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The Business section and other parts of this AnReglort on Form 10-K (“Form 10-K”) contain forwarkboking statements that involve ri
and uncertainties. Many of the forward-looking staents are located in “ManagemenDiscussion and Analysis of Financial Conditiord
Results of Operatior” Forward-looking statements provide current expectationitnfre events based on certain assumptions anddecan:
statement that does not directly relate to anydnisal or current fact. Forwardeoking statements can also be identified by waulsh a
“anticipates,” “believes,” “estimates,” “expects,”“intends,” “plans,” “predicts,” and similar terms. Forwarddooking statements are t
guarantees of future performance and the Com’s actual results may differ significantly from thesults discussed in the forwalmbking
statements. Factors that might cause such diffe®imclude, but are not limited to, those discusseithe subsection entitled “Risk Factors”
under Part I, Item 1A of this Form 1-which are incorporated herein by reference. Twmpany assumes no obligation to revise or uf
any forward-looking statements for any reason, pkes required by law.

PART |
Item 1. Business
Company Background

Apple Inc. and its wholly-owned subsidiaries (cotleely “Apple” or the “Company”)designs, manufactures and markets m
communication and media devices, personal compuded portable digital music players, and sellsagety of related software, servic
peripherals, networking solutions, and third-patigital content and applications. The Company’sdpiais and services include iPhcgheilPac
®, Mac® , iPod® , Apple T\ , a portfolio of consumerdaprofessional software applications, the iOS kst OS® X operating system
iCloud® ,and a variety of accessory, service and suppcetioffs. The Company also sells and delivers digitatent and applications throt
the iTunes Store , App Stose |, iBooksté¥e and Mac App Store. The Company sells its prodwoiddwide through its retail stores, onl
stores, and direct sales force, as well as thrahgd-party cellular network carriers, wholesalerstailers, and valuadded resellers.
addition, the Company sells a variety of thparty iPhone, iPad, Mac and iPod compatible pragjuotliuding application software, printe
storage devices, speakers, headphones, and vatloersaccessories and peripherals, through its@rnd retail stores. The Company sel
consumers, small and mid-sized businesses (“SM#IY, education, enterprise and government custorfikesCompanys fiscal year is the !
or 53-week period that ends on the last Saturdé§eptember. Unless otherwise stated, all informagpi@sented in this Form 30is based @
the Company’s fiscal calendar. The Company is &@aia corporation established in 1977.

Business Strategy

The Company is committed to bringing the best @sgrerience to its customers through its innovatisedware, software, peripherals,
services. The Comparg/business strategy leverages its unique abilityegign and develop its own operating systems,wene] applicatio
software, and services to provide its customers pevducts and solutions with superior easesd; seamless integration, and innovi
design. The Company believes continual investmemesearch and development and marketing and &slugris critical to the developme
and sale of innovative products and technologiespart of its strategy, the Company continues jaaed its platform for the discovery ¢
delivery of third-party digital content and applicas through the iTunes Store. As part of the Bauistore, the ComparsyApp Store ar
iBookstore allow customers to discover and downlapglications and books through either a Mac or ddimsbased computer or throu
“iOS devices,” namely iPhone, iPad and iPod to®clin January 2011, the Company opened the Mac Appe $toallow customers to eas
discover, download and install applications foritidacs. The Company also supports a communityHferdevelopment of thirdarty softwar
and hardware products and digital content that dement the Company’s offerings. The Compangtrategy also includes expanding
distribution network to effectively reach more amers and provide them with a high-quality sales post-sales support experience.
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Consumer and Small and Mid-Sized Business

The Company believes a high-quality buying expexewith knowledgeable salespersons who can corneyalue of the Comparg/product
and services greatly enhances its ability to at@ad retain customers. The Company sells manisgfroducts and resells thipdrty product

in most of its major markets directly to consumarsl businesses through its retail and online stofke Company has also investe:
programs to enhance reseller sales by placing tighity Apple fixtures, merchandising materials attler resources within selected third-
party reseller locations. Through the Apple PremReseller Program, certain thipérty resellers focus on the Apple platform by dow ¢
high level of product expertise, integration angsurt services.

The Company’s retail stores are typically locateHigh-raffic locations in quality shopping malls and anbshopping districts. By operating
own stores and locating them in desirable higiffic locations, the Company is better positiotedensure a high quality customer buy
experience and attract new customers. The storeglesigned to simplify and enhance the presentatiwh marketing of the Company’
products and related solutions. To that end, retaile configurations have evolved into variougsito accommodate markstecific demand
The Company believes providing direct contact wilcustomers is an effective way to demonstrageativantages of its products over thos
its competitors. The stores employ experiencedkayodvledgeable personnel who provide product adweeyice and training. The stores o
a wide selection of third-party hardware, softwaned other accessories and peripherals that conepletime Company’s products.

Education

Throughout its history, the Company has been cotathito delivering solutions to help educators teant students learn. The Comp
believes effective integration of technology infassroom instruction can result in higher levelsstfdent achievement and has desigr
range of products, services and programs to adtiiesseeds of education customers. The Companysajgmorts mobile learning and reahe
distribution and accessibility of education relatedterials through iTunes U™, a platform that aBostudents and teachers to share
distribute educational media online. The Compariis $&s products to the education market throughdirect sales force, select thipdsty
resellers and its online and retail stores.

Enterprise and Governme

The Company also sells its hardware and softwandymts to enterprise and government customersdh ehits geographic segments. -
Companys products are deployed in these markets becaubeiofpower, productivity, ease of use and theptizity of seamless integrati
into information technology environments. The Comya products are compatible with thousands ofdtpirty business applications
services, and its tools enable the developmensaadre deployment of custom applications as wekkamwte device administration.

Business Organization

The Company manages its business primarily on grgebic basis. Accordingly, the Company has detegdhithat its reportable operat
segments, which are generally based on the naturéoaation of its customers, consist of the AmasidEurope, Japan, Adiacific and Reta
The results of the Americas, Europe, Japan and-Radfic reportable segments do not include theltestfi the Retail segment. The Ameri
segment includes both North and South America. Hiv®pe segment includes European countries, asas¢lie Middle East and Africa. 1
Asia-Pacific segment includes Australia and Asian caesfrother than Japan. The Retail segment opehgigle retail stores worldwide. Eg
reportable operating segment provides similar hardwand software products and similar servicesthEurinformation regarding t
Company’s operating segments may be found in Rdte 7 of this Form 10-K under the subheadingg®ent Operating Performanceyic
in Part 11, Item 8 of this Form 10-K in Notes to i@wlidated Financial Statements in Note 8, “Segrirdntmation and Geographic Data.”
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Products

The Company offers a range of mobile communicasiod media devices, personal computing productspantble digital music players,
well as a variety of related software, servicesigherals, networking solutions and thipdrty hardware and software products. In additibe
Company offers its own software products, includi®g, the Company’s proprietary mobile operatingtegn; Mac OS X, the Compary’
proprietary operating system software for the Mssryer software and application software for cormyr8MB, and education, enterprise
government customers. The Company’s primary pradaie discussed below.

iPhone

iPhone combines a mobile phone, an iPod, and anniett communications device in a single handheddyet. Based on the Company’s Multi-
Touch™ user interface, iPhone features desktaps email, web browsing, searching, and mapsisrmbmpatible with both Macs a
Windows-based computers. iPhone automatically sywmdent from usersiTunes libraries, as well as contacts, bookmarks] amai
accounts. iPhone allows customers to access threegT8tore to download audio and video files, a$ ageh variety of other digital content i
applications. In October 2011, the Company laundRédne 4S, its latest version of iPhone, whichudes Siri™, a voice activated intellig
assistant. In addition to the Company’s own iPhaceessories, third-party iPhone compatible accessare available through the Company’
online and retail stores and from third parties.

iPad

iPad is a multpurpose mobile device for browsing the web, readind sending email, viewing photos, watching viddissening to musit
playing games, reading e-books and more. iPadssdan the Company’s Mullieuch technology and allows customers to connettt thieil
applications and content in a more interactive vidgd allows customers to access the iTunes Stallewnload audio and video files, as \
as a variety of other digital content and applaasi In March 2011, the Company introduced iPaits 5econdgeneration iPad. In addition
the Company’s own iPad accessories, third-partd i€ampatible accessories are available througiCtimapanys online and retail stores ¢
from third parties.

Mac Hardware Product

The Company offers a range of personal computimglysts including desktop and portable computetatae devices and peripherals,
third-party hardware products. The Companllac desktop and portable systems feature Intelopiocessors, the Mac OS X Lion opera
system and the iLifé suite of software for creatimn management of digital photography, music, eeMDVDs and websites.

The Company’s desktop computers include iMac , Nae and Mac mini. The iMac desktop computer hasalum-one design th
incorporates a display, processor, graphics caomage, memory and other components inside a siegdosure. The Mac Pro desk
computer is targeted at business and professiasabmers and is designed to meet the performanpansion, and networking needs of
most demanding Mac user. The Mac mini is a desktwpputer in a compact enclosure.

The Company’s portable computers include MacB@ok o &nd MacBook Air® .MacBook Pro is a portable computer designec
professionals and consumers. MacBook Air is aratgtim portable computer designed for professioaats consumers.

iPod
The Company’s iPod line of portable digital musicanedia players includes iPod touch, iPod nand?od ishuffle® and iPod classic All

iPods work with iTunes. In addition to the Compangivn iPod accessories, thipdsty iPod compatible accessories are availabteuth th
Company’s online and retail stores or from thirdties.



The iPod touch, based on iOS, is a flash-memorgda3od with a widescreen display and a Muiltiich user interface. iPod touch allc
customers to access the iTunes Store to downlodio and video content, as well as a variety oftdigapplications. The iPod nano is a flash-
memory-based iPod that features the Company’s Multich interface allowing customers to navigatertieissic collection by tapping
swiping the display. The iPod nano features a petisaluminum and glass enclosure with a built-ip. cThe iPod shuffle is a flash-memory-
based iPod that features a clickable control padotdrol music playback and VoiceOver technologgl#img customers to hear song tit
artists and playlist names. The iPod classic iardHdrive based portable digital music and videxye.

iTunes®

iTunes is an application that supports the purchd@&nload, organization and playback of digitadiaiand video files and is available for b
Mac and Windows-based computers. iTunes 10 isdtestl version of iTunes and features AirPfayireless music playback, Genius Mix
Home Sharing, and improved syncing functionalit$hwDS devices.

iTunes is integrated with the iTunes Stérea service that allows customers to discover, pweheent, and download digital content
applications. The iTunes Store includes the AppreStb and iBookstore. The App Store allows custontersdiscover and downlo.
applications, and the iBookstore features electrdamioks from major and independent publishers diogdve customers to preview and t
books for their iOS devices. Customers can acdesg\pp Store through either a Mac or Winddvased computer or through an iOS de
The iBookstore is accessed through the iBooks egidin on an iOS device.

Mac App Stor¢

In January 2011, the Company opened the Mac Appe Siltowing customers to discover, download anthihapplications for their Macs. T
Mac App Store offers applications in education, gamgraphics and design, lifestyle, productivityilities and other categories. T
Company’s Mac OS X operating system software aifé é&ind iWork® application software are also avdéatn the Mac App Store.

iCloud

In October 2011, the Company launched iCloud, & rcloud service, which stores music, photos, appbns, contacts, calendars,

documents and wirelessly pushes them to multiple d@@vices, Macs and Windows-based computers. iCioigétures include iTunes in

Cloud, Photo Stream, Documents in the Cloud, Césit&alendar, Mail, automatic downloads and purethéstory for applications and iBoo
and iCloud Backup. Users can sign up for free acte#Cloud using a device running iOS 5 or a Maming Mac OS X Lion.

Software Products and Computer Technologies

The Company offers a range of software productscimmsumer, SMB, education, enterprise and goverhroestomers, including tl
Companys proprietary iOS and Mac OS X operating systemwsok; server software; professional applicatioftvsmre; and consume
education, and business oriented application softwa

Operating System Software
i0S

iOS is the Companyg’ mobile operating system that serves as the fdiomdéor iOS devices. In October 2011, the Compegigased iOS
which supports iCloud and includes new feature$ siscNotification Center, a way to view and managifications in one place; iMessage
a messaging service that allows users to sendregsages, photos and videos between iOS devicgd\l@nsstand, a way to purchase
organize newspaper and magazine subscriptions.



Mac OS X

Mac OS X, the operating system for Macs, is builtam open-source UNIXased foundation. Mac OS X Lion is the eighth maghease ¢
Mac OS X and became available in July 2011. MacXQS3on includes support for new Multi-Touch gestsiréCloud integration; systemvide
support for full screen applications; Mission Coht¥, a way to view everything running on a useviac; the Mac App Store; LaunchpadT™
new home for a user’s applications; and a rededifhal application.

Application Software

iLife

iLife '11 is the latest version of the Company’snsamereriented digital lifestyle application suite inckdi with all Mac computers. iLi
features iPhot® , iMovie ,iDVD , GarageBahd , @eb™. iPhoto is the Company’s consuneeiented digital photo application €
iMovie is the Company’s consumer-oriented digitalew editing software application. iDVD is the Ccemy’s consumeoriented softwai
application that enables customers to turn iMoviesf QuickTime files, and digital pictures intotemactive DVDs. GarageBand is

Company’s consumasriented music creation application that allowsteoeers to play, record and create music. iWeb alowstomers
create online photo albums, blogs and podcaststcaculstomize websites using editing tools.

iWork

iWork '09 is the latest version of the Compamyhtegrated productivity suite designed to helprsicreate, present, and publish docum
presentations, and spreadsheets. iWork '09 incliiees® '09 for word processing and page layout,nke® 09 for presentations, a
Numbers® '09 for spreadsheets. The Company also has a Nlalich version of each iWork application designedc#frally for use on iO
devices.

Other Application Software

The Company also sells various other applicatidiwswe, including Final Cut Pré , Logic Studig Logic ® Express 9, Logic Studi®Pro
and its FileMakef Pro database software.

Displays & Peripheral Product

The Company manufactures the Apple LED Cinema Risp and Thunderbolt Display. The Company also seNsriety of Applebrande:
and third-party Mac-compatible and i@®mpatible peripheral products, including printestarage devices, computer memory, digital v
and still cameras, and various other computing yetedand supplies.

Apple TV

Apple TV allows customers to watch movies and tisiem shows on their high definition television. i@ent from iTunes, Netflix, YouTuk
and Flickr as well as music, photos, videos, andcpsts from a Mac or Windowsased computer can also be wirelessly streame
television through Apple TV. With the release ofd@d in October 2011, content purchased on ApplecBv be redownloaded on iC
devices.

Product Support and Services

AppleCare® offers a range of support options for@eenpanys customers. These options include assistancéstbatlt into software produc
printed and electronic product manuals, online supjmcluding comprehensive product informationves| as technical assistance, and
AppleCare Protection Plan (“APP”). APP is a temsed service that typically includes two to thyears of phone support and hardware re
and dedicated web-based support resources.



Markets and Distribution

The Companys customers are primarily in the consumer, SMB, edutation, enterprise and government markets Ciimepany uses a varit
of direct and indirect distribution channels, sashits retail stores, online stores, and direasstirce, and thirgrarty cellular network carrie
wholesalers, retailers, and valadded resellers. The Company believes that saliés iminovative and differentiated products areasmded b
knowledgeable salespersons who can convey the wéltiee hardware and software integration, and detnate the unique solutions that
available on its products. The Company furtherdsels providing direct contact with its targetedtoneers is an effective way to demonst
the advantages of its products over those of itspatitors and providing a high-quality sales an#rafales support experience is critice
attracting new and retaining existing customerseiisure a higlguality buying experience for its products in whidrvice and education |
emphasized, the Company continues to expand andovmpts distribution capabilities by expanding thember of its own retail stor
worldwide. Additionally, the Company has investadgorograms to enhance reseller sales by placirty duglity Apple fixtures, merchandisi
materials and other resources within selected 4éndy reseller locations. Through the Apple PramiReseller Program, certain thipeity
resellers focus on the Apple platform by providangigh level of integration and support servicesl product expertise.

No single customer accounted for more than 10%ebales in 2011 or 2010. One of the Com|'s customers accounted for 11% of net ¢
in 2009.

Competition

The markets for the Comparsyproducts and services are highly competitive taedCompany is confronted by aggressive competitioall
areas of its business. These markets are chaweddsy frequent product introductions and rapidthtetogical advances that have substani
increased the capabilities and use of mobile conication and media devices, personal computers,odimer digital electronic devices. 1
Companys competitors who sell mobile devices and persopnaiputers based on other operating systems hawessjgely cut prices a
lowered their product margins to gain or maintaiarket share. The Compasyfinancial condition and operating results canaleersel
affected by these and other industvide downward pressures on gross margins. Princigralpetitive factors important to the Company ide
price, product features, relative price/performangeduct quality and reliability, design innovatjoa strong thirgearty software ar
peripherals ecosystem, marketing and distributagrability, service and support, and corporate ejmit.

The Company is focused on expanding its market ippities related to mobile communication and metigices. These industries are hig
competitive and include several large, welhded and experienced participants. The Compamgeax competition in these industrie:
intensify significantly as competitors attempt toitate some of the features of the Compangtoducts and applications within their ¢
products or, alternatively, collaborate with eadheo to offer solutions that are more competitihart those they currently offer. Th
industries are characterized by aggressive pripmagtices, frequent product introductions, evolvitesign approaches and technologies,
adoption of technological and product advancemiepitsompetitors, and price sensitivity on the partansumers and businesses.

The Companys digital content services have faced significamhpetition from other companies promoting their adigital music and conte
products and services, including those offering fpeer-togpeer music and video services. The Company beligvaers superior innovatic
and integration of the entire solution including thardware (iPhone, iPad, Mac, and iPod), soft{i@tees), and distribution of digital cont:
and applications (iTunes Store, App Store, iBoalksiand Mac App Store). Some of the Compamgirrent and potential competitors h
substantial resources and may be able to provide products and services at little or no profieeen at a loss to compete with the Company’
offerings.

The Company’s future financial condition and opiagtresults depend on the Companwbility to continue to develop and offer r
innovative products and services in each of theketarit competes in.
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Supply of Components

Although most components essential to the Comabysiness are generally available from multiplerses, a number of components
currently obtained from single or limited sourcesich subjects the Company to significant supplgl pricing risks. Many components ar:
times subject to industryvde shortages and significant commodity pricingcfuations. In addition, the Company has enteréal wariou:
agreements for the supply of components; howewsetban be no guarantee that the Company will leetakextend or renew these agreerr
on similar terms, or at all. Therefore, the Compegmains subject to significant risks of supplyrsdges and price increases that can mate
adversely affect its financial condition and oprgtesults.

The Company and other participants in the mobilmmanication and media device, and personal compnatkrstries compete for varic
components with other industries that have expeednncreased demand for their products. The Coynpkso uses some custom compon
that are not common to the rest of these industded new products introduced by the Company dfitdize custom components availa
from only one source. When a component or prodses umew technologies, initial capacity constraindy exist until the suppliergields hav
matured or manufacturing capacity has increasethdfCompanys supply of components for a new or existing produere delayed 1
constrained, or if a key manufacturing vendor dethghipments of completed products to the CompaaeyCompanys financial condition ar
operating results could be materially adverselgafd. The Company’business and financial performance could alsmakerially adverse
affected depending on the time required to obtafficgent quantities from the original source, oritentify and obtain sufficient quantit
from an alternative source. Continued availabilifythese components at acceptable prices, or atmal be affected if those suppli
concentrated on the production of common comporiestsad of components customized to meet the Coy'peequirements.

Substantially all of the Compars/'hardware products are manufactured by outsoungartners primarily located in Asia. A signific
concentration of this manufacturing is currentlyfpemed by a small number of outsourcing partneftgn in single locations. Certain of th
outsourcing partners are the sole-sourced suppliEmomponents and manufacturer for many of the @amg's products. Although tl
Company works closely with its outsourcing partnemsmanufacturing schedules, the Comparoperating results could be adversely affe
if its outsourcing partners were unable to meetrtpeoduction commitments. The Compasypurchase commitments typically cover
Company'’s requirements for periods up to 150 days.

Research and Development

Because the industries in which the Company comspate characterized by rapid technological advartbesCompanys ability to compet
successfully depends heavily upon its ability tewe a continual and timely flow of competitive guats, services and technologies ta
marketplace. The Company continues to develop retwiblogies to enhance existing products and tarekphe range of its product offerii
through research and development, licensing ofiéatteal property and acquisition of thipghrty businesses and technology. Total researc
development expense was $2.4 billion, $1.8 bilkox $1.3 billion in 2011, 2010 and 2009, respebtive

Patents, Trademarks, Copyrights and Licenses

The Company currently holds rights to patents asglydghts relating to certain aspects of its iPhdRad, Mac and iPod devices, periphe
software and services. The Company has registerdth® applied for trademarks and service markhénU.S. and a number of fore
countries. Although the Company believes the owripref such patents, copyrights, trademarks and@marks is an important factor in
business and that its success does depend in pahteoownership thereof, the Company relies prilpar the innovative skills, technic
competence and marketing abilities of its persannel



The Company regularly files patent applicationsgptotect inventions arising from its research andettgopment, and is currently pursu
thousands of patent applications around the waner time, the Company has accumulated a largdatiorbf issued patents in the U.S.
worldwide. The Company holds copyrights relatingcertain aspects of its products and services. iNgles patent or copyright is sole
responsible for protecting the Compasiproducts. The Company believes the duratiorsgiatents is adequate relative to the expectes ti
its products. Due to the fast pace of innovatiod product development, the Compasproducts are often obsolete before the patelattedetc
them expire, and sometimes are obsolete beforpatemnts related to them are even granted.

Many of the Companyg’ products are designed to include intellectuaperty obtained from third parties. While it may becessary in tt
future to seek or renew licenses relating to variaspects of its products and business methodsdhgson past experience and indu
practice, the Company believes such licenses giynecaild be obtained on commercially reasonabtege however, there is no guarantee
such licenses could be obtained at all. Becaugeabinological changes in the industries in whiolh @ompany competes, current exten
patent coverage, and the rapid rate of issuancewfpatents, it is possible that certain componehtse Companys products and busine
methods may unknowingly infringe existing patentsntellectual property rights of others. From titeetime, the Company has been noti
that it may be infringing certain patents or otimtellectual property rights of third parties.

Foreign and Domestic Operations and Geographic Data

The U.S. represents the Company’s largest geograpbrket. Approximately 39% of the Compasiyiet sales in 2011 came from sale
customers inside the U.S. Final assembly of the i2zmy's products is currently performed in the Comypa manufacturing facility in Irelan
and by outsourcing partners, primarily located siaA The supply and manufacture of a number of @orapts is performed by sos®urce:
outsourcing partners in the U.S., Asia and Eur&deglesourced outsourcing partners in Asia perform famdembly of substantially all of 1
Company’s hardware products. Margins on sales ef Gompanys products in foreign countries, and on sales oidpcts that incluc
components obtained from foreign suppliers, caadersely affected by foreign currency exchange ftattuations and by international tri
regulations, including tariffs and antidumping piéiea. Information regarding financial data by gesgghic segment is set forth in Part Il, Ite
and Item 8 of this Form 10-K and in Notes to Coitsded Financial Statements in Note 8, “Segmenmtrinhtion and Geographic Data.”

Seasonal Business

The Company has historically experienced increasstdsales in its first fiscal quarter compared tleo quarters in its fiscal year due
increased holiday seasonal demand. This histopatiern should not be considered a reliable indicat the Company future net sales
financial performance.

Warranty

The Company offers a limited parts and labor wayam most of its hardware products. The basic arey period is typically one year fr¢
the date of purchase by the original end-user.démpany also offers a 90-day basic warranty foseétwice parts used to repair the Company’
hardware products. In addition, consumers may @asetthe APP, which extends service coverage on rofilge Companys hardwar
products in most of its major markets.

Backlog

In the Companys experience, the actual amount of product bac&togny particular time is not a meaningful indicatof its future busine
prospects. In particular, backlog often increaseanticipation of or immediately following new prart introductions as customers anticij
shortages. Backlog is often reduced once customers



believe they can obtain sufficient supply. Becaak¢he foregoing, backlog should not be consideaeeliable indicator of the Compansy’
ability to achieve any particular level of reverardinancial performance.

Employees

As of September 24, 2011, the Company had apprd&lyn&0,400 full-time equivalent employees and dditgonal 2,900 fulltime equivaler
temporary employees and contractors.

Available Information

The Company’s Annual Report on Form 10-K, Quart&gports on Form 10-Q, Current Reports on Fori) 8hd amendments to reports fi
pursuant to Sections 13(a) and 15(d) of the Seesirfixchange Act of 1934, as amended (“Exchang®) Aate filed with the U.S. Securiti
and Exchange Commission (the “SEC3)ch reports and other information filed by the @any with the SEC are available free of charg
the Company’s website at www.apple.com/investben such reports are available on the SEC webHite.public may read and copy
materials filed by the Company with the SEC at 8&C’s Public Reference Room at 100 F Street, NE, Rob68&0,1Washington, DC 205¢
The public may obtain information on the operatafrthe Public Reference Room by calling the SEC-800-SEC0330. The SEC maintai
an Internet site that contains reports, proxy ardrination statements and other information regardssuers that file electronically with
SEC at www.sec.gov The contents of these websites are not incorpdrato this filing. Further, the Compasyreferences to the URLs
these websites are intended to be inactive texédiatences only.

Iltem 1A. Risk Factors

Because of the following factors, as well as otfaators affecting the Comparsyfinancial condition and operating results, pasarfcia
performance should not be considered to be a teliaicator of future performance, and investdrsudd not use historical trends to anticij
results or trends in future periods.

Global economic conditions could materially advéyssfect the Company.

The Companys operations and performance depend significantiyworldwide economic conditions. Uncertainty abaglidbal economi
conditions poses a risk as consumers and businpssésone spending in response to tighter credigmployment, negative financial ne
and/or declines in income or asset values, whialidcbave a material negative effect on demand Her@ompanys products and servic
Demand also could differ materially from the Comgarexpectations because the Company generally naigess on goods and services !
outside the U.S. to offset the effect of a streagthg of the U.S. dollar. Other factors that caunltlence demand include increases in fuel
other energy costs, conditions in the real estateraortgage markets, unemployment, labor and heakthcosts, access to credit, consi
confidence, and other macroeconomic factors affgctonsumer spending behavior. These and otherogtonfactors could materia
adversely affect demand for the Company’s prodactsservices and the Company’s financial condiiod operating results.

In the event of financial turmoil affecting the Iikémg system and financial markets, additional ctidation of the financial services industry
significant financial service institution failurethere could be a new or incremental tighteninthian credit markets, low liquidity, and extre
volatility in fixed income, credit, currency, andwgty markets. This could have a number of effestshe Companyg business, including t
insolvency or financial instability of outsourcingartners or suppliers or their inability to obtairedit to finance development anc
manufacture products resulting in product delayability of customers, including channel partneéespbtain credit to finance purchases ol
Companys products; and failure of derivative counterpartand other financial institutions. Other incomel arpense also could vi
materially from expectations depending on gaindosses realized on the sale or exchange of finhit&ruments; impairment charg
resulting from revaluations of debt and equity sii@s and other investments; interest rates; tathinces; and
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changes in fair value of derivative instrumentsréased volatility in the financial markets and raleeconomic uncertainty would increase
risk of the actual amounts realized in the futunetile Company financial instruments differing significantly frothe fair values curren
assigned to them.

Global markets for the Compamsyproducts and services are highly competitive sumject to rapid technological change. If the Compé&
unable to compete effectively in these marketéinasicial condition and operating results couldrbaterially adversely affected.

The Companys products and services compete in highly competiglobal markets characterized by aggressive mutténg, with resultin
downward pressure on gross margins, frequent inttosh of new products, short product life cyclesplving industry standards, contin
improvement in product price/performance charasties, rapid adoption of technological and procagdtancements by competitors, and f
sensitivity on the part of consumers.

The Companys ability to compete successfully depends heavilyt® ability to ensure a continuing and timelyaduction of innovative ne
products and technologies to the marketplace. Tdragany believes it is unique in that it designs dedelops nearly the entire solution fou
products, including the hardware, operating systammerous software applications, and related sesvids a result, the Company must n
significant investments in research and developraadtas such, the Company currently holds a s@ifinumber of patents and copyri
and has registered and/or has applied to registererous patents, trademarks and service marks.oByrast, many of the Compansy’
competitors seek to compete primarily through aggje pricing and very low cost structures. If @@mpany is unable to continue to dewvt
and sell innovative new products with attractivergivas or if other companies infringe on the Compargtellectual property, the Compansy’
ability to maintain a competitive advantage coutdregatively affected and its financial conditioxdaperating results could be materi
adversely affected.

The Company markets certain mobile communicaticsh rmedia devices based on the iOS mobile operagistgim and also markets rele
third-party digital content and applications. The Comptages substantial competition in these markets foompanies that have signific
technical, marketing, distribution and other resesr as well as established hardware, softwaredagithl content supplier relationshi
Additionally, the Company faces significant pricempetition as competitors reduce their selling gsiand attempt to imitate the Company’
product features and applications within their opneducts or, alternatively, collaborate with eadheo to offer solutions that are m
competitive than those they currently offer. Then@any also competes with illegitimate ways to abtdiirdparty digital content ar
applications. The Company has entered the mobitenaanications and media device markets, and somts @bmpetitors in these mark
have greater experience, product breadth and lalisioh channels than the Company. Because somentusnd potential competitors hi
substantial resources and/or experience and a loggtrstructure, they may be able to provide swoldyxts and services at little or no profi
even at a loss. The Company also expects competaiintensify as competitors attempt to imitate @ompanys approach to providing the
components seamlessly within their individual dffgs or work collaboratively to offer integratedigmns. The Companyg'financial conditio
and operating results depend substantially on tepganys ability to continually improve iOS and iOS dedcie order to maintain the
functional and design advantages.

The Company is the only authorized maker of haréweing Mac OS X, which has a minority market sharthe personal computer marl
This market is dominated by computer makers usomgpeting operating systems, most notably Windowshé market for personal compu
and peripherals, the Company faces a significantbar of competitors, many of which have broadedpot lines, lower priced products, ar
larger installed customer base. Consolidation ia tharket has resulted in larger and potentialtgreger competitors. Price competition
been particularly intense as competitors sellingndivsbased personal computers have aggressively cugspaicd lowered product marg
An increasing number of Internet devices that idelsoftware applications and are smaller and sinthln traditional personal compul
compete for market share with the Company’s exgsgiroducts. The Comparg/financial condition and operating results depsmostantiall
on its ability to continually improve the Mac platin to maintain its functional and design advansage
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There can be no assurance the Company will betalglentinue to provide products and services thatpgete effectively.

To remain competitive and stimulate customer demtnedCompany must successfully manage frequedtiptantroductions and transitions.

Due to the highly volatile and competitive natufettee industries in which the Company competes,Gbenpany must continually introdt
new products, services and technologies, enhanistingx products and services, and effectively stateus customer demand for new .
upgraded products. The success of new productdimttaons depends on a number of factors includurgnbt limited to timely and success
product development, market acceptance, the Compafyjlity to manage the risks associated with nevdycts and production ramp isst
the availability of application software for newopucts, the effective management of purchase camenits and inventory levels in line w
anticipated product demand, the availability ofdarcts in appropriate quantities and costs to metitipated demand, and the risk that

products may have quality or other defects in tadyestages of introduction. Accordingly, the Compacannot determine in advance
ultimate effect of new product introductions arahsitions on its financial condition and operatiagults.

The Company faces substantial inventory and othsetarisk in addition to purchase commitment cdatieh risk.

The Company records a writlewn for product and component inventories thatehbgcome obsolete or exceed anticipated demanei
realizable value and accrues necessary cancellf®neserves for orders of excess products anghaoents. The Company also review:
longived assets for impairment whenever events or ghdrtircumstances indicate the carrying amounnhasset may not be recoverabli
the Company determines that impairment has occuitredcords a writelown equal to the amount by which the carrying gabfi the asse
exceeds its fair market value. Although the Comphbaeleves its provisions related to inventory, othssets and purchase commitment:
currently adequate, no assurance can be givenha@ompany will not incur additional related cheggiven the rapid and unpredictable |
of product obsolescence in the industries in whiel Company competes. Such charges could mateddihgrsely affect the Compansy’
financial condition and operating results.

The Company must order components for its prodaietsbuild inventory in advance of product annoureets and shipments. Consistent
industry practice, components are normally acquifedugh a combination of purchase orders, supmiertracts, open orders and, wt
appropriate, inventory component prepayments, @ ease based on projected demand. Such purchaseittoents typically cover forecas
component and manufacturing requirements for perigalto 150 days. Because the Compsmyarkets are volatile, competitive and subje
rapid technology and price changes, there is athiskCompany will forecast incorrectly and ordeposduce excess or insufficient amount
components or products, or not fully utilize firmrphase commitments. The Companfihancial condition and operating results havenbie
the past and could be in the future materially asily affected by the Company’s ability to manatgeriventory levels and respond to short-
term shifts in customer demand patterns.

Future operating results depend upon the Com’s ability to obtain components in sufficient quas.

Because the Company currently obtains componeais ingle or limited sources, the Company is sulf@significant supply and pricil
risks. Many components that are available from ipleltsources are at times subject to industige shortages and significant commo
pricing fluctuations. The Company has entered waoious agreements for the supply of componentsietitan be no guarantee that
Company will be able to extend or renew these agee¢s on similar terms, or at all. The follmm- effects from the credit crisis on
Company’s suppliers, referred to inEconomic conditions could materially adversely etffthe Company above, also could affect {
Companys ability to obtain components. Therefore, the Canypremains subject to significant risks of supgiyrtages and price increa
that could materially adversely affect the Company’
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financial condition and operating results. The Campexpects to experience decreases in its grosgimgercentage in future periods,
compared to levels achieved during 2011, largely ttua higher mix of new and innovative productthviiat or reduced pricing that he
higher cost structures and deliver greater valumigtomers, and potential future component cosodémel cost increases.

The Company and other participants in the mobilemanication and media device, and personal compntkrstries compete for varic
components with other industries that have expeédnncreased demand for their products. The Coynpaes some custom components
are not common to the rest of these industries. Gtpanys new products often utilize custom componentslavi@ from only one sourc
When a component or product uses new technologil capacity constraints may exist until theppliers’ yields have matured
manufacturing capacity has increased. Continuedadnility of these components at acceptable pricesat all, may be affected if thc
suppliers decided to concentrate on the productibrtommon components instead of components custminia meet the Comparsy’
requirements. If the supply of components for a ewxisting product were delayed or constrainedf a key manufacturing vendor dela
shipments of completed products to the Company,Gbmpany’s financial condition andperating results could be materially adver
affected.

The Company depends on component and product ntandfey and logistical services provided by outsong partners, many of whom
located outside of the U.S.

Substantially all of the Compargymanufacturing is performed in whole or in partadbfew outsourcing partners primarily located inaAg he
Company has also outsourced much of its transpamtaind logistics management. While these arrangemaay lower operating costs, tl
also reduce the Compamydirect control over production and distributidinis uncertain what effect such diminished contsil have on th
quality or quantity of products or services, or tbempanys flexibility to respond to changing conditions.tidugh arrangements with th
partners may contain provisions for warranty experembursement, the Company may remain respontibtbe consumer for warrat
service in the event of product defects. The Compaao relies on its partners to adhere to the Gomyp supplier code of conduct. A
unanticipated product defect or warranty liabilityhether pursuant to arrangements with outsourgadgners or otherwise, or mate
violations of the supplier code of conduct, couldtemially adversely affect the Company’s reputatiorancial condition and operating results.

The supply and manufacture of many critical comptsés performed by solesurced outsourcing partners in the U.S., Asia Batbpe
Single-sourced outsourcing partners in Asia perfbmal assembly of substantially all of the Companlgardware products. If manufacturin
logistics in these locations is disrupted for aegson including, but not limited to, natural andnmzade disasters, information technol
system failures, military actions or economic, bess, labor, environmental, public health, or pmltissues, the Comparsy'financia
condition and operating results could be materiatlyersely affected.

The Company relies on thinhrty intellectual property and digital content, iwh may not be available to the Company on comraky
reasonable terms or at all.

Many of the Company’s products include thpdrty intellectual property, which requires licesideom those third parties. Based on
experience and industry practice, the Company vediesuch licenses generally could be obtained asoreble terms. There is howeve
assurance that the necessary licenses could bieattan acceptable terms or at all. If the Companynable to obtain or renew critical licer
on reasonable terms, its financial condition anerafing results may be materially adversely affé.cte

The Company also contracts with third parties feratheir digital content through the iTunes Stdrke licensing arrangements with these 1
parties are short-term and do not guarantee theénc@ation or renewal of these arrangements on redde terms, if at all. Some thighrty
content providers currently or in the future mayeofcompeting products and services, and could &kt®n to make it more difficult
impossible for the
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Company to license their content in the future.@ttontent owners, providers or distributors magks® limit the Company access to,
increase the cost of, such content. If the Compsmnable to continue to offer a wide variety ohtamt at reasonable prices with accept
usage rules, or continue to expand its geogragach, the Company’financial condition and operating results mayntserially adverse
affected.

Many third-party content providers require the Camp to provide digital rights management (“DRMi)d other security solutions. If th
requirements change, the Company may have to dewaldicense new technology to provide these smhgti There is no assurance
Company will be able to develop or license suchitsais at a reasonable cost and in a timely manneddition, certain countries have pa:
or may propose legislation that would force the @any to license its DRM, which could lessen thetgotion of content and subject it
piracy and also could affect arrangements withGbmpany’s content providers.

The Company’s future results could be materiallyeadely affected if it is found to have infringedintellectual property rights.

Technology companies, including many of the Compsngompetitors, frequently enter into litigation édson allegations of pate
infringement or other violations of intellectualoperty rights. In addition, patent holding compangeek to monetize patents they
purchased or otherwise obtained. As the Companyfwsn, the intellectual property rights claims iagait have increased and may conti
to increase. In particular, the Compasgellular enabled products compete with mobile mamication and media device companies that
significant patent portfolios, and the number ofepé claims against the Company has significantlyréased. The Company is vigorot
defending infringement actions in courts in a numbeU.S. jurisdictions and before the U.S. Intdior@al Trade Commission, as well
internationally in Europe and Asia. The plaintiffisthese actions frequently seek injunctions arastntial damages.

Regardless of the scope or validity of such patentbe merits of any patent claims by potentiahctual litigants, the Company may hav
engage in protracted litigation. If the Companjoignd to infringe one or more patents, it may bguneed to pay substantial damages. If the
a temporary or permanent injunction prohibiting @@mpany from marketing or selling certain produmts successful claim of infringem
against the Company requiring it to pay royaltiesatthirdparty, its financial condition and operating resuibuld be materially advers
affected, regardless of whether it can developinfnnging technology.

In certain cases, the Company may consider theaddlity of entering into licensing agreementshaligh no assurance can be given that
licenses can be obtained on acceptable terms otlitilgation will not occur. These licenses mayaakignificantly increase the Compasy’
operating expenses.

In managemens’ opinion there is not at least a reasonable pitigsthe Company may have incurred a material |J@ssa material loss in exce
of a recorded accrual, with respect to loss coeticies, including matters related to infringemenintellectual property rights. However, -
outcome of litigation is inherently uncertain. Téfare, although management considers the likelihmfoglich an outcome to be remote, if
or more of these legal matters were resolved agdires Company in the same reporting period for am®un excess of management’
expectations, the Company’s consolidated finargtetements of a particular reporting period coddnaterially adversely affected.

The Company’s future performance depends in pagupport from third-party software developers.

The Company believes decisions by customers tohpsec its hardware products depend in part on thdahility of thirdparty softwar
applications and services. There is no assuraratethirdparty developers will continue to develop and namtsoftware applications a
services for the Company’s products. If third-pastftware applications and services cease to belale®d and maintained for the Company
products, customers may choose not to buy the Coygparoducts, which could materially adverselyeatfthe Company financial conditio
and operating results.
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With respect to its Mac products, the Company bekethe availability of thirgparty software applications and services depengsihon th
developers’ perception and analysis of the reldtimeefits of developing, maintaining, and upgradingh software for the Compasyproduct
compared to Windowbased products. This analysis may be based onrfastich as the perceived strength of the Compadyitarproduct:
the anticipated revenue that may be generatedinceut acceptance by customers of Mac OS X, anddhbts of developing such applicati
and services. If the Company’s minority share &f gfobal personal computer market causes develdpergestion the Compars/prospect
developers could be less inclined to develop oraghg software for the Compasyproducts and more inclined to devote their recesiit
developing and upgrading software for the largendgivs market.

With respect to iOS devices, the Company reliestlan continued availability and development of colinpg and innovative softwa
applications, which are distributed through a srndjktribution channel, the App Store. The abseficeultiple distribution channels, which i
available for competing platforms, may limit theadability and acceptance of third-party applicaidoy the Companyg’ customers, there
causing developers to reduce or curtail developrfanthe iOS platform. In addition, iOS devices ahject to rapid technological char
and, if third-party developers are unable to orod®onot to keep up with this pace of change, thady applications might not successf
operate and may result in dissatisfied customesswith applications for the CompamsyMac products, the availability and developmel
these applications also depend on developers’ pgocs and analysis of the relative benefits of eleping software for the Compay’
products rather than its competitogg'oducts, including devices that use competingfiats. If developers focus their efforts on tt
competing platforms, the availability and qualifyapplications for the Company’s devices may suffer

The Company’s future operating performance dependfe performance of distributors, carriers antetresellers.

The Company distributes its products through wradas, resellers, national and regional retailansl valueadded resellers, many of wh
distribute products from competing manufacturetse Company also sells many of its products andi4erty products in most of its ma
markets directly to education customers, celluletwork carriers'distribution channels, resellers and consumerautitrdts online and ret:
stores.

Carriers providing cellular network service for @fle typically subsidize usergurchase of the device. There is no assurancetichtsubsidie
will be continued at all or in the same amountsrupEnewal of the Comparg/’agreements with these carriers or in agreembkat€ompan
enters into with new carriers.

Many resellers have narrow operating margins ave b@en negatively affected in the past by weakeric conditions. Some resellers h
perceived the expansion of the Company’s dire@ssas conflicting with their business interestsliagibutors and resellers of the Company’
products. Such a perception could discourage ezseitom investing resources in the distributiond aale of the Company’products or le:
them to limit or cease distribution of those prasud@he Company has invested and will continuetest in programs to enhance reseller <
including staffing selected resellerstores with Company employees and contractors empfoving product placement displays. Tt
programs could require a substantial investmentiewpioviding no assurance of return or increment@lenue. The Compars/financia
condition and operating results could be materiatlyersely affected if the financial condition bese resellers weakens, if resellers sto
distributing the Company’s products, or if uncertgiregarding demand for the Companyroducts caused resellers to reduce their og
and marketing of the Company’s products.
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The Company Retail business has required and will continuestjuire a substantial investment and commitmemn¢sdurces and is subject
numerous risks and uncertainties.

The Companys retail stores have required substantial fixedestment in equipment and leasehold improvemenfsrnmation system
inventory and personnel. The Company also hasethieto substantial operating lease commitmentsefail space. Certain stores have |
designed and built to serve as higtofile venues to promote brand awareness and sarvehicles for corporate sales and marketingities.
Because of their unique design elements, locatmassize, these stores require substantially nmwestment than the Compasyhore typice
retail stores. Due to the high fixed cost structassociated with the Retail segment, a declinealessor the closure or poor performanc
individual or multiple stores could result in sificant lease termination costs, writéfs of equipment and leasehold improvements,
severance costs that could materially adversegctathe Company’s financial condition and operatiegults.

Many factors unique to retail operations, some bfclv are beyond the Compasytontrol, pose risks and uncertainties that coudderially
adversely affect the Company’s financial conditard operating results. These risks and uncertaintigdude, but are not limited to, macro-
economic factors that could have a negative effaageneral retail activity, as well as the Comparngability to manage costs associated
store construction and operation, inability to skitd-party products at adequate margins, failure to m@malationships with its existing re
channel partners, more challenging environmentamaging retail operations outside the U.S., cosds@ated with unanticipated fluctuati

in the value of retail inventory, and inability ¢btain and renew leases in quality retail locatiaha reasonable cost.

Investment in new business strategies and inigaticould disrupt the Compé's ongoing business and present risks not origi
contemplated.

The Company has invested, and in the future magsitpin new business strategies or acquisitionsh 8adeavors may involve significant ri
and uncertainties, including distraction of managetrfrom current operations, insufficient revenaeffset liabilities assumed and expel
associated with the strategy, inadequate returcapftal, and unidentified issues not discoverethin Companys due diligence. These n
ventures are inherently risky and may not be swfaksThey may materially adversely affect the Camys financial condition and operati
results.

The Company’s products and services experiencétguymbblems from time to time that can result éccbased sales and operating margin.

The Company sells complex hardware and softwardysts and services that can contain design and fametoing defects. Sophistica
operating system software and applications, sudhase sold by the Company, often contain “buthpsit can unexpectedly interfere with
software’s intended operation. The Companynline services may from time to time experieog®ges, service slowdowns, or errors. De
may also occur in components and products the Coynparchases from third parties. There can be saraace the Company will be able
detect and fix all defects in the hardware, sofevand services it sells. Failure to do so couldltés lost revenue, harm to reputation,
significant warranty and other expenses, and cbaleé a material adverse impact on the Companyasiial condition and operating results.

The Company is subject to laws and regulations dvade, changes to which could increase the Compaogsts and individually or in t
aggregate materially adversely affect the Compafigancial condition or operating results.

The Company is subject to laws and regulationsctffg its domestic and international operationa imumber of areas. These U.S. and fol
laws and regulations affect the Compangttivities including, but not limited to, areddabor, advertising, content, consumer protectiea,
estate, billing, eeommerce, promotions, quality of services, telecamications, mobile, television, intellectual profyeownership an
infringement, tax,
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import and export requirements, anti-corruptiomefgn exchange controls and cash repatriationicéstrs, data privacy requirements, anti-
competition, environmental, health, and safety.

By way of example, laws and regulations relatethttbile communications and media devices in the njarigdictions in which the Compa
operates are extensive and subject to change. Soahges could include, among others, restrictionsth® production, manufactu
distribution, and use of the device, locking theide to a carrier's network, or mandating the ug¢he device on more than one carrer’
network. These devices are also subject to cetifin and regulation by governmental and standatidiz bodies, as well as by cellt
network carriers for use on their networks. Themiftccation processes are extensive and time aoirsyy and could result in additional test
requirements, product modifications, delays in pidghipment dates, or preclude the Company frdimgeertain products.

Compliance with these laws, regulations and simméguirements may be onerous and expensive, agdrthg be inconsistent from jurisdicti

to jurisdiction, further increasing the cost of qaance. This increases the costs of doing busjress any such costs, which may rise ir
future as a result of changes in these laws angdlatgns or in their interpretation could individiyaor in the aggregate make the Company’
products and services less attractive to the Cogipacustomers, delay the introduction of new prodictsne or more regions, cause
Company to change or limit its business practiagsaffect the Companyg’ financial condition and operating results. Thempany ha
implemented policies and procedures designed tarensompliance with these laws and regulations,tbete can be no assurance tha
Company’s employees, contractors, or agents willvimate such laws and regulations or the Compsamylicies. Any such violations col
individually or in the aggregate materially advéyssffect the Company’s financial condition or ogting results.

The Company’s success depends largely on the ceatiservice and availability of key personnel.

Much of the Company future success depends on the continued avéyadnild service of key personnel, including its GH® executive tea
and highly skilled employees. Experienced persoiméie technology industry are in high demand emihpetition for their talents is inten
especially in the Silicon Valley, where most of thempany’s key personnel are located.

Political events, war, terrorism, public healthugs, natural disasters and other circumstancesccmaterially adversely affect the Compa

War, terrorism, geopolitical uncertainties, pubkiealth issues, and other business interruption® ltaused and could cause damac
disruption to international commerce and the globadnomy, and thus could have a strong negativectetin the Company, its supplit
logistics providers, manufacturing vendors and austrs, including channel partners. The Comparysiness operations are subjec
interruption by natural disasters, fire, power shges, nuclear power plant accidents, terroristckft, and other hostile acts, labor disp
public health issues, and other events beyondoitéral. Such events could decrease demand for gdmep@nys products, make it difficult
impossible for the Company to make and deliver petsl to its customers, including channel partnersto receive components from
suppliers, and create delays and inefficiencigbénCompanys supply chain. Should major public health issireduding pandemics, arise,
Company could be negatively affected by more sénmigemployee travel restrictions, additional lifidas in freight services, governmel
actions limiting the movement of products betwesgions, delays in production ramps of new produanid, disruptions in the operations of
Company’s manufacturing vendors and component grsplThe majority of the Comparsyfesearch and development activities, its corp
headquarters, information technology systems, dheraritical business operations, including ceriamponent suppliers and manufactu
vendors, are in locations that could be affectechatural disasters. In the event of a natural tésatosses, significant recovery time
substantial expenditures could be required to resoperations and the Compasyinancial condition and operating results coudntateriall
adversely affected.
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Please also refer to the discussion of risks réltaethe March 11, 2011, Japan earthquake andrtgusnad the recent flooding in Thailanc
Part Il, ltem 7, “Management’s Discussion and Asayof Financial Condition and Results of Operajbrunder the subheadingldpa
Earthquake and Tsunami and Thailand Flooding,” tviédncorporated herein by reference.

The Company may be subject to information techryofygtem failures or network disruptions that codéimage the Comparsytreputatior
business operations, and financial conditions.

The Company may be subject to information technplggstem failures and network disruptions. Thesg by caused by natural disast
accidents, power disruptions, telecommunicatioilaris, acts of terrorism or war, computer viruggsysical or electronic bredks, or simila
events or disruptions. System redundancy may Héettve or inadequate, and the Companglisaster recovery planning may not be suffi
for all eventualities. Such failures or disruptioosuld prevent access to the Companghline stores and services, preclude retail
transactions, compromise Company or customer @ad,result in delayed or cancelled orders. Systilarés and disruptions could a
impede the manufacturing and shipping of prodw#siyery of online services, transactions procegsind financial reporting.

The Company may be subject to breaches of itsnrdtion technology systems, which could damage thrap@nys reputation, busine
partner and customer relationships, and access nine stores and services. Such breaches couldesulthe Company to significi
reputational, financial, legal, and operational s®guences.

The Company’s business requires it to use and stws®mer, employee, and business partner pergddeltifiable information (“PI1”).This
may include names, addresses, phone numbers, @oddibsses, contact preferences, tax identificatiombers, and payment accc
information. Although malicious attacks to gain @ss to Pll affect many companies across varioussiniés, the Company may be
relatively greater risk of being targeted becaudesdigh profile and the amount of PIl managed.

The Company requires user names and passwordden toraccess its information technology systerhg. Company also uses encryption
authentication technologies to secure the transomisand storage of data. These security measurgsbm@ompromised as a result of third-
party security breaches, employee error, malfea&safaalty password management, or other irregyladnd result in persons obtain
unauthorized access to Company data or accounitsl pdrties may attempt to fraudulently induce esgpkes or customers into disclosing |
names, passwords or other sensitive informationchvimay in turn be used to access the Compaimformation technology systems. To t
protect customers and the Company, the Companytarsrdccounts and systems for unusual activityraay freeze accounts under suspic
circumstances, which may result in the delay os lfscustomer orders.

The Company devotes significant resources to nétwecurity, data encryption, and other security sness to protect its systems and dats
these security measures cannot provide absolutgisecThe Company may experience a breach ofyis¢esns and may be unable to prc
sensitive data. Moreover, if a computer securitgalbh affects the Compamsy'systems or results in the unauthorized releasBllpfthe
Company’s reputation and brand could be materidgdignaged and use of the Compangiroducts and services could decrease. The Cot
would also be exposed to a risk of loss or litigatand possible liability, which could result imeaterial adverse effect on the Company’
business, results of operations and financial ¢omrdi

The Company’s business is subject to a variety.8f Bind international laws, rules, policies andestbbligations regarding data protection.

The Company is subject to federal, state and iaternal laws relating to the collection, use, rétam security and transfer of PIl. In m¢
cases, these laws apply not only to thpatty transactions, but also to transfers of infation between the Company and its subsidiaries
among the Company, its subsidiaries and othergzawtith which the Company has commercial relati®@everal jurisdictions have passed
laws in this

17



area, and other jurisdictions are considering irmgpsdditional restrictions. These laws continuedevelop and may be inconsistent fi
jurisdiction to jurisdiction. Complying with emergj and changing international requirements maye#us Company to incur substantial ¢
or require the Company to change its businessipeactNoncompliance could result in penalties gni§icant legal liability.

The Companys privacy policies and practices concerning thearskdisclosure of data are posted on its web&itg.failure by the Compan
its suppliers or other parties with whom the Conypdnes business to comply with its posted privaslcjes or with other federal, state
international privacyelated or data protection laws and regulationdccmsult in proceedings against the Company byeguwmental entities
others, which could have a material adverse effedhe Company’s business, results of operatioddiaancial condition.

The Company is also subject to payment card agsmtieules and obligations under its contracts whgtyment card processors. Under tl
rules and obligations, if information is comprontis¢he Company could be liable to payment cardeisséor the cost of associated expe
and penalties. In addition, if the Company failsfedlow payment card industry security standardgereif no customer information
compromised, the Company could incur significané§i or experience a significant increase in payrogmt transaction costs.

The Company expects its quarterly revenue and tipgreesults to fluctuate.

The Company’s profit margins vary among its produmtd its distribution channels. The Compangdftware, accessories, and service
support contracts generally have higher gross martian certain of the Company’s other productes&margins on the Compasyiardwar
products vary across product lines and can chawvge time as a result of product transitions, pdciand configuration changes,
component, warranty, and other cost fluctuatioiee Tompanys direct sales generally have higher associatessgrargins than its indire
sales through its channel partners. In additioa, Gompanys gross margin and operating margin percentagesghsas overall profitability
may be materially adversely impacted as a result ehift in product, geographic or channel mix, n@weducts, component cost increa
strengthening U.S. dollar, or price competitioneT®ompany has typically experienced greater nesdal the first fiscal quarter compare:
other fiscal quarters due to increased holidaysedsdemand. Furthermore, the Company sells mavdugts from time-tdime during th
third month of a quarter than it does during eitbiethe first two months. Developments late in argr, such as lower-thamticipated demai
for the Company’s products, issues with new prodhtrbductions, an internal systems failure, oiui@ of one of the Comparg/’logistics
components supply, or manufacturing partners, cbalge a material adverse impact on the Compsafiyancial condition and operating rest

The Company’s stock price is subject to volatility.

The Companys stock continues to experience substantial pradatility. Additionally, the stock market as a whkahas experienced extre
price and volume fluctuations that have affecteal gtock price of many technology companies in wags may have been unrelated to tl
companies’operating performance. The Company believes itsksprice reflects high future growth and profitétgilexpectations. If tt
Company fails to meet these expectations its spyade may significantly decline, which could havenaterial adverse impact on inve:
confidence and employee retention.

The Company'’s business is subject to the riskstefriational operations.

The Company derives a significant portion of itgerue and earnings from its international operati@ompliance with applicable U.S. i
foreign laws and regulations, such as import angoexrequirements, antierruption laws, tax laws, foreign exchange costrahd cas
repatriation restrictions, data privacy requirerseetvironmental laws, labor laws, and attimpetition regulations, increases the costs afg
business in foreign jurisdictions. Although the Guamy has implemented policies and procedures tphowith these laws and
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regulations, a violation by the Compas@mployees, contractors, or agents could nevegbalccur. The consequences of such violationsl
individually or in the aggregate materially advéyssffect the Company’s financial condition or ogting results.

The Companys financial condition and operating results alsaldobe significantly affected by other risks asat®il with internation
activities including, but not limited to, econonand labor conditions, increased duties, taxes #mer @osts, political instability, and change
the value of the U.S. dollar versus local curresicMargins on sales of the Compasmygroducts in foreign countries, and on sales oflpet:
that include components obtained from foreign sieppl could be materially adversely affected byefign currency exchange rate fluctuati
and by international trade regulations, includingties, tariffs and antidumping penalties. The Comypé&s also exposed to credit ¢
collectability risk on its trade receivables withstomers in certain international markets. There lwa no assurance it can effectively limi
credit risk and avoid losses, which could mateyiativersely affect the Company’s financial conditénd operating results.

The Company’s primary exposure to movements inigoreurrency exchange rates relate to ab8- dollar denominated sales and operi
expenses worldwide. Weakening of foreign currencédstive to the U.S. dollar will adversely affabe U.S. dollar value of the Compasy’
foreign currencydenominated sales and earnings, and generallylegt the Company to raise international pricingteptially reducin
demand for the Comparg/products. In some circumstances, due to competir other reasons, the Company may decide niatise loce
prices to the full extent of the dollar’'s strengthmgy, or at all, which would adversely affect theSUdollar value of the Comparsyforeigr
currency denominated sales and earnings. Conveesstyengthening of foreign currencies, while galie beneficial to the Compangyforeigr
currencydenominated sales and earnings, could cause th@&@ugnto reduce international pricing and incur éssen its foreign curren
derivative instruments, thereby limiting the behefidditionally, strengthening of foreign currengimay also increase the Compangost ¢
product components denominated in those currenties,adversely affecting gross margins.

The Company has used derivative instruments, ssidbraign currency forward and option contractdheédge certain exposures to fluctuat
in foreign currency exchange rates. The use of sedying activities may not offset any or more thgportion of the adverse financial effe
of unfavorable movements in foreign exchange rates the limited time the hedges are in place.

The Company is exposed to credit risk and flucturegtin the market values of its investment podfoli

Although the Company has not recognized any sicanifi losses to date on its cash, cash equivaledtsnarketable securities, any signific
declines in their market values could materiallwexdely affect the Comparg/financial condition and operating results. Gitka globa
nature of its business, the Company has both ddenast international investments. Credit ratingd @nicing of these investments car
negatively affected by liquidity, credit deteridat, financial results, economic risk, politicadkj sovereign risk or other factors. As a reshl
value and liquidity of the Comparg/’cash, cash equivalents and marketable secucttiglsl decline and result in a significant impairit
which could materially adversely affect the Compariynancial condition and operating results.

The Company is exposed to credit risk on its tradeounts receivable, vendor non-trade receivables prepayments related to lotgrr
supply agreements. This risk is heightened duririppgs when economic conditions worsen.

The Company distributes its products through tipiagty cellular network carriers, wholesalers, fetaiand valuexdded resellers. A substan
majority of the Company’s outstanding trade redeliiea are not covered by collateral or credit insoea The Compang’exposure to credit a
collectability risk on its trade receivables is g in certain international markets and its apiid mitigate such risks may be limited. Cell
network carriers accounted for a significant portid the Company’s trade receivables as of Septe@he2011. The
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Company also has unsecured vendor tnade receivables resulting from purchases of corapts by outsourcing partners and other ver
that manufacture sub-assemblies or assemble findlpts for the Company. Two vendors accounte@ feignificant portion of the Comparsy’
non-trade receivables as of September 24, 2014ddition, the Company has made prepayments assdciath longterm supply agreemel
to secure supply of inventory components. While @wmmpany has procedures to monitor and limit exposa credit risk on its trade &
vendor non-trade receivables as well as ltargs prepayments, there can be no assurance sacédores will effectively limit its credit ri:
and avoid losses, which could materially adverséigct the Company'’s financial condition and op@gatesults.

Unfavorable results of legal proceedings could miatly adversely affect the Company.

The Company is subject to various legal proceedany} claims that have not yet been fully resolved that have arisen in the ordin
conduct of business, and additional claims mayeainsthe future. Results of legal proceedings angiest to significant uncertainty ai
regardless of the merit of the claims, litigatiomyrbe expensive, time-consuming, disruptive toGloenpanys operations, and distracting
management. In recognition of these consideratibiesCompany may enter into arrangements to diitjation.

Although management considers the likelihood ohsare outcome to be remote, if one or more of thegal matters were resolved agains
Company in the same reporting period for amountxiess of management'’s expectations, the Compaoyisolidated financial statement
a particular reporting period could be materialliversely affected. Further, such an outcome caegdlt in significant compensatory, punit
or trebled monetary damages, disgorgement of revemiprofits, remedial corporate measures or irfjuacaelief against the Company t
could materially adversely affect its financial d@ion and operating results.

Changes in the Comparsytax rates, the adoption of new U.S. or internadiotax legislation or exposure to additional taabilities coulc
affect its future results.

The Company is subject to taxes in the U.S. andemaos foreign jurisdictions. The Compasyuture effective tax rates could be affecte
changes in the mix of earnings in countries wittieding statutory tax rates, changes in the vatumatif deferred tax assets and liabilities
changes in tax laws or their interpretation. Anytlsése changes could have a material adverse effetdhe Company profitability. The
Company is also subject to the continual examinatibits income tax returns by the Internal ReveBeevice and other tax authorities.
Company regularly assesses the likelihood of aéveuscomes resulting from these examinations terdene the adequacy of its provision
taxes. There can be no assurance that the outcfrorasthese examinations will not materially advéysaffect the Companyg’ financia
condition and operating results.

Item 1B. Unresolved Staff Comments
None.
ltem 2. Properties

The Companys headquarters are located in Cupertino, CaliforAgof September 24, 2011, the Company owned aselé approximate
13.2 million square feet of building space, priryam the U.S., and to a lesser extent, in Eurdiagan, Canada, and the ABiaeific region:
Of that amount approximately 7.0 million squaret figas leased building space, which includes apprately 3.0 million square feet relatec
retail store space. Of the Companpwned building space, approximately 2.6 milliguare feet that is located in Cupertino, Califorwifl be
demolished to build a second corporate campus.tidadilly, the Company owns a total of 584 acreknél in various locations.

As of September 24, 2011, the Company owned a raatwing facility in Cork, Ireland that also housaaustomer support call center
facilities in Elk Grove, California that includedanehousing and distribution operations and a custeupport call center. In addition,
Company owned facilities for research and
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development and corporate functions in Cupertinajf@nia, including land for the future developnierf the Companys second corpore
campus. The Company also owned data centers in fle®alifornia and in North Carolina. Outside theSl the Company owned additio
facilities for various purposes.

The Company believes its existing facilities andipment are in good operating condition and artablé for the conduct of its business.
Company has invested in internal capacity andeiiatrelationships with outside manufacturing vasdand continues to make investmen
capital equipment as needed to meet anticipatedueéor its products.

ltem 3. Legal Proceedings

As of September 24, 2011, the end of the annuabgeovered by this report, the Company was sulifethe various legal proceedings
claims discussed below, as well as certain othgalleroceedings and claims that have not been fekplved and that have arisen in
ordinary course of business. In the opinion of ng@maent, there was not at least a reasonable pdgsibe Company may have incurre
material loss, or a material loss in excess ofcanded accrual, with respect to loss contingendisvever, the outcome of legal proceed
and claims brought against the Company are sutgesignificant uncertainty. Therefore, although mgement considers the likelihood of s
an outcome to be remote, if one or more of thegal lmatters were resolved against the Companyerséime reporting period for amount
excess of management’s expectations, the Compatrisolidated financial statements of a particidgaorting period could be materie
adversely affected. See the risk factorBhe Companyg future results could be materially adversely @#d if it is found to have infringed
intellectual property rights: and “ Unfavorable results of legal proceedings could miatly adversely affect the Compariyin Part I, Iltem 1/
of this Annual Report on Form 10-K under the hegdiRisk Factors."The Company settled certain matters during thetfioguarter of 201
that did not individually or in the aggregate havmaterial impact on the Company’s financial caoditand results of operations.

In re Apple & ATTM Antitrust Litigation (brought ohehalf of named plaintiffs Kliegerman, Holman, éfiy, Smith, Lee, Macasad:
Morikawa, Scotti and Sess

This is a purported class action filed against@onpany and AT&T Mobility in the United States Dist Court for the Northern District
California. The Consolidated Complaint alleges tthet Company and AT&T Mobility violated the federattitrust laws by monopolizil
and/or attempting to monopolize the “aftermarket ¥oice and data serviceddr the iPhone and that the Company monopolizedoe
attempted to monopolize the “aftermarket for sofevapplications for iPhonesPlaintiffs are seeking unspecified compensatory punaitive
damages for the class, treble damages, injunctiNef mand attorneys fees. On July 8, 2010 the Cgratited in part plaintiffstnotion for clas
certification. Following a favorable Supreme Cowting for AT&T Mobility in its case against Concégn, defendants have filed Motions
Compel Arbitration and to Decertify the Class.

The Apple iPod iTunes Antitrust Litigation (forme@haroensak v. Apple Computer, Inc. and Tucképple Computer, Inc.); Somers v. At
Inc.

These related cases have been filed on JanuaQ05, 2uly 21, 2006 and December 31, 2007 in theednBtates District Court for t
Northern District of California on behalf of a pamned class of direct and indirect purchasers ofi?and iTunes Store content, alleging vai
claims including alleged unlawful tying of musicdawideo purchased on the iTunes Store with thel@se of iPods and unlawful acquisit
or maintenance of monopoly market power and unlaadquisition or maintenance of monopoly market pounder 881 and 2 of the Sherr
Act, the Cartwright Act, California Business & Peskions Code 817200 (unfair competition), the Galih Consumer Legal Remedies Act
California monopolization law. Plaintiffs are seaftiunspecified compensatory and punitive damagethéclass, treble damages, injunc
relief, disgorgement of revenues and/or profits atidrneys fees. Plaintiffs are also seeking DRa& frersions of any songs downloaded !
iTunes or an order requiring the Company to licatsBRM to all competing music players. The casescurrently pending.
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PART Il
ltem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie

The Company’s common stock is traded on the ovextlunter market and is quoted on the NASDAQ Gloledé& Market under the syml
AAPL.

Price Range of Common Stock

The price range per share of common stock presdrgiedv represents the highest and lowest salesgfar the Compang’common stock ¢
the NASDAQ Global Select Market during each quasfethe two most recent years.

Fourth Quarter Third Quarter Second Quarter First Quarter
Fiscal 2011 price range per common shar¢  $ 422.86- $327.2¢ $ 355.13- $310.5( $ 364.90- $321.3: $ 325.72- $275.0(
Fiscal 2010 price range per common st $293.53- $235.5¢ $279.01- $199.2! $231.95- $190.2! $209.35- $180.7(

Holders
As of October 14, 2011, there were 28,543 sharehsldf record.

Dividends

The Company did not declare or pay cash dividendsther 2011 or 2010. The Company anticipatesftrahe foreseeable future it will ret:
any earnings for use in the operation of its bussine

Purchases of Equity Securities by the Issuer and #fiiated Purchasers
None.
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Company Stock Performance

The following graph shows a fiwgear comparison of cumulative total shareholdeurretcalculated on a dividend reinvested basis tHe
Company, the S&P 500 Composite Index, the S&P Cdengdardware Index, and the Dow Jones U.S. Teclgydiodex. The graph assun
$100 was invested in each of the Comparmgdmmon stock, the S&P 500 Composite Index, th® E&mputer Hardware Index, and the [
Jones U.S. Technology Index on September 30, 2D@& points on the graph are annual. Note thabtiésstock price performance is
necessarily indicative of future stock price periance.

COMPARIGON OF 8 YEAR CUMULATIVE TOTAL RETURM"
Amaong Apple e The S&P B00 Indsx,
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September 3C September 3C September 3C September 3C September 3C September 3C
2006 2007 2008 2009 2010 2011
Apple Inc. $ 10C $ 19¢ $ 14¢ $ 241 $ 36¢ $ 49t
S&P 500 $ 10C $ 11€ $ 91 $ 8t $ 93 $ 94
S&P Computer Hardwait $ 10C $ 14¢ $ 124 $ 147 $ 174 $ 197
Dow Jones US Technolog $ 10C $ 12z $ 94 $ 104 $ 117 $ 12C
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ltem 6. Selected Financial Date

The information set forth below for the five yearsded September 24, 2011, is not necessarily itikcaf results of future operations, ¢
should be read in conjunction with Item 7, “Manageit’s Discussion and Analysis of Financial Conditend Results of Operationahd thi
consolidated financial statements and related nbe®to included in Item 8 of this Form KOto fully understand factors that may affect
comparability of the information presented belowiillions, except share amounts which are refetgie¢housands and per share amounts).

2011 2010 2009 2008 2007
Net sales $108,24¢ $ 65,22¢ $ 42,90¢ $ 37,49 $ 24,57¢
Net income $ 25,92: $ 14,01 $ 8,23t $ 6,11¢ $ 3,49t
Earnings per common sha

Basic $ 28.0t $ 15.41 $ 9.2 $ 6.9 $ 4.04

Diluted $ 27.6¢ $ 15.1¢ $ 9.0¢ $ 6.7¢ $ 3.9
Cash dividends declared per common s $ 0 $ 0 $ 0 $ 0 $ 0
Shares used in computing earnings per sl

Basic 924,25¢ 909,46 893,01¢ 881,59: 864,59!

Diluted 936,64 924,71 907,00t 902,13¢ 889,29:
Total cash, cash equivalents and marketable siem $ 81,57( $ 51,01 $ 33,99: $ 24,49( $ 15,38¢
Total asset $116,37: $ 75,18 $ 47,50: $ 36,17 $ 24,87¢
Total lon¢-term obligations (a $ 10,10( $ 5,531 $ 3,50 $ 1,74f $ 687
Total liabilities $ 39,75¢ $ 27,39: $ 15,86 $ 13,87« $ 10,347
Total shareholde’ equity $ 76,61t $ 47,79: $ 31,64( $ 22,29] $ 14,53

(@) The Company did not have any long-term debtnduthe five years ended September 24, 2011. Leng-tbligations exclude non-
current deferred revenu
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ltem 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

This section and other parts of this Form 10-K eimtforward-looking statements that involve risksdauncertainties. Forwardboking
statements can also be identified by words suclaascipates,” “expects,” “believes,” “plans,” “predicts,” and similar terms. Forward-
looking statements are not guarantees of futurégperance and the Compamyactual results may differ significantly from tlesults discusse

in the forwardlooking statements. Factors that might cause suffardnces include, but are not limited to, thosecdssed in the subsect
entitled “Risk Factors”above, which are incorporated herein by referenidee following discussion should be read in conjiomciith the
consolidated financial statements and notes theigttuded in Item 8 of this Form 1K- All information presented herein is based on
Company'’s fiscal calendar. Unless otherwise statefisrences in this report to particular years aragters refer to the Comparg/fiscal year
ended in September and the associated quartersogktfiscal years. The Company assumes no obligpadioevise or update any forward-
looking statements for any reason, except as reduiy law.

Executive Overview

The Company designs, manufactures, and marketslenoddinmunication and media devices, personal coanpuand portable digital mu
players, and sells a variety of related softwaeeyises, peripherals, networking solutions, anddtpiarty digital content and applications. -
Companys products and services include iPhone, iPad, MWaxd, Apple TV, a portfolio of consumer and professl software applicatior
the iOS and Mac OS X operating systems, iCloud,andriety of accessory, service and support offeri The Company also sells and deli
digital content and applications through the iTuSésre, App Store, iBookstore, and Mac App Stotee Tompany sells its products worldw
through its retail stores, online stores, and disates force, as well as through thpary cellular network carriers, wholesalers, fetai an
value-added resellers. In addition, the Companis selvariety of thirdearty iPhone, iPad, Mac and iPod compatible pragjuictcluding
application software, printers, storage devicesakprs, headphones, and various other accessodgsedpherals through its online and re
stores. The Company sells to consumers, small adesired businesses, and education, enterprisg@retnment customers.

The Company is committed to bringing the best @sgrerience to its customers through its innovatisedware, software, peripherals,
services. The Comparg/business strategy leverages its unique abiliyesign and develop its own operating systems,weel applicatio
software, and services to provide its customers pevducts and solutions with superior easesd; seamless integration, and innovi
design. As part of its strategy, the Company caminto expand its platform for the discovery anlivdey of third-party digital content ar
applications through the iTunes Store. As parthefifTunes Store, the CompasyApp Store and iBookstore allow customers to disc@ne
download applications and books through either & BaWindows-based computer or through “iOS deviceamely iPhone, iPad and iF
touch. In January 2011, the Company opened the AMpgcStore to allow customers to easily discovemvidoad and install applications
their Macs. The Company also supports a commuaityhfe development of thirgarty software and hardware products and digitatert the
complement the Company’s offerings. The Comparstrategy also includes expanding its distributi@iwork to effectively reach mc
customers and provide them with a high-quality Saled post-sales support experience.

The Company participates in several highly competitmarkets, including mobile communications andiiaelevices with its iPhone, iPad i
iPod product families; personal computers withMac computers; and distribution of thipdrty digital content and applications through
iTunes Store, App Store, iBookstore, and Mac Appré&tWhile the Company is widely recognized asaaileg innovator in the markets wh
it competes, these markets are highly competitik suibject to aggressive pricing. To remain contipetithe Company believes that contir
investment in research and development and magketimd advertising is critical to the developmend @ale of innovative products ¢
technologies. The Compamsyifesearch and development spending is focuseavesting in new hardware and software products,iffigrthel
developing its existing products, including iPhoifegad, Mac, and iPod hardware; iOS and Mac OS Xaipr systems; and a variety
application software and online services.
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The Company uses a variety of direct and indiréstridution channels, such as its retail storedinerstores, and direct sales force, and third-
party cellular network carriers, wholesalers, fetai and value&dded resellers. The Company believes that sales dhnovative an
differentiated products are enhanced by knowledgesdlespersons who can convey the value of théwase and software integration, i
demonstrate the unique solutions that are availablés products. The Company further believes jliog direct contact with its target
customers is an effective way to demonstrate thvarstdges of its products over those of its compstiand providing a highuality sales ar
after-sales support experience is critical to ating new and retaining existing customers. To emsuhighquality buying experience for
products in which service and education are emphdsithe Company continues to expand and impravealigtribution capabilities |
expanding the number of its own retail stores waitl?. Additionally, the Company has invested ingreons to enhance reseller sale:
placing high quality Apple fixtures, merchandisintaterials and other resources within selected 4héndy reseller locations. Through
Apple Premium Reseller Program, certain tipatty resellers focus on the Apple platform by pdovg a high level of integration and supy
services, and product expertise.

Japan Earthquake and Tsunami and Thailand Flooding

On March 11, 2011, the northeast coast of Japarreqred a severe earthquake followed by a tsunaitti, continuing aftershocks. The
geological events have caused significant damagdeeimegion, including severe damage to nucleargpgants, and have impacted Japan’
power and other infrastructure as well as its enondCertain of the Company/’suppliers are located in Japan, and certairs aftiter supplie
integrate components or use materials manufacfaoréadpan in the production of its products. Toektent that component production has |
affected, the Company has generally obtained altem sources of supply or implemented other messurhe Company does not curre
believe these events will have a material impadt®nperations in the first quarter of 2012 unlessditions worsen, including, but not limi
to, power outages and expansion of evacuation zanmoesd the nuclear power plants.

Beyond the first quarter of 2012, uncertainty exisith respect to the availability of electricalwer, the damage to nuclear power plants
the impact to other infrastructure. Thus, thera i$sk that the Company could in the future expeedelays or other constraints in obtail
key components and products and/or price increaslased to such components and products that comaterially adversely affect t
Company'’s financial condition and operating results

In addition, in recent months several regions o&ilHmd have experienced severe flooding, causingade to infrastructure, housing i
factories. A number of the Compasysuppliers are located in Thailand. As with Jaganthe extent that component production has
affected, the Company will work to obtain altermatisources of supply or implement other measurese® on the Compars/'currer
assessment of the situation, it does not belieiseabent will have a material impact on its openasi in the first quarter of 2012; howe»
because the situation in Thailand is still evolvimgertainty remains regarding the ultimate impdi¢his event on the Company.

Critical Accounting Policies and Estimates

The preparation of financial statements and reldiedosures in conformity with U.S. generally gutesl accounting principles (“GAAP3nc
the Company’s discussion and analysis of its firer@ondition and operating results require the @any’s management to make judgme
assumptions and estimates that affect the amoeptsted in its consolidated financial statements acompanying notes. Note Summar
of Significant Accounting Policies” of Notes to Gimiidated Financial Statements in this FormKL@escribes the significant account
policies and methods used in the preparation oftiapanys consolidated financial statements. Managemergshigs estimates on histori
experience and on various other assumptions iewedito be reasonable under the circumstancesgshits of which form the basis for mak
judgments about the carrying values of assetsiahiliies. Actual results may differ from thesdimmtes and such differences may be mat
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Management believes the Compancritical accounting policies and estimates armesehrelated to revenue recognition, valuation
impairment of marketable securities, inventory adilbn and inventory purchase commitments, warraasfs, income taxes, and legal and ¢
contingencies. Management considers these polmi¢isal because they are both important to thetrpgal of the Companyg’ financia
condition and operating results, and they requisnagement to make judgments and estimates aboetemty uncertain matters. T
Companys senior management has reviewed these criticabatiog policies and related disclosures with thelifand Finance Committee
the Company’s Board of Directors.

Revenue Recognitic

Net sales consist primarily of revenue from the slhardware, software, digital content and appiins, peripherals, and service and suj
contracts. The Company recognizes revenue whengsve evidence of an arrangement exists, delivasyoccurred, the sales price is fixe
determinable, and collection is probable. Prodsicioinsidered delivered to the customer once ibkas shipped and title and risk of loss |
been transferred. For most of the Compangioduct sales, these criteria are met at the thmeproduct is shipped. For online sale
individuals, for some sales to education custoriretee U.S., and for certain other sales, the Computefers recognition of revenue until
customer receives the product because the Comptains a portion of the risk of loss on these sdlging transit. The Company recogni
revenue from the sale of hardware products, soéwandled with hardware that is essential to timetionality of the hardware, and thigdrty
digital content sold on the iTunes Store in accocgawith general revenue recognition accountinglajuée. The Company recognizes rev
in accordance with industry specific software acttimg guidance for the following types of salemactions: (i) standalone sales of soft\
products, (ii) sales of software upgrades andgaies of software bundled with hardware not esadntthe functionality of the hardware.

For multi-element arrangements that include hardwparoducts containing software essential to thedvaare product functionality
undelivered software elements that relate to thelvisare product’s essential software, and undeliyarensoftware services, the Compi
allocates revenue to all deliverables based om thkitive selling prices. In such circumstanchs, Company uses a hierarchy to determin
selling price to be used for allocating revenuedétiverables: (i) vendor-specific objective evideraf fair value (“VSOE”), (ii) thirdparty
evidence of selling price (“TPE") and (iii) besttiezate of the selling price (‘ESP"YSOE generally exists only when the Company sék
deliverable separately and is the price actualprgéd by the Company for that deliverable. ESHsaethe Company best estimates of wil
the selling prices of elements would be if theyeveold regularly on a stand-alone basis.

For sales of iPhone, iPad, Apple TV, for salesRafd touch beginning in June 2010, and for salédaf beginning in June 2011, the Comg
has indicated it may from time-tome provide future unspecified software upgrades features free of charge to customers. In Juié 2b¢
Company announced it would begin providing varinaasoftware services to owners of qualifying versiohf0S devices and Mac. Beca
the Company has neither VSOE nor TPE for theseaqifsgd software upgrade rights or the remftware services, revenue is allocated to 1
rights and services based on the Company’s ESPsuAts allocated to the unspecified software upgragles and norsoftware services &
deferred and recognized on a straitjé- basis over the estimated lives of each ofehdsvices, which range from 24 to 48 months.
Company’s process for determining ESPs involvesagament’s judgment. The Compasiyrocess considers multiple factors that may
over time depending upon the unique facts and wistances related to each deliverable. If the fantscircumstances underlying the fac
considered change, including the estimated or hcass incurred to provide n@woftware services or the estimated lives of thateel device
or should future facts and circumstances lead tha@any to consider additional factors, the Compas8P for software upgrades and non-
software services related to future sales of thk=éces could change. If the estimated life of onenore of the devices should change
future rate of amortization of the revenue alloddtethe software upgrade rights would also change.
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The Company records reductions to revenue for estidhcommitments related to price protection andcicstomer incentive prograr
including reseller and end-user rebates, and athless programs and volumbesed incentives. For transactions involving ppoatection, th
Company recognizes revenue net of the estimatediisimio be refunded, provided the refund amountlEmneasonably and reliably estime
and the other conditions for revenue recognitiomehlaeen met. The Compasypolicy requires that, if refunds cannot be rdjiagstimatec
revenue is not recognized until reliable estimatesbe made or the price protection lapses. Fdowes incentive programs, the estimated
of these programs is recognized at the later ofitite at which the Company has sold the produthtedate at which the program is offe
The Company also records reductions to revenuexpected future product returns based on the Coyipdristorical experience. Futi
market conditions and product transitions may neqtile Company to increase customer incentive progrand incur incremental pr
protection obligations that could result in additibreductions to revenue at the time such prog@mm®offered. Additionally, certain custor
incentive programs require management to estinm@entimber of customers who will actually redeemitioentive. Managemerst’estimate
are based on historical experience and the speeifics and conditions of particular incentive peogs. If a greater than estimated propo
of customers redeem such incentives, the Compamnydwae required to record additional reductionseteenue, which would have a nega
impact on the Company’s results of operations.

Valuation and Impairment of Marketable Securities

The Company'’s investments in available-fale securities are reported at fair value. Unzedligains and losses related to changes in tt
value of securities are recognized in accumulatderocomprehensive income, net of tax, in the ComjzaConsolidated Balance She
Changes in the fair value of available-for-saleusities impact the Company’s net income only wheeohssecurities are sold or an other-than-
temporary impairment is recognized. Realized gaind losses on the sale of securities are deterntigespecific identification of ea
security’s cost basis. The Company regularly resiéw investment portfolio to determine if any sdtguis other-thantemporarily impairec
which would require the Company to record an impaint charge in the period any such determinatianade. In making this judgment,
Company evaluates, among other things, the duratichextent to which the fair value of a secustyeiss than its cost, the financial condi

of the issuer and any changes thereto, and the @uyfgintent to sell, or whether it is more likely thaat it will be required to sell, tl
security before recovery of the its amortized duestis. The Company’s assessment on whether a tyeisudther-thartemporarily impairec
could change in the future due to new developmanthanges in assumptions related to any particaeurity.

Inventory Valuation and Inventory Purchase Committs

The Company must order components for its prodaietsbuild inventory in advance of product shipmeftee Company records a writewr
for inventories of components and products, inclgdihirdparty products held for resale, which have becolsolete or are in excess
anticipated demand or net realizable value. The g2omy performs a detailed review of inventory eashal quarter that considers multi
factors including demand forecasts, product lifeleystatus, product development plans, currensdaleels, and component cost trends.
industries in which the Company competes are stibjea rapid and unpredictable pace of product @rponent obsolescence and den
changes. If future demand or market conditionstlier Companys products are less favorable than forecasted wnfdreseen technologi
changes negatively impact the utility of componienentory, the Company may be required to recorditemhal write-downs, which woul
negatively affect its results of operations in fiegiod when the write-downs were recorded.

The Company records accruals for estimated canicglldees related to component orders that have lsemcelled or are expected tc
cancelled. Consistent with industry practice, thenpany acquires components through a combinatigpuathase orders, supplier contre
and open orders based on projected demand infemdathese commitments typically cover the Compsmgfuirements for periods up to .
days. If there is an abrupt and substantial dedlinéemand for one or more of the Compangproducts or an unanticipated chang
technological requirements for any of the Compapytducts, the Company may be required to
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record additional accruals for cancellation feed thould negatively affect its results of operasiom the period when the cancellation fee:
identified and recorded.

Warranty Costs

The Company provides for the estimated cost of ward and software warranties at the time the rélag¢enue is recognized basec
historical and projected warranty claim rates,dristl and projected cost-pelaim, and knowledge of specific product failurbattare outsic
of the Companys typical experience. Each quarter, the Companyafeates its estimates to assess the adequacg ofédorded warran
liabilities considering the size of the installedsk of products subject to warranty protection adjdists the amounts as necessary. If a
product failure rates or repair costs differ frostimates, revisions to the estimated warranty litgbivould be required and could materi:
affect the Company’s results of operations.

Income Taxe

The Company records a tax provision for the aniggd tax consequences of the reported resultsesfiipns. The provision for income ta
is computed using the asset and liability methadjen which deferred tax assets and liabilities ra@gnized for the expected future
consequences of temporary differences betweeninhadial reporting and tax bases of assets anditied, and for operating losses and
credit carryforwards. Deferred tax assets andliteds are measured using the currently enactedates that apply to taxable income in ef
for the years in which those tax assets are expeotbe realized or settled. The Company recongsl@ation allowance to reduce deferred
assets to the amount that is believed more likedy hot to be realized.

The Company recognizes tax benefits from uncettinpositions only if it is more likely than notatthe tax position will be sustained
examination by the taxing authorities, based ortélsnical merits of the position. The tax benefsognized in the financial statements f
such positions are then measured based on thestdrgeefit that has a greater than 50% likelihofdoleing realized upon ultimate settlement.

Management believes it is more likely than not foatcasted income, including income that may beegated as a result of certain tax plan
strategies, together with future reversals of @xgstaxable temporary differences, will be suffii¢o fully recover the deferred tax asset:
the event that the Company determines all or plath® net deferred tax assets are not realizabkbenfuture, the Company will make
adjustment to the valuation allowance that wouldharged to earnings in the period such deterntinas made. In addition, the calculatior
tax liabilities involves significant judgment in tesating the impact of uncertainties in the applima of GAAP and complex tax lav
Resolution of these uncertainties in a manner isisbent with management’s expectations could haweaterial impact on the Compasy’
financial condition and operating results.

Legal and Other Contingenci

As discussed in Part |, Item 3 of this Form 10-Klenthe heading “Legal Proceedings” and in NoteCammitments and Contingenciest
Notes to Consolidated Financial Statements, thegammy is subject to various legal proceedings aaond that arise in the ordinary cours
business. The Company records a liability whers ipriobable that a loss has been incurred and tloeiranis reasonably estimable. Ther
significant judgment required in both the probapitietermination and as to whether an exposuréearasonably estimated. In the opinio
management, there was not at least a reasonalditipsthe Company may have incurred a matemais| or a material loss in excess
recorded accrual, with respect to loss contingenditowever, the outcome of legal proceedings aains! brought against the Company
subject to significant uncertainty. Therefore, althh management considers the likelihood of suchucome to be remote, if one or mor
these legal matters were resolved against the Coynipathe same reporting period for amounts in egagf managemerst’expectations, t
Company’s consolidated financial statements ofréiqudar reporting period could be materially adsady affected.

29



Net Sales

Fiscal years 2011, 2010 and 2009 each spanned &&wen additional week is included in the firsticll quarter approximately every six ye
to realign fiscal quarters with calendar quart&iscal year 2012 will end on September 29, 2012 witidspan 53 weeks, with a 14th we
added to the first quarter of 2012.

The following table summarizes net sales by opegasegment and net sales and unit sales by pratlraotg the three years ent
September 24, 2011 (in millions, except unit salebousands and per unit amounts):

2011 Change 2010 Change 2009
Net Sales by Operating Segmen
Americas net sale $ 38,31 56% $ 24,49¢ 29Y% $ 18,98!
Europe net sale 27,77¢ 49% 18,69: 58% 11,81(
Japan net sale 5,437 37% 3,981 75% 2,27¢
Asia-Pacific net sale 22,59 174% 8,25¢ 160% 3,17¢
Retail net sale 14,127 44% 9,79¢ 47% 6,65¢
Total net sale $108,24¢ 66% $ 65,22¢ 52% $ 42,90¢
Net Sales by Product
Desktops (a $ 6,43¢ 4% $ 6,201 43% $ 4,32¢
Portables (b 15,34« 36% 11,27¢ 18% 9,53t
Total Mac net sale 21,78: 25% 17,47¢ 26% 13,85¢
iPod 7,45¢ (10)% 8,27¢ 2% 8,091
Other music related products and service: 6,31¢ 28% 4,94¢ 23% 4,03¢
iPhone and related products and service: 47,057 87% 25,17¢ 93% 13,03
iPad and related products and service! 20,35¢ 311% 4,95¢ NM 0
Peripherals and other hardware 2,33( 28% 1,81« 23% 1,47¢
Software, service and other sales 2,95¢ 15% 2,57: 7% 2,411
Total net sale $108,24¢ 66% $ 65,22¢ 52% $ 42,90¢
Unit Sales by Product:
Desktops (a 4,66¢ 1% 4,627 45% 3,182
Portables (b 12,06¢ 34% 9,03t 25% 7,214
Total Mac unit sale 16,73¢ 22% 13,66: 31% 10,39¢
iPod unit sale: 42.62( (15)% 50,31: (7% 54,13:
iPhone units sol 72,29 81% 39,98¢ 93% 20,73
iPad units solc 32,39 334% 7,45¢ NM 0

(@) Includes iMac, Mac mini, Mac Pro and Xserve prodins.

(b) Includes MacBook, MacBook Air and MacBook Pro prodiines.

(¢) Includes sales from the iTunes Store, App Stord,iBookstore in addition to sales of iPod serviaed Apple-branded and thi-party
iPod accessorie

(d) Includes revenue recognized from iPhone salesecagreements, services, and Ajbranded and thi-party iPhone accessorit

(e) Includes revenue recognized from iPad sales, ssndand Appl-branded and thi-party iPad accessorie

(fH Includes sales of displays, wireless connectivityt aetworking solutions, and other hardware access:

(@) Includes sales from the Mac App Store in additiorséles of other App-branded and thi-party Mac software and Mac and Intel
services

NM = Not Meaningful
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Fiscal Year 2011 versus 2010
Net sales during 2011 increased $43.0 billion dvoGHmpared to 2010. Several factors contributedtipely to this increase, including t

following:

Net sales of iPhone and related products and sswiere $47.1 billion in 2011, representing anaase of $21.9 billion or 87
compared to 2010. iPhone handset unit sales tot@eimillion during 2011, representing an increas82.3 million units or 81¢
compared to 2010. iPhone year-over-year net satestly reflected strong demand for iPhone 4 in &lthe Companys operatin
segments. The expanded U.S. distribution of iPhion¢he Verizon Wireless network beginning in Feloyud011, continue
expansion into new countries, and increased digtdb with other new carriers and resellers alsotriouted to the year-overeal
growth of iPhone. As of September 24, 2011, the gamyg distributed iPhone in 105 countries througB 2arriers. Additionally
the Company distributes iPhone through its diréetnmels and certain thigphrty resellers. Net sales of iPhone and relatedyut:
and services accounted for 43% of the Com’s total net sales for 201

Net sales of iPad and related products and serwidgsh the Company introduced in the third quacie?010, were $20.4 billion
2011, representing an increase of $15.4 bhillior8bt% compared to 2010. Unit sales of iPad were B@l#n during 2011, a
increase of 334% from 2010. The year-oyear unit growth and net sales growth were driverstoong iPad demand in all of -
Company’s operating segments. The Company disethiPad through its direct channels, certain calluletwork carriers’
distribution channels and certain thpdsty resellers. The Company distributed iPad inc®Qntries as of September 24, 2
compared to 26 countries as of September 25, 20&0sales of iPad and related products and serécesunted for 19% of t
Compan'’s total net sales for 201

Mac net sales were $21.8 billion in 2011, repraagran increase of $4.3 billion or 25% compare@@@0. Mac unit sales increa
by 3.1 million or 22% in 2011 compared to 2010. Mear-overyear growth in Mac net sales and unit sales waspdinearily tc
higher demand in all of the Compasyoperating segments for MacBook Air and MacBoo&, Rrhich were updated in July 2(
and February 2011, respectively. The year-guar revenue growth for portables and desktops3886 and 4%, respectively. I
sales of the Compa’s Macs accounted for 20% of the Comy’s total net sales for 201

Net sales of other music related products and ceswere $6.3 billion in 2011, representing anaase of $1.4 billion or 28
compared to 2010. The increase was due primarilpdeased net sales from the iTunes Store, whiah hargely driven by Ag
Store expansion into new countries that contribtisestrong growth in all of the Compasygeographic segments. During 2011
combined net sales for the iTunes Store, App SdockiBookstore was $5.4 billion, representing arease of 33% comparec
2010. The Company believes this continued growtihésresult of heightened consumer interest in doading thirdparty digita
content, continued growth in its customer basePbbne, iPad and iPod, expansion of thgedty audio and video content availe
via the iTunes Store, and continued interest in gnodvth of the App Store. Net sales of other muslated products and servi
accounted for 6% of the Compé s total net sales for 201

Partially offsetting the positive factors contrilmgf to the overall increase in net sales was aedeerin iPod net sales of $821 million or :
during 2011 compared to 2010. Similarly, iPod waites decreased by 15% in 2011 compared to 20MeVéw, net sales per iPod unit <
increased during 2011 compared to 2010 due priyntrib shift in iPod product mix toward iPod toutlet sales of iPod accounted for 7%
the Company’s total net sales for 2011.
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Fiscal Year 2010 versus 2009
Net sales during 2010 increased $22.3 billion dvo5mpared to 2009. Several factors contributedtipely to this increase, including t

following:

Net sales of iPhone and related products and ssrwiere $25.2 billion in 2010 representing an iasecof $12.1 billion or 93
compared to 2009. iPhone unit sales totaled 40amilh 2010, which represents an increase of 19llBmor 93% compared
2009. iPhone year-ovatear growth was attributable primarily to continugdwth from existing carriers, expanded distribativitr
new international carriers and resellers, and gtidemand for iPhone 4, which was released in ti& lo. June 2010 and in me
other countries over the remainder of 2010. Asegt&8mber 25, 2010, the Company distributed iPhor89icountries through 1
carriers. Net sales of iPhone and related prodaradsservices accounted for 39% of the Compatotal net sales for 2010 compe
to 30% in 2009

Net sales of iPad and related products and serwees $5.0 billion and unit sales of iPad weremiilion during 2010. iPad wi
released in the U.S. in April 2010 and in varioukeo countries over the remainder of 2010. As opt&mber 25, 2010, t
Company distributed iPad in 26 countries. The Campdistributes iPad through its direct channelstade cellular networ
carriers’ distribution channels and certain thaakty resellers. Net sales of iPad and relatedymsdand services accounted for
of the Compan’s total net sales for 2010, reflecting the stroemand for iPad during the five months followingrigdease

Mac net sales increased by $3.6 billion or 26%0da®compared to 2009, and Mac unit sales increbge®l3 million or 31% i
2010 compared to 2009. Net sales per Mac unit detiteased by 4% in 2010 compared to 2009 due plymarlower averag
selling prices of Mac portable systems. During 201€t sales and unit sales of the Compsayac portable systems increase:
18% and 25%, respectively, primarily attributaldestrong demand for MacBook Pro, which was updatedpril 2010. Net sale
and unit sales of the CompasyMac desktop systems increased by 43% and 45¢eately, as a result of higher sales of i\
which was updated in July 2010. Net sales of then@any’s Macs accounted for 27% of the Compartgtal net sales in 20
compared to 32% in 200

Net sales of other music related products and ees\vincreased $912 million or 23% during 2010 caenpao 2009. This incres
was due primarily to growth of the iTunes Store ebhgenerated total net sales of $4.1 billion fot@0The results of the iTur
Store reflect growth of the iTunes App Store, aouméid growth in the installed base of iPhone, iRexd iPod customers, and
expansion of thirgparty audio and video content available for salé @mt via the iTunes Store. The Company continaescpan
its iTunes content and applications offerings atbtire world. Net sales of other music related petgland services accounted
8% of the Compar’s total net sales for 2010 compared to 9% in 2

Net sales of iPods increased $183 million or 2%nduR010, while iPod unit sales declined by 7% dgr2010 compared to 20!
Net sales per iPod unit sold increased by 10% &#4$t 2010 compared to 2009, due to a shift in pebanix toward iPod touc
iPod touch experienced strong growth in each ofGbenpany$ reportable operating segments. Net sales of iBodsunted fc
13% of the Compar’s total net sales for 2010 compared to 19% in 2

Segment Operating Performance

The Company manages its business primarily on grgebic basis. The Compasyieportable operating segments consist of the e
Europe, Japan, Asia-Pacific and Retail operatidie results of the Americas, Europe, Japan and-PRadfic reportable segments do
include the results of the Retail segment. The Arasrsegment includes both North and South Amefidee Europe segment incluc
European countries, as well as the Middle EastAdrida. The Asia-Pacific segment includes Austraial Asian
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countries, other than Japan. The Retail segmematgseApple retail stores in 11 countries. Eaclonmgble operating segment provides sin
hardware and software products and similar servieegher information regarding the Compangperating segments may be found in Nc
“Segment Information and Geographic Data” in Ndte€onsolidated Financial Statements of this FobaK1

Americas

During 2011, net sales in the Americas segmeneaszd $13.8 billion or 56% compared to 2010. Thegy contributors to the growth in 1
sales was a significant year-owegar increase in iPhone revenue from carrier exparend strong demand for iPhone 4 and increaded si
iPad and Macs, partially offset by a decrease @l iRet sales. Higher sales of thpdrty digital content and applications from thern€a Stor
and App Store also drove an increase in sales@@®11. The Americas segment represented appradynd®$% and 37% of the Company’
total net sales for 2011 and 2010, respectively.

During 2010, net sales in the Americas segmeneased $5.5 billion or 29% compared to 2009. Thiseiase in net sales was driver
increased iPhone revenue, strong demand for iRadinced demand for Mac desktop and portable systamd higher sales of thipharty
digital content and applications from the iTuneer&t The Americas segment represented 37% and 44fe €Companys total net sales
2010 and 2009, respectively.

Europe

For 2011, net sales in the Europe segment incre®8ed billion or 49%, compared to 2010. The incee@s net sales during 2011 v
attributable primarily to the continued year-oyear increase in iPhone revenue from carrier exparend strong demand for iPhone 4,
increased sales of iPad and Macs, partially otisetd decrease in iPod net sales. The Europe segeymisented 26% and 29% of total
sales for 2011 and 2010, respectively.

During 2010, net sales in Europe increased $61®mibr 58% compared to 2009. The growth in neesakas due mainly to a signific
increase in iPhone revenue attributable to contngrewth from existing carriers and country andriearexpansion, increased sales of |
desktop and portable systems and strong deman@ddr partially offset by a stronger U.S. dollaheTEurope segment represented 29%
28% of the Company’s total net sales in 2010 ar@P26espectively.

Japan

Japan’s net sales increased $1.5 billion or 37%ndw2011 compared to 2010. The key contributordapans net sales growth were incres
iPhone revenue, strong sales of iPad, increased sélMacs, and strength in the Japanese Yenvweltdithe U.S. dollar. The Japan segr
represented 5% and 6% of total net sales for 26d12810, respectively.

The recent earthquakes and tsunami that struckdhtteast coast of Japan have created uncertaghrding general economic and ma
conditions in Japan. Any significant impact of thesents on consumer demand could negatively inthac€ompanys net sales in Japan
the future. The Company does not currently belithag the impact of these events will have a mdtedaerse effect on the Company ol
results of operations.

During 2010, Japan’s net sales increased $1.0hithr 75% compared to 2009. The primary contritsitorthis growth were significant year-
overyear increases in iPhone revenue, strong demandP&al, and to a lesser extent strength in the &mealYen. The Japan segn
represented 6% and 5% of the Company'’s total des $ar 2010 and 2009, respectively.
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Asie-Pacific

Net sales in the Asia Pacific segment increased3$ddlion or 174% during 2011 compared to 2010e ompany experienced particuli
strong year-oveyear net sales growth in its Asia Pacific segmemtngy 2011, especially in Greater China, which udels Hong Kong at
Taiwan. Korea and Australia also experienced strgaay-overyear revenue growth. Higher net sales in the Asieifle segment were d
mainly to the increase in iPhone revenue primagityibutable to the strong demand for iPhone 4carder expansion, strong sales of iPad,
increased sales of Macs. The Asia Pacific segnegmesented 21% and 13% of total net sales in 26d 2610, respectively.

Net sales in As-Pacific increased $5.1 billion or 160% during 2@bdnpared to 2009. The significant growth in AB&eific net sales was ¢
mainly to increased iPhone revenue, which was piiynattributable to country and carrier expansimmd continued growth from existi
carriers. AsiaPacific net sales were also favorably affectedtbgngy demand for Mac portable and desktop systerdsfar iPad. Particular
strong year-over-year growth was experienced inn&hKorea and Australia. The Adracific segment represented 13% and 7% @
Company'’s total net sales for 2010 and 2009, resdye.

Retail

Retail segment net sales increased $4.3 billiof486 during 2011 compared to 2010. The increaseirsales was driven primarily by strc
demand for iPad, higher sales of Macs, and anaseré iPhone revenue. The Company opened 40 neilvsteres during 2011, 28 of wh
were outside the U.S., ending the year with 35festopen compared to 317 stores at the end of 2&L6f September 24, 2011, the Comg
had a total of 245 U.S. retail stores and 112 matgonal retail stores.

During 2011, the Company had an average of 32@stoompared to an average of 288 stores during. ZlHid average revenue per s
increased 27% to $43.3 million in 2011 compare&34.1 million in 2010. The Retail segment represerit3% and 15% of total net sale
2011 and 2010, respectively.

Retail net sales increased $3.1 billion or 47%mty2010 compared to 2009. The increase in net sasdriven primarily by strong deme
for iPad, increased sales of Mac desktop and pergtstems and a significant year-oyear increase in iPhone revenue. The Company o
44 new retail stores during 2010, 28 of which weungside the U.S., ending the year with 317 stopeshacompared to 273 stores at the el
2009. With an average of 288 stores and 254 stypesed during 2010 and 2009, respectively, averagenue per store increased to $
million in 2010, compared to $26.2 million in 200che Retail segment represented 15% and 16% dZonepanys total net sales in 2010 ¢
2009, respectively.

The Retail segment reported operating income @8 $8lion during 2011 compared to $2.4 billion chgi2010. The year-overear increase
Retail operating income was primarily attributalbbehigher overall net sales that resulted in sigaiftly higher average revenue per s
during 2011 compared to 2010. The Retail segmegrdrted operating income of $1.7 billion during 200%e increase in Retail operat
income during 2010 compared to 2009 was attribeteibhigher overall net sales.

Expansion of the Retail segment has required amtidcemtinue to require a substantial investmenfixed assets and related infrastruct
operating lease commitments, personnel, and otperating expenses. Capital asset purchases assbeidth the Retail segment sii
inception totaled $2.8 billion through the end @f12. As of September 24, 2011, the Retail segmadt dpproximately 36,000 fulime
equivalent employees and had outstanding lease d@omnts associated with retail space and relateilitfas of $2.4 billion. The Compal
would incur substantial costs if it were to closeltiple retail stores and such costs could advegraiéct the Compang’financial condition ar
operating results.
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Gross Margin
Gross margin for the three years ended Septembh&024, are as follows (in millions, except grosrgin percentages):

2011 2010 2009
Net sales $108,24¢ $ 65,22t $ 42,90¢
Cost of sale: 64,43: 39,54: 25,68:
Gross margir $ 43,81¢ $ 25,68¢ $ 17,22:
Gross margin percenta 40.5% 39.4% 40.1%

The gross margin percentage in 2011 was 40.5%, amdpo 39.4% in 2010. This year-owegar increase in gross margin was largely d
by lower commodity and other product costs.

The gross margin percentage in 2010 was 39.4% cmdpa 40.1% in 2009. This year-owsar decline in gross margin was prime
attributable to new products that had higher cstaures, including iPad, partially offset by amadavorable sales mix of iPhone, which h.
higher gross margin than the Company average.

The Company expects to experience decreases gnass margin percentage in future periods, as coedp@ levels achieved during 20
largely due to a higher mix of new and innovativeducts with flat or reduced pricing that have lEghost structures and deliver greater v
to customers, and potential future component audtogher cost increases.

The foregoing statements regarding the Companyfeeed gross margin percentage are forvi@oting and could differ from anticipat
levels because of several factors including, butlimsited to certain of those set forth below inrfPhR Item 1A, “Risk Factors’under th
subheading ‘Future operating results depend upon the Compaalyikty to obtain components in sufficient quaestj” which is incorporate
herein by reference. In general, gross marginsraacgins on individual products will remain undematavard pressure due to a variety
factors, including continued industry wide globaibguct pricing pressures, increased competitiompressed product life cycles, proc
transitions and potential increases in the cosioofiponents, as well as potential increases in ékes©f outside manufacturing services a
potential shift in the Company’sales mix towards products with lower gross nmargin response to these competitive pressure; dhgpan
expects it will continue to take product pricingians, which would adversely affect gross marg®sss margins could also be affected by
Companys ability to manage product quality and warrantgtsceffectively and to stimulate demand for cerfirits products. Due to t
Company'’s significant international operationsaficial results can be significantly affected in shert-term by fluctuations in exchange rates.

Operating Expenses
Operating expenses for the three years ended Seetétd, 2011, are as follows (in millions, exceptgercentages):

2011 2010 2009
Research and development $2,42¢ $ 1,782 $1,33¢
Percentage of net sal 2% 3% 3%
Selling, general and administrati $ 7,59¢ $ 5,517 $ 4,14¢
Percentage of net sal 7% 8% 10%

Research and Development Exper‘R&D”)

R&D expense increased $647 million or 36% to $Zldoh in 2011 compared to 2010. This increase was primarily to an increase
headcount and related expenses to support exp&&Bedactivities. Although total
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R&D expense increased 36% during 2011 compared10,2it declined slightly as a percentage of n&ssadue to the 66% year-oveeal
growth in the Company’s net sales during 2011.

R&D expense increased 34% or $449 million to $lilBob in 2010 compared to 2009. This increase wags primarily to an increase
headcount and related expenses in the currenttgeaupport expanded R&D activities. Also contribgtito this increase in R&D expenst
2010 was the capitalization in 2009 of softwareadepment costs of $71 million related to Mac OS Xo® Leopard. Although total R&
expense increased 34% during 2010, it declinedpes@entage of net sales given the 52% year-ovarigerease in net sales in 2010.

The Company continues to believe that focused tnvessts in R&D are critical to its future growth aodmpetitive position in the marketpl:
and are directly related to timely development @vrand enhanced products that are central to thep@oy's core business strategy. As S|
the Company expects to make further investmen®gib to remain competitive.

Selling, General and Administrative Expense (“SG&A”

SG&A expense increased $2.1 billion or 38% to $lBon during 2011 compared to 2010. This increass due primarily to the Company’
continued expansion of its Retail segment, incr@¢dsmdcount and related costs, higher spendingafegsional services and marketing
advertising programs, and increased variable @sstisciated with the overall growth of the Compamgssales.

SG&A expense increased $1.4 billion or 33% to $&lkon in 2010 compared to 2009. This increase wae primarily to the Company’
continued expansion of its Retail segment, highmgnding on marketing and advertising programs,ei@®ed sharbased compensati
expenses and variable costs associated with thralbgeowth of the Company’s net sales.

Other Income and Expense
Other income and expense for the three years ebdpttmber 24, 2011, are as follows (in millions):

2011 2010 2009
Interest and dividend income $ 5i¢ $ 311 $ 407
Other expense, n (109 (156) (81)
Total other income and exper $ 41F $ 15F $ 32€

Total other income and expense increased $260omitr 168% to $415 million during 2011 comparedsid5 million and $326 million

2010 and 2009, respectively. The year-oyear increase in other income and expense duritid 2@s due primarily to higher interest incc
and net realized gains on sales of marketable isiesurThe overall decrease in other income andeese in 2010 compared to 2009

attributable to the significant declines in intéreges on a year-over-year basis, partially offsethe Companyg higher cash, cash equivale
and marketable securities balances. Additionally @ompany incurred higher premium expenses onoitsign exchange option contra
which further reduced the total other income angesse. The weighted average interest rate earnetthdoyCompany on its cash, ¢
equivalents and marketable securities was 0.77%6%0.and 1.43% during 2011, 2010 and 2009, respygtiiduring 2011, 2010 and 2009,
Company had no debt outstanding and accordinglydidncur any related interest expense.

Provision for Income Taxes

The Company’s effective tax rates were approxinyag.2%, 24.4% and 31.8% for 2011, 2010 and 2089peactively. The Compary’
effective rates for these periods differ from thetigtory federal income tax rate of
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35% due primarily to certain undistributed foreigarnings for which no U.S. taxes are provided bgeauch earnings are intended ti
indefinitely reinvested outside the U.S.

As of September 24, 2011, the Company had deféasedssets arising from deductible temporary diffiees, tax losses, and tax credits of
billion, and deferred tax liabilities of $9.2 bdl. Management believes it is more likely than thet forecasted income, including income
may be generated as a result of certain tax planstimategies, together with future reversals oting) taxable temporary differences, will
sufficient to fully recover the deferred tax ass@tse Company will continue to evaluate the reaiitity of deferred tax assets quarterly
assessing the need for and amount of a valuatiowahce.

The Internal Revenue Service (the “IRS”) has comepléts field audit of the Comparg/federal income tax returns for the years 200dutth
2006 and proposed certain adjustments. The Compasycontested certain of these adjustments thrtheggfRS Appeals Office. The IRS
currently examining the years 2007 through 2009.I1RE audit issues for years prior to 2004 havenb@solved. In addition, the Compan
subject to audits by state, local, and foreignaathorities. Management believes that adequategiomg have been made for any adjustir
that may result from tax examinations. However, abibcome of tax audits cannot be predicted withadety. If any issues addressed in
Company’s tax audits are resolved in a manner aosistent with management’s expectations, the Casnpauld berequired to adjust i
provision for income taxes in the period such nesoh occurs.

Liquidity and Capital Resources
The following table presents selected financiabinfation and statistics as of and for the threesyeaded September 24, 2011 (in millions):

2011 2010 2009
Cash, cash equivalents and marketable secu $81,57( $51,01! $33,99:
Accounts receivable, n $ 5,36¢ $ 5,51( $ 3,361
Inventories $ T77€ $ 1,051 $ 45F
Working capital $17,01¢ $20,95¢ $20,04¢
Annual operating cash flo $37,52¢ $18,59¢ $10,15¢

Cash, cash equivalents and marketable securittesdased $30.6 billion or 60% during 2011. The ppaktcomponents of this net increase
the cash generated by operating activities of $3illdn, which was partially offset by paymentsr facquisition of property, plant a
equipment of $4.3 billion, payments for acquisitioh intangible assets of $3.2 billion and paymemtade in connection with busin
acquisitions, net of cash acquired, of $244 milligine Company believes its existing balances oh,caash equivalents and market:
securities will be sufficient to satisfy its workincapital needs, capital asset purchases, outagntbmmitments and other liquid
requirements associated with its existing operatmrer the next 12 months.

The Companys marketable securities investment portfolio isested primarily in highly rated securities andptdicy generally limits th
amount of credit exposure to any one issuer. Thmgamys investment policy requires investments to gehelks investment grade with 1
objective of minimizing the potential risk of pripal loss. As of September 24, 2011 and Septenthe2@10, $54.3 billion and $30.8 billic
respectively, of the Comparg/cash, cash equivalents and marketable secuiiges held by foreign subsidiaries and are genetalsed i
U.S. dollar-denominated holdings. Amounts helddmgiign subsidiaries are generally subject to Lh&ofine taxation on repatriation to the U.S.

Capital Assets

The Companys capital expenditures were $4.6 billion during 20donsisting of approximately $614 million foragtstore facilities and $4
billion for other capital expenditures, includingpbduct tooling and manufacturing
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process equipment, real estate for the future dewebnt of the Company’second corporate campus, and other corporathtiéscianc
infrastructure. The Comparg/'actual cash payments for capital expendituremg2011 were $4.3 billion, of which $612 millioelates t
retail store facilities.

The Company anticipates utilizing approximatelyGBillion for capital expenditures during 2012, luding approximately $900 million f
retail store facilities and approximately $7.1 ibifl for product tooling and manufacturing procesgsiipment, and corporate facilities :
infrastructure, including information systems haadey software and enhancements.

During 2012, the Company expects to open aboueddretail stores, approximately three-quarters oty will be located outside of the U.S.

Off-Balance Sheet Arrangements and Contractual Obtjations

The Company has not entered into any transactiotis umconsolidated entities whereby the Companyftmasicial guarantees, subordine
retained interests, derivative instruments, or otlantingent arrangements that expose the Compamyaterial continuing risks, conting
liabilities, or any other obligation under a vatalnterest in an unconsolidated entity that presidinancing, liquidity, market risk, or cre
risk support to the Company.

The following table presents certain payments dyahe Company under contractual obligations witmimum firm commitments as
September 24, 2011 and excludes amounts alreadsdezton the Consolidated Balance Sheet (in mé)ion

Payments
Payments Due in
Due in Payments Payments More
Less Than Due in 1-3 Due in 4-5 Than
Total 1Year Years Years 5 Years
Operating leases $ 3,03 $ 33¢ $ 727 $ 66E $ 1,30
Purchase obligatior 13,94¢ 13,94¢ 0 ( (
Other obligation: 2,41k 2,29 11: 4 0
Total $ 19,39¢ $ 16,58¢ $ 841 $  66¢ $ 1,30:

Lease Commitmen

The Companys major facility leases are typically for terms retceeding 10 years and generally provide renewébrs for terms n
exceeding five additional years. Leases for resfpélce are for terms ranging from five to 20 yetlms,majority of which are for 10 years, i
often contain multi-year renewal options. As of @ember 24, 2011, the Compasytotal future minimum lease payments under norelabt
operating leases were $3.0 billion, of which $2l4om related to leases for retail space.

Purchase Commitments with Contract Manufacturerd @omponent Supplie

The Company utilizes several outsourcing partnemnanufacture sub-assemblies for the Compapyoducts and to perform final assen
and test of finished products. These outsourcimtnpes acquire components and build product basedemand information supplied by
Company, which typically covers periods up to 1591 The Company also obtains individual componfmtgs products from a wide varie
of individual suppliers. Consistent with industmagptice, the Company acquires components througindination of purchase orders, supj
contracts, and open orders based on projected dkinfommation. As of September 24, 2011, the Corgpzend outstanding otbalance she
third-party manufacturing commitments and compompemthase commitments of $13.9 billion.
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Other Obligations

Other outstanding obligations were $2.4 billionoASeptember 24, 2011, and were comprised maingoofmitments under longrm suppl
agreements to make additional inventory componesygyments and to acquire capital equipment, comemits to acquire product tooling
manufacturing process equipment, and commitmeratertto advertising, research and developmergriet and telecommunications serv
and other obligations.

The Company’s other noturrent liabilities in the Consolidated Balance &Beconsist primarily of deferred tax liabilitiggoss unrecognizi
tax benefits and the related gross interest andlfiess As of September 24, 2011, the Company lwecarrent deferred tax liabilities of $¢
billion. Additionally, as of September 24, 2011etBompany had gross unrecognized tax benefits .dfl§illion and an additional $261 milli
for gross interest and penalties classified asawnrent liabilities. At this time, the Company isable to make a reasonably reliable estime
the timing of payments in individual years in coathen with these tax liabilities; therefore, sucmaunts are not included in the ab
contractual obligation table.

Indemnification

The Company generally does not indemnify esdrs of its operating system and application softwagainst legal claims that the softv
infringes thirdparty intellectual property rights. Other agreersestered into by the Company sometimes includenmification provision
under which the Company could be subject to cost¥or damages in the event of an infringement clamainst the Company or
indemnified thirdparty. However, the Company has not been requadake any significant payments resulting from saohinfringemer
claim asserted against it or an indemnified thgadty. In the opinion of management, there wasaht#ast a reasonable possibility the Com,
may have incurred a material loss with respeahdeinnification of endisers of its operating system or application saftvfar infringement ¢
third-party intellectual property rights. The Company dit record a liability for infringement costs neld to indemnification as of eitt
September 24, 2011 or September 25, 2010.

The Company has entered into indemnification agegsgswith its directors and executive officers. BInthese agreements, the Compan)
agreed to indemnify such individuals to the fullestent permitted by law against liabilities thaisa by reason of their status as directo
officers and to advance expenses incurred by sudiiduals in connection with related legal prodegd. It is not possible to determine
maximum potential amount of payments the Companydcbe required to make under these agreementdadtiee limited history of pric
indemnification claims and the unique facts anduwinstances involved in each claim. However, the Gamg maintains directors and offic
liability insurance coverage to reduce its expogorsuch obligations, and payments made under thgeements historically have not b
material.

ltem 7A. Quantitative and Qualitative Disclosures About Market Risk
Interest Rate and Foreign Currency Risk Management

The Company regularly reviews its foreign exchafmgvard and option positions, both on a statohe basis and in conjunction with
underlying foreign currency and interest rate exlaéxposures. Given the effective horizons of then@anys risk management activities ¢
the anticipatory nature of the exposures, therebeamo assurance these positions will offset ntoma & portion of the financial impact resul
from movements in either foreign exchange or irgerates. Further, the recognition timing of gaansl losses related to these instrument
any given period may not coincide with the timinfygains and losses related to the underlying ecanaxrposures and, therefore, r
adversely affect the Company’s financial conditzom operating results.
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Interest Rate Risk

While the Company is exposed to interest rate flatibons in many of the world’s leading industrializcountries, the Comparyinteres
income and expense is most sensitive to fluctuationU.S. interest rates. Changes in U.S. interatsts affect the interest earned on
Company’s cash, cash equivalents and marketableiges, the fair value of those securities, aslaglcosts associated with hedging.

The Companys investment policy and strategy are focused osepvation of capital and supporting the liquidigguirements of the Compa
A portion of the Company’s cash is managed by esiemanagers within the guidelines of the Compsiirgvestment policy and to object
market benchmarks. The Company’s internal portfislibenchmarked against external manager perforenanc

The Company’s exposure to changes in interest ratates primarily to the Comparsyinvestment portfolio. The Company typically intsess
highly rated securities and its policy generaliyits the amount of credit exposure to any one isstibe Company investment polic
generally requires investments to be investmerdegraith the objective of minimizing the potentieslk of principal loss.

To provide a meaningful assessment of the inteatst risk associated with the Companjnvestment portfolio, the Company performe
sensitivity analysis to determine the impact a geaim interest rates would have on the value ofitkiestment portfolio assuming a 100 b
point parallel shift in the yield curve. Based aréstment positions as of September 24, 2011, athgpcal 100 basis point increase in inte
rates across all maturities would result in a $81on incremental decline in the fair market valof the portfolio. As of September 25, 2(
a similar 100 basis point shift in the yield cumweuld have resulted in a $477 million incrementatlihe in the fair market value of 1
portfolio. Such losses would only be realized & tbompany sold the investments prior to maturity.

Foreign Currency Risk

In general, the Company is a net receiver of ceiemnother than the U.S. dollar. Accordingly, chesyin exchange rates, and in particu
strengthening of the U.S. dollar, will negativel§eat the Company net sales and gross margins as expressed irdbll&s. There is a ri
that the Company will have to adjust local currepegduct pricing due to competitive pressures witheme have been significant volatility
foreign currency exchange rates.

The Company may enter into foreign currency forwamnd option contracts with financial institutiomsprotect against foreign exchange r
associated with certain existing assets and li&sli certain firmly committed transactions, forsgtea future cash flows, and net investmen
foreign subsidiaries. Generally, the Compangtactice is to hedge a majority of its materaefgn exchange exposures, typically for up tc
months. However, the Company may choose not toéheddain foreign exchange exposures for a vadétgasons, including but not limit
to accounting considerations and the prohibitiveneenic cost of hedging particular exposures.

To provide a meaningful assessment of the foreigreacy risk associated with certain of the Compsufigreign currency derivative positio
the Company performed a sensitivity analysis usingalue-at-risk (“VAR”)model to assess the potential impact of fluctuatimnexchanc
rates. The VAR model consisted of using a MontddCsimulation to generate thousands of random nagmkee paths assuming normal ma
conditions. The VAR is the maximum expected los&invalue, for a given confidence interval, t@ tBompanys foreign currency derivati
positions due to adverse movements in rates. ThR V#odel is not intended to represent actual lobsgds used as a risk estimation
management tool. The model assumes normal markaditmms. Forecasted transactions, firm commitmearsd assets and liabilit
denominated in foreign currencies were excludednftbe model. Based on the results of the model,Gbmpany estimates with 9
confidence a maximum one-day loss in fair valug81 million as of September 24, 2011 compared to a
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maximum oneday loss in fair value of $103 million as of Sepbamn25, 2010. Because the Company uses foreigerayrinstruments fi
hedging purposes, the loss in fair value incurradthmmse instruments are generally offset by in@edn the fair value of the underly
exposures.

Actual future gains and losses associated withGbhmpanys investment portfolio and derivative positions ndiffer materially from th
sensitivity analyses performed as of Septembeff4] due to the inherent limitations associatedh pitedicting the timing and amount
changes in interest rates, foreign currency excbaingtes and the Company’s actual exposures aiittbpss
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CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except number of shares which aréextéd in thousands and per share amounts)

Three years ended September 24, 2011
Net sales
Cost of sale:
Gross margit
Operating expense
Research and developmt

Selling, general and administrati

Total operating expens
Operating incomi
Other income and expen

Income before provision for income tay

Provision for income taxe
Net income
Earnings per common sha

Basic
Diluted

Shares used in computing earnings per st

Basic
Diluted

2011 2010
$108,24¢ $ 65,22¢
64,43: 39,54
43,81¢ 25,68¢
2,42¢ 1,782
7,59¢ 5,51;
10,02¢ 7,29¢
33,79( 18,38t
41¢ 15¢
34,20¢ 18,54(
8,28¢ 4,52
$ 25,92: $ 14,018
$ 28.0¢ $ 15.41
$ 27.6¢ $ 15.1¢
924,25t 909,46:
936,64 924,71.

See accompanying Notes to Consolidated Financiaé®ients.
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2009
$ 42,90¢
25,68:¢
17,22

1,33¢
4,14¢
5,48
11,74(
32€
12,06¢
3,831

$ 8,23t

$ 9.2
$ 9.0¢

893,01¢
907,00¢



CONSOLIDATED BALANCE SHEETS

(In millions, except number of shares which aréexdéd in thousands)

September 24, 201

ASSETS:
Current assett
Cash and cash equivalel $
Shor-term marketable securiti
Accounts receivable, less allowances of $53 and &Spectively
Inventories
Deferred tax asse
Vendor noi-trade receivable
Other current asse

Total current asse
Long-term marketable securiti
Property, plant and equipment, |
Goodwill
Acquired intangible assets, r
Other asset

Total asset $

LIABILITIES AND SHAREHOLDERS * EQUITY:

Current liabilities:
Accounts payabl $
Accrued expense
Deferred revenu

Total current liabilities
Deferred revenu— nor-current
Other nor-current liabilities

Total liabilities

Commitments and contingenci

Shareholder equity:
Common stock, no par value; 1,800,000 shares datthr929,277 an
915,970 shares issued and outstanding, respec
Retained earning
Accumulated other comprehensive income/(lt

Total shareholde’ equity
Total liabilities and sharehold¢ equity $

See accompanying Notes to Consolidated Financié®ients.

44

9,81¢
16,137
5,36¢
77¢€
2,014
6,34¢
4,52¢
44,98¢

55,61¢
7,771
89¢
3,53¢
3,55¢

116,37:

14,63:
9,247
4,091

27,97(
1,68¢

10,10(

39,75¢

13,33!
62,84

443
76,61¢

116,37:

September 25, 201

$

11,26
14,35¢
5,51(
1,051
1,63¢
4,41
3,447
41,67¢

25,39:
4,76¢
741
34z
2,26
75,18:

12,01t
5,72%
2,98¢
20,72:
1,13¢
5,531
27,39:

10,66¢
37,16¢

(46)

$

47,79

75,18:



CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
(In millions, except number of shares which aréexdéd in thousands)

Accum-
ulated
Common Stock Cgrtltl];)erre- Total
hensive Share-
Retained Income/ holders’
Shares Amount Earnings (Loss) Equity
Balances as of September 27, 2008 888,32¢ $ 7,177 $ 15,12¢ $ (9 $22,29'
Components of comprehensive incor
Net income 0 0 8,23t 0 8,23t
Change in foreign currency translati 0 0 0 (14) ()]
Change in unrealized gains/losses on marketablegities, net of ta; 0 0 0 11¢ 11¢
Change in unrecognized gains/losses on derivaisteuments, net of
tax 0 0 0 (18) (18
Total comprehensive incon 8,321
Shar+based compensatic 0 707 0 0 707
Common stock issued under stock plans, net of shveitbheld for
employee taxe 11,48( 404 (17) 0 39:
Tax benefit from equity awards, including trangfeicing adjustment 0 (78) 0 0 (78)
Balances as of September 26, 2! 899,80¢ 8,21( 23,35 7 31,64(
Components of comprehensive incor
Net income 0 0 14,01 0 14,01
Change in foreign currency translati 0 0 0 7 7
Change in unrealized gains/losses on marketablgities, net of ta; 0 0 0 128 125
Change in unrecognized gains/losses on derivaisteuments, net of
tax 0 0 0 (2593 (259
Total comprehensive incon 13,89(
Sharebased compensatic 0 87¢ 0 0 87¢
Common stock issued under stock plans, net of shvaitbheld for
employee taxe 16,16+ 702 (297) 0 50€
Tax benefit from equity awards, including trangfeicing adjustment 0 87¢ 0 0 87¢
Balances as of September 25, 2! 915,97( 10,66¢ 37,16¢ (46) 47,79:
Components of comprehensive incor
Net income 0 0 25,92; 0 25,92;
Change in foreign currency translati 0 0 0 (12 (12
Change in unrealized gains/losses on marketablgities, net of tas 0 0 0 (41) (41)
Change in unrecognized gains/losses on derivatsteuments, net ¢
tax 0 0 0 542 542
Total comprehensive incon 26,41
Shar«-based compensatic 0 1,16¢ 0 0 1,16¢
Common stock issued under stock plans, net of shitbheld for
employee taxe 13,30 561 (250) 0 311
Tax benefit from equity awards, including trangfeicing adjustment 0 934 0 0 934
Balances as of September 24, 2| 929,27" $13,33: $ 62,84 $ 443 $76,61¢

See accompanying Notes to Consolidated Financiaé®ients.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)

Three years ended September 24, 2011
Cash and cash equivalents, beginning of the
Operating activities

Net income

Adjustments to reconcile net income to cash geadray operating activitie!

Depreciation, amortization and accret
Shar-based compensation expel
Deferred income tax expen
Changes in operating assets and liabilit
Accounts receivable, n
Inventories
Vendor no-trade receivable
Other current and ncurrent assel
Accounts payabl
Deferred revenu
Other current and necurrent liabilities
Cash generated by operating activi
Investing activities
Purchases of marketable securi
Proceeds from maturities of marketable secur
Proceeds from sales of marketable secur
Payments made in connection with business acauisitinet of cash acquir
Payments for acquisition of property, plant andigepent
Payments for acquisition of intangible ass
Other
Cash used in investing activiti
Financing activities
Proceeds from issuance of common si
Excess tax benefits from equity awa
Taxes paid related to net share settlement of yquiairds
Cash generated by financing activit

(Decrease)/increase in cash and cash equive
Cash and cash equivalents, end of the

Supplemental cash flow disclosu
Cash paid for income taxes, 1

2011 2010 2009
$ 1126 $ 5,26: $ 11.87¢
25,92: 14,01 8,23
1,81¢ 1,027 734
1,16¢ 87¢ 71C
2,86¢ 1,44( 1,04(
142 (2,147) (93¢)
27F (59€) 54
(1,93 (2,719 58¢
(1,39]) (1,610) (719
2,51¢ 6,307 92
1,65¢ 1,217 521
4,49t 77¢ (161)
37,52¢ 18,59t 10,15
(102,31) (57,799 (46,729
20,43 24,93( 19,79(
49,41¢ 21,78¢ 10,88¢
(244) (63€) 0
(4,260) (2,005) (1,144)
(3,197) (11€) (69)
(25€) (20) (175)
(40,41¢) (13,85/) (17,43.)
831 912 47E
1,13¢ 751 27¢
(520) (40€) (82)
1,444 1,257 662
(1,446) 5,99¢ (6,617)
$ 981t $ 11,26 $ 5,26:
$ 3,33t $ 2,697 $ 2,99

See accompanying Notes to Consolidated Financié®ients.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Summary of Significant Accounting Policies

Apple Inc. and its wholly-owned subsidiaries (colleely “Apple” or the “Company”)designs, manufactures, and markets m
communication and media devices, personal compuded portable digital music players, and sellsagety of related software, servic
peripherals, networking solutions, and thparty digital content and applications. The Compsaels its products worldwide through its re
stores, online stores, and direct sales force, @t ag through third-party cellular network carsiewholesalers, retailers and vakgde
resellers. In addition, the Company sells a variétthird-party iPhone, iPad, Mac, and iPod compatible prtedincluding application softwal
printers, storage devices, speakers, headphonesaaious other accessories and supplies throggbnitine and retail stores. The Comg
sells to consumers, small and mid-sized business@gation, enterprise and government customers.

Basis of Presentation and Preparation

The accompanying consolidated financial statemiertiside the accounts of the Company. Intercompampants and transactions have t
eliminated. The preparation of these consolidaiedntial statements in conformity with U.S. genlgralccepted accounting princip
(“GAAP") requires management to make estimates and assusiiat affect the amounts reported in these cmfaetl financial statemel
and accompanying notes. Actual results could diffiaterially from those estimates. Certain priorryaaounts in the consolidated finan
statements and notes thereto have been reclagsifehform to the current year’s presentation.

The Company'’s fiscal year is the 52 or 53-weekqekthat ends on the last Saturday of SeptemberCbinepanys fiscal years 2011, 2010 ¢
2009 ended on September 24, 2011, September 28,220 September 26, 2009, respectively, and indl&@eweeks each. An additional w
is included in the first fiscal quarter approximgtevery six years to realign fiscal quarters wittiendar quarters. Fiscal year 2012 will en
September 29, 2012, and will span 53 weeks, withith week added to the first quarter of 2012. Unletherwise stated, reference:
particular years or quarters refer to the Compafigtal years ended in September and the assoajataters of those fiscal years.

During the first quarter of 2011, the Company addpthe Financial Accounting Standard Board’s (“FASBew accounting standard
consolidation of variable interest entities. Theswaccounting standard eliminates the mandatorytgative approach in determining con
for evaluating whether variable interest entitiesedh to be consolidated in favor of a qualitativealgsis, and requires an ongo
reassessment of control over such entities. Thetamoof this new accounting standard did not inighe Companys consolidated financi
statements.

Revenue Recognition

Net sales consist primarily of revenue from the slhardware, software, digital content and appiins, peripherals, and service and suj
contracts. The Company recognizes revenue whengsve evidence of an arrangement exists, delivasyoccurred, the sales price is fixe
determinable, and collection is probable. Prodsicoinsidered delivered to the customer once ibkas shipped and title and risk of loss |
been transferred. For most of the Compangioduct sales, these criteria are met at the thmeproduct is shipped. For online sale
individuals, for some sales to education custonierthe U.S., and for certain other sales, the Caompdefers revenue until the custol
receives the product because the Company legatyneea portion of the risk of loss on these sdiaing transit. The Company recogni
revenue from the sale of hardware products, soétwandled with hardware that is essential to timetionality of the hardware, and thighty
digital content sold on the iTunes Store in accocgawith general revenue recognition accountinglgnée. The Company recognizes revi
in accordance with industry specific software acttimg guidance for the following types of salemactions: (i) standalone sales of soft\
products, (ii) sales of software upgrades andgaies of software bundled with hardware not esadntthe functionality of the hardware.
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The Company sells software and peripheral prodolstained from other companies. The Company geneesliablishes its own pricing &
retains related inventory risk, is the primary gbliin sales transactions with its customers, asdrmaes the credit risk for amounts billed t
customers. Accordingly, the Company generally recxgs revenue for the sale of products obtainewh fother companies based on the ¢
amount billed. For sales of third-party softwar@lagations for iPhone, iPad and iPod touch (“iO%ides”) and Macs made through the /
Store and the Mac App Store, the Company is noptheary obligor to users of the software, anddhparty developers determine the sel
price of their software. Therefore, the Companyoaats for such sales on a net basis by recognizigthe commission it retains from ei
sale and including that commission in net salefdénConsolidated Statements of Operations. Theégpmoof the sales price paid by users th
remitted by the Company to third-party developsnsat reflected in the Company’s Consolidated 8iatgs of Operations.

The Company records deferred revenue when it resgiayments in advance of the delivery of prodacthe performance of services. 1
includes amounts that have been deferred for uifggband specified software upgrade rights and-software services that are attache
hardware and software products. The Company séflsagds redeemable at its retail and online stoamd also sells gift cards redeemabl
the iTunes Store for the purchase of content aftdvae. The Company records deferred revenue upersale of the card, which is relie'
upon redemption of the card by the customer. Rexémm AppleCare service and support contracteferded and recognized over the ser
coverage periods. AppleCare service and supportrais typically include extended phone supporpaie services, webased suppc
resources and diagnostic tools offered under thragaoy’s standard limited warranty.

The Company records reductions to revenue for astichcommitments related to price protection andcisstomer incentive prograr
including reseller and end-user rebates, and othérs programs and volurbased incentives. The estimated cost of these gqmugn:
recognized in the period the Company has sold tbdyzt and committed to a plan. The Company alsords reductions to revenue
expected future product returns based on the Coyhpdnistorical experience. Revenue is recorded néas collected from customers
are remitted to governmental authorities, with ttdlected taxes recorded as current liabilitiesilumitted to the relevant governm
authority.

Revenue Recognition for Arrangements with Multipddiverables

For multi-element arrangements that include hardwaroducts containing software essential to thedware product functionality
undelivered software elements that relate to thelviiare product’s essential software, and undeliverensoftware services, the Compi
allocates revenue to all deliverables based om thkitive selling prices. In such circumstanche, Company uses a hierarchy to determin
selling price to be used for allocating revenuedétiverables: (i) vendor-specific objective evidernaf fair value (“VSOE"), (ii) thirdparty
evidence of selling price (“TPE”), and (iii) besdtienate of the selling price (‘"ESP™Y.SOE generally exists only when the Company sék
deliverable separately and is the price actualprgéd by the Company for that deliverable. ESHsaethe Company best estimates of wil
the selling prices of elements would be if theyeveold regularly on a stand-alone basis.

For sales of iPhone, iPad, Apple TV, for salesRafd touch beginning in June 2010, and for salédaaf beginning in June 2011, the Comg
has indicated it may from time-tone provide future unspecified software upgrades f@atures to the essential software bundled gatth o
these hardware products free of charge to custorBssential software for iOS devices includes i@8 eelated applications and for M
includes Mac OS X and iLife. In June 2011, the Campannounced it would provide various remftware services to owners of qualify
versions of iOS devices and Mac. The Company hexgtified up to three deliverables in arrangememisliving the sale of these devices.
first deliverable is the hardware and software m$aleto the functionality of the hardware devicelidered at the time of sale. The sec
deliverable is the embedded right included with pluechase of iOS devices, Mac and Apple TV to rez@n a when-and-#évailable basi
future unspecified software upgrades and featwlasimg to the product’s essential software. Thlth
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deliverable is the nomeftware services to be provided to qualifying i@rs of iOS devices and Mac. The Company allocaesnue betwet
these deliverables using the relative selling pnie¢hod. Because the Company has neither VSOE PBrfar these deliverables, the alloca
of revenue has been based on the Compa®BB8Ps. Amounts allocated to the delivered hardwaaik the related essential software
recognized at the time of sale provided the ottmrditions for revenue recognition have been met.odmts allocated to the embed
unspecified software upgrade rights and the notwsoé services are deferred and recognized ora@istiine basis over the estimated live:
each of these devices, which range from 24 to 4Bthso Cost of sales related to delivered hardwateralated essential software, incluc
estimated warranty costs, are recognized at the tifrsale. Costs incurred to provide rsmftware services are recognized as cost of sa
incurred, and engineering and sales and marketists @re recognized as operating expenses asedcurr

The Companys process for determining its ESP for deliverabl#ghout VSOE or TPE considers multiple factors tinaty vary depending up
the unique facts and circumstances related to deliverable. The Company believes its customemtigogarly consumers, would be reluct
to buy unspecified software upgrade rights relateDS devices, Mac and Apple TV. This view is paily based on the fact that unspeci
upgrade rights do not obligate the Company to pl®vipgrades at a particular time or at all, andatcspecify to customers which upgrade
features will be delivered. The Company also bekeits customers would be unwilling to pay a sigaiit amount for access to the non-
software services because other companies offatasiservices at little or no cost to users. Theref the Company has concluded that
were to sell upgrade rights or access to the saftware services on a standalone basis, incluttinge rights and services attached to
devices, Mac and Apple TV, the selling prices wobddrelatively low. Key factors considered by then@®any in developing the ESPs
software upgrade rights include prices chargedhgy@ompany for similar offerings, market trends poicing of Mac and iOS compatit
software, the Company’s historical pricing practiche nature of the upgrade rights (e.g., unsigelcéind when-and-i&vailable), and tt
relative ESP of the upgrade rights as comparetigddtal selling price of the product. The Compargy also consider, when appropriate,
impact of other products and services, includingeaiising services, on selling price assumptiongnvtieveloping and reviewing its ESPs
software upgrade rights and related deliverablé® Tompany may also consider additional factorammopriate, including the pricing
competitive alternatives if they exist and prodspecific business objectives. When relevant, timestactors are considered by the Com|
in developing ESPs for offerings such as the ndtwsoe services; however, the primary consideraitogeveloping ESPs for the neoftware
services is the estimated cost to provide suchiceover the estimated life of the related devigeduding consideration for a reason:
profit margin.

Beginning with the Company’s June 2011 announcemérthe upcoming release of the nsoftware services and Mac OS X Lion,
Company’s combined ESP for the unspecified softwggrade rights and the right to receive the software services are as follows: $16
iPhone and iPad, $11 for iPod touch, and $22 foc.M&e Company ESP for the embedded unspecified software upgigheincluded witl
each Apple TV is $5 for 2011 and $10 for fiscalngearior to 2011. Amounts allocated to the embeddespecified software upgrade rights

the non-software services associated with iOS d@svand Apple TV are recognized on a stralgig-basis over 24 months, and amo
allocated to the embedded unspecified softwareagggrights and the non-software services associgtadviacs are recognized on a straight-
line basis over 48 months.

The Companys ESP for the software upgrade right included weiélch iPhone sold beginning with the introductioriRtione in June 20i
through the Company’s second quarter of 2010 wéas B2ginning in April 2010 in conjunction with tf@ompanys announcement of iO¢S
for iPhone, the Company lowered its ESP for théwsre upgrade right included with each iPhone 0. 8eginning with initial sales of iPad
April 2010, the Company’s ESP for the embeddedasof upgrade right included with the sale of ed®ddiis $10, and the CompasESP fa
the embedded software upgrade right included vatthePod touch sold beginning in June 2010 is $5.

The Company accounts for multiple element arranggsnthat consist only of software or softwaedated products, including the sale
upgrades to previously sold software, in accordavitie industry specific
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software accounting guidance. For such transacti@venue on arrangements that include multiplmetds is allocated to each element b
on the relative fair value of each element, andviaiue is determined by VSOE. If the Company camuijectively determine the fair value
any undelivered element included in such multiglement arrangements, the Company defers revenilealirelements are delivered ¢
services have been performed, or until fair valaie abjectively be determined for any remaining linde2d elements. Beginning in July 20
the sale of certain upgrades to Mac OS X and Masiwes of iLife include when-and-dvailable upgrade rights for which the Company
not have VSOE. Therefore, beginning in July 2014 @ompany defers all revenue from the sale of umgao the Mac OS and Mac versi
of iLife and recognizes it ratably over 36 months.

Shipping Costs

For all periods presented, amounts billed to custsmelated to shipping and handling are class#i®edevenue, and the Companghippin
and handling costs are included in cost of sales.

Warranty Expense

The Company generally provides for the estimatest 0b hardware and software warranties at the timerelated revenue is recognized.
Company assesses the adequacy of itepising warranty liabilities and adjusts the amsuas necessary based on actual experienc
changes in future estimates.

Software Development Costs

Research and development costs are expensed aedthdDevelopment costs of computer software tedid, leased, or otherwise marketec
subject to capitalization beginning when a prodsit¢chnological feasibility has been establishedi @mding when a product is available
general release to customers. In most instancesCtimpanys products are released soon after technologiesitffity has been establish
Therefore, costs incurred subsequent to achievemimechnological feasibility are usually not sifigant, and generally most softw.
development costs have been expensed as incurred.

The Company did not capitalize any software devwelept costs during 2011 and 2010. In 2009, the Compapitalized $71 million of cos
associated with the development of Mac OS X Verdiom Snow Leopard (“Mac OS X Snow Leopardifich was released during the fol
quarter of 2009. The capitalized costs are beingrired to cost of sales on a straidjhe basis over a three year estimated usefulolifthe
underlying technology.

Total amortization related to capitalized softwdmselopment costs was $30 million, $48 million &5 million in 2011, 2010 and 20t
respectively.

Advertising Costs

Advertising costs are expensed as incurred. Adsirgiexpense was $933 million, $691 million and B58illion for 2011, 2010 and 20(
respectively.

Share-based Compensation

The Company recognizes expense related to diamed payment transactions in which it receivesl@ep services in exchange for (a) eq
instruments of the Company or (b) liabilities tla¢ based on the fair value of the enterpsigejuity instruments or that may be settled by
issuance of such equity instruments. Share-basegeasation cost for restricted stock units (“RSUs"measured based on the closing
market value of the Company’s common stock on #ie df grant. Sharbased compensation cost for stock options is ettunat the gra
date based on each option’s fair-value as calallbiethe Black-Scholes-Merton (“BSM”) optigricing model. The Company recogni
share-based compensation cost as expense ratablgtoaight-line
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basis over the requisite service period. The Companognizes a benefit from shdrsased compensation in the Consolidated Statemé
Shareholders’ Equity if an incremental tax bendditrealized. In addition, the Company recognizes itdirect effects of shafgase:
compensation on research and development tax srefditeign tax credits and domestic manufacturieglugtions in the Consolidat
Statements of Operations. Further information reiggr share-based compensation can be found in 8lot8hareholders’ Equity and Share-
based Compensation” of this Form 10-K.

Income Taxes

The provision for income taxes is computed usirggahset and liability method, under which defeteedassets and liabilities are recogn
for the expected future tax consequences of termpadifferences between the financial reporting tadbases of assets and liabilities, an:
operating losses and tax credit carryforwards. Defetax assets and liabilities are measured usi@gurrently enacted tax rates that app
taxable income in effect for the years in whichshdax assets are expected to be realized ordsefite Company records a valua
allowance to reduce deferred tax assets to the mintioat is believed more likely than not to be ized.

The Company recognizes the tax benefit from an m@icetax position only if it is more likely tharohthe tax position will be sustained
examination by the taxing authorities, based ontdlsnical merits of the position. The tax beneaféisognized in the financial statements f
such positions are then measured based on thestdrgeefit that has a greater than 50% likelihobldeing realized upon settlement. See |
5, “Income Taxes” of this Form 10-K for additionaformation.

Earnings Per Common Share

Basic earnings per common share is computed bgidiyincome available to common shareholders byabightedaverage number of sha
of common stock outstanding during the period. iduearnings per common share is computed by diyidticome available to comm
shareholders by the weightesterage number of shares of common stock outstgrilining the period increased to include the nundi
additional shares of common stock that would hasenboutstanding if the potentially dilutive sedesthad been issued. Potentially dilu
securities include outstanding stock options, shéwebe purchased under the employee stock purgiaseand unvested RSUs. The dilu
effect of potentially dilutive securities is refted in diluted earnings per common share by appicaf the treasury stock method. Under
treasury stock method, an increase in the fair etavialue of the Company’common stock can result in a greater dilutiveafffron
potentially dilutive securities.

The following table sets forth the computation etz and diluted earnings per common share fothitee years ended September 24, 201
thousands, except net income in millions and paresamounts):

2011 2010 2009
Numerator:
Net income $ 25,92 $ 14,01 $ 8,23t
Denominator
Weightec-average shares outstand 924,25t 909,46: 893,01¢
Effect of dilutive securitie 12,38 15,25! 13,98¢
Weightec-average diluted shar 936,64 924,71. 907,00!
Basic earnings per common sh $ 28.0% $ 15.41 $ 9.22
Diluted earnings per common shi $ 27.6¢ $ 15.1f $ 9.0¢

Potentially dilutive securities representing 1.7liona, 1.6 million and 12.6 million shares of commastock for 2011, 2010 and 20
respectively, were excluded from the computatiodibfted earnings per common share for these petetause their effect would have t
antidilutive.
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Financial Instruments
Cash Equivalents and Marketable Securities

All highly liquid investments with maturities of ide months or less at the date of purchase arsifet@sas cash equivalents. The Company’
marketable debt and equity securities have beessifiled and accounted for as availablegate. Management determines the approj
classification of its investments at the time ofghiase and reevaluates the designations at eaahcleatheet date. The Company classifit
marketable debt securities as either short-tertory-term based on each instrumentnderlying contractual maturity date. Marketadbédy
securities with maturities of 12 months or less@dassified as shoterm and marketable debt securities with maturigiesater than 12 mont
are classified as long-term. The Company classifsegnarketable equity securities, including mutfuadds, as either short-term or loteg+r
based on the nature of each security and its diiityafor use in current operations. The Compangiarketable debt and equity securities
carried at fair value, with the unrealized gaing &osses, net of taxes, reported as a componestiasEholdersequity. The cost of securiti
sold is based upon the specific identification rodth

Derivative Financial Instrument
The Company accounts for its derivative instrumastgither assets or liabilities and carries thefaiavalue.

For derivative instruments that hedge the exposmreariability in expected future cash flows thaé alesignated as cash flow hedges
effective portion of the gain or loss on the detia instrument is reported as a component of acdated other comprehensive incc
(*AOCI") in shareholders’equity and reclassified into income in the samdogepr periods during which the hedged transactffect:
earnings. The ineffective portion of the gain osdmn the derivative instrument, if any, is recagdiin current income. To receive he
accounting treatment, cash flow hedges must bdyhiffective in offsetting changes to expected fatoash flows on hedged transactions
options designated as cash flow hedges, chandhs time value are excluded from the assessmdredde effectiveness and are recogniz
income. For derivative instruments that hedge t#posure to changes in the fair value of an assetl@bility and that are designated as
value hedges, both the net gain or loss on theatere instrument as well as the offsetting gairloss on the hedged item attributable tc
hedged risk are recognized in earnings in the nuperiod. The Company had no fair value hedgedil, 2010 and 2009. The net gain or
on the effective portion of a derivative instrum#mt is designated as an economic hedge of tleggfocurrency translation exposure of the
investment in a foreign operation is reported i@ $ame manner as a foreign currency translatiamstdgnt. For forward exchange contr
designated as net investment hedges, the Compathydes changes in fair value relating to changeénforward carry component from
definition of effectiveness. Accordingly, any gaimslosses related to this component are recognizedrrent income. Derivatives that do
qualify as hedges must be adjusted to fair valuautjh current income.

Allowance for Doubtful Accounts

The Company records its allowance for doubtful aot® based upon its assessment of various factbes.Company considers histori
experience, the age of the accounts receivablentada credit quality of the Compasytustomers, current economic conditions, and
factors that may affect customers’ ability to pay.

Inventories

Inventories are stated at the lower of cost, coegbuising the first-in, firsbut method, or market. If the cost of the invergsrexceeds tht
market value, provisions are made currently for difeerence between the cost and the market valbhe. Companys inventories consi
primarily of components and finished goods forpatiods presented.
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Property, Plant and Equipment

Property, plant and equipment are stated at cagtrdziation is computed by use of the stralgtg-method over the estimated useful live
the assets, which for buildings is the lesser of/@&ars or the remaining life of the underlying Huib, up to five years for equipment, and
shorter of lease terms or ten years for leasehofgfdvements. The Company capitalizes eligible ctstacquire or develop internabe
software that are incurred subsequent to the pirgdig project stage. Capitalized costs relatechterhaluse software are amortized using
straightline method over the estimated useful lives ofabgets, which range from three to five years. D@gtien and amortization expense
property and equipment was $1.6 billion, $815 milland $606 million during 2011, 2010 and 2009 eesvely.

Long-Lived Assets Including Goodwill and Other Acqured Intangible Assets

The Company reviews property, plant and equipmedtcertain identifiable intangibles, excluding gadlt for impairment. Longlived asset
are reviewed for impairment whenever events or gharin circumstances indicate the carrying amotiranoasset may not be recovers
Recoverability of these assets is measured by casgpeof their carrying amounts to future undisceahcash flows the assets are expect
generate. If property, plant and equipment andageitentifiable intangibles are considered to iog@aired, the impairment to be recogni
equals the amount by which the carrying value & #ssets exceeds its fair market value. The Compahyot record any significa
impairments during 2011, 2010 and 2009.

The Company does not amortize goodwill and intalegédssets with indefinite useful lives, rather sadsets are required to be testec
impairment at least annually or sooner wheneventver changes in circumstances indicate that $lseta may be impaired. The Comg
performs its goodwill and intangible asset impainmgests in the fourth quarter of each fiscal y@dre Company did not recognize
goodwill or intangible asset impairment charge20i1, 2010 and 2009. The Company established iagarhits based on its current repor
structure. For purposes of testing goodwill for arment, goodwill has been allocated to these tempunits to the extent it relates to e
reporting unit.

The Company amortizes its intangible assets wifinie lives over their estimated useful lives aediews these assets for impairment.
Company is currently amortizing its acquired inthitg assets with definite lives over periods gelheranging between three to seven years.

Fair Value Measurements

The Company applies fair value accounting for iméificial assets and liabilities and niimancial assets and liabilities that are recogiat
disclosed at fair value in the financial statementsa recurring basis. The Company defines fawevas the price that would be received 1
selling an asset or paid to transfer a liabilityaim orderly transaction between market participabthe measurement date. When determ
the fair value measurements for assets and ligsilitvhich are required to be recorded at fair @athe Company considers the principe
most advantageous market in which the Company wdanaldsact and the markbased risk measurements or assumptions that r
participants would use in pricing the asset oriliigh such as risks inherent in valuation techréqutransfer restrictions and credit risk.
value is estimated by applying the following hietar, which prioritizes the inputs used to measuaie falue into three levels and bases
categorization within the hierarchy upon the lowesel of input that is available and significaotthe fair value measurement:

Level 1- Quoted prices in active markets for identicaksssr liabilities.

Level 2— Observable inputs other than quoted prices in aatiarkets for identical assets and liabilities, tgdgorices for identical or simil
assets or liabilities in inactive markets, or otimguts that are observable or can be corroboitayeabservable market data for substantially
full term of the assets or liabilities.
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Level 3— Inputs that are generally unobservable and tiigicaflect managemerd’ estimate of assumptions that market participantsd us:
in pricing the asset or liability.

The Companys valuation techniques used to measure the fairevaf money market funds and certain marketablétyegecurities wet
derived from quoted prices in active markets fa@niical assets or liabilities. The valuation tecjugis used to measure the fair value of all «
financial instruments, all of which have countetjgar with high credit ratings, were valued basedganted market prices or model dri
valuations using significant inputs derived fromcorroborated by observable market data.

In accordance with the fair value accounting regmients, companies may choose to measure eligitdadial instruments and certain o
items at fair value. The Company has not electeddhr value option for any eligible financial instents.

Foreign Currency Translation and Remeasurement

The Company translates the assets and liabilifils aonU.S. dollar functional currency subsidiaries intcsUdollars using exchange rate
effect at the end of each period. Revenue and eegsdior these subsidiaries are translated usieg that approximate those in effect during
period. Gains and losses from these translatioegeognized in foreign currency translation ineldldn accumulated other comprehen
income in shareholders’ equity. The Compangubsidiaries that use the U.S. dollar as theictianal currency remeasure monetary asset
liabilities at exchange rates in effect at the ehdach period, and inventories, property, and rmmetary assets and liabilities at historical ri
Gains and losses from these remeasurements wagrifitant and have been included in the Compangsslilts of operations.

Segment Information

The Company reports segment information based erirttanagementépproach. The management approach designatesténeainreportin
used by management for making decisions and aesgegsiformance as the source of the Compmamgportable segments. Information al
the Company’s products, major customers and gebgrapeas on a company-wide basis is also disclosed
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Note 2 — Financial Instruments
Cash, Cash Equivalents and Marketable Securities

The following tables summarize the Company’s casth available-for-sale securitieatjusted cost, gross unrealized gains, gross lree
losses and fair value by significant investmengégaty recorded as cash and cash equivalents drtehior or longterm marketable securities
of September 24, 2011 and September 25, 2010 (fioms):

September 24, 201

Short- Long-Term
Term
Unrealized Unrealized Cash and Marketable Marketable
Adjusted Fair Cash
Cost Gains Losses Value Equivalents Securities Securities
Cash $ 2,90¢ $ 0 $ 0 $ 2,90¢ $ 2,90: $ 0 $ 0
Level 1:
Money market fund 1,911 0 0 1,911 1,911 0 0
Mutual funds 1,227 0 (34) 1,19: 0 1,19: 0
Subtotal 3,13¢ 0 (34 3,104 1,911 1,19¢ 0
Level 2:
U.S. Treasury securitie 10,713 39 (©)] 10,75: 1,25( 2,14¢ 7,35¢
U.S. agency securitie 13,467 24 3 13,48¢ 22t 1,81¢ 11,44¢
Non-U.S. government securitit 5,55¢ 11 2 5,56¢ 551 1,54¢ 3,46¢
Certificates of deposit and time
deposits 4,17¢ 2 2 4,17¢ 72€ 977 2,47(
Commercial pape 2,85: 0 0 2,85: 2,23 61€ 0
Corporate securitie 35,24 132 (114 35,25¢ 10 7,241 28,00¢
Municipal securitie! 3,411 56 0 3,467 0 59k 2,872
Subtotal 75,42% 264 (124 75,56 5,001 14,94« 55,61¢
Total $81,46¢ $ 264 $  (15%) $81,57( $ 9,81f $ 16,137 $ 55,61¢
September 25, 2011
Short- Long-Term
Term
Unrealized Unrealized Cash and Marketable Marketable
Adjusted Fair Cash
Cost Gains Losses Value Equivalents Securities Securities
Cash $ 1,69( $ 0 $ 0 $ 1,69(C $ 1,69C $ 0 $ 0
Level 1:
Money market fund 2,75:% 0 0 2,753 2,75:% 0 0
Level 2:
U.S. Treasury securitie 9,87 42 0 9,91« 2,571 2,13( 5,21
U.S. agency securitie 8,71i 1C 0 8,721 1,91¢ 4,33¢ 2,472
Non-U.S. government securitit 2,64¢ 13 0 2,661 10 86& 1,78¢
Certificates of deposit and time
deposits 2,73¢ 5 Q) 2,73¢ 374 85C 1,51¢
Commercial pape 3,16¢ 0 0 3,16¢ 1,88¢ 1,27¢ 0
Corporate securitie 17,34¢ 10z 9 17,44 58 4,52 12,86:
Municipal securitie: 1,89¢ 19 (1) 1,915 0 374 1,54:
Subtotal 46,38¢ 191 (172) 46,56¢ 6,81¢ 14,35¢ 25,391
Total $50,83: $ 191 $ 1) $51,01! $ 11,26: $ 14,35¢ $ 25,39
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The net unrealized gains as of September 24, 20d ISeptember 25, 2010 related primarily to léeign marketable securities. The Comg
may sell certain of its marketable securities ptiotheir stated maturities for strategic reasocfuding, but not limited to, anticipation of crt
deterioration and duration management. The Compaengnized net realized gains of $110 million dgr2®11 and no significant net reali
gains or losses during 2010 and 2009 related th sates. The maturities of the Company’s Iéeign marketable securities generally re
from one year to five years.

As of September 24, 2011 and September 25, 20b8sgmrealized losses related to individual sdearihat had been in a continuous
position for 12 months or longer were not significa

The Company considers the declines in market valits marketable securities investment portfobdoe temporary in nature. The Comp
typically invests in highly-rated securities, and policy generally limits the amount of credit espre to any one issuer. The Company’
investment policy requires investments to genefadlynvestment grade, with the primary objectivenafiimizing the potential risk of princig
loss. Fair values were determined for each indafickecurity in the investment portfolio. When ewing the investments for other-than-
temporary impairment, the Company reviews factoichsas the length of time and extent to which Vailue has been below cost basis,
financial condition of the issuer and any chandesdto, and the Compamsyintent to sell, or whether it is more likely thant it will be
required to sell, the investment before recoveryhef investmens amortized cost basis. During 2011, 2010 and 20@ Company did n
recognize any significant impairment charges. ASeptember 24, 2011, the Company does not conaigeof its investments to be other-
than-temporarily impaired.

Derivative Financial Instruments

The Company uses derivatives to partially offsebitisiness exposure to foreign currency exchasgge The Company may enter into fore
currency forward and option contracts to offset sarhthe foreign exchange risk on expected futaghdlows on certain forecasted reve
and cost of sales, on net investments in certagido subsidiaries, and on certain existing assedsliabilities.

To help protect gross margins from fluctuationsareign currency exchange rates, certain of the @omw’s subsidiaries whose functio
currency is the U.S. dollar hedge a portion of ¢dasted foreign currency revenue. The Compasybsidiaries whose functional currency is
the U.S. dollar and who sell in local currenciesyrhaedge a portion of forecasted inventory purchasg#sdenominated in the subsidiaries’
functional currencies. The Company typically hedgesions of its forecasted foreign currency expesassociated with revenue and inver
purchases generally up to six months.

To help protect the net investment in a foreignrapien from adverse changes in foreign currencyharge rates, the Company may enter
foreign currency forward and option contracts tfseff the changes in the carrying amounts of thesestments due to fluctuations in fore
currency exchange rates.

The Company may also enter into foreign curreneywéod and option contracts to partially offset fbeeign currency exchange gains
losses generated by the re-measurement of cega@isaand liabilities denominated in Monctional currencies. However, the Company
choose not to hedge certain foreign currency exghaxposures for a variety of reasons including nloti limited to, accounting consideratir
and the prohibitive economic cost of hedging patéc exposures. There can be no assurance the hadyeffset more than a portion of 1
financial impact resulting from movements in foreigurrency exchange rates.

The Company records all derivatives on the Conat#id Balance Sheets at fair value. The Compaagtounting policies for these instrum
are based on whether the instruments are desigaatbddge or nohedge instruments. The effective portions of cémi hedges are record
in AOCI until the hedged item is recognized in éags. The effective portions of net investment reigre recorded in other compreher
income as a part of the cumulative translation stdjent. The ineffective portions of cash flow heslgad net
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investment hedges are recorded in other incomeeapdnse. Derivatives that are not designated agitgdnstruments are adjusted to
value through earnings in the financial statemieret item the derivative relates to.

The Company had a net deferred gain associatedoagth flow hedges of approximately $290 million andet deferred loss associated
cash flow hedges of approximately $252 million, méttaxes, recorded in AOCI as of September 24,128fd September 25, 20
respectively. Deferred gains and losses assocwgtaccash flow hedges of foreign currency revenigeracognized as a component of net !
in the same period as the related revenue is rézedinand deferred gains and losses related to flmshhedges of inventory purchases
recognized as a component of cost of sales indheegeriod as the related costs are recognizedta&lally all of the Compang’hedge
transactions as of September 24, 2011 are exptrteztur within six months.

Derivative instruments designated as cash flow éedgust be ddesignated as hedges when it is probable the fetextdnedged transact
will not occur in the initially identified time pi&rd or within a subsequent twaenth time period. Deferred gains and losses in A@&¥Sociate
with such derivative instruments are reclassifieoinediately into other income and expense. Any syeset changes in fair value of si
derivative instruments are reflected in other inecand expense unless they arelesignated as hedges of other transactions. The&uondic
not recognize any significant net gains or losséated to the loss of hedge designation on diseoet cash flow hedges during 2011, 201C
2009.

The Companys unrealized net gains and losses on net investheglges, included in the cumulative translatiorustiient account of AOC
were not significant as of September 24, 2011 aspte3nber 25, 2010, respectively. The ineffectivetipes and amounts excluded from
effectiveness test of net investment hedges amrded in other income and expense.

The Company recognized in other income and expanset loss of $158 million, $123 million and $138lion on foreign currency forwal
and option contracts not designated as hedgingumsints during 2011, 2010 and 2009, respectiveigs& amounts represent the net ga
loss on the derivative contracts and do not inclcitkenges in the related exposures, which geneséfiet a portion of the gain or loss on
derivative contracts.

The following table summarizes the notional prirdipmounts of the Comparsyoutstanding derivative instruments and credit asount
associated with outstanding or unsettled derivatisguments as of September 24, 2011 and Septe2bb@010 (in millions):

2011 2010
Credit Risk Credit Risk
Notional Notional
Principal Amounts Principal Amounts
Instruments qualifying as accounting hed
Foreign exchange contrac $13,70¢ $ 537 $13,957 $ 62
Instruments other than accounting hedy
Foreign exchange contrac $ 9,891 $ 56 $10,727 $ 45

The notional principal amounts for outstanding itive instruments provide one measure of the &etitn volume outstanding and do
represent the amount of the Company’s exposureetditcor market loss. The credit risk amounts repné the Compang’gross exposure
potential accounting loss on derivative instrumehés are outstanding or unsettled if all counteiga failed to perform according to the te
of the contract, based on then-current currenchaxge rates at each respective date. The Congpgmyss exposure on these transactions
be further mitigated by collateral received fronrtam counterparties. The Compasyexposure to credit loss and market risk will vawg!
time as a function of currency exchange rates.cdigih the table above reflects the notional princima credit risk amounts of the Company’
foreign exchange instruments, it does not refleetdains or losses associated with the exposutesamsactions that the foreign
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exchange instruments are intended to hedge. Ther@maltimately realized upon settlement of thésarfcial instruments, together with
gains and losses on the underlying exposuresdeflend on actual market conditions during the remgilife of the instruments.

The Company generally enters into master nettinangements, which reduce credit risk by permittieg settlement of transactions with
same counterparty. To further limit credit riske tBompany generally enters into collateral secaitangements that provide for collater:
be received or posted when the net fair value dhgefinancial instruments fluctuates from conteedly established thresholds. The Comg
presents its derivative assets and derivativeliigsi at their gross fair values. As of Septemb&r2011, the Company received cash colle
related to the derivative instruments under itdatetal security arrangements of $288 million, whit recorded as accrued expenses ii
Consolidated Balance Sheet. As of September 250,20 Company posted cash collateral related ¢odgrivative instruments under
collateral security arrangements of $445 milliomieh it recorded as other current assets in thes@latated Balance Sheet. The Compan)
not have any derivative instruments with cradik related contingent features that would requiréo post additional collateral as
September 24, 2011 or September 25, 2010.

The following tables summarize the gross fair valithe Companys derivative instruments as reflected in the Cadatéd Balance Sheets
of September 24, 2011 and September 25, 2010 (fioms):

September 24, 201

Fair Value of Fair Value of
Derivatives Derivatives Not
Designated as Designated as Total
Hedge Instrument Hedge Instruments Fair Value
Derivative assets (a
Foreign exchange contrac $ 46( $ 56 $ b5i€
Derivative liabilities (b):
Foreign exchange contrac $ 72 $ 37 $ 10¢
September 25, 201
Fair Value of Fair Value of
Derivatives Derivatives Not
Designated as Designated as Total
Hedge Instruments Hedge Instrumente Fair Value
Derivative assets (a
Foreign exchange contrau $ 62 $ 45 $ 107
Derivative liabilities (b):
Foreign exchange contrau $ 48¢ $ 11¢ $ 60€

(&) The fair value of derivative assets is measuredgukevel 2 fair value inputs and is recorded azotlurrent assets in the Consolidi
Balance Sheet

(b) The fair value of derivative liabilities is measdresing Level 2 fair value inputs and is recordedecrued expenses in the Consolic
Balance Sheet
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The following table summarizes the pre-tax effddhe Companys derivative instruments designated as cash flahngt investment hedges
the consolidated financial statements for the yeated September 24, 2011 and September 25, 20dlijons):

Year Ended
Gains/(Losses) Recognized i Gains/(Losses) Reclassified from AOC Gains/(Losses) Recognize- Ineffective Portion and
OCI - Effective Portion (c) into Income - Effective Portion (c) Amount Excluded from Effectiveness Testing
September 24 September 2E September 2E September 24 September 2E
September 24
2011 2010 2011 (a) 2010 (b) Location 2011 2010
Cash flow hedge:
Foreign
exchang Other income and
contracts $ 152 $ (267, $ (704 $ 11& expenst $ (213; $ (175,
Net investmen
hedges
Foreign
exchang Other income and
contracts (43 (41) 0 0 expense 1 1
Total $ 11C $ (308) $ (704) $ 11F $ (212) $ (174)

(@) Includes gains/(losses) reclassified from AOCI iimoome for the effective portion of cash flow hedgof which $(349) million ar
$(355) million were recognized within net sales @odt of sales, respectively, within the ConsobdaStatement of Operations for
year ended September 24, 2011. There were no ameeriassified from AOCI into income for the effget portion of net investme
hedges for the year ended September 24, -

(b) Includes gains/(losses) reclassified from AOCI iimcome for the effective portion of cash flow hedgof which $158 million and $(«
million were recognized within net sales and cdskales, respectively, within the Consolidated &tagnt of Operations for the y:
ended September 25, 2010. There were no amoutéssdied from AOCI into income for the effectivention of net investment hedc
for the year ended September 25, 2(

(c) Refer to Note 6“Shareholder Equity and Sha-based Compensati” of this Form 1-K, which summarizes the activity in AOCI rela
to derivatives

Accounts Receivable
Trade Receivables

The Company has considerable trade receivablesaadiag with its third-party cellular network cas, wholesalers, retailers, valadde«
resellers, small and misized businesses, and education, enterprise anerrgoent customers. The Company generally does aupire
collateral from its customers; however, the Compeaillrequire collateral in certain instances tmi credit risk. In addition, when possit
the Company attempts to limit credit risk on tradeeivables with credit insurance for certain costts or by requiring thirgrarty financing
loans or leases to support credit exposure. Theshkt-dinancing arrangements are directly betwdenthirdparty financing company and 1
end customer. As such, the Company generally doeassume any recourse or credit risk sharinga@let any of these arrangements.

As of September 24, 2011, there were no custorhatsatcounted for 10% or more of the Compangtal trade receivables. Trade receive
from two of the Company’s customers accounted & Bnd 12% of total trade receivables as of Septe@b, 2010. The Comparsytellula
network carriers accounted for 52% and 64% of tradeivables as of September 24, 2011 and Septe2Bb8010, respectively. The additi
and write-offs to the Company’s allowance for déub&ccounts during 2011, 2010 and 2009 were mptificant.
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Vendor Non-Trade Receivables

The Company has ndanade receivables from certain of its manufactuvegdors resulting from the sale of componentfiésé¢ manufacturit
vendors who manufacture saBsemblies or assemble final products for the Compehe Company purchases these components difeaih
suppliers. Vendor non-trade receivables from twdhef Company’s vendors accounted for 53% and 29%taf nontrade receivables as
September 24, 2011 and vendor non-trade receivditdes two of the Company’s vendors accounted fo%58nd 24% of total notrade
receivables as of September 25, 2010. The Compaey ot reflect the sale of these components isales and does not recognize any pi
on these sales until the related products arelgotie Company, at which time any profit is recagui as a reduction of cost of sales.

Note 3 — Consolidated Financial Statement Details

The following tables show the Compasytonsolidated financial statement details as qftedeber 24, 2011 and September 25, 201
millions):

Property, Plant and Equipment

2011 2010
Land and building: $ 2,05¢ $ 1,471
Machinery, equipment and inter-use softwart 6,92¢ 3,58¢
Office furniture and equipmel 184 144
Leasehold improvemen 2,59¢ 2,03(

Gross property, plant and equipm 11,76¢ 7,23¢
Accumulated depreciation and amortizat 3,991 2,46¢€

Net property, plant and equipme $ 7,771 $ 4,76¢
Accrued Expenses

2011 2010

Deferred margin on component sg $ 2,03¢ $ 663
Accrued warranty and related co 1,24C 761
Accrued taxe: 1,14( 65¢
Accrued marketing and selling expen 59¢ 39¢€
Accrued compensation and employee ben 59C 43€
Other current liabilitie: 3,641 2,80¢

Total accrued expens $ 9,247 $ 5,72:
Non-Current Liabilities

2011 2010

Deferred tax liabilities $ 8,15¢ $ 4,30(
Other nol-current liabilities 1,941 1,231

Total other no-current liabilities $10,10( $ 5,53
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Note 4 — Goodwill and Other Intangible Assets

The Company is currently amortizing its acquirethingible assets with definite lives over periodsegally ranging between three to se
years. The following table summarizes the compaehgross and net intangible asset balances 8gmttmber 24, 2011 and Septembe
2010 (in millions):

2011 2010
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amount Amortization Amount

Definite lived and amortizable acquired intangiassets $3,87: $ (437) $3,43¢ $ 487 $ (245) $ 24z
Indefinite lived and nc-amortizable trademar} 10C 0 10C 10C 0 10C

Total acquired intangible asst $3,97¢ $ (437) $3,53¢ $ 587 $ (245) $ 34z

During 2011 and 2010, the Company completed varmusiness acquisitions. In 2011, the aggregate cassideration, net of cash acqui
was $244 million, of which $167 million was alloedtto goodwill and $77 million to acquired intangilassets. In 2010, the aggregate
consideration, net of cash acquired, was $638anillof which $535 million was allocated to goodveitid $107 million to acquired intangi
assets.

During 2011, the Company, as part of a consortiacguired Nortel Networks Corporati@npatent portfolio for an overall purchase pric
$4.5 billion, of which the Compang’contribution was approximately $2.6 billion. Timajority of the acquisition price has been recorih
acquired intangible assets, which the Company dégge@amortize over seven years. The Departmedustice is reviewing this transaction.

The Companys gross carrying amount of goodwill was $896 milliand $741 million as of September 24, 2011 andeBdper 25, 201
respectively. The Company did not have any goodwilairment during 2011, 2010 or 2009. The Compsuggodwill is allocated primarily
the Americas and Europe reportable operating setgmen

Amortization expense related to acquired intang#ssets was $192 million, $69 million and $53 millin 2011, 2010 and 2009, respectiv
As of September 24, 2011 the weightackrage amortization period for acquired intangiabsets was 6.2 years. The expected a
amortization expense related to acquired intangibiets as of September 24, 2011, is as followsi{lions):

Years
2012 $ 52C
2013 59¢€
2014 60¢&
2015 441
2016 42¢€
Thereaftel 84t
Total $3,43¢
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Note 5 — Income Taxes
The provision for income taxes for the three yearded September 24, 2011, consisted of the folig\immillions):

2011 2010 2009
Federal:
Current $3,88¢ $2,15( $1,92:
Deferred 2,99¢ 1,67¢ 1,077
6,88 3,82¢ 2,99¢
State:
Current 762 65E 524
Deferred 37 (115) (2
79¢ 54( 522
Foreign:
Current 76¢< 282 34t
Deferred (167) (121) (35)
602 161 31C
Provision for income taxe $8,28° $4,527 $3,831

The foreign provision for income taxes is basedfarign pretax earnings of $24.0 billion, $13.0ibil and $6.6 billion in 2011, 2010 &
2009, respectively. The Compasytonsolidated financial statements provide for egigted tax liability on amounts that may be reptgd
aside from undistributed earnings of certain of @@npanys foreign subsidiaries that are intended to befinidely reinvested in operatio
outside the U.S. As of September 24, 2011, U.Snretaxes have not been provided on a cumulatied @b $23.4 billion of such earning
The amount of unrecognized deferred tax liabililated to these temporary differences is estimatée approximately $8.0 billion.

As of September 24, 2011 and September 25, 2003 $bllion and $30.8 billion, respectively, of t@mpanys cash, cash equivalents
marketable securities were held by foreign subs&izand are generally based in U.S. dallanominated holdings. Amounts held by for
subsidiaries are generally subject to U.S. inccemation on repatriation to the U.S.

Deferred tax assets and liabilities reflect the&f of tax losses, credits, and the future inctareeffects of temporary differences betweer
consolidated financial statement carrying amouhtsxesting assets and liabilities and their respectax bases and are measured using er
tax rates that apply to taxable income in the yaavghich those temporary differences are expetudik recovered or settled.
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As of September 24, 2011 and September 25, 20&0significant components of the Compangeferred tax assets and liabilities wert
millions):

2011 2010
Deferred tax asset

Accrued liabilities and other reserv $ 1,61( $ 1,36¢
Basis of capital assets and investm 39C 17¢
Shar-based compensatic 35E 30¢
Other 79E 707
Total deferred tax asse 3,15( 2,56:
Less valuation allowanc 0 0
Deferred tax assets, net of valuation allowe 3,15( 2,56:

Deferred tax liabilities
Unremitted earning of foreign subsidiar 8,89¢ 4,97¢
Other 272 15C
Total deferred tax liabilitie 9,16¢ 5,12¢
Net deferred tax liabilitie $(6,01¢) $(2,56¢€)

A reconciliation of the provision for income taxegith the amount computed by applying the statufederal income tax rate (35% in 2C
2010 and 2009) to income before provision for inedaxes for the three years ended September 24, B04s follows (in millions):

2011 2010 2009

Computed expected t: $11,97: $ 6,48¢ $ 4,22:
State taxes, net of federal eff 552 351 33¢
Indefinitely invested earnings of foreign subsidgia (3,899¢) (2,12%) (647)
Research and development credit, (267 (23) (84)
Domestic production activities deducti (16€) (48) (36)
Other (9) (117 36
Provision for income taxe $ 8,28:¢ $ 4,52i $ 3,831
Effective tax rate 24.2% 24.4% 31.8%

The Companys income taxes payable have been reduced by tHeeteefits from employee stock plan awards. Forkstptions, the Compal
receives an income tax benefit calculated as tfierdhce between the fair market value of the sieslied at the time of the exercise anc
option price, tax effected. For RSUs, the Compaggeives an income tax benefit upon the aveardsting equal to the tax effect of
underlying stocks fair market value. The Company had net excesbémefits from equity awards of $1.1 billion, $74gllion and $24
million in 2011, 2010 and 2009, respectively, whictre reflected as increases to common stock.

Uncertain Tax Positions

Tax positions are evaluated in a tat@p process. The Company first determines whéthgmore likely than not that a tax position whi
sustained upon examination. If a tax position méstsmore-likely-thamot recognition threshold it is then measured teiheine the amou
of benefit to recognize in the financial statemeffitee tax position is measured as the largest atrafurenefit that is greater than 50% likel
being realized upon ultimate settlement. The Compdassifies gross interest and penalties and ogrézed tax benefits that are not expe
to result in payment or receipt of cash within gear as non-current liabilities in the ConsolidaBadance Sheets.
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As of September 24, 2011, the total amount of guosgcognized tax benefits was $1.4 billion, of ebh$563 million, if recognized, wot
affect the Company’ effective tax rate. As of September 25, 2010,t¢h@ amount of gross unrecognized tax benefits $243 million, ¢
which $404 million, if recognized, would affect t@®mpany’s effective tax rate.

The aggregate changes in the balance of gross agmeed tax benefits, which excludes interest aadatiies, for the three years en
September 24, 2011, is as follows (in millions):

2011 2010 2009
Beginning Balanc: $ 94: 971 $ 50¢€
Increases related to tax positions taken duringca pear 49 61 341
Decreases related to tax positions taken duringoa year (39 (224 (29
Increases related to tax positions taken duringthieent yea 42¢ 24C 151
Decreases related to settlements with taxing aitithe 0 (102) 0
Decreases related to expiration of statute of #itiuns (3 3 3
Ending Balanct $ 1,37 $ 94 $ 97

The Company includes interest and penalties reltathrecognized tax benefits within the provisfonincome taxes. As of September
2011 and September 25, 2010, the total amountasisgnterest and penalties accrued was $261 maiwh$247 million, respectively, whict
classified as nowurrent liabilities in the Consolidated Balance &keln connection with tax matters, the Compaipgeized interest exper
in 2011 and 2009 of $14 million and $64 millionspectively, and in 2010 the Company recognizedhtarest benefit of $43 million.

The Company is subject to taxation and files incdanereturns in the U.S. federal jurisdiction andmnany state and foreign jurisdictions.
U.S. federal income tax purposes, all years poa2a04 are closed. The Internal Revenue Serviee“(S”) has completed its field audit
the Companys federal income tax returns for the years 2004uitin 2006 and proposed certain adjustments. Thep&@aynhas contest
certain of these adjustments through the IRS App€dfice. The IRS is currently examining the yea@97 through 2009. In addition,
Company is also subject to audits by state, loedlfareign tax authorities. In major states andanfgreign jurisdictions, the years subseq
to 1988 and 2001, respectively, generally remagnaggnd could be subject to examination by the tpainthorities.

Management believes that an adequate provisiorbbas made for any adjustments that may result fi@mexaminations. However, 1
outcome of tax audits cannot be predicted withatety. If any issues addressed in the Compangk audits are resolved in a mannei
consistent with managemestéxpectations, the Company could be required jissaids provision for income tax in the period Buesolutiol
occurs. Although timing of the resolution and/ocostire of audits is not certain, the Company do¢$aelieve it is reasonably possible tha
unrecognized tax benefits would materially chanmgthé next 12 months.

Note 6 — Shareholders’ Equity and Share-based Compsation
Preferred Stock

The Company has five million shares of authorizesfgrred stock, none of which is issued or outstemdJnder the terms of the Compasay’
Restated Articles of Incorporation, the Board ofeBtors is authorized to determine or alter thatsgpreferences, privileges and restrictior
the Company’s authorized but unissued shares édnpeel stock.

Comprehensive Income

Comprehensive income consists of two components,jmeme and other comprehensive income. Other cehngmsive income refers
revenue, expenses, gains and losses that under @reAecorded as an element
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of shareholders’ equity but are excluded from nebime. The Company’other comprehensive income consists of foreigreaay translatio
adjustments from those subsidiaries not using ti& dollar as their functional currency, unrealigains and losses on marketable secu
classified as available-for-sale, and net defegaids and losses on certain derivative instrumacdsunted for as cash flow hedges.

The following table summarizes the components ofZAnet of taxes, as of September 24, 2011, Semelf 2010, and September 26, z
(in millions):

2011 2010 2009
Net unrealized gains/losses on marketable sec $ 13 $ 17! $ 4¢
Net unrecognized gains/losses on derivative instnis 29C (252) 1
Cumulative foreign currency translati 23 35 28

Accumulated other comprehensive income/(l« $ 44: $ (46 $ 77

The change in fair value of available-feate securities included in other comprehensiverme was $(41) million, $123 million and $!
million, net of taxes in 2011, 2010 and 2009, reipely. The tax effect related to the change imeatized gains/losses on available-aife
securities was $24 million, $(72) million and $(#8ijlion for 2011, 2010 and 2009, respectively.

The following table summarizes activity in othemgarehensive income related to derivatives, neagés, held by the Company during
three years ended September 24, 2011 (in millions):

2011 2010 2009
Changes in fair value of derivativ $ 9: $(180) $ 20
Adjustment for net gains/losses realized and iredlich net incom: 45C (73) (222)

Change in unrecognized gains/losses on derivatisteuments $ 542 $ (259 $ (19

The tax effect related to the changes in fair valtiderivatives was $(50) million, $97 million a$g135) million for 2011, 2010 and 20
respectively. The tax effect related to derivatjans/losses reclassified from other comprehensiseme to income was $(250) million, §
million and $149 million for 2011, 2010 and 2008spectively.

Employee Benefit Plans
2003 Employee Stock Plan

The 2003 Employee Stock Plan (the “2003 Plan”) shareholder approved plan that provides for bimegkd equity grants to employ:e
including executive officers. The 2003 Plan perrthits granting of incentive stock options, nonstatyistock options, RSUs, stock apprecia
rights, stock purchase rights and performabased awards. Options granted under the 2003 Rlaeraglly expire seven to ten years aftel
grant date and generally become exercisable opariad of four years, based on continued employmeith either annual, senainnual o
guarterly vesting. In general, RSUs granted under2003 Plan vest over two to four years, basedomtinued employment and are sel
upon vesting in shares of the Company’s commorkstoca one-fomne basis. Each share issued with respect to ardaywanted under tl
2003 Plan (other than a stock option or stock apatien right) reduces the number of shares avigilédy grant under the plan by two sha
whereas shares issued in respect of an optiorook sppreciation right count against the numbeshafres available for grant on a one-doe
basis. As of September 24, 2011, approximately B0l&n shares were reserved for future issuammeuthe 2003 Plan.
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1997 Director Stock Plan

The 1997 Director Stock Plan (the “Director Plaig’)a shareholder approved plan that (i) permitsGbenpany to grant awards of RSU:¢
stock options to the Company’s non-employee dirs¢t@) provides for automatic initial grants o5R's upon a noemployee director joinir
the Board and automatic annual grants of RSUsdt aanual meeting of shareholders, and (iii) pesriie Board to prospectively change
relative mixture of stock options and RSUs for ithiéal and annual award grants and the methodofogygletermining the number of share
the Companys common stock subject to these grants withoutesiwdder approval. Each share issued with respeRSids granted under 1
Director Plan reduces the number of shares avail@blgrant under the plan by two shares. The Birgelan expires November 9, 2019. A
September 24, 2011, approximately 190,000 shares meserved for future issuance under the Dirdetan.

Rule 10b-1 Trading Plans

During the fourth quarter of 2011, executive offedimothy D. Cook, Peter Oppenheimer, D. Bruce @egwrhil Schiller and Jeffrey

Williams, and directors William V. Campbell and Aar D. Levinson had trading plans pursuant to Ri0&5-1(c)(1) of the Securitic
Exchange Act of 1934, as amended (the “Exchang®.A&trading plan is a written document that mstablishes the amounts, prices and
(or a formula for determining the amounts, priced dates) of future purchases or sales of the Comipatock, including the exercise and

of employee stock options and shares acquired aotsa the Company’s employee stock purchase pldrupon vesting of RSUs.

Employee Stock Purchase P!

The Employee Stock Purchase Plan (the “Purchasg)Rtaa shareholder approved plan under which subislignall employees may purche
the Companys common stock through payroll deductions at aepeigual to 85% of the lower of the fair market eslwf the stock as of t
beginning or the end of six-month offering periods employees payroll deductions under the Purchase Plan aritel to 10% of th
employees compensation and employees may not purchase timeme$25,000 of stock during any calendar yearoASeptember 24, 201
approximately 3.1 million shares were reserveduture issuance under the Purchase Plan.

Employee Savings Ple

The Employee Savings Plan (the “Savings Pléng deferred salary arrangement under Sectiorkfo1(he Internal Revenue Code. Under
Savings Plan, participating U.S. employees mayrdefgortion of their préax earnings, up to the IRS annual contributionitlif$16,500 fo
calendar year 2011). The Company matches 50% t% IdfCeach employes’contributions, depending on length of servicetaip maximur
6% of the employee’s eligible earnings. The Compamgatching contributions to the Savings Plan w&® fillion, $72 million and $E
million in 2011, 2010 and 2009, respectively.
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Restricted Stock Units

A summary of the Company’RSU activity and related information for the #hsgeears ended September 24, 2011, is as followh@usand:
except per share amounts):

Weighted-
Average
Grant Aggregate

Number Date Fair Intrinsic

of RSUs Value Value
Balance at September 27, 2( 7,04( $134.9;
RSUs units grante 7,78¢ $111.8(
RSUs veste: (1,93¢ $124.87
RSUs cancelle (629 $121.2¢
Balance at September 26, 2( 12,26: $122.5:
RSUs units grante 6,17¢ $214.37
RSUs veste: (4,68t $119.8¢
RSUs cancelle (722 $147.5¢
Balance at September 25, 2( 13,03« $165.6:
RSUs units grante 6,66 $312.6:
RSUs veste! (4,519 $168.0¢
RSUs cancelle (742 $189.0¢

Balance at September 24, 2( 14,44¢ $231.4¢ $5,840,50:

The fair value as of the vesting date of RSUs wia$ $illion, $1.0 billion and $221 million for 2012010 and 2009, respectively. The majc
of RSUs that vested in 2011, 2010 and 2009, weteshmre settled such that the Company withheld shaittsvalue equivalent to tl
employeesminimum statutory obligation for the applicable ante and other employment taxes, and remitted tle ttathe appropriate taxi
authorities. The total shares withheld were appnatély 1.6 million, 1.8 million and 707,000 for 2012010 and 2009, respectively, and v
based on the value of the RSUs on their vesting adsaidetermined by the Company’s closing stoclepfiotal payments for the employe&st
obligations to the taxing authorities were $520ioml, $406 million and $82 million in 2011, 2010chR009, respectively, and are reflected
financing activity within the Consolidated Statertgenf Cash Flows. These rgtare settlements had the effect of share repweshag th
Company as they reduced and retired the numbérasés that would have otherwise been issued asuli of the vesting and did not repre:
an expense to the Company.
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Stock Option Activity

A summary of the Company’stock option activity and related information fbe three years ended September 24, 2011, isllagvgo(in
thousands, except per share amounts and contraetoaln years):

Qutstanding Options

Weighted-
. Average
Weighted- Remaining
Average Contractual Aggregate
Number Exercise Intrinsic
of Options Price Term Value
Balance at September 27, 2( 44,14¢ $ 74.3¢
Options grante: 234 $106.8¢
Options cancelle (1,249 $122.9¢
Options exercise (8,769 $ 41.7¢
Balance at September 26, 2( 34,37: $ 81.17
Options grante 34 $202.0(
Options assume 98 $ 11.9¢
Options cancelle (430 $136.2"
Options exercise (12,359 $ 62.6¢
Balance at September 25, 2( 21,72¢ $ 90.4¢
Options grante: 1 $342.6:
Options cancelle (16%) $128.4:
Options exercise (9,699 $ 67.6%
Balance at September 24, 2( 11,86¢ $108.6¢ 2.3¢ $3,508,24.
Exercisable at September 24, 2( 11,08¢ $104.97 2.31 $3,319,37
Expected to vest after September 24, 2 771 $161.2¢ 3.3¢ $ 188,86

Aggregate intrinsic value represents the valuehef@Gompanys closing stock price on the last trading day e&f fiscal period in excess of 1
weightedaverage exercise price multiplied by the numbepmions outstanding or exercisable. Total intringidue of options at time
exercise was $2.6 billion, $2.0 billion and $827liom for 2011, 2010 and 2009, respectively.

Share-based Compensation

Share-based compensation cost for RSUs is meabasstl on the closing fair market value of the Camifsscommon stock on the date
grant. Share-based compensation cost for stockrgptind employee stock purchase plan rights (“spackhase rights”)s estimated at tl
grant date and offering date, respectively, basedhe fair-value as calculated by the BSM optioitipg model. The BSM optiopricing
model incorporates various assumptions includingeeted volatility, expected life and interest rafese expected volatility is based on
historical volatility of the Company’s common stogker the most recent period commensurate witreipected life of the Comparsy/stocl
options and other relevant factors including imgNelatility in market traded options on the Comygacommon stock. The Company base
expected life assumption on its historical expergeand on the terms and conditions of the stockdsnia grants to employees. The Comg.
recognizes share-based compensation cost as expreasstraight-line basis over the requisite serpieriod.

The Company granted 1,370 stock options, 34,000kstetions and 234,000 stock options during 201,02and 2009, respectively. 1
weightedaverage grant date fair value of stock options tgmuring 2011, 2010 and 2009 was $181.13, $108rEB$46.71 per sha
respectively.
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The Company did not assume any stock options ijuaction with business combinations during 20112669. During 2010, the Compe
assumed 98,000 stock options, which had a weiginedage fair value of $216.82 per share.

The weighted-average fair value of stock purchages per share was $71.47, $45.03 and $30.62glafd1, 2010 and 2009, respectively.

The following table provides a summary of the sHaaeed compensation expense included in the CoasatidGtatements of Operations for
three years ended September 24, 2011 (in millions):

2011 2010 2009
Cost of sales $  20( $ 15 $ 11
Research and developm 45C 323 25¢€
Selling, general and administrati 51¢ 40¢ 33¢
Total shar-based compensation expe! $ 1,16¢ $ 87¢ $ 71C

The income tax benefit related to shhesed compensation expense was $467 million, $3liémand $266 million for 2011, 2010 and 20
respectively. As of September 24, 2011, the totakcognized compensation cost related to outstgnstiock options and RSUs was
billion, which the Company expects to recognizeraveveighted-average period of 3.7 years.

Note 7 — Commitments and Contingencies
Accrued Warranty and Indemnification

The Company offers a basic limited parts and lakarranty on its hardware products. The basic wayraeriod for hardware products
typically one year from the date of purchase byethé-user. The Company also offers ad@§-basic warranty for its service parts used pair
the Companys hardware products. The Company provides currdotlyhe estimated cost that may be incurred uitddrasic limited produ
warranties at the time related revenue is recogniBactors considered in determining appropriat¥uads for product warranty obligatic
include the size of the installed base of prodsciisject to warranty protection, historical and podgd warranty claim rates, historical
projected cost-per-claim, and knowledge of spegifioduct failures that are outside of the Compsanypical experience. The Compi
assesses the adequacy of its gxisting warranty liabilities and adjusts the amisuas necessary based on actual experience andesha
future estimates.

The following table reconciles changes in the Comypmaccrued warranty and related costs for the theaes ended September 24, 201:
millions):

2011 2010 2009
Beginning accrued warranty and related costs $ 76 $ 571 $ 67
Cost of warranty claim (1,147 (713 (5349
Accruals for product warran 1,62¢ 897 44C
Ending accrued warranty and related c $ 1,24( $ 761 $ 577

The Company generally does not indemnify eisdss of its operating system and application sofwagainst legal claims that the softv
infringes thirdparty intellectual property rights. Other agreersestered into by the Company sometimes includenmification provision
under which the Company could be subject to cost¥oa damages in the event of an infringement claigainst the Company or
indemnified thirdparty. However, the Company has not been requobadake any significant payments resulting from sanhinfringemer
claim asserted against it or an indemnified thiadtyp In the opinion of management, there was not
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at least a reasonable possibility the Company naeae lincurred a material loss with respect to indéoation of endusers of its operati
system or application software for infringement tbird-party intellectual property rights. The Company didt record a liability fc
infringement costs related to indemnification agittier September 24, 2011 or September 25, 2010.

The Company has entered into indemnification agesgsnwith its directors and executive officers. Einthese agreements, the Company
agreed to indemnify such individuals to the fullestent permitted by law against liabilities thasa by reason of their status as directo
officers and to advance expenses incurred by sutiiduals in connection with related legal prodegd. It is not possible to determine
maximum potential amount of payments the Companydcbe required to make under these agreementgodthe limited history of pric
indemnification claims and the unique facts andwinstances involved in each claim. However, the @aomg maintains directors and offic
liability insurance coverage to reduce its expogorsuch obligations, and payments made under thgsgements historically have not b
material.

Concentrations in the Available Sources of Supplyfdviaterials and Product

Although most components essential to the Compabysiness are generally available from multiplerses, a number of components
currently obtained from single or limited sourcebjch subjects the Company to significant supplgt pricing risks. Many components that
available from multiple sources are at times sulj@éndustrywide shortages and significant commodity pricingcfuations. In addition, tl
Company has entered into various agreements faupply of components; however there can be ncagtee that the Company will be abl
extend or renew these agreements on similar temne,all. Therefore, the Company remains subgesignificant risks of supply shortages
price increases that can materially adversely affedinancial condition and operating results.

The Company and other participants in the mobilaroanication and media device, and personal comjndeistries also compete for vari
components with other industries that have expeeeérincreased demand for their products. The Coynplmo uses some custom compor
that are not common to the rest of these industded new products introduced by the Company dfitdize custom components availa
from only one source. When a component or prodses mnew technologies, initial capacity constraimay exist until the suppliergields hav:
matured or manufacturing capacity has increasethdfCompanys supply of components for a new or existing produere delayed 1
constrained, or if an outsourcing partner delayleigrsents of completed products to the Company,Gbmpanys financial condition ar
operating results could be materially adverselgafd. The Company’business and financial performance could alsm&kerially adverse
affected depending on the time required to obtafficient quantities from the original source, oritlentify and obtain sufficient quantit
from an alternative source. Continued availabilifythese components at acceptable prices, or atmaly be affected if those suppli
concentrated on the production of common comporiestsad of components customized to meet the Coypaequirements.

Substantially all of the Company’s hardware prodwsre manufactured by outsourcing partners thapramearily located in Asia. A significa
concentration of this manufacturing is currentlyfpemed by a small number of outsourcing partneften in single locations. Certain of th
outsourcing partners are the sole-sourced suppliersomponents and manufacturer for many of the @omg’s products. Although tl
Company works closely with its outsourcing partremsmanufacturing schedules, the Compargperating results could be adversely affe
if its outsourcing partners were unable to meefrtpeoduction commitments. The Compasypurchase commitments typically covel
requirements for periods up to 150 days.

Long-Term Supply Agreements

The Company has entered into lolegm agreements to secure the supply of certaienitory components. These agreements generallye
between 2012 and 2022. As of September 24, 20@1Campany had a total of $2.3 billion of inventopmponent prepayments outstanding
which $728 million are classified as other
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current assets and $1.6 billion are classifiedtheroassets in the Consolidated Balance SheetsCohgany had a total of $956 million
inventory component prepayments outstanding aseptenber 25, 2010. The Companyutstanding prepayments will be applied to ca
inventory component purchases made during the ¢émeach respective agreement.

Other Off-Balance Sheet Commitments
Lease Commitments

The Company leases various equipment and facjlithetuding retail space, under noncancelable dpeydease arrangements. The Comg
does not currently utilize any other dfédance sheet financing arrangements. The majditfdeases are typically for terms not exceeditg
years and generally provide renewal options fangenot exceeding five additional years. Leasesdiail space are for terms ranging from

to 20 years, the majority of which are for ten yeand often contain multi-year renewal options.oAsSeptember 24, 2011, the Company’
total future minimum lease payments under noncabdeloperating leases were $3.0 billion, of whi@y$billion related to leases for re
space.

Rent expense under all operating leases, includirtiy cancelable and noncancelable leases, wasr@gs, $271 million and $231 million
2011, 2010 and 2009, respectively. Future minimeasé payments under noncancelable operating lbasggy remaining terms in exces:
one year as of September 24, 2011, are as followsillions):

Years
2012 $ 33¢
2013 36¢
2014 362
2015 34k
2016 32C
Thereaftel 1,30z
Total minimum lease paymer $3,03:

Other Commitments

As of September 24, 2011, the Company had outsigndif-balance sheet commitments for outsourced manufagtland compone
purchases of $13.9 billion.

Additionally, other outstanding obligations were4sBillion as of September 24, 2011, and were c@edrmainly of commitments under long-
term supply agreements to make additional inventorgponent prepayments and to acquire capital ewgrip commitments to acquire proc
tooling and manufacturing process equipment, andhnoibments related to advertising, research and Idpweent, Internet ar
telecommunications services and other obligations.

Contingencies

The Company is subject to various legal proceedamgs claims that have arisen in the ordinary coofseusiness and have not been 1
adjudicated, which are discussed in Part |, Iteof this Form 10-K under the heading “Legal Procagdf and in Part | Item 1A under t
heading “Risk Factorsh the opinion of management, there was not at Easasonable possibility the Company may haveried a materi
loss, or a material loss in excess of a recordeduat; with respect to loss contingencies. Howeteg, outcome of litigation is inheren
uncertain. Therefore, although management consttierkelihood of such an outcome to be remoten# or more of these legal matters v
resolved against the Company in the same repopimgpd for amounts in excess of management’s eapens, the Compang’consolidate
financial statements of a particular reporting percould be materially adversely affected.
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Note 8— Segment Information and Geographic Data

The Company reports segment information based erirnttanagementapproach. The management approach designatesténeainreportin
used by management for making decisions and asggssiformance as the source of the Company’s tagersegments.

The Company manages its business primarily on grgebic basis. Accordingly, the Company determiitedeportable operating segme
which are generally based on the nature and latafidts customers, to be the Americas, EuropeadafsiaPacific and Retail operations. 1
results of the Americas, Europe, Japan and Rsieific reportable segments do not include regiltbe Retail segment. The Americas segt
includes both North and South America. The Eurgggareent includes European countries, as well advidele East and Africa. The Asia-
Pacific segment includes Australia and Asian caestrother than Japan. The Retail segment opefquiele retail stores in 11 countries. E
reportable operating segment provides similar hardwand software products and similar services. adwmunting policies of the varic
segments are the same as those described in N@artimary of Significant Accounting Policies.”

The Company evaluates the performance of its opgraegments based on net sales and operating éddet sales for geographic segm
are generally based on the location of customehnfigviRetail segment net sales are based on salestire Company retail stores. Operati
income for each segment includes net sales to fiartles, related cost of sales and operating esqeedirectly attributable to the segm
Advertising expenses are generally included in ghegraphic segment in which the expenditures areriad. Operating income for e:
segment excludes other income and expense andncerpenses managed outside the operating segm@osss excluded from segm
operating income include various corporate expersssh as manufacturing costs and variances nhtded in standard costs, research
development, corporate marketing expenses, dbesed compensation expense, income taxes, varionmseaurring charges, and ot
separately managed general and administrative.ciis¢sCompany does not include intercompany trasdfetween segments for managetr
reporting purposes. Segment assets exclude coepasaets, such as cash and cash equivalentstetmordnd longerm marketable securiti
other longterm investments, manufacturing and corporate ifes] product tooling and manufacturing processigment, miscellaneo
corporate infrastructure, goodwill and other acgdiintangible assets. Except for the Retail segnmagital asset purchases for ldihgd
assets are not reported to management by segmasti. fayments for capital asset purchases by thal Regment were $612 million, $2
million and $369 million for 2011, 2010 and 2008spectively.

The Company has certain retail stores that have designed and built to serve as hjglfile venues to promote brand awareness and se
vehicles for corporate sales and marketing acdtisitiBecause of their unique design elements, tatand size, these stores rec
substantially more investment than the Compamyore typical retail stores. The Company allocagtain operating expenses associated
its high-profile stores to corporate expense ttectfthe estimated Compamyide benefit. The allocation of these operatingt€ts corporal
expense is based on the amount incurred for a pigfile store in excess of that incurred by a mtyfg@ical Company retail location. T
Company had opened a total of 19 hgbfile stores as of September 24, 2011. Amourtxatied to corporate expense resulting fromn
operations of high-profile stores were $102 milli§@5 million and $65 million for 2011, 2010 andd®0 respectively.
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Summary information by operating segment for thredtyears ended September 24, 2011 is as followsi(lions):

2011 2010 2009
Americas:
Net sales $38,31¢ $24,49¢ $18,98!
Operating incomi $13,53¢ $ 7,59( $ 6,65¢
Depreciation, amortization and accret $ 15 $ 12 $ 12
Segment assets ( $ 3,801 $ 2,80¢ $ 1,89¢
Europe:
Net sales $27,77¢ $18,69: $11,81(
Operating incomi $11,52¢ $ 7,524 $ 4,29¢
Depreciation, amortization and accret $ 9 $ 9 $ 7
Segment asse $ 2,98t $ 1,92¢ $ 1,352
Japan
Net sales $ 5,43 $ 3,981 $ 2,27¢
Operating incomi $ 2,481 $ 1,84¢ $ 961
Depreciation, amortization and accret $ 3 $ 3 $ 2
Segment asse $ 804 $ 991 $ 48¢
Asia-Pacific:
Net sales $22,59: $ 8,25¢ $ 3,17¢
Operating incom $ 9,581 $ 3,647 $ 1,10C
Depreciation, amortization and accret $ 3 $ 3 $ 3
Segment asse $ 1,91 $ 1,62: $ 52¢
Retail:
Net sales $14,127 $ 9,79¢ $ 6,65¢€
Operating incom: $ 3,34« $ 2,364 $ 1,671
Depreciation, amortization and accretion $ 22t $ 168 $ 14€
Segment assets ( $ 2,94( $ 1,82¢ $ 1,344

(@) The Americas asset figures do not include fixecesheld in the U.S. Such fixed assets are notatial specifically to the Americ
segment and are included in the corporate and IRetsets figures beloy

(b) Retail segment depreciation and asset figuresctetfie cost and related depreciation of its ret@ites and related infrastructu

A reconciliation of the Companyg’segment operating income and assets to the deigal financial statements for the three yearse
September 24, 2011 is as follows (in millions):

2011 2010 2009

Segment operating income $ 40,47¢ $22,97: $14,69:
Other corporate expenses, net (5,520 (3,70%) (2,247)
Shar-based compensation expel (1,16%) (879 (710)
Total operating incom $ 33,79 $18,38t $11,74(
Segment asse $ 12,44¢ $ 9,171 $ 5,60«
Corporate asse 103,92: 66,00¢ 41,89
Consolidated asse $116,37: $75,18: $47,50:
Segment depreciation, amortization and accre $ 258 $ 19C $ 17C
Corporate depreciation, amortization and accre 1,561 837 564
Consolidated depreciation, amortization and acmne $ 1,81¢ $ 1,02i $ 734
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(a) Other corporate expenses include research and apgweht, corporate marketing expenses, manufactuwrosgs and variances |
included in standard costs, and other separatelyaged general and administrative expenses, in@udertain corporate expen
associated with support of the Retail segm

The U.S. and China were the only countries thabacted for more than 10% of Compasyiet sales in 2011. No single country other tha
U.S. accounted for more than 10% of net sales D20 2009. There was no single customer that axteduor more than 10% of net sale
2011 or 2010. One of the Compasyustomers accounted for 11% of net sales in 2088sales for the three years ended Septemb&024
and long-lived assets as of September 24, 2011e®dpr 25, 2010 and September 26, 2009 are asvi(io millions):

2011 2010 2009

Net sales

uU.S. $ 41,81 $ 28,630 $ 22,32

China (a) 12,47: 2,76 76¢

Other countrie! 53,96¢ 33,82¢ 19,81!
Total net sale $108,24¢ $ 65,228 $ 42,90¢

Long-lived assets

U.S. $ 4378 $ 3,09¢ $ 2,34¢

China (a) 2,61: 1,24¢ 36E

Other countrie! 1,09(C 661 48C
Total lon¢-lived asset: $ 807¢ $ 500: $ 3,19

(@) China includes Hong Kong. Lo-lived assets located in China consist primarilyprdduct tooling and manufacturing process equip
and assets related to retail stores and relateasinéicture

Information regarding net sales by product forttiree years ended September 24, 2011, is as fo(iowsillions):

2011 2010 2009
Desktops (a) $ 643¢ $ 6,200 $ 4,32
Portables (b 15,34 11,27¢ 9,53

Total Mac net sale 21,78 17,47¢ 13,85¢
iPod 7,45: 8,27¢ 8,091
Other music related products and service: 6,31 4,94¢ 4,03¢
iPhone and related products and service: 47,057 25,17¢ 13,03t
iPad and related products and service! 20,35¢ 4,95¢ 0
Peripherals and other hardware 2,33( 1,81¢ 1,47¢
Software, service and other net sales 2,95/ 2,57¢ 2,411

Total net sale $108,24¢ $ 65,22t $ 42,90¢

(@) Includes iMac, Mac mini, Mac Pro and Xserve prodins.

(b) Includes MacBook, MacBook Air and MacBook Pro protines.

(¢) Includes sales from the iTunes Store, App Stangl iBookstore in addition to sales of iPod se¥giand Apple-branded and thiperty
iPod accessorie

(d) Includes revenue recognized from iPhone salesecagreements, services, and Ajbranded and thi-party iPhone accessorit

(e) Includes revenue recognized from iPad sales, ssndand Appl-branded and thi-party iPad accessorie

(H Includes sales of displays, wireless connectivitg aetworking solutions, and other hardware access

(@) Includes sales from the Mac App Store in additio sales of other Apple-branded and tlpedty Mac software and Mac and Intel
services
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Note 9 — Selected Quarterly Financial Information Unaudited)

The following tables set forth a summary of the @amy’s quarterly financial information for each of thmuf quarters ended Septembel
2011 and September 25, 2010 (in millions, excepshare amounts):

Fourth Quarter Third Quarter Second Quarte First Quarter
2011
Net sales $  28,27( $ 28,57 $ 24,66 $ 26,74:
Gross margit $ 11,38( $ 11,92 $ 10,21¢ $ 10,29¢
Net income $ 6,62: $ 7,30¢ $ 5,98 $ 6,00«
Earnings per common sha
Basic $ 7.1% $ 7.8¢ $ 6.4¢ $ 6.5
Diluted $ 7.0¢ $ 7.7¢ $ 6.4C $ 6.4:
Fourth Quarter Third Quarter Second Quarte First Quarter
2010
Net sales $ 20,34: $ 15,70( $ 13,49¢ $ 15,68:
Gross margir $ 7,512 $ 6,13¢ $ 5,62¢ $ 6,411
Net income $ 4,30¢ $ 3,25¢ $ 3,07¢ $ 3,37¢
Earnings per common sha
Basic $ 4.71 $ 3.57 $ 3.3¢ $ 3.74
Diluted $ 4.64 $ 3.51 $ 3.3¢ $ 3.67

Basic and diluted earnings per share are compuatependently for each of the quarters presenteerefdre, the sum of quarterly basic
diluted per share information may not equal antaaic and diluted earnings per share.
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Report of Ernst & Young LLP, Independent RegisteredPublic Accounting Firm

The Board of Directors and Shareholders of Appte In

We have audited the accompanying consolidated balsheets of Apple Inc. as of September 24, 208 1Saptember 25, 2010, and the rel
consolidated statements of operations, shareholdgtsty and cash flows for each of the three yeathé period ended September 24, 2
These financial statements are the responsibifith® Companys management. Our responsibility is to expresspanian on these financi
statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaflo(United States). Those stand.
require that we plan and perform the audit to obt@asonable assurance about whether the finastaééments are free of mate
misstatement. An audit includes examining, on tiliasis, evidence supporting the amounts and disis in the financial statements. An &
also includes assessing the accounting princied and significant estimates made by managenemtekhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referre@lbove present fairly, in all material respedis, ¢consolidated financial position of Apple |
at September 24, 2011 and September 25, 2010harmbhsolidated results of its operations andaghdlows for each of the three years ir
period ended September 24, 2011, in conformity With. generally accepted accounting principles.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo#ddnited States), Apple Ing.’
internal control over financial reporting as of &spber 24, 2011, based on criteria establisheltiternal Control —Integrated Framewol

issued by the Committee of Sponsoring Organizatiohthe Treadway Commission and our report datetbla@r 26, 2011 expressed

unqualified opinion thereon.

/sl Ernst & Young LLP

San Jose, California
October 26, 2011
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Report of Ernst & Young LLP, Independent RegisteredPublic Accounting Firm

The Board of Directors and Shareholders of Appte In

We have audited Apple Inc.’s internal control ofieancial reporting as of September 24, 2011, basecriteria established internal Contro
— Integrated Frameworkssued by the Committee of Sponsoring Organizatmithe Treadway Commission (“the COSO criteria®pple
Inc.’s management is responsible for maintaining effedtiternal control over financial reporting, amd fts assessment of the effectivene:
internal control over financial reporting includéd the accompanying ManagementAnnual Report on Internal Control over Finar
Reporting. Our responsibility is to express an mpiron the Company’s internal control over finahc&porting based on our audit.

We conducted our audit in accordance with the stadslof the Public Company Accounting Oversighti8a&@nited States). Those stand:
require that we plan and perform the audit to abtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal corar@r financial reporting, assessing the
that a material weakness exists, testing and etimaduthe design and operating effectiveness ofiratecontrol based on the assessed risk
performing such other procedures as we considereedssary in the circumstances. We believe thaaudit provides a reasonable basis fol
opinion.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranaeliregthe reliability of financi:
reporting and the preparation of financial statetsidor external purposes in accordance with gelyeeadcepted accounting principles
companys internal control over financial reporting inclgdgnose policies and procedures that (1) pertathg¢anaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseoEdimpany; (2) provide reasonable assu
that transactions are recorded as necessary toitpgreparation of financial statements in accor@amdth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoazations of management :
directors of the company; and (3) provide reasanalsisurance regarding prevention or timely deteatfounauthorized acquisition, use
disposition of the company'’s assets that could lzareterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @tteisstatements. Also, projections of
evaluation of effectiveness to future periods atgext to the risk that controls may become inadégjbecause of changes in conditions, ol
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, Apple Inc. maintained, in all magtrespects, effective internal control over fineh reporting as of September 24, 2011, b
on the COSO criteria.

We also have audited, in accordance with the stadsdaf the Public Company Accounting Oversight Bodunited States), the 20
consolidated financial statements of Apple Inc. andreport dated October 26, 2011 expressed aumalifigd opinion thereon.

/sl Ernst & Young LLP

San Jose, California
October 26, 2011
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ltem 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure
None.

Iltem 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Based on an evaluation under the supervision atid tve participation of the Company’s managemedrg, Companys principal executiv
officer and principal financial officer have condkd that the Company’s disclosure controls andeuiores as defined in Rules 1Ba(€) an
15d-15(e) under the Exchange Act were effective asegft@nber 24, 2011 to provide reasonable assuréateénformation required to
disclosed by the Company in reports that it fileswbmits under the Exchange Act is (i) recordedcg@ssed, summarized and reported w
the time periods specified in the Securities and¢harge Commission rules and forms and (ii) accuredlaand communicated to -
Companys management, including its principal executiveiceff and principal financial officer, as appropeiab allow timely decisiot
regarding required disclosure.

Inherent Limitations Over Internal Controls

The Companys internal control over financial reporting is dgsd to provide reasonable assurance regardingettability of financia
reporting and the preparation of financial statetmdar external purposes in accordance with GAARe TCompanys internal control ovi
financial reporting includes those policies andgadures that:

(i) pertain to the maintenance of records that, inamalsle detail, accurately and fairly reflect thensactions and dispositions of
Compan'’s assets

(i) provide reasonable assurance that transaction®eoeded as necessary to permit preparation ofifiahstatements in accorda
with GAAP, and that the Comparsyreceipts and expenditures are being made onpgcaordance with authorizations of
Compan’s management and directors; ¢

(i) provide reasonable assurance regarding preventiotimely detection of unauthorized acquisition, ,use disposition of th
Compan'’s assets that could have a material effect onitlaadial statement:

Management, including the Company’s Chief Execu®féicer and Chief Financial Officer, does not egp¢hat the Companyg’ interng
controls will prevent or detect all errors andfediud. A control system, no matter how well desitjaed operated, can provide only reason
not absolute, assurance that the objectives ofdinérol system are met. Further, the design ofrarobsystem must reflect the fact that tt
are resource constraints, and the benefits of alsntnust be considered relative to their costsaBse of the inherent limitations in all con
systems, no evaluation of internal controls carvipe absolute assurance that all control issuesimstdnces of fraud, if any, have b
detected. Also, any evaluation of the effectivermssontrols in future periods are subject to tis& that those internal controls may beci
inadequate because of changes in business corglitiothat the degree of compliance with the peti@r procedures may deteriorate.

Management’s Annual Report on Internal Control Over Financial Reporting

The Companys management is responsible for establishing aridtaising adequate internal control over finanaigborting (as defined
Rule 13a-15(f) under the Exchange Act. Managementcted an evaluation of the effectiveness of Goenpanys internal control ow
financial reporting based on the criteria set foithinternal Control —Integrated Framework issued by the Committee ofnSpon¢
Organizations of the Treadway Commission (“COS@ased on the Compars/’assessment, management has concluded thatetsa
control over financial reporting was effective dsSeptember 24, 2011 to provide reasonable asseinagarding the reliability of financ
reporting and the preparation of financial statet;iedn accordance with U.S. generally accepted auouy principles. The Compary’
independent registered public accounting firm, E&¥oung LLP, has issued an audit report on thenfany’s internal control over financ
reporting, which appears in Item 15(a) of this AahReport on Form 10-K.
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Changes in Internal Control Over Financial Reporting

There were no changes in the Comparigiternal control over financial reporting duritige fourth quarter of fiscal 2011, which were idieed
in connection with management’s evaluation requirggaragraph (d) of rules 13a-15 and 1&dunder the Exchange Act, that have matel
affected, or are reasonably likely to materiallieaf, the Company’s internal control over financigpborting.

Iltem 9B. Other Information
Not applicable
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PART Il
Item 10. Directors, Executive Officers and Corporate Governace

The information required by this Item is set fodhder the heading “Directors, Executive Officersd &Dorporate Governancdh the
Company’s 2012 Proxy Statement to be filed withth8. Securities and Exchange Commission (“SE&§onnection with the solicitation
proxies for the Company’s 2012 Annual Meeting o&f&olders (“2012 Proxy Statemendiid is incorporated herein by reference. Such |
Statement will be filed with the SEC within 120 degfter the end of the fiscal year to which thjzore relates.

ltem 11. Executive Compensatior

The information required by this Item is set fouhder the headings “Executive Compensation” andri@@nsation Discussion and Analysis
in the Company’s 2012 Proxy Statement and is imm@fed herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners andMlanagement and Related Stockholder Matter:

The information required by this Item is set foathder the headings “Security Ownership of Certaégmdicial Owners and Managemeatic
“Equity Compensation Plan Information” in the Compa 2012 Proxy Statement and is incorporated hdygireference.

ltem 13. Certain Relationships and Related Transactions, an®irector Independence

The information required by this Item is set foatider the heading “Review, Approval or RatificatmiTransactions with Related Persoirs”
the Company’s 2012 Proxy Statement and is incotpdraerein by reference.

Item 14. Principal Accounting Fees and Service

The information required by this Item is set fotthder the heading “Fees Paid to Auditors” in thenPanys 2012 Proxy Statement ant
incorporated herein by reference.
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PART IV

Item 15. Exhibits, Financial Statement Schedule
(a) Documents filed as part of this report

(1) Allfinancial statements

Index to Consolidated Financial Statement: Page
Consolidated Statements of Operations for the theaes ended September 24, 21 43
Consolidated Balance Sheets as of September 24,&@l September 25, 20 44
Consolidated Statements of Sharehol’ Equity for the three years ended September 24, 45
Consolidated Statements of Cash Flows for the theaes ended September 24, 2! 46
Notes to Consolidated Financial Stateme 47
Selected Quarterly Financial Information (Unaudijt 75
Reports of Ernst & Young LLP, Independent Registé?eblic Accounting Firn 76

(2) Financial Statement Schedules

All financial statement schedules have been omittette the required information is not applicabtes not present in amounts sufficien
require submission of the schedule, or becausitbiemation required is included in the consolidbfmancial statements and notes thereto.

(b) Exhibits required by Iltem 601 of Regulation &K
The information required by this Item is set footinthe exhibit index that follows the signature @ad this report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{dhe Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, therednlp authorized, this 26th day of October 2011.

APPLE INC.

By: /s/ Peter Oppenheimer
Peter Oppenheimi
Senior Vice President,
Chief Financial Office

Power of Attorney

KNOW ALL PERSONS BY THESE PRESENTS, that each pensthose signature appears below constitutes anoirgpplimothy D. Coo
and Peter Oppenheimer, jointly and severally, tigriaeys-infact, each with the power of substitution, for hilmany and all capacities, to s
any amendments to this Annual Report on ForniK1@nd to file the same, with exhibits thereto atider documents in connection therev
with the Securities and Exchange Commission, heralifying and confirming all that each of saidoatteys-infact, or his substitute

substitutes, may do or cause to be done by virtnedf.

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
registrant and in the capacities and on the dathsdted:

Name

/sl Timothy D. Cook

TIMOTHY D. COOK

Title

Chief Executive Officer and Director
(Principal Executive Officer)

Date

October 26, 2011

/s Peter Oppenheimer October 26, 2011

PETER OPPENHEIMER

Senior Vice President,
Chief Financial Officer
(Principal Financial Officer

/s| Betsy Rafael Vice President October 26, 2011
BETSY RAFAEL Corporate Controller

(Principal Accounting Officer

/s/  William V. Campbell Director October 26, 201

WILLIAM V. CAMPBELL

/s/ Millard S. Drexler Director October 26, 2011

MILLARD S. DREXLER

/s/  Albert Gore, Jr. Director
ALBERT GORE, JR

October 26, 2011

/s/ Andrea Jung Director October 26, 2011
ANDREA JUNG
/s/  Arthur D. Levinson Director October 26, 2011

ARTHUR D. LEVINSON

/s/  Ronald D. Sugar Director October 26, 2011

RONALD D. SUGAR
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EXHIBIT INDEX

Incorporated by

**  Filed herewith
***  Furnished herewitt
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Reference
Filing Date/
Exhibit Period End
Number Exhibit Description Form Date
3.1 Restated Articles of Incorporation, filed with tBecretary
of State of the State of California on July 10, 2( 1C-Q 6/27/09
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The way we do business worldwide

Apple conducts business ethically, honestly, and in full compliance with all
laws and regulations. This applies to every business decision in every area of
the company worldwide.

Apple’s Principles of Business Conduct

Apple’s success is based on creating innovative, high-quality products and services and on
demonstrating integrity in every business interaction. Apple’s principles of business conduct
define the way we do business worldwide. These principles are:

* Honesty. Demonstrate honesty and high ethical standards in all business dealings.
* Respect. Treat customers, suppliers, employees, and others with respect and courtesy.

» Confidentiality. Protect the confidentiality of Apple’s information and the information of
our customers, suppliers, and employees.

» Compliance. Ensure that business decisions comply with all applicable laws and
regulations.

Your Responsibilities

Apple’s Business Conduct Policy and principles apply to employees, independent
contractors, consultants, and others who do business with Apple. All such individuals are
expected to comply with Apple’s Business Conduct Policy and principles and with all
applicable legal requirements. Apple retains the right to discipline (up to and including
termination of employment) or end working relationships with those who do not comply.

If you have knowledge of a possible violation of Apple’s Business Conduct Policy or
principles, other Apple policies, or legal or regulatory requirements, you are required to notify
either your manager (provided your manager is not involved in the violation), Human
Resources, Legal, Internal Audit, Finance, or the Business Conduct Helpline. If you have
knowledge of a potential violation and fail to report it, you may be subject to disciplinary
action.

When facing a tough decision:

» Use good judgment. Apply Apple’s principles of business conduct, review our policies,
review legal requirements, and then decide what to do.

* Need some help? When in doubt about how to proceed, discuss pending decisions with
your manager, your Human Resources representative, or the Legal Department. If you
need more support, contact the Business Conduct Helpline.

Retaliation is Not Tolerated

Apple will not retaliate—and will not tolerate retaliation—against any individual for filing a
good-faith complaint with management, HR, Legal, Internal Audit, Finance, or the Business
Conduct Helpline, or for participating in the investigation of any such complaint.
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To what extent may | use an existing
customer list to market other Apple

products or services?

Before using a customer list for marketing,
sales, or other activities, talk to your manager
or the Legal Department. Using an existing
customer list may or may not be appropriate.

Where can | learn more about information
protection and nondisclosure agreements?
View the Apple policy on Confidential,
Proprietary, and Trade Secret Information.

Where can | get a nondisclosure

agreement?

In the U.S., see the forms Apple provides for

nondisclosure agreements. Outside the U.S.,

consult your local Apple Legal representative.

As long as the information helps Apple,

why is the source of business intelligence

an issue?

Obtaining information illegally or unethically
could damage Apple’s reputation and in some
cases could subject Apple to legal liability. For
example, using illegally or unethically obtained
information in a bid to the government could
result in disqualification from future bidding
and in criminal charges.

May | keep my personal music on my
computer at work?

If you are authorized to make copies of the
music for personal use (for example, you own
the original CD or you purchased the music on
iTunes), you may keep the music on your
computer.
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Customer Focus

Every product we make and every service we provide is for our customers. Focus on
providing innovative, high-quality products and services and on demonstrating integrity in
every business interaction. Always apply Apple’s principles of business conduct.

Customer and Third-Party Information

Customers, suppliers, and others disclose confidential information to Apple for business
purposes. It is the responsibility of every Apple employee to protect and maintain the
confidentiality of this information. Failure to protect customer and third-party information may
damage relations with customers, suppliers, or others and may result in legal liability. See the
Apple Customer Privacy Policy.

Nondisclosure Agreements

When dealing with a supplier, vendor, or other third party, never share confidential
information without your manager’s approval. Also, never share confidential information
outside Apple (for example, with vendors, suppliers, or others) unless a nondisclosure
agreement is in place. These agreements document the need to maintain the confidentiality
of the information. Original copies of nondisclosure agreements must be forwarded to the
Legal Department. Always limit the amount of confidential information shared to the minimum
necessary to address the business need.

Obtaining and Using Business Intelligence

Apple legitimately collects information on customers and markets in which we operate. Apple
does not seek business intelligence by illegal or unethical means, and competitors may not
be contacted for the purpose of obtaining business intelligence. Sometimes information is
obtained accidentally or is provided to Apple by unknown sources. In such cases, it may be
unethical to use the information, and you should immediately contact your manager, the
Legal Department, or the Business Conduct Helpline to determine how to proceed.

Third-Party Intellectual Property

It is Apple’s policy not to knowingly use the intellectual property of any third party without
permission or legal right. If you are told or suspect that Apple may be infringing an intellectual
property right, including patents, copyrights, trademarks, or trade secrets owned by a third
party, you should contact the Legal Department.

Copyright-Protected Content

Never use or copy software, music, videos, publications, or other copyright-protected content
at work or for business purposes unless you or Apple are legally permitted to use or make
copies of the protected content. Never use Apple facilities or equipment to make or store
unauthorized copies.



Are business meals, travel, and
entertainment considered gifts?

Yes. Anything of value given or received is
considered a gift.

Can | avoid these rules if | pay for gifts to
customers or business associates myself?

No. If the gift is given for business reasons and
you are representing Apple, the gift rules
apply.

What is an example of a kickback?

Apple provides discounts to certain customers.
However, if a customer gets an inappropriate
discount, and a sales representative gets a
payment in return, this is a kickback.

What is an example of a side deal?

In a sales environment, a side deal may
involve a guarantee to accept back unsold
products or other special agreements to
encourage certain customers to place larger
orders. Such a side deal, whether written or
oral, can impact Apple’s potential liability with
respect to that transaction and may make it
inappropriate for Apple to recognize revenue
on the products sold, affecting the accuracy of
Apple’s books and records. Side deals or side
letters made outside of Apple’s formal
contracting and approvals process are strictly
prohibited.
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Giving and Receiving Business Gifts

Employees may not give or receive gifts or entertainment to or from current or potential
vendors, suppliers, customers, or other business associates unless all of the following
conditions are met:

* Nominal value. The value of the gift is less than US$150. Exceptions must be approved
by your Vice President (for Vice President—level employees, exceptions must be approved
by your manager).

» Customary. The item is a customary business gift and would not embarrass Apple if
publicly disclosed. Cash is never an acceptable gift. Giving or receiving cash is viewed as
a bribe or kickback and is always against Apple policy.

. No favored treatment.
treatment.

The purpose of the gift is not to obtain special or favored

» Legal. Giving or accepting the gift is legal in the location and under the circumstances
where given.

» Recipient is not a government official. ~ Never provide a gift, including meals,
entertainment, or other items of value, to a U.S. or foreign government official without
checking with Government Affairs in advance. See page 7 for more information on gifts to
government officials.

This policy does not preclude Apple as an organization from receiving and evaluating
complimentary products or services. It is not intended to preclude Apple from giving
equipment to a company or organization, provided the gift is openly given, consistent with
legal requirements, and in Apple’s business interests. The policy also does not preclude the
attendance of Apple employees at business-related social functions, if attendance is
approved by management and does not create a conflict of interest.

Important Note: Certain departments (e.g., Operations and Retail) have more restrictive gift
policies, which may prohibit giving or receiving gifts altogether. Employees in those
departments must adhere to those stricter policies.

Kickbacks

Kickbacks are payments or items of value given to individuals in connection with the
purchase or sale of products or services, typically for providing a discount in a sales
agreement. Employees are prohibited from giving or receiving kickbacks.

Side Deals or Side Letters

All of the terms and conditions of agreements entered into by Apple must be formally
documented. Contract terms and conditions define the key attributes of Apple’s rights,
obligations, and liabilities and can also dictate the accounting treatment given to a
transaction. Making business commitments outside of the formal contracting process,
through side deals, side letters, or otherwise, is unacceptable. You should not make any oral
or written commitments that create a new agreement or modify an existing agreement without
approval through the formal contracting process. In particular, all commitments must have
visibility to Finance so Apple can ensure it is properly accounting for each transaction. If you
have knowledge of any side deal, side letter, or agreement made outside of the formal
contracting process, you should report it immediately to your manager, your Human
Resources representative, or the Legal Department. You may also contact the Business
Conduct Helpline.



What can | do if a reseller complains to me
about low prices at another reseller?
Advise the reseller that you can’t discuss or
attempt to influence pricing of other parties,
since this could violate antitrust laws.

How should I handle customer inquiries
about resellers and service providers?

Apple resellers and service providers are key
members of the Apple family. They promote
and sell Apple products, and they provide
service and support to Apple customers.
Accordingly, you should never make
disparaging remarks to customers about
resellers or service providers.

What is an example of an endorsement?

A friend writes a great book on software
design and asks you to endorse the book by
making a statement on the back cover. If you
make such an endorsement, don'’t include your
job title or affiliation with Apple.
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Competition and Trade Practices

Laws regulating competition and trade practices vary around the world, but certain activities,
such as price fixing and agreeing with a competitor to allocate customers, are almost always
illegal and are absolutely prohibited under Apple policy.

You should not:

» Agree with competitors or exchange information with competitors on prices, policies,
contract terms, costs, inventories, marketing plans, or capacity plans.

» Agree with a competitor that the competitor will sell goods and services to Customer A
(and you will not), and that you will sell goods and services to Customer B (and your
competitor will not).

» Agree with resellers on the resale pricing of Apple products without Legal Department
approval.

* Require vendors to purchase Apple products in order to sell products or services to
Apple.

» Describe the products or services of competitors inaccurately to promote Apple products
or services.

» Engage in any pricing or other practices that could defraud a supplier or others.

Violate fair bidding practices, including bidding quiet periods, or provide information to
benefit one vendor over other vendors.

Endorsements

When representing Apple, never endorse a product or service of another business or an
individual, unless the endorsement has been approved by your manager and Corporate
Communications. This does not apply to statements you may make in the normal course of
business about third-party products that are sold by Apple.

Open Source Software

Open source software is software for which the source code is available without charge
under a free software or open source license. Before using or modifying any open source
software for Apple infrastructure or as part of an Apple product or service development effort,
you must review Apple’s Open Source Policy and contact the Legal Department for approval
using the forms referenced in that policy.



Tell me more about pricing products that are sold

to governments.

Governments shouldn’t be charged more for our
products or services than Apple charges other
customers for the same products or services. There
are laws that make it a crime to overcharge the U.S.

government. Some other countries have similar laws.

Can | avoid a gift limitation by paying for a gift,
such as lunch or golf, myself?

No. If you are representing Apple, any gift to a
government employee would be viewed as coming
from Apple.

What is considered a gift to a U.S. or

foreign official?

In most cases, anything of value that is given is
considered a gift. This includes items such as meals,
golf, entertainment, and product samples. Cash is
never an acceptable gift. Typically, giving cash is
viewed as a bribe or kickback and is against Apple
policy.

Who is considered a government official?

Any official or employee of a government, a public
international organization (such as the European
Commission), any department or agency thereof, or
any person acting in an official capacity. It can also
include employees of a state-run or state-owned
business, such as a public utility or university.
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Governments as Customers

Governments are unique customers for Apple. Governments often place special
bidding, pricing, disclosure, and certification requirements on firms with which they do
business. Discuss these requirements with Government Affairs or your local Apple
Legal representative before bidding for government business. For example, Apple may
have to certify that it is supplying the government with the lowest price charged to
Apple’s commercial customers. Apple may also have to certify that its prices have been
arrived at independently—that is, without collaboration with a third party.

Gifts to U.S. Officials

It may be illegal to give a gift, even an inexpensive meal or a T-shirt, to a government
employee. The rules vary depending on the location and job position of the government
employee (for example, rules may vary by state, school district, and city, and there may
be different rules for various elected and nonelected officials).

To prevent violations, review planned gifts to government officials with Government
Affairs in advance of giving a gift.

Gifts to Non-U.S. Officials

In many countries it is considered common courtesy to provide token/ceremonial gifts to
government officials on certain occasions to help build relationships. Check local
requirements and review any such gifts exceeding US$25 in advance with the Legal
Department. For meals, the US$25 limit does not necessarily apply. Check here for
value limits by country on meals to non-U.S. public officials and employees. Meals at
any value should be avoided with officials from government agencies where Apple has
a pending application, proposal, or other business.

No Bribery or Corruption

Offering or giving anything of value to a government official for the purpose of obtaining
or retaining business or to secure any improper advantage is illegal. Apple personnel
shall not offer or accept bribes or use other inappropriate means to obtain an undue or
improper advantage, or otherwise violate U.S. or international anticorruption laws and
regulations (e.g., the U.S. Foreign Corrupt Practices Act).

For additional information, see Apple’s Foreign Corrupt Practices Act Policy.

Political Contributions

Apple contributes selectively to political candidates and committees. All corporate
political contributions, whether monetary or in-kind (such as the donation/lending of
equipment or technical services to a campaign), must be approved in advance by Apple
Government Affairs. Employees may not use Apple assets (including employee work
time, or use of Apple premises, equipment, or funds) to personally support candidates
and campaigns. It is illegal for Apple to reimburse an employee for a contribution. For
more information, see the Apple Corporate Political Compliance Policy and the Political
Contributions and Expenditures Policy.



What should I do if I' m interested in hiring a
current or recent government employee?
Contact Government Affairs before beginning
any negotiations to hire a current or recent
government, military or other public sector

employee as an Apple employee or consultant.

How do | get more information regarding
Apple’s environmental, health, and safety
programs?

Visit the Environment+Safety site.

What if | want to get more involved in
community activities?
Contact Community Affairs. This group

promotes, supports, and facilitates employees’

involvement in community volunteer activities.
Outside the U.S., check with your local Public
Relations team.
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Charitable Donations

Employees are encouraged to support charitable causes of their choice, as long as that
support is provided without the use or furnishing of Apple assets (including employee work
time, or use of Apple premises, equipment, or funds). Any charitable donations involving
Apple assets require the approval of the Chief Executive Officer or Chief Financial Officer.
For additional information, see Finance Policy 1.10.

Hiring Government Employees

Laws often limit the duties and types of services that former government, military or other
public sector employees may perform as employees or consultants of Apple. Employment
negotiations with government employees are prohibited while the employees are participating
in a matter involving Apple’s interests.

Trade Restrictions and Export Controls

Many countries periodically impose restrictions on exports and other dealings with certain
other countries, persons, or groups. Export laws may control trading of commodities or
technologies that are considered to be strategically important because they have the
potential to be used for military purposes. Laws may cover travel to or from a sanctioned
country, imports or exports, new investments, and other related topics. Certain laws also
prohibit support of boycott activities. See Apple’s Export Control policy for more information.

If your work involves the sale or shipment of products, technologies, or services across
international borders, check with the Export Department to ensure compliance with any laws
or restrictions that apply.

Environment, Health, and Safety (EHS)

Apple operates in a manner that conserves the environment and protects the safety and
health of our employees. Conduct your job safely and consistent with applicable EHS
requirements. Use good judgment and always put the environment, health, and safety first.
Be proactive in anticipating and dealing with EHS risks.

In keeping with our commitment to the safety of our people, Apple will not tolerate workplace
violence. For additional information, review Apple’s Workplace Violence policy.

Community Activities

At Apple, we comply with all laws and regulations and operate in ways that benefit the
communities in which we conduct business. Apple encourages you to uphold this
commitment to the community in all your activities.

If you hold an elected or appointed public office while employed at Apple, advise Government
Affairs. Excuse yourself from involvement in any decisions that might create or appear to
create a conflict of interest.



What are assets?

Assets include Apple’s extremely valuable
proprietary information (such as intellectual
property, confidential business plans,
unannounced product plans, sales and
marketing strategies, and other trade secrets);
as well as physical assets like cash,
equipment, supplies, and product inventory.

Where can | learn more about information
protection and nondisclosure agreements?
View the Apple policy on Confidential,
Proprietary, and Trade Secret Information.

If | believe that it is appropriate to disclose
confidential proprietary information to a
vendor or other third party, what should |

do?

First, verify that there is a business need for
the disclosure. Second, obtain your manager’s
approval for the disclosure. Third, be sure that
a nondisclosure agreement is in place with the
vendor or third party, and that you forward the
original copy of the agreement to the Legal
Department. If you are still unsure, check with
the Legal Department before making the
disclosure.

How do | identify confidential Apple
information in documents?
Mark these documents “Apple Confidential.”

What if | have a specific question on the
use of the Apple name, names of products
or services, or the Apple logo?

Please direct questions about the Apple
corporate identity to corpID@apple.com.

How can | find out more about patents?
Visit Apple’s Patent Information site.
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Protecting Apple’s Assets and Information

As an Apple employee you must protect Apple’s property and abide by the following
guidelines:

» Follow all security procedures and be on the lookout for any instances you believe could
lead to loss, misuse, or theft of company property.

Protect physical assets such as equipment, supplies, cash, and charge cards.

* Use extreme care to protect Apple’s proprietary information from improper disclosure to
third parties. This information includes technical product information, information related to
current and future products and services, confidential market research, sales and
marketing plans, nonpublic earnings or financial data, and organizational charts and
information.

* Follow procurement policies and procedures when acquiring goods or services on behalf
of Apple, avoiding any real or apparent conflict of interest. For more information on
procurement policies and procedures, talk to your manager or visit Apple Procurement.

» Use Apple’s assets in a manner that prevents damage, waste, misuse, or theft. Use
assets only for legal and ethical purposes.

» Dispose of assets only with appropriate approval and in compliance with applicable
policies. Before disposing of assets, discuss your plans with your manager.

Confidential Apple Information

One of Apple’s greatest assets is information about our products and services, including
future product offerings. Never disclose confidential operational, financial, trade secret, or
other business information without verifying with your manager that such disclosure is
appropriate. Typically, disclosure of this information is very limited, and the information may
be shared with vendors, suppliers, or other third parties only after a nondisclosure agreement
is in place. Even within Apple, confidential information should be shared only on a need-to-
know basis. The Intellectual Property Agreement you signed when you joined Apple defines
your duty to protect information.

The Apple Identity and Trademarks

The Apple name, names of products (such as iPhone), hames of services (such as
AppleCare), tag lines (such as “Don’t steal music”), and logos (such as the familiar Apple
logo) collectively create the Apple identity. Before publicly using the Apple name, product
names, service names, tag lines, or the Apple logo, review Apple’s corporate identity
guidelines on how names and logos can be used and presented (for example, the size of the
Apple logo and the amount of white space surrounding the logo). Before using the product
names, service names, tag lines, or logos of third parties, check with the Legal Department.

Apple Inventions, Patents, and Copyrights

Apple’s practice is to consider for patenting the inventions of its employees, regardless of
whether the inventions are implemented in actual products. If you are involved in product
development, you should contact the Legal Department regarding the patentability of your
work. Be alert to possible infringement of Apple’s patents and bring any possible
infringements directly to the Legal Department.

If you create original material for Apple that requires copyright protection, such as software,
place Apple’s copyright notice on the work and submit a copyright disclosure form to the
Legal Department. For more information, visit the Apple Copyright Information site.



How can | learn more about procedures for
meals and travel?

See Apple’s Travel policy or talk to your
manager.

If | suspect money laundering, what should
I do?

Advise your manager or contact the Apple
Legal Department.
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Activities Related to Technical Standards

There are numerous organizations that develop or promote technical standards (e.g., W3C,
OASIS, INCITS, IEEE, ETSI). Before engaging in activities related to technical standards,
including, for example, joining a standards organization or working group, contributing
technology to a standard, or using a standard in the development of an Apple product,
employees must receive management and Legal approval. For additional information, see
Apple’s Standards Legal Policy.

Accuracy of Records and Reports

Accurate records are critical to meeting Apple’s legal, financial, and management obligations.
Ensure that all records and reports, including customer information, technical and product
information, correspondence, and public communications, are full, fair, accurate, timely, and
understandable.

Never misstate facts, omit critical information, or modify records or reports in any way to
mislead others, and never assist others in doing so.

Business Expenses

All employees must observe policies and procedures regarding business expenses, such as
meal and travel expenses, and submit accurate expense reimbursement requests.
Guidelines on daily meal expenses vary worldwide.

Establishing Bank Accounts

All Apple bank accounts must be approved and established by Apple’s Treasury Department.
All payments must be made by recordable and traceable methods. For more information,
contact the Treasury Department.

Loans, Advances, and Guarantees

Other than through established corporate programs, such as programs for employee
relocation and the cashless exercise of stock options, Apple does not provide loans or
advances of corporate funds to its employees, officers, Board members, or their families and
does not guarantee their obligations.

Money Laundering

Money laundering is the process by which individuals or organizations try to conceal illicit
funds or make these funds look legitimate. If you are in a position to deal directly with
customers or vendors, the following examples may be indications of potential money
laundering:

» Attempts to make large payments in cash

» Payments by someone who is not a party to the contract

* Requests to pay more than provided for in the contract

» Payments made in currencies other than those specified in the contract
» Payments from an unusual, nonbusiness account



Tell me more about “legal holds.”

In a litigation case or other legal matter, Apple
may be required to produce documents. In
these cases the Legal Department may put a
“legal hold” on certain documents to prevent
the documents from being destroyed, altered,
or modified. If it is found that Apple has failed
to retain or produce required documents,
penalties or adverse rulings may result.
Adverse rulings in major litigation cases can
cost Apple a significant amount of money.
Failure of employees to retain and preserve
documents placed on a legal hold may result
in discipline or discharge.
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Document Retention and Legal Hold

As an Apple employee, you have a responsibility to manage documents and make decisions
on document retention. The definition of “document” is extremely broad. For example, every
email or other electronic file, every customer record, and every transaction involves the
creation of a document. Different documents have different retention periods. Check with your
manager or contact Records Management to determine the appropriate retention period for
documents in your area.

At times, Apple may need to retain documents beyond the period they would normally be
retained. The most common reasons are litigation or other legal matters. In these situations,
retention and preservation of documents is critical. If you have documents that may be
required for litigation or other legal matters, the Legal Department will place those documents
on a “legal hold,” meaning the documents cannot be altered, destroyed, deleted, or modified in
any manner. Legal will notify the individuals most closely identified with the documents about
the legal hold and will provide instructions for retaining the documents. Recipients of a legal
hold must ensure that these instructions are followed. A legal hold remains in effect until you
are notified by the Legal Department in writing.



Can you give an example of conflicts of
interest or potential divided loyalty?

Your brother-in-law owns a business, that
business is being considered as a vendor for
Apple, and you are one of the decision
makers.

Am | allowed to develop outside iPhone or
iPad apps on my own time?

No. Employees are not permitted to have any
involvement in the development of outside
iPhone or iPad apps, either alone or jointly
with others.

May | occasionally use my Apple email
address for my outside business?

Limited personal use of your Apple email is
permitted for activities such as sending a brief
message to a friend. You may never use your
Apple email for an outside business.

I’'m working on an invention on my own

time. Does Apple need to know?

If your invention relates to your job at Apple or
could compete with current or reasonably
anticipated future products or services of
Apple, disclose the invention to your manager.

May | serve on the board of directors of an
outside enterprise or organization?

If you plan to serve on a board, you must
obtain approval from your manager and the
Senior Vice President for your organization. In
addition, Vice Presidents and Executive Team
members must obtain the approval of their
manager and the CEO before they can accept
a position on the board of directors of a private
or publicly traded company (other than
nonprofit entities).
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Conflicts of Interest

A conflict of interest is any activity that is inconsistent with or opposed to Apple’s best
interests, or that gives the appearance of impropriety or divided loyalty. Avoid any situation
that creates a real or perceived conflict of interest. Use good judgment, and if you are unsure
about a potential conflict, talk to your manager, contact Human Resources, check with the
Legal Department, or contact the Business Conduct Helpline.

Do not conduct Apple business with family members or others with whom you have a
significant personal relationship. In rare cases where exceptions may be appropriate, written
approval from the Senior Vice President for your organization is required.

You shouldn’t use your position at Apple to obtain favored treatment for yourself, family
members, or others with whom you have a significant relationship. This applies to product
purchases or sales, investment opportunities, hiring, promoting, selecting contractors or
suppliers, and any other business matter. This does not apply to special purchase plans
offered by Apple. If you believe you have a potential conflict involving a family member or
other individual, disclose it to your manager.

Outside Employment and Inventions

Full-time Apple employees must notify their manager before taking any other employment. In
addition, any employee (full-time or part-time) who obtains additional outside employment,
has an outside business, or is working on an invention must comply with the following rules.

Do not:

» Use any time at work or any Apple assets for your other job, outside business, or
invention. This includes using Apple workspace, telephones, computers, Internet access,
copy machines, and any other Apple assets or services.

» Use your position at Apple to solicit work for your outside business or other employer, to
obtain favored treatment, or to pressure others to assist you in working on your invention.

» Use confidential Apple information to benefit your other employer, outside business, or
invention.

» Participate in an outside employment activity that could have an adverse effect on your
ability to perform your duties at Apple.

» Participate in an outside business or outside employment, or develop an invention, that is
in an area of Apple’s present or reasonably anticipated future business.

Before participating in inventions or businesses that are in the same area as your work for
Apple or that compete with or relate to present or reasonably anticipated Apple products or
services, you must have written permission from your manager, an Apple product law
attorney, and the Senior Vice President of your organization. For additional information, see
Apple’s policy on Conflicts of Interest.



| have stock in companies that do business
with Apple. Is this a problem?

It's unlikely that this is a problem. However, it
could be a concern if (1) you're influencing a
transaction between Apple and the company,
and (2) the transaction is significant enough to
potentially affect the value of your investment.

How do | know whether information is
material?

Determining what constitutes material
information is a matter of judgment. In general,
information is material if it would likely be
considered important by an investor buying or
selling the particular stock.

Does Apple’s policy apply to buying or

selling stock in other companies?

Yes. For example, say you learn about a
customer’s nonpublic expansion plans through
discussions about hardware purchases. If you
purchase stock in the customer’'s company or
advise others to do so, it could be viewed as
insider trading.

What is harassment?

Harassment can be verbal, visual, or physical
in nature. Specific examples of prohibited
harassing conduct include, but are not limited
to: slurs, jokes, statements, notes, letters,
electronic communication, pictures, drawings,
posters, cartoons, gestures, and unwelcome
physical contact that are based on an
individual’'s protected class.

Need more information?

In the U.S., refer to Apple’s Harassment policy.

Qutside the U.S., contact Human Resources.
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Personal Investments

Many Apple employees have investments in publicly traded stock or privately held
businesses. These personal investments may give rise to a conflict of interest if you are
involved in or attempt to influence transactions between Apple and a business in which you
are invested. If a real or apparent conflict arises, disclose the conflict to your manager. The
manager will help determine whether a conflict exists and, if appropriate, the best approach
to eliminate the conflict.

Workplace Relationships

Personal relationships in the workplace may present an actual or perceived conflict of interest
where one individual in the relationship may be in a position to make or influence
employment decisions regarding the other. If you find yourself in such a relationship, you
must notify Human Resources so they may assist you in resolving any potential conflicts.
Employees should not allow their relationships to disrupt the workplace or interfere with their
work or judgment. For additional information, see Apple’s policy on Personal Relationships.

Buying and Selling Stock

Never buy or sell stock while you are in possession of information obtained through your
employment at Apple that has not been publicly announced and could have a material effect
on the value of the stock. This applies to decisions to buy or sell Apple securities and to
investments in other companies. It is also against Apple policy and may be illegal to give
others, such as friends and family, tips on when to buy or sell stock while you are in
possession of material, nonpublic information concerning that stock.

In addition, employees are prohibited from investing in derivatives of Apple’s securities. This
includes, but is not limited to, trading in put or call options related to securities of the
company.

Members of Apple’s Board of Directors, executive officers, and certain other individuals are
subject to blackout periods during which they are prohibited from trading in Apple stock. If
you are subject to these restrictions, you will be notified by the Legal Department. Even if you
are not subject to blackout periods, you may never buy or sell stock while you are in
possession of material, nonpublic information.

Review Apple’s Insider Trading policy. Specific questions on buying and selling stock should
be referred to the Legal Department.

Harassment and Discrimination

Apple encourages a creative, culturally diverse, and supportive work environment. Apple
does not tolerate harassment or discrimination based on factors such as race, color, sex,
sexual orientation, gender identity characteristics or expression, religion, national origin, age,
marital status, disability, medical condition, veteran status, or pregnancy. Additional
restrictions may apply based on regional laws and regulations.

These requirements apply to interactions with employees, customers, suppliers, and
applicants for employment and any other interactions where you represent Apple.

If you feel that you have been harassed or discriminated against or have withessed such
behavior, report the situation to a manager or to Human Resources. You may also contact
the Business Conduct Helpline.



Where can | learn more about policies on
confidential employee information?
View the Apple Safe Harbor Privacy Policy.

Is personal information on my computer
system private?

Limited personal use of Apple equipment and
systems is allowed, but subject to local
regulations, Apple may monitor equipment and
systems. If in doubt, check with the Legal
Department.

If I make a presentation on my own time,

may | accept a payment?

That depends. If you are representing Apple,
you may not accept payment. If you are on
your own time and are not representing Apple,
you may be allowed to accept payment. Before
accepting this type of opportunity, check with
your manager, Human Resources, or the
Business Conduct Helpline.

What if | have a substance abuse issue?

Help yourself and Apple by taking action. Talk
to your Human Resources representative or, in
the U.S., view information on the Employee
Assistance Program.
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Confidential Employee Information

As part of your job, you may have access to personal information regarding other Apple
employees or applicants, including information regarding their employment history, personal
contact information, compensation, health information, or performance and disciplinary
matters. This information is confidential and should be shared only with those who have a
business need to know. It should not be shared outside Apple unless there is a legal or
business reason to share the information and you have approval from your manager.

Privacy

Subject to rules or regulations affecting an employee’s rights, Apple may monitor or search
its work environments, including equipment, networks, mail, and electronic systems, without
notice. Apple monitors facilities and equipment to promote safety, prevent unlawful activity,
investigate misconduct, manage information systems, comply with legal guidelines, and for
other business purposes.

Public Speaking and Press Inquiries

All public speaking engagements that relate to Apple’s business or products must be
preapproved by your manager and Corporate Communications. If you receive approval to
make a public presentation at a business meeting or conference, you may not request or
accept any form of personal compensation from the organization that requested the
presentation. This does not prohibit accepting reimbursement for expenses, if approved by
your manager.

All inquiries from the press or the financial analyst community must be referred to Corporate
Communications or the Investor Relations Department.

Publishing Articles

If you author an article or other publication, do not identify yourself in the publication as an
employee of Apple without prior approval from Corporate Communications. This could be
viewed as an endorsement by Apple.

Substance Abuse

Employees are prohibited from manufacturing, distributing, dispensing, possessing, using, or
being under the influence of illegal drugs in the workplace. Use of alcohol or medications on
the job or before work can cause safety issues, damage customer relations, and hurt
productivity and innovation. Use good judgment and keep in mind that you are expected to
perform to your full ability when working for Apple. View Apple’s policy on Drugs in the
Workplace.
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Your Obligation to Take Action

Always apply Apple’s principles of business conduct, follow Apple policies, and comply with
laws and regulations. When you are unsure, take the initiative to investigate the right course
of action. Check with your manager, Human Resources, Legal, Internal Audit, or Finance,
and review our policies on AppleWeb. If you would like to talk with someone outside your
immediate area, consider contacting the Business Conduct Helpline.

If you know about a possible violation of Apple’s Business Conduct Policy or legal or
regulatory requirements, you are required to notify your manager (provided your manager is
not involved in the violation), Human Resources, Legal, Internal Audit, Finance, or the
Business Conduct Helpline. Failure to do so may result in disciplinary action.

Employees must cooperate fully in any Apple investigation and must keep their knowledge
and participation confidential to help safeguard the integrity of the investigation.

Business Conduct Helpline

The Business Conduct Helpline is available 24/7 to all employees worldwide to help answer
your questions on business conduct issues, policies, regulations, and compliance with legal
requirements. It also allows you to advise Apple of situations that may require investigation or
management attention.

The Business Conduct Helpline is committed to keeping your issues and identity confidential.
If you would be more comfortable doing so, you may contact the Helpline anonymously. Your
information will be shared only with those who have a need to know, such as those involved
in answering your questions or investigating and correcting issues you raise. Note that if your
information involves accounting, finance, or auditing, the law may require that necessary
information be shared with the Audit and Finance Committee of Apple’s Board of Directors.

Due to legal restrictions, anonymous use of the Business Conduct Helpline is not encouraged
in certain countries (e.g., France).

Apple will not retaliate—and will not tolerate retaliation—against any individual for their good-
faith use of the Business Conduct Helpline.

Information on contacting the Business Conduct Helpline—including via emalil, toll-free
telephone, and web access—is available on AppleWeb.
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Policies and References

Alcohol in the Workplace

Books and Publications

Business Conduct Helpline

Buying and Selling Stock: Blackout Periods

Buying and Selling Stock: Insider Trading

Community Affairs

Confidential, Proprietary, and Trade Secret Information

Copyright Information

Copyright Policy

Corporate Identity Guidelines

Customer Privacy Policy

Diversity

Employee Assistance Program (U.S. only)

Environment+Safety

Equal Employment Opportunity

Export Control

Foreign Corrupt Practices Act Policy

Government Affairs
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Policies and References (continued)
Harassment

Information Security

Intellectual Property

Legal Department Contacts

Mail and Electronic Communications

Name and Logo Use Questions: corplD@apple.com
Nondisclosure and Confidentiality Agreements
Open Communication

Open Source Software

Outside Business Activities

Patent Information

Patent Policy

Personal Relationships

Political Compliance

Procurement

Reasonable Accommodation

Records Management

Safe Harbor Privacy Policy

Standards Legal Policy

Trademarks

Travel Policy

© 2011 Apple Inc. All rights reserved. Apple, the Apple logo, iPhone, iPad, and iTunes are trademarks of Apple Inc.,
registered in the U.S. and other countries. AppleCare is a service mark of Apple Inc., registered in the U.S. and other
countries.
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Exhibit 21.1
SUBSIDIARIES OF

APPLE INC.*
Jurisdiction
of Incorporation
Apple Sales Internation. Ireland
Apple Operations Internation Ireland
Braeburn Capital, Inc Nevada, U.S

*

Pursuant to Item 601(b)(21)(ii) of Regulationk$Sthe names of other subsidiaries of Apple In@ amitted because, considered in
aggregate, they would not constitute a significartsidiary as of the end of the year covered tg/riport.



Exhibit 23.1
Consent of Ernst & Young LLP, Independent Registerd Public Accounting Firm

We consent to the incorporation by reference inRbgistration Statements on Forms S-8 (333-75938,125148, 333-146026, 33%5214
and 333168279) of Apple Inc. of our reports dated Octab@r2011 with respect to the consolidated finansialements of Apple Inc., and

effectiveness of internal control over financiapeeting of Apple Inc., included in this Annual Rep@n Form 10K for the year ende
September 24, 2011.

/sl Ernst & Young LLP

San Jose, California
October 26, 2011



Exhibit 31.1
CERTIFICATIONS

I, Timothy D. Cook, certify that:

1.
2.

| have reviewed this annual report on Forr-K of Apple Inc.;

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omigtede a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer(s) and | are responsifde establishing and maintaining disclosure cdstend procedures {
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13&15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and procedumesawased such disclosure controls and procedurdze tdesigned under ¢
supervision{o ensure that material information relating to tégistrant, including its consolidated subsidigyrie made known to
by others within those entities, particularly dgyithe period in which this report is being prepa

(b) Designed such internal control over financial réipgr; or caused such internal control over finahiggorting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting antle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls amsteuiures, as of the end of the period covered ks rdport based on st
evaluation; ant

(d) Disclosed in this report any change in the segnt’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registranburth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(&) All significant deficiencies and material weaknesgethe design or operation of internal controtiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize, and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sa@mifrole in the registrarst’
internal control over financial reportin

Date: October 26, 2011

By: /s/ Timothy D. Cook
Timothy D. Cook
Chief Executive Office




Exhibit 31.2
CERTIFICATIONS

I, Peter Oppenheimer, certify that:

1.
2.

| have reviewed this annual report on Forr-K of Apple Inc.;

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omigtede a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer(s) and | are responsifde establishing and maintaining disclosure cdstend procedures {
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13&15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and procedumesawased such disclosure controls and procedurdze tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known tc
by others within those entities, particularly dgyithe period in which this report is being prepa

(b) Designed such internal control over financial réipgr; or caused such internal control over finahiggorting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting antle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls amsteuiures, as of the end of the period covered ks rdport based on st
evaluation; ant

(d) Disclosed in this report any change in the segnt’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registranburth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(&) All significant deficiencies and material weaknesgethe design or operation of internal controtiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize, and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sa@mifrole in the registrarst’
internal control over financial reportin

Date: October 26, 2011

By: /s/ Peter Oppenheimer
Peter Oppenheimer
Senior Vice President,
Chief Financial Office




Exhibit 32.1

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

I, Timothy D. Cook, certify, pursuant to 18 U.SSkction 1350, as adopted pursuant to Section 9@&dbarbane®xley Act of 2002, that tt
Annual Report of Apple Inc. on Form X0for the fiscal year ended September 24, 201Y fedimplies with the requirements of Section 1
or 15(d) of the Securities Exchange Act of 1934 #rat information contained in such Form K(airly presents in all material respects
financial condition and results of operations ofpfelnc.

October 26, 2011

By: /s/ Timothy D. Cook
Timothy D. Cook
Chief Executive Office

I, Peter Oppenheimer, certify, pursuant to 18 U.&éxtion 1350, as adopted pursuant to Sectioro®@te Sarbane®xley Act of 2002, th:
the Annual Report of Apple Inc. on Form 10-K foetfiscal year ended September 24, 2011 fully caesphiith the requirements of Section 13
(a) or 15(d) of the Securities Exchange Act of 1884 that information contained in such FormKL€airly presents in all material respects
financial condition and results of operations ofphinc.

October 26, 2011

By: /s/ Peter Oppenheimer
Peter Oppenheimt
Senior Vice President, Chief Financial Offic

A signed original of this written statement reqdifgy Section 906 has been provided to Apple Ind.will be retained by Apple Inc. a
furnished to the Securities and Exchange Commissiats staff upon reques



