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January 81,1888 When we started Adobe six 
years ago, none of us imagined 
the far-reachihg effect our 
products would have through- 
out the computer, printing and 
publishing industries. 

Postscript software now 
pervades electronic communi- 
cations. Nearly every major 
computer system, printer and 
typesetter manufacturer offers 
printing solutions from Adobe. 

This success is reflected in the 
growth of our revenue, which 
more than doubled in 1988- 
to $83.5 million, from $39.3 
million in 1987. Our net income 
increased to $2 1.1 million from 
$9.0 million last year. 

The gains in revenue were 
mostly due to an increase in the 
number of royalty-paying 
customers from eight to thirteen 
and the strong performance of 
Apple Computer on the systems 
side of our business. Overall 
revenue also increased from our 
application software business 
and from Adobe's European 
subsidiary. 

We attribute many of the 
company's accomplishments to 
our 291 talented and hard- 
working people. In 1988, Adobe 
earned an outstanding $360,000 
in revenue per employee. 

Adobe paid its first dividend 
beginning in the second quarter 
of 1988. Dividends paid were 
$.04 per share per quarter for 
the final three quarters. 

We've expanded our Postscript 
software teclpology into new 
domains-including color 
printing, support of non-roman 
alphabets for the Japanese 
market, and the Display Post- 
Scriptmsystem. The Adobea 
Type Library more than 
doubled, to include software for 
over three-hundred typefaces. 

We also announced two new 
versions of Adobe Illustrator,@ 
our award-winning application 
program. Adobe Illustrator 88" 
began shipping last May with 
new capabilities for Macintosh 
users. Adobe Illustratorm- 
Windows Version, for IBM 
users, began shipping this 
month. The second volume of 
Adobe Collector's Edition also 
shipped this month. 

The company acquired 
Spectrum Digital Systems 
and its TrueForni" product 
last October. We're eager to 
enter this new field of forms 
management. 

All of these developments 
influenced Adobe's exceptional 
profitability in 1988. Not only 
did we exceed our own projec- 
tions for growth, but we also 
hired more talent and laid the 
groundwork for exciting future 
achievements. 

t and Cbieflkehe 

Charles M. Geschke 
lkmtive V i e  Predmt 
and Cbitf Operating office* 



Adobe engineers work with their clients 
to design the PostScript interpreter, 
the heart of Postscript technology. Over 
350,000 Postscript printers have been 1 
shipped t o  date. 



R E P O R T  F R O M  S Y S T E M S  D I V I S I O N  

Postscript: The Adobe's Systems Division 
Technology Ulat develops PostScript interpreter 

Continues to software, the Display PostScript 
Revolutionize system, and typeface software 

Computer Printing for computer, printer and 
and Publishing typesetter manufacturers, who 

distribute these products to 
their customers. In fiscal 1988, 
royalties from these customers 
provided nearly 74 percent of 
Adobe's $83.5 million revenue. 

Adobe adapts its PostScript 
software to meet the require- 
ments of each manufacturer's 
product. In most cases, Adobe 
provides its proprietary designs 
for the printer's digital control- 
ler. In addition, each printer 
product contains a collection of 
typefaces which is licensed to 
the manufacturer. PostScript- 
generated pages can include 

As a result, more than 3000 
application programs support 
the PostScript page description 
language, stimulating the 
demand for printers containing 
the PostScript interpreter. 
Software applications that can 
print on PostScript printers now 
include best-selling word 
processing, page layout, spread- 
sheet and graphics programs 

multiple typefaces, precision such as Microsoft Word: Word 
The PostScript language 

line art, charts, tables and Perfece Aldus PageMaker: 
gives manufacturers, software 

photogrgphic images. This Excel: L o d  1-2-3, and 
developers and computer users 

versatility is vital to the com- Adobe Illustrator 88. 
access to an industry-standard 

puter printing and publishing 
imaging model for both printers Manufacturers pay royalties 

industry. 
and computer displays. to Adobe for the right to 

PostScript software interpreters 
have enabled a growing array of 
laser printers, typesetting 
equipment and other output 
devices to produce pages of 
integrated text and graphics. In 
fact, since 1985, when Apple 
Computer introduced the Apple 
LaserWriter:AdobeYs customers 
have shipped over 350,000 
printers and typesetters 
containing PostScript software 
from Adobe. 

A U N I Q U E  MARKETING 

S T R A T E G Y  

To encourage the development 
of application programs that are 
compatible with its PostScript 
interpreter, Adobe makes its 
PostScript language available to 
all software developers. The 
company also provides training, 
telephone support and technical 
information to help software 
developers produce PostScript 
language drivers for their 
application packages. 

distribute products containing 
the PostScript interpreter. In 
return, Adobe gives manufactur- 
ers the assistance they need to 
design and develop their 
Postscript-based products. This 
strategy has been financially 
successful, and has promoted a 
new union between software 
developers and hardware 
manufacturers that continues to 
benefit Adobe Systems. 



A new level of 
m l lence  in screen 

fidelity is revealed 
on the NeXT computer 

using the Display 
Postscript system. 

T H E  I N D U S T R Y  

S T A N D A R D  

PostScript software technology 
is an industry standard for 
electronic printing and publish- 
ing. The Postscript language 
pervades every aspect of visual 
communications: books, maps, 
reports, correspondence, 
manuals, charts, forms, bro- 
chures, newsletters, posters, 
ads, packaging, slides, overhead 
transparencies, flip charts, 
spreadsheets, diagrams, illustra- 
tions and countless other forms 
of visual communications. 

Twenty-seven companies have 
announced licensing agreements 
with Adobe to distribute the 
Postscript interpreter in printers 
and other output devices they 
are developing. Seventeen of 
these companies have already 
introduced printers that utilize 
the PostScript interpreter. 
Today nearly every major 
computer, printer and typesetter 
manufacturer offers Adobe 
PostScript printing solutions. 

N E W  MARKETS FOR 

POSTSCRIPT PRINTERS 

During 1988, Adobe not only 
expanded the existing Post- 
Script printer market, but also 
extended PostScript software 
technology into new domains- 
color printing and non-roman 
alphabets. 

66 Schlumberger : Hewlett-Packard 
NeXT 

: Monotype 
Matsushita 
Ricoh 

$8 i Scitex 
Fujitsu . General Computer 
Mass Micro Systems 

, Quadram 
AST Research . IBM 

81 Varilyper 
: Qume 

Agfa-Gevaert 
Wang 

M NEC 
NBI . Digital 
Diconix . Dataproducts 
Apollo . Texas Instruments 
Linotype 

. Apple 
8S QMS 

The first color Postscript 
printer was introduced by QMS 
in 1988. Now artists, designers 
and publishers can use graphics 
software like Adobe Illustrator 
88 to produce color composi- 
tions on a personal computer, 
then proof color prints and make 
color separations on a high- 
resolution PostScript typesetter. 

The first Postscript products 
were announced for the Japanese 
market in 1988 by Apple, Digital 
and NEC. Adobe's proprietary 
technology is especially impor- 
tant for products serving the 
Japanese market, where Kanji 
character sets consist of thousands 
of ideographs. This break- 
through will allow the Postscript 
language to become the first 
truly international standard for 
electronic printing-panning 
language, character symbols and 
mographic conventions. 

ADOBE' CUOrOMERt 



PostScript solves complex 
production problems for 

dired marketers. They can 
now create their entir~catalog 

electronically and ship 
the files diredly to the 

printer for plating. 

DISPLAY POSTSCRIPT 

I N T R O D U C E D  FOR 

COMPUTER SYSTEMS 

The most exciting expansion 
of the PostScript technology in 

88 e . $83,483,000 
1988 was the introduction of 
the Display Postscript system, . . .  . . .  . . . . . . . . . . . .  

: . . . . . . . . .  . . .  bringing the benefits of the 
. . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . .  Postscript language to com- 
. . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . .  puter workstations. 

The Display Postscript system 
. . . . . . .  is an exceptionally powerful 

graphics model that supports 
images, graphics and text of any 
size. Graphic elements can be 

..... scaled, rotated, skewed, clipped 

. . .> . .  
. . . . . !  % .  . . . . . . .  or otherwise transformed on 
. . . . . .  1 4  . . .  .... a. . .$ 39,324,000 screen, for maximum flexibility. 

. . . . . . . . . . .  . . .  . . . . . . . . . . , . . . . . .  The system provides an ideal 
. . . . . . . . . . . . . .  .: 
. . . . . . . . . . . . . .  base for developing exciting new 

. . . . . . . . . . .  . . . . . .  text and graphics applications. . . . . . . . . . . . . . .  

Display PostScript produces 
aue WYSIWYG, or "what you see 

..... is what you get." For the first 
. . . . . . . .  time, the image that appears on . . : . . .  I....". 

. . ,  . . . .  the computer display is an 
. . . . . . .  ...... accurate rendition of the image 

that is output on the printer. 
. . . . . .  

The functionality and device 
independence of the Display 
Postscript system are important 
features for workstation manu- 
facturers. These features help 
Adobe's customers sell hard- 
ware. Digital, IBM, NeXT and 
Scitex have already licensed the 
Display Postscript system for 
products which will begin to 
ship in 1989. 

COMMERCIAL P R I N T I N G  

A N D  PUBLISHING 

MARKETS EXPAND 

From the very beginning, 
Adobe's PostScript software 
technology was developed for 
the full spectrum of printing 
and publishing-from conven- 
ient, low-cost printers for office 
and personal use to the most 
sophisticated and demanding 
color prepress publishing 
systems. Two new PostScript 
customers in 1988, R.R. Don- 
nelley and Scitex, exemplify this 
expansion of Adobe technology 
into mainstream commercial 

In 1988, R.R. Donnelley & Sons 
Company, the largest printer in 
North America, standardized on 
the PostScript language for its 
catalog publishmg system, 
PulsarTM. NOW Sears and other 
Donnelley clients prepare their 
catalog materials in PostScript 
format, then transmit these files 
to the Donnelley plant for direct 
output to printing plates. 

Scitex has announced its 
intention to use the Display 
PostScript system to merge text 
and graphics into its color 
prepress composition systems, 
and to drive high-resolution 
output recorders. 

Also in 1988, major commercial 
typesetter manufacturers, 
including Agfa Compugraphic, 
Linotype, Monotype and 
Varityper, announced new 
PostScript typesetter products. 

printing and publishing. 



The type 
of eledronic PostScript 

output used to command 
printer pages rn now 
generate 35mm s l i i ,  

a boon to business 
presentations. 

What lype of program do 
YOU use to o m b  preaentatlons? I 

TYPEFACE 
DEVELOPMENT A N D  

D I S T R I B U T I O N  

Adobe distributes typeface 
software through three chan- 
nels-manufacturers, retailers 
and directly to customers. The 
Adobe Type Library now 
consists of over 300 roman 
typefaces, as well as two Japanese 
Kanji fonts. Adobe is recognized 
as a leading supplier of high- 
quality typefaces for electronic 
printing and publishing. 

Adobe licenses typefaces from 
some of the world's most 
prestigious typeface libraries-- 
including Linotype, ITC, 
Morisawa, Letraset, Fundicion 
Typographica Neufville and 
Bigelow & Holmes. In addition, 
Adobe's team of type designers 
develops original typefaces 
internally. Using proprietary 
software, the company refines 
licensed fonts to achieve high 
quality on laser printers. 

Revenue from typefaces bundled 
with hardware systems continues 

to grow along with the sales of 
PostScript printers and typeset- 
ters. Each PostScript interpreter 
includes a minimum of thirteen 
Adobe fonts. However, most 
printer manufacturers are 
bundling additional fonts with 
their products. As the installed 
base of PostScript printers 
grows, typefaces should continue 
to provide a steady, important 
source of revenue. 

BARRIERS T O  EFFECTIVE 

C O M P E T I T I O N  

facturer offers PostScript 
printing solutions from Adobe. 
The company has formed 
strong, long-term relationships 
with its manufacturing custom- 
ers, resulting in a wide choice 
of printing solutions for the 
marketplace. With only limited 
solutions, competitors may find 
it &cult to locate volume 
markets. 

In 1988, Adobe developed its 
PostScript logotype to reinforce 
brand awareness in the 
marketplace. Many of Adobe's 

Although a number of com- customers now use the new 
pvlies be *g uclonen PostScript logo on their products, 
the Postscript interpreter, packaging, advertising, 
very few can hope to brochures and other mar- 
compete in product keting materials. The 
and support with the symbol also appears on 
assets and resources the first page that prints 
Adobe already has in POSTS= on most PostScript 
place' Competitive Software From Atlob@ printers. 
products face many 
obstacles, including technical, Retailers use the new logotype to 
marketing, legal, quality promote Postscript products 
barriers. from Adobe. Some Adobe 

dealers display the PostScript 
Adobe's PostScript interpreter 
is a de facto srandard. Nearly 
every major computer system, 
printer and typesetter mqu- 



EngiM)Brsai 
Fairchild Aircraft prefer 

PostScript for producing, 
storing, and transmitting 

huge data film of 
technical il tustrations. 

logo in a prominent position in 
front of their stores. They know 
that, for fheir customers, that 
logo symbolizes high-quality 
electronic publishing. 

T H E  F U T U R E  OF 

. 80 ..$2l,08o9ooo P O S T S C R I P T  
. . _ .  . . . .  . . . . . . .  
. . . . . .  

I . .  

Adobe expects continued 
. . . . . . .  
. . . . . .  . . growth as new licensed products .... . . . .  
. . . . .  . . .  enter the market, and as the .... . . . .  
. . . . .  . . .  company intensifies its market- . . . .  . . . .  
. . . . . . . .  ing efforts in Europe, North 
. . . . . . .  
. . . . . .  . . America and Japan. .... . . . .  

The company will continue to 
work with its current clients 
to expand their product lines, 
upgrade their products and 
increase their market penetra- 
tion. At the same time, Adobe 
will seek new relationships with 
manufacturers of both worksta- 
tion and printer products. 

Adobe's controller technology 
continues to advance as the 
company works with hardware 
manufacturers to evaluate new 

Postscript software has 
become increasingly important 

in business publications. 
Pasteup has been elimi- 

nated in this four-color 
newsletter. It was all created 
electronically--from design 

to color separations. 

designs. A range of controller . 

designs, from high-performance 
to low-price, will provide a 
broad spectrum of Postscript 
printing solutions. 

As Display PostScript products 
enter the market, Adobe will 
continue to provide training, 
support and technical informa- 
tion to help software developers 
produce high-quality Postscript 
language application products. 

Adobe cpntinues to enhance its 
PostScript software. The com- 
pany's advanced development 
team is working to improve 
quality, performance, and 
language capabilities-and to 
~rovide PostScript software 
solutions for increasingly 
sophisticated workstations and 
printing systems. 

Color PostScript 

Kanji Interpreter 

Display Postscript 

Non-roman Fonts 

Proprietary Fonts 

Licensed Fonts 

Printer Fonts 

PostScript Interpreter 

PostScript Language 

SYSTEMS PRODUCTS 



Adobe's own grapbic des4 s 
are tbe perfert testing ground for OW 

iopplication products. Tbq rowtineb use 
Adobe Zllustrator 88 to create artwork 
for evelytbing porn annual reports 
to packaging. 



R E P O R T  F R O M  A P P L I C A T I O N  P R O D U C T S  D I V I S I O N  

Mob Application The Application Products 
Products Type Division markets the Adobe 

Font md BrspAlC8 Type ~ ib ra& and graphics 
S m  fat software to users throughout the 

P m M l  world. Revenue from Adobe 
Computers application products increased 

88% in 1988, to over $19 million 
-approximately twenty percent 
of company revenues. 

Introduced in 1986, the Adobe 
Type Library was the company's 
first application software product 
line. The following year, the 
company introduced Adobe 
Illustrator, one of the first high- 
quality illustration programs for 
personal computers. 

Growing demand for the 
Adobe Type Library and Adobe 
Illustrator has added to the 
company's revenue. The 
increased popularity of these 
products reflects the status of 
the PostSctipt language as an 
industry standard. 

In 1988, Adobe opened new 
sales offices in Atlanta, New 
York, and Washington, D.C., 
established distribution in 
Japan, and furthered operations 
in Europe and Canada. 

Adobe's application software 
helps to expand the market for 
Postscript printers. The 
division's goals are to develop a 
strong application software 
business that builds upon the 
advantages of the Postscript 
language, ti, bring Adobe 
typeface software to a broad 
range of customers, and to play 
a leading role in developing the 
electronic publishing market. 

A YEAR OF N E W  

P R O D U C T S  

The Adobe Type Library more 
than doubled in 1988, to include 
software for over 300 typefaces. 
Publications professionals, 
large corporations and other 
computer users need a broad 
selection of typefaces in order to 

communicate effectively. Font 
software packages from the 
Adobe Type Library are now 
available in Apple Macintosh: 
IBM PC and DEC VAXNMS 
formats. 

In September, the company 
announced an exciting new 
version of the library-the 
Adobe Font Folio: The Font 
Folio product includes the 
entire Adobe Type Library on a 
hard disk that connects directly 
to several popular Postscript 
printers. This product, which is 
expected to ship in early 1989, 
enables users to install all the 
typefaces in a few minutes. 

The company also introduced 
three Adobe Publishing Packs in 
1988. Each package contains a 
selection of type families chosen 
for a particular market segment 



PostScript software is a 
valuable ally at Esprit in 

California. Designers rely 
on its speed and flexibility 

in creating fashions, 
from textiles to T-shirts. 

by an expert m the field. The 
Publishing Packs--for Newslet- 
ters, Forms and Schedules, and 
presentations-offer excellent 
value for customers, and they are 
also convenient for dealers who 
carry the Adobe Type Library. 

ADOBE ILLUSTRATOR 

EARNS I N D U S T R Y  

ACCLAIM 

Adobe Illustrator has had a 
significant impact on the growth 
of the Application Products 
Division. Since its release in 
March 1987, the program has 
established a growing base of 
enthusiasts from the graphic 
design community and large 
corporations, where it is revolu- 
tionizing technical illustration 
and other graphics tasks. 

Adobe continued to provide new 
illustration tools for personal 
computers with its January 1988 
announcement of Adobe Illustra- 
tor 88. This version of the 
original product, which began 

shipping in May, adds impor- 
tant features for both graphic 
artists and business people. For 
example, with the program's 
color capabilities, users can now 
create color illustrations and 
four-color separations. An auto- 
trace tool speeds production by 
automatically tracing scanned 
pictures and bit-mapped clip art 
into Postscript format. 

Adobe announced the Adobe 
Illustrator-Windows Version 
for IBM users in the Fall of 
1988. This new product will 
bring many of the benefits of 
Adobe Illustrator 88 to the IBM 
PC compatibles market. 
Shipments are expected to 
begin in early 1989. 

Adobe Illustrator has received 
widespread industry acclaim. 
The Software Publishers 
Association voted Adobe 
Illustrator Best Evaphics Tool, 
Best Bslsiness Prodwtivity Tool, 
and Best of the Best. The package 
also won two of the most 
prestigious software awards in 
Great Britain. Recognition of 
Information Technology 

Achievement (RITA) named 
Adobe Illustrator SoBare 
Prodact of the Year, and the 
product won the British Micro- 
computing Award for Bzlsiness 
SoBare of the Year. 

COLLECTOR'S E D I T I O N S  

OFFER N E W  SHAPES A N D  

P A T T E R N S  

A related new product line, 
Adobe Collector's Edition, 
provides graphic artists with a 
useful assortment of pre-drawn 
shapes. The first software 
package in the series is Adobe 
Collector's Edition: Symbols, 
Borders and Letterforms. These 
designs were all created with the 
Adobe Illustrator program, so 
artists can easily modify them. 

Adobe Collector's Edition: 
Patterns and Textures, an- 
nounced in September 1988, is 
expected to ship in early 1989. 



Adobe Illustrator 88 has 
I I 

become the drawing tool 
of choice for several 

major US newspapers. I 
It's been used here to 

design a cover for the 
weekly TV listing. 

Postscript software 
is effecting big changes 

in the packaging industry. 
It speeds consumer 

goods from concept to 
the store shelves. 
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Illustrator 88 

Publishing Packs 

Collector's Edition 1 

Illustrator 

Downloadable Fonts 

PostScript Language 
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?:,:- 
s Or.; 

to its Einr irr 1988, nraki~g Puot5m$t tbc 
first truly m t m ~ t i m a l  star~dard for 
computer printing. 



R E P O R T  O N  I N T E R N A T I O N A L  O P E R A T I O N S  

Mebe's The growing acceptance of 
~ i a a a l  Bushem PostScript software technology 

~ppertn~irs  in internatidnal markets presents 
exciting opportunities for 
marketing Adobe's systems and 
application products. 

The company first gained 
international distribution of its 
PostScript software through the 
marketing ear ts  of major 
American hardware man&-- 
ers such as Apple, Dataproducts, 
Digital, QMS, Texas Instru- 
ments and Wang, who licensed 
PostScript interpreters from 
Adobe for their printer products. 

Today, major European 
manuhmrs ,  including A&- 
Gevaerg Linotype and Mono- 
type, distribute PostScript 
products worldwide. Several 
European computer companies, 
like Nixdorf, Olivetti and 
Wenger, market Postscript 
printers which they purchase 
from other Adobe licensees. 

Adobe's application products are 
distributed in 2 1 countries on 
four continents throughout the 
world. The company opened its 
first international subsidiary, 

Adobe Systems Europe B.V., in 
the World Trade Center in 
Amsterdam, Netherlands at the 
end of 1987. 

EUROPEAN 
D I S T R I B U T I O N  

In 1988, approximately 25 
percent of all PostScript printers 
were shipped to Europe. With 
the new Amsterdam oflice, 
Adobe will be able to give its 
customers in Europe the same 
kind of sa163 and marketing 
support that it provides in the 
United States. Adobe Systems 
Europe B.V. also offers techni- 
cal support to local software 
developers and customers who 
use Postscript products. 

Adobe's European presence 
helps the company establish 
local retail and distributor 
channels fbr application soft- 
ware. By the end of 1988, the 
Adobe Type Libmy, Adobe 
Illustrator 88, Adobe Collector's 

Edition and the Adobe Publish- 
ing Packs were available in 
sixteen European countries, 
through nineteen distributors. 

Adobe's European business has 
grown considerably during the 
past year. The company's 
European subsidiary will help 
sustain Adobe's success in this 
important market. 

THE POSTSCRIPT 

MARKET IN JAPAN 

Although more than ninety 
percent of all laser printers sold 
throughout the world are 
manufaawed in Japan, only a 
small percentage are mld in the 
Japanese market. 

The Japanese language has 
presented a significant barrier to 
printing automation. Since 
there are over 7,000 Kanji 



HBO cable television 
uses Illustrator 88 for 
creative flexibility on 

their title graphics. 

characters, and they are much 
more complex than the letters of 
the roman alphabet, it has been 
difficult to produce letter-quality 
output with inexpensive laser 
printers. 

80 ..$.98 
The first PostScript products for 

. 1 .  .. printing Kanji were introduced - . ,  . . . . . ' . . . .  in Japan in 1988. Both Apple and . . . . .  . . .  ......... 
. . . . .  . . .  . NEC, one of Japan's leading 
. . . . . .  
. . . . .  . . .  .. personal computer makers, 

.... . . . .  
. . . . .  . . .  .. showed Postscript printers that 
..... ' . print Kanji at the Tokyo Data 

' . _  . . . .  
. . . . . . .  

. Show last September. At the . . .  . . . .  . . .  . . . . .  
. . . . .  . . .  .. same show, a Kanji version of 
.......'.. . . . . .  Adobe Illustrator for the Apple . . .  

Macintosh was demonstrated for .......... . . . . .  . . .  
'.. the &st time. . . . . . . . . .  . . _  

In 1988, Adobe announced 
licensing agreements for the 
Postscript interpreter with 
Ricoh, the second-largest printer 
engine manufacturer in the 
world, as well as Matsushita, one 
of the world's largest electronics 
companies. 

EARWIIBS PER SHARE 

Adobe's proprietary technology 
is important for products serving 
the Japanese market, where 
Kanji character sets consist of 
thousands of ideographs. The 
introduction of Adobe software 
in this new world market will 
allow the PostScript language 
to become the first truly 
international standard for 
electronic printing-panning 
language, character symbols 
and typographic conventions. 

ADOBE'S 

INTERNATIONAL 

F U T U R E  

The market opportunities for 
PostScript products from 
European and Japanese manu- 
facturers will continue to be 
substantial. Adobe is also 
optimistic about the success of 
American manufacturers who 
sell PostScript products in the 
international market. 

The company will form a 
new subsidiary with an office in 
Tokyo in early 1989. This 

office will enable Adobe to be 
near its customers in Japan, and 
will help them market and 
support PostScript products. 
The Japanese office will also I 

support software developers 
working on applications that 
take advantage of the new Kanji 
PostScript printers. 

International activities are 
becoming an increasingly 
important part of Adobe's 
overall business strategy. As the 
company's customers bring their 
products to new markets, 
Postscript software will become 
an integral factor for electronic 
printing and publishing 
throughout the world. 



naveaw Fbyalties 
Product Saw 
Coatract revenue 

Toed revenue 
I 

~ a r l t a n d ~ n s e s  Direct costs 17.6 , 14.3 r0.o rba,4 2 4 ~ ~ 6  

E R d ,  development and antract cars - # .8 +S. 17.6 76.2 6 7  
Sales, marketing and cwmrner supporn ;a54 87-3 82.3 ro2.8 201 .) 
Generd and administrative 6.8 6 9 7.4 10g.f ~39.1 

P - I 

T o d  corn and expenses 

Operating income 
Interest income 

Income before taxes 
income tax expense 

Net income 

Rosulb Total revenue grew rapidly mving the three 
of Opamthm fiscal yeass ended November 30% 1988. The printer 

products ofthe Company's .original equipment 
manufacturer ( O m  customers contizitled ra, meet 
with strong customer aeeepwce producing 
signismt growth in royalty revenye. In fiscal 
1986 two customers were paying the Company 
royd~es. This grew to eight cwtomers by the end 
of had 1 9 7  and increased to thirteen customers 
by the end of &cd 1988. 

Revenue fnMl product sales increased in fhcd 1988 
aver 1gS7. In f i d  1988 the. (%tapany shipped 
Adobe ~ustrator  88, its updated ver$ion of Adobe 
Illustrator, which is a graphics arts and ill~strati~n 
package for the Apple Macintosh computer, and 

increased the number of downladable typeface 
sohame packages available fbr both the Mac- 
btosh and the IBM p e m d  computer. In 
addition, the Company shipped Adobe Collec- 
tor's Edition: Symbols, Borders and Letterforms, 
a sofeware package of designs and fbms used 
frequently by graphic h. Reverme barn 
product sales i n w a d  in fisd 1987 over fiscal 
1986 h e  to the in t rddm of Adobe  tor. 
Also) additional d d a d a b k  typeface 9oihre 
for rba hhchbogh and the hdrtid do-ble 
typeface safeware for IBM perwnd c~111pute1-8 
were shipped in 1987. 



Du&g 1987 the Cdqmy dm opened o@ict ' qppftwe p&c;tiu~ wts m e n c e s  aqd is 
h t e r d a q  the N & w ,  manage its Em- kdatdedlia: dkm cclsxg whea the related y p h c e  
p u r ~ t i i b o o f s o ~ e p r o d n ~ h f i ~ o l '  ~ ~ b ~ l a d b m d i n d b u t i o n . T b c  

, t 9 1 9  o@ce was b speradgn fbr the Iticwll pa r  increase 4 total direct 006tS duting dw thee 
a n c i h e l p a d ~ . ~ ' t h e ~ u e ~ ~ ~ g l c t  y ~ d a e o & ~ p n r m d i s c & ~ i s t m t w i t h  ~~~ its distdbs~fiom in Empe. I ' , indtkw ,jn revanuc pntmd &om rqdties 

cgrsdctmvtm~ ~ d ~ g r b e ~ C : ~  and p w  sales. 
1 

ddsd to dm t l m p z f b ~ &  meet the wcW+ 
c a I ~ o ~ ~ & & e o r n e r P ~ n c t ~ -  
ogmemrdn?uutki&dt4?Cvfs 
aaa t2tmmmGf8 &a am pmlm sWE~IIU Po#- , 
S o i p  i ~ t m p v  ib the ~qmesre'mgl~et8~1d 
tbc ~ irdry  WF -tae En@- s ~ f f  
has dm biea &d tb dmbp md *ce the 
-s &cf&h PlrCHhlCg OUdl as ~ d h b e  
&darn 88 d& orher-e p g h p  
d i d b u d  by the ~ s a n p o y ~  dndop 
~tand~zmtmctc89tshovederreasedasa : 

A sipifiant rmnpa&t of&m cum 4 i  dphies peventsge ,$revenue dm t~ &'wry rapd 
I p d d t b ~ d ~ f i W z f a & ~ ~ t f f b e s ~  ~6W@lh~d& W $ W B $ S W ~ S % & W S ~  , 
uj tfbtri'butd aith Whip f t r ~ ~  or enti+ otpaasoil *,which am mpm I 

1 1  

u d o w d w d a b h a l m r r ~ g e s m ~ ~ .  , ~ t ' m ~ . o ~ t b . n ~ ~ r a u d b l l a n r  
8 % r . @ ~ 7 k 6 0 ~ ~ ~ 8 ~  CIW@~ a s ~ g m d a ~ ~ ~ h ~ ~ w m d  ' ; 
b & w b ~ s s ~ ~ y ~ w w u i w ~ ~ ~  m W g ~ ~ ~ ~ e x p e o t g r m d I  
dimmws. 'TbmkeaEOm~a8a~tap g e V e l ~ f o h d w m ~ t o i n ~ a s a  
u f r r r r n n e a n i n w e a s e . r . n O E M ~ & p  ' ~ t i g t d ~ l i r e i n ~ i y % ~ p s a d t ~ f  

' h i ~ v o b ~ d p ~ e r ; s . ~ ~ ~ c o g a  plamd,incrwm in Me dereh-t s t d b  I 

b g h h g  e, fkd ~ 9 %  d t  d ~ P ~ & &  and Mtl: IWW p m d ~ e a  ind h - d  
~ p p ~ ~ t s ~ w i t h d r e d a a f f l l o a d a b a e  ~ r ~ t i a l ~ e p m ~ .  
~ ~ s Q ~ ~ ~  B w h f i d  
1987 i n d s k d P P 4 m s a h n e ~  
inanred fgr ;ledobeW&tator and in hql yay 
8988, ibr Adobe $lpwmok Rl and Adobe C o b -  
mr's Edition. Co~mnt:  with dw Compw's 
am- polid~s, moTriz~tion O$ agdZeQ1 , 

Sale, marketing ad1 cmmmw support apawes 
i n c r d l o a e r  10% h 1988 Mid a m  zoo% In , 

l * , re8* loerrurch&r~cn&nd~-~)  
hg m%. In additian, sales lad marketing staff ! 

~ b a e f a a d $ s d e ~ ~ w i a e t h e ~ ~ s E u u o -  ' 
psicur andJapanese business datioaship. Dtvin$i 
1987, h e  Corn- created a d b a  d m  b 1 



1 

I 

located in wrim pwq:ad&e United States EO call , expeas p x d  and administrative expknsesl t i  
on dealers nod dhptibmqn o d d  ~~~s grow in h e  with the p w t h  in the rat  afthe 
pPcbge8 &are. Muk&q &pepas iapased cornp&, 
bequse of st& added i q ~  pdttet ndcethg and 
mh.hing ootDiqanicadon wm. Other addihm 
tomarwg-*a;w-bor  
higbei ~ e ~ e b  dd&s@; Soligs smteri638 and 
, w w e 8  a0 &pk, Cmnp*s added 
paducts -1 new edipiooas of cshing produps, 
WCa-y wpea des,-keting aad 1 

Qusmmw mpparr 9, mhue t0'gnoW 
kbd~gegiab~t~itylie~ld 
a b h l h m  a &wingd&bet. '0f-e~~ 

4 p r h q  1 
I I 

Genera d dpbhldsrtiae expen& i n t x e d  
~ ~ ~ ~ f i r b q ~ g 8 6 1 h ~ 9 ~ , ' d u e t o  ' 
pow&in&q&+cfde@ftlponyinme~ , 
R M U ~  and pemd The ~ornpn$n$Pad Into 
a d ~ a ~  4kWyh ~rpv and dded'a aew 
3hddhg in the safne comfl@ bl fik+d I Q ~ !  A.$m , 

during 19% 1hc Gotqmy kq+d a new 
t l g h  o-&r lkmhm q&em 4 atcen+c 
software m B ~ W  the growth b businegs 

htemst income @f @,588,(soq ~767,000 and , 

@a* fgrt the einddd Mwembq 30) 1988, 
1987 snd rggb,  ww aknkd ao dw &paq& cash 
b~~ and shm& writ. The Corn- 
pay's a h  balances h w  increased wer tlk last 
&be yearsr as its qxmrirute have b profimMe 
md gc3ymted positive cash flm. 

T$e Crarrpanfs r p w  1987 and 1$86 ehxive 
inconk mx rap  were 4&:9%,46.8% and 90.3% 
respqiye;ty. Far sn a d p i s  sf the differem 
b e ~ t b e ~ ~ d ~ v e ~ e ~  
rat? M Npie r to &e Ccqwohhd; h d  
sm*.;klgarq.l*rallwntark 
ckdned W b  tfqe * +ears h e  w sltatiwwy 
Icbaruges. 4 -8 The C O ~ M ~  d$gpMcd !%- 
anem 4fFhdkl &am% St~ndards No, @, 

U M t i w  far heom T&? in ~ ' r 9 8 8 ,  
A d ~ g W s ~ d d i d m x m q d t h a m ~ W  
+jmment m t114 ~ o n t p n $ s  b ~ d a l  a-m. 

Total assets of the Company were $6$r4r60,000 at 
the end of f i s M  1988 compwed to $32,3oz,aoo in 
fEscal r987 and $24016,000 in W 1 $ 8 6 .  Working 
capid for the years etlded Nove~nber 30,1988,1987 

and 1986 totaled $3z,rzs,ooo, S I ~ , J ~ ~ , M ) O ,  and 
$II,ISI,OOO, respectively. At the end of W 1988, 
dekned revenue was $6,08%000 compared to 

$ 6 2 . 9 , ~  at the end of fbd 1987. A large part of 
tbis hcreasa was amanted &r by an advance 
against fume royalties by a wge OEM costorna 
for the Company's Display Pos@aipt system. It is 
anticipated that thi~ deferred revenue wil l  be 
recognized as the custonier ships products incor- 
porating the Display PostScript system. 

T h e  Campuly'q cash and short-tern investments 
have ~ O W P  to S ~ ~ , I ? ~ , O O O  in fiscal 1988 fipm 
rr7,44+,opo in fiscal 1987. The Company has 
'been pmf$uble and its capital spending aeeds 
b m  been relatidy modest in relation ts its 
pdmbility, dowing the C o m p y  to generate 
significant: positive cash flow. In light of its 
positbe 6 generation, the Comparj.'s Board of 
Diranar dead bD pay r ruh dividend of t .04 

par cornmop .bx! for the Company's seeond 
fiscal @qrter orf 1988 aMn bas done so for the third 
and %urrh 6 4  quwters. The Company has a 
$~,ooc~,ooo mecured line of m&t available. 
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Aswb Current assets: 
Cash aid eash equivalents 
Sbm-t~lm investments 
Receivables @Totes 2 9nd 10) 

Xn=nmry ( N e  3) 
Dekrred income taxes (Note 7) 

Total c m m t  

Praperty and equipment (Notes 4 and 12) 
Twhce praductian costs 
Other assets 

L)rbllltirr r#l Cmmr liabilities: 
m W U  -expe-W-6) 

Income taxes payable (Note 7) 
Other papbles 
D e h d  revenue 

Tod ewrent liabilities 

Capital lease obligations3 less ameat partion (Note 12) 
D k e d  icome taxes (Nm 7) 

Shatehol&rss qirp (Notes 8 and 9): 
Csmmon stock, no par &e. ~o,ooo,ooo shares authorized; 

~0,672,451; and zo,4a,ggo h e s  issued and outstanding 
at November 34 1988 and 1987, respectively 

Less sbavchdk now f'edaable 



Rarsl#lr Royalties 
(W&u 10) Product sales 

Contract revenue 

Total revenue 

Cm&W Direct costs 
Research, development and contract costs 

(Hob 11) Sales, marketing and customer support 
G e n d  and administrative 

T d  cosrs and expenses 

Operating income 
Interest income 

Income before income taxes 
Income tax expense (Note 7) 

Net income 

Net income per share 

Shares used in computing net income per share 21,4g6,000 Z I , O ~ ~ O O O  18,y1z,ooo --- 



Net h a m e  

CBsnranW Tad SCw ibaihesl Sbmhkimv 
S k  A?Mmt lt&v#bia l&min@ 

$ 3,781 6,3z;r9816 S ZZI $ (21) $ 765 $ 4,646 1 



Net income 
Adjustments to reconcile net income to net cash 

pmided by operating activities: 
Stock option compensation expense 
Depreciation and amortization 
Deferred income taxes 

Changes in ~perating assets and liabiIiuea: 
Receivables 
Inventory. 
Other current assets 
Accrued expenses 
hcome taxes payable 
Other payables 
Deferred revenue 

Net cash provided by operating activities 

Short-term investments 
Purchases of pmperty and equipment 
Capitalized typehce production costs 
Odzer assets 

Net cash used in investing activities 

Principal payments under capid lease obIr'gations 
Proceeds from issuance af P~eEerred Stock 
Proceeds &om issuance of Common Stock, net 
Collections on shareholder notes receivable 
Repurchase of Common Stsck, net 
Dividends paid 

Net cash (used) provided by &ancing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equidents at heginning ofpar 

Cash and cash equivalents at end of year 

Cash paid durirag the pas: 
Interest 
Income taxes 

Non-cash investing and firmawing activities 

Acquisition of new equipmenr under capital leases 
Conversion of Preferred S& to Common Stock 
Tax benefit from exercise of srock options 
Dividends declared but not paid 



N O T E S  50 G O W l O L l D X T h D  R I N A N C I A L  PTATEMENT'S 
N O W B M B E R  P O ,  I P B E ,  1917 A N D  1 9 8 4  

lb  I. -Micart Bark e f h t a t i v n .  Adobe Systems Incorporated 
RMdm (&be o(r the Compy),  f o m d  in 193, designs, 

develops and markem systems md application 
software used to prim integrated text and p p k  
h r  high quality electronic print&$: sad publishing 
applicsti~fls, The occ:mpanying m W d  
finatacid statements Mude those of Adobe and its 
wha& m d  sub*, Adoh Systems Europe, 
B.K, & e l h b a t i ~ n  d a,U significant latercorn- 
pmy aammts and ~ a c t i o ~ .  

S-ts # C d  Fbs.  h a h g  1988 the Comwy 
adopted Stasemat of Finmcial Acco~ting 
S t m h d s  (SFAS) No. 95, "Statement of Cgsh 
Horn." The accompanying d d l i t e d  handd 
staeements pt.esgylt stammmts af exah flows fi3F the 
yeas ended bbvemk p, 1987 a d  1986 in place 
ofthe previowly r e p e d  Statements of Clwqgs 
in Fincial  Pcsitim. 

Cash eq&vvllen~ d s t  of highly liquid money 
market in5-m~ pmchmd with a matmiry 
ef three mmtb or less and we carried at cost, 

which appr~xirnated market at Movemk 30,1988 

a d  @7. 

S h - t n m  I$zwmmt;r. Shorn-txrm hmrmnrr 
are d e d  at COS~, which approximated market at 

November w, 1988 a d  987. Sbart-@mn @e$t- 

mene at Nwember 30,1988 oonsimd pindpdy 
of municipral bonds, -&ad p a p ,  ballms' 
acceptan- money market pr&rreds and treasury 
mtes. 

Invmmy. Inventory is stated at the lower of cost 
(first-in, h-oht  basis) or market (net realizable 
value). 

Pmpmy d &pipeat. Property and equipment 
are stated at cost less acmmdated dqreciation 
and anzortlmticzn, %pmda&m is provided on 
the straight-firu: me&& met the estimated 
useful lives &the r ~ p a h e  assezs, generally 
rhree to eight pars. Leasehdd improvements are 
anmaid  using tibe straight-line method over 
the Iesser d t h e  h e  tern or the estimated 
wfd h of h e  rdaeed amits, werally h e  to 
nine pars. 

T@#&c~ l 9 w k t h  C&. T e r n  podu&n 
cows, $&*96%oa~ and $7w,ooo atmm&d 
am@htiOn in IW and 1987, respectivelyy 
wmprk dhm aagt indirect casts associated with 
the prodmaim of typefaces to be used with the 
PasrSdpt" in-ete. Costs irnaured prior to 
rhe N m m h r  1 9 ~  mrlaet i n ~ u a t i o n  og the 
P d c r i p t  inteqtrm woare e q m w d  as hawed. 
Subsequent rn dm wrh iQw-oa of the 
PostSdpt interpret Mbbe q i & d  the 

related to the prodha of several product , 
line of indkridd m w  typhce software pro- 
pans &at ate marked to PostSmipt software j 
usem. These earn are a m o d d  on a straight- 
line basis over the expaxed product life cycIe, 
generally three to five pas, comma* with 
tb market release of each new ypehce wfrware 
p r o w *  

k3avkasre &cogniEim. Royalties earned h m  
origid equipment mm&ers (OEM) 
cefathg tu licensing agreements whereby the 
O M  licenses Adobe" proprietary software fix 
redigtributicm to the OEM's end user cmmmm , I 

we recognized when the O W  ships its products 
immpma* Adobe's software. , 1 



Product sdes comprise revenge &om l b d n g  
new typeface software, Adobe %strator, Adobe 
Tlbtrator 88, Collector's Edition, Transcript and 
Postscript language instruction ~~. Revenue 
fcom product sales is reoogsized upon shipment 

Contract revenue relates to Adobe's pefiommce 
under contracts entered into with the Campmy's 
OEM licensees which normally stipulate &at 
Adobe d provide the d and development 
required to adapt the Y=ompanfs software prod- 
ucts to the OEM's hardware products. Revenue on 
such contracts 19 recognized based on a modified 
percentage-ofcompletion method. The msts 
h e d  k pmforming undef the contram are 
induded in research, d a d o p e n t  and oontract 
aosts in the accompanying d d a e d  statements 
of income. 

Deferred revenue comprises payments received 
in advance of revenue recognized~on the afore- 
mentioned contracts and payments received repre- 
senting royalty advances, 

Dhct CW. Direct costs comprise royalty fees 
payable 'by Adobe, which are accrued concurrent 
with the Company's recognition of royalty reve- 
nue, amortization of typehce production costs, 
direct product costs and the costs of packaging and 
shipping. 

1- TCJX~J. On December I, 1987 the Company 
adopted SFAS No. 96, ' ' h c o d g  for Income 
Taxes." Deferred mx liabilities or assas at the end 
ofeach period are deserdneil using the rate 
eqwcted to be in effect when taxes are actually 
paid or recovered. The cumulative? &a of &is 
change in method of accounting for income taxes 

as of December I, 1987 was immaterial, PAW 
years' finmeid statements have not been mbted 
to apply the provisions of SFAS No, 96. The 
application of SFAS No. 96 h r  the year ended 
November go, 1988 did not have a d a l  effect 
on net income. 

Investment mx credits aad research and experi- 
mend tax credits are accounted h r  on the flow- 
through method. 

Net I n c o ~ e  Per Sbm. Ner income per s h e  is 
computed based upon the weighted merage 
number QE &ares of Common Stock and Corn- 
mon Stock Ekpidents outstan- during each 
year. The dtmrmhadm of Common Stack 
E q a i d t s  assumes exercise of those outstand- 
ing d options which have a dilntive efferx on 
e d g s  per s b .  Fully diluted earnings per 
s b  hr h e  pars ended November 30,1988,1987 
and 1986 were not mawriaIly different than 
primary earnings per share. 

F o p ~ ~ p  Optratisns; and Cwmiy T ~ t d t i m .  The 
W o n a l  currency of the Company's foreign 
operations is the US. dollar. Accordingly? gains 
and losses arising from &e translation of h r e i p  
currency statements and ~ a i o n s  are included 
in dktermhing net income. Net gains or losses 
from cmrene)r manslation were not significant. 

R - W .  Cerrain ammnts; in th ~987 
and contmiidated financial statwnents have 
bea rdiw$kd t~ confarm with rhe 1988 
pilewbation. 

I 



Nota 2 Uwdmblm A summary of receivables fallm 

Royalties 
Pradua sales 
Interest 
Other receivables 

rg8g ~ $ 7  

16 1&549Poo S 597ShoOQ 
S795,WQ x,t31,=J 

P%OoQ 69,- 1, 

~6z,ooo XJ,OW i , 

t&k~=  7,6701- 

$ 1&6xa@DQ 6 "JIJC)I,MM 
1- 

.................................... 

$ 933,0m $ +%- 

$ r,z&,soa d n o , ~ ~  -- 
.................................................. ................................ 6 

Mete 1. Pmprly A sutnszar~r of propry a d  quipmetlt~bllomr 

aEIrl- b p u m r s  and p d p h d  % 6 , 8 6 0 ~ 0  $ 2,9~5,- 
Prdnction and development equipment x 1 3 2 2 , ~  t,z87,000 . 
Furniture and fbaes  a3id3,- 14cria~ 
LeagehoId bp-en@ 

Leas tlkpmhaim d amamkadon 

, 

. . . . . a < . .  a , . ,  . * . .  ............... 

LbmfCndlt k@m&Carn b a t & t ~ & 8 ~ ~ ~ ~ t g ~ e ) .  

S . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .,. 

A summary of a m e d  expenses Mlows: -- Rent 
Royalties 
OEcers' and employees' bonuses and ommissions 
Vacation and benefit plans 
odlw 

S 8,16~,000 $ ~-,M,I,ooo 
I 



lato 7. The c o m w t s  of i n m e  tax expense are as follows: 
Inea#rTams Czurent: 

U.S. Federal 
Foreign 
U.S. smte and local 

Total current 
Dekrred: 
U,S. Federal 
U.S. state and i d  

T o d  deferred 

Tofa income tsx expense diffep from the expected tax expense ( computed by applying the U.S. 
Federal income stamtory tax rates of 34% in 1988,496 weighted average in 1g8"/d 46% in 1986 
to income &re income mxes ) as follows: 

XP@ 39@7 1786 

Taa at Peded ststnmry m e  $ I~,I~J,OOO $ 6y926,wo $ 3,322,000 
Sate inchme w, net ofFederal benefit 

h 1988, deferred income tax represents the effect of changes in rhe amounts of temporary 
differences h m  December I, 1987 to November 30,1988. For 1987 and 1986, deferred income tax 
resulted from timihg differences in the recognition of income and expense for tax and financial 
reporting p ~ e s .  The sources and w efTects of the temporary differences br 1988 and timing 
differences for z9!47 and 1986 are presented below: 

x 9  1987 w 
Typeface production costs 
Excess tax depreciation 
State incame mx deduction 
Acmds, allowances and reserves 
Investment and research tax credits 
Tax net operating loss carryforwd 
Other 



h t a  8, The Company has authorized z,ooo,mo shares of Prefened Stock In August r986 the 
Camrtah outstanding 190,356 shares, 722,648 shares and 480,440 shares of Series A, B and C Preferred 

Pmfmd Pkdr StoCt, respecriwk, were converted into Common Stock. 

Ibk 9. Col#I @& The Ccmrtay has auth& ~o,ooo,ooa shares of employee direanq provides fiYr the granting of 
Chnmon S& The Company a c t e d  two-fm- QtOJrqtions to e~~ and o@cers at the fair 
one tmck spdia on N o v e h r  Ir,1988, F e b m y  mwket of& Ean?pmfs Common Stock 
a7,1987 d j d y  k IE*. All Allrence~ to commm 'at rhe grant dae. O ~ ~ ~ O Z L S  prior ro 
shares and per share mmmb in rhe a c ~ ~ ~ l p a n m  Jmusry I, xe ~ener&y vest wex &re yem: 
mmWted financial S C % ~ ~ Y X B  have been a* .0f the pttated options at the end of eP$1 of 
re~mdwdy adjusted to reflect these stock splits. t+ firsa two gem and 50% at the ead of the third 

The Company adopted am Employee Stock 
k b  Plan onJanuary I, 19W Under the terms 
of& pian, eligible empiope padupants 
g& slaares of Comnsm S t d  h a a l l y  st 
&e 1- af 89% of the mnrInet price on e i k r  the 
pvrcbase date or the ofking date. Durhg 1988, 
r8,a30 pheizes were h d  under the p h  at an 
mmge priw of $ 1 2 , ~  per share. 

year. Opikm p t d  to employee hired 
subsequent to December 31,1987 pnwally ~ e s t  

sver pars; 25% at the. end of tbe Grst par, 
25% pro mta tbe secaad year and 50% pro 
~ * t b e * d ~ . e a r . Q ~ ~ $ r a n t e d t o  
end$dB1g mptrrgees dmqaent to December 31, 
1987 $sa aesrr over thee years: 25% pro ram 
4-g 4 of the &st two years and 90% pro 
nta dufhg dw third year. OhJune 16,1986 the 

At N m b  go, 1998 the b p m y  had reserved Corn- acc~1enttcd to that hte the 
~ 0 0 ~ , 8 0 0  shams (m,m ogwhidr are sub* to exexk%bIfig of 986,640 autstandtng options. 
&=hi& approval) ef Ghmmou St& hr ZTnwted share & subjtm ta certain 
isemce under ia 1984 Stock Option Plau. This Company repurchase rights. All options have a 
pIm, which was d d  in 1 9 7  to exelude non- f h  or ken p a r  term. , 

T h e  Wawing tabh tnmmmizes aption activity 

merthis*. I 
-- 

Bhces  at Mopember 30, egW 

I t l - i B S h a D e S d  
Qpti~IIs $mmd 
options d d  
optins- 

B a l m  at November p, 1987 

Increase in shares reset.ved 
Opti4- 
Optioas d s e d  
Optians canceled 

Balances at November 30,1988 

(4F8%293 sbare~ atw&bk) 



During 1987 the Company adopted the Restricted Stock Option Plan which provides for the p t i n g  
of nonqwhfied stock options to nonemployee directors a d  outside d m t s .  Option grants are 
limited to 5,000 shares per person in each fiscal year and are inundately exercisable within a ten year 
term. The restricted options pesr aver rhree pars; 25% of the granted options at the end of the first two 
years and yo% at the end of the third yea. At November 30,1988 10,000 aptions were outstanding 
under this plan,of which 2400 are exercisable. 

llatb 10. Major One customeP aceoamted for 33%, 49% and 84% ofbdobds t o d  revenue for 1988,1987 and 1386, 
C w s t ~ l w n  respectively. Receivables from tbis customer aggregated appmbately $y,308,ooo at Nmembr 30, 

1~88. At &ember 30,1988 thh -omer was also i major sheh;older, owning approximately 17% of 
the Campy's commofi shares. A mmnd customer acounted for 10% of the Company's total revenue 
in rg88, with receivables frm this customer aggregating $x,~rl,ooo at November 30,1988. 

................................................................................................ 

11. ~ b m w h r y  The foumhg items are inda&d in, and expenses i the tmcc~trtp~yhg consoBdatd statmata 
Ine#lr8mmm offnmw: 

Maintenance a d  repairs 
Depreciation 
Amorthtim of ype!tsace pOduetiol% casts 

nptelZ C#lmWnrrwlr The Coin- has opratiag lam &r tbe mpomte hmdqwmrs, field des oflkes and certain 

office equipment tht axpire at Parsow dam throe Rental cqxme for Ehw opefiring leasea 
was $~123~00cr, SI,O&W ahel &go,- daring th yawwaded Novemba 3oa 1988,1987 and 
1986, r~p&ely.  

At November 30,1988 b e  minimum lease papenta under n o n d ' b l e  operaring leases ware: 

1992 494%- 
1-3 rk295,QOo 

I994 and thereafter 1 11@9,- 
Total miaimurn lease payments S 32,.+~2,txm 

7 

During 1988 the Company entered iaao capid lease agreements fbr computer sobare, hnitllpe md 
equipment aggregating &,$I-. At Nmmber 30,19&8 future minimum lease payments d m  these 
agreements aggregated $r,193,mo a d  itre ppble  ofper a k-yea r  perid. 
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1wr Reveiw 
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lkrl O f m w  Q.T. WILES 
Chairtlls?l of the Board 
Adobe Systems Incowrated 
Silicon Giend, Inc. 
Chairman of h e  Board 
and Chief Executive Officer 
Miniscribe Corporation 
Vice-Chainnan of the Board 
Hambrecht & %st Group 

JOHN E. WARNQGIC 
Direcror 
President and C%ef Executive Officer 
Adobe System hcorpmted 

CHARLES M .  GESCHKE 
Director 
Ekeaim Vice President 
and Chief Operating W c e r  
Adobe Systems Incorporated 

DAVID EVANS 
Director 
Adobe System Jnco'pomted 
Alps Systems 
VLSI Technology, Iac. I 

Wambrecht & Quist Group 
CRairmm of the Board. President 
and Chief Executive officer 
Evans & Sutherland Computer Corporation 
WILLIAM R. HAMBRECHT 
Direczar 
Adobe Systems In-mted 
ADAC Laboratories, Inc 
Auto-Tirol Technology Corporation 
Concurrent Computer Corporation 
Chalone incorporated 
b c u m n e  Information Systems, Inc. 
Miniscribe Corporation 
Rexon Incoqkrated 
Silicon Genera4 Inc. 
Visual Technalogy, Inc. 
President and Director 
Hambrecht h Quist Incorporated 
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1585 Charleston Road 
Post Office Box 7900 
Mountain View, 
(41 5) 961-4400 . . r .  
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