purposes.

359,135,584 shares ofCommon Stock Issued and Outstanding as of December 6, 2002

 
PART I

The Business section and otherparts ofthis Annual Report on Form I0-K ("Form 10-K’) containforward-loolring statements that
involve risks and uncertainties. The Company's actual results may dtfler significantlyfrom the results discussed in theforward-looking
statements. Factors that might cause such diflerences include, but are not limited to, those discussed in the subsection entitled "Factors
That May Affect Future Results and Financial Condition" under Part II, Item 7 ofthis 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 ofpersonal 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 I0-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 in 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 togetherwith its innovative industrial design, intuitive ease-of-use, and
built-in networking, graphics, and multimedia capabilities. Thus, the Company is uniquely positioned to offer digital hub products andsolutions.

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 ofnumerous of these
industry standards, many ofwhich are discussed below.

http://www.sec.gov/Archives/edgar/data/320193/000104746902007674/a2096490z10—k.htm 8/27/2010
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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 platfomis. 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 ofpersonal
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% ofcustomers 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 ofproducts 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
0S® X, incorporates powerfiil 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 ll, Item 7 of this Form l0-K under the heading
"Segment Operating Performance," and in Part 11, Item 8 on this Fonn l0—K in the Notes to Consolidated Financial Statements at
Note 1 1, “Segment lnforrnation and Geographic Data."

http://www.sec.gov/Archives/edgar/data/3201 93/000104746902007674/2120964902I 0-k.htrn 8/27/2010
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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 II, 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 SuperDriveTM, a combination CD-
RW/DVD—R drive that can burn DVDs that can be played in most consumer DVD players.

Xserve'““

During the third quarter of 2002, the Company introduced and shipped XserveT“, a lU rack-mount sewer designed for simple set up
and remote management. Xserve was designed for I/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 ofhot-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 ofprofessionals 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 ("TF'1“‘) 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 l5-inch shadow-mask cathode ray tube ("CRT") display, easy Internet access, fan-less operation, 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 l5-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
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eMacTM

In April 2002, the Company introduced the eMacT”, 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
l7-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.

http://wWw.sec.gov/Archives/edgar/data/320l 93/000104746902007674/2120964902l O-k.htrn ' 8/27/2010
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iBaok®

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.l—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.

iPoa'”’'

- lntroducediin 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 ofbattery 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—1natrix 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 otTered 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
lntemet-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

 . 

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; iChatT"', an AIM-compatible instant messenger; a system-wide Address
Book; lnkwellm handwriting recognition; improved Universal Access; an enhanced Finder; an updated version ofQuickTime®, 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—perfonnance services for l'nternct and web serving, filing, printing, and networking services
needed to manage a network ofMac, 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 modem UNIX~based sewer built on open standards. It provides performance and stability through fiill 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 ofbuilt-in, standards-based lntemet services like an optimized Apache
web server for high-performance hosting of secure dynamic web sites and QuickTime Streaming Server and Quick’-Time Broadcaster
for streaming 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.

Further information regarding the introduction of and updates to Mac OS X and Mac OS X Server 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."

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
powerfiil 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 ofprojects 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 ofcolor correction tools, tracking/stabilization capabilities, integrated procedural paing 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.
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Introduced in 2002, Cinema Tools for Final Cut Prom 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 (EDLs) 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 "te1ecined" content

to its native 24—frame rate for editing, then generates a 24-fps c_ut 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 I-ID 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 fonnats. '

DVD Studio Pro® l.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

iMovieTM 2, the Company's easy—to-use consumer digital video editing software for creation of home and classroom movies, features an
enhanced 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. iDVDTM 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 iPhotoT-‘4 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 ofphotos. 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 US. customers. iPhoto is currently preinstalledon 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 burning, 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,

 

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 lntemet. 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
lntemet 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 ofApple'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 a .MacT'“ account can use iSync to seamlessly synchronize their
calendars and address books across multiple Macintosh systems connected to the lntemet.

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 easy-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 FiIeMaker® Pro database software and related
products otTer strong relational databases and advanced desktop-to-web publishing capabilities.

Internet Software, Integration, and Services

Apple's lntemet strategy is focused on delivering seamless integration with and access to the lntemet 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 lntemet 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 lntemet 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 lntemet during the last year. Tens of thousands of software applications and content CD5
feature QuickTime, and more than 150 models of digital cameras from most major brands use QuickTime to capture and display theirimages.

The current version of QuickTime, QuickTime 6, was released in July of 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 fomiat 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 lntemet-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 Broadcaster 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 insta1led'Quick’I‘ime 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. '

Introduced with Mac OS X Jaguar, Sherlock® 3 is the Company's advanced Internet search engine, Sherlock 3 fimctions 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 lntemet, 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 lntemet tools. .Mac features email service with IMAP, POP or web-based access, 100MB of Internet storage, and hosting for
.personalized homepages and shared digital photo albums. Also included with .Mac is McAfee's Virex anti-virus software and Backup, a
personal back-up solution that allows users to archive data to their lntemet storage, CD, or DVD.

Wireless Connectivity and Networking

AirPor1® is the Company's wireless networking technology that allows users to create a computer network and connect to the lntemet
without cables, additional phone lines, or complicated networking hardware. Based on the IEEE 802.1 lb 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 systems 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 Internet
Engineering Task Force (IETF) Standard Protocols such as IP, ARI’ and DNS. Rendezvous uses industry standard networking protocols
and zero configuration technology to
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automatically discover and connect devices over any IP network, including Ethernet or 802.1 l—based wireless networks like the
Company’s AirPon product. Major developers such as Canon, Epson, I-lewlett-Packard, Lexmark, Philips, Sybase, World Book and
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Xerox have announced support for Rendezvous in a broad range ofproducts 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 administrators 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, get comprehensive system profiles, reconfigure system
settings and quickly and easily distribute software applications across hundreds of computers—all from one central location over both
Ethernet and AirPort wireless networks. Apple Remote Desktop supports multiple levels of administrator access, each 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 cameras 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 ofcalendar 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 platfonn. The Company sells a variety of these
third—party sofiware products directly to end users through both its retail and online stores. Additional infonnation regarding the
Company's relationship with and dependence upon third-party software developers, including Microsoft Corporation, 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."

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 ofphone
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 lntemet 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
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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 variety ofunique 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 platfonn for both Macintosh
and Windows computers; the iBook Wireless Mobile Lab that allows teachers and students to share iBook computers, a printer, and a
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.

ln 2001, Apple acquired Powerschool lnc., a privately held provider of web-based student infonnation systems for K-12 schools and

http://Www.sec.gov/Archives/edgar/data/320193/000 l 04746902007674/a2096490zl 0-k.htm 8/27/2010



Page 10 of 87

school districts. PowerSchool® software products give school administrators and teachers the ability to easily and cost-effectively
manage student records and give parents real-time access to track their children's performance via the Internet. Powerschool offers the
option of remote hosting with an application service provider model.

Markets 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 Fomi 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% ofnet sales. No other customer accounted for more than 10%

of net sales during 2000, and no individual customer accounted for more than 10% ofnet 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'sresults
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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 lntemet, an increasing number of lntemet 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 infomnation 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, ltem 7 of this Form l0-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 ("ASlCs")) 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 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. 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 ifproducers were to decide
to concentrate on the production ofcommon 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 I-Iai 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 Pan II, Item 7 of this Form 10-K
under the heading "Factors That May Affect Future Results and Financial Condition," and in Part II, Item 8 of this Form IO-K in the

Notes to Consolidated Financial Statements at Note 10 under the subheading "Concentrations in the Available Sources of Supply ofMaterials 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 sofiware 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 million, 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 reasonable 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 ofothers.

Infonnation regarding claims and litigation involving the Company related to alleged patent infringement and risks related to the
Company's reliance on third-party intellectual property is set forth in Part I, Item 3 ofthis Fonn l0-K, and in Part II, Item 7 ofthis
Fonn l0-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 largest geographic marketplace. Approximately 57% of the Company's net sales in fiscal
2002 came from sales to customers inside the United States. Final assembly ofproducts 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 ofApple 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 II, Item 8 of this Form I0-K in the Notes to

Consolidated Financial Statements at Note ll, "Segment Information and Geographic Data." Additional information regarding the risks
associated with international operations is set forth in Part II, 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 ofpurchase by the end user. The Company also offers a 90-day warranty for Apple software and for Apple 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.

Environmental 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 Union 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 ofpast 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. l-lowever, 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 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, 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 employeesand 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 ofretail space. Leases are generally for terms of 5 to 10 years, and usually provide renewal options for t_errns 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. Outside
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 II, 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 II, Item 7 of this Fonn lO—K under the heading "Factors That May Affect Future Results and Financial
Condition," and in Part II, Item 8 of this Form l0-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 seriesof corporate
transactions the assets belonging to Plaintiff were acquired by a subsidiary, Lernout & Hauspie Speech Products N.V. ("L&H“). L&l-I
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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Bancroft v. Apple Computer, Inc.

Plaintiff Bancroft filed this purported class action on January 30, 2002 in Los Angeles Superior Court on behalfof a potentially
nationwide class of purchasers of certain Power Macintosh G3 computers. Plaintiff alleges violation of the Consumer Legal Remedies
Act ("CLRA") arising from allegedly poor perfonnance 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
seeks actual damages, injunctive relief, restitution, punitive damages, attomeys' fees and other relief. 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-infiingement,
unenforceability and invalidity. The parties are in discovery.

Dynacore Holdings Corp. v. Apple Computer, Inc.

PlaintiffDynacore filed this action on June 6, 2001 in United States District Court for the Southern District ofNew 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. 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 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 affirmative 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.

F1‘C 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
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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 action 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 1». Apple Computer, Inc. and Steven P. Jobs," Young v. Apple Computer, Inc. er
al; Hsu v. Apple Computer Inc. et al

Beginning on September 27, 2001, three shareholder class action lawsuits 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 purport to
bring suit on behalf ofpersons who purchased the Company's publicly traded common stock between July l9, 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 false advertising and unfair business practices (among other causes of action) by
advertising that the AirPort System is lntemet—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
operations.

Pitney Bowes' Inc. v. Apple Computer, Inc.

Plaintiff Pimey 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. Plaintiffseeks
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 ma] 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 a 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 Stemberg
but with respect to a different computer mode1—-the Power Macintosh G4. The Company answered both complaints, denying all
allegations and alleging numerous affirrnative 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 unenforccability.

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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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 ofrecord.

On June 21, 2000, the Company effected a two-for-one stock split in the form of a 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 200]. The Company anticipates that, for the foreseeable 1
firture, 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 common

share $ 18.74—$l3.99 $ 26.11-$16.55 $ 25.45—$20.78 $ 23.76-$14.98

Fiscal 2001 price range per common

share $ 25.22-$14.68 S 27.12-$18.75 $ 23.75-$14.44 $ 26.75—$13.63

Item 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 fiilly understand factors that may affect the comparability of the information
presented below.

Five fiscal years ended September 28, 2002

(‘In millions, except share and per share amounts) 2002 2001 2000 1999 1998

Net sales $ 5,742 $ 5,363 $ 7,983 $ 6,134 .$ 5,941
Net income (loss) $ 65 $ (25) $ 786 $ 601 $ 309
Earnings (loss) per common share:

Basic $ 0.18 $ (0.07) $ 2.42 $ 2.10 $ 1.17
Diluted $ 0.18 $ (0.07) 3 2.18 $ 1.81 $ 1.05

Cash dividends declared per common share S — S —— $ —— S — $ -
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~tenn investments $ 4,337 $ 4,336 3 4,027 S 3,226 $ 2,300
Total assets 39 6,298 $ 6,021 $ 6,803 $ 5,161 $ 4,289
1_.ong—term debt $ 316 S 317 $ 300 $ 300 $ 954
Total liabilities $ 2,203 $ 2,101 $ 2,696 S 2,057 $ 2,647
Shareholders’ 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—cur-rent 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
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$1 million for acquired in-process technologies with no alternative 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,vand
$27 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
ofapproximately $90 million. In 2002, of the original $90 million accrual, $2 million remained unspent and was reversed.
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

This section and other parts of this Fonn 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
notes 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 circumstances, the results of which form the
basis for making judgments about the carrying values of assets and liabilities. Actual results may differ from these estimates.

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 judgments and estimates about matters that are inherentlyuncertain.

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 Statements. 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

l9

 

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.

Allowancefor 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 anangements, or credit insurance are outstanding with the Company's
distribution and retail channel partners.

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 receivables 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 debts, the general economic
environment, the financial condition of the Company's distribution channels, and the aging ofsuch 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 actual 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 aremade.

Inventory Valuation and Inventory Purchase Commitments

The Company must order components for its products and build inventory in advance ofproduct 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 a 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 areidentified.

Valuation ofLong~Livea’ 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 assetsare considered to be
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impaired, the impainnent 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 identifiable 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 fiiture 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 ofpotential 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 impainnent, 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 intemal business structure could cause one or more of the Company's business units to be valued differently thereby causing
an impainnent 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 impaimient ofproperty, plant, and equipment, identifiable intangibles, or goodwill.

Valuation ofNon-C2/rrent Deb! 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 avai1ab1e—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 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 in two quarters during the last two fiscal years. Various
factors are considered in detennining whether a decline in value is other-than-temporary, including the length of time and extent to
which the investments 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 marketvalue.

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 company deteriorate, the Company may determine in a future period that such
a decline in fair value is other—than-temporary,

 

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 "Factors That May Affect FutureResults and Financial Condition."

Net Sales

Net sales and Macintosh unit sales for geographic segments and by product follow (net sales in millions and Macintosh unit sales in
thousands):

 

 

2002 Change 2001 Change 2000

Americas net sales $ 3,088 3 % $ 2,996 (30)% $ 4,298
Europe net sales 1,251 0 % 1,249 (31)% 1,817
Japan net sales 710 0 % 713 (47')% 1,345
Retail net sales 283 — l9 —— --

Othcr segments net sales 410 6 % 386 (26)% 523

Total net sales at 5,742 7 % $ 5,363 (33)% $ 7,983
@ 'fl l%&‘I 

Americas Macintosh unit sales 1,728 (2)% 1,768 (29)% 2,507
Europe Macintosh unit sales 722 (4)% 754 (32)% 1,1 10
Japan Macintosh unit sales 386 (2)% 394 (46)% 730
Retail Macintosh unit sales 92 —- 7 — —

Other segments Macintosh unit sales 173 5 % 164 (22)% 21 1

Total Macintosh unit sales 3,101 0 % 3,087 (32)% 4,558

Power Macintosh net sales (a) $ 1,380 (]7)% $ 1,664 (39)% $ 2,747
1-‘owcrBook net sales 831 2 % 813 (I4)% 948
iMac net sales 1,448 30 % 1,117 (53)% 2,38]
iBook net sales 875 8 % 809 0 '’/o 809
Software, Service, and Other net sales 1,208 26 % 960 (1 3)% 1,098

Total net sales 8 5,742 7 % $ 5,363 (33)% $ 7,983
' ' .7.1:'€'.? K13.’-. "57.-37;?

Power Macintosh unit sales (a) 766 (l8)"/o 937 (35)% 1,436
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PowerBool< unit sales 357 ' 3 % 346 (10)% 383
iMac unit sales _ 1,301 8 % 1,208 (45)% 2,194
iBook 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
 15$S  $1123

 

(a) Includes server sales and amounts previously reported as Power Macintosh G4 Cube.

Cb) 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 anumber 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 software 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 2001.

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 ofPower 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 until after the introduction ofMac
OS X Jaguar released in the fourth quarter of2002. Others may have delayed upgrading until after the availability of other
professionally oriented software applications for Mac OS X such as.Quarl<Xpress.
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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 intemational 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 all

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 of2001 . 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 200] 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 iBool<s 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 US. 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 deterioration 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 toreduoe 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 ll, Item 8 on this Form 10-K in the Notes to Consolidated Financial Statements at Note 11, "Segment lnformation
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 US. 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~oricnted systems, by the significant growth of
the Company's Retail segment in the U.S. More than 70% of the Retail segments Macintosh unit sales during 2002 were for iMacs andiBooks.

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 also
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 US. education charurel, unit sales of the Company's consumer
oriented iMac fell 64% in 2001. The effect of falling consumer demand in the Americas segment was partially offset by strong U.S.
education sales. The Company's unit sales in US. 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 US. 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
200l 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 relatively stronger demand for consumer-oriented
products, particularly iBool< 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 200], 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 ofnet sales experienced by the Company in the
first quarter of 200] 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 ofwhich 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 S 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 tenninate 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 involved, 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 ofthe 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 $ 5,742 $ 5,363 $ 7,983
Cost of sales . 4,139 4,128 5,817

Gross margin $ 1,603 S 1,235 $ 2,166
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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 to 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 ofoperations can be significantly affected in the short-tenn by
fluctuations in exchange rates.

The Company orders components for its products and builds inventory in advance ofproduct 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 ofparticular 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
nonnal 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 ofnet 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 2000

Research and development S 446 $ 430 $ 380
Percentage ofnet sales 8% 8% 5%

Selling, general, and administrative expenses 53 1,111 $ 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 200]. 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 software development
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 II, Item 8 of this Form 10-K at
Note 1 of Notes to Consolidated Financial Statements.

Selling, General, andAdministrative 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 lower 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 opporttmities 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 . $ 30 -— $ 8
Purchased in—process research and development 55 1 S 11 —
Executive bonus $ (2) —— $ 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
of 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, infonnation systems, and
administrative functions. ln addition, these restructuring actions also included significant changes in the Company's information
systems strategy resulting in termination of equipment leases and cancellation of existingprojects 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 resulting 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
$5 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-offof various assets, substantially all was utilized before the end of 2000.
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Purchased In-Process Research andDevelopment (IPR&D)

During the fourth quarter of2002, the Company acquired Emagic GmbH, a provider ofprofessional 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 ofproducts 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 detennined 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 of25%.

In May 2001, the Company acquired PowerSchool, Inc. (Powerschool), a provider of web-based student infonnation systems for K-12
schools and districts that enables schools to record, access, report, and manage their student data and perfonnance 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 ofproducts under development had not
been established and no alternative fixture uses existed. The IPR&D relates to technologies representing processes and expertise
employed to design, develop, and deploy a functioning, scalable web-based student infonriation 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, 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%.

Executive Bamrs

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 aircrafl. 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 2002and was reversed.

 

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 $ (42) $ 88 $ 367
Unrealized loss on convertible securities $ —— (13) $ —

Interest income S 118 $ 218 $ 210

Interest expense (I l) (16) (21)
Miscellaneous other income and expense 5 I5 14vIA.v<u4:‘.r.:n—‘1:r.‘:‘: .-.:.~,-:xw.;.-.a.-.u-.-::.\~; ..~.:.r--.....:/.a...r.
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Interestand otherincome, net $ 112 $ 217 $ 203

Total other income and expense 3% 70 $ 292 $ 570
R & $7a§E 

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 irnpairment charge to earnings 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 II, Item 8 of this Form 10-K at Note 2 ofNotes 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), a $6 million charge to earnings to write-down the basis of its investment in Akamai Technologies, Inc. (Akamai), and a
$15 million charge to camings to write—down the -basis of its investment in a private company investment. These losses in 2002 were
partially offset by the sale of 1 17,000 shares of EarthLinl< stock for net proceeds of $2 million and a gain before taxes of $223,000, the
sale of 250,000 shares ofAkamai stock for net proceeds of $2 million and a gain before taxes of $710,000, and the sale of
approximately 4.7 million shares ofARM Holdings plc (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 ofARM 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 $1 14 million charge to earnings
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 ofARM stock for net proceeds of $372 million and a gain before taxes of $367 million.

The combined canying 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 inthe future.
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Accountingfor Derivatives and Czmznlative Eflect ofAccounting Change

On October 1, 2000, the Company adopted Statement of Financial Accounting Standard (SFAS) No. 133, Accountingfor Derivative
Instruments andHedging 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-tenn investments resulting from
substantially lower market interest rates. The weighted average interest rate earned by the Company on its cash, cash equivalents and
short-tenn 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. lnterest 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 Condition." 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 ofvaluation allowances. As ofSeptember 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 sufiicient 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 ofwhich 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 thevaluation allowance.
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The lntemal Revenue Service (JRS) 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 Prorrouncements

In June 2001, the Financial Accounting Standards Board issued SFAS No. 143, Accountingfor 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, Accountingfor the Impairment or Disposal ofLong-
Lived Assets‘ (Statement 144), which supersedes both SFAS No. 121, Accountingfor the Impairment ofLong-Lived Assets andfor
Long-Lived Assets to Be Disposed 0fand the accounting and reporting provisions of APB Opinion No. 30 (Opinion 30), Reporting the
Results ofOperations—Reportz’ng the Effects ofDisposal of0 Segment ofa Business, and Extraordinary, Unusual and infrequently‘
Occurring Evems 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 No. 121 for recognizing and measuring impairment losses on long-lived assets held for use
and long-lived assets to be disposed of by sale, while also resolving significant implementation issues associated with SFAS No. 12!.
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
impainnent, 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 to newly initiated
disposal activities.
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In June 2002, the Financial Accounting Standards Board issued SFAS No. 146, Accountingfor Costs Associated with Exit or Disposal
Activities. SPAS No. 146 supersedes Emerging Issues Task Force Issue No. 94-3, Liability Recognitionfor 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 afler December 3] , 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 each of the last three fiscal years (dollars in millions):

 
2002 2001 2000

Cash, cash equivalents, and short-term investments S 4,337 $ 4,336 $ 4,027

Accounts receivable, net $ 565 $ ‘ 466 S 953
Inventory $ 45 $ 1 1 $ 33

Working capital $ 3,730 $ 3,625 $ 3,494
Days sales in accounts receivable (a) 36 29 46
Days of supply in inventory (b) 4 1 2
Annual operating cash flow $ 89 $ l85 $ 868 

(a) 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-tenn investments, virtually unchanged
from the end of fiscal 2001. The primary sources of total cash, cash equivalents, and short-tenn 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 Commitments

As of September 28, 2002, the Company had total outstanding commitments on noncancelablc operating leases of $464 million,
$209 million ofwhich 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 fonn 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 6.5] %. The notes pay interest semiannually and
mature on February 15, 2004.

Purchase Commitments with Contract Manufacturers and Companent 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 suppliers. 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
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. 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 total 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 ofwhich is expected to be utilized for further expansion of the Company's Retail segment and
the remainder utilized to support nonnal replacement of existing capital assets and enhancements to general information technologyinfrastructure. ‘

Stock Repurchase Plan

].n 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 C0,, Ltd, Akamai, and EarthI.ink. These investments are
reflected in the consolidated balance sheets as non-current debt and equity investments 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 inthe 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 andpolitical uncertainty could adversely affect Ilze 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 1 l, 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 1 l , 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 marketforpersonal 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, short product life cycles, continual improvement in product price/perfonnance
characteristics, price sensitivity on the part of consumers, and a large 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 aggressivelycut prices and lowered their product margins in order to gain or maintain market share in
response to weakness in demand for personal computing products thatbegan 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 fimctionality, 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 lntemet 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 platfonn in order to maintain perceived design and functional advantages over competing platfonns, including Windows.

The Company has higher research and development and selling, general and administrative costs, as apercentage ofrevenues, than
main! ofcompetitors.

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 managefrequentproduct 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 continually 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 detemiine 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 lO.l. 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 ofMac 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 ordersfor components, and in some cases commitments to purchase components, must be placed in advance ofcustomer
orders, the Companyfaces 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 ofproduct 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 ofparticular 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 customerdemand patterns.

Future operating results are dependent upon the Company's ability to obtain a sufficient supply ofcomponents, some ofwhich are in
short supply or available onlyfiom 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‘ yieldshave
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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 ASlCs. Continued availability of these components may
be affected ifproducers 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 favorably to those supplied to the Company's
competitors by Intel Corporation and other developers and producers ofmicroprocessors 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 Ml-Iz 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/perfomiance features could have an adverse impact on the Company's results of operations and financial condition.

The Company is dependent on mamtfacturing and logistics services provided by thirdparties, many ofwhom are located outside oftheUnited States.

Many of the Company's products are manufactured in whole or in part by third-pany 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. lt 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 least 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 ofproducts 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.
Currently, manufacture of many of the components used in the Company's products and final assembly ofall of the Company's portable
products including PowerBooks, iBooks, and the iPod is performed by third-party vendors in Taiwan. Iffor 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 e.>.perience qualityproblems that result in decreased net sales and operating profits.

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.
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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 investment and cominitnient ofresources and is subject to numerous risks andancertainties. '

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
proportion 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 financial 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 withunanticipated 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’: professionally oriented desktop systems have declined sharply over past two to three years negatively
impacting net sales andgross 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 ongoing transition to Mac OS X and in anticipation ofcertain software vendors
transitioning their professionally oriented Macintosh sofiware 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 Companyfaces increasing competition in the U.S. educqtion 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 ofdistributors and other resellers ofthe Company’s
products.

The Company distributes its products through wholesalers, resellers, national and regional retailers and cataloguers, many ofwhom
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 I of this Fonn 10-K under
the heading "Markets and Distribution," which information is hereby incorporated by reference. ‘

The Company's business is subject to the risks ofinternational 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 in 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 currencies
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 ofproducts 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 I0-K under the
subheading "Foreign Currency Risk" and may be found in Part II, Item 8 of this Fonn 10-K at Notes 1 and 2 ofNotes to Consolidated
Financial Statements, which information is hereby incorporated by reference.

77ze Company'sfutureperformance is dependent upon supportfi'om.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 Microsofi 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 upgmding 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 ofMac 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 larger 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 lntemet Explorer products for the Mac 05. 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 intellectualproperty obtainedfrom thirdparties, and the Company '5future
results could be adversely aflected ifit is alleged orfound to have infringed on the intellectualproperty rights ofothers.

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. I-Iowever,
there can be no assurance that the necessary licenses would be available or available on acceptable terms.
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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 pennanent 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 I, 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
rights 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, Item 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 results tofluctuatefor a variety ofreasons.

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 ofnet sales in the third month ofthe Company'sfiscal 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 ofoperations 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. Experienced 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 ofinsurance.

The Company has observed rapidly changing conditions in the insurance markets relating to nearly all areas of traditional corporate
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 manufacturingvendors.

The market value 0 the Com an ’s non-current debt and e ui investments is sub ‘eat to si ti rcant volatili .P Y 9 J 8" O’

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 impaimient charge to earnings when it is judged an investment has experienced a decline in value that is other-thaw
temporary. The Company has recognized material impainnent charges related to its non-current debt and equity investments twice in

http://wwwsec.gov/Archives/edgar/data/320193/000104746902007674/a2096490z10—k.htm 8/27/2010



Page 37 of 87

the last two fiscal years.

The Company is subject to risks associated with environmental regulations.

Production and marketing ofproducts 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 usefiil 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 ofpast 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 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 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, including federal and state legislation in the United States, thecumulative impact of which could be significant.
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Business interruptions could adversely affect the Company'sfuture 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 othernatural or manmade disaster.

Unanlicipated changes in the Company's tax rates could aflecr its future results.

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 stockprice may be volatile.

The Company's stock has at times experienced substantial price volatility as a result of variations between its actual and anticipated
financial results and as a result of announcements by the Company and its competitors. 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 ofFinancial Accounting Standard_No. 133, Accountingfor Derivative Instruments andHedging Activities,
as of October l, 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 volatility ofother 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 supplementsintemal 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% ofpar, 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 I to 4 years. The remainder all 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. Asa result of such activity, the Company
recognized net gains of $7 million in 2002 and $1 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 ofSeptember 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 noted 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—terrn 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 convened 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-temi 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 risk 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 finnly
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 ofhedging 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 a maximum one-day
loss of $6.8 million as of September 29, 2001. Because the Company uses foreign currency instruments for hedging purposes, losses
incurred on those instruments are generally offset by increases in the fairvalue 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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Item 8. Financial Statements and Supplementary Data
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