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It's what $@parates adsts from amateurs, I n s p i r a t i o n . , managers. and te..no,o.y 

innovators from imitators. I t  turns an ordinary endeavor into a work 

of genius. And when applied with vision, it  changes the world. 

Making real the promise of inspiration is no small task. It requires a catalyst, 

a conduit, an agent of change. In the realm of human communications, it requires 

Adobe Systems. For nearly two decades, Adobe has provided the software that 

helps people communicate better. When touched by Adobe applications, the 

World Wide Web becomes a vibrant landscape, delivering information and 

commerce in rich and surprising ways. Printed matter becomes a vehicle for 

conveying sophisticated brand identity on the original portable storage media- 

paper. And a common office document becomes a vital, valuable resource that 

can be rapidly shared across any organization. In short, inspiration becomes reality. 

adobe, con 
In the year 2000, we at Adobe will build on our legacy of leadcrshlp, meet industry chaltenges, and execute our most creative 

ideas. We will continue to set standards on the Web, in Print In the dynamic world of Motion graphics, and in enterprises 

deploying Adobe@4Pgpep@J Solutions. Around the g l a k  in medkm and profession, people strhring to communicate 

better will look for a way to make real €hait most ins@J?& com~nunications. Thry will find it  here at Adobe Systems. 





H A N C I  

A&be's Web Pub- revenue grew: @ BW can 11% intsease o w  fiYcal1998. Print PublMq revenue $sm to 

$354 d o n ,  a 3% ym-mer-year i n m w .  ~n q1olPive gmwth of Adobe AcrubatQin 1999, Adobe d a p r  Solutions 

appbttion rev- b a w d  123% over fiscal 1W& m-8 &om S 8  ndkm to $129 d o n  in 14199. And a$ we projectedP 

revenue firom ow OEM PostWptO and f3tbet sqpm &&d Erom $218 million in fiscal 1998 to $138 ndbn in L c d  19% 

a drop-off d 34%. The growth and men@ in oat mztlket segments more &as affaret this &dine. 

N G  O U R  O P E R A T I N G  M O D E L  ~ o ~ a ~ o f m ~ m ~ m d b y h g n , v i n g ~ d ~ e a e y ,  

Adobe! was a& to &eo a p a t i ~ n s  h fi$caltW. By strate@cally oumavcia~ fundoas such as order fd@hent ad 
utWag dw lnteraat ta wcltk more &sntly with ow customers and partners worldwjde, we're WI- toward itnptovhg the 
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There's more to Adobe's success as a Web company than just the development 

of world-class applications. We're now fully utilizing the Internet as an essential tool 

for conducting internal and external business processes. Within Adobe, business 

communications and processes are conducted over the Internet, and we ask our 

channel pmtners to conduct business with us in the same way. 
--- 

the Intern 

mas the relaunch of corpo te Web site, A be.com. The new site delivers 
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With Mabe: PmsReadyF we're instigating am*$" mvolution in the print wosld, In March 1999, 

publishing industry guru h d r m  T s h t e  d e d  this desktop prwfing software k fiditatar dchmge . . , 
that e m  a hkd s t v i a  in h e  m h t ?  And the- integtatian of Mabe PaatkripP E&re#em 

w~hnology into high-ad p1.izrt system around thv prlobe &menstrates that we continue to drive 

Whefu It C.WI~S to the cnaerphsex A$~tbe's hflmce has  me^ ken stronger, b April, we shipped 

A h b  Acrsbat 4-0, x p~wa&& +kd vwskon s;f" @fie indusq-~iban&d d w m t  exchange 86fhw-e. 

Built3 on feedbad h m  our mm-8, the neuw maim iizwqoram menoive w m k ~ p  mIlahrathn 
tools amd support BZ digital signatma By Ftsr;al year-end, 

O I L U T E D  sfiunlnes NIP lN%gMe RE~UIP&I IE  B V  Ambat revenue Pllid p a e d  the $100' millim mark, more thsun 
P E R  SHjkRE oi* C I I I IO~I  6P2'RATr*B S E a M E l T  

- . 2.04 doubiin~ the p&us ym2s revenue and firmly reiterathg our 
1 ~. 
1 -. leadersw positit@! Ih JuneI we introdwed Adobe raIYaper 

Solutions, Cmbiw a vdety: of Acrobat and Adobe Paapsble 

_ . .  Document Parstat [FDF) techndeat Adobe ePaper Solutions 
. , . .  . . . .  . . . .  make it easier than ever fw gaverninatt ageneim afid businesses . . - .  

h L~~ment-intepdvce sng~1t l c1ud iag  fInsndd servic,es, 

lqd, insurmc, agd pha:maeuti&b joiatly W a g e  their 

dectmirle and pap~-baed Momativn w~rkflws. 

we have many appcr-m t~ sa newt standards, Both I- Elad s m l  Web-bund mmwb ~ o h r  kve  a s s  tu the sme kirtas of e C a w w  

saver4 r w  and atha back-end & c h n o e a  fbr trw W7 apratiam. The key p i n t  of: difkrmtialibn at thb jun- L haw mpanies b $his 

f iffdy ma-3: brand thernse1~, F r m  &raining a v&dIy rich Web ,site t0 disphyiq g w b  mil services, with fidelity, 
mc6egsful ~ n b e  retday wlPl capture theit cttsta@w mu& ag. they hawe in the: traditional r d  wmpd. h c l  thqll  do it with Adobe s o ~ e .  Prm 

the p d i d  h b e  design and produetian ~p@eaGam mWk today to future techn010~ based oa ~tad&ds such as eXtensible I&arkup Wpge 
(XMP,) a d  S d e  Vector Graphics ( S G ) ,  o r h e  ~ t d e t . a  will have access to m e  of the i o s r  Inaovatire, creative tools ever created. With each of 

thw wluti~ns, A@.e i camjnitted to the eM-1~ marlret--jwt as we have led ow mditkmJ markets ~II the p t ,  





a significant share of the professional 

sign becomes a solution of choice 

, and service bureaus. 

" " - ' "will continue to eived Adobe 

" P  I 

that a turnaround Adobe has seen this 

and vision of our 

greatest asset since long before it 

to retaining a talented workforce 

their help, Adobe will continue 

people in all professions make 

Chuck Qoschko 
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,y, product, or service that shouldn't 

take advantage of the opportunities offered by the World Wide 

5 O F  W E B  P SIGNERS U S E  A D O B E  P H O T O S H O P  T O  D E S I G N  W E B  P A G E  

t -. 
$ $ Web. You'll be thinking a long time. 

every new business venture, autom ile, m sic recording, and f I '  
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Only Adobe offers a complete creative 

environment for building powerhouse Web 

brands. Experienced designers appreciate 

software such as 

Adobe After Effcts  and Adobe Premiere to the mix, p 

the Adobe Web Solutions campaign foaturr Llgh.imput visuals that 

entice Web desfgnars to visit two sophlstiated Ad& umScrosites"r 

Tha microsltas showuse soma of t h l  C#&t incndible affects on tho Web, a#, - 
worldwide a n  uplor; then intaractba skos B& f b m  the ground up with Adobe 
for design techniques and then easily link 

to Adobo.com for more product information. 

Site visitors can also test driv@a 







1 1 Web 1 motion 1 .paper .. - 

Adobe Acrobat" 

lrdobe Design Collection 

4dobe Dimensionsm 

4dobe ExtremeTM 

4dobe Font Foliom 

4dobe FrameMakeP 

4dobe FrameMaker+SGML 

ldobe Frameviewer" 

4dobe Illustrator@ 

4dobe lnCopyTM /(I),-P ~ I I ~ I T  ' n ~ g O ~ ( v $ i i ~ ~ h )  t 11 q~reinadFli~f) \ 
l f ~ ~ ~ ~ t ~ ~ ~ ~ ~ l ~ l 1 ~ ~ ~ 1 l d ~ ~ ~ [ l l ~ ~ l ~  11;) 

ldobe InDesignm 

4dobe PageMakeP Plus 

4dobe Photoshop@ 

-4dobe Photoshop Limited Edition 

Adobe PostScript@ 3TM 

9dobe PressReadym 

4dobe Publishing Collection 

Adobe StreamlineTM 

1 1  Adobe Type Library 
I 1 

Adobe Type Manager" Deluxe i - 
I 

I 
I 

I 

I 

I 1  
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No one better qualified to help publishers 

unleash 1 the power of print than Adobe. 

O N  P A P E R  

publishing platform between applications and 

a common user lies Adobe InDesign, a 

completely new publishing. From 

Web company brand lvertising to sophisticated a ual reports like the one you're now 9 
graphic designers can use Adobe 

to make their inspirations become 

power, precision, and elegance. 

knows that print publishing doesn't stop at the designer's desktop. The 

duction of any printed matter requires a delicate convergence of hardware, 

, and forces beyond many publishers' control. With Adobe Postscrip / 
printhi technologies, we've played a crucial role in making this complicatedk 

more m&yable. Today, technologies based on Adobe PDF-includflobe 

PressReady, o+w desktop proofing sofixme-help print over the / 
world collaborate o & & - a d E d i n  

final production. 







Adobe After Effectse' 

Adobe Dynamic Media Collection 

Adobe GoLiveTM 

Adobe Illustrator@ 

Adobe LiveMotionTM 

Adobe Photoshop@ 

Adobe Premierem 

Adobe Premiere Limited Edition 



U&q Adobe Premiere and Adabe After Effects, tomomow's Spielbergs and 

K%mwmms take any motion btage-whether miginally shot on film, on 

vi&e-~w or direct& to di$iPal camereand shape it with precision tools similar 

like Adc 

cD-Roi 

PUK* autews, editors, 

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

Puttins creative ideas into 

h ' t  just for f i h d t e r s .  Online d 

19 

sof tware  in 

to &ow &und in or profasimd production environment. Both dynamic media 

a p p W w  mimipiate A& IUutrator and Ph~toshop f i le?% s&(csdyg and 

Adobe Pmnhe  now S U ~ P Q ~  indwq's hattest plug-&-play hput mnBard5 

A= 
P:irc"Hke; P m  ltro-rart b t  readies motion p p h i a  for theis digit-' 

)Idpod-s hun to Adobe. 

&on 
A 

I, b r A A r Y *  W a  Sa91 A 27 r ~ r ,  inform, and entertai Luthors of e 

wons with video and animagon that are ir 

cap% 

1 d i t i 0 ~  -ks. *nd fimities we 

imp0 nt meAries, creating *tal video time that can ri 

e - m s i l e x e d  to disk, or posted to the Web 



As corporations of all stm *ramble to adopt the latest 

Inm1thg mwbm &twplCsc lbmum Pknwhg @RPl sysmm, 

and estahlkhing rompany-wtdr intran@sI Taking ure af blp- 

plctrmr krua ran be relatIveiy easy; It's the $mallet, wryday 



Adobe ePaperb t 



Adobe Acrobat' 

Adobe Acrobat Business Tools 

Adobe Acrobat Capture's 

Adobe Acrobat Distiller" Server 

Adobe Acrobat Forms 

Adobe Acrobat MessengerTM 

Adobe Acrobat ReaderTM 

Adobe Document Server 

Adobe PDF MerchantTM 



A T  I N T E R N E T  S P E  23 

s. Adobe PDF files faithfully 

making them ideal for legal, 

fidelity is required. Anyone 

with the fkee h b a t  Reader Adobe PDP files, and 

with more than 2 million from Adobe.com 

month, Adobe PDP h/ besome a $tandsrd file form+ for shar@ information 

across worbgroups and 

A&t Business Took 

partners worldwide via 

electronic content-such DF files accessible 

on the Web. Digid rights ent (DRM) tods, such as 

in Adobe PDF and help 

Revolutionary business models 

\dobe eP-r Solutions. 





Five years ago, few could have predicted the massive global change the lntemet was 

about to effect. Even fewer r e a l i i  how fast it would transpire. Ks a change that runs far 

deeper than the technology itself, however. It's not about browsers or dot coms or 

operating systems. It's about a fundamental shift in how people commun~te. 

Visually or verbally, with static images or motion graphics, in real time or via e-mail, 

the modes and manner of human communications have nwer been more creative, 

fluid, or diverse. 

Even more incredible than the variety of communication choices is the ability 

to employ any number of them simultaneously. Graphic designers extend corporate 

brand identities across traditional and online advertising campaigns. Media outlets 

publish identical content in paper-based and Web versions. Families attach both 

digital photos and video files to e-mail messages, and post them to Web sites for 

sharing. And corporations disseminate tailored versions of information worldwide 

via the Web, according to regional preferences and technological capabilities. 

To understand how people communicate, Adobe has worked with and listened 

to customers in every geographical and professional sphere. In the same spirit, 

we hire talented people from every conceivable background. Drawing on the diverse experiences and expertise of these 

women and men, we're anticipating and planning for how people will communicate in the twenty-first century. 

We predict that Adobe customers will spend less time learning how to use technology and more time applying 

it to their passions: to create new works of art, develop revolutionary new business models, bring families closer 

together, extract wisdom from information, and even render our current notions of the Internet obsolete. Their words 

and images will convey meaning. 

Their inspirations will b. mad. real. 
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N D  A N A l  
R E S U L T S  O F  O 

T l a s f o * m  ( p r e d ~ l &  in n e e  fwqtper s b  @?ncnmts) shuld 
Irc raad ik~ ttjuncl0~41t with the cmdi&d)Srancial swemem and notes thereto. 

in t&&n t(P ~ u d ~ t i o n ,  t h i s A n n a r a l ~ ~ ~ ~ n E - & o k i n g  
s+bw&m& tkat-invohte * a d  u- that d muse d rwlds t6 
d m  ~ a w i d l y .  Psctars durt m@t caw or mntt ibm ta such Bwm 3duda 
but are a@t limited m, those cfSJwsd in the d o n  enh'tIed "Mnagment'~ 
~ d A ~ m f P i n a r r c i a f C d n d l 2 l r s r r & r q f ~ 1 1 ~ - ~  
n E Q Y M ~ ~ & ~ ~ ( I f ~ a ~ P F o t l h u l B m ~ . & i l r e  
rbk d& in ortriw d a m t s  wej3Asjhm time ta time with the Secudtjes 
and &c-knp Corntnbsi~n, in~lsrsfrtg the QurrmIy Rqatts on P m  10-Q to 
bkjFbKj in m. When ~hef fuseS in this report* dze WOS& ueqects," ""anddpc~tes? 

' W P  "p&" &~edlu,~ *mtima$& and sdmilat pxp~eJsions are 
gwwrsl& htmkd to ~ ~ d - & o k i n g  mtmts. Tim i o # d  srot place 
wit@ * an h f o m t d - ~ m m t a ,  WliEck $peak only a6 g* 
dare t$ this A n d  RqM. We m h k e  no obligation to pubikly r h e  any 
r&m~ a t k c ~ d d - E o o k i f i g ~ t e t n ~ t s  OF r#ht even& 09 &cf~nrmsktws 

*&&@Oftkis&~lrBrnt, 

R E S U L T S  OF O P E R A T I O N S  
awwkw 
Po* in 19.2, Mob4 Systems IaQawraM FUAdOlh(fS w lthe *-f) 
b a p a d o r o l f ~ & ~ , p u b ~ s s s d ~ ~ f o r W e b a n d  
p r i n t ~ n . W e o d f c r a ~ - ~ ~ o f ~ n ~ a p l P d u a b ,  
~ p r ~ ~ a m d o c d g ~ ~ ~ ~ ~ ~ a n d ~ ~ o n  

d all typa, We lire= our t e r h n o l ~  to majar hwdware rnand-rs, 
s o b m e  dev&persr aad &ce providers, arid we offer integrated mfkare 
&Wto ofaUsizes.Wedtatduttotnpr&ctsthFoughamtw& 
of tlhtrihm and dealer4 dtl&addd lvsdkm C"vAR9*), Qsems i n ~ t ~ r s ,  

and origincrl equipment manufachuer ("OEM") cummers; direct to end users 
through Adobe call centers; and through our own Web site et www.ad0be.com. 
We hare operations in the Americas, EhrfEA (Europe, Middle East, and 
Afria), arrd Aek 

Revmur 
1 9 9 9  CHANGE 1 9 9 6  C H A N G E  1 9 9 7  . . . . . . , . . . . . . . . . . . .  a . . . . . . . . . . . . . . . . . . .  

~ a v e m e  J ~ ,a~sn  13% $894.8 ( 2 ~  $ 91 19 

~ i s ~ ~ i n t o E o u r ~ ~ ~ e n s : W & P u ~ P r i n t  
PpMlishina ePaper Solutions, a n d O E M P d p t a u d ~ .  The WebI'ubWhg, 
Pxint PubWg, a d  ePapez Solutiom segments indude application product6 
revenue tsar i s  derived predomtfy from dtipmen28 dapplication software 
propnu lnarfGeted through retail, V& and OEN dktri'b* chantlEis. The 
OEM &bstW@t and Other eegment include@ licms& revenue, which is mJLde 
up of r q d d e s  reaived h m  O M  customers who ship products eon- 
Adobe's pastscript tcch~ologv, and includeg revenue h divesbed lmsin- 

Revenue fiDaa &e Web W W g  segment is derived primarily &om the sak 
of the Ealldwing application products: Adobe Phtoshop, Adobe Premiere, 
After Effecw, GoLive, Adobe PhotoDelure, Adobe Web Collectibn, Adobe 
Dpnmnk Media Coilection, PagdtM, hageStj4ern and ActiwShe. Prbt 
Pub&s&g m u e  coma p r b d p  from the sale d t b e  hllowing application 
produc#rs: Adeb Ustrator, PageMakeF, InDeaiga, ~rameldaker, Adobe 

lbabbhhg Cdkaio;n, Adobe Re*  kct ti on, Mbe TIrpe Manager, Adobe 
'Qpe- R m a  bdobe font Folio, InCop~, Mobe Dimensions, and 
S-C. The &per W- segment ig d e r i  fimm tbe sale of Mobe 
ikmW Pad ather h o b a t  related ~ 0 1 o g i e s .  

IFM fadm idmwkan regarding our operating segments, see Note 16 of the 
Natm* E'hamhl %Qmts. 







e---*-- -- 
W e r & i e e d ~ ~ d i r a G t ~ a n d s ~ ~ i u t h e f i g c a l 1 9 9 8  
and 1997 consolidad statements of Income to confom to the gscal1999 

presentation. r-om did sot impact total operating profit fiw 
fiscal 1 9 8  or 1997. 

R-rehHloldeM&m 

,, ~ ~ l l  b a e a d  iawtmen& in new t i d w b g b  new produd d&pent, 
a a d & ~ a ~ ~ # d ~ a . ' f P 1 e d i n ~ & a r a d  

i a ~ l 5 ) 5 1 9 ~ ~ ~ t F y ~ ~ r e & u c t i a n  
the mtnuctahg ppm that wo& fimpleancn5ed. 

q ~ d ~ l ~ W e P E l D D ~ e d u c e d o u t s i d e l e s w ~ r r a d  
b y * * W = E h d M o p m t m  

1 9 , s  CWANCE 1 9 q 8  CHANGE 1 9 9 7  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

W & M ~ n t ~ m & p ~ c 4 f ~ e g a n d  
for d t w m  devdqess, c o m w d  ~ p ~ t  e fh% relabed fadlties cmt$, 

I 
m d ~ ~ ~ ~ ~ p r n e n t u s e d i n ~ ~ i  

new peodrcEtg and 
I;:, * 

We believe &at iavmtmats in rr8eartb and dmelopment~ indading the 

w m & & d ~ d ~ ~ p e r b s l . e & m l ~ ~ d w  
i n t h e ~ ~ e a n d , a a e ~ r c t a r e d t o o o n t i n w e d ~ e l y ~ t o o f  
n m a a d ~ p ~ W e ~ d u e b n u r k e & ~ i a ~ m t s i n  

dour app1atlQn sdwme p m h e ~ ,  Indudhag those kwgetd 

qhtobeem-2BWd-a~QW2000r. 

s b k a m l m s r k ~  
1 9 9 9  CHANBC l 9 P B  CHANGE 1 9 9 7  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

~wlMry l  $3283 4% $313.5 m 5 tw.r 
b-~f 

tsr&l Wmue 323% 35% 3t.M 

~MH and ~ h t b g j  r~rpcases inchide &a curd bend&, sales txatmdda~~ 
mvd e q m s * ~ .  nuzd dated W t i w  ems  Wr om deo, mdmh& c m m w  
m m  md 4btdtmbapersaane.l. p n d m w l d n g ~ ~ p m  a i s o z W ~  
~ c ~ ~ o E p m g w n s ~ &  rwaue,  such w dvdshg, trade 
sbm> p* *wi d ocher lIla&t * w e n t  ~~& 



1998. C H A N b f  t 99.8 C M A N Q I  . . . . . . . . . . . . . . . . . . . . * . . , . . . . . . . . . . . . . .  
efiwal end 

administrative $103.6 (13M $118.6 17% $101.0 

P c r c ~ ~  of 
t0talwenua 1&2% 13.3% 

General md add&&ve expema consist p~incifly dofes and befits, 
hvd eJrpenscB, and re&d kcilitief costs for the hune,  hrunan remazces, 
le@d,lnfa~maH~a 8 e h 8 ,  &Id per~o~d  of Adoh. G f 3 l d  md 
dmhkmive %~penses a h  indude outside legd and awll~t ing Eees, provision 

ed with Eornputer equipment and software 

G e r r d  Pad addd&&vc expawes decreased B15.Q &an, or 1396, in &xd 
&r year, reflect@ the savings related to fbe restruc- 

i m p M I n W  lWdlm.-y,&e- 
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IrnmWnant gain 
19954 CHANGE 1 9 9 $  C H A M O E  1 9 9 s  .................................. 

lnv- gain $ 88.9 493% $ 15.0 CWXI $34.3 

Percentage of 
taoal revenue 8.8% 1 3% 3m 

Investment gain consists principally of r e d i d  gains or losses from direct 
investments as well as mark-to-market valuation adjustments for investments 
held by Adobe Incentive Partners, LP. (*AIPn). 

In fkd 1999, we rewrded a mabed gain of $58.4 million related to the sale 
of our invatment in Vlgnette Corporation. We also recorded investment $sins 
from d-to-market  adjustments totaling $17.8 million, $10.4 milli6n, and 
$7.0 milli~n related to investments in Electronic Submission Publishing 
System Inc; Digitsll'hink, Inc.; and T u m b l d  (kxnmuari~itions Capomtion, 
~ . T h e s e ~ v c n e r e p a r t i a l l p o ~ b y a n i n v e s t m e n t l w o f 8 . 2  miUlon 
related to the @sition of PoiaCast, Inc., a former inver~tee ofthe Company, 
by idea lab!'^ km- TechmIq#es, Inc ("ideal;d>In). In .connecti~1 with tbe 
acquMhn, we ow: share@  of^^ Xnc for a g a w t $ y  542,000 
&arm of W b !  (sinm tben has beu~me EntryPoint2 Inc.1. Additionally, we 
recorded a net gain totaling $0.3 m i b v  related to mark-to-@ adj&mmts 
ofvalious other Adobe venture in-ts. 

Siebd dwm A gain wiw s e ~ d 3 g n k d  oa ths trtmssdon of apprwhndy 
b % T ~ T h e ~ & r e a l f % e d ~ r 6 0 0 M i n W  199&)rqresais 
*k mtout vemae inmwmmtb held bp mi 
In Led 1997, &C hve~tment aain related phmiily to the 1Pqukbdon of our 
i n e m t  I M e r w p  Com~dohg C o ~ t i o u  1W-pe3 tbrougb 
tbt &tribittSoa to Its ~afxitlwiderd of 554,660 s h e s  of Hetscape common 
stock as a B r w - i n ~ k i n d  d the of lotu nndnhg Netscape shes. 

We are uncedri affbtue, investment &s or k as they ate primarily 
dcqwnb ugoa the opemiom efthe underl@l$ invest@ compania. 

I ~ o ~ ~ H . l c $ m e  
1 9 1 9  EHAWGB 1 9 9 8  CHANGE 1 1 9 7  

. . . . * a .  r . . . . . . . . . m r % . v . b . . . . . . + a . m s . . & .  

lwwtd 
d ~ l h c a r ~ l a  525.7 taw s n-4 (rrm $31.0 

-d 
WdlW!aBWe 2.5% 3.1% 344% 

h t ~ U b d ~ f E t E Q n s e e o ~ ~ p r i n c i ~ o f i n ~ & ~ o n e c r s h , ~  
e q a -  a d  hm-m imeamnts, as w d  as foreign a & q e  mimamba 
* d l ~ a n d ~ ~ ~ l ~ ~ t f i e ~ d ~  

1mm eWhd&lm%bm Wu-sY a s a d  

InM 1 % w e r e c o r d a d a M ~ o f a 7 ~ r e l a t e d  toourinw@nmt o f d d f o r d -  ha.$diti~i, dduringfissal rm 88.0-iamt- 

in MeQuecn International Limited (*N@mm), due to the acquisition sf mats  were msde la tax-exempt mw&h, r e d h a  k l o w  interest income 

M-bpt* 
interest mid d e r  hcame in 

In addition, we liqu in Siebel Systems, Incorporated r ~ ~ t f a e ~ o f a  

("Siebel") through the distribution to our stockholders of approximately 165,000 
shares of Siebel common stock as a dividmd-in-kind and the sale of our &nQgrm ru~owced in the rrcocMd quataer of ikd 1999. 
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b U  mdh$ &om &to& t ~ u p h  dondmd in &a 1999. F*w, 

r q ~ d ~ e ~ a o f ~ ~ p a t l k , p r o d u a ~ , ~ ~ -  to pmhd tpandtisns 
@@a that are ~ ~ t a l - y  to our W w .  *@ 

Income Tur: PIovWon 
t 8 9 9  C H A N G E  t C P ( ~  . C ~ X N O ~  1 9 9 7  . . . . . . . . . . . . . . . . .  ' . . I , . . . . . . . . . . . . . . . , .  

Ymr20POh(asdiecussa$~~~dr:r'Y~U]OOfssves") 

Inc-* We haw mtd that in fiscal 22068 ollr m a I  m e m e  g m d ~  wet is 20% 
m f m  $ 1 ~ 7  llesS $526 t431B lm.' ewer %sd 1999 revenwe d t b ~ r  cwr pm margin nnd operating pro& 

-df 
d f € w i w ~  133% l2.W ~ ~ ~ 9 1 % a m d m , ~ f p . ~ ~ , i s ~ m , 0 ~  

E ~ W ~  36.581, st3% 36.996 operadq madel taqeto. fix research and d ~ 1 o p ~ t ,  sules and madwing, 
and *nerd md qdmhistr&e expews are 20% 92206, aM19% a6-w 

0 u r ~ ~ ~ ~ ~ * ~ ~ ~ v c . l 1 ~ ~ t 0 ~ 1 ~ * ~ ~  r:es~~ly.mdowe&&vetuntc~r~ir1S%.Ws~thou~ 
due t~ a deaease in n o a d 1 e  @will ammthiorn. to i d a t  us ln d d i o m  about ~ y x  db.wti~n of ~g8~.wces snd iaveat- 

L ~ l m h ~ l w ~ a s a ~  men~mtcus~~wdhtoremd~.Thetar~rdsetan~dliberol 

*, --- 
We h e  targeted OW effective tax rate to deerme in ~ X I  2000 to appro&- * WWIp&WtS ab~ttt P T O ~ U ~  p w  

mtdy 35%. I i U m ~ ~ a a d w l m a  . ptducb d lice&& rcwnue, hrYL and upgrade 
k I Y  aad h.4~ slimihtien 

We beurn theS in the thefntune ow re#uEbs of apewians codti be affected 
by +€Is tictar& id* 

pcrbo- a d  map taw am ffim mds, Muding fer the 
deb119 k sitipa~nt of sur new p d u c @  and mjor new venrions e u f f e f l t m ~ M v a f l ' m w f r d m W  
ofexigting pdu&r5 
lack of market aaptance of new products and upgrades OUP ability to develop and market products, including u p g d a  af~urreat 

introduction of new p d w t s  by major coq~t i tors  p r o d u c t s ~ t s ~ a d o p t t o ~ ~ ~ r n & m r t y o l s o b a v e  

weakness in demand for application sobme and printem an impact on our miults dopemtions. Our ability to extend oar core tech- 

* renqatiation of royalty smmgements - 





We wmdy mlp sn &we mmufact~m af a u ~  prdwts3 eacb b t e d  in 
a-+@n:crtacafoftQiQj~&WhhbmdW 
2m* af 0 m w w  tt~- ifS ~ I m ~ i f ~ ~ ~  
~ o m a ~ ~ Z a i a ~ d o r t e ~ & ~ ~ h ~ a v e  
m y  not h a  awu& time bo rqlm rhe sup& of prod- manufactured 
by that mofl&- to a d d  ham do ~ u a  btwhwss. 

~ ~ ~ ~ ~ e h i a o n ~ ~ 1 t ~ ~ t f s ~ & d ~ w - d & ~ i 8 8 ~ ~  
& m r r m u ~ . b - @ t h e d ~ f M  

ecoaornlc d W  may m h  Fn the short term, aDd they map continue 
~ @ d ~ ~ w r ~ w a a d ~ . A t I ~ ~ a r e a f s o ~  
d ~ a ~ & p n d i a & ~ a m ~ & m - a e d  
tvtp~tamn&anheller~dourm~~e&th~h~eIrsshpact~n 
ow cqwmhd mda. 







fw lf4igb-Lmm pr- 

the start of& Tear 2600, prdmk@ la ggbt of sur h t d  otzg&g p a s s  
and s t n x c h d  &sap. Other w~ltkge:ncy pSaim were prepared, 
and updated u we d e e d  ptwxieab1e a d  apmprriatc. We c6nPinue to 
expea to have permanel and ~~ avail&& ta M with onp Year 2000 

p r o b k  that occw. 







M T e b e l i e P c z h a t ~ ~ ~ e q ~ d & o r t - ~ i n ~ ~ t a ,  
together with cash @ n e r d  h m  r;h, will pvkb amff icht  in& 
fOF tw to meetour operating caeh requip.- in the fmemdle fuhzre. 

canvnitmrntr 
Our principal commitments as of rvf- 3,1999 consisted of obligations 
uadea ctpmthg laws, a line dadt agmmat, mtuw investing activities, 
d estate dwelopment qrwnctlQ, and wbus gewics ugmmcn& 

In fwd 1994 md 19%, we e n 0 4  real C S ~  d6mbp- t  ~ e e n w n t s  
aad-8h-&iece*the-tinadEWb 
corpoh~te beadquartma o&ce &%&m in San Ja, Ckdifbmh. The aperating 
lease ilpeemcnt for the first o h  buildkg txmnw11cd in 1996, d t8e 
operating lease apement h r  the m n d  facility commenced in 1898. In 
A m  1999, we reda&tmd .&we two Irma qpemmts for ow cozjxmto 
hadqmmm. The ~atewlsd ad restat& rgtmmmt replace8 tbe two prior 

a ~ o E h y e a t g P n c t i s ~ 1 1 ~ 0 0  

% r e n ~ q d $ O & e  d $ u e ~ . & ~ d d a h e ~  
~ ~ m e ) r ~ *  

b * ~ * a n n s f W ~ . h  
aftbe tam,warnoyziecrto havethebuildings sddtoanumd&dthir(a 
partg.Insdcase,mareob~tause~urbest&lttsto~b& 
a Bale and are obligated to pay th l w  tke d i fbnce  b- the total 
imvestmeut in the bddhgs a i d  the net idea proceeds, provided, however, k t  
inw ~volnwswldwebereqdtopaymoretbatla&um~tepd 
residual mount as set for& in the lew. in the event we defsrdt during the 
term of the lease, the lessor d d  requke m to purchase the buildings for an 
amount quai to our optlofi price, As of December 3,1999, m were in corn- 
p k  with On h e i d  ummmtj. 

During 1991, we entered hto a r d  Gstate d & e  awe& far the 
UMI-os1 ofm bitiz- bn lldhb- S e o W  &&q Girucsl1WI 
andlm,weWa-m~*htlanB,*d- 
costs, nuring fwd 18199, ww ~ n o u n d  a kwd~appravcd m t m w ,  
w h f e $ m ~ ~ ~ ~ ~ i n w o ~ ~ h o w E ~ p a n ~ -  
- k W w M . ( h W ~ - W , m N ~ o t e 7 o f h  
M~tochdi&td~$~aSh~6ddtlPe the 
deekbtl was xw& bp ntanggement to sell the n e t  facility h Edinburgh, and 
the sale was ~mpIcted in September 1999. We received 540.6 million eaarh 
from the sale of the Mty and realized a gin upon the & of35.7 &on. 
As of December 3,1999, we hsld no commitments dated to this bdd& 

InAllgtist19919,wu:eniWitrtaa~W.OmlllIosrandd~kaf 
g t u q m a , p 1 ? ~ t o d  

ildamxs *at at 
thatbbssrjdoa~ut 

~ ~ c i a l ~ . ~ ~ a r ,  
I h m d m 3 ,  L 4 ) 9 9 . I n ~ a s o f D k c e m b c r 3 , 1 9 9 9 , w e w e r e h ~ ~  
with d finand cxtvenma 

Under the temne ofthe line of d t  imd the lease agreement, we may pay cash 
W n d s  unless an event of default has o c d  or we do not meet certain 
lingnrial ratios. 



Dorhmtives and PInrAdol Imtmmm& 
Fareign M- hedging insWm~nts We transact business in various 
foreign currencies, pn%narily in c d  European countries and Japan. 
A c c o r ~ ,  we are subject to egp(~~ufe from movements in foreign enrreney 
exchange rates. This exposure is p h a d y  related to yen denominated licenses 
in Japan and l d  cumncy demha ted  operating expaws in Emope, where 
we liccnsc ptimarity in U.S. dollus. 

Our Japanese operating e x p g e g  are in yen, which mitigates a portion of the 
exposure related to yen denominated lice- in Japan. In addition, we hedge 
fumEp. conunitred tramctions using primarily forward contracts. We also 
hedge a percentage of farecasted international revenue with pwchased options. 
At Decembm 3,1999, total w m d i n g  contracts bluded $17.0 million in 
foreign currency f0mgt.d exchange contracts arsd pwhsed Japanese yen put 
option contracts with a notianal value af $64.0 d a n ,  All contracts expire 
at -us times thtough December 2000. Our hedging policy is designed 
to reduce the impact of k e i p  mency achaqe  rate movements, and we 
expaet any gain or loss in the hd&g portfolio to be of€& a corresponding 
gain or low in the underlying exposure being hedged. 

A sensitivity analysis was performed on our hedging portfolio as of December 3, 
1999, This sa&Mty udysis was baaed on a d d h g  technique that masUtes 
the hgpothetid morM d u e  tes- fmn a 10% and 15% shift in the value 
of exchange rates reiativelto the U.S. dollar. An increase in the value of the 
U.S. dona (and a corresponding d e w  in the value of the hedged foreign 
currency asset) wo9d lead to an increase in the fair va1t.e of our financial 
hedging instmnents by $2.6 million and $4.4 &ns respectively. Conversely, 
a decrease in the value d the  U.S. d o h  would result in a decrease in the fair 
d u e  of these financial jnstruments by$22 million and $33 d b a ,  mqmtively. 





DECEMBER 3 W B V U M I B I  ad 
1 9 9 9  . . . . . . . . . . . . . -  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

A S S E T S  
c u m  assets 

Cash and cash equivaleng $ 171,145 S 110,871 
short-term tnveshnts & ~ ~ h # & W k -  r ' & l t & ~  t ~b k - 327,571 161,676 
keivables, net of allowances for doubtful accounts of $5,170 and $6,399, raspecthnIy 78,766 141,189 
Dckrred income taxes 36,185 32,028 
Other cwrent assets 9,348 1 10,190 

Total current assets 623.01 5 455,945 
Property and equipment, net 69,138 93,887 
Dekned income taxes - 1 6,647 
Other a s m  1 1 1,706 MOB5 

d 843,859 $ 767,331 

L I A B I L I T I E S  A N D  S T O C K H O L D E R S '  E Q U I T Y  
CumntIwdlMi.r 

Trade and other payable $ 35,642 
1 17,539 

8,867 
a546 
1 1,333 

- - 
250,%6 - 

-' rquw 

'$*:: I 
$ 48,681 

Accrued expenses 1 50,902 
Accrued restructuring charges 8675 
Income taxes pay* 5 6 - 4  
Deferred revenue 1 5,676 

Total current liabilities 267,629 
Drkrred income taxes 24#02l 

Preferred stock, SO.OW1 par value; 2,000 shares authorized; m e  issued - - 
Common stock, $0.0001 par value; Au thor id  200,000 shares; Issued: 

147,882 shares in 1999 and 1998; and additional paid-in capbl 369,057 306,859 
Retained earnings 896,239 732,730 
Accumulated other comprehensive Income 40,332 (1,879) 
Treasury Sock, at cost (29,343 and 26,100 shares in 1999 and 1998, respectively), net of reissuances (793,419) (52 1,345) 

Total stocWIolders' equity 51 2,209 5 16,365 
$ 803,859 $ 767,331 

~ ~ y m ' ~ p a n y l n g  Notts to CBnsdidated Financial Stat- 



0 M (In ahqurands, except p+r shire data) 

D E C I M R I I  8 (YOYEMBER 2 7  NOWEMlER 2 8  
YEARS ENDED 1999 1 998 1 9 9 7  
. r . . . . . . . . . . . . . . . . . . . . i . . . . ( . . . . . . . . . . . . . . . . * . . . . * . . . . . *  . . . * . . * . . . , . . . . . . . * . . . . . . . . . . . .  
b n u e  $1,015,434 $894,*1 Z w l m  
DWW 9 1 H  101,034 11Ql@ 
GrwJrrradit m3,w rI3S,m 

-d- lotAt6 l%&a1 l 6 W  
srdesandm- 518$05 319,544 2@@.aB 
Cmarrl andJdmini$trsDkrca 10- 1TBfitS 1WI#tiQ 

d ~ ~ c ) u r g c s  =Pa =2*5 600) 

~ i ~ 5 ~ ~ d a v e l o p m g n Z  3'560 - %W 
Amortbm t&@xMll purrhazed InwdMer 7,745 t scE iS  

To$al operating) ~@imli&s (#ZdMS W&18 WWW 

l b ~ m a n t  pain* n ~ t l  -1 14.m W a f ~  

m 17 ?3W Il,&+% 
mat 114,w4 WJM 

i i l m f m a ~ ~ 1 ~  37- 1 6 T M  W4f.w 
k l @ n ~ t u x m  ~~ 6&5% t!J&Z& 
WttWmia 8 2S7291 $ T&,144 

~ * - ~ Q s I -  - $$ tb 
~ u s o d i n ~ ~ m ~ l t i ~ b ~ ~ k n s r t ~ p e r ~  i aqres 13- - 1~~924 
MIutsdlWkit3eanoslrerhn 5 OM $ aJIr $ q.26 
Shams usGd In ccwauW,dUd net i n c q  ger Jhsra 1=WS t33,W t4wZEL 

Sac Mots to CmsaUrMed P I n e ~ l d  hwmnts. 



C O N S O L I D A T E D  S T A T E M E N T S  Q F  S T O C K H O L D E R S '  E Q U I T Y  

AND ~Dbi f i6~x i  ACCUMULATED OTHER 
PAIH-IN CAPITA& RETAINED COMPREHENSIVE COMPREHENSIVE TREASURY STOCK 

SHARES AMOUNT EARNINGS INCOME INCOME SHARES AMOUNT TOTAL . . .  1 . .  .....,...................................................................... 
Bahwsaa ofNowinbu29,1998 142,952 $ 148,602 $ 529,546 - $ 28,366 - - $ 706,514 
Comprehensive income: 

Net income - - 186,837 $ 186,837 - - - 186,837 
Other comprehensive income, net of tax: 
UnrealFred gains on investments - - - 7,416 - - - - 
Reclassification adjustments on 

unrealized gains on investments - - - (37,340) - - - - 
Net unrealized gains (losses) on investments, 

net of taxes of ($1 7,499) - - - (29,924) (29,924) - - - - - - - @,928 ' 
Foreign currency translation adjustments 528 528 528 : 
Other comprehensive income (loss) - - - (29,396) - - - - - - - $ 157#1 - - - - Comprehensive income, net of tax 

Stock issued under employee stock and stock option plans 7,262 70,995 - - - - - 70,@3 ' 

Tax benefit from employee stock option plans - 29,607 - - - - - 
Stock compensation expense - 1,329 - - - - - 
Dividends declared - - (52522) - - - - z 1 - - - (SSSU) 
Repurchase of common stock (2,332) (36,956) - - - /lo3521 (2W&W4 ( E 3 W l  Proceeds from $ale of put warrants 6,356 - - 
Reclassification of put warrant obEigptiem - 71% - - - - - 
Babncar u of N0vmnb.r 28,1997 147,SaZ 291,281 663,861 - (1,030) (10,352) (2M,6BQ f?$ 
Comprehenshre income: 

Net income - - 105,144 $ 105.144 - - - I l a 1 4 4  
Other comprehensive Income, net of tax: 
Unrealized gains on investments - - (2,767) - - - - 
Rccla4sHkation adjustments on 

unrealized gains on investments - - - - - - - - .  
Net unrealized gains flosses) on investments, 

nat oftaxes of(S1,867) - - - (2,767) (2,767) - - 
M g n  cumncy translation adjustments - - - (29611 ; 

1918 L 1,sl r - - ',918 . 
Other comprehensiw income (loss) - - - (849) - - - - 

Comprehensive incame, net of tax - - - $ 104,295 - - - - 
Tax benefit from employee stock option plans - 12,595 - - - - - - - 12,595 
Stock compensation expense 215 - - - - - - - 7 

2298 - Dividends declared - (1 2,962) - - - Purchase of treasury sock - (21,026) 1379,203) (379,203 
Reissuance of treasury stock under 

employee stock and stock optlon plans - - (23,313) - - 5,278 94,248 
Proceeds from sale of put warrants - 2,768 - - - - - 
Bdanas~of-27,1391) 147,882 $306,859 $732,730 - $ (1,&?9) (26,109) $ F521,345) $ 516,365 

5 0 c ~ ~ t o C M l r d M n a d F i n a n d a l S ~  



C O N S O L I D A T E D  S T A T E M E N T S  OF S T O C K H O L D E R S '  E Q U I T Y  
A N D  O T H E R  C O M P R E H E N 5 1 V E  I N C O M E  ( C O N T I N U E D )  (lnthourands) 

COMMOW STOCK 
AND ADDITIONAL ACCUMULATED OTHER 
PAID-IN CAPITAL RETAINED COMPREHENSIVE COMPREHENSIVE TREASURY STOCK 

SHARES AMOUNT EARNINGS INCOME INCOME SHARES AMOUMT TOTAL . .  l , . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
147,682 $ 3U6,859 $732,730 - $ (1,8791 (26,100) $ (521,345) $ 516,355 

Comprehensive Lncome: 
Net income - - 237,751 $ 237,751 - - - 237,751 
Other comprehensive income, net of tax: 
Unrealized gains on investments - - - 101,332 - - - - 
Reclas~kdon adjustments on 

unreal i i  gains on investments - - - (58524) - - - - 
Net un&l& gains on investments, 

net of taxes of $26,698 - - - 4 m  42808 - - - - - - 42808 
Fordgn currency translation adjustments (597) (597) - - - - - - - (597) 
Other comprehensive income 42,211 - 

Comprehensive income, net of tax - - - $ 279,%2 - - - - 
Tax be& from employ$@ stock option plans - 58,478 - - - - - 

- - - - -78 
Stack campensation expense 2,742 - 2,530 5J72 
Dividends declared - - (1 2,623) - - - - (1 2,623 
Purchase of treasury stock - - - - - (13,106) (4Y9,Wt) (479,161) 
Reissuance d treasury stixk under 

employee stock and stock option pldm - - (61,6191 - - 9,863 304,557 142,936 
Proceeds from sale of put warrants - 978 - - - - - 978 

B.l.ncmasofDlsmb.r3,1993 147,882 $369,057 $ 8%,239 - $ 40,332 129,343) $ (793,419) b 512,209 



- - - -  
NOVEMBER 9 7  NOVEMBER 2 8  . . . . 19s: 

'??l. 6 . . . . . . . . . 



D E C E M B E R  3 ~ O V E M C E R  2 7  Novrmerr z a  
1 9 9 9  1 9 9 8  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . 39! . 

C O N S O L I D A T E D  S T A T E M  OF C A  

Cash f low from financing activities: 
Proceeds from issuance of common stock S - $ - $ 70,995 

Purchase of treasury stock (479,161) (379,203) (275,644) 

Proceeds fium relssuance of treasury stock 142,938 70,935 - 
Proceeds from sale of put warrants 978 2,768 6,356 

Payment of dividends - - - - - (1 2,233) (16,291) (20,911) 
Net cash used for financing actMes 047,478) (321,791) (21 9,204) 
Effect of fomign currency exchange rates on cash and cash equivalents (597) 1,918 528 
Net increase (decrease) in cash and cash equivalents 60,274 (1 56,705) 1 56,631 
Cash and cash equivalents at beginning of year 1 1 0,871 267,576 1 10,745 
Cash and cash equivalents at end of year $171,145 $ 110,871 $ 267,576 

Supplemental dixtosul~s: 
Cash paid during the year for Incame taxes $ 68,770 $ 22,471 S 85,062 

Noncash Investing and hancing &ctlyitk~: 
s s  $ 3,@2 3 3358 

Dividends in-kind declared but not distributed 5 - $ - $ 10,033 

DDvidends in-kind distrfbuted $ - $ 7,197 $ 21,603 

unreal id gains flosses) on available-for-sale securities, net of taxes 5 42,808 $ C2,7757) z ( 2 9 . ~ 4 )  

Adjustmmts related to the relssuance of treasury stock 5 58,877 $ 23313 $ - 

- 

See accompanying Clohr to CaKdMated Flna~~hl Statements. 
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N O T E S  TO C O N S O L I D A T E D  F INAU,C  l P  7 A T E M E N T (In th6usands. except share and par share data) 

Note 1 w SigMkant Accounting Polklr 
Operations Founded in 19.82, Adobe Systems incorporated ("Adobe" or 
the *Campany"] is a provider of graphic design* puWing, and impging 
W- &E Web an8 g h t  prohatha The Comganp o&k$ r &-leading 
line di@htiosi p&ctt% type products, and coateat fbr sea* 
dh amd mmqjhg i domdon  of all types; li-se~ its tecluaology 

to E X N $ S ~ ~ O ~ -   SO^^^ a f i d ~ c e p r o v i ~  
aad erfe&9 intepted so8wan: salutims to businesses of all The Conrpany 
&&tat@ its p w b t s  through a network of distributors and dealers, d u e -  
added mdAm ("VMbm), +ems J n ~ a t o r s ,  and oxighal a@pment manu- 
~ ( ~ * ) c ~ i Q i r @ b d w e f s t b r o ~ d r t s b e 4 m ~ ~  
d rfirmgh its awn Web at wtw.hbe.wtn. The Gmpanyfias operstim 
in tkh&w BMM Wn-ipe, MWle %st, arrd Mica), and Ma. 

Uoar dwhatm 'me prtqwmhl ~ffbmcid Statemeak3 in e(~nfom with 
rquka  managemat to t0 estimateti 

ctklmm of contbjpm ~~~ at ?he date of the ihtlllchl etatementa, and - @qwhrw wsw-m hr-m cad3 t?quhbL Coni&'t of 
in-~nts with mat&&s of three months or less at the timc ofpaduse. 

AU of the Company's cash equivalents and short-term inve~tments, and 
certain restricted funds and noncurrent investments in equity securities, free 
of tritding resttictom or to become free of tmding restridom widrin one year, 
arc claded as "adable-Eor-sale.n These investments are aded  at fkir d u e ,  
based on quoted market prices, and unreahd gdm a d  1- net oftsnes, 
are included in accumulated other comprehensi\re income, W i h  is rcrizected 
as a separate component of s ~ o l d e r s '  equity. R e a k d  gabs and losses 
upon sale or metugity of these investments are determined wing the specific 
identification m e h d  

Foreign c m m q  translstlon Assets and liabilities of foreign subsidiafies, 
whose functimd currency is the bcal currency, are tr&ted at year-end 
exchange rates, Revenues and expenses are tam&@& at the average rates of 
~ p r ~ h u i n g t h e y e a r . T h e  -from 
tht~sta~entsofsurhfarejgnsuir~e8tsirmd~iad~ 
other e a p m W f v e  income, whiaJs L refl~cted as a qamte c@mpoaenf of 
sto&dh+ ag*. Certain other t r m w a h  or losm, which hwe not 
been materiaI, ave reported in d t s  of o p W .  

Pmpearly a d  cquiplnent Pr~perty and squipemt an tceo~ded at co9t. 
Depreciation and a m d . t i o n  are 4- ming the straight-fine method 
over the shorter sf the estimated useW liw [thirty-five p m  for the buildin&; 
two to seven yvaw@ for furniture and quipment) or lease term (five to nine 
yeam h r  h U  improvements) of the respective assets. 

Othnr assets Purchased &logy, goodwill, and certain ather hkuagi'bk 
we@ are stated at coa;t less accumulated anmhthn .  hrdaa t ion  is r d e d  
utilbhg the &&#t-lie method o w  tsd estimated useful lives of the 

gmwally three to mesa -8, CPp-on of computer 
sahvam tikwhpnnmt wts, whgin m8kdaL b q b  upon the e&d@hent 
d teCan~leugical hsibility, which I$ gcdctaUy the completio~~ of a working 









* 
ldtae 

1998. The project wochted wifh an i n t i o n  J $2.8 ndilbn of the punhsd 
~-QI:OCWS tiecbuia%ly WM cmceted as part of the reptnrcturing in the third 
~ b $ b l m a n d ~ c l i * e o ~ ~ o ~ f : ~ + ~ ~ ~ .  

Noh 3 Cuh, C.rh Equivrlrnts, uld lnmtmmtr 

WiWLIUj@ UIrtWACtZBD &IW4AT&S 
AS Of UEC&#A~fI*I1, 199B COST GUNS LOdLtS FAIR VALUE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
CH1h 3 42,452 3 - 5 - !$ 42,452 
C a l  

52,135 - - SZlSS 

-l3spra# woo - - sLaas 
md-1 

hmikdnotas 66,575 - - 66,575 

ws?&qkwm~l(ana - 
 mas knRea - - 4.m 

tgtatd- ~~~ - - azs~$~a 

1%184 4 1  W) l m w  

UNREALIZEB UNllEAtlZED ESTIMATED 
AS ae ~ e v r r s e n  27, I D S ~  CWT GAINS LOSSES FAIR VALUE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Classsibid FS wmt assets. 

-Y- 
mutwifunds 

State and rnwddpl 
~ s n d l m t e s  

r-I ma01 w & ~ I ~  el 16 
W t l l s h l l r r B d ~  110i871 

ShQfte-k 
State and mwkfpal MI I N N  1,435 (69) 157,716 
u w m - t  

-w- 

Total wxrlcim 3 327,168 $1,442 S ($33 3 338,547 

Appr-y $128.7 md $80.1 miWm ip hvattgents we class%& 

l&ambm%iW119& 1998 dSU.7  million and $12.9 



N&= ~ropiiicy rMf ~ & t & ~  
Property and equipment coasisted of the following 

DECEMBER 3 NOVEMBER 27 
1999 1998 . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Land $ 846 $ 7,421 
Building 4,477 4,477 

Equipment 1 %,6511 156,324 
Furnitwe and fixtures 2- 2WfM 
Capital pmjms bl-progfws -92 - 
L&dd IA~P~OVBN~~S 25.795 24,829 

211alM 221,515 

Less accumulated 
depredation and amoniirton 1 52,070 127,628 

5 69,138 $ 93,887 

Other assets consisted of the following: 
DECEMBER 3 NOVEMBER 27 

1999 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
InvesWwhts 5 75,793 $ 56,332 
Pudmed technology 

and Ikensing agreements 1 7.505 3,502 
Restticted hrnds and security deposits - 130,260 
Intangibles and other assets 53,387 27,527 

146,685 217,621 
Less accumulated amortization %979 16,769 

$ 111,706 $200,852 

The Company owns a minority interest in certain companies and a majority 
interest in Adobe Ventures L.P.; Adobe Ventures U, L.E; and Adobe Ventures 
111, L.P. The limited partnership investments we accounted for under the 
equity method, as contractually the partnerships are controlled by the general 
partner, a third party. 

The investments in Adobe Ventures L.P.; Adobe Ventures 11, L.P.; and 
Adobe Ventures 111, L.P., which were established to enable the Company 
to invest in emerging technology companies strategic to Adobe's software busi- 
ness, totaled $17.1 million, $31.9 d o n ,  and $16.1 million, rcspectiveIy, as of 
December 3,1999, and totaled $20.0 million, $22.3 million, and nil, respectvely, 
as of November 27,1998. The Company's investments in the limited partner- 
ships are adjusted to d e d  its equity interest in Adobe Ventures L.P.; Adobe 
Ventures II, LP,; and Adobe Vennues III, L.R1s investment income (loss) and 
dividend distributions, which totaled $12.4 million, $346,000, and S(1.3) million 
in fiscal years 1939,1998, and 1997, respectively. Adobe Ventures LP.; Adobe 
Ventures 11, L.P.; and Adobe Ventures In, L.P. earry their investments in 
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~ t y ~ e s a t a n ~ ~ m a r l r e t v l t l u e , a n d ~ ~ ~  
loseold we Muded ia HzPeotment h a m e  [loss]. TBe aoclr of subsan* all 

1999 i s  mt pWdy wade4 rPld tkt&re, 
~ ~ . A s ~ t b ~ s s ~ ~ ~ ~ ~ o n t k e m a t  

de€&lwm 
b'h- 

patnags rn pu!bW traded, the lea35 d u e  of w& i n v m b  is b d  
~ ~ m a r l s e s p r k e s , s m d & - ~ ~ o 1 j ~ t s a r e i ~ i n  
inv-mt income. 

The G i m p n f s  p d o l i o  of kquirfl hvwtmeilts at December 3, 1999 had 
o ~ W d X i s r i S ~ n d o U & & e d S R . 8 d a , [ E a K  
h t k w  IEC N* 9%) 

gudd& p- tdmalrr~, eapitahd ladimtion, and dher i&n@e 
asseta ~ ~ 4 2 1 . 6  dMo11 Pnd $20.4 million in fiecall999 and 1998, mpdvcly. 

A c d  expenses consisted of the following: 
DECEMBER 3 NOVEMBER 27 

1999 1998 . .  '........................................ 
AccrueB compensation and benefits $ 65,957 $ 41,592 
Sales and marketing allowances 9 m  13,439 
Minority interest 17,737 1,525 
Other 57,218 60,983 

$ lSa,P01 $ 1 17,539 

Not. 7 Restructuring and Othu Charges 
During [isd-lW9 md 14198, the Company implemented t h i e  different 
Bad-aplnoved re&m@wiq pragrapgs. Theee un&p r e m u e g  p m p s  
~ ~ f o c u s s d o n ~ g t h e C o m ~ s ~ * ~ ~ n w  
~ ~ d e ~ d a g ~ ~ ~ ~ t i O n ~ f ~ $ Q l i r ~  Iaadwontot$esie 
h c r m W W m h @ ,  tht Cbmpmy a h  implemented resmcmiqgpmgcwas 
in k i d  lW a d  1995 related Uo the dIdus Cop* (*AlhL)  and Frrunc 
T&&g Corporation f %mep) acquisitions. As of December 3,1999, 

& * ~ n ~ ~ l i a w t r " ~ f C t r ~ ~ ~ r i O r  
to w lrn* 

The few& qtmw 1W reatnrchlting p v  was implernencd to knhmce 
the Chmpmfs we~kiwide custarnm support activity d to s t r e d h e  the 
produd and wmhotzse a m d m  in North Am& The pro- 
~ d ~ i n m ~ n w m d t c & i e d @ h E 1 6 ~ d o n s a n d i n d u d e d  
char@!$ &?I vaam kmed f3%dw?s. 





Severance and J I  . ' 8 ;-+ ', 

dated charges $14,641 $ (6,458) 5 - $ (2,976) $5,207 

Lease termination costs 2,545 (1,838) - (272) 435 
Impairment of 

leasehold hnprov-ts 
at vacated facilities 1 32 - (132) - - 

Other charges 259 (54) - - 205 

5 17,577 $ (8350) (132) $ (3,248) 5 5,847 





YEARS ELlDZD 

- ' e t g x e # p m ~  8 131BM f 58,693 $ lO3,a31 

2 w t ~ ~ ~ , n c t d M a r a I k n e C l t  l M f 9  6068 10,301 

NondcdwW witmff dacqdml 
bp~WSSlllPBaKhd-t - - 1,791 

NandgductlMa*u1 - Zoll 825 
Tax-mmpt irmam (26SO) (4.1 (5,5591 

Tarc kle& (24M3 (4,7Q8) E4,Qo4) 

hmign tax mtc ~ e n t l a l  - 1 ,soS 1M 

mh@f, fm SnUO 1,W3 
$ t%&vB S &L%Q 5 l@J53 

The tax effects ef the temporary differentes that give rise to ~i@cant 
@am af dke && tax tmm md k m  a o f h d  1999 and IW8 are 
pmnml W w  





. . 
Stock Option Plans As of December 3,1999, the Company had reserved 
67.0 million shares of common stock far issuance under its 1994 and 1999 
Stock Option Plans (the "OpSion Plans") for employees, which pmvide for 
the panting of stock options to employees and officers at the fair market value 
of the Company's common stock at the grant date. Initial options granted 
upder the Option Plasls generally vest 25% after the first year and rarably 
thereafter such that 50% and 10096 are vested after the sewnd and third year, 
r o s w + ,  subsequent options granted under the Option Plans generally vest 
ratably over the entire term such that 50% and 100% are vested after the 
second and third year, respectively. Outstanding option terms under all of the 
Company's employee stock option p h s  range &om five to ten years. 

As of December 3,1999, the Company had reserved 1.0 million s h e s  of com- 
mon stock for issuance under its 1996 Outside Directars Stock Option Plan, 
which provides for the granting of nonqdfied stock options to nonemployee 
directors. In December 1999, the Company's Board of Directors approved an 



Outstanding, 
beginning 
of~eer  20,6B1,4M $15.84 16,292,470 $15.87 18,594,376 $12.84 

Granted 9,294,040 59.35 21,426,700 17.53 4,904,234 20.43 

Exercised (8,521,400) 14.99 (3,977,954) 13.09 (6,l 27,556) 10.1 5 

Canceled (2,579,761) 18.12 (12,859,576) 

Outstanding, 
end of year 19,074,519 37.1 1 20,881,540 

Exercisable, 
end of year 4,899,741 15.84 8,736,636 

Weighted average 
fair value of 
options granted 
during the year $23.31 



hMl39911aaca-1988,& 

ir p&mmmct ia &e &rnpm$ 

tvsbdullea to &he Compm$s 

date, The pa%mwwe-W SiW vest over a perid ~f four yeats 

r t i o ~ n ~ d a r e o f ~ ~ ~ t . c o n ~ a a ~ ~ ~ t w r e t h r p t 1 ~ ~ ~ ~ a  

t w o - y e g ~ ~ p e r l a l ~ a n t E r r ? ~ ~ a n y ~ ~ c ~ d p e r -  
f a m a  get&. Tlme p&mcpW SdaP expire ik yeam from the 
d a t e d ~ b b ~ k & s S ~ & ~ E e d ~ ~ a a w a r d e d l  
*tbagabo@biomhe,f-macd 
pig-ht ~ r p n c . ; m r c i a e p r i o e b ~ a n ~ ~ m a r E r c t v n l l a e ~ t h e g r  

1 



date. Wbrn the a d  vesdst employees ham the ri@t t~ ~ r c ~  Seaward 
a a Y S ~ & a x h s n ~ ~ m i n ~ ~ f h a ~ ~ n f F o ~ ~ ~ ~ -  
ciac d &e e a b d e  ;number sf r@t$ af the Chapanfa oam-n 
-a- 1 4 l ~ , ~ i n ~ 1 ~ * ~ ~ 1 + ~ m i e e ~  
o f E 7 1 ~ ~ ~ ~ Z s s Q ~ i a ~  19Bwifhtxardmpsfcesraag- 
ing &am $16.91 ea $ 1 3 3 .  In fid 19% tbc C a p a q  c h g e d  $@.a miilks &I 
~ ~ d ~ m t h o t w o - ~ ~ ~ ~ a s ~ ~ ~ P e k i g v e d t h a  

p e d x m w x  g d  seg forth in &epder.n~rwksd SME~, and in fiscal 
198, $0.3 million wclg c h a e  ta expenoe. The Cm~gwy did rad gent  
SAQs to einemplo~e la 6scal1897. 

Pro fmm Wt vdue dloslarm The Comr;pmy~- Bsr &s etrqlqm 
*@- kd 
planioslda a d  
~ . T $ l k b b * a t a t e ' * ~ & ~ ~ ~ o f W r t ~ m  
aadaotb-pJhaM*tWh&gtBc-m-* 
hL &ph&Wlhir* piovbb~~cuf 
SPA8 1 2 3 , U m d n g  tbr S * - h d  4%mp-brn 

~~ 
kl*i3MPad $ W2,7St 6 105,144 SlflQB7 
Pro Flmna X 19r,?eP t W 5  S 1Ql,R30 

Ntt-w&PW: 

M m  
&osis 
MIbftad 

Pn3fwn-a 
Badc 
lmw 

Eor purposses dcompuahg pm fb~.ma net income, the Eak d u g  of esch q t b n  
g m t  m*edat&m$d--PhPh*wt 
i e ~ ~ o n ~ ~ d ~ 1 ~ 1 i n ; g D h e B U - W ~ o a p ~ g d &  
T $ e ~ @ m d b o ~ ~ t h e ~ m ~ s t t d p m h % s e T i g h a a r e W  
as Maws; 

DEtrMIM ? H~YWBBR 37 ~tovamg~n l~ 
MARS ENDED l* 1W8 1997 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

BptiolM and r e a r i d  stock p t s  vest over Several yaws, and new aption and 
rearrictd stock grants me gamdiy made GexB yeat. h m e  of this, the pro 
form amounts shm abate may not be representative of the pro forma effect: 
o n y 9 p o ~ n u ? t . b ~ h ~ ~ .  

Nota 1 1 Stockholders' Equity 
Stockholder Rights Plan The Company's Stockholder Rights Plan is intended 
to protect stockholders fiom unfair or coercive takeover practices. In accor- 
dance with this plan, the Board of Directors declared a dividend distribution of 
one common stock purchase right oa each outstanding share of its common 
stock held as of July 24,1990 and on each share of common stock issued by the 
Company thereafter. In August 1997, the Stockh01der Rights Plan was amended 
so that each rigat entitles the holder to purchase one unit of Series A Preferred 
Stock, which is equal to l/lOQO &are of Series A P & e d  Stock, par value 
$O.OUOl per share, at a price of $115 per wit. As adjusted for the hmpanyk 
1999 stock split in the form of a M e n d ,  each share of common stock now 





VaartUn? st@& dhridsnB program In Web 1997, the Campap e & t W d  
~ u n m ~ ~ ~ ~ m & ~ ~ C o m p a a y ~ , f n u n ~  
to time, W b u t e  as a dividmd-ia-hlnd sham of i3s ecEuityh&hgs in hestee 

cornpmkr to Adobe ~ ~ ~ o ~ d ~ .  Oa December 1,1997, the Chmpmy 
divkkdd m e  s h e  of Slebel Sptmm, haporated (*Skbdn) conunon &aek 
f a r ~ B a 0 ~ d h d a b c ~ 0 ~ a t s & w B y ~ o 5 ~ n d o n  
~ 3 1 , 1 W 7 . A n ~ ~ 0 ~ h ~ w a 9 ~ d ~ ~ o f ~  
than 1 5 W  Adobs dwes ad for fractbnal S W  stearos. 

Notel2*NItIncommPerShue 
Basic net income per s h e  is computed using the weighted average number 
of cammon shares outstanding h r  the period, e f d d g  unv-ed restricted 
stock. Diluted net income per share is based u p  the weighted average 
common shm outstanding for the period plus dilutive common equivalent 
shes ,  indudiq unvedted &&ad CB- st& stack options using the 
treasury stock method, and put warra~ts using the revetge treasury st& method. 

YEARS ENDED BECEMBI 3 HOVEMBER 27 NOVEMBER 21 
(iFI THOUSANDS EXCEPT PER SHARE DATA) 1999 1998 1997 . . . . . . . . . .  ............,.,.................. 
N@t income $ 237,751 $ 105,144 $186,837 

Shares used to compute basic net 
incame per share (wrsighted 
mrmge share5 0utMmHng 
during the period excluding 
ummstad resW&d sw *mmS 13- 143,924 

Miratiw ~mrman eqviulebwt shares: 
U w t e d  restricted stock 565 120 240 

Stock options 7,81r 2,962 4,110 
Put warrants 36 - 46 

%ares used to compute 
cht&Rctincmpcrshare 122,2QS 135,940 148,320 

W net k~~f t~  s h m  $ 197 3 0.79 $ 1.30 

oitutad nat i~eome per d t o ~  $ 1.u s 0.77 5 1.26 

For tbc yaw d a d  December 3,1999., November 27,1998; and ~ & e f l l b  28, 
1997, qa$hm ts pudme e p p a h a q  7.2 d i e m ,  Bill milk ,  and 1.9 nailliom 
shares, aspe&dy, af mznmon stockwith a e ~ &  pica greater than the 
average fak m ~ r h  value dtb Companf5 for the period of$S.79, 
$l9.Y& d $2?.R, res;peefi~e$~ ware not included in the caleuiation beeature 
r h e & d v x Q a h m b ~ n ~ *  

m 
Lease commitments The CorrlPany tcasrs certain of its facilities and some 
of its equipment under noncancelable operating lease arrangements that expire 
at various dates through 2015. Rent expense for these leases aggregated 
$29.4 million, $22.1 million, and $17.8 million during fikd 1999,1998, and 
1997, respectively. As of December 3,1999, future minimum lease payments 
under noncancelable operating leases, net of sublease income, are as follows: 
2000421.3 rdios 2001420.0 mitlion; 2002416.9 million; 2003414.0 *, 
2-5.9 million; and $2.8 million thereafter. 

Induded in the future minimum lease payments are the following amounts, 
net of anticipated sublease income, for leased fadties vacated in connection 
with the restructuring plans implemented in fiscal 1999 and the third quarter 
of FmA 1998: 2000--$2.8 million; 2001-42.6 million; 200242.6 million; 
200342 .5  million; 2004-$3,9 million; and $2.4 &on thereafter. 

In fiscal 1994 and 1996, the Company entered into real estate development 
agreements and operasing lime agreements in connection with the construction 
of two corporate headquarters office facilities in fan Jose, California. The 
ope~ating lease agreement for the first office building commenced in 1996, 
and the operating lease agreement for the second facility commenced in 1998. 
In August 1999, the Company restructured these two current lease agreements 
for its corporate headquarters. The amended and restated agreement replaces 
the two prior lease agreements commencing in 1996 and 1998, respectively. 



t o u l ~ W ~ " I n s u c B ~ >  
k g ' l o c h a ~ d k  

meant as set itr $ieleslse. hi the mat ofo default thk Company 
d ~ t b e ~ ~ s ~ ~ ~ ~ ~ d ~ b t e ~ ~ t o ~ t ~ f e h a w  

& LW, tf;e bl%@@lkF e t s d  h % t ~  a ~ c a l  e ~ e  ddq-t 
for thh m a w  of an ofim bd&g &I tkMmr& &dnnd. haring 
fbd 192% md lgsms* .bat ckmpmypgid fqpxim* 434.9 tlaion k h& 
h, d ~ O S  c&. Duling &id 1W, annamcevi 

t o ~ * ~ & u S f f i t r  

UfM of~redit In AuguQt 1999, the Compana entered bto a $200.0 million 
msd-Ilneofaeditw3thamd15banlcskgened- 
plwpomes, ansbjeet to cemh  caainalld ccwmants. O ~ - h $ f o f  the facility expires 
in A* W; tbe other $lO(t.O miEot~ eqdres in Au p t  2002. &-ding 
balances m e  intemd at W R  plus a margin that L based on the ijnancial 
ratios of the Compaay. Ude t  the t a m s  of thC h e  af credit agrce1ixent, the 
O m q q   ma^ pay cash dividondsl, d l e 5 8  an waxt a f & h d t  h amad ur 

taos hamnpbawitbdl 

IbyaitIm TIM Compa~ylm cerr;rain ragclrltyeod-b amciazed with the 
~ e n t & ~ d d p r ~ . B + ~ i s m ~ b o s m d  
on a d o h  ammt per uait: shippad or r percentage af the ~m-g revenue. - $253 d $255 lrtitl30n 
infbcd 

~ l a a t a n r T h e C o m ~ ~ i s  InccaruinIc;gP1ado318*in 
Uhe ordinary course of business. The Campasy believes it has adequate legal 
~ a n d h k t f i e u l ' t i m a E e o ~ d b d o w k t P l f i m h a m a ~  
d % a r a t l d K C l o m ~ ~ h d i n t  a n d d t s o f  



M e  14 WaWd PIftyTmnswtknr 
During fiscal 1999, the Company entered into two separate loan agreements 
with an executive officer of the Company to assist with his reloeation to 
San Joee, Caiifamik The h ban in the amount of $550,000 was repaid to 
€he Company on December 31,1999. The second h, in the w u n t  of$1.0 
millien, is interest-free and is secured by the executive's principal residence. 
Under the terms ofthe agreement, the exectifive b requkd to repay this loan 
at $200,000 per year for the aext five yews, beginning December 2000. In 
~ a , t h b l o a n ~ b E & k l f i \ l l w i ~ ~ & ~ o f a n y ~ t i o n  
ofrhe executive's emplqmeat 

At Nuvember 28,1W7, the Company held a 13% equity inwest in McQueen 
International Limited ~ U M ~ e * n " )  and eccoutlted for the investment using 
the COBS methad. Dinkg had 1994, the Company entered into various agree- 
ments with M-, whereby the Cr,mpy contracted with McQmen to 
@rm product localization and technical support funetio118 and to provide 
printing, assembly, and wmchowing services. 

Effective December 31,1897, &Queen was acquired by Syka Enterprises, 
Incorporated ("Sykes"), a publicly traded company. In connection with the 
acquisitim, the Company ah& its shares d McQueen for 486,676 shares 
of Sykes' restricted common stack and recorded a @ on the exchanp of 
5 6 . 7 d o n i n M  1898.Laterinfiscal1998,~~~wercsoldataminimal 
gain. The Compilng made minimum amd payments to SykesIMcQueen for 
certain services, which amounted to $2.4 m h n  and $5.2 rmillion in Ld 
1998 and 1997, respectmely. hrauch from SykeslMcQueen, durin$ the period 
in which it was an &Me of the Gxqany, amounted to $15.7 millisn and 
$35.0 million for fiscal 19% and 1997, respectiv*. 
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Not .95~P in rmia l~ments  
Falr value of financial imtrumts The Company's cash equivalents, short- 
term investments, and marketable equity securities are carried at fair value, 
based on quoted market p h  for these or similar investments. (For further 
information, ye Note 3.) 

The Company's portfolio of equity investments at December 3,1999 had a 
cost bash of $67.5 million and a fair market value of $75.8 d o n .  (For further 
information, see Note 5.) 

Foreign cumncy hedging instruments The Company enters into forward 
exchange contracts to hedge foreign currency exposures on a continuing basis 
for periods consistent with its committed exposures. These transactions do 
subject the Company to risk of accounting gains and losses; however, the gains 
and Losses on these contracts o&et gains and losses on the assets, liabilities, 
and transactions being hedged. The Company is exposed to credit-related losses 
in the event of nonperfarmance by the counterparties in these contracts. The 
amounts of unr- gains and lmes are immaterial. As of December 3,1999 
and November 27,1998, the Company held $16.8 d o n  and $19.5 million, 
respectively, of aggregate foreign currency forward exchange contracts for the 
sale of Japanese yen. As of December 3,1999 and November 27,1998, the 
Company held $64.0 million and $12.5 &on, mqmtkdy, in option contracts 
also for the sale of Japanese yen. 

Concentration of risk Financial instruments that potentially subject the 
Company to concentrations of credit risk are primarily cash, cash equivalents, 
short-term investments, and accounts receivable. 
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PostScript in one q d d n m & m ~ k  pintars. 

Note 16 Ind- mmt and G.ogrgbic Information 
The Company adopted SFAS 131, about Segments of an Enterprise 
and Related Informationn in fiscal 1999. SFAS 131 establishes standards for the 
manner in which public computia report inkimnah about operating segments 
and related disclosures about products, geographic information, and significant 

customers. The method for determining what information to report is based 
on the way srecutive magemeat ogmizes the operating segments within the 
Company 60r making operating decisions and assessing performance. 

The Company has four reportable segments that offer different product lines. 
These segments are Web Publishing, Print Publishing, ePaper Solutions, and 
OEM Poe&ript and Other. The Web P u b 1 ' i g  segment provides software 
to create Web sites with pphics, images* videos, and animations. The Print 
Publishing sepent provides software for prafimional page layout, illustration, 
business publishins and prhting. The ePaper Solutiolls segment allows users 
to convert information to Adobe PortabIe Document Ponnat ("PDF") with the 
original appetwwe preserved and allows for the distribation of documents via 
the Web, intranets, e-mail, or CD-ROM for viewing and printing on any system. 

I 

The OEM PostScript aad 0th segment indudes printing technology to create 
and print simple or visually rich documents with precision. This segment also 1 

indudes revenue ffom k t e d  businesses. 

The accounting policies of the operating segments are the same as those 
described in the summary of significant acmmthg policies. The Company . 
evaluates performance based on the contribution margin for each segment. I 

The Company does not ide~tify or allocate its assets by ope~ating segments. 1 

I 

I 

As such, segment asset information is not disclosed. - 



. . . . . . . . . .  
R d  1989 

Aewnw $394,073 $353,863 $129,333 $138,165 $ 1,015,434 

Direct costs 33,505 33,792 14333 12,710 94,540 

GOSS pmtil 360,568 320,071 114m 1251455 920,894 

D i p e c t ~ c x p m s e s '  53,913 47,811 20321 SQ,l,198 1?2,4+3 

Contribution margin $306,655 $ 272,260 $ 94,279 $ 75,257 $ 74,451 
78% 7796 73% 54% 74% 

Fbul19m 

Revenue $ 354,245 $272200 $ 57,954 $210,392 S 894,791 

Dhrct~ostr 42,110 23,431 6,524 28,969 101,034 
gmss profit 312,135 248,769 51,430 181,423 793,757 

Dlmtapmthg apmses* 40,243 46,226 19,660 69,902 176,031 

Contribution margin $ 271,892 $ 202343 $ 31,?70 $111,521 $ 617,726 

?7% 74% 55% 53% 6996 

Fiscal 1997 

Revenue $371,912 $320,982 S 47,160 $231,840 $ 911,894 

~ c o r t s  51,401 29,477 5,373 29,937 116,188 

Gross profit 260,511 291,305 41,787 201,903 795,706 

Dlmctoperating expewas* 30,599 48,078 16,114 78880 173,671 

ConMblrtionmargln $229,912 $243,427 $ 25,673 $123,023 $ 622,035 

7496 76% 54% 5396 6896 

*MFe*qwattngexpenoap&hwkmswch anddavslopmentand p m d u a ~  



Itl h i d  lm, deg ofapphthn  panducts ta hgma Miem, Ine. ~ " ~ w )  

accoanted fw 27.4% ofthe C o w s  total revenare. ~ B . o m T & ~  
CiorpoFMion mmtd  br 11.3% oftotal mccivab1es at Ikmbet  3,1999. In 
fbd 1988, wks d a p p k t t h  p d w t s  tff, hpm araxmed far 13.5% of the 
Cornpony's Wal m u e ,  and ~e&Mes from Iagnu~ at yew end tuxoxmt.ed 
EM 14A% dtd readd&& No cmtoiner d for more than 1096 of the 
Company's t a d  revenue ad total receivables ia 1997. 

E.T Events 
HI hemmer IWY, fne Gmgmf6 k d  of Direek,rs approved an increase 
of 300,0 aallllon ghares ofcomnros st& autbsrked for bsoance by the 
Company, h m  200.0 million to an agsragate d 500.0 millivm shares af 
camam stock wbject to mckholder iqapmvd, 

In becaber 1999, the Company sold its c o ' p o ~  headquarters facility 
in Edinburgh, Scatland in ccmnectian with the rest~uctnrhg program imple- 
menrod during the skc@nd and third quarters af fiscal 1999. (For detailed 
informadon of the rat#- program, see Note 7.) Net ash proceeds 
from the sale afthe land and building were approximately $5.4 million, and 
the gain recognkd tipa the sale totaled approximately $1.0 million, 



Q U A R T E R L '  R E S U LT S O F O P E R AT I O M S (In thousands, except per share amounts) 

Revenue S 226,902 $2QW86 5 260WT6 S 2$1,770 $1,015,U4 
Gross protit 2 0 4 ~ 3  2 2 ~ 1 ~ ~  2 3 ~  257,700 9 ~ , , t ~  

income before income taxes 60.319 70,788 90,W 1153,292 374,427 

Net income 3&?7(9 WW1 57,lW 97,359 237,?31 

Basic net ihcome per share 0.31 0S7 0.47 0 . I  I'D7 

Shares usld in computing 
bask net income per share 121,946 121,144 121,896 119,170 120,786 

Diluted net tncome per share 030 035 0.44 0.76 1.84 

Diluted net hlcomrs per &re 0.19 020 - 

. . 6 YEAR ENMD . . MPV:27 . ."!??. 
S 246,736 $894,781 

222a m,m 
m i 7 2  ilirm 
s,&@ 105,144 

0 4  0.79 

U l w e s u s e d i n ~  
diluted net income per share 126,768 128,100 129,658 127,406 129,205 OW WpMQLi staeki is traded OU The lwhaI lib&,et  dm the 

Common Sock wke mr share spxBal. *LM)BEP Qn Dwemb&t 31,1999, there mere 1,653 hold- of secard . . 
w $ EM s 4053 $ St63 J 7979M) $ 79.00 of OW mmmn 8xockkxuse ofsueb dmm ~heldby&xok;emd 
LOW 1838 22.72 33.50 47.53 1- o h  Wtuticm an bebitlf of sta-, we axe tam& to -ate the total 

Cash diiends per shwe 0.025 O m  0.025 0 2 5  n ~ l ~ i b a  of tiwdddw rc!p?Wn5ed bj4te~~e r?xQdhQidm 
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Executive Vice President and 
Chief Financial Officer 
(Principal Financial and Accounting Officer) 
December 14,1999 
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JOHN E. WARNOCK 
Chairman ofthe B o d  
and Chief Executive OBicer 

CHARLES M. GESCHKE 

Chairman of the Board 
and President 

BRUCE R. CWIZEN 

Executive Vice hcsident 
Worldwide Products and Marketiq 

HAROLD L. COVERT 
~ t h r e V i c e P r e s h t  

and Chief Fimdd Officer 

ewsrbtrs M. GESCWKE 
~ * ~ d ~  

*--P& 

MILLS BALQWY N 
d a m  

AaaT**,Inc. 

R Q B E R T  OEOOAWICK 
~ a f C D n r p u t e r M ~  
-u- 

GRAHAM FREEMAN 

Senior Vice Pnsident 
Woddwide Salee and Support 

COLLEEN Y.  POULlOT 

Senior Vice President, 
W C a u n s e l ,  
and Corporate secretary 

The h n n d  & d ~  of &oddm&rs 
id be IC!d 4dptirl26, aOOQ, at 4.m a&. 
Pt the Cornphifw h e d g m r s  in 
~ J W & -  

KPMG LLP 
Mountain View, California, USA 

TI& Annual Report was electronicdy produced with Adobe softwert, 
including Adobe Ibtmtor, Adobe Idhip, Adobe Ph&op, and 
Adobe PostSaipt technology. The text is set in MinionQ and Myriad' 
master type&= h m  the Adobe Type Library. 

*,thcAdobelolywAmbab ~Csp~n,AuobPtMesscapa,hcrobLtBeda, 
~ M o b e D i m e M i o n s , ~ P i o n t P o l l o , M o b e P h ~ M o b e P n m i a e ,  
Adoa Type Managcf, Aft* IWeUe, DisrOkr, ePopa, ktmw Fruedd.ku, ~ V i e w a ,  
GoLive,m~i~,Incom,lnDcdsa~n,Mirdoa.MyriPd,Pogek4sLa, 
Re- PDP m b  Phobabp, PPostScl$t, PoatSaipt 3, PmaBdy. and s t m m b  
are tradeauks of Adobe Sptun8 Incorporated. Macintosh is a rrahuerk of Apple 
Computm, Inc., qktered in the United States and othn camttka. Linux is a t n d d  
oflinmTmvakb. W m d o w s i s e i f h t r a ~ h d e m a r k o r a h d e m a r k o f ~  
Corporation in the United State and/or other coumiw UNIK is a r e g i w d  uademarlr 
of The Open Gzoup. AU 0th tndaandu are the propaty ofthdr respeaive oamas. 
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