
APPLE COMPUTER INC. 
Preliminary Confidential 

Offering Memorandum 

Any reproduction or distribution of this 
offering memorandum, in whole or in part, or 
the divulgence of any of its contents, without 
the prior written consent of Apple is prohibited. 

i Copy of 



APPLE COMPUTER INC. 

Preliminary Confidential 
Offering Memorandum 

150,000 shares of Common Stock at $ 
per share with a par value of $0.00 per share 
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company's Common Stock. Any estimates or projections as to events 
that may occur in the future (including projections of income, 
expense and net income) are based upon the best judgment of company 
management as of the date of this prospectus. Whether or not such 
estimates or projections may be achieved will depend upon the 
company achieving its over-all business objectives, including 
availability of funds resulting from the sale of the shares offered 
herein. 

The shares are offered to a limited number of individuals qualified 
as sophisticated investors, and as a private placement without regis­
tration under the Securities Act of 1933 in reliance upon specific 
exemptions under that act relating to transactions not involving a 
public offering or solicitation. Transfer of the shares is subject 
to all of the requirements of the Federal and California Securities 
Act. 
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SUMMARY OF PROPOSED OFFERING 

Number of Shares Offered 

The maximum number of shares offered will be 150,000 shares 
at $ per share with maximum proceeds to the company of $ 
Apple retains the option to close the offering at 100,000 shares at 
$ per share with proceeds of $ 
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R isk  F a c t o r s  

O pe ra t i ng  H i s to ry :  App le  Compu te r  I nc .  i s  a  new company  
w h ic h  ha s  no t  e s t ab l i shed  a  l ong  h i s t o ry  o f  ope ra t i on  upon  
w h ic h  t o  ba se  op in ions  o f  a ccu racy  o f  f o r eca s t s ,  f i nanc i a l  
p ro j ec t i ons  o r  o p e ra t i o n s  e f f i c i ency .  

Manufac tu r i ng :  A pp le  ha s  expe r i enced  ex t r eme  d i f f i cu l t y  
i n  ob t a in ing  i t s  cus tom i n j ec t i on  mo lded  c a se s .  The re  i s  no  
a s su r ance  t ha t  t h i s  p rob l em w i l l  be  so lve d  t h rough  e s t ab l i sh ing  
add i t i ona l  sou rce s  o f  supp l y .  

Cash  F low  v s  Rap id  G row t h :  A pp le  m anagem en t  expec t s  
t ha t  r ap id  g rowth  and  po t en t i a l  ma rk e t  f l u c tu a t i o n s  may  
p r e s en t  s eve re  ca sh  f l ow  managemen t  d i f f i cu l t i e s .  

Managemen t :  App l e  Compu te r s '  Man ag em en t  t e am i s  young  
an d  r e l a t i ve ly  i n - e xpe r i e nc e d  i n  t he  h igh  v o lu me  consumer  
e l e c t ron i c s  bus ine s s .  
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INTRODUCTION AND SUMMARY 

Apple Computer Inc. began as Apple Computer Co., 
a partnership, in January of 1976. The company was 
operated from Los Altos, California, supplying Apple I, 
a single board hobby computer, until January of 1977. 
Apple I was successfully accepted among the then 
embryonic computer hobbyist community and several 
hundred systems were sold. During the latter part of 
1976 it became evident to the two founders that a much 
larger and more profitable market would come into 
existence as small computers moved from the hobby 
market into the home (consumer) market. By January 
of 1977, a third member was identified who also 
supplied $250,000.00 initial financial backing, and 
the company was incorporated; a second, more consumer 
oriented product, Apple II, was defined, and production 
and marketing plans were laid for 1977. 

Shipments of Apple II began in late May. By the 
end of September, cumulative revenues were $756, 391 
with a net retained earnings of $48,882 Three new 
mainframe products and new peripherals had been defined 
and scheduled for introduction from October '77 to 
June '79, over 180 authorized dealer locations had been 
signed up and stocked, and a separate European distribution 
company, Eurapple, had been structured and staffed. 

The current business plan indicates the company's 
revenues for fiscal 78 will be in excess of 13 million with 
earnings of 2 million. Capital needs will be 
approximately 3 million* which the cpmpany intends to 
raise from a combination of equity financing, profits, 
and long term debt. 

PRODUCT AND MARKETING PLANS 
THE MARKET: 

The Personal Computer Market is defined to include 
all computers, related peripherals and software to be 
sold for non-business uses. Non-business uses are defined 
as uses not specifical1y economically justified in a 
strictly business environment, e.g. a computer sold 
specifically to keep inventory and financials for a one 
owner hardware store would be defined here as a business 
use. A computer sold to a doctor for use at home to 
maintain and update a personal diagnostics data base 
which he may or may not use, promote, charge for in his 
practice is defined as part of the personal computer 
market. 

* Note: An additional 2 million will be needed by 
2nd quarter FY 79 to pay deferred '78 
income taxes. 
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The  marke t  fo r  Apple ' s  p roduc t s  i s  young ,  g rowing  r ap id ly  
(approx imate ly  250%/yr ) ,  d ive r se  in  cha rac te r ,  h igh ly  dependen t  
on  new t echno logy ,  and  sub jec t  t o  the  whims  o f  t he  genera l  
consumer .  I t  i s  genera l ly  t rue  tha t  new t echno logy  i s  
app l i ed  in  the  consumer  marke t  long  a f t e r  i t  has  been  deve loped  
and  used  in  the  mi l i t a ry  o r  indus t r i a l / commerc ia l  marke t s .  
Such  i s  the  case  wi th  compute r  t echno logy .  

The  ave rage  consumer  today  i s  aware  o f  the  benef i t s  
and  p rob lems  tha t  ex tens ive  use  o f  compute r s  has  b rough t  
t o  the  bus iness  wor ld ,  bu t  has  ve ry  l i t t l e  concep t  o f  the  
func t ions  he  can  pe r fo rm o r  the  r e su l t an t  benef i t s  t o  be  
ob ta ined  f rom opera t ing  h i s  own,  pe r sona l ,  home  compute r .  
Some o f  t hese  benef i t s  a re  l i s t ed  be low:  

pe r sona l  p l easure  and  en joyment  
inc reased  va r i e ty  o f  en te r t a inment  
t ime  saved  
money  saved  
be t t e r  f inanc ia l  dec i s ions  
inc reased  l e i su re  t ime  
comple te  s ecur i ty  o f  pe r sona l  in fo rmat ion  
e l imina t ion  o f  was ted  paper ,  ene rgy  and  s to rage  space  
inc reased  pe r sona l  comfor t  
improved  s t andard  o f  l i v ing  
inc reased  l ea rn ing  e f f i c i ency  
inc reased  knowledge  o f  compute r s  and  r e l a t ed  t echno logy  
p ro tec t ion  f rom f i r e ,  the f t ,  and  pe r sona l  i n ju ry  
non-ve rba l  communica t ions  ab i l i ty  
reduced  po l lu t ion  

The  fo l lowing  t ab le  p rov ides  a  pe r spec t ive  o f  t he  
r e l a t ive  s i ze  o f  the  pe r sona l  compute r  marke t  a s  compared  to  
o the r  consumer  o r i en ted  e l ec t ron ic  p roduc t s .  (See  Tab le  I )  

Apples '  ove ra l l  s t r a t egy  fo r  a t t ack ing  (deve lop ing?)  
t h i s  marke t  i s  to  s imul t aneous ly  ma in ta in  a  pos tu re  o f  bo th  
p roduc t  and  qua l i ty  l eade r sh ip .  

As  i s  the  case  wi th  a l l  new marke t s ,  t he  advan tage  o f  
be ing  f i r s t  i s  immense ly  impor tan t ,  and  may  r e su l t  i n :  

1 .  Large  marke t  sha re  35% long  t e rm.  

2 .  Compe t i t ion  edge  -  compe t i to r s  mus t  copy  
and  the re fo re  l ag  in  p roduc t  ava i l ab i l i ty  
and  cos t .  

3 .  Grea te r  ab i l i ty  to  de te rmine  p roper  new 
p roduc t  d i r ec t ions  th rough  more  ex tens ion  
cus tomer  con tac t  and  f eedback .  
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MARKET SIZE BY PRODUCT TYPE 

Tab le  I I  fo recas t s  the  pe r sona l  compute r  marke t  p l ace  
segmented  in to  main f rames  and  pe r iphe ra l s .  Un i t s ,  r e t a i l  
s e l l ing  p r i ce  and  to t a l  do l l a r s  a re  inc luded  fo r  bo th .  The  
t echn ique  used  t o  fo recas t  the  va lue  o f  the  pe r iphe ra l s  marke t  
cons i s t s  o f  e s t ima t ing  the  aged  do l l a r  expend i tu re  fo r  
ex i s t ing  and  fu tu re  p roduc t s  a s  a  pe rcen tage  o f  the  o r ig ina l  
purchase  p r i ce .  For  example ,  an  ave rage  1976  sys tem such  a s  
an  IMSAI  8080  wi l l  have  approx imate ly  two  t imes  i t s  purchase  
p r i ce  spen t  fo r  pe r iphe ra l s  ove r  the  use fu l  l i f e t ime  of  t he  
sys tem.  Apple  management  has  e s t ima ted  tha t  th i s  r a t io  
wi l l  i nc rease  to  2 .5  th rough  1985  and  then  beg in  dec reas ing  
aga in .  Th i s  occurs  because  o f  the  embryon ic  na tu re  o f  the  
marke t  and  i t s  expec ted  r ap id  g rowth .  In i t i a l ly ,  l a rge  
numbers  o f  va r ious  pe r iphe ra l s  wi l l  be  deve loped  and  o f fe red  
fo r  sa l e  as  "add-on"  i t ems .  As  t he  marke t  deve lops  some  o f  
these  dev ices  wi l l  become  s t andard  i t ems  so ld  wi th  eve ry  
main f rame .  As  t hese  " s t andard"  i t ems  a re  de te rmined ,  they  
wi l l  be  incorpora ted  in to  the  main f rame ,  t he reby ,  r educ ing  
the  r a t io  o f  pe r iphe ra l  t o  main f rame  do l l a r s .  In  add i t ion ,  a s  
the  marke t  ma tu res ,  we  expec t  t ha t  seve ra l  spec i f i c  app l i ­
ca t ions  o r  g roups  o f  app l i ca t ions  wi l l  become  l a rge  enough  
segments  o f  t he  marke t  t ha t  sys tems  spec i f i ca l ly  t a i lo red  to  
these  segments  w i l l  be  o f fe red ,  aga in  incorpora t ing  va r ious  
pe r iphe ra l s  in to  the  main f rame .  Each  o f  these  f ac to r s  was  
cons ide red  in  es t ima t ing  the  r a t ios  shown in  Tab le  I I I .  Tab le  
IV shows  the  to t a l  pe r iphe ra l  s a l e s  fo r  the  pe r sona l  compute r  
marke t  a s  e s t ima ted  by  Apple  Compute r  Incorpora ted .  

The  pe r sona l  compute r  marke t  (non-bus iness )  may  be  
segmented  a s  fo l lows :  

Hobby  Marke t  -  compute r  t echno logy  used  on  a  
pe r sona l  bas i s  in  the  home by  a  r e l a t ive ly  
soph i s t i ca ted  pe r son  who  i s  capab le  o f  de ­
s ign ing ,  cons t ruc t ing  and  p rogramming  h i s  own 
equ ipment .  Th i s  marke t  began  deve lop ing  in  
1975  a s  a  r e su l t  o f  the  deve lopment  o f  the  
s ing le  ch ip  mic roprocessor .  

En te r t a inment  Marke t  -  The  f i r s t  t ru ly  l a rge  
marke t  ( ^$500  mi l l ion  in  1978)  i s  cu r ren t ly  
compr i sed  o f  v ideo  games  such  a s  pong ,  hockey ,  
e t c .  The  app l i ca t ion  o f  mic roprocessor  t ech­
no logy  to  th i s  marke t  p rov ides  the  use r  wi th  
the  ab i l i ty  to  c rea te  h i s  own games  (bo th  aud io  
and  v ideo)  and  expand ' s  the  use r s  hor i zon  to  
c rea t ing  compute r  co lo r  g raph ic  d i sp lays  and  
compute r  genera ted  mus ic .  App le  expec t s  t o  
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par t i c ipa te  on ly  in  the  " top  end"  o f  the  
v ideo  games  marke t  and  to  be  a  dominan t  
f ac to r  in  the  co lo r  g raph ics  and  mus ic  
marke t s .  

P rogrammable  Pe r sona l  Ca lcu la to r  Marke t  -
Th i s  marke t  i s  compr i sed  o f  t he  cu r ren t  use r s  
o f  p roduc t s  s imi la r  to  the  TI  SR-52  and  the  
HP 67 /97  ca lcu la to r s .  Apple  e s t ima tes  the  
marke t  t o  be  in  excess  o f  $100M in  1977 .  
Our  p roduc t s  o f fe r  inc reased  capab i l i ty  and  
more  ca re  o f  use  f ea tu res  than  any  o f  the  
por t ab le  p roduc t s  cu r ren t ly  ava i l ab le .  
I t  i s  f e l t  tha t  Apple  p roduc t s  a l though  t ru ly  
por t ab le ,  a re  no t  su f f i c i en t ly  smal l  i n  
phys ica l  s i ze  to  ga in  a  dominan t  sha re  o f  
t h i s  bus iness .  We do  no t  in t end  to  expend  
a  majo r  e f fo r t  t o  pene t ra t e  t h i s  bus iness ,  
bu t  expec t  t ha t  the  advan tages  o f  our  p roduc t  
wi l l  cap tu re  the  top  end .  

Educa t iona l  Marke t  -  The  i n s t i tu t iona l  
educa t ion  marke t  fo r  compute r s  i s  es t ima ted  a t  
$150M annua l ly  today  wi th  e s sen t i a l ly  no  
pa r t i c ipa t ion  (Ch .b 0 / )  f rom smal l  ( l e s s  than  
$5000 .00)  sys tems .  I t  i s  expec ted  tha t  
governmenta l  s lugg i shness  wi l l  
p reven t  an  ex t remely  r ap id  change  over  to  
smal l  sys t ems ,  r e su l t ing  in  a  g rowth  f rom 
abou t  $1M in  1977  to  approx imate ly  $35M in  
1982 .  

Home Marke t  -  The  ma jo r  d i s t ingu i sh ing  
cha rac te r i s t i c  o f  t he  t rue  home comput ing  
marke t  i s  the  r e l a t ive  l ack  o f  t echn ica l ,  
ma themat ica l  o r  sc i en t i f i ca l ly  r e l a t ed  
in te res t  o f  the  use r .  In  add i t ion ,  due  to  
a  genera l  l ack  o f  knowledge  o f  t he  benef i t s  
o f fe red  by  the  compute r ,  mos t  po ten t i a l  
cus tomers  o f  1980  do  no t  have  even  the  
s l igh tes t  des i r e  to  purchase  one  today .  I t  
wi l l  t he re fo re  be  necessa ry  to  educa te  the  
marke t  r ega rd ing  the  benef i t s  de r ived  f rom 
ownersh ip .  (See  Page  2  fo r  a  pa r t i a l  l i s t )  
I t  i s  fo recas ted  tha t  indeed ,  by  1985 ,  a  
househo ld  us ing  a  compute r  w i l l  have  s ig ­
n i f i can t  advan tages  over  one  tha t  doesn ' t .  
Some examples  o f  t hese  a re :  
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1. Better financial decision and controls 
with complete privacy. 

2. Better security from theft and fire. 

3. Better environmental control with 
attendant energy cost savings. 

4. More free time for any purpose, leisure 
or profit. 

5. Better educational opportunity, especially 
for school-age family member. 

6. Lower cost communications. 

7. Immediate access to all family records, 
financial, medical, educational, etc. 

8. Increased family interaction through 
the entertainment aspects of the machine. 

The process required to develop this market 
will be expensive and time consuming. Simply 
communicating with 75 million households is 
an expensive proposition, let alone educating 
each one about the benefits of owning a computer. 
Apple's limited experience with existing products 
indicates that a minimum of two hours of one-on-one 
disucssion is needed to convince "Joe Average" 
that he needs a computer. Mass media such as 
radio, TV and consumer magazines will be em­
ployed to accomplish much of this "educational" 
goal. 

Tables V and VI delineate the relative sizes of 
Nthe five market segments as defined above; 
Figure 4 illustrates graphically the growth of 
each segment. Table V also projects Apple's 
market share of each segment. 
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Fig. 4 
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PRO D U CT  PLAN 

Ma in f r ames  
A pp le  I I  -  (Manufac tu r i ng  co s t~$400 .00  t o  $300 .00 )  

A  s i ng l e  boa rd  compu te r  ba sed  on  t he  6502  mic ro ­
p ro ce s s o r .  T he  s y s t em i nc lude s  a  s t r uc t u r a l  foam i n j ec t ed  
mo lded  c a s e ,  a  h igh  e f f i c i ency  swi t ch ing  power  supp ly  
and  a  t ypewr i t e r  s t y l e  keyboa rd .  A  comp le t e  ope ra t i ona l  
sy s t e m r equ i r e s  an  add i t i on a l  d i s p l ay  de v i c e ,  CRT,  p r i n t e r ,  
LED,  LCD,  e t c . ,  and  an  op t i ona l  magne t i c  t ape  bu lk  s t o r age  
dev i ce .  

T he  mos t  common  sy s t e m con f igu ra t i on  i s  an  App le  I I ,  
a  common  home  co lo r  TV a n  i nex pen s i v e  (~  $20 .00 )  RF  
modu la to r ,  and  a n  aud io  c a s se t t e  t ape  r eco r d e r .  

Wi th  t he  a bove  con f igu ra t i on ,  t he  u se r  m ay  s t o r e  
p rog rams  and  da t a  pe rm anen t l y  on  t ape  o r  c onve r se l y ,  
r e t r i e ve  them.  These  p rog rams  may  be  e i t he r  wr i t t en  by  
t he  u se r  o r  pu rc ha sed  f rom App le  Compu te r  I nc o rpo ra t ed .  
Typ i c a l  a pp l i c a t i ons  i nc l ude  home  f i nanc i a l  ana ly s i s ,  
home  en v i r o n men ta l  con t ro l s  and  co lo r  v ideo  games .  

App le  I I  ha s  s eve ra l  f e a tu r e s  wh ic h  a r e  n o t  cha r ac t e r i s t i c  
o f  com pe t i t i v e  p roduc t s .  The  mos t  impor t an t  o f  t he se  a r e :  

1 .  Co lo r  g r aph i c s  c apab i l i t y  i n  two  modes .  
a )  40x48  Ar r ay  i n  15  co lo r s  
b )  280x192  Ar r a y  i n  4  co lo r s  

2 .  Fou r  An a lo g - to -D ig i t a l  i npu t s  f o r  con t ro l l e r s ,  
s enso r s  o r  game  p add l e s .  

3 .  Fa s t ,  ex t r eme l y  p ower fu l ,  BASIC  p rog ramming  
l anguage  i n  Re a d - On ly -Memory  (ROM) .  

4 .  E igh t  pe r i phe ra l  connec to r s  f o r  ma x imum ea se  
o f  expandab i l i t y .  

5 .  Qu ie t ,  coo l ,  f an - l e s s  ope ra t i on .  
6 .  T rue  po r t a b i l i t y  i n  s i z e  and  w e i g h t  ( l e s s  t han  

11  pounds ) .  
7 .  Min imum pa r t s  c oun t  and  f u l l y  socke t ed  boa rd  

f o r  max imum r e l i ab i l i t y  a nd  e a se  o f  s e rv i ce .  

Co mb in ed ,  t h e se  f e a tu r e s  pu t  App le  I I  app rox ima te ly  
12  mon ths  ahead  o f  cu r r en t  compe t i t i ve  en t r i e s .  

App le  I I  A  -  ( Man u fac t u r i n g  co s t ^$300 .00  t o  $225 .00 )  

Func t i ona l l y  eq u iv a l en t  t o  App le  I I  w i th  6  c o lo r  
H igh  Reso lu t i on  g r aph i c s  and  f u l l  f l oa t i ng  po i n t  BASIC  
i n  R O M .  Max imum cos t  r ed u ced  i m p l em en t a t i on  accompl i shed  
ma in ly  by :  

1 .  l ower  co s t  keyboa rd  
2 .  so lde r ed - in  c omponen t s  
3 .  l ow er  co s t  c a se  
4 .  h igh  vo lume  ma t e r i a l s  pu r chase s  
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Apple 11A pricing will be announced in January 1977 
at the Consumer Electronics Show in Las Vegas. The 
product will be sold as a $995.00 ensemble including 
cassette recorder and color TV monitor. 

Apple IIB - (Manufacturing cost $250.00 - 150.00) 

Functionally equivalent to Apple 11A with improved 
floating point BASIC, and somewhat reduced flexibility. 
FCC approved for use with any standard TV. Drastically 
reduced component count through the use of 1 to 3 custom LSI 
chips. "Cartridge" type peripherals such as music syn­
thesizer, voice recognition system, telephone interface, etc. 
Specific jacks for modular peripherals such as the Apple 
printer and Floppy Disc. Completely redesigned case. 

Apple II B will be announced at the June '78 CES. 
First shipments are planned for September '78. The retail 
price will be between $600.00 and $700.00 at announcement. 

Apple III - (project leapfrog) 

Currently defined to incorporate all features of 
Apple II B plus significantly improved programming 
language, built in printer interface, built in bulk storage 
(Bubble memory?), and major advance in input technology. 
Voice and character recognition are both being considered 
as built in features. Possibility of UHF very short range 
transmitter for wireless display capability depending on 
FCC approval. 

Ultra low cost LSI design. 

PERIPHERALS 

OCT *77 1. Hobby Board - prototyping board 
for computer hobbyist. 

NOV'77 2. Printer Board - a general purpose 
parallel printer interface board. 

NOV'77 3. Model 33 Teletype Interface -
a cable with a potted DIP connector on 
one end and a teletype connector on the 
other end. For use with 20 mA current 
loop teletypes. 

NOV177 4. Terminal Board - 100 and 300 baud 
serial interface board for telephone 
communications via standard acoustic 
couplers. 
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DEC177 5. RS232 Serial Printer Board -
General purpose serial board with 
software selectable speed up to 9600 Baud. 

DEC'77 6. PROM Programmer & Personality Board -
2716 PROM programmer with personality sockets. 

JAN'78 7. Telephone Interface Board -
Hard wire touch tone generator with operating 
system to automatically dial, send messages, 
and answer using standard Bell system phone 
1ines. 

JAN'78 8. Printer - low cost electro-resistive 
printer ($250.00 retail) High speed, 40 
or 80 characters per line, 4" wide print out. 

JAN'78 9. Color TV Monitor - 13" diagonal picture 
tube direct video input jack, $300.00 retail 
price. 

JAN'78 10. Audio Cassette Recorder - Panasonic 
RQ309, $40.00 retail price. 

1st Half '78 11. Clock and Calendar Board - Battery 
operated time and date, firmware date 
calculation. 

1st Half '78 12. Isolated Power Control Board -
Provides convenient control for 24 VAC 
to 110VAC solenoids, small appliances, etc. 

1st Half '78 13. Voice Recognition System - Designed 
and manufactured by Heuristics Inc., 64 
word vocabulary. 

1st Half '78 14. AC Remote Control System -
Designed and manufactured by Mountain 
Hardware, Inc. Uses standard 110 VAC 
house wiring for RF transmission of control 
and polling signals. Remote receiver has 
relay isolation for solenoid and small 
appliance control. 

1st HALF '78 15..PAL & SECAM Conversion Board -
Designed and manufactured by Eurapple. 
Converts Apple II video output to PAL 
or SECAM standards for Europe, Arabia and 
other countries. 
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1s t  Ha l f  ' 7 8  16 .  220  V A C  Power  C onve r t o r  -  S t ep  down  
t r an s fo rmer  w i th  va r i ous  p lug  con f igu ra t i ons ,  
conve r t s  Eu ropean  50  ,  220  VAC l i n e  vo l t a ge s  
t o  App le  I I  compa t ib l e  supp ly  

1 s t  Ha l f  ' 78  17 .  I EEE  I n t e r f ace  Bo a rd  -  Fo r  i n t e r f ac ing  
l abo r a t o r y  i n s t rumen t s .  

UNSCHED.  1 8 .  Ba r  Code  Reade r  

UNSCHED.  19 .  O p t i ca l  Cha rac t e r  Reade r  

UNSCHED.  20 .  M us i c  S yn the s i s  Sys t em 

UNSCHED.  21 .  V o i ce  Syn the s i s  Sys t em 

UNSCHED.  22 .  L i gh t  Pen  

UNSCHED.  23 .  Acous t i c  Coup l e r  

Me mor y  

MAY ' 1 1  1 .  4K  B y t e  Add- In  memory  

MAY ' 1 1  2 .  1 6 K  By te  Add- In  memory  

JAN ' 7 8  3 .  F loppy  D i sc  

JAN ' 78  4 .  F loppy  D i sc  Me mor y  -  D ua l  d ens i t y  

1 s t  Ha l f  ' 78  

A c c e s s o r i e s  

MAY ' 77  

MAY ' 7 7  

MAY ' 7 7  

MA Y  ' 7 1  

1s t  Ha l f  ' 7 8  

m in i - f l oppy  w i th  min ima l  ope r a t i ng  sy s t em .  

5 .  So f twa re  Con t ro l l ed  C as s e t t e  -
Inexpens ive  subs t i t u t e  f o r  f l oppy  d i s c  
whe re  speed  i s  no t  impor t an t  ( 15  s e c  
max  a cce s s ) .  Re t a i l  p r i c e  $ 3 5 0 .0 0 .  

1 .  V iny l  Ca r ry ing  Case  

2 .  Mi sc .  Cab l e s  & Po wer  Co rd s  

3 .  App le  I I  Ope ra to r s  Manua l  -  F ina l  
v e r s i o n  i n  D e c e m b e r  ' 1 7 .  

4 .  Game  P add l e s  

5 .  Joy  S t i ck s  
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MARKETING PLAN 

Merchandisinq 

Due to the broad scope of the marketplace, no 
single merchandising tool can provide adequate overall 
coverage. Apples' strategy is to use several avenues 
to reach both dealers and potential customers. 

Media - our current advertising program will be 
increased to run in computer hobby books, consumer 
electronics books and other consumer and professional 
periodicals such as Scientific American. At least 
3 separate ads will be produced for this purpose. 
Final media selection will be based on market trends 
and 1977 responses. 

Co-op Advertising - a budget of 51 of sales will 
be allocated for individual dealers' use in support of 
local advertising and merchandising programs. Apple 
will provide (at Apples' expense) some materials to 
dealers for this purpose. 

Point - of Sale - Posters, free software, brochures, 
display racks, personal visits, and seminars will all be 
used to assist dealers in selling Apple products. 

Public Relations - major efforts will be directed 
toward obtaining massive editorial coverage through 
editor visits, industry show participation, such as 
CES, and free support of radio and TV coverage. 
(We have already been featured on both NBC and ABC 
news specials in California and Texas. We also 
received nearly 5 minutes of air time on CBS. 

In addition, our Marketing System Evaluation 
Program will be continued. This program provides 
editors and other key figures with a "loaner" system 
for their use and evaluation. Five systems have 
currently been allocated for this purpose. 

Direct Mail - a semi-monthly publication will be 
produced similar to the HP Personal Calculator Digest. 
It will be in a slick magazine format, 4 color cover, 
2 color interior with one or 2-4 color interior pages. 
The piece will be mailed to all Apple owners and dealers 
and as a response to ad inquiries. 
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The  con t en t s  o f  t he  book  a r e  a s  f o l l ow s :  

I .  "Te s t imon ia l "  l e t t e r s  t o  t he  ed i t o r  

I I .  P roduc t  da t a  shee t s  

I I I .  A  min imum o f  one  a pp l i c a t i on  no t e  

IV .  A  min imum o f  one  documen ted  p rog ram l i s t i ng  

V.  Upda t ed  l i s t i ng  o f  t he  Ap p le  So f t w a r e  Bank  

VI .  New p r oduc t s  

V I I .  Upda t ed  dea l e r  l i s t i ng  

Each  i s s ue  w i l l  be  a  " spec i a l "  i s s ue  on  o n e  o f  t he  
m a jo r  app l i c a t i on  a r ea s  such  a s  home  f i nance ,  u t i l i t y  
co n t ro l s ,  o r  en t e r t a i nmen t .  

The  ove ra l l  expend i t u r e  r e qu i r e d  t o  suppo r t  t h i s  
p rog ram i s  $500K du r ing  ca l enda r  1978 .  

D i s t r i bu t i on  

Dur ing  1977 ,  App le  was  succe s s fu l  i n  e s t a b l i sh i ng  
180  au tho r i zed  dea l e r s  a c ro s s  t he  Un i t ed  S t a t e s .  
Of  t h e se ,  ap p r o x ima te ly  h a l f  a r e  a  cha in  o f  h igh ly  succe s s ­
fu l  consumer  e l e c t ron i c s  r e t a i l e r s  -  TEAM ELECTRONICS .  
T EAM i s  a  subs id i a ry  o f  Day ton  H udson  Co rpo ra t i on ,  a  
l a rge  r e t a i l i ng  o rgan i za t i on .  Th i s  i s  App le s '  f i r s t  s t ep  
( i n  d i s t r i bu t i on )  t o w ard  t he  even tua l  t r ue  h o me  m a r ke t .  
Ca re fu l  cons ide r a t i on  was  g iven  t o  s eve ra l  a l t e rn a t i v e  
channe l s  such  a s  Sea r s ,  Wards ,  e t c .  w i th  t he  conc lu s ion  
be ing  t ha t  A pp le  cou ld  no t  pos s ib ly  s u p p o r t  a  p r og r a m o f  
t h a t  magn i tude ,  no r  c a n  any  o f  ou r  co mp e t i t o r s .  I t  i s  
ou r  s t r a t egy  t o  "bu i l d "  ou r  way  i n to  t he  ma rke t  by  l ay ing  
a  sound  founda t i on  each  s t ep  o f  t he  wa y .  TEAM was  a  
l og i ca l  f i r s t  s t ep  s i nc e  t h ey  ope ra t e  on l y  abou t  100  
s t o r e s ,  a r e  more  compe t en t  a t  s e l l i n g  a  complex  p r oduc t  
t han  t he  ave rage  s a l e s  pe r son  a t  a  ma jo r  de pa r tme n t  
s t o r e ,  and  we re  w i l l i ng  t o  commi t  t o  a  f o rm a l ,  two  day  
t r a i n ing  p rog ram  p r i o r  t o  any  l oca t i on  phys i ca l l y  
hand l i ng  t he  p roduc t .  W e  have  a l r e ady  he ld  t he  f i r s t  o f  
3  t r a i n ing  mee t i ngs  w i th  t he  owne r s ,  manage r s  a nd  s a l e s  
pe r sonne l  f r om 24  s t o r e s  i n  a t t endance .  

Dur ing  1978  we  w i l l  con t i nue  t o  d i s t r i bu t e  t h rough  
ou r  ex i s t i ng  c ha nne l s .  Depend ing  on  t he  r e l a t i ve  succe s s  
o f  t he  TEAM ou t l e t s ,  w e  w i l l  de c i de  whe t he r  o r  no t  t o  s e l l  
A pp le  11B  t h rough  t he  l a rge r  de pa r tme n t  s t o r e  cha in s .  
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Our main strategy in distribution is to insure 
that each customer establishes a positive on-going 
relationship with the local Apple dealer. This would 
be impossible to do through mail order houses, direct 
mail, or through existing department store organizations. 

Another reason for this choice has to do with 
service. One of our competitors claims that his product 
will be serviceable by any local TV repairman. Based 
on the average competence level of today's TV repairman, 
it is Apples' opinion that this technique simply will 
not succeed! Our approach is to service Apple products 
at local dealer locations. Since the dealer wants to 
sell future peripherals, he has a stake in seeing that 
his customer remains satisfied. Apple is in the process 
of setting up a Warranty Service Center Authorization and 
Training Program, which will result in many existing 
dealers also becoming authorized warranty service stations. 
The program will be fully operational by February '78. 

Competition 

The current competitors may be grouped into three 
categories: 

1. Hobby Manufacturers 

2. Small Business Manufacturers 

3. Personal Computer Manufacturers 

The first group is characterized by products which 
were designed to be sold as kits. Examples of this type 
are Southwest Technical Products, Inc., Processor Technology, 
Inc., and Cromemco Inc. Companies like these have 
dominated the hobby market until recently when several 
assembled products were announced by manufacturers such as 
Apple. 

Because of the "penney pinching" nature of the 
average computer hobbyist, and the product and business 
management strategies of the companies participating in 
the market, no one company has gained a dominant market 
share. It is highly likely that Apple will. Since this 
becomes a small fraction of the overall market by 1982, no 
major effort will be expended by Apple to satisfy the 
on-going needs of the kit building hobbyist. 

Because of the applications development ability of 
the software oriented hobbyist, Apple will continue to 
service his needs. 
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The  smal l  bus iness  manufac tu re r s  a re  l ead  by  
MITS,  Inc . ,  now a  d iv i s ion  o f  Pe r t ec ,  and  IMS,  p roducer  
o f  t he  IMSAI  8080  sys tem.  Both  o f  these  compan ies  have  
s e t  the i r  courses  s t rong ly  in  the  d i r ec t ion  o f  smal l  
bus iness ,  and  away  f rom the  consumer .  Average  p r i ces  fo r  
ins t a l l ed  sys tems  o f  t h i s  type  range  f rom $10 ,000  to  
$20 ,000  do l l a r s .  We do  no t  expec t  t o  compe te  wi th  them 
d i rec t ly .  

The  l a s t  ca tegory  i s  cha rac te r i zed  by  manufac tu re r s  
such  a s  Commodore  Bus iness  Mach ines  and  Tandy  Corpora t ion .  
These  two  mach ines  wi l l  be  our  ma jo r  compe t i t ion  dur ing  
1978 .  App le  expec t s  a t  l eas t  th ree  add i t iona l  and  
p robab ly  s t ronger  compe t i to r s  by  t he  end  o f  1978 .  The  
mos t  l i ke ly  a re  Ata r i ,  Texas  Ins t rument s ,  and  RCA.  

Tandy  -  TRS 80  

The  sys tem conf igura t ion  i s  d iv ided  in to  four  
sepa ra te  e l ement s ;  a  CRT moni to r  (poor  qua l i ty  b lack  and  
whi t e ) ,  a  power  supp ly ,  a  r ecorde r ,  and  a  keyboard  wi th  
cab ine t  which  a l so  houses  the  main  compute r  boa rd .  The  
un i t  inc ludes  a  4K by te  BASIC in  ROM which  i s  en t i r e ly  
unsu i t ab le  in  todays  marke t .  The  keyboard  has  no  n -key  
ro l love r  mak ing  r ap id  typ ing  imposs ib le .  There  a re  no  
p rov i s ions  fo r  d i r ec t  connec t ion  o f  ana log  dev ices  such  a s  
game  padd les  o r  r e s i s t ive  sensors ,  and  the  sys tem l acks  
a  speaker  fo r  aud io  e f fec t s .  Tandy  c l a ims  tha t  a  f loppy  
and  p r in te r  wi l l  be  ava i l ab le  in  the  fu tu re  bu t  makes  no  
commi tmen t  a s  to  when .  Advan tages  o f  the  sys tem a re :  

1 .  Up t o  16K by tes  o f  memory  may  be  i n s t a l l ed  
d i rec t ly .  

2 .  Some "canned"  so f tware  has  a l r eady  been  
deve loped  fo r  i t .  

Overa l l ,  i t  i s  a  ve ry  poor  second  a f t e r  the  PET.  

App le  11A wi l l  de f in i t e ly  ou t se l l  t he  TRS 80  "hands  
down"  r ega rd less  o f  the  l a rge  number  o f  po ten t i a l  r e t a i l  
loca t ions  in  the  Rad io  Shack  cha in .  

Commodore  -  PET 

The  PET compute r  i s  s imi la r  to  the  TRS80  i n  tha t  
i t  has  a  b lack  and  whi t e  d i sp lay  on ly ,has  no  speaker  o r  
p rov i s ion  fo r  ana log  inpu t s ,  and  s e l l s  fo r  the  same  $600 .00  
p r i ce .  
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The  impor tan t  d i f f e rences  a re :  

1 .  PET has  a  ca lcu la to r  s ty le  keyboard -
comple te ly  unaccep tab le  fo r  da ta  
en t ry  o r  ma jo r  p rogramming  e f fo r t s .  

2 .  The  PET BASIC i s  much  more  power fu l  
t han  the  Tandy  mach ine  and  r e s ides  in  
12K by tes  o f  ROM.  

3 .  The  CRT and  casse t t e  a re  bu i l t  i n .  

4 .  PET i s  l imi ted  to  8K by tes  o f  RAM 
i n t e rna l ly .  Note :  The  PET uses  4K 
s t a t i c  RAMs f rom MOS t echno logy .  The  
r e t a i l  p r i ce  fo r  4K by tes  i s  $200 .00  
over  twice  the  Apple  p r i ce  fo r  4K by tes  
o f  dynamic  RAM.  

5 .  PET has  an  IEEE in t e r face  por t .  

6 .  PET has  64  g raph ics  cha rac te r s  fo r  use  
in  g raph ic  d i sp lays .  

Bo th  sys tems  a re  seve re ly  l imi ted  in  expandab i l i ty  
when  compared  wi th  Apple  I I  o r  Apple  I IA .  Commodores  
cu r ren t  cos t  p ro jec t ion  fo r  PET th rough  the  end  o f  t he  
yea r  i s  $360 .00 .  Commodore  has  pub l i c ly  s t a t ed  tha t  
t he i r  so f tware  wi l l  be  deve loped  mos t ly  by  u se r s ,  no t  
by  Commodore .  

The  cu r ren t  s t r a t egy  fo r  d i s t r ibu t ion  o f  the  PET 
mach ine  i s  to  se l l  th rough  the  majo r  depar tmen t  s to re  
cha ins .  Apple  expec t s  t ha t  t h i s  e f fo r t  wi l l  be  p lagued  
by  bo th  se rv ice  and  suppor t  p rob lems .  Ne i the r  the  
depar tmen t  s to res  nor  Commodore  has  an  o rgan iza t ion  capab le  
o f  answer ing  the  ques t ions  tha t  wi l l  be  genera ted  by  the  
sa l e  o f  seve ra l  thousand  mach ines .  App le ' s  s t r a t egy  in  
th i s  rega rd  i s  to  " l e t  Commodore  hang  themse lves"  dur ing  
the  f i r s t  ha l f  o f  1978 ,  wh i l e  we  bu i ld  an  o rgan iza t ion  
compe ten t  t o  t r a in  depar tmen t  s to re  pe r sonne l  ( th rough  
exper i ence  wi th  TEAM) and  to  t r a in  compe ten t  s e rv ice  
pe r sonne l  ( th rough  the  dea le r  war ran ty  t r a in ing  p rogram) .  
At  t he  same  t ime  the  Apple  Sof tware  Bank  wi l l  g row to  
nea r ly  700  canned  p rograms .  In  June  o f  ' 78  we  wi l l  be  
r eady  to  p roper ly  suppor t  a  ma jo r  depar tmen t  s to re  type  
o f  d i s t r ibu t ion  channe l ,  w i l l  be  announc ing  Apple  I IB ,  
and  wi l l  a l r eady  have  the  b roades t  p roduc t  l i ne  wi th  
18  pe r iphe ra l s  and  2  ma in  f r ames .  Th i s  combina t ion  o f  
even t s  shou ld  pu t  us  in  a  pos i t ion  to  become a  " favored"  
supp l i e r  t o  the  Sea r s ' ,  Wards '  and  Penney ' s  type  o f  
s to res  in  t ime  fo r  Chr i s tmas  o f  ' 78 .  
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Sure ly  bo th  Tandy  and  Commodore  w i l l  r ev i s e  a nd  
upda t e  t he i r  p roduc t s  by  June  ' 7 8 ,  bu t  i t  i s  expec t ed  
t ha t  A pp le  I IB  w i l l  be  a s  f a r  ahead  o f  PET  I I  and  
TRS  8011  a s  ou r  cu r r en t  p roduc t  i s  ahead  o f  PET  and  
TRS  80 .  

A pp le  expec t s  more  f o rm idab l e  compe t i t i on  f rom 
Texas  I n s t r um en t s  and  A ta r i .  I t  i s  l i ke ly  t h a t  each  
w i l l  ob t a in  a t  l e a s t  a  20% ma r ke t  sh a r e  w i th in  
1 8  mon ths  o f  t h e i r  en t ry  i n to  t he  m arke t .  I t  i s  
i mpos s i b l e  a t  t h i s  t i me  t o  ob t a in  r e l i ab l e  i n fo rma t ion  
on  e i t he r  p roduc t  o r  s t r a t eg y  f r om e i t he r  company .  

A n  e s t ima t e  o f  ma rke t  sha r e s  v s  t ime  i s  g iven  i n  Tab l e  VI I .  

1978  1980  1 9 8 2  

APPLE 18%  35% 3 5 %  

A TA RI  0% 15%  25% 

T . I .  0%  15%  25%  

COMMODORE 10% 10%  

TANDY 5% 5%  

ALL O TH ER S 67% 20%  15%  

TA BL E  VI I  

Marke t  Sha re  -Es t ima t e  
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OPERATING PLAN 



STAFF 

A.C. Markkula, Chairman of the Board and V.P. Marketing 
MSEE, BSEE University of Southern California 
MTS - Hughes Aircraft Co. - 4 Yrs. 
Marketing Mgr. - Fairchild Semiconductor - 4 Yrs. 
Marketing Mgr. - Intel Corporation - 4 Yrs. 

M.M. Scott, President 
BSPH, California Institute of Technology 
Engineer, Beckman Inst. - 2 Yrs. 
Marketing Mgr. - Fairchild Semiconductor - 4 Yrs. 
Marketing Mgr. - National Semciondcutor - 2 Yrs. 
Director Hybrid Operations - National Semi. - 4 Yrs, 

S.P. Jobs, V.P. Operations 
Attended Stanford and Reed College 
Engineer - Atari - 2 Yrs 

S.G. Wozniak, V.P. Engineering 
Attended University of Colorado and University of 
California at BerkTey 
Engr. Tennant - 1 Yr. 
Engr. Electroglass - 1 Yr. 
Engr. - Hewlett-Packard - 3 Yrs. 

F.R. Holt, Chief Engineer 
BSc. Ohio State University 
Engineering Mgr, R&D Hickock Elect.- 9 Yrs. 
Assistant Chief Engineer, MB/Gilmore - 2 Yrs. 

Dr. W.B. Sander, Staff Scientist 
BSEE, MSEE and PhDEE, Iowa State University 
Design Engineer - ITT Gilgilian 2 Yrs. 
Senior Engineer - Tasker Industries - 6 Yrs. 
Department Manager, Fairchield R&D - 13 Yrs. 

Gene Carter, Director of Dealer Marketing 
AAS Milwaukee School of Engineering 
Sandia Corporation (AEC) 6 Yrs 
Fairchild Semiconductor - MOS Marketing Mgr. 

and Linear Marketing Mgr. - 3 Yrs. 
National Semiconductor - MOS Marketing Mgr. - 1 Yr. 
IC Marketing Manager, 4 Yrs., Director of Marketing 
1 Yr., Director of Microprocessor Mkt. 2 1/2 Yrs. 
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APPENDIX B 



APPLE SOFTWARE BANK & POLICY Red inq ton  
10-5 -77  

ROUGH DRAFT 

Apple  Compute r  Inc . ,  r e fe r red  to  in  th i s  paper  a s  APPLE,  has  de ­

ve loped  a  way  o f  inc reas ing  the  ava i l ab i l i ty  o f  APPLE so f tware  and  in  
ex tend ing  the  use fu lness  o f  the  Apple  I I  compute r  sys tem.  APPLE would  
l i ke  to  in t roduce  i t  to  a l l  p resen t  and  po ten t i a l  Apple  u se r s .  I t  i s  
ca l l ed  the  APPLE Sof tware  Bank .  Th i s  paper  desc r ibes  the  APPLE Sof t ­
ware  Bank ,  t he  APPLE Sof tware  Po l i cy ,  the  two  bank  sec t ions :  User  
suppor ted  so f tware  and  APPLE suppor ted  so f tware ,  t he  Sof tware  Bank  
Con t r ibu to r ' s  Guide ,  and  wha t  t h i s  bank  wi l l  do  fo r  the  use r .  

APPLE SOFTWARE BANK 

The  APPLE Sof tware  Bank  i s  a  r epos i to ry  fo r  a l l  APPLE p rograms ,  
p rocedures ,  and  r e l a t ed  documenta t ion .  The  enormous  amount  o f  ma i l  t ha t  
has  been  r ece ived  f rom Apple  use r s  has  been  the  insp i ra t ion  fo r  e s t ab ­
l i sh ing  th i s  so f tware  bank .  Th i s  ma i l  has  cons i s t ed  o f  numerous  so f t ­
ware  and  p roduc t  sugges t ions  and  many  exc i t ing ,  c l eve r  and  use fu l  p ro ­
grams .  App le  Compute r  Inc .  has  c rea ted  th i s  so f tware  bank  wi th  the  

use r  i n  mind .  

APPLE Sof tware  Po l i cy  

The  founda t ion  o f  t h i s  bank  i s  the  APPLE Sof tware  Po l i cy .  Po l i cy  
as  used  he re  means  a  me thod  o f  ac t ion  to  gu ide  and  de te rmine  p resen t  and  
fu tu re  dec i s ions  concern ing  APPLE so f tware .  As  a  p rocess  the  APPLE 
Sof tware  Po l i cy  has  seve ra l  s t eps .  They  a re :  

1 .  Apple  Compute r  Inc .  encourages  in t e res t ed  
use r s  t o  deve lop  so f tware  fo r  the  Apple  compute r .  

2 .  APPLE encourages  i t s  use r s  t o  submi t  t he i r  
deve loped  so f tware :  APPLE wi l l  then  ca re fu l ly  
su rvey  i t s  po ten t i a l  u t i l i t y  wi th  the  Apple  
compute r  sys tem and  then  make  i t  ava i l ab le  to  

a l l  Apple  u se r s .  
3 .  Apple  Compute r  Inc .  encourages  i t s  use r s  who  

con t r ibu te  so f tware  by  award ing  them wi th  an  



ROUGH DRAFT 

II. APPLE Program Cassette - a recorded program 
on a high quality low noise APPLE tape cassette. 

Some of these steps may be omitted or expanded depending upon the 
nature of the software involved. 

Contributor's Guide 
Apple Computer Inc. is developing the APPLE Software Bank Con­

tributor's Guide. This manual will explain the process, step by step, 
in submitting a program to the software bank. More information on the 
Contributor's Guide will be available after October 24th, 1977. 

Any questions, suggestions and programs may be mailed to: 

APPLE SOFTWARE BANK 
Apple Computer Inc. 
20863 Stevens Creek Blvd., B3-C 
Cupertino, California 95014 
(408)- 996-1010 

The APPLE Software Bank will afford Apple users more effective 
utilization of their Apple Systems. The chances are that someone, 
an Apple user or Apple Computer Inc., has already written software 
for a particular application to satisfy a need that is similar if 
not identical to another users need; this software, if existing will 
be available through the software bank. The bank will save time. 
As a result of the APPLE Software Bank, the user will have easy ac­
cess to a large number of programs and applications information. The 
user will be able to contribute almost any kind of software. The 
APPLE Software Bank has been created to increase the usefulness and 
enjoyment of the Apple II system and is available to all Apple users. 
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APPLE SUPPORTED SOFTWARE 

Apple supported software is the second bank section. 
It will primarily contain all software written and supported 
by Apple Computer Inc. And, it will contain contributions con­
sidered to be outstanding by APPLE'S Software Development Lab 
personnel. 

All software available through this section will be fully 
documented and supported by Apple Computer Inc. Programs in this 
section will contain: 

I. A PROGRAM BOOKLET 

A. PROGRAM DESCRIPTION - a mini-essay on 
what the program is intended to do. 

B. PROGRAM INSTRUCTIONS - how to load and 
use the program on the Apple II System. 

C. PROGRAM LISTING - a hardcopy listing of 
the program that is annotated with 
appropriate comments explaining program 
concepts. 

D. PROGRAM FLOWCHART - an APPLE flowchart 
diagram showing schmatically the flow 
of the program. 

E. PROGRAM MODIFICATION - a list of sug­
gestions for changing certain variables 
and/or parts of the program to meet 
specific user needs. 

F. GLOSSARY - a list of words and their 
definitions that are used in the program. 
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APPLE Product Gift Certificate in appreciation 
of their contribution. The value of the certif­
icate will vary depending on the value of the 
contribution and or an honorarium for an outstand­
ing programming contribution 

This policy provides a means for easy contribution, access, and dis­
tribution of software to all Apple users through two bank sections. 

USER SUPPORTED SOFTWARE 

The first bank section is User Supported Software. Software; pro­
grams, tapes, and listings, available through this section will be sup­
ported and maintained by their contributors. APPLE will periodically publish 
a User Software Listing for all user contributed software. Each software 
listing will contain: 

I- Contributor s Software List - a listing of the name and 
mailing address of each contributor along with a listing 
of all of the software they have authored and submitted. 

II. User Contributed Programs 

A. PROGRAM NAME- the name given to the programs by 
their contributors and a reference number desig­
nated by APPLE. 

B. PROGRAM ABSTRACT- a brief description of the soft­
ware. It will answer the questions: 

i) what the software is intended for. 
ii) what are its limitations, if any. 

iii) what are its system requirements 
(program language, minimum memory 
size, etc.,). 

C. ACQUISITION OF SOFTWARE- describes; 
i) how an interested user can obtain a 

list of a particular program, 
ii) how, for how much, where, and by whom 

to obtain a specific program listed in 
the user supported software bank. 



PROGRAM STATUS 

PRELIMINARY PRODUCTION 
VERSION VERSION 

ENTERTAINMENT SOFTWARE NUMBER TAPE DOC TAPE ooc 
Breakout B2T-001E-I04-TB Yes _ 11-1-77 11-1-77 
Startrek B2T-002E-I16-TB Yes - 11-1-77 11-1-77 
Blorhythm B2T-003E-I04-TB Yes - 11-1-77 11-1-77 
Chess B2T-005E-X16-TB No - _ 
Pong t Handball B2T-006E-I04-TB Yes - 3-1-78- 3-1-78 
Etch 1 Sketch 82T-007E-I04-TB Yes - 11-1-78 11-1-78 
Coloreater B2T-008E-104-TB Yes _ 2-1-78 2-1-78 
Mastermind B2T-010E-I04-TB Yes - 1-1-78 1-1-78 
Fortune Teller B2T-O11E-I04-TB . . 3-1-78 3-1-78 
Space Uar B2T-012E-I16-TB 9-26-77 - 11-1-77 11-1-77 
Towers of Hanoi B2T-013E-I04-T No " 3-1-78 3-1-78 

FINANCE 

Checkbook B2T-001F-I16-T Yes _ 11-1-77 11-1-77 
Home Finance B2T-002F-M16-T - _ 1-1-78 1-1-78 
Loan Amortization B2T-003F-M16-T - - 12-1-77 12-1-77 

LEARNING I EDUCATION 

Hangman B2T-001L-I0A-TB Yes _ 11-1-77 11-1-77 
Color Math B2T-002L-I04-TB Yes _ 11-1-77 11-1-77 
Learning Math B2T-003L-I04 - - 1-1-78 1-1-78 
How to Program In BASIC B2T-004L-I04 - " " " 

MISC. -

4K Color Demo/Breakout B2T-001M-104-TB Yes No No No 
Startrek/HI-Res B2T-002M-104 -TB Yes No No No 
Color Graph Demo B2T-003M-I04-TB Yes No No No 
Renumber/Append B2T-004M-104-TB Yes No 11-1-77 11-1-77 
Hi-Res Demo B2T-005M-116-TB Yes No 2-1-78 2-1-78 
Music B2T-006M-I04-TA - - 1-1-78 1-1-78 
Bouncer B2T-007M-I04-TB Yes - 2-1-78 2-1-78 
Applesoft BASIC B2T-008M-I16-TB 9-30-77 . - 12-1-77 12-1-77 

UTILITY 

XItchen B2T-001U^I04-TA - - 1-1-78 1-1-78 

WORK 1 BUSINESS RELATED 

Mailing list B2T-001W- No 12-1-77 12-1-77 
Calendar B2T-002W- - No 1-1-78 1-1-78 
Telephone directory B2T-003W- - No 1-1-78 1-1-78 
Hi-Res Text Graphics B2T-004W- - No 1-1-78 1-1-78 

KEY 
YES means available 

NO means not available 
- means In development 

XX-XX-XX means estimated date 
of availability 



APPENDIX C 

(EURAPPLE ORGANIZATION) 



Apple Computer, Europe (Eurapple) represents a large potential 
market but it has requirements of its own. 

First, the television system in Europe is two-display, 625 lines 
instead of the 525 lines of the U.S. Second, the main power is 
220V, 50Hz instead of 110V, 60Hz. Third, the connecting hardware-
plugs, jacks, coax connectors-between electronic systems is 
dimensioned differently than in the U.S. Fourth, the variety 
of languages, at least two, French and German dictates to trans­
late technical information, manuals and literature. The computer 
language itself, BASIC, can remain in English since it is treated 
as mnemonics. And last, the ways and means of doing business 
locally, the export-import procedures, the selection, appointment 
and support of local distributors require a group of people who 
have had experience in marketing technical products in Europe 
or more generally abroad. 

For all these reasons, Apple had originally decided to delay the 
European market a year or two, and concentrate its engineering, 
marketing and cash flow resources to the domestic market. 

In April, 1977, Apple was approached by Andre Sousan, who had 
recently resigned from the position of corporate V.P. of engineering 
and board member of Commodore Electronics Ltd., the operating 
subsidiary of Commodore International. Andre Sousan had disagreements 
with Commodore on product and management philosophy. He was 
familiar with Apple, in 1976 when Apple was operating in a 
garage he tried to interest Commodore in the new approach Apple 
had in the personal computer market. 

Mr. Sousan offered Apple the opportunity to set up the European 
operations, finance personally the required engineering changes 
that would need to be made, the implementation of a European 
operations group, and later merge these operations with Apple 
Computer when both companies would be at a productive level. 
This was accomplished when Mr. Sousan set up Eurapple as a 
distributor for Apple to all European Countries and more generally 
for all countries that have a television system similar to the 
European version. Eurapple purchases from Apple, maintains its 
own engineering and manufacturing for the add—on converters between 
Apple II and the European TV receivers, its own product inventory 
and its own sales and marketing group. 

Mr. Sousan holds a doctorate in physics from the University of 
Paris, a master in Electronics from the Superior School of 
Radio-electronics in Paris. He was in Europe five years for 
Texas Instruments as marketing manager and assistant to the 
European V.P., then was scientific director for Thomson-CSF 
engineering operations, with Europe and US technical responsibility. 
He then moved to Vice President, European operations for Varadyne 
before joining Commodore in 1971. At Commodore, he traveled 
extensively to Europe and to the Far East, both for product 
marketing and manufacturing engineering purposes. 



Eurapple has appointed a resident European director, Jacques Boivin 
who was with Thomson CSF as an electronic engineer and then was 
with European subsidiary of Wang, with European marketing 
responsiblity. Jacques is located in Paris but travels constantly 
throughout Europe. 

The first step of Eurapple has been to implement a distributor 
network in Europe and at the same time promote the Apple II. 
Apple II is currently demonstrated in all major electronics 
shows this fall/winter season; the Sicob in Paris, Systems 77 
in Munich, EuroMicro in Amsterdam, data fair in London, and 
the US department of Commerce sponsored computer show in London 
in January. 

At this show, Mr. Sousan will make the final selection between 
4 companies who have confirmed a strong interest in distributing 
Apple II respectively in England and 4 others in Germany (which 
needs 3 distributors, North, Central and South). Eurapple will 
have a hospitality suite in London at the same time as the show 
to more efficiently conduct its business. 

Eurapple has already sold, since it began shipping in September, 
approximately 20 systems in Eurpoe and has approximately 50 
systems backlogged as of this date. Eurapple has appointed 2 
distributors in France, one in the Benelux, one in Spain, one 
for all Arab countries, one in Australia, one in Singapore and 
one in India. All these distributors have extensive capabilities 
in marketing computer equipment, including programmers and service 
technicians. As an example, the Arab countries distributor is 
the Atari licensee for video games and has paid for the re-design 
of Apple II through Eurapple to make Apple II display its 
characters in the Arabic language. The head of this company 
in Egypt is a computer sciences major from Stanford University. 
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JUDGED BACKLOG 

OCT 

Order Prob 

NOV 

Order Prob 

DEC 

Order Prob 

Dealers 

Hi Tech-

Allied 

Team 

Eurapple 

Computerland 

Computer Sotre 

Direct 

67 

40 

40 

36 

10 

59 

10 

82 

40 

20 

36 

10 

50 

10 

5 

74 

50 

40 

24 

20 

90 

12 

99 

40 

20 

40 

20 

60 

25 

10 

68 

40 

40 

24 

30 

90 

12 

109 

40 

20 

50 

30 

80 

30 

15 

Subtotal 262 253 310 314 304 374 

Additional Orders 
resulting from: 

F.P. Basic and 25 35 50 
Peripheral Availability 

Total 278 349 424 



7 /27 /77  
ALS / s t  

APPLE PRODUCT DEVELOPMENT P ROGRAM 

1 .  Compe t i t i on  ba sed  deve lopme n t  

1 . 1  Does  compe t i t i on  have  f e a tu r e s  t ha t  wou ld  make  ou r  p r oduc t  s e l l  be t t e r ?  
( e . g .  f l oa t i ng  po in t  ba s i c ,  f l oppy ,  e t c . )  I den t i f y  t hose  f e a tu r e s .  Do  we  
ha ve  t he  r e so u rce s  t o  add  t h em,  i n  house  o r  subcon t r ac t ?  S ched u l e .  

1 . 2  D o es  c ompe t i t i on  s e l l  a  compa rab l e  p roduc t  t o  ou r s  a t  a  l ower  p r i c e?  
I den t i f y .  

1 . 3  I f  compe t i t i on  p roduc t  i s  i den t i f i ed  a s  comparab l e  t o  App le  I I ,  does  compe­
t i t i on  de l i ve r ?  I f  ye s ,  how  and  whe n  do  we  p l a n  t o  mee t  t h e  p r i c e?  

1 . 4  I f  compe t i t i on  p roduc t  i s  i de n t i f i e d  a s  gene ra l l y  comparab l e  t o  App le  I I  
bu t  l e s s  pe r fo rmance  o r  f e a tu r e s ,  does  t h i s  j u s t i f y  p r i c e  d i f f e r e nc e ?  L i s t  
a l l  d i f f e r ences  ( e . g .  co lo r ,  expandab i l i t y ,  e t c . )  Go  o ve r  d i f f e r ences  one  
by  one .  C an  a  d ea l e r  be  so ld  on  p r i c e  d i f f e r ence  because  o f  t hem?  Can  
u se r  be  so ld?  Ask  ma rke t i ng .  De f ine  ma r ke t  po r t i on  t ha t  w i l l  be long  t o  
compe t i t i on  because  o f  f e a tu r e s /p r i c e  d i f f e r ence  com bina t i on .  Eva lua t e  
l o s t  s a l e s  acco rd ing ly .  I s  i t  wor th  i t ?  I f  no t ,  how  a nd  when  t o  r emedy?  

1 . 5  I f  w e  ag r ee  t o  l ower  p r i c e  mode l s  t o  mee t  compe t i t i on ,  how t o  r e s t r u c tu r e  
ou r  expense s  t o  a s s ign  eng inee r i ng  budge t ?  Do  we  do  a l l  o f  en g in ee r i n g  i n  
h o u s e  o r  pa r t  on  subcon t r ac t ?  D o  we  a t t e mp t  p r i va t e  l ab e l  w i th  cus tomer  
deve lopmen t  o r  any  o the r  pos s ib l e  sou rce  o f  add i t i ona l  f unds?  

2 .  I nnova t i on  ba sed  deve lopmen t .  

2 . 1  Do  w e  have  un ique  i dea s  t ha t  w i l l  make  o u r  p r oduc t  a  f avo red  buy  w i th  r ega rd  
t o  compe t i t i on?  Can  we  pa t en t  t hose  i dea s?  How and  when  do  we  imp lemen t  
t h em?  

2 . 2  Do  w e  h av e  be t t e r  i dea s  t ha t  w i l l  s ave  co s t  on  ou r  p roduc t ?  ( i ndependen t l y  
o f  t he  no rma l  eng inee r i ng /pu rchas ing  co s t  r e duc t i on  p rog ram)  How and  when  
do  w e  im p lemen t  t h em?  

2 . 3  Do  we  keep  a  c l o se  l ook  t o  t e chno log i ca l  deve lopmen t s  (new  mic ro  a r c h i t e c tu r e s ,  
new  memor i e s ,  e t c . )  and  e va lua t e  how and  when  t hey  m ay  impac t  ou r  p roduc t ?  

3 .  Marke t  ba sed  deve lopme n t  

3 . 1  Do  we  ha ve  t he  r i gh t  p roduc t  con f igu ra t i ons  f o r  t he  ex i s t i n g  m ar ke t s ?  
(So f twa re  -  pe r iphe ra l s  -  pa c ka g ing ,  e t c . )  Do  w e  have  t o  mod i fy  any th ing?  

3 .2  Do  we  an t i c i pa t e  marke t  eva lua t i ons  t ha t  w i l l  c a l l  f o r  new co n f i g u r a t i o n s?  
Do  we  p r epa re  f o r  t hem and  whe n?  



Standard Costs 

Apple II 4K 16K 

Mother PCB $137.09 $137.09 (includes sub assy) 
RAM (Bytes) 21.20 144.00 ($18 ea. for 16K) 
Power Supply 51.15 51.15 (includes sub assy) 
Case Assy. 102.32 102.32 
Ship Kit 11.00 11.00 

Total Mat'1 $332.76 $445.56 
+1% Burden 3.23 4.46 

.@ 270%) Labor +0H 34.11 34.11 ($5.95/hr .@ 270%) 

Total Mfg. Cost $360.10 $484.13 

Average Std. Cost <§ 15/85 mix = $465.53 

Apple II A Same as Apple II except 

1. Floating point basic in ROM 
2. 6 vs. 4 color HiRes and HiRes ROM 
3. Color killer in Text Mode 
4. New Case Mat'1 but same style 
5. New low cost keyboard 

4K 16K 

PCB $100.00 $100.00 
RAM 18.00 100.00 
Add'1 ROM 9.00 9.00 
Power Supply 37.75 37.75 
Case Assy 57.00 57.00 
Ship Kit 3.00 3.00 

Total Mfg.Cost $224.75 306.75 
+ 1% Burden 2.25 3.07 
Labor +0H 22.41 22.41 

Total Mfg.Cost $249.41 $332.23 

FP + HeRes 

assy) 

assy) 

Average Std. Cost @ 15/85 mix = $318.81 
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Standard Cost Estimates 

Apple II B Cartridge Add-in's 
FCC Approved 
UL Approved 

Keyboard $13. ,00 
8K RAM 28. .00 
Case 15. .00 
CPU 5. .00 
10K ROM 15. .00 
Custom IC (40 pin) 7. .00 
Connectors & Sockets 5. ,00 
PCB 5. ,00 
Power Supply 15. .00 
Paddles 4. .00 
TTL 5. .00 
Demo Cartridge 5. ,00 
Ship Kit 3. .00 

Total Mat'1 $125. .00 
+1% Burden 1. .35 
Sub Assy 10. .00 
Labor +OH 4, .95 

(CPU Scanned) 

Injection 

65K + 16K 

Wall Xformer 

8 IC's 

(sub contractor) 
($4.25/hr. @ 220% 

Total Mfg. Cost $141.30 

Apple Plug-in Peripherial Cards 

Est. Average Mat'1 
Lab +0H 

$26.26 
7.70 ($7.00/hr @220%) 

Total Mfg. Cost $33.96 

Apple II B Mini Floppy. 

Est. Average Mat'l 
Labor +OH 

$101.00 
15.40 

(sub assy) 
($7.00/hr. @220) 

Total $116.40 
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FINANCIAL PLAN 



APPLE COMPUTER 

BALANCE SHEET 

September Pro Forma 

Assets 

Current Assets 
Cash 20916 
Accounts Receivable 170877 
Accounts Receivable other 1406 
Inventories 
Deposits 

Total Current Assets 

170731 
2394 

366324 

Fixed Assets 
Equipment 
Depr. 

Net Fixed Assets 

Other Assets 

Total Assets 

49451 
6000 

43451 

1605 
411380 

Liabilities 
Accounts Payable 
Customer Deposit 
B of A Loan 
Accrued Wages & Exp. 
Sales Tax Payable 

Total Liability 

Equity & Retained Earnings 
Equity 
R/E 
Total Equity 

159359 
4290 

150000 
41919 
1300 

5630 
48882 

356868 

54512 

Total Liabilities and Equity 411380 
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Apple 

Business Practicum: 
Apple Account Penetration 
Strategies 



Account Penetration Strategies 
How should your selling strategy be changed when 

approaching a large company? How do you determine 
its needs? How can you turn apparent obstacles to 
your advantage? And how do you multiply your return 
once you've closed the initial sale? 

Apple Account Penetration Strategies teaches 
both novice and experienced salespeople how to 
develop major business accounts. In addition to written 
and audio study materials, participants work extensive­
ly with videotape equipment as they role-play sales 
situations. The case studies used in APS are based on 
actual Apple sales histories. 

The APS workshop provides first-hand experience 
with the entire major account selling cycle. Its ten 
modules are: 

Prospecting. Identifying the most appropriate 
markets, companies, and prospects for Apple pro­
ducts. Finding the best sources of information on pro­
spective accounts, and developing the most effective 
methods of contacting them. Prioritizing potential 
accounts. 

Qualifying. Determining which companies repre­
sent the best potential for rapid closing and a high 
return on your effort. 

Strategizing. Setting up an efficient cycle of sales 
activities to close a qualified account. Developing an 
account plan which involves key individuals in key ac­
tivities, and anticipates obstacles and competition. 

Organizing. Managing resources, time, and effort 
to maximize effectiveness. Balancing current and long-
range efforts. Identifying, prioritizing, and accom­
plishing key activities. 

Establishing. Demonstrating how the dealership, 
Apple, and Apple products meet the prospect's needs. 
Securing the time and interest of key individuals in the 
prospective company. 

Surveying. Uncovering the specific problems and 
needs of the prospect that must be addressed in 
presenting a solution. 

Offering Solutions. Illustrating - with demonstra­
tions and presentations — how your products and ser­
vices will meet the prospect's needs. Using evidence 
of prior success to support the suggested solution. 

Overcoming Obstacles. Identifying and removing 
barriers such as financing, fear of change, competition, 
and internal politics. Using these "obstacles" to close 
the sale. 

Closing. Making and executing plans for closing 
the sale as quickly as possible. Reconfirming the pur­
chase commitment with key individuals, and making 
effective use of proposals. 

Implementing. Insuring that the proposed results 
are delivered. Managing the computer installation so 
that additional sales are secured. 

Apple Account Penetration Strategies 
3 Days 
$350. (US) 

APS/Monitoring Skills 
Once salespeople have acquired knowledge and 

skills, the next major concern is to direct and manage 
their efforts. Are they talking with the right people in 
their accounts? Are they able to sell the desired 
volumes in the planned time frame? Are their skills up to 
the required level? Do they really understand the pro­
ducts and how to demonstrate them? The effective 
sales manager must be able to answer these questions 
to eliminate any problems. 

Designed primarily for managers of Outside Sales 
staffs, the APS/Monitoring Skills workshop is never­
theless very useful for any store manager. As with 
APS, it makes intensive use of role-playing sessions. 

The segments of APS/Monitoring Skills are: 
Defining the Sales Manager's Role. Exploring the 

manager's tasks and responsibilities. Determining the 
proper roles of manager and salesperson in selling to 
major accounts. 

Evaluating Performance. Achieving top perfor­
mance levels from the sales staff by setting standards 
and ensuring that those standards are being met. 

Improving Individual Performance. Utilizing 
coaching and counseling sessions to help salespeople 
achieve their highest potentials. 

Improving Group Performance. Organizing, 
motivating, and training the sales staff through group 
meetings and activities. 

Team Building. Improving the efficiency and effec­
tiveness of the sales team through planning, goal-
setting, and effective use of resources. Recruiting ap­
propriate staff members. Team operations as they 
relate to National Accounts will receive special 
attention. 

APS/Monitoring Skills 
1V2 Days 
$250. (US) 

APS/Reinforcement Skills 
Each of the ten modules of this seminar focuses in-

depth on one of the subject areas of the basic Account 
Penetration Strategies workshop. Since APS/Rein­
forcement Skills is designed to be taught in-store by 
the sales manager, the manager must first complete 
APS and APS/Monitoring Skills. 

APS/Reinforcement Skills is taught from a 
workbook; no audio or video equipment is required. 
Each module takes about 1 % hours to complete. This 
makes the series perfect for use as an on-going staff 
development program at sales meetings. Or, managers 
may work on a module with one salesperson having 
trouble with a specific current account. The subjects 
covered in APS/Reinforcement Skills are described 
under Account Penetration Strategies. 

APS/Reinforcement Skills 
1V2 Hours per module 
$140. (US) 

The Next Move is Yours... 
Openings for all Apple APS programs will fill quick­

ly, so now is the time to get started. Your Apple Sales 
Representative can give you all the details, including 
locations and dates of the workshops. Move into the 
corporate world with Apple — and Apple Account 
Penetration Strategies. 



Personal computers are moving rapidly into the 
corporate world once dominated by mainframes and 
minis. Is your store moving with them? 

Major account selling demands new skills of Apple 
salespeople - and managers. These skills are taught 
in a series of three workshops from the Apple Business 
Practicum which focus on the needs of National Ac­
count Support Dealers, but will be of value to any 
dealership seeking major business accounts. 

Apple Account Penetration Strategies - for Out­
side Sales representatives and their managers - leads 
participants step-by-step through the major account 
selling process. 

APS/Monitoring Skills - designed for Outside 
Sales managers, but valuable for any store manager -
teaches how to supervise the sales staff for maximum 
effectiveness. 

APS/Reinforcement Skills provides concentrated 
practice in specific areas of APS. It is conducted in-
store by the sales manager. 

Participants in Apple APS will receive pre-study 
materials approximately two weeks before the 
workshop. This APS/Probing Skills workbook is a self-
paced course which all APS enrollees should complete 
before the program begins. Since APS is an extension 
of Apple Customer Oriented Retailing, COR is a prere­
quisite for the APS series. 
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APPLE COMPUTER 
(AAPL - OTC) 

Price/Earnings 
1981E 1982E 

44.1 23.1 

Common Stock: 54.6-million shares outstanding 
Fiscal year ends September 30 

Recent 52-Week Earnings Per Share 
Price Price Range Div Yield 198OA 1981E 1982E 

30 38 - 22 — — $0.24 $0.68 $1.30 

SUMMARY AND INVESTMENT CONCLUSION 

Apple is one of the leaders in the so-called "personal computer" market 
— an area of burgeoning sales and earnings growth, in our view. In the 
Company's three-and-a-half-year existence, youthful management has 
demonstrated innovativeness and a degree of maturity not often found in 
quite well-established, medium-sized technology companies. We are 
confident that, with its product excellence (hardware and software) and 
strengthened distribution channels, Apple will be able to hold, if not 
expand, its present share (approximately 20%) of the rapidly developing, 
intensely competitive personal computer market, as measured in units 
shipped annually. In effect, this market's potential is so big — 
millions of units worth billions of dollars each year — that even the 
participation of such powerhouses as IBM, Hewlett-Packard, and Texas 
Instruments is unlikely to impair Apple's continued, profitable high 
growth. 

Of course, as in any equity investment, there are risks: the advent of 
Japanese hardware might force United States vendors to shift their 
emphasis from hardware to software revenues; the commodity nature of the 
product itself could tempt some competitors to "buy" their way into the 
market through price cutting, thereby pressuring Apple's relatively high 
operating margins; the fact that Apple's operations are not integrated 
leaves the Company somewhat vulnerable to its dealers and suppliers; and 
top-executive defections are always a possibility in emerging growth 
companies. We think management is conscious of all these risks and is 
planning to reduce the Company's exposure wherever and whenever possible. 
In any case, we believe the consequences of these eventualities are 
containable, provided Apple's management maintains solid momentum in 
innovative product development (hardware and software) and adequate 
control over its distribution system. We note that, in accordance with 
the initial public offering, a significant number of presently restricted 
shares may be offered for sale in the public market, beginning March 12, 
1981 (see the attached Prospectus, pages 5 and 6). 

For the next couple of years, Apple's sales should continue to expand in 
excess of 100% a year — an unsustainable longer term rate. Beyond 
fiscal 1983, the Company's growth is likely to settle down to about the 
40% to 45% rate of the industry as a whole. Pretax margins may come 
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under some pressure but should hold at close to 20% a year, even when 
IBM and others enter the market. 

Still, Apple Computer will probably crack the $l-billion sales barrier 
in fiscal 1983, only six years after its founding —- ample evidence of 
the Company's vitality and the vigor of the market it serves. Thus, 
while Apple stock's present multiple of earnings is high by any rational 
standard, the indicated growth potential warrants our continued enthu­
siasm. We recommend purchase of the shares for long-term capital appre­
ciation . 

THE PERSONAL COMPUTER MARKET -- ITS SIZE AND STRUCTURE 

Personal computers are small, easy-to-use, "desk-top" electronic data-
processing machines. Via appropriate software packages, these systems 
are customized to serve the needs of very small businesses, a variety 
of professional workers (e.g., financial analysts, engineers, accoun­
tants, planners, farmers, and educators), and the curious or sophisti­
cated middle- and upper-income individual at home or in the office. 
While the lines are blurring, the U.S. market for personal computers 
has been divided into three segments: 

(1) The 5.3-million very small businesses -- those with 
fewer than 10 employees (for details by industry see 
Table 1) -- of which only approximately 3% have acquired 
their own computers: Quite a number of these enter­
prises employ outside service bureaus to prepare their 
payrolls and to handle their order entry/billing, inven­
tory control, and accounts receivable. (Almost 70% of 
the businesses with approximately 200 workers already 
have in-house systems.) Until recently, most very small 
businesses -- and many of the 740,000 concerns with 10 
to 250 employees (see Table 1) have not contemplated 
using in-house computers, because the cost of the avail­
able equipment was relatively high (more than $15,000, 
on a purchase basis, for hardware alone) and the systems, 
such as the IBM 512 0, were not easy to use. The advent 
of true personal computers, like those offered by Apple, 
Commodore International Ltd., and Radio Shack (a divi­
sion of Tandy), plus the development of appropriate, rea­
sonably priced software packages have changed the econom­
ics of the market dramatically. Today, the owner of a 
very small business can purchase a desk-top computer for 
$4,000 to $5,000 (including easy-to-use software support). 
For larger (but still "small") businesses, personal com­
puter systems retailing for $7,000 to $9,000 are being 
introduced (e.g., Apple III). Of course, the traditional 
vendors of small, general-purpose business computers 
(such as Basic Four, Burroughs, Data General, Digital 
Equipment, NCR, and even IBM) will have the unpleasant 
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experience of encroachment from below. These companies 
may have to adjust their prices, although the fact that 
they provide on-site support and maintenance limits their 
exposure. 

Table 1 

Number of Small and Very Small Enterprises, By Industry 
(Thousand Units) 

Very 
Small(a) Small(b) Total 

Manufacturing 106 152 258 
Distribution 270 1,901 2,171 
Banks 33 8 41 
Insurance 7 148 155 
Health Care 30 327 357 
Professional Business Services 17 449 465 
Government, Transportation, 

Utilities and Education 69 4 73 

All Other 206 2,319 2,525 

Total 737 5,308 6,045 

(a) Typically Between 10 and 250 Employees 
(b) Less than 10" Employees 

Source: Quantum Science Corporation 

Components may not add to totals because of rounding. 

(2) The approximately 20-million professionals and middle 
managers (including 2.5-million self-employed people, 
frequently working out of their homes): Obviously, 
not every one of these "knowledge workers" needs the 
capabilities, or can justify the cost, of a personal 
computer. Probably, the majority can be adequately 
served by a $2,000 (often dumb) terminal, connected 
via a local network (coaxial cable or telephone lines) 
to a shared host computer that provides access to large 
data bases. Still, several million of these professionals, 
managers, and other knowledge workers can greatly improve 
their on-the-job performance by having their own dedi­
cated personal computer (often at home) or at least by 
sharing a unit with one or two neighboring associates in 
the office. (See Table 2 for an illustration of possi­
ble knowledge worker productivity gains.) The day is 
not far off, in our view, when enlightened large corpo­
rations will order personal computers by the hundred, 
if not thousand, to enhance the output of their profes­
sional staff. Managements will take this step, even 
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though the personal computers — just like typewriters, 
telephones, -and copiers — may be "idle" for a signifi­
cant percentage of each working day. 

Table 2 

Knowledge Worker^ in Selected Categories — 197B 

Managerial (incl. Farm) 
Professional/Technical 

Knowledge Workers 

Total Number 
in Census 
(Thousands) 

11,582 
14,245 
25,827 

Number (a) 
(Thousands) 

11,582 
9,691 
21,273 

Average 1979 

Annual Compensation 

(Incl. Supplements) 

$21,770 

$19,320 

(a) Excluding subcategories not significantly susceptible to productivity enhance­
ments from the use of desktop computers 

Source: Statistical Abstract of the United States, 1979 

Cost/Benefit Analysis — 1980 Prices 

(1) 
(2) 
(3) 
(4) 
(5) 
(6) 
(7) 

Annual Compensation (incl. supplemental) 
Share of Time Subject to Automation 
Affected Compensation (1 X 2) 
Performance Improvement 
Productivity Gain (3 X 4) 
Annual Equipment Cost* 
Annual Cost/Benefit (5-6) 

Knowledge 
Workers 

$20,000 
70% 

$14,000 
100% 

$14,000 
$ 4,200 
$ 9,800 

desktop computer 

Sources: 
Estimates311 °f Statistics' Morgan Stanley Research 

(3) The consumer iricirket» nnnrnr i cA j . 
Saddle-income (and up) sf,n, el °fu ,  

segment consists of people u.inn J f hlS huge 

a variety of personal actJvi?iSI ^ 3hOIRe f°r 
banking, income tax analysis i insurance, 
education and tutorina Lh ^ estate planning, self-

Except for the hobbyist submarWenthflJlng *nd retrieva1' 
ready close to saturation which probably is al-
penetrated successfully uAtil deX9?ent 13 unlikely to be 
functional as Apple II can J desk~boP units, nearly as 
than $1,000 per unit (inoi ^ merchandized for no more 

per unit (including suitable software). When 
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that day comes, as it inevitably will, the worldwide "con­
sumer" market will absorb many millions of such low-priced 
units. Until about 1983, however, we expect this to be 
the least vigorous of the three segments discussed here. 

As far as actual market penetration is concerned, the curtain has 
barely gone up. According to the International Data Corporation (IDC), 
worldwide shipments in 1984 should reach one-and-a-half million units, 
worth almost $7-biilion on an "if-sold" basis, compared with just under 
half-a-million units shipped in 1980, valued at close to $2-billion 
(see Table 3 for details of the IDC forecast). If, as we expect, Apple 
holds, if not improves, its present market share of about 20%, by 1984, 
the Company will operate at close to a $1.5-billion revenue rate com­
pared with sales of $118-million reported in fiscal 1980. Other studies 
(e.g., those of Creative Strategies, A. D. Little, Input, and Quantum 
Science) are equally bullish on the prospects for personal computers. 
Generally, such forecasts support 40% to 45% trendline growth in ship­
ments, valued as "if-sold" (i.e., on the basis of rising average sys­
tems prices to reflect a tilt in the mix toward higher function machines 
and richer configurations) . To put it another way, we expect no signif­
icant unit-price erosion, except temporary declines. For, while the 
cost of semiconductors and related components continues to fall, that 
of certain other items, such as the power supply, frame, assembly, and 
testing, is increasing. We believe that most users will be content to 
pay a relatively constant unit price for the hardware in return for 
some incremental functionality (including more and better support 
systems). 

Table 3 

The Personal Computer Market 

Key Characteristics By Major Segment in U.S. 

Shipments Growth 
(Thousand Units) Rate Percent Installed Average 
1979 1984E Change Base - 1984 Price(a] 

(Units) 

Business/Professional 88 507 42% 55% $ 4,500 

Home/Hobbyist 70 207 24 27 1,500 
Scientific 23 87 30 11 12,550 

Education 19 48 20 7 2,000 
Total U.S. 200 848 33 100% 4,412 

Total Worldwide 298 1,519 39 N/A 4,510 

(a) Average systems price is not expected to change noticeably over the five year 
span 

N/A = Not Available 
Source: International Data Corporation 
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THE APPLE PRODUCT LINE 

Currently, Apple markets two systems: the Apple II and the recently 
introduced Apple III. (In 1977, its first year of operation, the 
Company shipped approximately 200 units of Apple I, but this initial 
model was quickly discontinued.) The Apple II entered the market in 
1978, but sales really took off in fiscal 1979, thanks to the Company's 
pioneering introduction of the floppy-disk subsystem. Up to then, the 
Apple II, with an optional, attached tape cassette device, was best 
suited for the hobbyist and entertainment markets and could not compete 
effectively in the very small business or the professional/knowledge 
workers markets. The latter two applications require random access to 
data storage and retrieval, not available with the slow, serial tape 
cassette devices. Such capability is, however, offered by today's fast 
and large-capacity (up to one megabyte) floppy disks. Accordingly, 
Apple II shipments in fiscal 1979 quadrupled from those of the prior 
year. Through October 31, 1980, the Company sold approximately 135,000 
Apple II units, at an average value (to Apple) of approximately $1,500. 
The suggested retail price of the Apple II system ranges from just 
under $2,000 to more than $5,000, depending on configuration (i.e., 
memory size, number of floppy-disk subsystems, and optional printer 
attachment). Currently, Apple II units are being shipped at a rate of 
approximately 12,000 per month. The ratio of floppy-disk subsystems 
per processor shipped is approximately 1.4, i.e., users increasingly 
require multiple disk drives to enhance the throughput performance and 
versatility of the system. 

Despite the recent introduction of the Apple III, a higher priced sys­
tem with superior functionality to that of Apple II, we expect that the 
latter unit will continue to enjoy strong market acceptance. To ensure 
Apple II's continued viability, the Company is likely to offer a 
number of software and hardware improvements (e.g., an 80-column dis­
play) which will open up applications previously not well served by 
this product, e.g., word processing. Still, beyond the current fiscal 
year, the monthly shipment rate of Apple II is likely to plateau at 
15,000 units per month. 

The Apple III, an upward compatible, substantially improved system is 
priced at retail from $4 , 300 to $7,800, again depending on configuration. 
This latest product is clearly intended for the sophisticated professional 
and for small business applications (including word processing) . In fact, 
Apple III is likely to be the vehicle with which the Company enters, in 
full force, the very small and small business market segments where 
Apple's presence has been quite limited. So far, software support for 
Apple III is somewhat scant. But the Company is busily developing in-
house a significant number of business application packages which will 
be announced over the next 12 to 18 months. 

The key differences between Apple III and Apple II are: the greater 
columnar width of the display screen (80 characters on Apple III versus 
40 on Apple II); the large RAM memory (128K bytes versus 48K bytes); 
extra options for attaching peripherals; and a more compact design 
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(i.e., a built-in disk drive as well as circuitry to install up to three 
additional external disk drives). The Company's ambitious delivery 
schedule for Apple III had to be delayed (as is not unusual in this 
industry) because of printed circuit board problems, but the new unit 
is now being shipped to dealers, with volume consignments slated to be 
underway next month. 

Despite the current slow start-up, subject only to market demand, Apple 
should be able to ship approximately 25,000 Apple III systems in fiscal 
1981; the following year, a rate of 9, 00 0 Apples per month ought to be 
sustainable at an average sales value (to Apple) of $2,600 to $2,800 
per unit. 

Within 12 to 18 months, the Company may announce a new, larger system 
(probably with some designation other than Apple IV) , which we expect 
to incorporate advanced features (including a hard disk drive with a 10 
to 20 megabyte storage capacity) and broadened software support for 
ultra-easy use in the very small and small business segments. In other 
words, by fiscal 1983, Apple could begin to encroach upon the lower end 
of the product range offered today by the traditional, small business 
data processing vendors. 

Longer term, Apple management would like also to address the mass con­
sumer market for home computers. Two conditions are necessary, however, 
for the Company to realize this ambition: (1) Unit prices of a func­
tionally meaningful machine will have to be no more than $1, 000, i.e., 
costs of semiconductor components, microprocessors and perip era s (es 
pecially printers) must come down considerably while hardware failure 
rates will need to be even lower than at present; (2) A wide variety of 
easy-to-use, solution-oriented software packages will have to e ^ 
available at relatively low prices. We doubt that this nirvana WJ-
reached much before 1985. However, we understand that, in 1981, Radio 
Shack will enter in force this low-end segment of the personal compute 
market with the objective of gaining virtual control before other com 
petitors (including the Japanese) are ready. 

DESIGN AND MANUFACTURING ~~ HARDWARE AND SOFTWARE 

As far as the hardware is concerned, there is little proprietary^-
tent in what, essentially, has to be an o . ' determine the 
quasi-commodity product. Accordingly, simple economics determ 
"make versus buy" decision, and Apple has opted for buy in ™st 
cases. Specifically, the Company procure:s the * subassemblies 
that make up its systems from several ou si e nrocrietarv elec-
tube from sSnyo; tL basic disk <'SVan^he^ 
tronics) from Seagate (formerly Shugart; 
microprocessor from Synertek. 

in other words, Apple's manufacturing^"tio^consist^of^automated 

assembling and testing of Apple California and Texas) or at the 
the company's four U.S. locations ^Advance notice, supplier 
new Irish facility in County Cork. auuje 
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agreements allow Apple to assemble, in relatively short order, any rea­
sonable range of quantities, be they of Apple II or of Apple III; thus, 
the Company's production is truly market-driven. Market demand, in 
turn, is a function of user acceptance of the Apple hardware (design, 
human factors, functionality) and, above all, of the availability of 
suitable software packages (operating systems, languages, and appli­
cations) . In fact, vendor-developed application software is likely to 
become the key to product differentiation (if well planned and executed) 
and a prerequisite to longer term marketing success. We believe Apple's 
management understands this fundamental point and is setting its busi­
ness priorities accordingly. 

Systems software currently provided by the Company is easy to use, 
thanks to a complete set of accompanying documentation and simple-to-
understand manuals. Apple's own applications software is still some­
what limited but is being increasingly augmented by packages from 
independent software houses (e.g., Visicalc from Software Arts Inc.). 
The Company already offers several utility packages, such as Apple Post 
and Apple Writer, and is in the process of developing a substantial 
number of business application packages for the Apple III. As for 
languages (the means whereby users can create their own programs if 
they are so inclined), Apple supports BASIC, FORTRAN, PASCAL, and PILOT 
(the latter is a language for computer-aided instructions). Thus, the 
Company is well on its way to providing a diversified menu of support­
ing software to permit a wide variety of professional and business 
users to apply Apple systems productively and cost effectively. 

DISTRIBUTION CHANNELS 

Apple markets its systems in North America through approximately 750 
independent retail outlets and overseas through 20 independent foreign 
distributors, who, in turn, resell the machines to approximately 1,000 
retail dealers. In the U.S., the retail stores are supervised and ser­
viced by four Apple-owned regional support centers (with a further 
three to be added in 1981, including one in Canada) , while the European 
retail outlets are served by a regional organization located in Holland. 
In addition to their supervisory and service functions, the centers 
provide dealer training, warehousing, marketing, and distribution. 
During fiscal 1980, foreign sales of Apple's products (including 
Canadian shipments) were 25% of total bookings, a percentage which the 
Company expects to increase noticeably over the next several years as 
the new, restructured Western European operation, headed by Thomas J. 
Lawrence (previously associated with Intel), gets going. 

Besides its individual dealers, in the U.S. Apple has marketing arrange­
ments with four independent retail chains, the largest of which is Com­
puterLand (118 franchised outlets). In fiscal 1980, ComputerLand ac­
counted for approximately 14% of the Company's total sales. Apple sells 
to its dealers at a 34% to 35% discount from suggested list price (with 
a larger reduction on peripherals and add-on gear). However, dealers, 
on their own authority, may discount in response to conditions in their 
local markets. 
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Most other personal computer vendors — including Ohio Scientific (a 
division of M/A-Com) , Commodore International, and Cado — also use dis­
tributors and retail dealers to avoid the cost of creating their own 
sales and service infrastructures. (At this early stage in the develop­
ment of the personal computer market, such a distribution system is 
cost-effective and quite satisfactory.) Radio Shack, however, markets 
its line of personal computers through a base of 100 company-owned 
computer stores and 112 special departments in the Radio Shack elec­
tronics centers. 

Apple's present distribution system is bound to be modified as the mar­
ket broadens, competition intensifies, and new, more complex applications 
(as well as higher priced machines) are developed. Already, Apple is 
dealing directly with a large original equipment manufacturer (Bell & 
Howell) and more such OEM arrangements are likely in the future. Quite 
soon, we expect that Apple will establish a relatively small, national 
accounts sales force to deal directly with the Fortune 500 companies 
that may place volume orders via their corporate purchasing departments, 
with drop shipments to be made at dispersed geographical locations. 
Other innovative marketing approaches are likely, including the estab­
lishment of a few, Apple-owned retail stores in certain major metro­
politan areas. And, to penetrate successfully the important small busi­
ness market as well as distributed dataprocessing applications in larger 
companies, Apple probably will have to provide optional, separately 
priced, on-site maintenance — initially, a costly undertaking. 

Clearly, in a market which is not supply-constrained and where the 
hardware (if not the software) is a quasi-commodity product, cost-
effective distribution is probably the real key to success. Apple 
management knows this too. Having created an ultra-efficient manufac­
turing operation, which can be tuned quickly to increase unit output in 
response to demand, Apple must be, and, we expect, will be, just as 
innovative in developing appropriate distribution channels. 

COMPETITION 

A market potentially as big, and developing as rapidly, as the personal 
computer segment is bound to attract competition from all sides. (For 
a product and feature/price comparison of the Big Three suppliers to 
this market see Table 4. ) 

Moving from the top down, IBM has indicated its determination to par­
ticipate in the personal computer market. The Company's recently an 
bounced opening of office product retail stores in Philadelphia and 

Baltimore (following the opening of seven such outlets m Europe and 
South America) is evidence of IBM's intentions. We expect an IBM per 
s°nal computer announcement by this fall. 
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Xerox is in the process of inaugurating a group of retail stores. Al­
though this corporation now distributes the Apple units, there may come 
a  time when Xerox will market its own personal computer, obtained pos­
sibly via an acquisition. Control Data, also, is establishing a chain 
of company-owned retail outlets and has reached an OEM agreement with 
Ohio Scientific. Nippon Electric (the major Japanese telecommunica­
tions/computer vendor) demonstrated an attractive personal computer 
system at the National Joint Computer Conference held last May in Ana­
heim, California. As everyone should know by now, the Japanese excel 
in  packaging small, compact electronic subsystems, and have the know-
how to manufacture standard black boxes (such as personal computers) in 
huge volume at very low costs. Xerox's experience with the Ricoh-
manufactured, small plain-paper copiers indicates what the Japanese are 
capable of when they set their mind to it. Another example is Sony's 
recent announcement of a 3Js-inch microfloppy diskette compared with the 
5^-inch minifloppy U.S. standard. Microminiaturization, to allow small 
packaging, is important in developing appealing, consumer-oriented per­
sonal computers (and word processing units) , and the Japanese excel in 
this skill. 

In addition to the big boys (including Texas Instruments, Wang, and 
Hewlett-Packard), a host of smaller, specialized competitors are anxious 
to grab a piece of the pie, e.g., Cado, Convergent Technology, Cromemco, 
North Star Computers, and Vectorgraphics. 

We have no intenion of enumerating all the other possible competitors, 
some of which may be quite large companies. Suffice it to say that the 
personal computer market has such vast potential that it can support 
additional, large and small participants without injury to any incum 
bent, provided that his products are good (quality and reliabi x yj , ̂  
his software is broad and easy to use (systems, languages, and appli-
cations), and his field service is beyond reproach. 

In fact, at this early stage in the development of the market, Apple 
will probably benefit from the entry of responsible competitors, such 
as Hewlett-Packard and IBM. Clearly, Apple does n°t  have the resource^ 
to develop this huge market to its full potential, a one Tnt-pr-
bination with the other major participants, namely, Commodore 
national and Radio Shack. In an inflationary environment, with wages 
and salaries rising at a rate of approximately 10-s a . an be 
Prices can be held at current levels only if distrib^°^° • Sat! 
^pt from escalating. To hold down the latter expense q gn tQ 
through better preconditioning (quasi-preselling) , hours 
sell" a serious prospect must be cut from the pres*ant 3 to.5 hours. 

Thus, rather than fearing competition, Apple almost ^Icome^ pessary 
responsible competitors with strong resources ^an reduce the 
training and education of prospects which, in tur ' 
Sales costs for Apple and everyone else in the indu y. 

ifliCe costs must not become an inhibiting ^^he^thJi^epair7-
13 the best way to ensure that they do not. Replace rather tna 
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the procedure followed at Apple's retail stores -- is a critical ele­
ment in the Company's service strategy, although it requires adequate 
stocking of spare parts at each store. Where appropriate, the actual 
repair of failed modules is done at the regional support facilities. 
As the population of installed computers reaches the millions, even 
this type of repair service — since it relies on people, and trained 
people at that -- may become intolerable from a cost and staffing point 
of view. On the other hand, personal computers carrying a price tag of 
several thousand dollars are not likely to become "throw-away items" as 
have the limited-function, hand-held electronic calculators. 

We expect, therefore, that the personal computer vendors, including 
Apple, eventually will pursue a strategy of replace rather than repair 
at all levels of the distribution hierarchy. In effect, it will be 
cheaper to produce a new module, which is functionally up to date and 
contains the latest engineering changes, than to fix and upgrade a 
returned module. Only in this way will the world information process­
ing industry avoid the overwhelming problem of finding enough techni­
cians to service the future millions of installed personal computers, 
word processing systems, and intelligent terminals. The dilemma re­
sembles that once facing the telephone industry, prior to the advent of 
automatic dialing. At that time, it was feared that an inadequate 
supply of switchboard operators would restrain the spread of telephone 
service to the four corners of the U.S., thus depriving whole segments 
of the population of the benefits of telephony. 

BUSINESS AND FINANCIAL PROSPECTS 

Our revenue and earnings projections for fiscal 1981 and 1982, compared 
with the three prior fiscal years, are shown in Table 5. Our forecast 
implies almost a tripling in growth of net sales in the current fiscal 
year and assumes a further doubling in fiscal 1982. The previously 
discussed, continuing high rate of Apple II deliveries and the attain­
ment of almost double-digit monthly production rates on the new Apple 
III, which is just now beginning to be shipped, explains this sales 
buildup. We have also provided for revenue from add-ons to the exist­
ing installed base of Apple lis and Ills, i.e., in both fiscal 1981 
and 1982, we have added 10% of the prior year's revenue to represent 
the value of another disk drive, more memory, or some other separately 
priced equipment feature. Finally, we have included an increment of 
5 o of hardware net sales to represent additional revenue from software 
packages and service fees. Interestingly, according to our revenue 
model, fiscal 1982 revenues from Apple III come close to matching 
expected sales of Apple II. Certainly in fiscal 1983, Apple III 
revenues should substantially exceed those from Apple II. 

In fiscal 1980, gross margins should have been better than the prior 
S level of dose to 43%, in view of the much higher volumes. 

That they were not is largely because of (1) the repurchase of inven­
tories held by the former international master distributor (Eurapple) 
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and certain U.S. distributors (whose distribution rights Apple acquired 
or terminated during fiscal 1980) and (2) costs incurred in conjunction 
with the start-up of manufacturing in Dallas and Ireland. In fiscal 
1981 and 1982, we expect gross margins to improve, as the design prob­
lems that delayed shipment of the Apple III are overcome and as mass 
production of that system provides economies of scale and learning 
curve benefits. 

TABLE 5 

APPLE COMPUTER 

INCOME STATEMENT 1978 - 1982* 

($ MILLIONS EXCEPT EPS) 

NET SALES 
INTEREST INCOME 
REVENUE 

COST OF GOODS SOLD 
RESEARCH AND DEVELOPMENT 
MARKETING 
GENERAL AND ADMINISTRATIVE 
INTEREST 
TOTAL COST 

PRETAX INCOME 
NET INCOME 

EPS 

AVERAGE SHARES 

TAX RATE 

7.9 
0 

7.9 

3.9 
.6 
1.3 
.5 
0 

6.3 

1 . 6  
0.82 

0.03 

31.5 

48.7 

27.5 
3.6 

10.1 
5.07 

0 .12  

43.6 

49.8 

117.1 
.8 

117.9 

67.3 
7.3 

12 .1  

24.2 
11.71 

6.5 
331.5 

20.5 
34 

74.7 
37.35 

0.68 

54.6 

PERCENTAGE CHANGE 

1982E FY79/78 FY80/79 FY81/80 FY82/81 

647 
3.5 

650.5 

506.33 

507.59 

345 605.13 
41 500.00 
70 215.38 
51 420.00 
.5 

507.5 501.59 

143 
71.5 

1.29 

55.5 

50 

531.25 
517.71 

346.28 

38.41 

2.26 

144.47 
700.00 
145.63 

144.73 
102.78 
195.12 
161.54 
100.00 
147.23 

139.60 
131.01 

108.10 

11.01 

3.61 

177.54 
712.50 
181.17 

165.97 
180.82 
180.99 
238.24 
50.00 
174.07 

208.68 
218.88 

182.67 

12.81 

-3.10 

99.08 
-46.15 
96.23 

92.74 
100.00 
105.88 
121.74 
66.67 
97.62 

91.43 
91.43 

1.65 

0.00 

PERCENT REVENUE ANALYSIS 

COST OF GOODS SOLD 49.37 57.41 
RESEARCH AND DEVELOPMENT 7.59 7.50 
MARKETING 16.46 8.54 
GENERAL AND ADMINISTRATIVE 0.06 0.05 
INTEREST 0 °*21 

PRETAX 20.25 21.04 

NET INCOME 10.39 10.56 

* FISCAL YEAR ENDS SEPTEMBER 

E - MORGAN STANLEY RESEARCH ESTIMATES 

57.47 
6.19 

10.26 
0.06 
0.17 

20.53 

55.08 
6.18 

10.26 
0.07 
0.09 

22.53 

11.27 

53.32 
6.30 
10.76 
0.08 
0.08 

21.98 

We are holding our estimate of R&D expenditures at slightly over 6ts of 
revenues in both fiscal years, although the Company would like to 
spend more on this activity, particularly on software development. 
The scarcity of experienced programmers, however, appears to preclude 
higher expenditures than we have projected. We expect marketing costs 
as a percent of revenue to increase over time, if, as we expect, Apple 
establishes small, national-account and dedicated-OEM sales forces and 
opens a number of company-owned retail stores in selected major metro 
politan areas. 
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We assume general and administrative expenses, again as a percent of 
revenue, will increase, reflecting the fact of life that, as the 
Company moves toward the billion-dollar sales target, administrative 
overhead will almost inevitably become more of a burden. 

In view of Apple's virtually debt-free balance sheet and management's 
intention to keep it that way, at least for the time being, interest 
expense should remain negligible throughout the period. Our projections 
result in a pretax margin gain in fiscal 1981 to 22.5% from the prior 
year's "depressed" level of 20.5%. 

In fiscal 1982, we expect a further, albeit modest, improvement in the 
gross margin but are postulating a higher relative level of SG&A ex­
penditures. The combined effect of these projections is a moderate 
margin decline to 22%. Our fiscal 1982 forecast assumes continued 
strong demand for personal computers and intensified competition from 
a number of major new participants, including IBM, Texas Instruments, 
and one or two Japanese vendors. In response, Apple may have to spend 
substantial funds to broaden its software offerings and strengthen its 
distribution system, by, among other things, establishing additional 
regional support centers. The Company may also have to make price 
concessions on the by-then-maturing Apple II. Longer term, we believe 
it will be difficult for the Company to maintain pretax margins above 
20%. 

With the personal computer market still in its infancy, forecasting 
orders beyond fiscal 1982 is a risky art. Unless demand continues on 
its strong upward course without interruptions, the entries of new, 
financially strong competitors will prove unsettling for some — at 
least temporarily. Still, in fiscal 1982 compared with fiscal 1981, 
if all goes well (although it rarely does for long) the now-well-
established Apple Computer should, and we expect will, almost double 
its revenues and net income. In other words, if market demand continues 
to mushroom in fiscal 1982, as we expect, Apple should earn $1.30 per 
share compared with our $0.68 per share estimate for fiscal 1981. 

In fiscal 1983 and beyond, as the Company reaches and moves past the 
billion-dollar revenue mark, Apple's trendline revenue growth should 
slow to the personal computer industry's underlying rate of approxi­
mately 40% to 45% a year. Apple's earnings trend will be a function 
of revenue growth as well as of changes in its cost structure and tax 
rate. We are assuming further pressure on marketing costs, as world­
wide competition continues to intensify and as R&D expenditures esca­
late in this dynamic, software-driven subindustry. Apple's effective 
tax rate, however, should drop a few percentage points, as foreign 
manufacturing in tax havens accounts for a higher proportion of total 
output. Accordingly, we are projecting the Company's earnings trend-
line growth rate at close to 40% a year, beginning in fiscal 1983. 

JNCORPORA^FD^ND OTHFRSAssnVi^TFnw^IP^M^^J^ 
THE PUBUC N0 

REPRESENTATION IS MADE THAT IT IS ACCURATE OR COMPLETE. MORGAN STANLEY & CO. 
ALSO PFRFORM n^FFKT^PFRFORMf^S-M j^t POSITIONS IN. AND MAY EFFECT TRANSACTIONS IN. SECURITIES OF COMPANIES MENTIONED HEREIN AND MAY 
ALSO PERFORM OR SEEK TO PERFORM INVESTMENT BANKING SERVICES FOR THOSE COMPANIES 



MORGAN STANLEY 

FINANCIAL ANALYSIS 

Apple's balance sheet is clean and likely to stay that way, although, 
a few years down the road, the Company may want to take down some 
long-term debt to improve its rate of return on equity and to take 
advantage of the tax deductibility of interest payments. In fact, a 
convertible bond issue might be of interest, since Apple does not pay 
a dividend and is not likely to do so in the foreseeable future. In 
recent years, companies with similar business and growth characteristics 
have used convertible debt instruments to their advantage. Following 
are a few, selected, key financial ratios: 

1979 1980 1981E 1982E 

2% 27% 1% 1% 

84 52 41 38 

85 66 43 38 

Debt to Capitalization 
Return on Investment 
Return on Equity 

E = Morgan Stanley Research Estimates 

Productivity per employee has improved substantially during the last 
three years, from $135,000 in fiscal 1978 to $176,000 in fiscal_1980. 
Because Apple does not conduct its own field marketing and service, 
revenue per employee is significantly higher than is typica or even 
very efficient, but more vertically integrated, companies, 
of fiscal 1980, the Company's employment roster was as follows: 

Marketing and Sales 198 
Research and Product Development 152 
Manufacturing 558 

G&A 1,105 

As Apple approaches the billion-dollar revenue level, possibly in fis 
cal 1983 head-count will have to increase substantially, unless the 
Company Continues to squeeze 25% annual productIvity improvements out 
Of its employees. This is management s avowed target, but, in what 
will then be a large company, such a goal will be increasingly diffi-
cult to achieve, in our view. 

Our analysis of resources and applications of funds does not indicate 
any need for external financing (other than borrowing in local cu:r 
rencies to pay for expanding foreign operations). Our conclusion is 
, f "u , t-hp nresent very tight control on accounts based on the assumption that tne present veiy , un,^u 
receivable and inventories can, and will be, con mue , . 
this, too, will be difficult to accomplish in a much J^ger business 
with many more customer groups and distribution pom • flow' 
for the last couple of years, Apple has enjoyed positive cash flow 
because of management's ability to: 
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(1) readily obtain needed components and subassemblies for 
any planned level of production; 

(2) speedily manufacture (read: assemble and test) the de­
sired end-products (presently Apple lis, Apple Ills, and 
related peripherals); 

(3) quickly deliver to the regional support centers for re-
shipment to the dealers, as required; 

(4) ride herd on the dealers for full payment within the 
stated 30-day grace period; and 

(5) as far as possible, accomplish the first four steps 
before, itself, having to pay for the inventory obtained. 

This neat system, as long as it works, obviously goes a long way toward 
producing positive cash flow. Apple has developed an excellent manage­
ment information system (using Digital Equipment's DEC 11 Series com­
puters) to control its machine inventory, all the way from production 
to the distributor's warehouse, until the unit is shipped to a designated 
dealer. Outstanding accounts receivable average 40 days — an excellent 
performance in an industry where companies such as Digital Equipment 
show an average of 80 days. 

Inventory turns are high, averaging two times the cost of sales last 
year and nearly three times in fiscal 1979. The lower ratio in fiscal 
1980 resulted from a significant buildup in raw materials, purchased 
parts, and finished goods, reflecting the Apple III production startup 
and the repurchase of distributors' inventories. We expect that, in 
fiscal 1981, the inventory turnover ratio will return to the level 
achieved in fiscal 1979. All in all, as far as its financial controls 
and management are concerned, Apple looks very good. 

LITIGATION AND FCC REGULATION 

The Company faces a couple of problems which could trouble investors. 
First, two of Apple's former U.S. distributors, which the Company ter­
minated, are suing for breach of contract. Management expects no ad­
verse results from these suits, although legal expenses will have to 
be absorbed as long as the litigation continues. 

Second, the FCC is imposing radio frequency emanation standards on com­
puter equipment; these are particularly tough on personal computers. 
Apple is in the process of modifying the Apple II and expects to meet 
the renegotiated deadline (March 31, 1981). Apple III already complies. 
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RISK ASSESSMENT 

We have already highlighted Apple's exposure to probably intensifying 
competition. In addition, investors should recognize the presence of 
risks relating to the nonproprietary, nonintegrated nature of the 
Company's product line as well as to the possibility of executive de­
partures. As far as the product risk is concerned, investors may 
worry about the effect on results should one or two of Apple's major 
suppliers fail to meet their delivery commitments or if any of Apple's 
independent retail chains "pull out." The question naturally arises: 
Must Apple integrate backward and/or forward to protect itself (and 
its investors) and, if so, how quickly? 

As we have already pointed out, we expect some forward integration (a 
few Apple-owned retail stores, for example). We also consider a 
moderate degree of backward integration quite likely, e.g., in-house 
design and manufacture of floppy, and eventually hard, disk-drive 
subsystems. These moves toward more product integration (especially 
on the software side) will reduce the indicated risks but will not 
eliminate them. By way of comparison, Radio Shack has a joint venture 
with Datapoint for the manufacture of floppy disks, and, we believe, 
is likely to extend the scope of its manufacturing agreement. Commodore 
International is substantially backward integrated, including m-house 
fabrication of CMOS chips. 

As to possible executive departures -- this has happened at every one 
of a dozen emerging growth companies we follow, without leaving a per 
manent scar. Self-made, overnight multimillionaires sometimes want 
pursue a different life-style once they have achieved certain basic 
goals. When a company has developed a cadre of qualified successors, 
the voluntary departure of one or another founder has not hurt the 
growth of the business. While we are not aware of any pending top 
executive departure at Apple, we are confident that the Company would 
be able to take such an occurrence in its stride. 

"Plug-Compatible" Product "Klooging" together the various hardware 
components constituting a personal computer is a relatively simp e 
task. Off-the-shelf microprocessors, keyboard/CRT devices, flppy 

disk subsystems and ser .^Sucl/'"standard" hardware 

configurations ca^easily be adapted to run most of the available 
software packages (compilers, utilities, an app ica 

While the independent software vendors (e.gPersonal Software, 
Microsoft and Software Arts) have every incentive to interface their 

products with most popular hardware offerings, software packages 
with the hardware manufacturers. The latter want the o wa e packages 
developed in-house or "under contract to run only on their own hard 
ware even when plug-compatible hardware (at the user interface level) 
exists? Through software licensing and/or_copyrighting these vendors 
seek to restrain "unauthorized" use of their software on others plug 
compatible hardware. But this is a difficult and, at best, an only 
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partially successful undertaking. Thus, the risk inherent in the 
"commodity" nature of the hardware and the easy adaptability of most 
software to different hardware interfaces is not readily overcome. The 
real solution lies in continuous, productive development programs (hard­
ware and software) for products that can be introduced quite quickly 
into the personal computer marketplace. Avenues we expect Apple to 
pursue are networking (the Apple-based Nestar system is one example), 
local clusters of work stations (Apple lis) managed by a more powerful 
host (an Apple III or "IV") which is linked to a data-base et al. 

Finally, vendors will need to have (1) a steady stream of new periph­
erals with associated software support and possibly specialized inter­
faces; (2) a wide variety of new software packages (upward compatible 
with current ones) offering better ease-of-use features and/or entire­
ly new functions; and (3) quality after-sale maintenance services 
(replace-not-repair). Those who can meet these R&D and service/support 
challenges, and we are confident that Apple can, need not fear the 
almost inevitable emergence of the plug-compatible personal computer 
in all its manifestations (i.e., hardware and software). 

Service and Technical Support Any high growth company such as Apple 
— no matter how well-intentioned - finds it difficult, if not impos­
sible, to maintain an infrastructure capable of sustaining the desired 
quality of field service and support. Technical people who can (and 
want to) be trained for this type of skilled work are hard to find 
— certainly in the numbers required. Although Apple (like most other 
computer companies) is developing alternate strategies to reduce the 
labor content in the service and support function, periodic lapses in 
the service levels must be anticipated. Obviously, such occurrences 
often result in unfavorable publicity, even though, upon reflection, 
observers should recognize the virtual inevitability of such presumably 
temporary problems. 

MANAGEMENT 

The strong, experienced management team includes the following key 
executives: 

A.C. Markkula, Jr, Chairman of the board and executive 
vice president 

Steven P. Jobs Vice chairman of the board and vice 
president 

Michael M. Scott President, chief executive officer and 
director 

Carl H. Carlson Executive vice president - operations 
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Albert A. Eisenstat 

Thomas M. Whitney 

Stephen G. Wozniak 

Kenneth R. Zerbe 

Vice president, general counsel and 
secretary 

Executive vice president 

Vice president 

Executive vice president - finance and 
administration 

Mr. Markkula has been a director since March 1977 and has served as 
chairman of the board of directors since May 1977. In addition, he 
served as vice president - marketing from May 1977 through June 1980 
and was promoted to executive vice president in June 1980. From 1971 
to December 1976, he was marketing manager at Intel Corporation, a 
manufacturer of integrated circuits. 

Mr. Jobs, a cofounder of the Company, has served as vice chairman of 
the board since August 1979 and as vice president since May 1977; he 
has been a director since March 1977. Prior to that time, he worked 
as an engineer for two years with Atari, a computer games manufacturer. 

Mr. Scott has served as president since May 1977 and as a director 
since January 1978. From 1972 to January 1977 he was a director of 
manufacturing at National Semiconductor Corporation, a manufacturer of 
integrated circuits and computers. 

Mr. Carlson joined the Company in September 1979 as vice president -
operations and was promoted to executive vice president - operations 
in June 1980. From September 1978 until his employment by the Company 
he was president and a director of Basic Manufacturing, a subsidary of 
BTI Computer Systems, a minicomputer manufacturer. Prior to that time 
he was vice president of Computer Automation, a manufacturer of mini­
computers for approximately three years. 

Mr. Eisenstat joined the Company in July 1980 as vice president and 
general counsel and has also served as secretary of the Company since 
September 1980. From December 1978 to July 1980, he was senior vice 
president of Bradford National, a computer services firm serving the 
banking, securities, and health care industries. From December 1974 
through December 1978, he was vice president and corporate counsel of 
Tymshare, an international computer timesharing and services company. 
In both of these positions, Mr. Eisenstat was responsible for legal 
and administrative duties. 

Dr. Whitney joined the Company in October 1978 as an executive vice 
president. From July 1974 to October 1978, he was engineering manager 
for various divisions of Hewlett-Packard. In this position, he was in 
charge of managing hardware and software products development. 

Mr. Wozniak, a cofounder of the Company, has served as vice president 
since March 1977, was secretary of the Company from March 1977 to 
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September 1980, he was a director of the company from March 1977 to 
January 1978. Prior to that time, he had been an engineer for Hewlett-
Packard for three years. 

Mr. Zerbe joined the Company in April 1979 as vice president - finance 
and administration, and served in that position until June 1980, at 
which time he was promoted to exeuctive vice president - finance and 
administration. From April 1976 to April 1979 he was senior vice 
president of finance and administration for American Microsystems, a 
manufacturer of semiconductors. Prior to that time he was senior vice 
president of finance at Fisher and Porter, a manufacturer of elec­
tronic process instrumentation. 

Ulric Weil 
(212) 974-4396 
January 15, 1981 

Morgan Stanley & Co. Incorporated managed or comanaged the most recent 
public offering, within the last three years, of the securities of Apple 
Computer, Hewlett-Packard, Ricoh, and Texas Instruments. 

Morgan Stanley & Co. Incorporated makes a market in the securities of 
Apple Computer and Intel. 

Morgan Stanley & Co. Incorporated has a trading position in the securi­
ties of Control Data, Digital Equipment, Hewlett-Packard, Intel, IBM, 
Ricoh, Texas Instruments, Wang, and Xerox. 

Morgan Stanley & Co. Incorporated holds options in the securities of 
Control Data, Digital Equipment, Hewlett-Packard, IBM, Tandy, Texas 
Instruments, Wang, and Xerox. 

Copies of this report, delivered until March 12, 1981, are being ac­
companied by a copy of the Prospectus relating to a recent public offer­
ing of the common stock of Apple Computer, Inc., for which Morgan Stanley 
& Co. Incorporated acted as comanager. 

/ HIS MEMORANDUM IS BASED UPON INFORMATION AVAILABLE TO THE PUBLIC. NO REPRESENTATION IS MADE THAT IT IS ACCURATE OR COMPLETE. MORGAN STANLEY & CO. 
INCORPORATED AND OTHERS ASSOCIATED WITH IT MAY HAVE POSITIONS IN. AND MAY EFFECT TRANSACTIONS IN. SECURITIES OF COMPANIES MENTIONED HEREIN AND MAY 
ALSO PERFORM OR SEEKTO PERFORM INVESTMENT BANKING SERVICES FOR THOSE COMPANIES. 
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PROSPECTUS 

4,600,000 Shares 

Apple Computer, Inc. 
COMMON STOCK 

Of the 4,600,000 shares of Common Stock offered hereby, 4,000,000 shares are being sold by the Company 
and 600.000 outstanding shares are being sold by the Selling Shareholders as set forth under "Selling 

Shareholders". The Company will not receive any part of the proceeds from the sale of shares 
by the Selling Shareholders. Prior to this offering there has been no public market for 

the Common Stock. See "Underwriters" for a discussion of the factors to be 
considered in determining the public offering price. 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION 

PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY 
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

PRICE $22 A SHARE 

Price to 
Public 

Per Share $22.00 
Total (3) $101,200,000 

Underwriting 
Discounts and 

Commissions^ 1) 

$1.30 
$5,980,000 

Proceeds to 
Company(2) 

$20.70 
$82,800,000 

Proceeds to 
Selling 

Shareholders 

$20.70 
$12,420,000 

(1) See "Underwriters" herein for information on indemnification provided by the Company and the Selling Shareholders. 
(2) Before deduction of expenses payable by the Company estimated at $661,600. 
(3) The Company has granted to the Underwriters an option, exercisable within 30 days of the date hereof, to purchase 

up to 400,000 additional shares at the price to public less underwriting discounts and commissions, for the pur­
pose of covering over-allotments, if any. If the Underwriters exercise such option in full, the total price to public, 
underwriting discounts and commissions, and proceeds to Company will be $110,000,000, $6,500,000 and $91,080,000, 
respectively. See "Underwriters". 

The shares are offered, subject to prior sale, when, as and if accepted by the Underwriters 
named herein and subject to approval of certain legal matters by Davis Poik Sp Wardwell, 
counsel for the Underwriters. It is expected that delivery of the certificates for the shares will 
be made on or about December 22, 1980 at the office of Morgan Stanley Co. Incorporated, 
55 Water Street, New York, N.Y., against payment therefor in Mew York funds. 

MORGAN STANLEY & CO. HAMBRECHT &QUIST 
Incorporated 

December 12, 1980 



No person is authorized in connection with any offering made hereby to give any informa­
tion or to make any representation other than as contained in this Prospectus, and, if gi\en or 
made, such information or representations must not be relied upon as having been authorized 
by the Company, by the Selling Shareholders or by any Underwriter. This Prospectus is not an offer 
to sell, or a solicitation of any offer to buy, by any person in any jurisdiction in which it is unlawful 
for such person to make such an offer or solicitation. Neither the delivery of this Prospectus nor any 
sale made hereunder shall under any circumstances create any implication that the information con­
tained herein is correct as of any time subsequent to the date hereof. 

Until March 12, 1981 (90 days after the commencement of the offering), all dealers effecting 
transactions in the Common Stock, whether or not participating in this distribution, may be required 
to deliver a Prospectus. This delivery requirement is in addition to the obligation of dealers to 
deliver a Prospectus when acting as Underwriters and with respect to their unsold allotments or 
subscriptions. 
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IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT 
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE 
OF THE COMMON STOCK OF THE COMPANY AT A LEVEL ABOVE THAT WHICH 
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COM­
MENCED, MAY BE DISCONTINUED AT ANY TIME. 
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PROSPECTUS SUMMARY 

The following information is qualified in its entirety by the more detailed information and 
financial statements appearing elsewhere in this Prospectus. 

THE COMPANY 
Apple Computer, Inc. designs, develops, produces, markets and services microprocessor-

based personal computer systems for individual use in solving computing problems commonly 
encountered in business, education, science, engineering and in the home. Products manufactured 
and distributed by Apple are sold in the United States and Canada through approximately 800 
independent retail computer stores, and internationally through 21 independent distributors 
which resell to approximately 1,000 retail dealers. Apple's products are primarily serviced in the 
United States and Canada by approximately 700 of the retail stores and in other countries by 
independent retail dealers. 

THE OFFERING 
Security Offered 4,600,000 shares of Common Stock (1) 

4,000,000 shares by the Company (1) 
600,000 shares by the Selling Shareholders 

Shares to be Outstanding 54,215,332 shares(l) 
Use of Proceeds To repay short-term bank debt and to increase working 

capital 
NASDAQ symbol AAPL 

SELECTED CONSOLIDATED FINANCIAL INFORMATION 

Income Statement Data: 
Revenues 
Net income 
Earnings per common and com­

mon equivalent share(2) 
Shares used to calculate per share 

data(2) 

January 3, 
1977 

(inception) to 
September 30, 

1977 

$773,977 
$ 41,575 

Less than 
$.01 

Fiscal Year Ended 
September 30, 

1978 

$7,883,486 
$ 793,497 

$.03 

September 30, 
1979 

$47,938,981 
$ 5,072,812 

$.12 

16,640,000 31,544,000 43,620,000 

September 26, 
1980 

$117,901,543 
$ 11,697,983 

$.24 

48,412,000 

September 26, 1980 

Balance Sheet Data: 
Current assets 
Current liabilities 
Total assets 
Non-current obligations under capital leases 
Shareholders' equity 

Actual 

$54,106,215 
37,780,128 
65,350,341 

670,673 
25,948,540 

As Adjusted! 1) (3) 

$128,394,615 
29,930,128 

139,638,741 
670,673 

108,086,940 

(1) Does not include up to 400,000 shares which may be sold by the Company to the Under­
writers to cover over-allotments. 

(2) The number of shares and all data presented on a per share basis in this Prospectus have 
been adjusted, except where otherwise indicated, to reflect stock splits. See Note 1 of Notes 
to Consolidated Financial Statements. 

(3) Adjusted to reflect completion of the offering (assuming no exercise of the over-allotment 
option) and the anticipated use of proceeds by the Company. 
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THE COMPANY 
Apple Compute,, Inc. designs, develops, produoes, markets and 

personal computer systems for individual use in solving computing problems commonly encoun 
in business, education, science, engineering and in the home. Annlp IT svstems in 

The Company's principal product is the Apple II personal computer system. APIs> 
typical configurations may be sold for suggested retail prices as low as $l,8o0 and up to So, 
more with the addition of memory and peripherals necessary to perform more complex computmg 
tasks. As of October 31, 1980, Apple had sold approximately 131,000 Apple II computer main , .. 
In May 1980 the Company announced the introduction of the Apple III .and commenced hnnu 
shipments to retail customers in late November 1930. See "Business-Products The Apple III is 
intended for more sophisticated professional and business applications than the Apple II. Sugges < < 
retail pricing for Apple III systems ranges from $4,300 to up to $7,800. 

In addition to the system and applications software developed by the Company, approximateb 
independent vendors have developed applications software for use in connection with Apple computers. 
The Company also offers peripheral equipment, some of which is manufactured by others, indue mg 
video monitors, disk drives and printers. In addition, Apple computers can utilize many peripherals 
manufactured and marketed by other companies. 

The Company's computer systems are distributed in the United States and in Canada by 
approximately 800 independent retail computer stores and internationally through 21 independent 
distributors which resell to approximately 1,000 retail outlets. Approximately <00 of the retail outlets 
located in the United States and Canada are also authorized to act as service centers for Apple 
products. 

Apple was incorporated in California on January 3, 1971. Its principal offices are located at 
10260 Bandley Drive, Cupertino, California 95014, and its telephone number at that address is 
(408) 996-1010. The Company's Standard Industrial Classification (SIC) code is 3573. Unless the 
context otherwise indicates, the terms "Apple" and "Company" as used herein refer to Apple Com­
puter, Inc. and its subsidiaries. 

USE OF PROCEEDS 
The principal purposes of the offering are to increase the Company's equity capital base, to 

finance growth and to provide a public market for the Company's Common Stock. The net proceeds 
from the sale of the shares of Common Stock offered by the Company are estimated to be $82,138,400 
(or $90,418,400 if the Underwriters' over-allotment option is exercised in full). Of such net proceeds, 
approximately $7,850,000 will be used to repay short-term bank indebtedness incurred for working 
capital purposes and the balance will be used primarily to finance accounts receivable and inventory 
and for other general corporate purposes, including capital expenditures. The Company anticipates that 
it will use the proceeds for these purposes over the next 15 months. Pending such uses, a portion of the 
proceeds may be invested in short-term money market obligations. 

The Company's growth has resulted in increased working capital needs. The Company expects 
that its working capital needs will continue to increase in the future and may be accelerated depend­
ing upon such factors as the introduction of new products, the expansion of the market for its products 
and possible changes in distribution channels and methods for certain of its products. In order to 
finance these needs the Company may utilize its bank line of credit which expires in January 1981. The 
bank line currently provides for borrowings, under certain conditions, of up to $20,000,000. See Note 5 
of Notes to Consolidated Financial Statements. The Company is currently in the process of renego­
tiating its existing bank line. Depending upon developments in the Company's business and upon 
capital market conditions, the Company may also finance its working capital needs through the sale 
of additional securities. The Company does not have any present plans for increased borrowings 
under its existing bank line or for sales of additional securities. 

The Company estimates that its capital expenditures during the fiscal year ending September 
25, 1981 will be approximately $11,000,000. 

The Company will not receive any proceeds from the shares of Common Stock being sold by 
the Selling Shareholders. 



CAPITALIZATION 

The following table sets forth the capitalization of the Company at September 26, 1980 and 
as adjusted to give effect to the sale of the Common Stock offered hereby (assuming the over-
allotment option is not exercised) and the application of the proceeds therefrom: 

Outstanding As Adjusted 
Short-term debt: 

Notes payable to bank(l) $ 7,850,000 $ — 
11% note due February 15, 1981(2) 1,250,000 1,250,000 
Current obligations under capital leases 253,870 253,870 

Total short-term debt $ 9,353,870 $ 1,503,870 
Non-current obligations under capital leases $ 670,673 $ 670,673 
Shareholders' equity: 

Preferred stock, 5,000,000 shares authorized, none outstanding 
or as adjusted — — 

Common stock, 160,000,000 shares authorized, 48,396,928 shares 
outstanding; 52,396,928 shares as adjusted(3) 11,428,438 93,566,838 

Common stock to be issued in business combination(4) . . . 920,210 920,210 
Retained earnings (1) 17,605,867 17,605,867 
Less: Notes receivable from shareholders(5) (4,005,975) (4,005,975) 

Total shareholders' equity 25,948,540 108,086,940 
Total capitalization $26,619,213 $108,757,613 

(1) The notes are secured by a pledge of the Company's receivables and inventory. See Note 5 of 
Notes to Consolidated Financial Statements. 

(2) See Note 2 of Notes to Consolidated Financial Statements. 

(3) Excludes (i) 1,818,404 shares issued through November 30, 1980 upon exercise of stock options, 
(ii) 8,215,168 shares reserved for issuance at November 30, 1980 pursuant to options granted 
or to be granted under the Company's stock option plans and (iii) 1,000,000 shares reserved for 
issuance pursuant to the Company's Employee Stock Purchase Plan. See "Stock Option Plans" 
and "Employee Stock Purchase Plan" under "Management" and Note 8 of Notes to Consolidated 
Financial Statements. 

(4) See Note 3 of Notes to Consolidated Financial Statements. 

(5) See Note 8 of Notes to Consolidated Financial Statements. 

See "Business—Property" and Notes 6 and 7 of Notes to Consolidated Financial Statements for 
information concerning the Company's obligations under leases. 

DIVIDENDS 

Apple has not paid any cash dividends on its Common Stock, and its Board of Directors intends 
to retain, for the foreseeable future, the Company's earnings for use in the development of the 
business. The Company's bank line of credit agreement prohibits it from declaring or paying divi­
dends without the consent of the bank. See Note 5 of Notes to Consolidated Financial Statements. 

SHARES ELIGIBLE FOR FUTURE SALE 

Upon completion of this offering, the Company will have outstanding 54,215,332 shares of 
Common Stock (assuming no exercise of the over-allotment option) based upon shares outstanding 
at November 30, 1980. Of these shares, the 4,600,000 shares sold in the offering made hereby will be 



freely tradeable without restrictions or registration under the Securities Act of 1933, as amended 
(the "Act"). Of the remaining shares, approximately 7,138,164 shares were issued by the Company 
in reliance upon the "intrastate offering" exemption under the Act (the "Intrastate Shares ) and 
approximately 42,477,168 shares were issued in private transactions in reliance upon the "private 
placement" exemption under the Act (the Restricted Shares ). The Intrastate Shaies ma\ bt gen 
erally sold to residents of the State of California in certain transactions at any time and in the open 
market at various times, in reliance upon Section 4(1) of the Act, following the nine-month period 
commencing upon Apple's registration under the Act of shares reserved for issuance under its stock-
option plans, which registration is described more fully below. Subject to the agreements with 13 
officers, directors and major shareholders described below, 31,/53,231 of the Restricted Shares will 
be eligible for sale in the open market in reliance upon Rule 144 under the Act beginning 90 days 
after the date of this Prospectus. In general, under Rule 144, a person (or persons whose shares are 
aggregated) who has beneficially owned his or her Restricted Shares for at least two years, including 
persons who may be deemed "affiliates' of the Company, as that term is defined undei the Act, 
would be entitled to sell within any three-month period a number of shares that does not exceed 
the greater of 1% of the then outstanding shares of the Company's Common Stock (equal to approxi­
mately 542,153 shares) or the average weekly trading volume in the over-the-counter market during 
the four calendar weeks preceding such sale. A person who is deemed not to have been an affiliaU 
of the Company at any time during the 90 days preceding a sale by such person, and who has 
beneficially owned his or her Restricted Shares for at least three years, would be entitled to sell such 
shares under Rule 144 without regard to the volume limitations described above. Furthermore, holders 
of an aggregate of 11,136,248 Restricted Shares (excluding 600,000 shares sold by the Selling Share­
holders) are entitled to certain registration rights. See "Description of Securities—Outstanding Reg­
istration Rights". 

The Company intends to file a registration statement under the Act to register the 9,215,168 
shares of Common Stock reserved under the Company's stock option plans and Employee Stock-
Purchase Plan. Such registration statement is expected to be filed shortly after the date of this 
Prospectus and to become effective as promptly as practicable thereafter. Shares issued upon exercise 
of outstanding stock options after the effective date of such registration statement generally will be 
available for sale in the open market. As of November 30, 1980, options to purchase a total of 
5,652,600 shares of Common Stock were outstanding under the stock option plans. 

Subject to market conditions and other factors, the Company may file another registration state­
ment on a date not less than four months after the date of this Prospectus covering the sale of such 
amount of the 7,138,164 Intrastate Shares as may be requested by the holders. However, the Company 
has agreed that the number of Intrastate Shares included in such registration statement will not exceed 
500,000 shares without the prior written consent of Morgan Stanley & Co. Incorporated and Hambrecht 
& Quist as to the amount and method of offering. 

The Selling Shareholders have agreed that they will not, without the prior written consent of 
Morgan Stanley & Co. Incorporated and Hambrecht & Quist, offer, sell, contract to sell or grant any 
option to purchase or otherwise dispose of any of the Company's Common Stock owned by them 
upon completion of the offering (an aggregate of 3,775,816 shares) for a period of 90 days from the 
date of this Prospectus. 

Eighteen officers, directors and major shareholders of the Company holding an aggregate of 
32,026,443 shares of the Company's Common Stock have agreed that, without the prior written consent 
of Morgan Stanley & Co. Incorporated and Hambrecht & Quist, they will not offer, sell, contract to 
sell or grant any option to purchase or otherwise dispose of any shares of Common Stock for a period 
of nine months after the date of this Prospectus, except for sales occurring more than 90 days after 
the date of this Prospectus of amounts of Common Stock not exceeding 10% of the total number of 
shares of Common Stock held by the person for whose account such shares are sold on the date of this 
Prospectus at cash prices of not less than 150% of the public offering price of the shares offered hereby. 
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Prior to this offering, there has been no market for the Common Stock of the Company, and 
no precise predictions can be made of the effect, if any, that market sales of shares or the availability of 
shares for sale will have on the market price prevailing from time to time. Nevertheless, sales of 
substantial amounts of the Common Stock of the Company in the public market could adversely 
affect prevailing market prices. 

DILUTION 

The net tangible book value of the Company at September 26, 1980 was $20,122,644, or $.42 
per share. Without taking into account any changes in such net tangible book value after Sep­
tember 26, 1980, other than to give effect to the sale by the Company of 4,000,000 shares of Common 
Stock and the use of proceeds therefrom, the pro forma net tangible book value of the Company at 
September 26, 1980 would have been $102,261,044, or $1.95 per share. This represents an immediate 
increase in net tangible book value of $1.53 per share to existing shareholders and an immediate 
dilution of $20.05 per share to new investors. The following table illustrates the dilution of a new 
investor's equity in a share of Common Stock at September 26, 1980: 

Public offering price(1) $22.00 
Net tangible book value, before offering(2) $ .42 
Increase attributable to payments by new investors 1.53 

Pro forma net tangible book value, after offering 1.95 
Dilution to new investors(3) $20.05 

(1) Offering price before deduction of underwriting discounts and commissions and offering expenses. 
(2) Net tangible book value per share is determined by dividing the number of shares of Common 

Stock outstanding into the tangible net worth of the Company (tangible assets less liabilities). 
(3) Dilution is determined by subtracting net tangible book value per share after the offering from 

the amount of cash paid by a new investor for a share of Common Stock. 

The following table summarizes the number of shares purchased from the Company as of 
November 30, 1980, the total consideration paid and the average price per share paid by the investors 
purchasing new shares and by existing shareholders: 

Shares 
Purchased 

Percent of 
Total 
Shares 

Consideration 
Paid 

Percent of 
Total 

Consideration 
Paid 

Average 
Price 
Per 

Share 

New investors 4,000,000 7.4% $ 88,000,000 82.4% $22.00 
Existing shareholders 50,215,332 92.6 18,813,575 17.6 .37 

54,215,332 100.0% $106,813,575 100.0% 1.97 

The above calculations do not give effect to the exercise of the Underwriters' over-allotment 
option. 

As of November 30, 1980, there were outstanding options to purchase 5,652,600 shares of Common 
Stock, of which options to purchase 481,688 shares were held by officers and directors of the Com­
pany or their affiliates. The exercise prices of the outstanding options ranged from $.09 to $8.00 per 
share with a weighted average price of $1.77 per share. For the life of the options, the holders 
thereof will have the opportunity to profit from a rise in the market price of the Company's Common 
Stock, with a resulting dilution in the interests of existing shareholders. The holders of these options 
may exercise them at a time when the Company would, in all likelihood, be able to obtain any 
needed capital by the sale of Common Stock on terms more favorable than those provided for in 
the options. See "Management—Stock Option Plans". 



SELECTED FINANCIAL DATA 

The following tables summarize certain selected consolidated financial data and are qualified 
in their entirety by the more detailed Consolidated Financial Statements included herein. 

,™pqon1)9to' Fiscal Year Ended 
September 30, September 30, September 30, September 26, 

1977 1978 1979 1980 
Net sales $ 773,977 $ 7,856,360 $47,867,186 $117,125,746 
Net income $ 41,575 $ 793,497 $ 5,072,812 $ 11,697,983 
Earnings per common and common Less than 

equivalent share $.01 $.03 $.12 $.24 
Common and common equivalent 

shares used in the calculation of 
earnings per share 16,640,000 31,544,000 43,620,000 48,412,000 

Total assets $ 555,482 $ 4,340,790 $21,170,979 $ 65,350,341 
Non-current obligations under capital 

leases $ _ $ _ $ 203,036 $ 670,673 

The following table contains certain selected unaudited quarterly consolidated financial data 
which includes all adjustments which the management of the Company considers necessary for a 
fair presentation thereof. 

Three Months Ended 
December 28, March 28, June 27, September 26, 

1979 1980 1980 1980 
Net sales $19,539,963 $23,549,425 $32,569,197 $41,467,161 
Net income $ 2,647,084 $ 2,787,351 $ 2,735,076 $ 3,528,472 
Earnings per common and common 

equivalent share $.056 $.058 $.056 $.071 

MANAGEMENT'S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

Results of Operations 

Apple has experienced significant increases in net sales and net income during each of its fiscal 
years, reflecting the growth in the personal computer market as well as continued market acceptance 
of Apples products. The Company has not made significant changes in prices for its products during 
the fiscal years. In addition, economies of scale and certain production cost efficiencies have offset 
the effects of inflation. 

Net sales in fiscal 1977 occurred primarily in the fourth fiscal quarter and consisted principally 
of sales of the basic Apple II mainframe computer. During the 1977 fiscal year marketing expenses 
consisted principally of advertising and product promotion expenditures in order to generate future 
sales. 

The 1978 fiscal year was the Company's first full year of operations. During the fiscal year, the 
Company oiganized a product distribution network through the appointment of independent distribu­
tors. This expanded distribution system contributed significantly to the increase in sales. The expenses 
associated with developing this distribution network, together with increased advertising and product 
promotion expense, resulted in significant increases in marketing expenses. In fiscal 1978 research 
and development expenses increased substantially as the Company hired additional technical personnel 
and concentrated on the development of its Disk II Floppy Disk Subsystem and svstem software. In 
addition, advances in semiconductor technology enabled Apple to increase the memory capacity of 
its computer systems. These advances contributed to the development of new product applications 
during the year, and resulted in shifting the market for Apple's products awav from the computer 
hobbyist. 
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Net sales in fiscal 1979 increased approximately five-fold over fiscal 1978, due to a number of 
factors. The availability of the Company's Disk II Floppy Disk Subsystem expanded the capabilities of 
Apple s personal computers to accomplish more useful applications, thus broadening the market for 
its products. Although the Company was not supplying a significant amount of applications software 
for use with its systems at this time, many other firms began to market software and peripheral 
pioducts for use with the Apple II. In addition, in fiscal 1979 Apple introduced its products to the 
educational market, which contributed to the increased awareness of the personal computer. Cost 
of sales in fiscal 1979 increased to approximately 57% of net sales, primarily reflecting increased prices 
for certain semiconductor devices and increased staffing, training and support costs to manage 
expanded manufacturing facilities. Marketing expenses continued to be comprised primarily of adver­
tising and promotion costs; however, marketing expenses decreased as a percentage of sales in fiscal 
1979 to 8% of sales, compared to 16% of sales in fiscal 1978, principally due to the increased volume 
of business. Research and development activities in fiscal 1979 included the initial development 
expense for personal computer systems addressing new markets and applications and for new 
peripheral accessories. 

Net sales in fiscal 1980 more than doubled that of fiscal 1979, reflecting the expansion of the 
Company's market to include use of Apple computers by persons without prior computer experi­
ence as well as by persons with such experience. Factors contributing to this expansion included 
the Company's introduction of its own software application packages and new peripheral devices 
to expand the computer's applications. Costs and expenses in fiscal 1980 were significantly affected by 
the termination of the Company's independent distribution arrangements and by the start-up of manu­
facturing facilities in Dallas, Texas and County Cork, Ireland. Apple's purchases of inventory 
from certain of the distributors which it had terminated during the year, which purchases were at 
costs higher than the Company's manufacturing costs, and certain other costs associated with such 
terminations increased costs and expenses by approximately 2.4% of fiscal 1980 net sales. Start-up 
costs for Apple's new manufacturing facilities increased costs and expenses by approximately .6% 
of net sales. Marketing expenses increased to approximately 10% of net sales compared to 8% of 
net sales in fiscal 1979, reflecting increases in advertising expenses and the added costs of the 
Company's establishing its own sales organization to serve the retail computer stores after ter­
mination of its distributors in March 1980. Such increased costs included the hiring of additional 
personnel and warehousing costs and sales commissions. Some of these costs were in addition to the 
warehousing costs and sales commissions paid to the former distributors during the start-up period. 
These costs of establishing the Company's regional distribution facilities were offset by the Company's 
ability to sell its products directly to retail dealers at prices which were higher than the Company had 
charged its former distributors. Apple anticipates that continued expenditures will be made to expand 
its sales organization to serve not only existing markets, but other markets as it introduces new 
product applications. 

During fiscal 1980 the Company's quarterly results were affected by the aforementioned factors. 
The termination of the Company's distribution arrangements late in the second fiscal quarter also 
affected earnings for the subsequent two fiscal quarters and resulted in a shift in some sales from 
the second to the third quarter. The repurchase of inventory from the Company's former distributors 
and certain other costs associated therewith increased costs and expenses in the third and fourth 
fiscal quarters by 4.4% and 3.4% of net sales in such quarters, respectively. Start-up costs associated 
with new manufacturing facilities occurred principally in the fourth quarter. The Company s 
performance in the third and fourth quarters was also affected by costs associated with the develop­
ment and introduction of the Apple III system, which will first be sold to retail customers in late 
November 1980. 

Liquidity 
The Company's ability to generate cash adequate to meet its needs ("liquidity") results from 

the sale of inventory and the collection of accounts receivable and periodic bank borrowings 
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unontL^16 °f C0r"m0n:St0ck' Thf Company's liquidity is improved by the tax benefit recognized 

mutely50%7t£d7^^ t T°m' b6CaUSe inC°me taXeS PayaWe are reduCed b> aPProxi-mately 50% of the difference between the option exercise prices and the fair value of the shares at the 
tune of exercise. These sources of liquidity are reduced by the Company's payments 
payable, income taxes payable and, periodically, notes payable to banks. 

The Company's accounts receivable have increased in each fiscal year, reflecting the growth in 
sales. During the 1980 fiscal year the Company improved its liquidity by reducing"the number of 
fiom the e" aCC0UntYCCe,Vable'thereb>' ^creasing the availability of cash. This improvement resulted 

the Company s domestic sale of products directly to the retail dealers. Such direct sales were on 
no as u "T faV°ra than the terms Previously extended to distributors However there is 

assurance that the Company will maintain these collection terms on a long-term basis as market 
factors and competitive conditions change. 

in invel^ Ae 1980 fiSCal ^ tHe C0rnpan>/s liquidity was negatively affected by an increase 

appr»,™tlmsfmo M80,'he ma,Crial unused S0UTOS •» liquidity consisted principally of 
bSZr^X^l^TStT'i!rt't aT™'ely W50m° -atbn 
Except & the sale T StoW** 

0 material change in the nature of its liquidity needs or availahie sources o^ liqmddy" ^ 

Capital Resources 

The Company s capital resource commitments at Spn i fxmVt fx -o r  l non  •  „  

obligations and the Company's commitment to establish facilities""' r i P"ncipaIly consisted of lease 
the Irish Development Authority. See Note 7 of Notes to r "r Yland under an agreement with 
Company intends to finance these mmmitments L!! I C°nS°lldated Fina™al Statements. The 
external sources of liquidity. W°r "lg capital generated from its internal and 
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Introduction BUSINESS 

The Company designs, develops, produces, markets, and services microprocessor-based personal 
computer systems for individual use in a variety of computing applications. The Company's computer 
systems are generally composed of a computer mainframe and peripherals, operating software to 
control the system and applications software to solve problems. In addition, supplemental circuit 
boards and optional accessories can be added to enable the computer to perform additional or 
different tasks. 

Computer systems powerful enough to solve meaningful computing problems but priced low 
enough to be used by one person resulted from significant technical and manufacturing advances 
within the semiconductor and magnetic memory industries over the past ten years. These advances 
included the development of increasingly powerful microprocessor and memory circuits and significant 
reductions in the cost of these circuits. Similar developments occurred in magnetic storage as costs 
per unit of storage declined and capacities increased both for floppy (flexible) and rigid disks. 

These advances and the introduction of a growing number of applications software packages 
resulted in the development of markets and applications for personal computer systems. Pene­
tration of these markets has and will continue to require effective product marketing and distribution 
as well as the continuing development of easy-to-use software. 

In 1976, two of the Company's founders designed, developed and assembled the Apple I, a 
microprocessor-based computer consisting of a single printed circuit board. In April 1977 the 
Company introduced the Apple II computer mainframe which was similar to the Apple I but 
incorporated additional circuitry and a keyboard, and was packaged in a plastic housing. Although 
many of the early personal computers, including Apple's products, were purchased by hobbyists who 
were highly knowledgeable technicians, the Ccmpany believes that such purchases currently con­
stitute a small and decreasing percentage of personal computer sales. 

In 1978 and 1979, the Apple II was improved with the addition of a more powerful disk operating 
system which facilitated the use of optional floppy disk storage in place of less efficient cassette 
tape storage. These enhancements increased the power and speed of the Apple II and facilitated 
the development of applications software. Independent firms began supplying a variety of applications 
software and peripheral equipment for use with the Apple II, for such applications as small business 
accounting, text editing, portfolio analysis, laboratory data collection and teaching. The development 
of this software and equipment contributed to the growth of the low-cost personal computer market 
by increasing the variety of applications for which personal computers could be used. Today, the 
Company's systems are used by persons without prior computer experience as well as by peisons 
with prior computer experience in business, education, scientific and engineeiing applications and, 
to a lesser extent, in the home. 

In anticipation of market growth, in 1977 Apple commenced the development of a distribution 
network of independent regional distributors and local retail outlets. In 1980, Apple terminated its 
arrangements with its domestic distributors and commenced distribution of its products directly to 
retail stores in order to improve the management of the channels of distribution and to gain better 
access to end-users. See "Marketing" and "Litigation". Apple products are currently sold through 
approximately 800 independent retail outlets in the United States and Canada and internationally 
through 21 distributors which resell to approximately 1,000 retail dealers. Products are serviced m 
the United States and in Canada by approximately 700 of the retail stores and internationally by 
retail dealers. 

Products 
The Company's computer systems combine the Apple II mainframe or Apple III with a 

variety of software programs and peripheral accessories, depending upon the complexity of the 
system and the computing tasks to be performed. 
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Apple II 

The Company's principal computer system is based on the Apple II computer mainframe first 
introduced in 1977. Packaged in a five-inch high, 12-pound case are the basic units of a computer, 
mc u *n§ a microprocessor, random access main memory, read only control memory a typewriter-
style keyboard and a power supply. In addition, the Apple II system circuitry provides an interface 
with various external devices, including a video display and specialized input controls for games The 
basic Apple II mainframe can provide output to a black and white or color video monitor (including 
a television set) and can display 40 characters per line or graphics in up to 16 colors. It can also 
generate sounds and music through a built-in speaker. The Apple II provides eight plug-in slots for 
optional circuit boards which control and interface with such peripheral devices as disk drives, printers 
and a graphics tablet. The Apple II can be furnished with main memory ranging from 16K bytes to 48K 

y (a yte ls a umt of data> such as a letter or integer, and K is a symbol for approximately 1,000). 

The suggested retail price of the Apple II mainframe ranges from $1,195 to $1,395 depending 

narkaT T"0175126' ComPlete APP*e II systems, including various peripheral devices and software 
packages typically range in suggested retail price from $1,850 to over $5,000. Apple sold approxi-

Sep te mber 30 1977 Td ^ T'T ^ " °°mi>uter mainframes during the period ended 
Septembe 26 1980 r du™gthefiscal years ended September 30, 1978, September 30, 1979 and °Ct0ber 31' 1980 *he °-^ had sold w—* 

Apple III 

ori«ri2l C°rPf7;i;n0U,nCed the AppIe 111 comPuter system in May 1980, with the first shipments 
origmally scheduled for the summer of 1980. However, the Company encountered delays in meeting 

Limited^plivf ' r f' and demonstration units were first shipped to dealers in September 1980. 
• . , , 'eneS ° PP t0 retai1 customers took place in late November 1980. The Apple III 
Appall^ndTn^ A™8* °f appHcatif0ns requiring more computing speed and power than the 
Apple II and includes a number of features which are optional accessories for the Apple II as 

wel as TltTT T°n APPl6 "• THe ApP,g 111 inCOrp°rateS a built-in dfsk dr"; " 
circuit v fL both 71° C°n P t0 re,a °nal eXtemaI di5k driveS' Xt 0ffers bui't-in interface Zk tZh , thermal printer and a letter-quality impact printer, for an enhanced typewriter-
style be) board with a numeric key pad and for full upper and lower case display capability with a text 
display of 80 characters per line. Apple III is furnished with main memory capacity of %K byte 
and can be expanded to 128K bytes. y y 

J!"6 AP?b 111 " des,igned PrinciPaUy for business applications, including preparing detailed 
budgets, performing complex pricing analyses, long-term scheduling, calculating^investment retuis 
maintaining mailing lists and word processing. The suggested retail prices for the Apple III computer 

peripherals.^6 aPProximately H300 to over $7,800 depending upon main memory size and 

Due to the recent introduction of the Apple III, the utility of and market acceptance for the 
product have not yet been demonstrated by significant sales or end-user applications In addition the 
development of extensive applications packages for the Apple III mighf be "quiredSth 
Company can expect to sell the product in significant volume. 

Software 

. ,, °f uiajor importance to the usefulness, simplicity and flexibility of an Apple computer svstem 
the availability of a variety of system software and applications packages. 

System software is a set of programs supplied by Apple that enable the user to sunervise the 
computers resources. With these programs the user can maintain and manipulate files execute 
existing piograms and use programming languages to develop new applications Programming 
languages enable the user to instruct the computer to perform specific tasks. Apple offers the user 
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a variety of programming languages, each having advantages for particular applications. The pro­
gramming languages offered for the Apple II include two versions of the popular BASIC (an easy-to-
use beginners language), FORTRAN (useful for work in mathematics, engineering and the sciences), 
Pascal (generally used by professional computer programmers for complex programs) and PILOT 
(used for the development of computer-aided instruction in education). The Apple III has an 
improved operating system for faster data retrieval and storage and will initially offer the Apple 
Business BASIC programming language and, in April 1981, will offer Pascal. In addition, the Apple I 
has a special emulation capability which permits it to run most programs designed for the Apple II. 

Applications packages are programs written in one of the programming languages and are designed 
to accomplish specific tasks, such as bookkeeping, text editing and financial modeling Although some 
of these programs are designed and developed by Apple, the Company believes that most o e 
applications packages which are available for Apple's computers are developed independently and 
supplied by approximately 100 independent vendors. 

Among the principal software packages for the Apple II developed and marketed directly by 

the Company are the following: 
A ppi p POST™ —a mailing list system for entering, editing, storing and print-

PLL ing names, addresses and telephone numbers which, when 
attached to a compatible printer, will also print mailing 
labels, addresses and telephone lists. 

A ppi F WRITER™ —a basic word processing system providing the capability to 
write, revise, edit and print text. 

D PORT^STOEEVALUAT0R -assists in portfolio analysis by enabling the user to store PORTFOLIO LV ALL AI UK ass^ and tQ access stock quotations and other 
information via telephone connection to the Dow Jones 
News Retrieval System. 

SHELL GAMES —various programs designed as educational aids. 

The software packages for the Apple II developed by independent vendors and marketed by Apple 

under royalty agreements include: 
APPLE PLOT™ -a SYstem for preparing, revising and printing charts and 

graphs. 
„ Qmaii retail store management system designed to main-

CASHIER™ "tain customer/vendor files? monitor and order inventory and 
generate invoices and management reports. 

„ cvstem designed to maintain accounts receiv-
CONTROLLER™ able^accounts^ayable^and.6 general ledger records for a 

small business. 
, ^ one of the applications packages frequently used with 

In addition, the Company believes independent vendor, is a financial modeling 
the Apple II, which is developed and between rows and columns of numbers 
system enabling a user to manipulate an p ting A new version of this applications 
in applications such as financia n!^r^M?^M>caon with the Apple III. 
package is being marketed directly by the Company in con 

Peripherals of ipherai products such as video monitors, 
Apple's computer systems are use. ters incorporate standard interfaces permitting 

disk drives, printers and graphics tablets. Apple:s oomprteri meup 
the use of peripherals designed and manufactured by others mv „ 

. manufactured and offered by Apple is its Disk II 
One of the principal peripheral accf"°" mt of the computer through the use of 514-inch 

Floppy Disk Subsystem, which increases P 
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flexible or floppy disks for data storage. The Disk II, introduced in June 1978, provides file memory 
capacity of up to 143K bytes of data, increases data retrieval speed and provides random access to 
s oi ed data, permitting the computer system to accommodate many additional applications. 

Other peripheral accessories manufactured and offered by Apple include a graphics tablet (to 
create and display pictorial information electronically, such as architectural renderings, schematics 
mechanical shapes and fine arts), a thermal printer (used for quiet printing of text or graphics) and 
in erf ace circuit boards (used to exchange data between Apple computers and other computers 
prin ers or accessories) Apple also markets peripheral products including impact printers and video 
monitors manufactured by others. 

Users of Apple computer systems also have a choice of a wide variety of other peripheral 
accessories designed and offered by independent companies. These peripherals include medium-

modde a dl nT* appHcations squiring letter-quality output; modems which 
provide a data communications link utilizing a telephone network to access timesharing sen-ices 

allorSe sv"t ^ b S M °thr COmputerS; music synthesizers; and portable power'units that' 
allow Apple systems to be operated in automobiles and elsewhere. 

Marketing 

filSt personal comPuters were sold principally by mail order to hobbyists. However 
be T rbTl "I " er °f computer retail stores since 1976, most personal computers have 
been distributed through retail outlets, reflecting the economics of distributing and seeing a 
moderate cost product to a highly diverse market. The Company believes that the introduction of 

g er priced and more complex personal computers, such as the Apple III may require the Comnanv 

LX°e Cern f̂lT ChrnelS S eStariSh ad?i0"al aX 
rTceed?' In aZmol theT7 ""' 7 «» »dd«ional costs. See -Use of 
will Xe L add So ot X'" rPe™n«d and exPa"ded organization require the addition of qualified personnel, who are in great demand. 

Distribution Channels 

North ^Carolinaf'and ^T^TlTc!^ VT'Sl <*»->* O-"** 
Boston and Chicago and in Toronto, Canada d'nSg ,°„ ZZZ 
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to the retail stores, the regional centers also are responsible for warehousing Apple's products and 
providing credit, service training and service support. See "Service and Support". 

The largest retail chain distributing Apple products during the 1980 fiscal year was Computer­
Land with 108 franchised outlets offering Apple products in the United States. The Company has 
entered into a volume purchase agreement with ComputerLand, expiring on March 24, 1981, which 
is subject to automatic extension unless terminated upon 90 days notice by either party. Undei 
the agreement, the Company sells its products directly to ComputerLand. ComputerLand resells 
such products to its franchised outlets and is responsible for centralized purchasing as well as selecting, 
training and monitoring its franchised dealers. Sales of Apple products to ComputerLand accounted 
for approximately 14% of the Company's net sales for the 1980 fiscal year. No other retail chain or 
store accounted for more than 3% of net sales during the 1980 fiscal year. 

Retail dealers typically purchase the Company's products on an as-needed basis. The Company, 
in turn, currently ships to retailers shortly after order receipt. For this reason and because the 
nature of their business frequently results in retail dealers changing delivery schedules and order 
rates, the Company's backlog of orders as of any particular period may not be representative of the 
Company's actual sales for any succeeding period. 

Prior to August 1980, foreign sales were made primarily to an independent distributor, Eurapple, 
locaicdTn "he U^ited Slates, under an agreement providing to, explosive rights .0 distribute Apples 
products in certain foreign countries. Foreign sales were made by Eurapple,ofcer mdepcindent 
distributors primarily located in Europe and, to a lesser extent, m the Fai East, the Midd e , 

the products to approximately 1,000 retail dealeis. 

1 i- i i „ ooptor fnr sales marketing, service, dealer training, 
In September 1980 Apple estab'isie^ ^ European market. In addition, the 

warehousing and distribution in Zeist , f products for sale in Europe at its recently 
Company expects to manufacture a substantial portion of its products 
opened facility in County Cork, Ireland. 

„ n 1 „ fmrvxitm sales of Apple's products, including sales in 
During the 1979 and 198CI fisca ^ais,^ ctiveiy, 0f net sales for such periods. Since August 

Canada, were approximately -4% and , • ' made in local currencies and are subject to 
1980 sales to the foreign distributors genera y an(j export control policies are potential risks 
the risks of exchange rate fluctuations. « nQ rnaterial problems to date, 
of foreign sales, but the Company has - p 

1 ni- leased any of its computer systems nor is any 
The Company has not directly fina"ced' ™ ' however, has entered into agreements with ITT 

such program presently contemplated, re United states Leasing Corporation ("USLC") to provide 
Diversified Credit Corporation (1 / rl-nartv leasing arrangements for commercial end-usei 
inventory financing for retail dealers an i prm;nable by the Company upon 10 days written 
customers, respectively. The Fid agieemen factory-sealed Apple products from ITT in 
notice to ITT and obligates the Company 1 ^ ugLC leasing pkn offers commercial end-
the event of certain defaults in the dealers ob i0. 'urchase options and permits users to add addi-
user customers three and four-year leases W1 between the Company and USLC continues unti 
tional equipment to their leases. The aSree reneWal for an additional one-year period unless 
October 31. 1981 and provides for automatic ^ wgre entered int0 by the Company m 
terminated by either party. Both of the foregoing 
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June 1980 and, to date, only a small amount of the Company's products have been leased or 
financed under such agreements. 

Service and Support 

Apples products are serviced in the United States and Canada by approximately 700 retail 
dealers and four Company-owned service centers. The authorized retail dealers are trained to replace 
and exchange most system components at the retail store. These dealers are required to enter into 
dealer service agreements pursuant to which they purchase service kits containing spare parts, com­
ponents, manuals and diagnostic programs. Although certain of these dealers offer maintenance 
and service of entire systems, including peripheral products manufactured by others, the Company 
relies upon the manufacturers of such peripheral products (including any warranties offered by such 
manufacturers) for assistance in maintenance. The cost of this dealer service to the customer is set by 
the dealer for products not under warranty. To date, approximately 90% of all repair work and 
diagnostic testing on Apple products has been provided by dealers. 

Company-performed service principally consists of more extensive repairs not provided by the 
authorized retail dealers This service is performed at the four United States regional support centers 
and at Zeist, Netherlands using extensive diagnostic instrumentation and repair equipment. 

iocnAuPle tJPiC?ly °fferS 3 9°"day ful1 Parts and labor warranty for its products and, since January 
1980, offered an extended limited warranty at a price of $195 for each year of coverage. Since 
January 1980 approximately 5% of the purchasers of Apple systems entered into extended service 
agreements. Liabilities under both warranty programs have been nominal to date; however no 
assurance can be given that this trend will continue for existing as well as new and more complex 
systems which may be introduced to the market. 

Although the Company currently anticipates utilizing its existing service procedures for its 

exnerfk ri!yStTS; T**'J* T" ** SCrViCe °n futm'e Products> may squire greater technical 
han that currently used in dealer service and end-users of the Apple III and future products 

Zirr:rep°n-Slte SerViCe'm rM!ti0n' the continued growth of Apple's distribution network will 
q e the Company to establish other Company-owned service centers and to inventory spare parts 

n different geographic locations in order to provide prompt service and warranty repair. Such steps 
could involve significant investments and additional costs. 

Advertising and Promotion 

at J1'6 eXPanT.f tI1G COmPuter market wil1 squire a continued orientation effort directed 
at informing individuals of the means by which the computer may be utilized to enhance personal 
efficiency and productivity. Towards this end, the Company is committed to an extensive advertisW 

P™m° effort Dunn§ the fiscal years ended September 30, 1978 and 1979 and September 26 
1980, the Company spent $573,000, $2,011,000 and $4,469,000, respectively, for advertising 

of r,APPle, SuPPOrtS adTtlSing camPai§ns of its retail dealers by reimbursing them for up to 3% 
of their dollar purchases from Apple for advertising costs actually incurred which ZplV with 
certain standards set by Apple. Apple also provides dealers, at its own expense with T varied 
support materials including point-of-sale posters, demonstration models and brochures Sales seminars 
are also conducted to assist dealers in selling Apple products. 

Apple advertises its products through radio commercials, newspaper advertisements in business 
professional consumer and trade periodicals, and through participation in industry shows and 
seminars. The Company also promotes its products through direct mailings to retail dealers and 
end-users and through various Company publications including The Apple Magazine each issue of 
which features a major product application area, such as finance, business, science or education. 
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Competition 

The personal computer market is highly competitive and has been characterized by rapid 
technological advances in both hardware and software development, which have substantially 
increased the capabilities and applications of personal computers. The principal competitive factors 
in the personal computer market are product quality and reliability, relative price/performance, 
marketing and distribution capability, service and support, the availability of hardware and soft­
ware accessories, corporate reputation, and ease of understanding and operation of the system. The 
Company believes it competes favorably with respect to all of these factors, however, the Company's 
reliance upon independent retail dealers for product distribution may not provide the market penetra­
tion of Radio Shack (a subsidiary of Tandy Corporation), which sells through a large number of 
company-owned retail stores and distribution outlets. In addition, Commodore International Ltd. has 
broader international retail distribution than the Company. The Company may also be at a competitive 
disadvantage because it purchases integrated circuits and other component parts utilized in its 
computers from outside vendors, while certain of its competitors manufacture such parts. In addition, 
a substantial portion of the peripheral equipment used with Apple s systems is purchased from outside 
vendors while certain competitors design and manufacture their own peripheral equipment. 

Apple, Radio Shack and Commodore are believed to be the principal manufacturers of personal 
computers' with system prices below $5,000, which category includes most Apple II systems. The 
Company believes that it has the second largest installed base of such systems in the United States. 
Apple experiences competition for its higher priced systems (which include the Apple III) from a 
number of concerns including Radio Shack, Cromemco Incorporated, North Star Computers, Inc., 

Ohio Scientific, Inc. and Vector Graphics Inc. 

The Company expects intense competition from several substantially larger firms which have 
entered or arc expected to enter the personal computer market, includmg Hewlett-Packard Com-
pany IBM Texas Instruments and various Japanese manufacturers, all of wh.ch have eonsrderably 
greater financial marketing, and technological resources than the Company. In addition, dependi g 

, ii r .x^Hjnrr and nrooosed product development efforts, the Company upon the successful comple tion of pending ana proposeu piuu / , unmpStnv. and 
V .  .  ,. ]• .1,, w:t]1 the foregoing concerns and othei large domestic and 

anticipates competing more duectly with he toreg g Corporation and Wang Labora-
foreitm manufacturing concerns, such as Xeiox Cuorpoiauon, cmu.i i ° . 

n 11 ami a t g automation and information processing segments of the business 
ones, Inc. m such au.. (riven that the Company will have the financial resources, 

and office market. No assurance can personnel, or technological knowledge to 
marketing, distribution and service capability, depth ot Key peiso , 
compete successfully in these markets. 

• rations consist principally of the purchase, assembly and test 
The Company's manufacturing ope • ducts at facilities located in Dallas, Texas; Cuper-

of the materials and components wmpusn g • j 0ctober 1980, in County Cork, Ireland. The 
tino, San Jose and Los Angeles, California;.'1 ' of A le>s products include semiconductors, 
principal materials and components used n P subassemblies purchased from independent 
plastic and metal parts, and «lec«^^(tTas mefal'and plastic parts and circuit 
suppliers. Although most are standard pa. , _ vendors to Apple's specifications. In addition, 
boards are fabricated or assembled by 1 drives and keyboards. Apple strives to qualify 
Apple manufactures certain components sue as ^ subassemblies. Certain components, such as 
multiple sources of supply for all 0 1 s . ingS are obtained from single sources, although the 
power supplies, integrated circuits and plastic ^ avJkble To date> the Company has not experienced 
Company believes other sources for such par s ai^ ^ in material or components, 

any significant production pro > ems o < tion are performed by Apple at its production 

Quality control and final system testing a Qwn computers with specialized software to 
facilities. In the testing process, the Compa y 
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perform diagnostic testing to isolate and identify defective components. As part of the final testing 
process, all systems are subjected to a four day continuous burn-in to provide assurance of electionic 
and mechanical functions. 

Apple anticipates that as it develops more complex products it may be required to use custom 
integrated circuits. There can be no assurance that the required custom circuits will be readily 
available or available from more than one source. 

FCC Regulation 

In October 1979 and April 1980, the Federal Communications Commission ("FCC") adopted 
orders imposing radiofrequency emanation standards on computing equipment. The specifications 
set forth in those regulations are designed to reduce radiofrequency interference with communica­
tions, including television and radio reception. The regulations distinguish between computing devices 
marketed for use primarily in a commercial, industrial or business environment (designated Class A) 
a n d  c o m p u t i n g  d e v i c e s  m a r k e t e d  f o r  u s e  p r i m a r i l y  i n  a  r e s i d e n t i a l  e n v i r o n m e n t  ( d e s i g n a t e d  C l a s s  B ) .  

The Company believes that its Apple II system will be subject to regulations imposed on Class B 
devices. Personal computers classified as Class B devices which are manufactured after January 1, 
1981 must be certificated as being in compliance with the FCC specifications for such devices and be 
appropriately labelled. The Company has completed the engineering design work to modify the 
Apple II system to comply with the regulations and has ordered the necessary parts to permit pro­
duction of the redesigned system by the required January 1, 1981 date. Because the Company was 
uncertain as to its ability to meet this production schedule for the redesigned system, the Company 
filed a request with the FCC for a 90 day extension, which has been granted. If the Company is 
unable to meet its planned modification and production schedule within the extended period, the 
Company could be precluded from selling non-complying products in the United States until such 
modifications are completed. However, the Company does not believe this risk to be significant. 

The Company has been advised that its Apple III computer systems will be classified as Class A 
devices. Class A devices first manufactured prior to October 1, 1981 must meet Class A specifications 
by October 1, 1983. All Class A devices first produced after October 1, 1981 must comply with Class A 
specifications at the time of their manufacture. Since the specifications for Class A devices are less 
strict than the equivalent standards for Class B devices, and since the time in which compliance must 
occur is longer, the Company expects the Apple III to satisfy applicable FCC specifications. 

Research and Development 

The personal computer industry is subject to rapid technological change, and the ability of the 
Company to operate successfully depends upon, among other things, its ability to adapt to such 
change. The Company maintains a continuing program of research and development. This program 
focuses upon the development of personal computer systems to address new markets and applications, 
the development of peripheral accessories and the development of software packages designed to 
further enhance the user's productivity. 

During the fiscal years ended September 30, 1978 and 1979 and September 26, 1980, the 
Company spent approximately $600,000, $3,600,000, and $7,300,000, respectively, for research and 
product development. All of the Company's research and development costs are expensed as incurred. 

Patents and Licenses 

The Company currently holds four U.S. patents and has filed applications for four additional 
U.S. patents relating to certain aspects of the Company's computer and peripheral systems. The 
Company is also seeking patent protection in certain major foreign countries. However, the Company 
believes that the ownership of patents is not presently a significant factor in its business and that 
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its success does not depend on the ownership of patents, but primarily on the innovative skills, 
technical competence and the marketing abilities of its personnel. 

In addition, the Company has a registered trademark in the United States for "Apple", the 
Apple silhouette and the Apple color logo. 

Because of the technological changes in the computer industry with current extensive patent 
coverage and the rapid rate of issuance of new patents, certain components of the Company's 
products may involve infringement of existing patents. If any such infringements do exist, the 
Company believes, based upon industry practice, that any necessary licenses or rights under patents 
may be obtained on terms which would not have a material adverse effect on the Company. The 
Company has entered into a patent cross-licensing agreement with Hewlett-Packard. 

Litigation 

In June 1980, High Technology, Inc., a former distributor of the Company's products which was 
terminated by the Company, filed an action against the Company in the United States District Court 
for the Eastern District of Missouri. High Technology's president and an affiliated company are also 
plaintiffs. The complaint alleges, among other things, violations of federal antitrust laws, breach 
of contract and tortious interference with contractual relationships. The complaint purports to state 
individual but overlapping claims, the largest of which is for $11,750,000 in damages, as well as 
alleging treble damages, punitive damages and claiming attorneys fees and costs. The Company has 
denied the material allegations of the complaint and has counterclaimed for the amount due for goods 
sold and delivered by the Company to High Technology, for breach of the distributorship agreement 
between the Company and High Technology and for tortious interference with the Company s busi­
ness relationships with dealers. 

The Company is also a defendant in an action filed in May 1980 and currently pending in the 
United States EKstrict Court for the Western District of Washington brought by Omega North­
west, Inc., another terminated distributor of the Company's products. The complaint alleges breach 
of contract, violations of the Washington Franchise Investment Protection Act and state antitrust 
law and defamation. Omega seeks treble damages in an unspecified amount, equitable relief and 
attorneys' fees and costs. The Company has answered the complaint denying its material allegations 
and has counterclaimed for Omega's unpaid indebtedness to the Company and for fraud The 
Company will be filing a motion to dismiss and for summary judgment on all but the defamation claim. 

Discovery in both of these legal actions is at an early stage. Based upon the proceedings which 
have taken place to date and upon review of the Company's records, and discussion with Company 
personnel, the Company and its special litigation counsel, Fenwick, Stone, Davis & West are of the 
opinion that there is no substantial likelihood that the plaintiffs in either case will establish a material 
liability of the Company on any of the claims asserted. 

Employees 
At September 26, 1980, the Company employed approximately 1,015 full time employees, including 

198 in marketing and sales; 152 in research, product development and related engineering; 558 in 
manufacturing; and 107 in general management and administration. 

Many of the Company's employees are highly skilled, and the Company's continued success 
will depend in part on its ability to attract and retain such employees, who are in great demand. 
At times the Company, along with most other computer manufacturers, experiences difficulty in 
hiring and retaining experienced personnel. 

The Company has never had a work stoppage and no domestic employees are represented by a 
labor organization. The Company's production employees in County Cork, Ireland are represented by 
the Irish Transport and General Workers' Union. The Company considers its employee relations to 

be good. 
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Property 

The following table sets forth information concerning the Company's principal facilities: 

Location Square Feet Lease Expiration 

Manufacturing 
Cupertino, CA (3 locations) 69,100 11/83 to 6/89 
San Jose, CA 34,640 5/86 
Sunnyvale, CA (2 locations) 46,717 3/81 to 6/85 
Garden Grove, CA 20,680 8/84 
Newburv Park, CA 6,490 8/83 
Carrollton, TX . . 100,000 7/85 
County Cork, Ireland . . 41,500 Owned 

321,127 
Distribution 

321,127 

Sunnyvale, CA . . . . 31,000 12/82 
Irvine, CA . . . 31,645 8/86 
Charlotte, NC 29,160 9/85 
Carrollton, TX . . 39,388 7/85 
Zeist, Netherlands ... 29,329 5/81 

Administration and Research and Development 
160,522 

Administration and Research and Development 
160,522 

Cupertino, CA (7 locations) 103,314 12/80 to 12/90 
Cupertino, CA Owned 

106,314 

In addition the Company leases facilities aggregating approximately 20,000 square feet for 
regional sales offices. See Note 7 of Notes to Consolidated Financial Statements for information 
regarding the Company's obligations under leases. 

nJ,he ComPany ^s commenced expansion of its Ireland facility to include an additional 
Too, ^qUrre manufacturing space, with construction anticipated to be completed in Julv 

. The Company also intends to lease additional office facilities aggregating approximately 130,000 
square feet in Cupertino, California, which are currently under construction and anticipated to 
be completed in August 1981. 

The Company presently utilizes approximately 60% of its manufacturing space capacity. Manu­
facturing and production operations utilize one work shift a day, five days a week. The Company 
beheves that its existing facilities and equipment are well maintained, in good operating condition 
and adequate for its present level of operations. 
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MANAGEMENT 
Executive Officers and Directors 

1 he executive officers and directors of the Company and their ages are as follows: 
Name Position Age 

A. C. Markkula, Jr Chairman of the Board and Executive Vice 38 
President 

Steven P. Jobs Vice Chairman of the Board and Vice President 25 
Michael M. Scott President, Chief Executive Officer and Director 37 
Ann S. Bowers Vice President—Human Resources 42 
Carl H. Carlson Executive Vice President—Operations 52 
Gene P. Carter Vice President—Sales 46 
John D. Couch Vice President 33 
Albert A. Eisenstat Vice President, General Counsel and Secretary 50 
Frederick M. Hoar Vice President—Corporate Communications 54 
Frederick Rodney Holt . Vice President 46 
Thomas M. Whitney Executive Vice President 41 
Stephen G. Wozniak Vice President 30 
Kenneth R. Zerbe Executive Vice President—Finance and 45 

Administration 
Peter O. Crisp" Director 48 
Arthur Rock" Director 54 
Philip S. Schlein" Director 46 
Henry E. Singleton" Director 63 

"Member of Audit Committee and Compensation Committee. 

All directors hold office until the annual meeting of shareholders of the Company next following 
their election, or until their successors have been elected and qualified. Officers serve at the discre­
tion of the Board of Directors. Pursuant to the requirements of a common stock purchase agreement 
entered into by the Company in January 1978, Mr. Crisp was appointed as a director in substitution 
for Mr. Henry S. Smith in October 1980. See "Certain Transactions". The Company has entered into 
an employment agreement with Carl H. Carlson which expires in September 1981. 

There are no family relationships between any directors or executive officers of the Company. 

Mr. Markkula has been a director since March 1977 and has served as Chairman of the Board 
of Directors since May 1977. In addition, he served as Vice President—Marketing from May 
1977 through June 1980, and was promoted to Executive Vice President in June 1980. From 1971 
to December 1976, he was Marketing Manager at Intel Corporation, a manufacturer of integrated 
circuits. 

Mr. Jobs, a co-founder of the Company, has served as Vice Chairman of the Board since August 
1979 and as Vice President since May 1977, and has been a director since March 1977. Prior to that 
time, he worked as an engineer for two years with Atari, Inc., a computer games manufacturer. 

Mr. Scott has served as President since May 1977 and as a director since January 1978. From 
1972 to January 1977, he was a director of manufacturing at National Semiconductor Corporation, a 
manufacturer of integrated circuits and computers. 

Ms. Bowers joined the Company in July 1980 as Vice President—Human Resources. From 
October 1976 through June 1980, she served as an independent personnel management consultant 
to high technology growth firms. Prior to that time she served as Director of Personnel at Intel 
Corporation for over six years. 

Mr. Carlson joined the Company in September 1979 as Vice President—Operations and was 
promoted to Executive Vice President—Operations in June 1980. From September 1978 until his 
employment by the Company, he was President and a director of Basic Manufacturing, Inc., a 
subsidiary of BTI Computer Systems, a mini-computer manufacturer. Prior to that time, he was Vice 
President of Computer Automation, Inc., a manufacturer of mini-computers, for approximately 
three years. 
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Mr. Carter joined the Company in August 1977 as National Sales Manager and in December 1978 
was elected Vice President—Sales. Prior to that time he was Director of Microprocessor Marketing 
at National Semiconductor Corporation. 

Mr. Couch joined the Company as Product Manager in October 1978 and was promoted to 
Vice President in April 1979. For more than five years prior to that time he held various engineering 
management positions at Hewlett-Packard Company, a manufacturer of business computers, during 
which time he was responsible for software development for the HP-3000 family of computers. 

Mr. Eisenstat joined the Company in July 1980 as Vice President and General Counsel and has also 
served as Secretary of the Company since September 1980. From December 1978 to July 1980, he was 
Senior Vice President of Bradford National Corporation, a computer services firm serving the banking, 
securities, and health care industries. From December 1974 through December 1978, he was Vice Presi­
dent and Corporate Counsel of Tymshare, Inc., an international computer timesharing and services 
company. In both of these positions, Mr. Eisenstat was responsible for legal and administrative duties. 

Mr. Hoar joined the Company in July 1980 as Vice President—Corporate Communications. 
From March 1980 until his employment with the Company, he was Vice President—Public Affairs 
and Communications at Syntex Corporation, a pharmaceutical company. For more than five years prior 
to that time he was Vice President—Communications for Fairchild Camera & Instrument Corporation, a 
semiconductor manufacturer. 

Mr. Holt joined the Company as an engineer in February 1977 and became Vice President-
Engineering m March 1978. From January 1976 until January 1977, Mr. Holt was a senior project 
engineer with Atari, Inc. From January 1975 until January 1976, he was a senior project engineer 
tor Coherent, Inc., a laser optics firm. 

1Q74Dl' Whitney i0i"ed the ComPany in October 1978 as an Executive Vice President. From July 
1974 to October 1978, he was Engineering Manager for various divisions of Hewlett-Packard 
Company. In this position, he was in charge of managing hardware and software products 
development. 

Mr. Wozniak, a co-founder of the Company, has served as Vice President since March 1977 
was Secretary of the Company from March 1977 to September 1980 and was a director of the Com­
pany from March 1977 to January 1978. Prior to that time, he had been an engineer for Hewlett-
Packard Company for three years. 

Mr. Zerbe joined the Company in April 1979 as Vice President—Finance and Administration 
and served m that position until June 1980, at which time he was promoted to Executive Vice 
President—Finance and Administration. From April 1976 to April 1979, he was Senior Vice Presi-
ent of Finance and Administration for American Microsystems, Inc., a manufacturer of semicon-
uctors. Prior to that time, he was Senior Vice President of Finance at Fisher and Porter Co. a 

manufacturer of electronic process instrumentation. 

Mr. Crisp was appointed to the Board of Directors in October 1980. Since 1969 Mr Crisn has 
been a general partner of Venrock Associates, a limited partnership that invests in technology-based 

mpanies. See Certain Transactions . Mr. Crisp is also a director of Crum and Forster Eastern Air 
Lines, Inc., Evans & Sutherland Computer Corp., Itek Corporation and Thermo Electron Corporation. 

Mr. Rock was appointed to the Board of Directors in October 1980 and was one of the early 
investors m the Company. He has been the general partner of Arthur Rock & Associates a venture 
capital concern, since 1969 and a limited partner of Hambrecht & Quist, one of the Representatives 
of the Underwriters, since January 1980. Mr. Rock is also a director of Intel Corporation and Teledyne 
Inc. See Certain Transactions and "Underwriters". 

Chief Extntte Offl aPP°;T/ t0 to1Bf°ard °f Directors in June 1979. He has been President and 
c m ,Cer yS CaIlfornia> a division of R. H. Macy & Co. Inc. since Tanuarv 

1974. Mr. Schlein is also a director of that corporation. 
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Dr. Singleton was appointed to the Board of Directors in October 1978. He has been Chairman 
of the Board and Chief Executive Officer of Teledyne, Inc., an insurance and electronics company, 
for twenty years and also serves as a director of Unicoa Corp., a publicly-held subsidiary of 
Teledyne, Inc. 

Remuneration 
The following table sets forth certain information as to each of the five most highly compen­

sated executive officers or directors of the Company whose aggregate direct remuneration exceeded 
$50,000, and as to all officers and directors as a group, during the fiscal year ended September 
26, 1980. Cash and Cash Equivalent 

Remuneration 
Salaries Securities and 

Individuals or Capacities in and Personal 
Persons in Group Which Served Bonuses(l) Benefits(2j 

Michael M. Scott President and Chief $ 135,182 $ 12,362 
Executive Officer 

Gene P. Carter Vice President—Sales 80,091 206,895 
John D. Couch Vice President 81,253 046,73 
Frederick Rodney Holt Vice President 78,554 q 

Thomas M. Whitney Executive Vice President 104,750 2,342,819 

All Officers and Directors as a group $3,419,703(3) 
(16 persons) • ' 

(1) Includes bonuses paid in January 1980 for services rendered in the fiscal year ended Septem­
ber 30, 1979 and bonuses accrued for all officers and directors as a group during the fiscal year 
ended September 26 1980. Such accrued bonuses have not been allocated among participants 
in the bonus plan and therefore are not included in the individual amounts shown in the table. 
See "Key Emplovee Bonus Plan . 

(2) Includes (i) automobile allowances; (ii) $3,272,488 representing the difference between the 
exercise price of options exercised by certain officers during fiscal 1980 and the fair value on 
the date of exercise; and (iii) $106,464 representing the difference between the rate of 
interest on certain officers' and directors' notes to the Company and the average rate of interest 
(12.4%) at which the Company borrowed money in fiscal 1980. 

(3) Includes benefits paid to a former director who resigned in October 1980. 

See "Certain Transactions" for information concerning indebtedness of certain officers to the 

Company. 

Key Employee Bonus Plan 
The Board of Directors of the Company has adopted a bonus plan for management for t le 

the maximum dollar amount bonus, ^ maximum bonus determined pursuant to the weighted 
is automatically awaidcd , , , ,. discretion of the president. The remaining 10% of 
formula, and the renaming 30% is awa ded at the not included 

the total bonus pool is -a.lablefor in effect eaeh of Apple's two 

primfi7f?e7.rio&cal 1980, an aggregate of $554,000 was available as a bonus pool for d,s-

tribution under the plan. 
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Profit Participation Plan 
The Company adopted a Profit Participation Plan for fiscal 1980 under which distributions are 

made by the Company to employees in amounts of up to an aggregate of three percent of pre-tax 
earnings, depending upon the Company's pre-tax profits for each calendar quarter, before adjustment 
for certain items. Distributions under the Profit Participation Plan are made by the Company on a 
quarterly basis within 30 days after the end of the quarter and are allocated among eligible 
participants in the proportion that their base salary for the quarter bears to the aggregate of all 
base salaries of participating employees in that quarter. All persons employed on a regular basis 
for at least 30 hours per week with a minimum of six months of service with the Company, with 
the exception of corporate officers and directors of operations, are eligible to participate in the Profit 
Participation Plan. For fiscal 1980, approximately $379,000 was provided under the Profit Partici­
pation Plan. 

Stock Option Plans 
The Company had a 1978 Stock Option Plan (the "1978 Option Plan") which was terminated 

by the Board in December 1979. In addition, the Company has a 1980 Stock Option Plan (the "1980 
Option Plan"), adopted by the Board of Directors and approved by the shareholders in December 
1979, under which a total of 3,200,000 shares of Common Stock were reserved for issuance, and a 
1981 Stock Option Plan (the "1981 Option Plan"), adopted by the Board of Directors in October 
1980 and approved by the shareholders in November 1980, under which 1,500,000 shares of Common 
Stock are reserved for issuance. Each of these plans is administered by the Board of Directors, 
which has authority to determine optionees, the number of shares to be covered by each option, 
the time at which each option is exercisable, the exercise price of the options granted, the method 
of payment and certain other terms of the options. The exercise prices of options granted under the 
1978 Option Plan and 1980 Option Plan have been determined by the Board to be not less than 
the fair value of the shares at the respective dates of grant. The 1981 Option Plan provides that 
the exercise prices of options granted thereunder shall not be less than the fair market value of the 
shares at the date of grant, as determined by the Board. Any options which are cancelled or not 
exercised within the option period become available for future grants. As of November 30, 1980, 
options to purchase a total of 5,652,600 shares were outstanding to employees under the Company's 
stock option plans. No options have been granted under the 1981 Option Plan. 

The following table sets forth information as to all options to purchase Common Stock under 
the stock option plans which were granted to or exercised by certain officers and all officers and 
directors as a group during the fiscal year ended September 26, 1980, and information as to unexer­
cised options held by such persons as of November 30, 1980. 

All Directors 
and Officers 

Gene P. John D. F. Rodney Thomas M. as a Group 
Carter Couch Holt Whitney (7 Persons) 

Options Granted: 
Number of shares — — — 160,000 435,000 
Average exercise price per share — — — $1.31 $2.78 

Options Exercised: 
Number of shares 160,000 320,000 106,656 1,120,000 1,906,656 
Aggregate purchase price $ 15,000 $127,500 $ 19,998 $ 300,000 $ 724,998 
Aggregate fair value on date of 

exercise $210,000 $765,000 $139,986 $2,620,000 $3,997,486 
Unexercised Options: 

Number of shares — — 106,688 — 481,688 
Average exercise price per share ... — — $.19 — $2.39 

See "Shares Eligible for Future Sale" and "Description of Securities—Outstanding Registration 
Rights" for information concerning the registration of shares reserved under the stock option plans. 
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Employee Stock Purchase Plan 

The Company's Employee Stock Purchase Plan (the "Purchase Plan") was adopted by the 
nm mn ° ~ 19?° and aPProved by the shareholders in November 1980. A total of 

1,1 ),(00 shares of Common Stock are reserved for issuance under the Purchase Plan. The Purchase 
lan, which is intended to qualify under Section 423 of the Internal Revenue Code of 1954, as 

amended, is implemented by one offering during each six-month period and is administered by the 
Board of Directors of the Company or by a committee appointed by the Board. Employees are eligible 
to participate if they are customarily employed by the Company for at least 20 hours per week and 
more than five months per year. The Purchase Plan permits eligible employees to purchase Common 
Stock through payroll deductions (which may not exceed 10% of an employee's compensation) at the 
lower of 85% of the fair market value of the Common Stock as determined by the Board of Directors at 
the beginning or at the end of each six-month offering period. Employees may end their participation 
in the offering at any time during the offering period and participation ends automatically on 
termination of employment with the Company. To date, no shares have been offered or sold to 
employees pursuant to the Purchase Plan. 

Key Employee Stock Purchase Plan 

In December 1979, the Board of Directors and shareholders of the Company adopted a Key 
Employee Stock Purchase Plan which was terminated by the Board of Directors in October 1980. 
A total of 800,000 shares of Common Stock was initially reserved for issuance under the plan, of 
which 798,000 shares have been issued. Consideration for the shares, which were sold at fair value 
as determined by the Board of Directors, was payable in cash or by a promissory note. The purchase 
agreements under the plan provide the Company with an option to repurchase the shares at the 
original sales price in the event of termination of the participants' employment within specified 
time periods. 

1980 Stock Option Financial Assistance Program 
In December 1979, the Board of Directors and shareholders adopted a Financial Assistance 

Program for the purpose of assisting optionees under the stock option plans of the Company in 
acquiring shares by providing loan guarantees of bank loans to such optionees. Optionees holding 
options exercisable during calendar year 1980 are eligible for participation in the program. The 
Company will provide a guaranty to the bank in an amount not to exceed the aggregate purchase price 
of the shares plus 23% of the difference between the aggregate purchase price of the shares and their 
market price on the date of exercise, as determined by the Board of Directors. The shares issued 
upon exercise of the option must be pledged to the Company as collateral to secure its guaranty. 
The aggregate amount to be guaranteed by the Company pursuant to the program shall not exceed 
$8,000,000. At November 30, 1980 the Company had outstanding guarantees of approximately 
$3,899,585 under the program, representing the outstanding amount on loans made to 101 optionees 
for the purchase of an aggregate of 2,331,423 shares of the Company's Common Stock upon the exercise 
of the options. Messrs. Carter, Couch and Whitney are the only officers currently participating in this 
program. This plan was terminated by the Board of Directors, effective at the end of November 1980. 

CERTAIN TRANSACTIONS 
Steven P. Jobs, Stephen G. Wozniak and A. C. Markkula, Jr. may be considered "promoters" 

of the Company within the meaning of the rules and regulations promulgated under the Securities 
Act of 1933, as amended. In March 1977 the Company sold and issued to Messrs. Jobs and Wozniak 
8,320,000 shares of Common Stock each for an aggregate purchase price of $2,654.48 each; and in 
November 1977 the Company sold and issued 8,320,000 shares of Common Stock to Mr. Maikkula 
for $91,000. The shares issued to Mr. Markkula were paid for in cash. The shares issued to Messrs. Jobs 
and Wozniak were issued in exchange for certain designs and assets relating to Apple s first products, 
which were valued at their then current value by Messrs. Jobs, Wozniak and Markkula acting in 
their capacities as directors of the Company. 

25 



In a private placement in January 1978 the Company sold an aggregate of 5,520,000 shares of 
Common Stock at a purchase price of $.09 per share for an aggregate purchase price of $517,500 to 
a group of private investors. Of these shares, 640,000 were purchased by Mr. Arthur Rock, a director 
of the Company, and 3,200,000 were purchased by Venrock Associates, a venture capital limited 
partnership of which Mr. Henry S. Smith, a former director of the Company, and Mr. Peter O. Crisp, 
a director of the Company, are general partners. Mr. Smith and his successor, Mr. Crisp, were elected 
to the Board of Directors pursuant to a common stock purchase agreement and related letter agree­
ment with certain major shareholders executed in connection with such private placement, which 
documents provide that, so long as Venrock Associates is a holder of at least 5% of the outstanding 
shares of Common Stock of the Company, at least one person nominated by Venrock Associates is to 
be elected to the Board. In addition, Venrock Associates purchased 22,222 shares of Preferred Stock, 
Series A, from the Company in a private placement in September 1978 at a purchase price of $9.00 
per share for an aggregate purchase price of $199,998. These shares were subsequently converted, in 
accordance with their terms, into 711,104 shares of Common Stock (giving effect to subsequent stock 
splits). 

The following table sets forth the number of shares of Common Stock which were sold to and 
the price paid therefor by officers and directors of the Company other than the promoters: 

XT Price per Date of 
e Shares Share Purchase 

Michael M. Scott 1,280,000 $ .01 11/77 
^ , 1,920,000 .09(1) 8/78 
Carl H. Carlson 200,000(2) 1.31(1) 10/79 

100,000(2) 1.31(1) 10/80 
Gene P. Carter 160,000 .09 6/78 

160,000(2) .09 1/79 
40,000(4) 1.31(5) 12/79 

160,000(2) .09(3) 2/80 
160,000(2) .09(3) 11/80 

John D. Couch 80.000(2) .09(1) 10/78 
80,000(2) .09(3) 2/80 

160,000(2) .09(1) 4/80 
... t 80,000(2) 1.31(1) 4/80 
Albert A. Eisenstat 160,000(4) 2.75(1) 7/80 
Frederick Rodney Holt 800,000 .01 11/77 

960,000 .09(1) 8/78 
106,656(2) .19(3) 2/80 

T, w,.f 106,656(2) .19 H/80 
Thomas Whitney 320,000(2) .09(1) 10/78 

320,000(2) .09(3) 2/80 
640,000(2) .09(1) 4/80 

y R 7 , 160,000(2) 1.31(1) 4/80 
Kenneth R. Zerbe 800,000 .31 1 5/79 

. , „ , 100,000(4) 2.75(1) 7/80 
Arthur Rock 640,000 09 1/78 
Philip S. Schlein 32.000 .31 7/79 

„ p c- 1 , 80,000(4) 2.75(6) 4/80 
Henry E. Singleton 1,120,000 .09 9/78 

80,000(4) 2.75(6) 4/80 
(1) Payment was made by a 6% promissory note due five years from its date and secured by the 

shares purchased. 
(2) Represents shares issued upon exercise of options under the Company's stock option plans 
(3) Payment was made with the proceeds of a bank loan guaranteed bv the Company. 
(4) Represents shares purchased under the 1980 Key Employee Stock Purchase Plan. See "Manage­

ment—Key Employee Stock Purchase Plan". 
(5) Payment was made by a 7% promissory note due five years from its date and secured by the 

shares purchased. 
(6) Payment was made by a 7% promissory note due four years from its date and secured by the 

shares purchased. 
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The purchase price for the shares sold in each of the foregoing transactions was equal to the 
fair value of the shares at the respective dates of sale or option grant, as determined by the Com­
pany's Board of Directors. 

Of the amounts payable by officers and directors of the Company with respect to the notes 
described in the table, Messrs. Carlson, Couch, Whitney and Zerbe have repaid $7,875, $1,500, $1,875 
and $50,000, respectively, and Mr. Scott has repaid all of his notes in full. At November 1, 1980, all 
other amounts described in the foregoing table remained outstanding. Also, Messrs. Carter, Couch, 
Holt and Whitney were extended loans in an aggregate amount of $563,020 during fiscal 1980 by a 
bank under the 1980 Stock Option Financial Assistance Program, repayment of which was guaranteed 
by the Company. Mr. Holt has subsequently repaid this note in full. See "Management—1980 Stock 
Option Financial Assistance Program". 

During fiscal 1979, the Company extended a $100,000 cash loan to Kenneth R. Zerbe at an 
interest rate of 6%. This loan was repaid prior to September 26, 1980. In addition, the Company 
extended loans during fiscal 1980 and 1981 in aggregate amounts of $443,900, $124,200, and $107,812 at 
an interest rate of 6% to Thomas Whitney, John Couch, and Carl Carlson, respectively, for tax payment 
purposes. 

It is the current policy of the management of the Company that the Company not extend or 
guarantee loans or accept notes from officers, directors or employees of the Company m connection 
with the purchase of shares of the Company or the payment of tax liabilities associated therewith 
without the approval of a majority of the disinterested, outside members of the Board of Directors. 
Such policy will be in effect for at least two years from the date hereof. 

On August 6 1980, Hambrecht & Quist, one of the Representatives of the Underwriters, purchased 
for its own account and the account of certain of its affiliates 40,000 shares of the Company s Common 
Stock from an employee of the Company at $5.44 per share for an aggr<3gate purchase pnoeof 
$217 600. The $5.44 per share purchase price was arrived at as a result of aim s eng g 
between the parties. Mr. Rock, a director of the Company, is a limited partner of Hambrecht & 

Quist. See "Underwriters". 

CERTAIN SHAREHOLDERS 

The following table sets forth information, as of November 30, 1980, with respect to all share­
holders known bv the Company to be the beneficial owners of more than 5% of its outstanding 
Common Stock and share ownership by directors and by all officers and directors as a group. 

Shares of Common Stock 
Beneficially Owned 

Number of Percent of 
. . .  i  S h a r e s  Total 

— 2  7 ( , %  

Venrock Associates 
30 Rockefeller Plaza 
NeWI°'\NY 7,542.448 15.0 

S,TJ'.°IS , A 7,029,448(1) 14.0 
A. C. Markka a, Jr. 3,989,231(2 ) 7.9 

WW) M 
Michael M, Scott 3,801,822(4 ) 7.6 
PetW°;CcnSP1, 1,200,000 2.4 
Henry E. Singleton u 

»,rtl"rc : m-m 02 Philip S. Schlein 
All Officers and Directors as a group (17 persons) 32,026,443(6)(7 ) 63.8 

( See footnotes on following page) 
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( Footnotes from preceding page) 

(1) Includes (i) 6,971,095 shares held of record by Armas Clifford Markkula and Linda Kathryn 
Markkula, Trustees of the Arlin Trust U/D/T dated May 29, 1980, which shares are beneficially 
owned by Mr. Markkula, and (ii) 58,353 shares held of record by trusts for the benefit of Mr. 
Markkula's wife and minor children, as to which he disclaims beneficial ownership. 

(2) Excludes (i) 1,248,000 shares held of record by Mr. Wozniak's wife, from whom he is separated, 
and (ii) an aggregate of 128,000 shares held of record by Mr. Wozniak's parents and siblings. 
Mr. Wozniak disclaims beneficial ownership of these shares. 

(3) Excludes 100,000 shares to be sold by Mr. Scott. See footnote (7). 

(4) Represents shares held of record by Venrock Associates, a venture capital limited partnership. As a 
general partner of Venrock Associates, Mr. Crisp may be deemed to share voting and investment 
power as to all of such shares. 

(5) Includes 12,800 shares held of record by the Marie R. Getchel Trust, for which Mr. Rock acts 
as trustee and exercises voting and investment power. 

(6) Includes (i) 2,250 shares held of record by Mr. Couch's children, as to which shares he disclaims 
beneficial ownership; (ii) 101,540 shares held by a trustee in an irrevocable trust for Mr. Holt; 
(iii) 100,000 shares held by Mr. Carlson and his wife as trustee for a trust for their benefit; 
and (iv) 4,000 shares held of record by Mr. Whitney's children, as to which shares he dis­
claims beneficial ownership. Excludes 119,944 shares owned by Mr. Henry S. Smith, a former 
director of the Company who resigned in October 1980. 

(7) Excludes 100,000, 150,000, 50,000 and 50,000 shares to be sold by Messrs. Scott, Carlson, Zerbe 
and Carter, respectively, to an individual investor, Mr. Charles O. Finley, and a company 
affiliated with Mr. Finley in private transactions pursuant to agreements entered into in November 
1980. The investors represented that the shares are being acquired for investment. The closings for 
such sales are to take place on or by the fifth business day following the date of this Prospectus 
at a price per share equal to the public offering price less 15%. These shares were sold by 
the aforementioned officers in reliance upon the "private placement" exemption under the Act 
and are consequently subject to the restrictions upon resale applicable to privately placed 
securities thereunder. 

As indicated in footnote (7) to the table set forth above, four officers of the Company are selling 
an aggregate of 350,000 shares to Mr. Charles O. Finley and his affiliated company. These officers 
have agreed to sell these shares principally to raise cash to pay income taxes and to diversify their 
investments. In the course of entering into these agreements, Mr. Finley requested assistance in obtain­
ing from the Underwriters allocations of the shares offered hereby. Messrs. Scott and Zerbe subse­
quently wrote letters to Morgan Stanley & Co. Incorporated ("Morgan Stanley"), one of the Repre­
sentatives of the Underwriters, requesting that Morgan Stanley attempt to accommodate Mr. Finley to 
the extent consistent with Morgan Stanley's business practices and applicable law. Morgan Stanley 
declined to afford Mr. Finley any special consideration in the public offering of the shares offered 
hereby. An attorney representing Mr. Finley and his affiliated company has threatened to sue Messrs. 
Scott, Zerbe and Carlson on behalf of these prospective purchasers for allegedly failing to use their 
best efforts and good offices to assist them in obtaining a substantial block of the shares offered hereby. 

By virtue of their beneficial ownership of 15.0%, 14.0% and 5.6% of the outstanding shares of 
Common Stock, respectively, and positions with the Company (See "Management—Executive Officers 
and Directors"), Messrs. Jobs, Markkula and Scott may be deemed to be "parents" of the Company 
within the meaning of the rules and regulations promulgated under the Securities Act of 1933, as 
amended. 
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SELLING SHAREHOLDERS 
The following table sets forth information, as of November 30, 1980, with respect to the bene­

ficial ownership of the Company's Common Stock by Selling Shareholders: 
Shares Owned Shares to Shares to Be Owned After Sale 

Name or Identity of Group Number Percent BeSold Number rercent(l) 

Broventure Company, Inc. 200,000 .4% 5,000 195,000 . o 

Cvtu;;eC™p"°ra.io„ 1,792.000 3.6 224,000 1,568,000 2.9 

240,000 .5 40,000 200 000 .4 
First Century Partnership 380,952 .8 100,000 280,952 
Hellman Gal Investment 100,000 500,000 .9 

Associates 'l 51000 311,864 .6 
Ilixon Venture Company 362,864 . ^ 720,000 L3 
Xerox Corporation 8(JU,UU» jLP ?—- - no/ 

Total 4,375,816 87% 600,000 3,775,816 7£% 

TTTTumiug no exercise of .he over-ello.men, option .0 purchase up to an aggregate of 400,000 

shares from the Company. 
r tiom Qmllimr Shareholders is a private limited investment 

partnelip^'wl,kh Smith Barney UpluamT Co. 

380,9o2 shares of Common Stock the p I P n,irchase price of $1.3125 per share for an 
dated August 9, 1979. Such shares were acquired at a purchase . o j I of the Com-

aggregate of 6499,999.50 in . 'JX. directors of the Company, 
pany and nine selling shareholders, some or 

DESCRIPTION OF SECURITIES 
1 • A -Hi clock consists of 160,000,000 shares of Common Stock and The Company's authorized capital stock consists 01 

5,000,000 shares of Preferred Stock. 

Common Stock ... one vote per share on all matters to be 
Holders of shares of Common toe are entitied to cumulate their votes in the election 

voted on by shareholders, except that bokle dividends, if any, as may 
of directors. The holders of Common cre,io„ from (unds fegally avail 
be declared from time to time y 16 , . , . r holders of the Preferred Stock, if any (see 
able therefor and subject to the prior Avjdend ^ ̂  ^ of 

"Dividends"). Upon liquidation orr i s s o  u ion^ of Common Stock arc entitled to receive pro 
the holders of the Preferred Stock,1 dls'tribution to shareholders. The Common Stock has no pro­
rata all assets remaining available ^ ̂  ̂  ̂  conversion rights or redemption or sinking fund 
emptive or other subscription n, , outstanding shares of Common Stock are fully paid 
provisions with rcspec,:«•-**« £££ o«sUnd,n& ^ upon iomp,eti„ of this 

and nonassessable, and the she 
offering will be fully paid and nonassessable. 

Preferred Stock t0 5 000,000 shares of Preferred Stock, none of which 
The Company is authorized to ss authorized to determine the dividend rights, 

is presently outstanding. The o ^ riiihts and terms of redemption, liquidation prefei-
dividend rate, conversion rights, \o 11 ^ rf)f preferred Stock, the number of shares constituting any 
ences and sinking fund terms on any se. ^es Comnanv has 110 present plans to issue any such shaies. 
such series and the designation thereof. Ihc Compa y 
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Outstanding Registration Rights 

The holders of an aggregate of 11,736,248 shares of Common Stock, at September 26, 1980, sold 
by the Company pursuant to Common Stock Purchase Agreements dated January 31, 19i<S and 
August 9, 1979, and Common Stock issued upon conversion of Preferred Stock, Series A, sold by the 
Company pursuant to Preferred Stock Purchase Agreements dated August 25, 19 iS and September 6, 
1978, or their transferees (collectively, the "Holders") are entitled to certain rights with respect to 
the registration thereof under the Securities Act of 1933, as amended (the "Act ). Such Holders may 
request that the Company file a registration statement under the Act with respect to such Common 
Stock, and the Company shall use its best efforts to effect such registration, provided that the aggre­
gate proposed offering price of the shares proposed to be registered is at least $4 million for the first 
registration of securities by the Company and $3 million for subsequent registrations, or the number of 
shares proposed to be registered is 3,200,000 shares, and subject to certain other conditions. The 
original purchasers under the four agreements have the sole and exclusive right to request the first 
such demand registration and the Company is only required to effect two such registrations. Further­
more, whenever the Company proposes to register any of its securities under the Act either for its own 
account or on account of other security holders exercising certain registration rights, the Company is 
required, each such time, to notify each Holder of the proposed registration, and include all Common 
Stock which such Holder may request to be included in such registration; provided, among other 
things, that the Company has the right to limit the number of such shares being registered according 
to a certain schedule. 

Holders of (i) options which have been granted under the 1978 Stock Option Plan or the 
1980 Stock Option Plan and which are exercisable and (ii) Common Stock of the Company issued 
upon exercise of such options (collectively, the "Option Shares") are entitled to certain registra­
tion rights pursuant to the Option Agreements entered into with the Company. All expenses of such 
registrations are to be borne by the Company with the exception of transfer taxes, brokerage fees and 
other costs incurred directly by the optionee. The Company intends to file a registration statement 
on Form S-l to register the issuance of shares of Common Stock to employees upon exercise of stock 
options issued under the Company's stock option plans. Such registration statement is expected to 
become effective shortly after the date of this Prospectus. Shares of Common Stock issued upon the 
exercise of stock options after the effective date of such registration statement will generally be freely 
tradable without any further registration requirement. 

Subject to market conditions and other factors, the Company may file another registration state­
ment on a date not less than four months after the date of this Prospectus covering the sale of such 
amount of the Option Shares as may be requested by the holders. The Company has agreed that the 
number of such Option Shares included in such registration statement will not exceed 500,000 shares 
without the written consent of Morgan Stanley & Co. Incorporated and Hambrecht & Quist as to the 
amount and method of offering. 

Transfer Agent and Registrar 

The First National Bank of Boston is the Transfer Agent and Registrar of the Company's Common 
Stock. 

Reports to Shareholders 

The Company intends to furnish its shareholders with annual reports containing audited financial 
statements and to distribute quarterly reports containing unaudited financial information for the 
first three quarters of each fiscal year. 
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UNDERWRITERS 

Under the terms and subject to the conditions contained in an Underwriting Agreement dated 
the date hereof, the Underwriters named below have severally agreed to purchase, and the Company 
and the Selling Shareholders have severally agreed to sell to them, shares of the Company s Common 
Stock which in the aggregate equal the number of shares set forth opposite the name of such 
Underwriter below. 

Number of 
Name Shares 

Morgan Stanley & Co. Incorporated 725,250 
Hambrecht & Quist 725,250 
ABD Securities Corporation 17,500 
Advest, Inc 17,500 
Algemene Bank Nederland N.V 17,500 
Arnhold and S. Bleichroeder, Inc 17,500 
Associated European Capital Corporation 4,100 
Atlantic Capital Corporation 34,700 
Bache Halsey Stuart Shields Incorporated 71,500 
Bacon, Whipple & Co 34,700 
Baer Securities Corporation 4,100 
Robert W. Baird & Co. Incorporated 34,700 
Baker, Watts & Co 4>100 

Banque Nationale de Paris 17,500 
Baring Brothers & Co., Limited 4,100 
Basle Securities Corporation 34,700 
Bateman Eichler, Hill Richards Incorporated 34,700 
George K. Baum & Company, Incorporated 4,100 
Bear, Stearns & Co 71,500 
Sanford C. Bernstein & Co., Inc 17,500 
William Blair & Company 34,700 
Blunt Ellis & Loewi Incorporated 17,500 
Blyth Eastman Paine Webber Incorporated 71,500 
Boettcher & Company 17,500 
J. C. Bradford & Co., Incorporated 17,500 
Brean Murray, Foster Securities Inc 4,100 
Alex. Brown & Sons 34,700 
Bruns, Nordeman, Rea & Co 4,100 
Burgess & Leith Incorporated 4,100 
Cazenove Incorporated 8,150 
The Chicago Corporation 8,150 
Collett & Company, Inc 4,100 
County Bank Limited 17,500 
Cowen & Co 8-l5<) 

Craigie Incorporated 4,100 
Credit Commercial de France 17,500 
Crowell, Weedon & Co 17,500 
Dain Bosworth Incorporated 34,700 
Daiwa Securities America Inc 1' >500 
Dataquest Securities, Incorporated 4,100 
Davenport & Co. of Virginia, Inc 4,100 
Davis, Skaggs & Co., Inc 4,100 
R. G. Dickinson & Co U()0 

Dillon, Read & Co. Inc 71,500 
Dominion Securities Inc 8,150 
Donaldson, Lufkin & Jenrette Securities 

Corporation 7i,5UU 
Drexel Burnham Lambert Incorporated ... 71,500 
F. Eberstadt & Co., Inc 34,700 
A. G. Edwards & Sons, Inc 34,700 
Elkins & Co 8,150 

Number of 
Name Shares 

Eppler, Guerin & Turner, Inc 17,500 
EuroPartners Securities Corporation 17,500 
Fahnestock & Co 8,150 
Ferris & Company, Incorporated 4,100 
The First Boston Corporation 71,500 
First Harlem Securities Corporation 4,100 
First Manhattan Co 4,100 
First of Michigan Corporation 17,500 
First Southwest Company 4,100 
Robert Fleming Incorporated 17,500 
Folger Nolan Fleming Douglas Incorporated 17,500 
Foster & Marshall Inc 17,500 
Goldman, Sachs & Co 71,500 
Gruntal & Co 4,100 
Herzfeld & Stern 8,150 
Hill Samuel & Co. Limited 17,500 
J. J. B. Hilliard, W. L. Lyons, Inc 17,500 
Howard, Weil, Labouisse, Friedrichs 

Incorporated 1' >500 
E. F. Hutton & Company Inc 71,500 
Interstate Securities Corporation 8,150 
Janney Montgomery Scott Inc 17,500 
Johnson, Lane, Space, Smith & Co., Inc. 4,100 
Johnston, Lemon & Co. Incorporated 17,500 
Josephthal & Co. Incorporated 4,100 
Kidder, Peabody & Co. Incorporated 71,500 
Kleinwort, Benson Incorporated 17,500 
Cyrus J. Lawrence Incorporated 17,500 
Lazard Freres & Co 71,500 
Legg Mason Wood Walker, Incorporated . 17,500 
Lehman Brothers Kuhn Loeb Incorporated . 71,500 
Lepercq, de Neuflize & Co. Incorporated . 4,100 
Manley, Bennett, McDonald & Co 4,100 
McDonald & Company 34,700 
Merrill Lynch, Pierce, Fenner & Smith 

Incorporated 71,500 
Montgomery Securities l/,500 
Moore & Schley, Cameron & Co 4,100 
Morgan Grenfell & Co. Limited 17,500 
Morgan, Keegan & Company, Inc 4,100 
Moseley, Hallgarten, Estabrook & Weeden 

Inc. 34,700 
Neuberger & Berman 8,150 
New Court Securities Corporation 34,700 
Newhard, Cook & Co. Incorporated 4,100 
The Nikko Securities Co. International, Inc. 17,500 
Nomura Securities International, Inc 34,700 
The Ohio Company 8,150 
Sal. Oppenheim Jr. & Cie 4,100 
Oppenheimer & Co., Inc 34,700 
Parker/Hunter Incorporated 8,150 
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Name 

Pictet International Ltd 
Pierson, Heldring & Pierson N.V 
Piper, Jaffray & Hopwood Incorporated 
Pitfield, Mackay & Co., Inc 
Prescott, Ball & Turben 
Rauscher Pierce Refsnes, Inc 
Robertson, Colman, Stephens & Woodman 
The Robinson-Humphrey Company, Inc. . 
Rodman & Renshaw, Inc 
Wm. C. Roney & Co 
Rotan Mosle Inc 
L. F. Rothschild, Unterberg, Towbin 
Salomon Brothers 
Scherck, Stein & Franc, Inc 
Schneider, Bernet & Hickman, Inc 
J. Henry Schroder Wagg & Co. Limited . 
Scott & Stringfellow, Inc 
Shearson Loeb Rhoades Inc 

Number of Number of 
Shares Name Shares 

8,150 Smith Barney, Harris Upham & Co. 
8,150 Incorporated 71,500 

34,700 Societe Generale de Banque S.A 17,500 
4,100 Somers, Grove & Co., Inc. 4,100 

34,700 Stephens Inc 17,500 
34,700 Sutro & Co. Incorporated 17,500 

8,150 Thomson McKinnon Securities Inc 34,700 
34,700 Tucker, Anthony & R. L. Day, Inc 34,700 
4,100 Underwood, Neuhaus & Co., Incorporated . 8,150 
4,100 Vereins- und Westbank Aktiengesellschaft . 8,150 

34,700 Burton J. Vincent, Chesley & Co. 4,100 
71,500 Warburg Paribas Becker Incorporated .... 71,500 
71,500 Wertheim & Co., Inc. 71,500 
4,100 Westdeutsche Landesbank Girozentrale . 17,500 
4,100 Wheat, First Securities, Inc. 34,700 

17,500 Dean Witter Reynolds Inc. 71,500 
4,100 Wood Gundy Incorporated 17,500 

71,500 Yamaichi International (America), Inc. 17,500 
Total . 4,600,000 

The Underwriting Agreement provides that the obligations of the several Underwriters to pay 
foi and accept delivery of the shares of Common Stock are subject to the approval of certain legal 
matters by counsel and to certain other conditions including the conditions that no stop order suspend­
ing the effectiveness of the Registration Statement is in effect and no proceedings for such purpose 
are pending before or threatened by the Securities and Exchange Commission and that there has 
been no material adverse change (not in the ordinary course of business) in the condition of the 
Company and its subsidiaries, taken as a whole, from that set forth in the Registration Statement. The 
nature of the Underwriters' obligations is such that they are committed to take and pay for all of the 
shares of Common Stock offered hereby (other than those covered by the over-allotment option 
described below) if any are taken. 

The Underwriters propose to offer part of the shares directly to the public at the public offering 
price set forth on the cover page hereof and part to certain dealers at a price which represents a 
concession of $.70 a share under the public offering price. The Underwriters may allow, and such 
dealers may reallow, a concession not in excess of $.25 a share to other Underwriters or' to certain 
other dealers. 

The Company has granted to the Underwriters an option, exercisable for 30 days from the date 
of this Prospectus, to purchase up to 400,000 additional shares of Common Stock at the public 
offering price set forth on the cover page hereof less the underwriting discounts and commissions. 
The Underwriters may exercise such option to purchase solely for the purpose of covering over-
allotments, if any, incurred in the sale of the shares of Common Stock offered hereby. To the extent 
such option to purchase is exercised, each Underwriter will become obligated, subject to certain 
conditions, to purchase approximately the same percentage of such additional shares as the number 
set forth next to such Underwriter's name in the preceding table bears to 4,600,000. 

The Representatives of the Underwriters have informed the Company that the Underwriters do 
not expect sales to discretionary accounts to exceed 5% of the total number of shares of Common 
Stock offered hereby and that the Representatives do not intend to confirm sales to any accounts over 
which they exercise discretionary authority. 

In August 1980, Hambrecht & Quist, one of the Representatives of the Underwriters, entered into 
an agreement to purchase for its own account and the accounts of certain of its affiliates 40,000 shares 
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of Common Slock of the Company from an employee of the Company at So.44 per share for an 
"Tf , ,60°- See "Certai° for further fcfaJL with ega d 

to tins transaction and for information as to shares owned by Mr. Arthur Kock, a director of the 
Company and a limited partner of Hambrecht & Quist. 

Smith Barney, one of the Underwriters, is a limited partner in First Century Partnership, one 
u St I ling Shareholders. Smith Barney and employees of Smith Barney hold an aggregate 

pai nei ship interest of approximately 4.2% in First Century Partnership, and an individual who 
is a Senior Vice President and member of the Board of Directors of Smith Barney is the sole gen-
eia partner of first Century Partnership. In addition, Smith Barney Capital Corporation, a sub­
sidiary of Smith Barney, acts as investment advisor to First Century Partnership. See "Selling 
Shareholders . 

L. F. Rothschild, Unterberg, Towbin, one of the Underwriters, purchased 190,472 shares of 
Common Stock of the Company for the accounts of certain of its partners and employees pursuant 
to a common share purchase agreement dated August 9, 1979. Such shares were acquired at a 
pm chase price of $1.3125 per share for an aggregate of $249,994.50 in a private transaction from a 
gionp ol sellers consisting of the Company and nine selling shareholders, some of whom were also 
officers and directors of the Company. In addition, in September 1980, L. F. Rothschild, Unterberg, 
Towbin also purchased, for the accounts of certain of its partners and employees, 13,000 shares 
of the Common Stock of the Company from two officers of the Company, Messrs. Markkula and 
Carter, at a purchase price per share of $4,125 for an aggregate of $53,625. 

The Company, the Selling Shareholders and the Underwriters have agreed to indemnify each 
other against certain liabilities, including liabilities under the Securities Act of 1933. 

Each Selling Shareholder has agreed not to offer, sell, contract to sell or grant any option to 
purchase or otherwise dispose of any shares of Common Stock owned by such Selling Shareholder 
on the date hereof for a period of 90 days after the date of the initial public offering of the shares 
offered hereby without the consent of Morgan Stanley & Co. Incorporated and Hambrecht & Quist. 

Pricing of the Offering 
Prior to this offering, there has been no public market for the Company's Common Stock. The 

initial public offering price for the Common Stock has been determined by negotiation among the 
Company, the Selling Shareholders and the Representatives of the Underwriters. Among the factors 
considered in determining the initial public offering price were the sales, earnings and certain other 
financial and operating information of the Company in recent periods, the future prospects of the 
Company and its industry in general and the price-earnings ratios, price-book value ratios, market 
prices of securities and certain financial and operating information of companies engaged in activities 
similar to those of the Company. 

LEGAL OPINIONS 

The validity of the shares offered hereby will be passed upon for the Company and the Selling 
Shareholders by Wilson, Sonsini, Goodrich & Rosati, a Professional Corporation, 2 Palo Alto Square, 
Palo Alto, California, and for the Underwriters by Davis Polk & Wardwell, 1 Chase Manhattan Plaza, 
New York, New York. Davis Polk & Wardwell will rely as to all matters of California law on Wilson, 
Sonsini, Goodrich & Rosati. 

33 



EXPERTS 
The consolidated financial statements and schedules included in this Prospectus and elsewhere 

in the Registration Statement have been examined by Arthur Young & Company, certified public 
accountants, to the extent and for the periods indicated in their report with respect thereto, and are 
included herein in reliance upon such reports and upon the authority of such firm as experts in 
auditing and accounting. 

ADDITIONAL INFORMATION 
The Company has filed with the Securities and Exchange Commission, Washington, D.C. 20549, 

a Registration Statement under the Securities Act of 1933, as amended, with respect to the Common 
Stock offered hereby. This Prospectus does not contain all of the information set forth in the Registra­
tion Statement and the exhibits and schedules thereto. For further information with respect to the 
Company and such Common Stock, reference is hereby made to such Registration Statement, exhibits 
and schedules. 
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REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 

The Board of Directors and Shareholders 
Apple Computer, Inc. 

We have examined the accompanying consolidated balance sheets of Apple Computer, Inc. at 
September 26, 1980 and September 30, 1979 and the related consolidated statements of income, share­
holders' equity and changes in financial position for each of the three fiscal years in the period ended 
September 26, 1980 and for the period from January 3, 1977 (inception of the Corporation) through 
September 30, 1977. Our examinations were made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the accounting records and such other auditing pro­
cedures as we considered necessary in the circumstances. 

In our opinion, the statements mentioned above present fairly the consolidated financial position of 
Apple Computer, Inc. at September 26, 1980 and September 30, 1979 and the consolidated results of 
operations and changes in financial position for each of the three fiscal years in the period ended 
September 26, 1980 and for the period from January 3, 1977 (inception of the Corporation) through 
September 30, 1977, in conformity with generally accepted accounting principles applied on a con­
sistent basis during the period. 

ARTHUR YOUNG & COMPANY 
San Jose, California 
October 31, 1980 
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APPLE COMPUTER, INC. 

CONSOLIDATED STATEMENT OF INCOME 

January 3,1977 
(Inception of Fisca, year Ended 

Corporation) to 
September 30, September 30, September 30, 

1977 1978 1979 

Revenues (Note 1): 
Net sales $773,977 $7,856,360 $47,867,186 
Interest income — 27,126 71,795 

773,977 7,883,486 47,938,981 
Costs and expenses (Notes 1 and 10): 

Cost of sales 403,282 3,959,959 27,450,412 
Research and development 75,520 597,369 3,601,090 
Marketing 162,419 1,290,562 4,097,081 
General and administrative 76,176 485,922 2,616,365 
Interest 5,405 2,177 69,221 

722,802 6,335,989 37,834,169 
Income before taxes on income 51,175 1,547,497 10,104,812 
Provision for taxes on income (Note 4) . 9,600 754,000 5,032,000 
Net income $ 41,575 $ 793,497 $ 5,072,812 
Earnings per common and # 

common equivalent share (Note 1) . . $ 8 $'03 
Common and common equivalent shares 

used in the calculation of earnings per 
share 16,640,000 31,544,000 43,620,000 

"Less than $.01. 

See accompanying notes. 

September 26, 
1980 

$117,125,746 
775,797 

117,901,543 

67,328,954 
7,282,359 

12,109,498 
6,819,352 

209,397 
93,749,560 
24,151,983 
12,454,000 

$ 11,697,983 

$.24 

48,412,000 
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APPLE COMPUTER, INC. 

CONSOLIDATED BALANCE SHEET 

ASSETS 

September 30, September 26, 
1979 1980 

Current assets: 
Cash and temporary cash investments (Note 5) $ 562,800 $ 362,819 
U.S. Government securities, at cost, which approximates market ... — 2,110,710 
Accounts receivable, net of allowance for doubtful accounts of 

$617,763 ($400,000 in 1979) (Note 5) 9,178,311 17,441,066 
Inventories (Notes 1 and 5): 

Raw materials and purchased parts 6,348,810 19,709,562 
Work-in-process 2,985,794 3,773,615 
Finished goods 768,113 10,708,443 

10,102,717 34,191,620 
Total current assets 19,843,828 54,106,215 

Property, plant and equipment, at cost (Note 1): 
Land and buildings 242,851 
Machinery, equipment and tooling 404,127 2,688 787 
Leasehold improvements 384,186 710,556 
Office furniture and equipment 321,718 1 673 225 

1,110,031 5,315,419 
Less accumulated depreciation and amortization 209,824 1 311 256 

Net property, plant and equipment 900,207 4,004,163 
Leased equipment under capital leases, net of accumulated 

amortization of $205,358 ($32,627 in 1979) (Note 6) 195,764 774,988 
Cost in excess of net assets of purchased business, net of accumulated 

amortization of $13,193 (Note 3) 514 592 
Reacquired distribution rights, net of accumulated amortization of 

$90,022 (Note 2) _ 5,311,304 
Other assets 231,180 639,079 

$21,170,979 $65,350,341 

See accompanying notes. 
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APPLE COMPUTER, INC. 

CONSOLIDATED BALANCE SHEET 

LIABILITIES AND SHAREHOLDERS' EQUITY 

September 30, 
1979 

Current liabilities: 
Notes payable to bank (Note 5) $ — 
Note payable (Note 2) — 
Accounts payable (Note 5) 5,410,879 
Accrued liabilities 1,720,459 
Income taxes payable 1,879,432 
Deferred taxes on income (Note 4) 2,051,000 
Current obligations under capital leases (Note 6) 21,823 

Total current liabilities 11,083,593 
Non-current obligations under capital leases (Note 6) 203,036 
Deferred taxes on income (Note 4) 204,000 
Commitments and contingencies (Notes 5, 7, and 10) 
Shareholders' equity (Notes 1 and 8): 

Common stock, no par value: 
160,000,000 shares authorized, 48,396,928 shares issued and 

outstanding (43,305,632 in 1979) 4,297,729 
Common stock to be issued in business combination (Note 3) — 
Retained earnings (Note 5) 5,907,884 

10,205,613 
Less notes receivable from shareholders (525,263) 

Total shareholders' equity 9,680,350 

September 26, 
1980 

$ 7,850,000 
1,250,000 

14,495,143 
5,795,945 
7,474,170 

661,000 
253,870 

37,780,128 
670,673 
951,000 

11,428,438 
920,210 

17,605,867 
29,954,515 
(4,005,975) 
25,948,540 

$21,170,979 $65,350,341 

See accompanying notes. 
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APPLE COMPUTER, INC. 

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 

January 3, 
1977 

(Inception of 
Corporation) to 
September 30, 

1977 

Fiscal Year Ended 
September 30, 

1978 
Sources of working capital: 

Working capital provided from operations: 
Net income $ 41,575 $ 793,497 
Charges to operations not requiring the cur­

rent use of working capital: 
Depreciation and amortization 8,057 33,056 
Deferred income taxes—non-current portion — 29,000 

Total working capital provided from 
operations 49,632 855,553 

Issuance of common shares, net of notes 
receivable from shareholders 5,309 586,506 

Common shares subscribed 114,625 — 
Issuance of convertible preferred shares — 703,998 
Issuance of common shares upon conversion of 

preferred shares —• 
Payments on notes receivable from shareholders — — 
Non-current obligations under capital leases ... — — 
Working capital provided from business 

combination: 
Non-current assets acquired — — 
Common shares to be issued — —• 

Working capital provided from 
business combination — —• 

Total sources of working capital .... 169,566 2,146,057 
Applications of working capital: 

Additions to property, plant and equipment . . . 58,894 250,877 
Acquisition of equipment under capital leases . . — — 
Reacquisition of distribution rights — — 
Additions to other assets 1,364 27,533 
Reduction in non-current obligations under 

capital leases —- — 
Conversion of preferred shares to common stock —• —-

Total applications of working capital . 60,258 278,410 
Increase in working capital $109,308 $1,867,647 
Changes in components of working capital: 

Increases (decreases) in current assets: 
Cash and temporary cash investments 24,420 750,909 
U.S. Government securities — — 
Accounts receivable 178,648 1,201,239 
Inventories 182,188 1,637,831 
Prepaid taxes on income 3,400 64,600 
Common stock subscriptions receivable 114,625 (114,625) 

503,281 3,539,954 
Increases (decreases) in current liabilities: 

Notes payable to bank 150,000 (150,000) 
Note payable — — 
Accounts payable 200,494 795,854 
Accrued liabilities 32,379 267,771 
Income taxes payable 11,100 758,682 
Deferred taxes on income — — 
Current obligations under capital leases .... —- — 

393,973 1,672,307 
Increase in working capital $109,308 $1,867,647 

See accompanying notes. 

September 30, September 26, 
1979 1980 

$ 5,072,812 $11,697,983 

201,338 1,377,378 
175,000 747,000 

5,449,150 13,822,361 

2,209,041 3,454,109 

703,998 
152,987 195,888 
228,391 751,955 

(607,455) 
—• 920,210 

— 312,755 
8,743,567 18,537,068 

800,260 4,125,718 
228,391 751,955 

— 5,401,326 
202,283 407,899 

25,355 284,318 
703,998 — 

1,960,287 10,971,216 
$ 6,783,280 $ 7,565,852 

$ (212,529) $ (199,981) 
— 2,110,710 

7,798,424 8,262,755 
8,282,698 24,088,903 

(68,000) — 

15,800,593 34,262,387 

_ 7,850,000 
— 1,250,000 

4,414,531 9,084,264 
1,420,309 4,075,486 
1,109,650 5,594,738 
2,051,000 (1,390,000) 

21,823 232,047 
9,017,313 26,696,535 

$ 6,783,280 $ 7,565,852 
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APPLE COMPUTER, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

1. Principal accounting policies 

Basis of presentation 

The accompanying consolidated financial statements include the accounts of Apple Computer, 
Inc. and all of its subsidiaries, after elimination of significant intercompany accounts and transactions. 
Minority interests in subsidiaries are immaterial. 

Provision for doubtful accounts 

Provisions for doubtful accounts were $10,000, $125,000, $326,000 and $330,000 in 1977, 1978, 
1979 and 1980, respectively. 

Inventories 

Inventories are stated at the lower of cost or market. Cost is computed using currently adjusted 
standards which approximate actual cost on a first-in, first-out (FIFO) basis. Market is replacement 
cost foi raw materials and purchased parts and estimated net realizable value for work-in-process and 
finished goods. 

Property, plant and equipment 

Depreciation and amortization is being provided using 
over estimated useful lives as follows: 

Buildings 
Machinery, equipment and tooling 
Leasehold improvements 

Office furniture and equipment . 

Stock splits 

In April 19*9, May 1980 and September 1980 the Company increased its authorized common 
shares from 5,000,000 to 160,000,000 and declared two four-for-one stock splits and a two-for-one 
stock split. Numbers of common shares and per share amounts for all periods presented reflect the 
effects of the stock splits. 

Fiscal year 

In fiscal 1980, the Company changed from a September 30 fiscal year-end to a fiscal year ending 
on the last Friday in September. 

Earnings per common and common equivalent share 

Earnings per share were computed using the weighted average number of common shares out­
standing and common shares issuable upon the exercise of outstanding options (assuming the proceeds 
would be used to purchase treasury stock at the average fair value during the year). In 1978 and 
1979, the calculation included the common shares issuable upon conversion of the preferred stock. 

The Company has restated earnings per share for 1979 to reflect the retroactive application of 
Financial Accounting Standards Board Interpretation No. 31, which requires that the tax benefit 
attributable to unexercised stock options be considered as part of the proceeds under the treasury 
stock method. The effect of the restatement was to increase earnings per share in 1979 by $.01. 

principally declining balance methods 

Estimated Life 

30 years 
3-7 years 
Life of lease or four years, 

whichever is less 
3-5 years 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

Investment tax credits 

The Company accounts for investment tax credits using the flow-through method. 

Industry segment and geographic information 
The Company designs, develops, produces, markets and services personal computer systems. 

One customer, ComputerLand, accounted for approximately 17% of consolidated revenues in fiscal 
1978 and 14% of consolidated revenues in fiscal 1979 and 1980. Sales to certain distributors accounted 
for more than 10% of revenues prior to changes in distribution arrangements (see Notes 2 and 3). 
The Company has had no significant foreign operations. Export sales including sales in Canada, made 
primarily through the Company's former distributor of products in foreign countries (see Note 2), 
comprise 14%, 24% and 25% of total consolidated sales in 1978, 1979 and 1980, respectively. 

2. Product distribution arrangements 

Until March 1980, the Company's products were sold primarily through distributors. Effective in 
March 1980, the Company cancelled all domestic distribution agreements in accordance with their 
terms and began selling directly to domestic dealers. Concurrent with the cancellations, the Company 
repurchased approximately $1,300,000 of Apple inventory and offset the amount against amounts owing 
to the Company by the distributors. 

In August 1980 the Company reacquired, for approximately $5,400,000, the exclusive rights to 
distribute its products in certain foreign countries. The rights, which were to expire in September 
1984, were acquired from a distributor and are being amortized using the straight-line method over 
four years. In connection with the purchase the Company issued an 11%, $1,250,000 promissory note 
payable February 15, 1981. The Company also repurchased, for approximately $2,800,000, the dis­
tributor's Apple inventory and offset the amount against amounts owing to the Company. 

3. Business combination 
Effective June 30, 1980, the Company agreed to purchase all of the outstanding common stock 

of a former distributor of Apple products, OBI. The purchase price, $920,210, is to be paid by the 
issuance of the Company's common stock. The actual number of common shares to be issued (esti­
mated by the Company to be 115,000) is dependent upon the outcome of negotiations currently in 
progress. The resulting cost in excess of the net OBI assets acquired, $527,785, is being amortized on 
the straight-line method over ten years. The effect of this acquisition on sales and income is immaterial. 

Taxes on income 
The provision for taxes on income consists of the following: 

January 3, 
1977 to 

September 30, September 30, 
1977 1978 

State: 
Current $5,000 $151,000 
Deferred (prepaid) (400) (11,000) 

4,600 140,000 
Federal: 

Current 8,000 642,000 
Deferred (prepaid) (3,000) (28,000) 

5,000 614.000 

Provision for taxes on income $9,600 $754,000 

Fiscal Year Ended 
September 30, 

1979 

$ 555,000 
360,000 
915,000 

2,186,000 
1,931,000 
4,117.000 

$5,032,000 

September 26, 
1980 

$ 2,205,000 
(272,000) 

1,933,000 

10,893,000 
(372,000) 

10,521,000 
$12.454,000 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

Deferred (prepaid) taxes on income result from timing differences in the recognition of certain 
revenue and expense items for tax and financial reporting purposes. The sources of these differences 
and the tax effect of each are as follows: T „ 

Ja"lLaJT 3' Fiscal Year Ended 1977 to — 
September 30, September 30, September 30, September 26, 

1977 1978 1979 1980 
Bad debt, warranty and advertising 

provisions $(1,600) $(86,000) $1,961,000 $(2,642,000) 
Inventory items capitalized for finan­

cial reporting — — — 810,000 
Income of Domestic International 

Sales Corporation — 39,000 292,000 1,136,000 
Other (1,800 ) 8,000 38,000 52,000 

Total deferred (prepaid) 
taxes $(3,400) $(39,000) $2,291,000 $ (644,000) 

The total provision for taxes on income differs from the amount computed by applying the statutory 
federal income tax rate to income before taxes. The reasons for the differences and the tax effect 
of each are as follows: T „ 

J—[Q3' Fiscal Year Ended 
September 30, September 30, September 30, September 26, 

1977 1978 1979 1980 
Computed expected tax, net of surtax 

exemption $11,100 $729,500 $4,681,000 $11,091,000 
California franchise tax, net of federal 

benefit 2,400 73,000 490,000 1,044,000 
Investment tax credits (5,600) (25,000) (77,000) (197 000) 
Other 1,700 ( 23,500) (62,000 ) 516,000 

Provision for taxes on income $ 9,600 $754,000 $5,032,000 $12,454,000 

5. Bank credit arrangements 

At September 26, 1980, $7,850,000 was payable to a bank under a $20,000,000 line of credit which 
expires in January 1981. The agreement allows the Company to borrow up to $15,000,000 based upon 
acceptable receivables and an additional $5,000,000 based upon certain items of inventory. The interest 
rate is the bank's prime rate plus 14%. Any amounts due to the bank under the inventory line 
($1,850,000 at September 26, 1980) may be converted, at the Company's option, to a term loan payable 
in 48 monthly installments beginning March 1, 1981 at the bank's prime rate plus %%. 

Letters of credit of $3,442,169 outstanding at September 26, 1980 further reduce availability 
of the $15,000,000 portion of the line of credit. Acceptances payable of $946,892 and $1,113,580 
at September 26, 1980 and September 30, 1979, respectively, for goods received under the letters 
of credit but not yet paid by the bank are classified with accounts payable. Additional borrowings 
at September 26, 1980 are limited, based upon the definition of the borrowing base in the agreement, 
to approximately $1,500,000 and $3,150,000 under the receivable and inventory portions of the line' 
respectively. 

Borrowings are secured by the Company's receivables and inventory. The agreement contains 
provisions prohibiting payment of any cash dividends without bank authorization and requiring 
maintenance of specified levels of working capital and tangible net worth. In accordance with the 
agreement, the Company has paid a $112,500 commitment fee to the bank. 

The inventory line requires the Company to either maintain compensating balances equal 
to $250,000 plus ten percent of the average daily outstanding balance under the line or to pay fees 
in lieu of the compensating balances for periods in which the required balances are not maintained 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

Amounts paid to the bank under this provision are immaterial. The compensating balance require­
ment does not legally restrict the use of cash. 

6. Obligations under capital leases 
Obligations under capital leases represent the present value of future rental payments to be made 

to a bank under agreements for lease of data processing equipment. Upon payment of the required 
rentals, the Company has the option to either extend the leases or purchase the equipment at the then 
fair value. The equipment is being depreciated using the double declining balance method over the 
terms of the leases (3-7 years). These leases were entered into pursuant to a $2,000,000 lease line 
of credit with a bank. 

Following is a schedule by year of future minimum lease payments under the capital lease obliga­
tions together with the present value of the net minimum lease payments as of September 26, 1980: 

Fiscal years ending September: 
1981 $ 343,000 
1982 343,000 
i qcq 305,000 
1984 48,000 
1985 ;;;;;;;; 48,000 
Later years 48,000 

Total minimum lease payments 1,135,000 
Less amount representing interest 210,000 
Present value of net minimum lease payments $ 925,000 

7. Commitments 
Lease commitments 
The Company operates in leased facilities and also leases certain automobiles. Rent expense 

was $8,000, $61,000, $358,000 and $1,810,000 in fiscal 1977, 1978, 1979 and 1980, respectively. 
Aggregate minimum annual lease commitments are $2,672,000, $2,678,000, $2,489,000, $2,140,000, 
$1,739,000 and $2,208,000 in fiscal 1981, 1982, 1983, 1984, 1985 and 1986-1990, respectively. 

Loan guarantees 
The Company is the guarantor of $1,018,567 of bank loans as of September 26, 1980 to 

employees who have exercised options to date during calendar year 1980 under the Company's 
stock option plans (see Note 8). Employees are required to pledge as collateral the common shares 
obtained upon exercise. The bank loans are limited to the purchase price of the common shares plus 
23% of the difference between the aggregate purchase price and the fair value of the shares as of 

the date of exercise. 

Foreign facilities 
During fiscal 1980, the Company signed a grant agreement with the Industrial Development 

Authority of Ireland (IDA), an Irish government agency, whereby the Company agreed to establish 
an industrial undertaking for the production and development of personal computer systems and 
committed itself to purchase or construct land, buildings, machinery, ^^1 equipment before July 31 
1983 at a cost of approximately $16,000,000. As of September 26, 1980, the IDA had not yet signed the 
grant agreement and the amount of the grant, if any, had not yet been determined. 

8. Capital stock 
Preferred stock authorized 
The Company has authorized 1,000,000 shares (increased by the Board of Directors to 5,000,000 

shares fn October 1980) of preferred stock which may be issued from time to time m one or more 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

series. The Board of Directors is authorized to fix the number and designation of any such series and 
to determine the rights, preferences, privileges and restrictions granted to or imposed upon any 
such series. 

Stock option plans 

In July 1978, the Board of Directors adopted a nonqualified stock option plan (1978 plan) under 
which options for a total of 11,025,600 shares of common stock were available for grant to officers, 
directors, employees and contractors at the discretion of the Board of Directors. Option prices were 
to be at fair value as determined by the Board of Directors, but not less than $.03 per share. Options 
granted under the 1978 plan become exercisable over varying periods and expire seven years after 
the grant date. This plan was terminated in December 1979. Subsequent cancellations are not avail­
able for regrant and 49,856 options available for grant at the termination date were rescinded. 

In December 1979, the Board of Directors adopted a nonqualified stock option plan for fiscal 1980 
(1980 Plan) under which options for a total of 3,200,000 shares of common stock may be granted 
to officers, directors, employees and contractors. Options granted under the 1980 plan have been 
granted at no less than fair value as determined by the Board of Directors, become exercisable 
over varying periods, and expire eight years after grant date. Proceeds and income tax benefits of 
$66,349 and $3,391,714 in 1979 and 1980, respectively, realized by the Company as a result of trans­
actions under these plans have been credited to shareholders' equity; no charges have been made 
to income in connection with these plans. 

Information with respect to stock options is summarized as follows: 
Outstanding Options 

Available Aggregate Price Per 
for Grant Number Price Share 

Initial authorization under the plan— 
fiscal year 1978 8,000,000 — $ — $ — 

Balance at September 30, 1978 8,000,000 — — 
Authorized increase 2,000,000 — — 
Options granted (11,621,600) 11,621,600 2,850,150 $ ,09-$1.31 
Options exercised — (1,026,464) (114,856) $ .09-$ .81 
Options cancelled 1,530,656 (1,530,656) (146,999) $ .09-$ .31 
Balance at September 30, 1979 (90,944 ) 9,064,480 2,588,295 $ ,09-$1.31 
Authorized increases, net of rescission . 4,175,744 
Options granted (2,765,800 ) 2,765,800 6,775,725 $1.31-$6.00 
Options exercised — (4,293,296) (1,439,495) $ ,09-$2.75 
Options cancelled 33,600 ( 356,012) (187,221) $ ,19-$1.31 
Balance at September 26, 1980 1,352,600 7,180,972 $7,737,304 $ ,09-$6.00 
Options exercisable at: 

September 30, 1979 267,200 $ 200,500 $ ,09-$1.31 

September 26, 1980 227,924 $ 96,553 $ ,09-$2.75 

In October 1980, the Board of Directors adopted the 1981 Stock Option Plan, subject to share­
holder approval, under which 1,500,000 shares of common stock are reserved for issuance. This plan 
is similar to the Company's 1978 and 1980 option plans. 

Key employee stock purchase plan 

In December 1979, the Board of Directors adopted a stock purchase plan to encourage stock 
ownership by certain officers, directors and key employees of the Company. The Company has reserved 
800,000 common shares for issuance under the plan. The purchase price of shares sold pursuant to this 
plan was the fair value at the date of sale, as determined by the Board of Directors. At September 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

26, 1980, 798,000 shares of common stock had been issued under this plan. Certain of the shares 
sold under this plan are subject to repurchase by the Company at the original sale price if the 
employees leave the employ of the Company within specified periods of time. 

Employee Stock Purchase Plan 
In October 1980, the Board of Directors adopted, subject to shareholder approval, an Employee 

Stock Purchase Plan under which 1,000,000 shares of Common Stock were reserved for issuance. 
This plan provides that substantially all employees may purchase stock at 85% of its fair market 
value at certain specified dates. Purchases are limited to 10% of an employee's compensation. 

Notes receivable from shareholders 
The notes receivable arose from the sale by the Company of its common stock to directors, 

officers and employees and from the exercise of stock options by officers and employees under the 
Company's stock option plans. The notes receivable relating to exercise of stock options include 
both the proceeds from the exercise and up to 23% of the difference, if any, between the aggregate 
exercise price and the fair value of the shares as of the exercise date. 

The notes receivable are secured by a pledge of the shares issued, less the pro-rata release by the 
Company of pledged shares based on the percentage of the principal amount of the notes paid. There 
were 4,179,000 common shares pledged as collateral at September 26, 1980. 

The notes bear interest at 6% and 7% and are payable on various dates through July 1985. 

9. Employee incentive plans 
Profit participation plans 
The Company has a profit participation plan originally adopted effective October 1978 w ic 

covers all fulltime employees, except corporate officers and certain key employees, who have been 
employed for at least six months. Distributions under the plan are based upon pretax profits < 
defined, for each calendar quarter. The amount of the distribution can vary from zero to three^ per­
cent, depending upon the pretax profit percentage for each calendar quarter, and is payab e to all 
eligible participants within 30 days after the end of the quarter. For the years ended September 30 
1979 and September 26, 1980, approximately $263,000 and $379,000, respectively, were provided 

under the plan. 
Key employee bonus plans , 
The Company has a bonus plan originally adopted effective October 1978 ™ 

certain key employees. The amount of the distribution can vary fiom zeio to sev' p P 

profits, depending upon annual sales and pretax profits as define ^ 
be made by January 15 of the year following the fisca Yea*^in w lc. $455 000 and $554 000 
For the years ended September 30, 1979 and September 26, 1980, approximately $456,000 and $554,UUU, 

respectively, were provided under the plan. 

10' "tflV a former distributor (High Technology, Inc., Bled 
tag. among other things, violation of federal ^ jndivid„,l but overlapping 
ence with contractual relatironshiips The co p P> P ^ ^ ̂ ^ damage5. puni_ 

claims, the largest of which is foi $1 , , Another former distributor (Omega Northwest, 
tive damages, and claiming attorneys ees an _ , treble damages in an unspecified amount, 
Inc.) filed suit against the of violations 

equitable relief and attoraeys fees • defamation. In the opinion of the Company's 
of state franchise protection in n0 material loss to the Company. Refer to 

™Lrgf.to?ietd„°Un: Prospect for a more complete description of this pending litigation. 
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PRELIMINARY PROSPECTUS 
Issued November 6,1980 

4,500,000 Shares 

Apple Computer, Inc. 
COMMON STOCK 

E "" ZT Of the 4,500,000 shares of Common Stock offered hereby, 4,000,000 shares are being sold by the Company 
and 500,000 outstanding shares are being sold by the Selling Shareholders as set forth under "Selling 

<u o g Shareholders". The Company will not receive any part of the proceeds from the sale of 
tj vt-— shares by the Selling Shareholders. Prior to this offering there has been no public 
s£ •= £ market for the Common Stock. It is currently anticipated that the initial 
S  j j S  public offering price will be in the range of $14 to $17 
§j -js ,2 per share. See "Underwriters" for a discussion of the 

g factors to be considered in determining 
oS " >jp such offering price. 

E= "3 O E — E= O = 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION 

PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY 
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

PRICE $ A SHARE 

Underwriting Proceeds to 
Price to Discounts and Proceeds to Selling 
Public Commissions( 1) Company(2) Shareholders 

Per Share $ $ $ $ 
Total (3) $ $ $ $ 

(1) See "Underwriters" herein for information on indemnification provided by the Company and the Selling Shareholders. 
a fg (2) Before deduction of expenses payable by the Company estimated at $ 

(3) The Company has granted to the Underwriters an option, exercisable within 30 days of the date hereof, to purchase 
3.2 up to 400,000 additional shares at the price to public less underwriting discounts and commissions for the pur­

pose of covering over-allotments, if any. If the Underwriters exercise such option in full, the total price to public, 
underwriting discounts and commissions, and proceeds to Company will be $ , $ and 
$ , respectively. See "Underwriters". 

The shares are offered, subject to -prior sale, when, as and if accepted by the Underwriters 
named herein and subject to approval of certain legal matters by Davis Polk Wardwell, 
counsel for the Underwriters. It is expected that delivery of the certificates for the shares will 
be made on or about December , 1980 at the office of Morgan Stanley Co. Incorporated, 
55 Water Street, New York, N.Y., against payment therefor in New York funds. 

MORGAN STANLEY & CO. 
December , 1980 

3 Incorporated 



No person is authorized in connection with any offering made hereby to give any informa­
tion or to make any representation other than as contained in this Prospectus, and, if given or 
made, such information or representations must not be relied upon as having been authorized 
by the Company, by the Selling Shareholders or by any Underwriter. This Prospectus is not an offer 
to sell, or a solicitation of any offer to buy, by any person in any jurisdiction in which it is unlawful 
for such person to make such an offer or solicitation. Neither the delivery of this Prospectus nor any 
sale made hereunder shall under any circumstances create any implication that the information con­
tained herein is correct as of any time subsequent to the date hereof. 

Until March , 1981 (90 days after the commencement of the offering), all dealers effecting 
transactions in the Common Stock, whether or not participating in this distribution, may be required 
to deliver a Prospectus. This delivery requirement is in addition to the obligation of dealers to 
deliver a Prospectus when acting as Underwriters and with respect to their unsold allotments or 
subscriptions. 
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PROSPECTUS SUMMARY 

The following information is qualified in its entirety by the more detailed information and 
financial statements appearing elsewhere in this Prospectus. 

THE COMPANY 
Apple Computer, Inc. designs, develops, produces, markets and services microprocessor-

based personal computer systems for individual use in solving computing problems commonly 
encountered in business, education, science, engineering and in the home. Products manufactured 
and distributed by Apple are sold in the United States and Canada through approximately 750 
independent retail computer stores, and internationally through 20 independent distributors 
which resell to approximately 1,000 retail dealers. Apple's products are primarily serviced in the 
United States and Canada by approximately 650 of the retail stores and in other countries by 
independent retail dealers. 

THE OFFERING 
Security Offered 4,500,000 shares of Common Stock (1) 

4,000,000 shares by the Company (1) 
500,000 shares by the Selling Shareholders 

Shares to be Outstanding 52,396,928 shares (1) 
Use of Proceeds To repay short-term bank debt and to increase working 

capital. 
Proposed NASDAQ symbol 

SELECTED CONSOLIDATED FINANCIAL INFORMATION 

Income Statement Data: 
Revenues 
Net income 
Earnings per common and com­

mon equivalent share(2) .... 
Shares used to calculate per share 

January 3, 
1977 

(inception) to 
September 30, 

1977 

Fiscal Year Ended 
January 3, 

1977 
(inception) to 
September 30, 

1977 
September 30, 

1978 
September 30, 

1979 
September 26, 

1980 

$773,977 
$ 41,575 

$7,883,486 
$ 793,497 

$47,938,981 
$ 5,072,812 

$117,901,543 
$ 11,697,983 

Less than 
$.01 $.03 $.12 $.24 

16,640,000 31,544,000 43,620,000 48,412,000 

September 26, 1980 

Balance Sheet Data: 
Current assets 
Current liabilities 
Total assets 
Non-current obligations under capital leases 
Shareholders' equity 

Actual 

$54,106,215 
37,780,128 
65,350,341 

670,673 
25,948,540 

As Adjusted(1) (3) 

$ 
29,930,128 

670,673 

(1) Does not include up to 400,000 shares which may be sold by the Company to the Under­
writers to cover over-allotments. 

(2) The number of shares and all data presented on a per share basis in this Prospectus have 
been adjusted, except where otherwise indicated, to reflect stock splits. See Note 1 of Notes 
to Consolidated Financial Statements. 

(3) Adjusted to reflect completion of the offering (assuming no exercise of the over-allotment 
option) and the anticipated use of proceeds by the Company. 
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THE COMPANY 
Apple Computer, Inc. designs, develops, produces, markets and services microprocessor-based 

personal computer systems for individual use in solving computing problems commonly encountered 
in business, education, science, engineering and in the home. 

The Company s principal product is the Apple II personal computer system. Apple II systems in 
typical configurations may be sold for suggested retail prices as low as $1,850 and up to $5,000 or 
more with the addition of memory and peripherals necessary to perform more complex computing 
tasks. As of October 31, 1980, Apple had sold approximately 135,000 Apple II computer mainframes, 
in May 1980 the Company announced the introduction of the Apple III, which is expected to be 
delivered to retail customers starting in late November 1980. See "Business-Products". The Apple III 
is intended for more sophisticated professional and business applications than the Apple II. Suggested 
retail pricing for Apple III systems is expected to begin at $4,300 and range up to $7,800. 

In addition to the system and applications software developed by the Company, approximately 170 
independent vendors have developed applications software for use in connection with Apple computers 
t he Company also offers peripheral equipment, some of which is manufactured by others including 
video monitors, disk drives and printers. In addition, Apple computers can utilize many peripherals 
manufactured and marketed by other companies. 

The Company's computer systems are distributed in the United States and in Canada by 
approximately 750 independent retail computer stores and internationally through 20 independent 
distributors which resell to approximately 1,000 retail outlets. Approximately 650 of the retail outlets 

products!11 Canada are alS° aUth°riZed t0 aCt as S"rvke centers for ApPle 

109fi0PR1C nCOrP°rated in CaIifornia 0n JanuaiT 3> 1977. Its principal offices are located at 
M08) 996-1010 T^Cn^T? f 014> and its ^phone number at that address is 

Company s Standard Industrial Classification (SIC) code is 3573 Unless the 
a"d "C°mPMy" « — ̂  — >° AP.* Con,-

USE OF PROCEEDS 

fin5,n^e(rPriirPal^PUrP0SeSJ°f the offerin§ are to increase the Company's equity capital base to 

and to'oZ general corporate ^ T" ^ """ 
invested in short-term money market obligations. ' proceeds may be 

The Company's growth has resulted in increased working capital need, The r 
that its working capital needs will continue to increase in the future and I C°mPan/ exPects 
ing upon such factors as the introduction of , , a^ be accelerated depend-
and p'ossibie changes I tSbl°',,h: mar)et for i,s Pmd»«S 

finance these needs the Company may utilize itsbankIneli tl °f * Pr°dUCtS' In °rder to 

bank line currently provides for borrowings und ' t n exPlres in January 1981. The 
of Notes to Consolidated Financial Statements' C°ndltl°nS' °f Up t0 ^20'000,000. See Note 5 
Hating i,s existing bank line. Depend^ upt LvelopZ^i" Zc"" " T 
capital market conditions the Comoanv mav ale A • , Company s business and upon 
of additional securities. The Company does not" have'Tn'^ W°f 1Dg capitaI needs through the sale 
under its existing bank line or forties' of ^ditionaf securifiie^.reSent PlanS ^ 

the SellingThTreLlders!101 ^ pr°Ceeds from the shar« of Common Stock being sold by 



CAPITALIZATION 

The following table sets forth the capitalization of the Company at September 26, 1980 and 
as adjusted to give effect to the sale of the Common Stock offered hereby (assuming the over-
allotment option is not exercised): 

Outstanding As Adjusted 

Short-term debt: 
Notes payable to bank(l) $ 7,850,000 $ — 
11% note due February 15, 1981(2) 1,250,000 1,250,000 
Current obligations under capital leases 253,870 253,870 

Total short-term debt S 9.353,870 $ 1,503,870 
Non-current obligations under capital leases $ 670,673 $ 670,673 

Shareholders' equity: 
Preferred stock, 5,000,000 shares authorized, none outstanding 

or as adjusted — 
Common stock, 160,000,000 shares authorized, 48,396,928 shares 

outstanding; 52,396,928 shares as adjusted(3) 11,428,438 
Common stock to be issued in business combination(4) ..... 920,210 920,210 
Retained earnings (1) 17,605,867 1 <,605,867 
Less: Notes receivable from shareholders (4,005,975) (4,005,975) 

Total shareholders' equity 25,948,540 
Total capitalization $26,619,213 $ 

(1) See Note 5 of Notes to Consolidated Financial Statements. 
(2) See Note 2 of Notes to Consolidated Financial Statements. 
(3) Excludes (i) 10,033,572 shares reserved for issuance pursuant to options granted or to be granted 

under the Company's stock option plans and (ii) 1,000,000 shares reserved for issuance pursuant 
to the Company's Employee Stock Purchase Plan. See Stock Option Plans and Employee Stock 
Purchase Plan" under "Management" and Note 8 of Notes to Consolidated Financial Statements. 

(4) See Note 3 of Notes to Consolidated Financial Statements. 

See "Eusiness—Property" and Notes 6 and 7 of Notes to Consolidated Financial Statements for 
information concerning the Company's obligations under leases. 

DIVIDENDS 

Apple has not paid any cash dividends on its Common Stock, and its Boaid of Directors intends 
to retain, for the foreseeable future, the Company's earnings for use in the development of the 
business. The Company's bank line of credit agreement prohibits it from declaring or paying divi­
dends without the consent of the bank. See Note 5 of Notes to Consolidated Financial Statements. 

SHARES ELIGIBLE FOR FUTURE SALE 

Upon completion of this offering, the Company will have outstanding 52,396,928 shares of 
Common Stock (assuming no exercise of the over-allotment option). Of these shares, the 4,500,000 
shares sold in the offering made hereby will be freely tradeable without restrictions oi registration 
under the Securities Act of 1933, as amended (the "Act"). Of the remaining shares, approximately 
5,319,760 shares were issued by the Company in reliance upon the "intrastate offering" exemption 
under the Act (the "Intrastate Shares") and approximately 42,577,168 shares were issued in private 
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transactions in reliance upon the "private placement" exemption under the Act (the "Restricted 
Shares"). The Intrastate Shares may be generally sold to residents of the State of California in certain 
transactions at any time and in the open market at various times, in reliance upon Section 4(1) of 
the Act, following the nine-month period commencing upon Apple's registration under the Act of 
shares reserved for issuance under its stock option plans, which registration is described more fully 
below. Subject to the agreements with 18 officers, directors and major shareholders described below, 
34,572,024 of the Restricted Shares will be eligible for sale in the open market in reliance upon 
Rule 144 undei the Act beginning 90 days after the date of this Prospectus. In general, under Rule 144, 
a person (or persons whose shares are aggregated) who has beneficially owned his or her Restricted 
Shares for at least two years, including persons who may be deemed "affiliates" of the Company, as 
that term is defined under the Act, would be entitled to sell within any three-month period a number 
of shares that does not exceed the greater of 1% of the then outstanding shares of the Company's 
Common Stock (equal to approximately 523,969 shares) or the average weekly trading volume in 
the over-the-counter market during the four calendar weeks preceding such sale. A person who is 
deemed not to have been an affiliate of the Company at any time during the 90 days preceding 
a sale by such person, and who has beneficially owned his or her Restricted Shares for at least three 
years would be entitled to sell such shares under Rule 144 without regard to the volume limitations 

, Furthermore> holders of an aggregate of 11,236,248 Restricted Shares (excluding 
o00,000 shares sold by the Selling Shareholders) are entitled to certain registration rights. See 
Description of Securities—Outstanding Registration Rights". 

The Company intends to file a registration statement under the Act to register the 11,033572 
s ares of Common Stock reserved under the Company's stock option plans and Employee Stock 
Purchase Plan. Such registration statement is expected to become effective shortly after the date 
o t is Prospectus, and shares issued upon exercise of outstanding stock options after the effective 
date of such registration statement generally will be available for sale in the open market As of 
November 1 1980, options to purchase a total of 7,080,588 shares of Common Stock were outstanding 
under the stock option plans. b 

Subject to market conditions and other factors, the Companv may file another registration state-

TmLTobhe 5^™ I r ,7r°thS """ 'lie da'e "'iS ProsP""" fhe sale of such 
ount of the 5,319,760 Intrastate Shares as may be requested by the holders. However the Comn tnv 

50^ Ssha >h "';ter °f IntrBState ShareS induded hl SUch re§istrati0» statement will not exceed 
Any shares without the prior written consent of Morgan Stanley & Co. Incorporated and Hambrecht 
& Quist as to the amount and method of offering. 

The Selling Shareholders have agreed that they will not, without the prior written consent of 

opZ",o p^lte o°r IZZTAX of "7,™" 7" 

)To7Th?Zspecltus.0fe™S <a° aSgreg"e °' 3l"Hm SharCS> f°r " Pe'i0d °f 90"£» Z 

Wo* -
of Morgan Stanley & Co. Incorporated and Hambrecht & Q„i,t ,h'ev will ,1, "Z "" 
sell o, grant any option purchase or otherwise dispose of any ihares rf &mm„?st^ f00n,rart d 
of nine months after the date of this: Pv„cno,d,,c , , s or Umm°n block for a period 
the date of this Prospectus of amounts of C TP 68 occur»ng more than 90 davs after 
shares of Common Stock held bv the oerson f T exceedinS 10% of the total number of 
Prospectus at cash prices of not less than 150% oT 

»oprenZpreS,if:Zg'bf1ZZteXtmrte t Z™0" St°ck °f ,he C°"W. »"* 
shares for sale will ha"e oZhe rnarta nrice !"7 ' 7** ̂  « the availability of 
substantial amounts of the Common Stock of th^C '°m t0 tlme' Nevertheless, sales of 
affect prevailing market prices C°mpany m the public market adversely 



DILUTION 

The net tangible book value of the Company at September 26, 1980 was $20,122,644, or $.42 
per share. Without taking into account any changes in such net tangible book value after Sep­
tember 26, 1980, other than to give effect to the sale by the Company of 4,000,000 shares of Common 
Stock and the use of proceeds therefrom, the pro forma net tangible book value of the Company at 
September 26, 1980 would have been $ , or $ per share. This represents an immediate 
increase in net tangible book value of $ per share to existing shareholders and an immediate 
dilution of $ per share to new investors. The following table illustrates the dilution of a new 
investor's equity in a share of Common Stock at September 26, 1980: 

Public offering price (I) $ 
Net tangible book value, before offering (2) $ .42 
Increase attributable to payments by new investors 

Pro forma net tangible book value, after offering 
Dilution to new investors (3) $ 

(1) Offering price before deduction of underwriting discounts and commissions and offering expenses. 
(2) Net tangible book value per share is determined by dividing the number of shares of Common 

Stock outstanding into the tangible net worth of the Company (tangible assets less liabilities). 
(3) Dilution is determined by subtracting net tangible book value per share after the offering from 

the amount of cash paid by a new investor for a share of Common Stock. 

The following table summarizes the number of shares purchased from the Company, the total 
consideration paid and the average price per share paid by the investors purchasing new shares and 
by existing shareholders: 

Percent of Average 
Percent of Total Price 

Shares Total Consideration Consideration 
Purchased Shares Paid Paid 

New investors 
Existing shareholders 

4,000,000 7.6% 
48,396,928 92.4 
52,396,928 100.0% 

11,428,438 

Per 
Share 

.24 

The above calculations do not give effect to the exercise of the Underwriters' over-allotment 
option. 

As of September 26, 1980, there were outstanding options to purchase 7,180,972 shares of Common 
Stock, of which options to purchase 848,344 shares were held by officers and diiectors of the Com­
pany or their affiliates. The exercise prices of the outstanding options ranged from $.09 to $6.00 per 
share with a weighted average price of $1.08 per share. For the life of the options, the holders 
thereof will have the opportunity to profit from a rise in the market price of the Company s Common 
Stock, with a resulting dilution in the interests of existing shareholders. The holders of these options 
may exercise them at a time when the Company would, in all likelihood, be able to obtain any 
needed capital by the sale of Common Stock on terms more favorable than those provided for in 
the options. See "Management—Stock Option Plans . 
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SELECTED FINANCIAL DATA 

The following tables summarize certain selected consolidated financial data and are qualified 
in their entirety by the more detailed Consolidated Financial Statements included herein. 

January 3, 1977 , 
(inception) to - fiscal Year glldgd 
September 30, September 30, September 30, September 26 

19ZZ 1978 1979 I9s0 

Net sales $ 773 977 $ 7,856,360 $47,867,186 $117,125,746 

Net income $ 41,575 $ 793,497 $ 5,072,812 $ 11,697.983 
Earnings per common and common Less than 

equivalent share . . . c m * n0 « 
„ , ^ *03 $.12 $04 
Common and common equivalent 

shares used in the calculation of 
earnings per share WW 3!,544,000 43,820,000 48,412,000 

oa asses: » 5o5,482 8 4,340,790 821,170,979 .8 85.350,341 
Non-cuirent obligations under capital 

l e a s e s  . . .  < t  
* ~ * — $ 203,036 $ 670,673 srr~e rly !dfinancii" da-

fair presentation thereof. Company considers necessary for a 

Three Months Ended 
December 28, March 9S i ei-T 

1979 ' i q r a June 27, September 26, 
Net sales . — 1980 1980 
Net income ' , , SS $23>549>425 S32.569.197 $41,467,161 
Earnings per common and common ' ' 2,787,351 2,735,076 3,528,472 

equivalent share 
056 058 .0,56 .073 

MANAGEMENT'8 DISCUSSION AND ANALYSIS HE 
ANCIAL CONDITION AND RESULTS OF OPERATIONS 

Results of Operations 

Apple has experienced significant increases in net sales and n .• • 

,n 

of «-.er and consisted principa„y 

contested principally advertising and ^ ̂  fa 

The 1978 fiscal year was the Company's first full uP5r c 
Company organized a product distribution network tLoll t During fiscal year, the 
ois. is expanded distribution system contributed sitmifi t)6 app°lntment °f independent distribu-

assoeiated with developing this 1 ̂  Sal- ̂  expenses 
promotion expense, resulted in significant increases in ! 7 "leased advertising and product 
and development expenses increased substantially as the CY, h eTnSeS' In fiscal 1978> research 
and MW on the development of Its Disk II y","1 additi°™' '«'hnicaI personnel 

Wyean and rcsu,tedshi,t- -—•* 
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Net sales in fiscal 1979 increased approximately five-fold over fiscal 1978, due to a number of 
factors. The availability of the Company's Disk II Floppy Disk Subsystem expanded the capabilities of 
Apple's personal computers to accomplish more useful applications, thus broadening the market for 
its products. Although the Company was not supplying a significant amount of applications software 
for use with its systems at this time, many other firms began to market software and peripheral 
products for use with the Apple II. In addition, in fiscal 1979 Apple introduced its products to the 
educational market, which contributed to the increased awareness of the personal computer. Cost 
of sales in fiscal 1979 increased to approximately 57% of net sales, primarily reflecting increased prices 
for certain semiconductor devices and increased staffing, training and support costs to manage 
expanded manufacturing facilities. Marketing expenses continued to be comprised primarily of adver­
tising and promotion costs; however, marketing expenses decreased as a percentage of sales in fiscal 
1979 to 8% of sales, compared to 16% of sales in fiscal 1978, principally due to the increased volume 
of business. Research and development activities in fiscal 1979 included the initial development 
expense for personal computer systems addressing new markets and applications and for new 
peripheral accessories. 

Net sales in fiscal 1980 more than doubled that of fiscal 1979, reflecting the expansion of the 
Company's market to include use of Apple's computers by persons without prior computer experi­
ence as well as by persons with such experience. Factors contributing to this expansion included 
the Company's introduction of its own software application packages and new peripheral devices 
to expand the computer's applications. Costs and expenses in fiscal 1980 were significantly affected by 
the termination of the Company's independent distribution arrangements and by the start-up of manu­
facturing facilities in Dallas, Texas and County Cork, Ireland. Apple's purchase of inventory 
from certain of the distributors which it had terminated during the year, which purchases were at 
costs higher than the Company's manufacturing costs, and certain other costs associated with such 
terminations increased costs and expenses by approximately 2.5% of fiscal 1980 net sales. Start-up 
costs for Apple's new manufacturing facilities increased costs and expenses by approximately .6% 
of net sales. Marketing expenses increased to approximately 10% of net sales c°mpared to 8% of 
net sales in fiscal 1979, reflecting increases in advertising expenses and the added costs o e 
Company's establishing its own direct sales organization to serve the retail computer stores after 
termination of its distributors in March 1980. Such increased costs included the hiring of additional 
personnel and warehousing costs and sales commissions. Some of these costs were in addition to e 
warehousing costs and sales commissions paid to the former distributors during the start-up period 
These costs of establishing the Company's regional distribution facilities were offset by theCompanys 
ability to sell its products directly to retail dealers at prices which were higher than.the Company.had 
charged its former distributors. Apple anticipates that continued expenditures will be made to expand 
its direct sales force to serve not only existing markets, but other markets as it introduces new 

product applications. 
During fiscal 1980 the Company's quarterly results were affected by the aforementioned factors^ 

The termination of the Company's distribution arrangements late m ' y ; 
rr -i • r Li_ u ^ t\x/n floral Quarters and resulted in a shirt in some sales tiom affected earnings for the subsequent two fiscM quarte ^ 

the second to the third cosls and expenses in the third and fourth 
and certain other costs associatedrespectively. Start-up costs associated 
fiscal quarters by 4.6% and 3.4% of net ^m ^ ^ ^ fomth quarter. The Company's 
with new manufacturing facdit es occ 1 ^ ^ ̂  

;ro,tfC n. system, which will firs, be sold to retail customers in late 

November 1980. 

Liquidity ( adequate to meet its needs ("liquidity") results from 
the S: ^collection of accounts receivable and periodic bank borrowings 



and the sale of Common Stock. The Company's liquidity is improved by the tax benefit recognized 
upon the exercise of employee stock options, because income taxes payable are reduced by appioxi-
rnately 50% of the difference between the option exercise prices and the fair value of the shares at the 
time of exercise. These sources of liquidity are reduced by the Company s payments of accounts 
payable, income taxes payable and, periodically, notes payable to banks. 

The Company's accounts receivable have increased each fiscal year, reflecting the growth in sales. 
During the 1980 fiscal year the Company improved its liquidity by reducing the number of days 
sales in accounts receivable, thereby increasing the availability of cash. This improvement resulted 
from the Company's domestic sale of products directly to the retail dealers. Such diiect sales weie on 
collection terms more favorable than the terms previously extended to distributors. However, theie is 
no assurance that the Company will maintain these collection terms on a long-term basis as market 
factors and competitive conditions change. 

During the 1980 fiscal year the Company's liquidity was negatively affected by an increase 
in inventory as a percentage of cost of sales resulting principally from increased levels of finished 
goods inventory. This increase was principally due to the Company carrying finished goods inventories 
at its regional distribution centers for direct sales to its retail dealers. In addition, inventory levels 
increased as a result of the Company purchasing materials and parts for production of the Apple III, 
which production commenced later than the Company's anticipated schedule due to certain technical 
difficulties. As production and sales of the Apple III increase, the level of manufacturing inventory 
for this product as a percentage of cost of sales is expected to decrease. 

At September 26, 1980 the Company's material unused sources of liquidity consisted principally of 
approximately $2,000,000 of government securities and approximately $4,650,000 of currently available 
borrowings under its bank line of credit. See Note 5 of Notes to Consolidated Financial Statements. 
Except for the sale of Common Stock offered by this Prospectus, the Company does not anticipate 
a material change in the nature of its liquidity needs or available sources of liquidity. 

Capital Resources 
The Company's capital resource commitments at September 26, 1980 principally consisted of lease 

obligations and the Company's commitment to establish facilities in Ireland under an agreement with 
the Irish Development Authority. See Note 7 of Notes to Consolidated Financial Statements. The 
Company intends to finance these commitments from working capital generated from its internal and 
external sources of liquidity. 
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BUSINESS 
Introduction 

The Company designs, develops, produces, markets, and services microprocessor-based personal 
computer systems for individual use in a variety of computing applications. The Company s computer 
systems are generally composed of a computer mainframe and peripherals, operating software to 
control the system and applications software to solve problems. In addition, supplemental circuit 
boards and optional accessories can be added to enable the computer to perform additional or 
different tasks. 

Computer systems powerful enough to solve meaningful computing problems but priced low 
enough to be used by one person resulted from significant technical and manufacturing advances 
within the semiconductor and magnetic memory industries over the past ten years. These advances 
included the development of increasingly more powerful microprocessor and memory circuits and 
significant reductions in the cost of these circuits. Similar developments occurred in magnetic 
storage as costs per unit of storage declined and capacities increased both for floppy (flexible) 
and rigid disks. 

These advances and the introduction of a growing number of applications software packages 
resulted in the development of markets and applications for personal computer systems. Pene­
tration of these markets has and will continue to require effective product marketing and distribution 
as well as the continuing development of easy-to-use software. 

In 1976, two of the Company's founders designed, developed and assembled the Apple I, a 
microprocessor-based computer consisting of a single printed circuit board. In April 1977 the 
Company introduced the Apple II computer mainframe which was similar to the Apple I but 
incorporated additional circuitry and a keyboard, and was packaged in a plastic housing. Although 
many of the early personal computers, including Apple's products, were purchased by hobbyists who 
were highly knowledgeable technicians, the Company believes that such purchases presently con­
stitute a small and decreasing percentage of personal computer sales. 

In 1978 and 1979, the Apple II was improved with the addition of a more powerful disk operating 
system which facilitated the use of optional floppy disk storage in place of less efficient cassette 
tape storage. These enhancements increased the power and speed of the Apple II and facilitated 
the development of applications software. Independent firms began supplying a variety of applications 
software and peripheral equipment for use with the Apple II, for such applications as small business 
accounting, text editing, portfolio analysis, laboratory data collection and teaching The developmen 
of this software and equipment contributed to the growth of the low-cost personal computer market 
by increasing the variety of applications for which personal computers could be used. Today, e 
Company's systems are used by persons without prior computer experience as well as by persons 
with prior computer experience in business, education, scientific and engineering applications and, 

to a lesser extent, in the home. 
In anticipation of market growth, in 1977 Apple commenced the development of a distribution 

network of independent regional distributors and local retail outlets. In 1980, Apple terminated its 
arrangements with its domestic distributors and commenced distribution of its products d.rect y 
retail stores in order to Improve the management of the channels of distribution and to S™. bcttc 
access to end-users. See "Marketing" and -Litigation". Apple products are currently sold[through 
approximately 750 independent retail outlets in the United States and Canada and u.teir aion y 
through 20 distributors whieh resell to approximately 1,000 retail dealers. Products are emced in 
the United States and in Canada by approximately 650 of the retail stores and internationally by 

retail dealers. 

^^The Company's computer systems combine the Apple II mainframe or Apple III with a 
variety of software programs and peripheral accessories, depending upon the complexity of the 
system and the computing tasks to be performed. 
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Apple II 

The Company's principal computer system is based on the Apple II computer mainframe, first 
introduced in 1977. Packaged in a five-inch high, 12-pound case are the basic units of a computer, 
including a microprocessor, random access main memory, read only control memory, a typewriter-
style keyboard and a power supply. In addition, the Apple II system circuitry provides an interface 
with various external devices, including a video display and specialized input controls for games. The 
basic Apple II mainframe can provide output to a black and white or color video monitor (including 
a television set) and can display 40 characters per line or graphics in up to 16 colors. It can also 
generate sounds and music through a built-in speaker. The Apple II provides eight plug-in slots for 
optional circuit boards which control and interface with such peripheral devices as disk drives, printers 
and a graphics tablet. The Apple II can be furnished with main memory ranging from 16K bytes to 48K 
bytes (a byte is a unit of data, such as a letter or integer and K is a symbol for approximately 1,000). 

The suggested retail price of the Apple II mainframe ranges from $1,195 to $1,395, depending 
on main memory size. Complete Apple II systems, including various peripheral devices and software 
packages typically range in suggested retail price from $1,850 to over $5,000. As of October 31, 
1980 the Company had sold approximately 135,000 Apple II computers. 

Apple III 

The Company announced the Apple III computer system in May 1980, with the first shipments 
originally scheduled for the summer of 1980. However, the Company encountered delays in meeting 
its production schedule, and demonstration units were first shipped to dealers in September 1980. 
The first deliveries of Apple III to retail customers are expected to take place in late November 1980. 
The Apple III is intended for a range of applications requiring more computing speed and power than 
the Apple II and includes a number of features which are optional accessories for the Apple II, as 
well as other features not available on the Apple II. The Apple III incorporates a built-in disk drive as 
well as the circuitry to control up to three additional external disk drives. It offers built-in interface 
circuitry for both a thermal printer and a letter-quality impact printer, for an enhanced typewriter-
style keyboard with a numeric key pad and for full upper and lower case display capability with a text 
display of 80 characters per line. Apple III is furnished with main memory capacity of 96K bytes 
and can be expanded to 128K bytes. 

The Apple III is designed principally for business applications, including preparing detailed 
budgets, performing complex pricing analyses, long-term scheduling, calculating investment returns, 
maintaining mailing lists and word processing. The suggested retail price for the Apple III computer 
system will range from approximately $4,300 to over $7,800 depending upon main memory size 
and peripherals. 

Due to the recent introduction of the Apple III, the utility of and market acceptance for the 
product have not yet been demonstrated by significant sales or end-user applications. 

Software 

Of major importance to the usefulness, simplicity and flexibility of an Apple computer system 
is the availability of a variety of system software and applications packages. 

System software is a set of programs supplied by Apple that enable the user to supervise the 
computer's resources. With these programs the user can maintain and manipulate files, execute 
existing programs and use programming languages to develop new applications. Programming 
languages enable the user to instruct the computer to perform specific tasks. Apple offers the user 
a variety of programming languages, each having advantages for particular applications. The pro­
gramming languages offered for the Apple II include two versions of the popular BASIC (an easy-to-
use beginners language), FORTRAN (useful for work in mathematics, engineering and the sciences), 

as (generally used by professional computer programmers for complex programs) and PILOT 
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(used for the development of computer aided instruction in education). The Apple III has an 
improved operating system for faster data retrieval and storage and will initially offer the Apple 
Business BASIC programming language and, in April 1981, will offer Pascal. In addition,- the Apple III 
has a special emulation capability which permits it to run most programs designed for the Apple II. 

Applications packages are programs written in one of the programming languages and are designed 
to accomplish specific tasks, such as bookkeeping, text editing and financial modeling. Although some 
of these programs are designed and developed by Apple, the Company believes that most of the 
applications packages which are available for Apple's computers are developed independently and 
supplied by approximately 170 independent vendors. 

Among the principal software packages for the Apple II developed and marketed diiectly by 

—a mailing list system for entering, editing, storing and print­
ing names, addresses and telephone numbers which, when 
attached to a compatible printer, will also print mailing 
labels, addresses and telephone lists. 

—a basic word processing system providing the capability to 
write, revise, edit and print text. 

—assists in portfolio analysis by enabling the user to store 
stock portfolios and to access stock quotations and other 
information via telephone connection to the Dow Jones 
News Retrieval System. 

—various programs designed as educational aids. 

The software packages for the Apple II developed by independent vendors and marketed by Apple 
under royalty agreements include: 

—a system for preparing, revising and printing charts and 
graphs. 

—a small retail store management system designed to main­
tain customer/vendor files, monitor and order inventory and 
generate invoices and management reports. 

—an accounting system designed to maintain accounts receiv­
able, accounts payable and general ledger records for a 
small business. 

In addition, the Company believes that one of the applications packages frequently used with 
the Apple II, which is developed and marketed by an independent vendor, .s a financial moM.ng 
system enabling a user to manipulate and express relationshrps between rows and columns of number 
in applications such as financial modeling and forecasting, A new version of this applications 
paekage is intended to be marketed directly by the Company m connection With the Apple III, 

PCfiwJlCTClls 
Annie's computer systems are used with a variety of peripheral products such as video monitors, 
Apples comp - ADole's computers incorporate standard interfaces permitting 

disk drives, printers and graphics tablets. Appie s cumpui e a ^lp 
the use of peripheral, designed and manufactured by others as well as those offered by Apple. 

One of the principal peripheral aeeessories manufactured and offered by Apple is h t t i n  
ot tne P i , . , • P mnnnbilitv of the computer through the use of 5V4-inch 

Sye o/tppy'dr foT"'The r£k II, ~ldom — 

capacity of up to 143K bytesi o^data ^ecotrrmodate many additional applications. The 

^mpany'believes'that most STpHeations of the personal computer will repuire a bulk random 

access storage device such as a Disk II. 

the Company are the following: 

APPLE POST™ 

APPLE WRITER™ 

DOW JONES SERIES 
PORTFOLIO EVALUATOR 

SHELL GAMES 

APPLE PLOT™ 

CASHIER™ 

CONTROLLER™ 
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Other peripheral accessories manufactured and offered by Apple include a graphics tablet (to 
create and display pictorial information electronically, such as architectural renderings, schematics, 
mechanical shapes and fine arts), a thermal printer (used for quiet printing of text or graphics) and 
interface circuit boards (used to exchange data between Apple computers and other computers, 
printers or accessories). Apple also markets peripheral products including impact printers and video 
monitors manufactured by others. 

Useis of Apple computer systems also have a choice of a wide variety of other peripheral 
accessories designed and offered by independent companies. These peripherals include medium-
speed printers for home and business applications requiring letter-quality output; modems which 
provide a data communications link utilizing a telephone network to access timesharing services, 
computerized bulletin boards or other computers; music synthesizers; and portable power units that 
allow Apple systems to be operated in automobiles and elsewhere. 

The first personal computers were sold principally by mail order to hobbyists. However 
with the growth in the number of computer retail stores since 1976, most personal computers have 
been distributed through retail outlets, reflecting the economics of distributing and servicing a 
moderate cost product to a highly diverse market. The Company believes that the introduction of 
higher priced and more complex personal computers, such as the Apple III, may require the Company 
to expand its distribution channels or establish additional marketing arrangements, such as a direct 
sales force. Certain of these steps could involve significant investments and additional costs. See "Use of 
Proceeds . In addition, the development of an experienced and expanded marketing organization 
will require the addition of qualified personnel, who are in great demand. 

Distribution Channels 

Apples products are sold in the United States and Canada through approximately 750 indepen­
dent retail outlets. Sales to the retail stores are made directly by the Company's sales organization 
and through independent sales representatives on a commission basis. The retail outlets are generally 
computer stores which range from sole proprietorships to franchises of retail store chains. These 
stores typically handle a variety of computer-related products, including competitive computer systems. 
Approximately 220 of the retail outlets consist of franchised outlets of four independent retail chains. 
To a lesser extent, Apple also markets its products to end-users and original equipment manufacturers 
through its own direct sales force and through independent sales representatives. 

Prior to March 1980, Apple distributed its products in the United Statec arM rw,P„ ,i.. 

Marketing 
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to the retail stores, the regional centers also are responsible for warehousing Apple's products and 
providing credit, service training and service support. See "Service and Support". 

The largest retail chain distributing Apple products during the 1980 fiscal year was Computer­
Land with 118 franchised outlets offering Apple products in the United States. The Company has 
entered into a volume purchase agreement with ComputerLand, expiring on March 24, 1981, which 
is subject to automatic extension unless terminated upon 90 days notice by either party. Under 
the agreement, the Company sells its products directly to ComputerLand. ComputerLand resells 
such products to its franchised outlets and is responsible for centralized purchasing as well as selecting, 
training and monitoring its franchised dealers. Sales of Apple products to ComputerLand accounted 
for approximately 14% of the Company's net sales for the 1980 fiscal year. No other retail chain or 
store accounted for more than 3% of net sales during the 1980 fiscal year. 

Retail dealers typically purchase the Company's products on an as-needed basis. The Company, 
in turn, currently ships to retailers shortly after order receipt. For this reason and because the 
nature of their business frequently results in retail dealers changing delivery schedules and order 
rates, the Company's backlog of orders as of any particular period may not be representative of the 
Company's actual sales for any succeeding period. 

Prior to August 1980, foreign sales were made primarily to an independent distributor, Eurapple, 
located in the United States, under an agreement providing for exclusive rights to distribute Apple s 
products in certain foreign countries. Foreign sales were made by Eurapple to otliei independent 
distributors primarily located in Europe and, to a lesser extent, in the Far East, the Middle East, 
Australia, the Philippines and South Africa. In August 1980, Apple acquired Eurapple's distribution 
rights and currently sells its products directly to 20 independent foreign distributors. Sales to Eurapple 
in fiscal 1980 prior to such date accounted for approximately 17% of the Company s net sales fox 
fiscal 1980. See Note 2 of Notes to Consolidated Financial Statements. The foreign distributors resell 
the products to approximately 1,000 retail dealers. 

In September 1980 Apple established a center for sales, marketing, service, dealer training, 
warehousing and distribution in Zeist, Netherlands to serve the European market. In addition, the 
Company expects to manufacture a substantial portion of its products for sale in Europe at its recently 
opened facility in County Cork, Ireland. 

During the 1979 and 1980 fiscal years, foreign sales of Apple's products, including sales in 
Canada, were approximately 24% and 25%, respectively, of net sales for such periods. Since August 
1980 sales to the foreign distributors have been made in local currencies and are subject to the risks 
of exchange rate fluctuations. Restrictive tariff and export control policies are potential risks of foreign 
sales, but the Company has experienced no material problems to date. 

The Company has not directly financed, rented, or leased any of its computer systems nor is any 
such program presently contemplated. The Company, however, has entered into agreements with ITT 
Diversified Credit Corporation ("ITT") and United States Leasing Corporation ("USLC ) to provide 
inventory financing for retail dealers and third-party leasing arrangements for commercial end-user 
customers, respectively. The ITT agreement is terminable by the Company upon 10 days written 
notice to ITT and obligates the Company to repurchase factory-sealed Apple products from IT 1 in 
the event of certain defaults in the dealer's obligations. The USLC leasing plan offers commercial end-
user customers three and four-year leases with fixed pui chase options and permits useis to a c a i 
tional equipment to their leases. The agreement between the Company and USLC continues until 
October 31, 1981 and provides for automatic renewal for an additional one-year period unless 
terminated by either party. Both of the foregoing agreements were entered into by the Company m 
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June 1980 and, to date, only a small amount of the Company's products have been leased or 
financed under such agreements. 

Service and Support 
Apple's products are serviced in the United States and Canada by approximately 650 retail 

dealers and four Company-owned service centers. The authorized retail dealers are trained to replace 
and exchange most system components at the retail store. These dealers are required to enter into 
dealer service agreements pursuant to which they purchase service kits containing spare parts, com­
ponents, manuals and diagnostic progfams. Although certain of these dealers offer maintenance 
and service of entire systems, including peripheral products manufactured by others, the Company 
relies upon the manufacturers of such peripheral products (including any warranties offered by such 
manufacturers) for assistance in maintenance. The cost of this dealer service to the customer is set by 
the dealer for products not under warranty. To date, approximately 90% of all repair work and 
diagnostic testing on Apple products has been provided by dealers. 

Company-performed service principally consists of more extensive repairs not provided by the 
authorized retail dealers. This service is performed at the four United States regional support centers 
and at Zeist, Netherlands using extensive diagnostic instrumentation and repair equipment. 

Apple typically offers a 90-day full parts and labor warranty for its products and, since January 
1980, has offered an extended limited warranty at a price of $195 for each year of coverage. Since 
January 1980, approximately 5% of the purchasers of Apple systems entered into extended service 
agreements. Liabilities under both warranty programs have been nominal to date; however, no 
assurance can be given that this trend will continue for existing as well as new and more complex 
systems which may be introduced to the market. 

Although the Company currently anticipates utilizing its existing service procedures for its 
Apple III systems, such service, as well as service on future products, may require greater technical 
expertise than that currently used in dealer service and end-users of the Apple III and future products 
may require on-site service. In addition, the continued growth of Apple's distribution network will 
require the Company to establish other Company-owned service centers and to inventory spare parts 
in different geographic locations in order to provide prompt service and warranty repair. Such steps 
could involve significant investments and additional costs. 

Advertising and Promotion 
The expansion of the personal computer market will require a continued orientation effort directed 

at informing individuals of the means by which the computer may be utilized to enhance personal 
efficiency and productivity. Towards this end, the Company is committed to an extensive advertising 
and promotional effort. During the fiscal years ended September 30, 1978 and 1979 and September 26, 
1980, the Company spent $57.3,000, $2,011,000 and $4,469,000, respectively, for advertising. 

Apple supports the advertising campaigns of its retail dealers by reimbursing them for up to 3% 
of their dollar purchases from Apple for advertising costs actually incurred which comply with 
certain standards set by Apple. Apple also provides dealers, at its own expense, with a variety of 
support materials including point-of-sale posters, demonstration models and brochures. Sales seminars 
are also conducted to assist dealers in selling Apple products. 

Apple advertises its products through radio commercials, newspaper advertisements, in business, 
professional, consumer and trade periodicals, and through participation in industry shows and 
seminars. The Company also promotes its products through direct mailings to retail dealers and 
end-users and through various Company publications including The Apple Magazine, each issue of 
which features a major product application area, such as finance, business, science or education. 
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Competition 

1 he personal computer market is highly competitive and has been characterized by rapid 
technological advances in both hardware and software development, which have substantially 
increased the capabilities and applications of personal computers. The principal competitive factors 
in the personal computer market are product quality and reliability, relative price/performance, 
marketing and distribution capability, service and support, the availability of hardware and soft­
ware accessories, corporate reputation, and ease of understanding and operation of the system. The 
Company believes it competes favorably with respect to all of these factors, however, the Company's 
reliance upon independent retail dealers for product distribution may not provide the market penetra­
tion of Radio Shack (a subsidiary of Tandy Corporation), which sells through a large number of 
company-owned retail stores and distribution outlets. In addition, Commodore International Ltd. has 
broader international retail distribution than the Company. The Company may also be at a competitive 
disadvantage because it purchases integrated circuits and other component parts utilized in its 
computers from outside vendors, while certain of its competitors manufacture such parts. In addition, 
a substantial portion of the peripheral equipment used with Apples systems is purchased from outside 
vendors while certain competitors design and manufacture their own peripheral equipment. 

Apple, Radio Shack and Commodore are believed to be the principal manufacturers of personal 
computers with system prices below $5,000, which category includes most Apple II systems. The 
Company believes that it has the second largest installed base of such systems in the United States. 
Apple experiences competition for its higher priced systems (which will include the Apple III) 
from a number of concerns including Cromemco Incorporated, North Star Computers, Inc., Ohio 
Scientific, Inc. and Vector Graphics Inc. 

The Company expects intense competition from several substantially larger firms which have 
entered or are expected to enter the personal computer market, including Hewlett-Packard Com­
pany, IBM, Texas Instruments and various Japanese manufacturers, all of which have consideiab y 
greater financial, marketing, and technological resources than the Company. In addition, dep^dmg 
upon the successful completion of pending and proposed product development efforts, AeOompany 

. . . rlJiwflv with the foregoing; concerns and other large domestic and anticipates competing moie duectly witn rne ru » & Wancr T ahnra 
foreign nranufactorini concerns, such as Xerox Corporation, Exxon Corporation and Wang Labora­
tories Inc , such areas as the office automation and information processing segments of the busmess 

lies, inc. sucn an Company will have the financial resources, 
and office market. No assurance can be giventhe Comp technol , knowledge t0 

marketing, distribution and service capability, depth ot key personne , b 

compete successfully in these markets. 

Manufacturing , , , 
.• nc rriT1cjct Principally of the purchase, assembly and test 

The Company's manufacturing operatic ^ {admes located in DallaSj Texas; Cuper-
of the materials and components comprising p ^ ^ jn County Cork> Ireland. The 

tmo, San Jose and Los Angeles, Cahforn , 'duction 0f Apple'S products include semiconductors, 
principal materials and components 1 mechanical subassemblies purchased from independent 
plastic and metal parts, and certain elec ^ ^ ̂ metal and plastic parts and circuit 
suppliers. Although most are standard par s ce \ tQ Appie's specifications. In addition, 
boards are fabricated or assembled by m epei ^ and keyboards. Apple strives to qualify 
Apple manufactures certain components sue• c„t.a««pmhlies Certain components, such as 
multiple sources of supply for -11 of its si„g,e soorL, although the 
power supplies, integrated circuits and plastic avaj"labje jo date, the Company has not experienced 
Company believes other sources for such parts aie av ^ ^ materiai or components, 
any significant production problems or e ays ^ ̂  ^ ̂  ̂ ̂  

Quality control and final system testing an computers with specialized software to 
facilities. In the testing process, the Company utilizes 
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perform diagnostic testing to isolate and identify defective components. As part of the final testing 
process, all systems are subjected to a four day continuous "burn-in" to provide assurance of electronic 
and mechanical functions. 

Apple anticipates that as it develops more complex products it may be requiied to use custom 
integrated circuits. There can be no assurance that the required custom circuits will be readily 
available or available from more than one source. 

FCC Regulation 

In October 1979 and April 1980, the Federal Communications Commission ("FCC") adopted 
orders imposing radiofrequency emanation standards on computing equipment. The specifications 
set forth in those regulations are designed to reduce radiofrequency interference with communica­
tions, including television and radio reception. The regulations distinguish between computing devices 
marketed for use primarily in a commercial, industrial or business environment (designated Class A) 
a n d  c o m p u t i n g  d e v i c e s  m a r k e t e d  f o r  u s e  p r i m a r i l y  i n  a  r e s i d e n t i a l  e n v i r o n m e n t  ( d e s i g n a t e d  C l a s s  B ) .  

The Company believes that its Apple II system will be subject to regulations imposed on Class B 
devices. Personal computers classified as Class B devices which are manufactured after January 1, 
1981 must be certificated as being in compliance with the FCC specifications for such devices and be 
appropriately labelled. The Company has completed the engineering design work to modify the 
Apple II system to comply with the regulations and has ordered the necessary parts to permit pro­
duction of the redesigned system by the required January 1, 1981 date. However, no assurance can 
be given that the Company will be able to meet this production schedule for the redesigned system. 
As a consequence, the Company has also filed a request with the FCC for a 90 day extension, but 
it is uncertain whether such extension will be granted. If the Company is unable to meet its planned 
modification and production schedule and if no extension is granted, the Company could be pre­
cluded from selling non-complying products in the United States until such modifications are com­
pleted. However, the Company does not believe this risk to be significant. 

The Company believes that its Apple III computer systems will be classified as Class A devices. 
Class A devices first manufactured prior to October 1, 1981 must meet Class A specifications by 
October 1, 1983. All Class A devices first produced after October 1, 1981 must comply with Class A 
specifications at the time of their manufacture. Since the specifications for Class A devices are less 
strict than the equivalent standards for Class B devices, and since the time in which compliance must 
occur is longer, the Company expects the Apple III to satisfy applicable FCC specifications. 

Research and Development 

The personal computer industry is subject to rapid technological change, and the ability of the 
Company to operate successfully depends upon, among other things, its ability to adapt to such 
change. The Company maintains a continuing program of research and development. This program 
focuses upon the development of personal computer systems to address new markets and applications, 
the development of peripheral accessories and the development of software packages designed to 
further enhance the user's productivity. 

During the fiscal years ended September 30, 1978 and 1979 and September 26, 1980, the 
Company spent approximately $600,000, $3,600,000, and $7,300,000, respectively, for research and 
product development. All of the Company's research and development costs are expensed as incurred. 

Patents and Licenses 

The Company currently holds four U.S. patents and has filed applications for four additional 
U.S. patents relating to certain aspects of the Company's computer and peripheral systems. The 
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Company is also seeking patent protection in certain major foreign countries. However, the Company 
believes that the ownership of patents is not presently a significant factor in its business and that 
its success does not depend on the ownership of patents, but primarily on the innovative skills, 
technical competence and the marketing abilities of its personnel. 

In addition, the Company has a registered trademark in the United States for "Apple", the 
Apple silhouette and the Apple color logo. 

Because of the technological changes in the computer industry with current extensive patent 
coverage and the rapid rate of issuance of new patents, certain components of the Company s 
products may involve infringement of existing patents. If any such infringements do exist, the 
Company believes, based upon industry practice, that any necessary licenses or rights under patents 
may be obtained on terms which would not have a material adverse effect on the Company. The 
Company has entered into a patent cross-licensing agreement with Hewlett-Packard. 

Litigation 
In June 1980, High Technology, Inc., a former distributor of the Company's products which was 

terminated by the Company, filed an action against the Company in the United States District Court 
for the Eastern District of Missouri. High Technology's president and an affiliated company are also 
plaintiffs. The complaint alleges, among other things, violations of federal antitrust laws, breach 
of contract and tortious interference with contractual relationships. The complaint purports to state 
individual but overlapping claims, the largest of which is for $11,750,000 in damages, as we as 
alleging treble damages, punitive damages and claiming attorneys fees and costs. The'Company^has 
denied tin- material allegations of the complaint and has counterclaimed for the amount due o good 
sold and delivered by tin- Company to High Technology, for breach of the 
between the Company and High Technology and for tortious interference with the Company s busi­

ness relationships with dealers. 
f , f in „n artjon filed in May 1980 and currently pending in the 

II ' K^'<))mP^yf 'S tU r'mrt far the Western District of Washington brought by Omega North-United States I>istnct Court tor tne vvesurn , , nnmni„:nt rtWes breach 

of contract, violations of the Washington . unspecified amount, equitable relief and 
law and defamation. Omega seeks treb e a™aJ complaint denying its material allegations 
attorneys' fees and costs. The Company has the Co^y and for fraud. The 

and has counterclaimed for Omega s unp judgment on all but the defamation claim. 

*"•"» »"• 10 t"" 11 riv stag. Based upon the proceedings which 
Discovery in both of these legal actions i reCords, and discussion with Company 

have taken place to date and upon rc^ counsel, FenWick, Stone, Davis & West, are of the 
personnel, the Company and its specia i g< nlaintiffs in either case will establish a material 
opinion that there is no substantial likelihood that the plaint 
liability of the Company on any of the claims assei e 

Employees ;1,proximately 1,015 full time employees, including 
At September 26, 1980, the Company e™Ploy® PI dvelopment and related engineering; 558 in 

198 in marketing and sales; 152 In JZdtdminttrrton. 
manufacturing; and 107 in general manageme < ^ ^ tl)C Company's continued success 

Many of the Company's employees are big y ^ ̂ ^ employeeS; who are in great demand, 
will depend in part on its ability to attract an manufacturers, experiences difficulty in 
At times the Company, along with mos o 
fiiring and retaining experienced personne . domestic employees are represented by a 

The Company has never had a work County Cork, Ireland are represented by 
labor organization The Company's product:'^.^he Company considers its employee relations to 
the Irish Transport and General Workers Union. 
be good. 
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Property 
The following table sets forth information concerning the Company's 

Location Square Feet 

Manufacturing 

principal facilities: 
Lease Expiration 

Garden Grove, CA 
Newbury Park, CA 
Carrollton, TX 

Distribution 

Administration and Research and Development 
Cupertino, CA (7 locations) 
Cupertino, CA 

69,100 11/83 to 6/89 
34,640 5/86 
46,717 3/81 to 6/85 
20,680 8/84 

6,490 8/83 
100,000 7/85 

41,500 Owned 
321,127 

31,000 12/82 
31,645 8/86 
29,160 9/85 
39,388 7/85 
29,329 5/81 

160,522 

103,314 12/80 to 12/90 
3,000 Owned 

106,314 

In addition the Company leases facilities aggregating approximately 20,000 square feet for 
regional sales offices. See Note 7 of Notes to Consolidated Financial Statements for information 
regarding the Company's obligations under leases. 

The Company has commenced expansion of its Ireland facility to include an additional 
42,000 square feet of manufacturing space, with construction anticipated to be completed in July 
1981. The Company also intends to lease additional office facilities aggregating approximately 130,000 
square feet in Cupertino, California, which are currently under construction and anticipated to 
be completed in August 1981. 

The Company believes that its existing facilities and equipment are well maintained, in good 
operating condition and adequate for its present level of operations. 

Executive Officers and Directors MANAGEMENT 
The executive officers and directors of the Company and their ages are as follows: 

Name Position 
A. C. Markkula, Jr Chairman of the Board and Executive Vice 

President 
Steven P. Jobs Vice Chairman of the Board and Vice President 
Michael M. Scott President, Chief Executive Officer and Director 
Ann S. Bowers Vice President—Human Resources 
Carl H. Carlson Executive Vice President—Operations 
Gene P. Carter Vice President—Sales 
John D. Couch Vice President 
Albert A Eisenstat Vice President, General Counsel and Secretary 
Fiederiek M.^Hoar^ , Vice President—Corporate Communications 

t t  y - c e  President 
Executive Vice President 

Frederick Rodney Holt 
Thomas M. Whitney 
Stephen G. Wozniak Vice President 
Kenneth R. Zerbe Executive Vice President-

Administration 
Peter O. Crisp® ( Director 
Arthur Rock® Director 
Philip S. Schlein® Director 
Henry E. Singleton* 

-Finance and 

Director 
Member of Audit Committee and Compensation Committee. 
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Age 
38 

25 
37 
42 
52 
46 
33 
50 
54 
46 
41 
29 
45 

48 
54 
46 
63 



All directors hold office until the annual meeting of shareholders of the Company next following 
their election, or until their successors have been elected and qualified. Officers serve at the discre­
tion of the Board of Directors. Pursuant to the requirements of a common stock purchase agreement 
entered into by the Company in January 1978, Mr. Crisp was appointed as a director in substitution 
for Mr. Henry S. Smith in October 1980. See "Certain Transactions". The Company has entered into 
an employment agreement with Carl H. Carlson which expires in September 1981. 

There are no family relationships between any directors or executive officers of the Company. 

Mr. Markkula has been a director since March 1977 and has served as Chairman of the Board 
of Directors since May 1977. In addition, he served as Vice President—Marketing from May 
1977 through June 1980, and was promoted to Executive Vice President in June 1980. From 1971 
to December 1976. he was Marketing Manager at Intel Corporation, a manufacturer of integrated 
circuits. 

Mr. Jobs, a co-founder of the Company, has served as Vice Chairman of the Board since August 
1979 and as N ice President since May 1977, and has been a director since March 1977. Prior to that 
time, he worked as an engineer for two years with Atari, Inc., a computer games manufacturer. 

Mr. Scott has served as President since May 1977 and as a director since January 1978. From 
1972 to January 1977, he was a director of manufacturing at National Semiconductor Corporation, a 

manufacturer of integrated circuits and computers. 
Ms. Bowers joined the Company in July 1980 as Vice President-Human Resources. From 

October 1976 through June 1980, she served as an independent personnel management consu tan 
to high technology growth firms. Prior to that time she served as Director of Personnel at Inte 

Corporation for over six vears. 
M,. CarlMm |oined the Company in September 1979 as Vice Preeident-Qperat.oM and was 

p. ... Executive VtC President-Operation, in June 1980. From September 1OT8 untf hn 
i i i i • i, mot President and a director of Basic Manufacturing, Inc., a 

employment by the Company, he was PreS1°e"tn]^r manufacturer Prior to that time, he was Vice 
subsidiary of B IT Computer Systems, a f . of mini.COmputers, for approximately 
President of Computer Automation, Inc., a manuracu 

• A „ f 1Q77 a c National Sales Manager and in December 1978 
Mr. Carter joined the Company 111 Augus . Director of Microprocessor Marketing 

was elected Vice President-Sales. Prior to that time he was Director t 

at National Semiconductor Corporation. ^ ^ ^ ̂  ̂  

Mr. Couch joined the Company as ^ ̂  ̂  ̂  he held various engineering 
Vice President in April 1979. For more than y ^ manufacturer 0f business computers, during 
management positions at I lewlett-Packard omp ., HP-3000 family of computers. Mr. 
which time he was responsible for software development for 

Couch is also a director of Advanced B"sl"eS* ^ president and General Counsel and has also 
Mr. Eisenstat joined the Company in Ju y < ^ prom December 1978 to July 1980, he was 

served as Secretary of the Company since Septem er compUter services firm serving the banking, 
Senior Vice President of Bradford National Corpora i ^ thrQUgh DeCember 1978, he was Vice Presi-
securities, and health care industries. Fiom Decern ternadonal computer timesharing and services 
dent and Corporate Counsel of Tymshare, nc., <m ^ resp0Ilsible for legal and administrative duties, 
company. In both of these positions, Mr. Fisens a < president—Corporate Communications. 

Mr. floar joined the Company in July 1 _ he was Vice President—Public Affairs 
From March 1980 until his employment wi i " |compaily. For more than five years prior 
and Communications at Syntex Corporation, a phanna Camera & Instmment Corporation, a 
to that time he was Vice President-Communications for Pa 

semiconductor manufacturer. February 1977 and became Vice President 
Mr. Holt joined the Company as an *8°™* January 1977, Mr. Holt was a senior project 

Engineering in March 1978. From January 
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engineer with Atari, Inc. From January 1975 until January 1976, he was a senior project engineer 
for Coherent, Inc., a laser optics firm. 

Dr.. Whitney joined the Company in October 1978 as an Executive Vice President. From July 
1974 to October 1978, he was Engineering Manager for various divisions of Hewlett-Packard 
Company. In this position, he was in charge of managing hardware and software products 
development. 

Mr. Wozniak, a co-founder of the Company, has served as Vice President since March 1977, 
was Secretary of the Company from March 1977 to September 1980 and was a director of the Com­
pany from March 1977 to January 1978. Prior to that time, he had been an engineer for Hewlett-
Packard Company for three years. 

Mr. Zerbe joined the Company in April 1979 as Vice President—Finance and Administration, 
and served in that position until June 1980, at which time he was promoted to Executive Vice 
President—Finance and Administration. From April 1976 to April 1979, he was Senior Vice Presi­
dent of Finance and Administration for American Microsystems, Inc., a manufacturer of semicon­
ductors. Prior to that time, he was Senior Vice President of Finance at Fisher and Porter Co., a 
manufacturer of electronic process instrumentation. 

Mr. Crisp was appointed to the Board of Directors in October 1980. Since 1969, Mr. Crisp has 
been a general partner of Venrock Associates, a limited partnership that invests in technology-based 
companies. See "Certain Transactions". Mr. Crisp is also a director of Crum and Forster, Eastern Air 
Lines, Inc., Evans & Sutherland Computer Corp., Itek Corporation and Thermo Electron Corporation. 

Mr. Rock was appointed to the Board of Directors in October 1980 and was one of the early 
investors in the Company. He has been the general partner of Arthur Rock & Associates, a venture 
capital concern, since 1969 and a limited partner of Hambrecht & Quist, one of the Representatives 
of the Underwriters, since January 1980. Mr. Rock is also a director of Intel Corporation and Teledyne, 
Inc. See "Certain Transactions" and "Underwriters". 

Mr. Schlein was appointed to the Board of Directors in June 1979. He has been President and 
Chief Executive Officer of Macy's California, a division of R. H. Macy & Co., Inc. since January 
1974. Mr. Schlein is also a director of that corporation. 

Dr. Singleton was appointed to the Board of Directors in October 1978. He has been Chairman 
of the Board and Chief Executive Officer of Teledyne, Inc., an insurance and electronics company, 
for twenty years and also serves as a director of Unicoa Corp., a publicly-held subsidiary of 
Teledyne, Inc. 

Remuneration 
The following table sets forth certain information as to each of the five most highly compen­

sated executive officers or directors of the Company whose aggregate direct remuneration exceeded 
$50,000, and as to all officers and directors as a group, during the fiscal year ended September 
26, 1980. Cash and Cash Equivalent 

Remuneration 

Individuals or 
Persons in Group 

Michael M. Scott President and Chief 

Capacities in 
Which Served 

Salaries 
and 

Bonuses (1) 

$ 135,182 

Securities and 
Personal 

Benefits(2) 

$ 12,362 

Gene P. Carter 
John D. Couch 
Frederick Rodney Holt 
Thomas M. Whitney 
All Officers and Directors as a group 

Executive Officer 
Vice President—Sales 
Vice President 
Vice President 
Executive Vice President 

80,091 206,895 
81,253 646,734 
78,554 128,148 

104,750 2,342,819 

(16 persons) $1,447,825 $3,419,702(3) 
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(Footnotes from preceding page) 

( 1 )  I n c l u d e s  b o n u s e s  p a i d  i n  J a n u a r y  1 9 8 0  f o r  s e r v i c e s  r e n d e r e d  i n  t h e  f i s c a l  y e a r  e n d e d  S e p t e m -
bti 30, 1979 and bonuses accrued for all officers and directors as a group during the fiscal year 
ended September 26, 1980. Such accrued bonuses have not been allocated among participants 
in the bonus plan and therefore are not included in the individual amounts shown in the table. 
See "Key Employee Bonus Plan". 

( 2 )  I n c l u d e s  ( i )  a u t o m o b i l e  a l l o w a n c e s ;  ( i i )  $ 3 , 2 7 2 , 4 8 8  r e p r e s e n t i n g  t h e  d i f f e r e n c e  b e t w e e n  t h e  
exercise price of options exercised by certain officers during fiscal 1980 and the fair value on 
the date of exercise; and (iii) $106,464 representing the difference between the rate of 
interest on certain officers' and directors' notes to the Company and the average rate of interest 
(12.4%) at which the Company borrowed money in fiscal 1980. 

( 3 )  I n c l u d e s  b e n e f i t s  p a i d  t o  a  f o r m e r  d i r e c t o r  w h o  r e s i g n e d  i n  O c t o b e r  1 9 8 0 .  

See Certain Transactions' for information concerning indebtedness of certain officers to the 
Company. 

Key Employee Bonus Plan 

The Board of Directors of the Company has adopted a bonus plan for management for the 
fiscal year ending September 25, 1981. The bonus pool is determined by a formula based on annual 
sales and pre-tax profit margins, before adjustment for certain items. Eligible employees include the 
president, the vice-presidents, directors of operations, other key employees and certain other employ­
ees. Ninety percent of the bonus pool is available for award to individuals in certain categories. 
These categories are assigned weighted distribution values, which values are then used to determine 
the maximum dollar amount of bonuses available for individuals in such categories. Each individual 
is automatically awarded 70% of his or her maximum bonus determined pursuant to the weighted 
formula, and the remaining 30% is awarded at the discretion of the president. The remaining 10% of 
the total bonus pool is available for award at the discretion of the president to individuals not included 
in the categories referred to above. A similar bonus plan has been in effect in each of Apple's two 
prior fiscal years. In fiscal 1980, an aggregate of $554,000 was available as a bonus pool for dis­
tribution under the plan. 

Profit Participation Plan 
The Company adopted a Profit Participation Plan for fiscal 1980 under which distributions are 

made by the Company to employees in amounts of up to an aggregate of three percent of pre-tax 
earnings, depending upon the Company's pre-tax profits for each calendar quarter, before adjustment 
for certain items. Distributions under the Profit Participation Plan are made by the Company on a 
quarterly basis within 30 days after the end of the quarter and are allocated among eligible 
participants in the proportion that their base salary for the quarter bears to the aggregate of all 
base salaries of participating employees in that quarter. All persons employed on a regulai basis 
for at least 30 hours per week with a minimum of six months of service with the Company, with 
the exception of corporate officers and directors of operations, aie eligible to participate in the Piofit 
Participation Plan. For fiscal 1980, approximately $379,000 was provided under the Profit Partici­
pation Plan. 

Stock Option Plans 
The Company had a 1978 Stock Option Plan (the "1978 Option Plan") which was terminated 

by the Board in December 1979. In addition, the Company has a 1980 Stock Option Plan (the 1980 
Option Plan"), adopted by the Board of Directors and approved by the shareholders in December 
1979, under which a total of 3,200,000 shares of Common Stock were reserved for issuance and a 
198l' Stock Option Plan (the "1981 Option Plan"), adopted by the Board of Directors in October 
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1980 and approved by the shareholders in November 1980, under which 1,500,000 shares of Common 
Stock are reserved for issuance. Each of these plans is administered by the Board of Directors, 
which has authority to determine optionees, the number of shares to be covered by each option, 
the time at which each option is exercisable, the exercise price of the options granted, the method 
of payment and certain other terms of the options. The exercise prices of options granted under the 
1978 Option Plan and 1980 Option Plan have been determined by the Board to be not less than 
the fair value of the shares at the respective dates of grant. The 1981 Option Plan provides that 
the exercise prices of options granted thereunder shall not be less than the fair market value of the 
shares at the date of grant, as determined by the Board. Any options which are cancelled or not 
exercised within the option period become available for future grants. As of September 26, 1980, 
there were options to purchase a total of 7,180,972 shares outstanding to all employees under the 
Company's option plans. No options have been granted under the 1981 Option Plan. 

The following table sets forth information as to all options to purchase Common Stock under 
the stock option plans which were granted to or exercised by certain officers and all officers and 
directors as a group during the fiscal year ended September 26, 1980, and information as to unexer­
cised options held by such persons as of November 1, 1980. 

Gene P. 
Carter 

John D. 
Couch 

F. Rodney 
Holt 

Thomas M. 
Whitney 

All Directors 
and Officers 
as a Croup 
(7 Persons) 

Options Granted: 
Number of shares — — — 160,000 435,000 
Average exercise price per share — — — $1.31 $2.78 

Options Exercised: 
Number of shares 160,000 320,000 106,656 1,120,000 1,906,656 
Aggregate purchase price $ 15,000 $127,500 $ 19,998 $ 300,000 $ 724,998 
Aggregate fair value on date of 

$ 724,998 

exercise $210,000 $765,000 $139,986 $2,620,000 $3,997,486 
Unexercised Options: 

$3,997,486 

Number of shares 160,000 — 213,344 748,344 
Average exercise price per share . $.09 — $.19 — $1.59 

See Shares Eligible for Future Sale and Description of Securities—Outstanding Registration 
Rights for information concerning the registration of shares reserved under the stock option plans. 

Employee Stock Purchase Plan 

The Companys Employee Stock Purchase Plan (the "Purchase Plan") was adopted by the 
Board of Directors in October 1980 and approved by the shareholders in November 1980. A total of 
1,000,000 shares of Common Stock are reserved for issuance under the Purchase Plan. The Purchase 
Plan, which is intended to qualify under Section 423 of the Internal Revenue Code of 1954, as 
amended, is implemented by one offering during each six-month period and is administered by the 
Board of Directors of the Company or by a committee appointed by the Board. Employees are eligible 
to participate if they are customarily employed by the Company for at least 20 hours per week and 
more than five months per year. The Purchase Plan permits eligible employees to purchase Common 
Stock through payroll deductions (which may not exceed 10% of an employee's compensation) at the 
lower of 85% of the fair value of the Common Stock as determined by the Board of Directors at the 
beginning or at the end of each six-month offering period. Employees may end their participation 
in the offering at any time during the offering period and participation ends automatically on 
termination of employment with the Company. To date, no shares have been offered or sold to 
employees pursuant to the Purchase Plan. 
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Key Employee Stock Purchase Plan 

In December 1979, the Board of Directors and shareholders of the Company adopted a Key 
Employee Stock Purchase Plan which was terminated by the Board of Directors in October 1980. 
A total of 800,000 shares of Common Stock was initially reserved for issuance under the plan, of 
which 798,000 shares have been issued. Consideration for the shares, which were sold at fair value 
as determined by the Board of Directors, was payable in cash or by a promissory note. The purchase 
agreements under the plan provide the Company with an option to repurchase the shares at the 
original sales price in the event of termination of the participants' employment within specified 
time periods. 

1980 Stock Option Financial Assistance Program 

In December 1979, the Board of Directors and shareholders adopted a Financial Assistance 
Program for the purpose of assisting optionees under the Stock Option Plans of the Company in 
acquiring shares by providing loan guarantees of bank loans to such optionees. Optionees holding 
options exercisable during calendar year 1980 are eligible for participation in the program. The 
Company will provide a guaranty to the bank in an amount not to exceed the aggregate purchase price 
of the shares plus 23% of the difference between the aggregate purchase price of the shares and their 
market price on the date of exercise, as determined by the Board of Directors. The shares issued 
upon exercise of the option must be pledged to the Company as collateral to secure its guaranty. 
The aggregate amount to be guaranteed by the Company pursuant to the program shall not exceed 
$2,000,000. At September 26, 1980 the Company had outstanding guarantees of approximately 
$1,018,567 under the program, representing the outstanding amount on loans made to 72 optionees 
for the purchase of an aggregate of 815,944 shares of the Company's Common Stock upon the exercise 
of the options. Messrs. Carter, Couch and Whitney are the only officers currently participating in this 
program. This plan was terminated by the Board of Directors in November 1980. 
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CERTAIN TRANSACTIONS 
Steven P. Jobs, Stephen G. Wozniak and A. C. Markkula, Jr. may be considered "promoters" 

of the Company within the meaning of the rules and regulations promulgated under the Securities 
Act of 1933, as amended. In March 1977 the Company sold and issued to Messrs. Jobs and Wozniak 
8,320,000 shares of Common Stock each for an aggregate purchase price of $2,654.48 each; and in 
November 1977 the Company sold and issued 8,320,000 shares of Common Stock to Mr. Markkula 
for $91,000. The shares issued to Mr. Markkula were paid for in cash. The shares issued to Messrs. Jobs 
and Wozniak were issued in exchange for certain designs and assets relating to Apple's first products, 
which were valued at their then-current value by Messrs. Jobs, Wozniak and Markkula acting in 
their capacities as directors of the Company. 

In a private placement in January 1978 the Company sold an aggregate of 5,520,000 shares of 
Common Stock at a purchase price of $.09 per share for an aggregate purchase price of $517,500 to 
a group of private investors. Of these shares, 640,000 were purchased by Mr. Arthur Rock, a director 
of the Company, and 3,200,000 were purchased by Venrock Associates, a venture capital limited 
partnership of which Mr. Henry S. Smith, a former director of the Company, and Mr. Peter O. Crisp, 
a director of the Company, are general partners. Mr. Smith and his successor, Mr. Crisp, were elected 
to the Boaid of Directors pursuant to a common stock purchase agreement and related letter agree­
ment with certain major shareholders executed in connection with such private placement, which 
documents provide that, so long as Venrock Associates is a holder of at least 5% of the outstanding 
shaies of Common Stock of the Company, at least one person nominated by Venrock Associates is to 
be elected to the Board. In addition, Venrock Associates purchased 22,222 shares of Preferred Stock, 
Series A, from the Company in a private placement in September 1978 at a purchase price of $9.00 
pei share for an aggregate purchase price of $199,998. These shares were subsequently converted, in 
accordance with their terms, into 711,104 shares of Common Stock (giving effect to subsequent stock 
splits). 

The following table sets forth the number of shares of Common Stock which were sold to and 
the pi ice paid therefor by officers and directors of the Company other than the promoters: 

Price Per Date of 
Shares Share Purchase 

Michael M. Scott 1,280,000 $ 01 11/77 
r  , r r  n  ,  1,920,000 .09(1) 8/78 
Carl H. Carlson 200,000(2) 1.31(1) 10/79 
r p ^ ' 100>000 1-31(1) 10/80 
Gene P. Carter 160,000 .09 6/78 

160,000 .09 1/79 
160,000 .09(3) 2/80 

r h n r , 40,000(4) 1.31(5) 12/79 
John D. Couch 80.000(2) .09(1) 10/78 

80,000(2) .09(3) 2/80 
160,000(2) .09(1) 4/80 

. . 80,000(2) 1.31(1) 4/80 
Albert A. Eisenstat 160,000(4) 2.75(1) 7/80 
Frederick Rodney Holt 800,000 .01 11/77 

960,000 .09(1) 8/78 
TL Tin.-, 106,656(2) .19(3) 2/80 
Thomas Whitney 320,000(2) .09 1) 10/78 

320,000(2) .09(3) 2/80 
640,000(2) .09(1) 4/80 

r v u 160,000(2) 1.31(1) 4/80 
Kenneth R. Zerbe 800,000 31(1 7/79 
Arthur Rock 100,000(4) 2.75(1) 7/80 
SScSi- 610.000 .09 1/78 
Philip S. Schlem 32.000 .31 H/79 
. c. 80,000(4) 2.75(6) 4/80 

Hemy E. Singleton 1,120,000 .09 9/78 
80,000(4 ) 2.75(6 ) 4/80 

2g ( See footnotes on following page) 



( Footnotes from preceding page) 

(1) Payment was made by a 6% promissory note due five years from its date and secured by the 
shares purchased. 

(2) Represents shares issued upon exercise of options under the Company's Stock Option Plans. 
(3) Payment was made with the proceeds of a bank loan guaranteed by the Company. 
(4) Represents shares purchased under the 1980 Key Employee Stock Purchase Plan. See "Manage­

ment—Key Employee Stock Purchase Plan". 
(5) Payment was made by a 7% promissory note due five years from its date and secured by the 

shares purchased. 
(6) Payment was made by a 7% promissory note due four years from its date and secured by the 

shares purchased. 
Of the amounts payable by officers and directors of the Company with respect to the Notes 

described in the table, Messrs. Carlson, Couch, Whitney and Zerbe have repaid $7,875, $1,500, $1,875 
and $50,000, respectively, and Mr. Scott has repaid all of his notes in full. At November 1, 1980, all 
other amounts described in the foregoing table remained outstanding. Also, Messrs. Caitei, Couch, 
Holt and Whitney were extended loans in an aggregate amount of $257,070 during fiscal 1980 by a 
bank under the 1980 Stock Option Financial Assistance Program, repayment of which was guaranteed 
by the Company. Mr. Holt has subsequently repaid this note in full. See "Management—1980 Stock 
Option Financial Assistance Program". 

During fiscal 1979, the Company extended a $100,000 cash loan to Kenneth R. Zerbe at an 
interest rate of 6%. This loan was repaid prior to September 26, 1980. In addition, the Company 
extended loans during fiscal 1980 and 1981 in aggregate amounts of $443,900, $124,200, and $107,812 at 
an interest rate of 6% to Thomas Whitney, John Couch, and Carl Carlson, respectively, for tax payment 

purposes. _ , ^ 
In August 1980 Hambrecht & Quist, a venture capital limited partnership of which Mr. Rock 

is a limited partner,'entered into an agreement to purchase for its own account and the account of 
certain of its affiliates 40,000 shares of the Company's Common Stock from an employee of^ the 
Company at $5.44 per share for an aggregate purchase price of $217,600. See Underwnters . 

CERTAIN SHAREHOLDERS 
The following table sets forth information, as of September 26, 1980 with respect to all share­

holders known by the Company to be the beneficial owners of more than 5% of its °utstandl § 
Common Stock and share ownership by directors and by all officers and dnectois as a gioup. 

Shares of Common Stock 
Beneficially Owned (1) 

Number of Percent of 
Shares Total 

Name and Address 
u 3,801,822 7.9% Venrock Associates 

30 Rockefeller Plaza 
New York NY 7,547,448 15.6 

Steven P. Jobs 7,047,448(2) 14.6 
A. C Markkula, Jr. 4,181,792(3) 8.6 
Stephen G. Wozniak 2 946 232 6.1 
X K1 T \ \ C rrnff ' ' Michael M. Scott 3801 822(4) 7.9 
Peter O. Crisp 1^200,000 2.5 
Henry E. Singleton 640,000(5) 1.3 
Arthur Rock 112 000 0.2 

. group <17P«,so„s> ! 32,581 ',654(6) 67.0 

fljludides options which .re currently exercisable or will be exercisable wrtlnn 60 days from 

(2) Star Markkula and Linda Kathryn Mark-
kula Trustees of the Arlin Trust U/D/T dated May 29. 1980. which shares are beneficially 
owned by Mr. Markkula. (Footnotes continued on following page) 
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( Footnotes continued from preceding page) 

(3) Excludes (i) 1,248,000 shares held of record by Mr. Wozniak's wife, from whom he is separated, 
and (ii) an aggregate of 128,000 shares held of record by Mr. Wozniak's parents and siblings! 
Mr. Wozniak disclaims beneficial ownership of these shares. 

(4) Represents shares held of record by Venrock Associates, a venture capital limited partnership. As a 
general paitner of Venrock Associates, Mr. Crisp may be deemed to share voting and investment 
power as to all of such shares. 

(5) Includes 12,800 shares held of record by the Marie R. Getchel Trust, for which Mr. Rock acts 
as trustee and exercises voting and investment power. 

(6) Includes (i) 10,000 shares held of record by Mr. Carlson's son, as to which shares he disclaims 
beneficial ownership; (ii) 3,200 shares held of record by Mr. Couch's father, as to which shares 
he disclaims beneficial ownership; (iii) 101,540 shares held by a trustee in an irrevocable trust 
for Mr. Holt; and (iv) 266,656 shares subject to outstanding options, held by two officers which 
will be exercisable within 60 days from September 26, 1980. Excludes 119,944 shares owned by 
Mi. Henry S. Smith, a former director of the Company who resigned in October 1980. 

By virtue of their beneficial ownership of 15.6%, 14.6% and 6.1% of the outstanding shares of 
Common Stock, respectively, and positions with the Company (See "Management—Executive Officers 
and Directors ), Messrs. Jobs, Markkula and Scott may be deemed to be "parents" of the Company 
within the meaning of the rules and regulations promulgated under the Securities Act of 1933 as 
amended. 

SELLING SHAREHOLDERS 
The following table sets forth information, as of September 26, 1980, with respect to the bene­

ficial ownership of the Company's Common Stock by Selling Shareholders: 

Shares Owned Shares to Shares to Be Owned After Sale 
Name or Identity of Croup Number Percent Be Sold Number Percent(l) 

Broventure Company, Inc. 200,000 0.4% 5,000 195 000 Q 4% 
Continental Illinois 

Venture Corporation 1,792,000 3.7 224,000 1568 000 3 0 
r ltty-Third Street 

Ventures, Inc 240,000 0.5 40,000 200,000 0 4 
Hellman, Gal Investment 

Associates 600,000 1.2 100,000 500,000 1 0 
Hixon Venture Company 362,864 0.7 51,000 311864 0 6 
Xerox Corporation 800,000 1,7 80,000 720,000 1.4 

TotaI 3,994,864 8B% 500,000 3,494,864 ~67% 

(1) Assuming no exercise of the over-allotment option to purchase up to an aggregate of 400,000 
shares from the Company. 

DESCRIPTION OF SECURITIES 
The Company's authorized capital stock consists of 160,000,000 shares of Common Stock and 

5,000,000 shares of Preferred Stock. 

Common Stock 
Holders of shares of Common Stock are entitled to one vote per share on all matters to be 

voted on by shareholders, except that holders are entitled to cumulate their votes in the election 
of directors. The holders of Common Stock are entitled to receive such dividends, if any, as may 
be declared from time to time by the Board of Directors in its discretion from funds legally avail­
able therefor and subject to the prior dividend rights of holders of the Preferred Stock, if any (see 
Dividends ). Upon liquidation or dissolution of the Company, subject to prior liquidation rights of 

the ho ders of the Preferred Stock, if any, the holders of Common Stock are entitled to receive pro 
rata all assets remaining available for distribution to shareholders. The Common Stock has no pre­
emptive or other subscription rights, and there are no conversion rights or redemption or sinking fund 
provisions with respect to such shares. All of the outstanding shares of Common Stock are fully paid 
and nonassessable, and the shares of Common Stock to be outstanding upon completion of this 
ottering will be fully paid and nonassessable. 
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Preferred Stock 
The Company is authorized to issue up to 5,000,000 shares of Preferred Stock, none of which 

is presently outstanding. The Board of Directors is authorized to determine the dividend rights, 
dividend rate, conversion rights, voting rights, rights and terms of redemption, liquidation prefer­
ences and sinking fund terms on any series of Preferred Stock, the number of shares constituting any 
such series and the designation thereof. The Company has no present plans to issue any such shares. 

Outstanding Registration Rights 
The holders of an aggregate of 11,736,248 shares of Common Stock, at September 26, 1980, sold 

by the Company pursuant to Common Stock Purchase Agreements dated January 31, 1978 and 
August 9, 1979, and Common Stock issued upon conversion of Preferred Stock, Series A, sold by the 
Company pursuant to Preferred Stock Purchase Agreements dated August 25, 1978 and September 6, 
1978, or their transferees (collectively, the "Holders") are entitled to certain rights with respect to 
the registration thereof under the Securities Act of 1933, as amended (the "Act')- Such Holders may 
request that the Company file a registration statement under the Act with respect to such Common 
Stock, and the Company shall use its best efforts to effect such registration, provided that the aggre­
gate proposed offering price of the shares proposed to be registered is at least $4 million for the first 
registration of securities by the Company and $3 million for subsequent registrations, or the number of 
shares proposed to be registered is 3,200,000 shares, and subject to certain other conditions. The 
original purchasers under the four agreements have the sole and exclusive right to request the first 
such demand registration and the Company is only required to effect two such registrations. Further­
more, whenever the Company proposes to register any of its securities under the Act either for its own 
account or on account of other security holders exercising certain registration rights, the Company is 
required, each such time, to notify each Holder of the proposed registration, and include all Common 
Stock which such Holder may request to be included in such registration; provided, among other 
things, that the Company has the right to limit the number of such shares being registered according 
to a certain schedule. 

Holders of (i) options which have been granted under the 1978 Stock Option Plan or the 
1980 Stock Option Plan and which are exercisable and (ii) Common Stock of the Company issued 
upon exercise of such options (collectively, the Option Shares ) aie entitled to ceitain registia-
tion rights pursuant to the Option Agreements entered into with the Company. All expenses of such 
registrations are to be borne by the Company with the exception of transfer taxes, brokerage fees and 
other costs incurred directly by the optionee. The Company intends to file a registration statement 
on Form S-l to register the issuance of shares of Common Stock to employees upon exercise of stock 
options issued under the Company's Stock Option Plans. Such registration statement is expected to 
become effective shortly after the date of this Prospectus. Shares of Common Stock issued upon the 
exercise of stock options after the effective date of such registration statement will generally be freely 
tradable without any further registration requirement. 

Subject to market conditions and other factors, the Company may file another registration state­
ment on a date not less than four months after the date of this Prospectus covering the sale of such 
amount of the Option Shares as may be requested by the holders. The Company has agreed that the 
number of such Option Shares included in such registration statement will not exceed 500,000 shares 
without the written consent of Morgan Stanley & Co. Incorporated and Hambrecht & Quist as to the 
amount and method of offering. 

Transfer Agent and Registrar 
The First National Bank of Boston is the Transfer Agent and Registrar of the Company s Common 

Stock. 

Reports to Shareholders 
The Company intends to furnish its shareholders with annual reports containing audited financial 

statements and to distribute quarterly reports containing unaudited financial information for the 
first three quarters of each year. 
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UNDERWRITERS 

Under the terms and subject to the conditions contained in an Underwriting Agreement dated 
the date hereof, the Underwriters named below have severally agreed to purchase, and the Company 
and the Selling Shareholders have severally agreed to sell to them, shares of the Company's Common 
Stock which in the aggregate equal the number of shares set forth opposite the name of such 
Underwriter below. 

Name 

Morgan Stanley & Co. Incorporated 
Hambrecht & Quist 

Number of 
Shares Name 

Number of 
Shares 

Total 4,500,000 
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The Underwriting Agreement provides that the obligations of the several Underwriters to pay 
for and accept delivery of the shares of Common Stock are subject to the approval of certain legal 
matters by counsel and to certain other conditions including the conditions that no stop order suspend­
ing the effectiveness of the Registration Statement is in effect and no proceedings for such purpose 
are pending before or threatened by the Securities and Exchange Commission and that there has 
been no material adverse change (not in the ordinary course of business) in the condition of the 
Company and its subsidiaries, taken as a whole, from that set forth in the Registration Statement. The 
nature of the Underwriters' obligations is such that they are committed to take and pay for all of the 
shares of Common Stock offered hereby (other than those covered by the over-allotment option 
described below) if any are taken. 

The Underwriters propose to offer part of the shares directly to the public at the public offering 
price set forth on the cover page hereof and part to certain dealers at a price which represents a 
concession of $ a share under the public offering price. The Underwriters may allow, and such 
dealers may reallow, a concession not in excess of $ a share to other Underwriters or to certain 
other dealers. 

The Company has granted to the Underwriters an option, exercisable for 30 days from the date 
of this Prospectus, to purchase up to 400,000 additional shares of Common Stock at the public 
offering price set forth on the cover page hereof less the underwriting discounts and commissions. 
The Underwriters may exercise such option to purchase solely for the purpose of covering over-
allotments if any, incurred in the sale of the shares of Common Stock offered hereby. To the extent 
such option to purchase is exercised, each Underwriter will become obligated, subject to certain 
conditions, to purchase approximately the same percentage of such additional shares as the num i 
set forth next to such Underwriter's name in the preceding table bears to 4,500,000. 

The Representatives of the Underwriters have informed the Company that the Underwriters do 
not expect sales to discretionary accounts to exceed 5% of die total number of shares: of^Common 
Stock offered hereby and that the Representatives do not intend to confirm sales to any accounts over 
which they exercise discretionary authority. 

I„ August 1980, Hambrecht * Quist, one of the Representatives of the Unde™riters,enteredI into 
an agreement to purchase for its own account and the accounts of certa.n of «»«''»* ^«00 s . 
of Common Stock of the Company from an employee of the Company at t5M per share for a 
aggregate purchase price of $217,600. See "Certain Shareholders or shares owned by Mr. A 
Rock a director of the Company and a limited partner of Hambrecht & Quist. 

The Company, the Selling Shareholders and the Underwriters have agreed to indemnify each 
other against certain liabilities, including liabilities under the Seeur.ties Act of 19.03. 

Each Selling Shareholder has agreed no. to offer, sell, contract to sell or. gran, any option to 
purchase or otherwise di= of a sha,e;t o^f Common Stocked 

& Co. Incorporated and Hambrecht & Quist. 

Pricing of the Offering 
Tb • p pi V <r there has been no public market for the Company's Common Stock. The 

nor o ' c t| Common Stock has been determined by negotiation among the 
r "teS S amholdem andT Representatives of the Underwriters. Among the factors 
Company the Se g offering price were the sales, earnings and certain other 
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Prospectus should not, however, be considered an indication of the actual value of the Common Stock 
of the Company. Such price range is subject to change as a result of market conditions. 

LEGAL OPINIONS 

The validity of the shares offered hereby Will be passed upon for the Company and the Selling 
Shareholders by Wilson, Sonsini, Goodrich & Rosati, a Professional Corporation, 2 Palo Alto Square, 
Palo Alto, California, and for the Underwriters by Davis Polk & Wardwell, 1 Chase Manhattan Plaza, 
New York, New York. Davis Polk & Wardwell will rely as to all matters of California law on Wilson, 
Sonsini, Goodrich & Rosati. 

EXPERTS 

The consolidated financial statements and schedules included in this Prospectus and elsewhere 
in the Registration Statement have been examined by Arthur Young & Company, certified public 
accountants, to the extent and for the periods indicated in their report with respect thereto, and are 
included herein in reliance upon such reports and upon the authority of such firm as experts in 
auditing and accounting. 

ADDITIONAL INFORMATION 

The Company has filed with the Securities and Exchange Commission, Washington, D.C. 20549, 
a Registration Statement under the Securities Act of 1933, as amended, with respect to the Common 
Stock offered hereby. This Prospectus does not contain all of the information set forth in the Registra­
tion Statement and the exhibits and schedules thereto. For further information with respect to the 
Company and such Common Stock, reference is hereby made to such Registration Statement, exhibits 
and schedules. 
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REPORT OF CERTIFIED PURLIC ACCOUNTANTS 

The Board of Directors and Shareholders 
Apple Computer, Inc. 

We have examined the accompanying consolidated balance sheets of Apple Computer, Inc. at 
September 26, 1980 and September 30, 1979 and the related consolidated statements of income, share­
holders equity and changes in financial position for each of the three fiscal years in the period ended 
September 26, 1980 and for the period from January 3, 1977 (inception of the Corporation) through 
September 30, 1977. Our examinations were made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the accounting records and such other auditing pro­
cedures as we considered necessary in the circumstances. 

In our opinion, the statements mentioned above present fairly the consolidated financial position of 
Apple Computer, Inc. at September 26, 1980 and September 30, 1979 and the consolidated results of 
operations and changes in financial position for each of the three fiscal years in the period ended 
September 26, 1980 and for the period from January 3, 1977 (inception of the Corporation) through 
September 30, 1977, in conformity with generally accepted accounting principles applied on a con­
sistent basis during the period. 

ARTHUR YOUNG & COMPANY 
San Jose, California 
October 31, 1980 
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APPLE COMPUTER, INC. 

CONSOLIDATED STATEMENT OF INCOME 

January 3, 1977 
(Inception of 

Corporation) to 
September 30, 

1977 

Fiscal Year Ended 

Revenues (Note 1): 

January 3, 1977 
(Inception of 

Corporation) to 
September 30, 

1977 
September 30, 

1978 
September 30, 

1979 
September 26, 

1980 

Net sales 
Interest income 

$773,977 $7,856,360 
27,126 

$47,867,186 
71,795 

$117,125,746 
775,797 

Costs and expenses (Notes 1 and 10): 
773,977 7,883,486 47,938,981 117,901,543 

Costs and expenses (Notes 1 and 10): 
Cost of sales 
Research and development 
Marketing 
General and administrative 
Interest 

403,282 
75,520 

162,419 
76,176 
5,405 

3,959,959 
597,369 

1,290,562 
485,922 

2,177 

27,450,412 
3,601,090 
4,097,081 
2,616,365 

69,221 

67,328,954 
7,282,359 

12,109,498 
6,819,352 

209,397 
722,802 6,335,989 37,834,169 93,749,560 

Income before taxes on income ... 51,175 1,547,497 10,104,812 24,151,983 
Provision for taxes on income (Note 4) . 9,600 754,000 5,032,000 12,454,000 
Net income $ 41,575 $ 793,497 $ 5,072,812 $ 11,697,983 
Earnings per common and 

common equivalent share (Note 1) . . $ 0 $.03 $.12 $.24 
Common and common equivalent shares 

used in the calculation of earnings per 
share 16,640,000 31,544,000 43,620,000 48,412,000 

"Less than $.01. 

See accompanying notes. 
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APPLE COMPUTER, INC. 

CONSOLIDATED BALANCE SHEET 

ASSETS 

September 30, September 26, 
1979 1980 

Current assets: 
Cash and temporary cash investments (Note 5) $ 562,800 $ 362,819 
U.S. Government securities, at cost, which approximates market ... — 2,110,710 
Accounts receivable, net of allowance for doubtful accounts of 

$617,763 ($400,000 in 1979) (Note 5) 9,178,311 17,441,066 
Inventories (Notes 1 and 5): 

Raw materials and purchased parts 6,348,810 19,709,562 
Work-in-process 2,985,794 3,773,615 
Finished goods 768,113 10,708,443 

10,102,717 34,191,620 
Total current assets 19,843,828 54,106,215 

Property, plant and equipment, at cost (Note 1): 
Land and buildings 242 851 
Machinery, equipment and tooling 404,127 2 688 787 
Leasehold improvements 384 186 710 556 
Office furniture and equipment 321,718 1673 225 

1,110,031 5,315,419 
Less accumulated depreciation and amortization 209,824 1,311256 

Net property, plant and equipment 900,207 4,004,163 
Leased equipment under capital leases, net of accumulated 

amortization of $205,358 ($32,627 in 1979) ( Note 6) 195,764 774,988 
Cost in excess of net assets of purchased business, net of accumulated 

amortization of $13,193 (Note 3) 514 592 
Reacquired distribution rights, net of accumulated amortization of 

$90,022 (Note 2) 5 311304 
Other assets 231,180 639,079 

$21,170,979 $65,350,341 

See accompanying notes. 
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APPLE COMPUTER, INC. 

CONSOLIDATED BALANCE SHEET 

LIABILITIES AND SHAREHOLDERS' EQUITY 

September 30, September 26, 
1979 1980 

Current liabilities: 
Notes payable to bank (Note 5) $ — $ 7,850,000 
Note payable (Note 2) — 1,250,000 
Accounts payable (Note 5) 5,410,879 14,495,143 
Accrued liabilities 1,720,459 5,/95,945 
Income taxes payable 1,879,432 7,474,170 
Deferred taxes on income (Note 4 ) 2,051,000 661,000 
Current obligations under capital leases (Note 6) 21,823 253,870 

Total current liabilities 11,083,593 37,780,128 
Non-current obligations under capital leases (Note 6) 203,036 670,673 
Deferred taxes on income (Note 4) 204,000 951,000 
Commitments and contingencies (Notes 5, 7, and 10) 
Shareholders' equity (Notes 1 and 8): 

Common stock, no par value: 
160,000,000 shares authorized, 48,396,928 shares issued and 

outstanding (43,305,632 in 1979) 4,297,729 11,428,438 
Common stock to be issued in business combination (Note 3) — 920,210 
Retained earnings (Note 5) 5,907,884 17,605,867 

10,205,613 29,954,515 
Less notes receivable from shareholders (525,263) (4,005,975) 

Total shareholders' equity 9,680,350 25,948,540 

$21,170,979 $65,350,341 

See accompanying notes. 
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APPLE COMPUTER, INC. 

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 

January 3, 
1977 

(Inception of 
Corporation) to 
September 30, 

1977 
Sources of working capital: 

Working capital provided from operations: 
Net income $ 41,575 
Charges to operations not requiring the cur­

rent use of working capital: 
Depreciation and amortization 8,057 
Deferred income taxes—non-current portion — 

Total working capital provided from 
operations 49,632 

Issuance of common shares, net of notes 
receivable from shareholders 5,309 

Common shares subscribed 114,625 
Issuance of convertible preferred shares — 
Payments on notes receivable from shareholders — 
Non-current obligations under capital leases ... — 
Working capital provided from business 

combination: 
Non-current assets acquired — 
Common shares to be issued — 

Working capital provided from 
business combination — 

Total sources of working capital 169,566 
Applications of working capital: 

Additions to property, plant and equipment . . 58,894 
Acquisition of equipment under capital leases . . — 
Reacquisition of distribution rights — 
Additions to other assets 1,364 
Reduction in non-current obligations under 

capital leases — 
Total applications of working capital 60,258 

Increase in working capital §109,308 

Changes in components of working capital: 
Increases (decreases) in current assets: 

Cash and temporary cash investments 24,420 
U.S. Government securities — 
Accounts receivable 178,648 
Inventories 182,188 
Prepaid taxes on income 3,400 
Common stock subscriptions receivable 114,625 

503,281 
Increases (decreases) in current liabilities: 

Notes payable to bank 150,000 
Note payable — 
Accounts payable 200,494 
Accrued liabilities 32,379 
Income taxes payable 11,100 
Deferred taxes on income — 
Current obligations under capital leases .... — 

393,973 
Increase in working capital $109,308 

Fiscal Year Ended 
September 30, September 30, September 26, 

1978 1979 1980 

$ 793,497 $ 5,072,812 $11,697,983 

33,056 201,338 1,377,378 
29,000 175,000 747,000 

855,553 5,449,150 13,822,361 

586,506 2,209,041 3,454,109 

703,998 _ 152,987 195,888 
— 228,391 751,955 

(607,455) 
-— — 920,210 

— — 312,755 
2,146,057 8,039,569 18,537,068 

250,877 800,260 4,125,718 
— 228,391 751,955 
_ . — 5,401,326 

27,533 202,283 407,899 

_ 25,355 284,318 
278,410 1,256,289 10,971,216 

$1,867,647 $ 6,783,280 $ 7,565,852 

750,909 $ (212,529) $ (199,981) 
— — 2,110,710 

1,201,239 7,798,424 8,262,755 
1,637,831 8,282,698 24,088,903 

64,600 (68,000) — 

(114,625) — — 

3,539,954 15,800,593 34,262,387 

(150,000) 7,850,000 
— 1,250,000 

795,854 4,414,531 9,084,264 
267,771 1,420,309 4,075,486 
758,682 1,109,650 5,594,738 _ 2,051,000 (1,390,000) 

— 21,823 232,047 

1,672,307 9,017,313 26,696,535 

$1,867,647 $ 6,783,280 $ 7,565,852 

See accompanying notes. 
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APPLE COMPUTER, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

1. Principal accounting policies 

Basis of presentation 

The accompanying consolidated financial statements include the accounts of Apple Computer, 
Inc. and all of its subsidiaries, after elimination of significant intercompany accounts and transactions. 
Minority interests in subsidiaries are immaterial. 

Provision for doubtful accounts 

Provisions for doubtful accounts were $10,000, $125,000, $326,000 and $330,000 in 1977, 1978, 
1979 and 1980, respectively. 

Inventories 

Inventories are stated at the lower of cost or market. Cost is computed using currently adjusted 
standards which approximate actual cost on a first-in, first-out (FIFO) basis. Market is replacement 
cost for raw materials and purchased parts and estimated net realizable value for work-in-process and 
finished goods. 

Property, plant and equipment 

Depreciation and amortization is being provided using principally declining balance methods 
over estimated useful lives as follows: 

Estimated Life 

Buildings 30 years 
Machinery, equipment and tooling 3-7 years 
Leasehold improvements Life of lease or four years, 

whichever is less 
Office furniture and equipment 3-5 years 

Stock splits 

In April 1979, May 1980 and September 1980 the Company increased its authorized common 
shares from 5,000,000 to 160,000,000 and declared two four-for-one stock splits and a two-for-one 
stock split. Numbers of common shares and per share amounts for all periods presented reflect the 
effects of the stock splits. 

Fiscal year 

In fiscal 1980, the Company changed from a September 30 fiscal year-end to a fiscal year ending 
on the last Friday in September. 

Earnings per common and common equivalent share 

Earnings per share were computed using the weighted average number of common shares out­
standing and common shares issuable upon the exercise of outstanding options (assuming the proceeds 
would be used to purchase treasury stock at the average fair value during the year). In 1978 and 
1979, the calculation included the common shares issuable upon conversion of the preferred stock. 

The Company has restated earnings per share for 1979 to reflect the retroactive application of 
Financial Accounting Standards Board Interpretation No. 31, which requires that the tax benefit 
attributable to unexercised stock options be considered as part of the proceeds under the treasury 
stock method. The effect of the restatement was to increase earnings per share in 1979 by $.01. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

Investment tax credits 
The Company accounts for investment tax credits using the flow-through method. 

Industry segment and geographic information 
The Company designs, develops, produces, markets and services personal computer systems. 

One customer, ComputerLand, accounted for approximately 17% of consolidated revenues in fiscal 
1978 and 14% of consolidated revenues in fiscal 1979 and 1980. Sales to certain distributors accounted 
for more than 10% of revenues prior to changes in distribution arrangements (see Notes 2 and 3). 
The Company has had no significant foreign operations. Export sales including sales in Canada, made 
primarily through the Company's former distributor of products in foreign countries (see Note 2), 
comprise 14%, 24% and 25% of total consolidated sales in 1978, 1979 and 1980, respectively. 

2. Product distribution arrangements 
Until March 1980, the Company's products were sold primarily through distributors. Effective in 

March 1980, the Company cancelled all domestic distribution agreements in accordance with their 
terms and began selling directly to domestic dealers. Concurrent with the cancellations, the Company 
repurchased approximately $1,300,000 of Apple inventory and offset the amount against amounts owing 
to the Company by the distributors. 

In August 1980 the Company reacquired, for approximately $5,400,000, the exclusive rights to 
distribute its products in certain foreign countries. The rights, which were to expire in September 
1984, were acquired from a distributor and are being amortized using the straight-line method over 
four years. In connection with the purchase the Company issued an 11%, $1,250,000 promissory note 
payable February 15, 1981. The Company also repurchased, for approximately $2,800,000, the dis­
tributor's Apple inventoiy and offset the amount against amounts owing to the Company. 

3. Business combination 
Effective June 30 1980, the Company agreed to purchase all of the outstanding common stock 

of a former distributor of Apple products, OBI. The purchase price, $920,210, is to be paid by the 
issuance of the Company's common stock. The actual number of common shares to be issued (esti­
mated by the Company to be 115,000) is dependent upon the outcome of negotiations currently in 
progress. The resulting cost in excess of the net OBI assets acquired, $527,785, is being amortized on 
the straight-line method over ten years. The effect of this acquisition on sales and income is immaterial. 

Taxes on income 
The provision for taxes on income consists of the following: 

January 3, 
1977 to 

September 30, September 30, 
1977 1978 

State: 
Current $5,000 $151,000 
Deferred (prepaid) (40(1) (11,000) 

4,600 140,000 
Federal: 

Current 8.000 642,000 
Deferred (prepaid) (3,000) (28,000) 

5,000 614,000 

Provision for taxes on income $9,600 $754,000 

Fiscal Year Ended 
September 30, 

1979 

$ 555,000 
360,000 
915,000 

2,186,000 
1,931,000 
4,117,000 

$5,032,000 

September 26, 
1980 

$ 2,205,000 
(272,000) 

1,933,000 

10,893,000 
(372,000) 

10,521,000 
$12,454,000 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

Deferred (prepaid) taxes on income result from timing differences in the recognition of certain 
revenue and expense items for tax and financial reporting purposes. The sources of these differences 
and the tax effect of each are as follows: T „ 

' Fiscal Year Ended 197 / to 
September 30, September 30, September 30, September 26, 

1977 1978 1979 1980 
Bad debt, warranty and advertising 

provisions $(1,600) $(86,000) $1,961,000 $(2,642,000) 
Inventory items capitalized for finan­

cial reporting — — — . 810,000 
Income of Domestic International 

Sales Corporation — 39,000 292,000 1,136,000 
Other (1,800 ) 8,000 38,000 52,000 

Total deferred (prepaid) 
taxes $(3,400) $(39,000) $2,291,000 $ (644,000) 

The total provision for taxes on income differs from the amount computed by applying the statutory 
federal income tax rate to income before taxes. The reasons for the differences and the tax effect 
of each are as follows: 

3' Fiscal Year Ended 1977 to 
September 30, September 30, September 30, September 26, 

1977 1978 1979 1980 
Computed expected tax, net of surtax 

exemption $11,100 $729,500 $4,681,000 $11,091,000 
California franchise tax, net of federal 

benefit 2,400 73,000 490,000 1,044,000 
Investment tax credits (5,600) (25,000) (77,000) (197,000) 
Other 1,700 (23,500) (62,000) 516,000 

Provision for taxes on income $ 9,600 $754,000 $5,032,000 $12,454,000 

5. Bank credit arrangements 

At September 26, 1980, $7,850,000 was payable to a bank under a $20,000,000 line of credit which 
expires in January 1981. The agreement allows the Company to borrow up to $15,000,000 based upon 
acceptable receivables and an additional $5,000,000 based upon certain items of inventory. The interest 
rate is the bank's prime rate plus 14%. Any amounts due to the bank under the inventory line 
($1,850,000 at September 26, 1980) may be converted, at the Company's option, to a term loan payable 
in 48 monthly installments beginning March 1, 1981 at the bank's prime rate plus %%. 

Letters of credit of $3,442,169 outstanding at September 26, 1980 further reduce availability 
of the $15,000,000 portion of the line of credit. Acceptances payable of $946,892 and $1,113,580 
at September 26, 1980 and September 30, 1979, respectively, for goods received under the letters 
of credit but not yet paid by the bank are classified with accounts payable. Additional borrowings 
at September 26, 1980 are limited, based upon the definition of the borrowing base in the agreement, 
to approximately $1,500,000 and $3,150,000 under the receivable and inventory portions of the line, 
respectively. 

Borrowings are secured by the Company's receivables and inventory. The agreement contains 
provisions prohibiting payment of any cash dividends without bank authorization and requiring 
maintenance of specified levels of working capital and tangible net worth. In accordance with the 
agreement, the Company has paid a $112,500 commitment fee to the bank. 

The inventory line requires the Company to either maintain compensating balances equal 
to $250,000 plus ten percent of the average daily outstanding balance under the line or to pay fees 
in lieu of the compensating balances for periods in which the required balances are not maintained. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

Amounts paid to the bank under this provision are immaterial. The compensating balance require­
ment does not legally restrict the use of cash. 

6. Obligations under capital leases 
Obligations under capital leases represent the present value of future rental payments to be made 

to a bank under agreements for lease of data processing equipment. Upon payment of the required 
rentals, the Company has the option to either extend the leases or purchase the equipment at the then 
fair value. The equipment is being depreciated using the double declining balance method over the 
terms of the leases (3-7 years). These leases were entered into pursuant to a $2,000,000 lease line 
of credit with a bank. 

Following is a schedule by year of future minimum lease payments under the capital lease obliga­
tions together with the present value of the net minimum lease payments as of September 26, 1980: 

Fiscal years ending September: 
1981 $ 343,000 
1982 343,000 
1983 305,000 
1984 48,000 
1985 48,000 
Later years 48,000 

Total minimum lease payments 1,135,000 
Less amount representing interest 210,000 
Present value of net minimum lease payments $ 925,000 

7. Commitments 
Lease commitments 
The Company operates in leased facilities and also leases certain automobiles. Rent expense 

was $8,000, $61,000, $358,000 and $1,810,000 in fiscal 1977, 1978, 1979 and 1980, respectively. 
Aggregate minimum annual lease commitments are $2,672,000, $2,678,000, $2,489,000, $2,140,000, 
$1,739,000 and $2,208,000 in fiscal 1981, 1982, 1983, 1984, 1985 and 1986-1990, respectively. 

Loan guarantees 
The Company is the guarantor of $1,118,567 of bank loans as of September 26, 1980 to 

employees who have exercised options to date during calendar year 1980 under the Company's 
stock option plans (see Note 8). Employees are required to pledge as collateral the common shares 
obtained upon exercise. The bank loans are limited to the purchase price of the common shares plus 
23% of the difference between the aggregate purchase price and the fair value of the shares as of 
the date of exercise. 

Foreign facilities 
During fiscal 1980, the Company signed a grant agreement with the Industrial Development 

Authority of Ireland (IDA), an Irish government agency, whereby the Company agreed to establish 
an industrial undertaking for the production and development of personal computer systems and 
committed itself to purchase or construct land, buildings, machinery, and equipment before July 31, 
1983, at a cost of approximately $16,000,000. As of September 26, 1980, the IDA had not yet signed the 
grant agreement and the amount of the grant, if any, had not yet been determined. 

8. Capital stock 
Preferred stock authorized 
The Company has authorized 1,000,000 shares (increased by the Board of Directors to 5,000,000 

shares in October 1980) of preferred stock which may be issued from time to time in one or more 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

series. The Board of Directors is authorized to fix the number and designation of any such series and 
to determine the rights, preferences, privileges and restrictions granted to or imposed upon any 
such series. 

Stock option plans 
In July 1978, the Board of Directors adopted a nonqualified stock option plan (1978 plan) under 

which options for a total of 11,025,600 shares of common stock were available for grant to officers, 
directors, employees and contractors at the discretion of the Board of Directors. Option prices were 
to be at fair value as determined by the Board of Directors, but not less than $.03 per share. Options 
granted under the 1978 plan become exercisable over varying periods and expire seven years after 
the grant date. This plan was terminated in December 1979. Subsequent cancellations are not avail­
able for regrant and 49,856 options available for grant at the termination date were rescinded. 

In December 1979, the Board of Directors adopted a nonqualified stock option plan for fiscal 1980 
(1980 Plan) under which options for a total of 3,200,000 shares of common stock may be granted 
to officers, directors, employees and contractors. Options granted under the 1980 plan have been 
granted at no less than fair value as determined by the Board of Directors, become exercisable 
over varying periods, and expire eight years after grant date. Proceeds and income tax benefits of 
$66,349 and $3,391,714 in 1979 and 1980, respectively, realized by the Company as a result of trans­
actions under these plans have been credited to shareholders' equity; no charges have been made 
to income in connection with these plans. 

Information with respect to stock options is summarized as follows: 
Outstanding Options 

Available 
for Grant Number 

Aggregate 
Price 

Price Per 
Share 

Initial authorization under the plan— 
fiscal year 1978 8,000,000 $ — $ — 

Balance at September 30, 1978 
Authorized increase 
Options granted 
Options exercised 
Options cancelled 

8,000,000 
2,000,000 

(11,621,600) 

1,530,656 

11,621,600 
(1,026,464) 
(1,530,656) 

2,850,150 
(114,856) 
(146,999) 

$ ,09-$1.31 
$ .09-$ .81 
$ .09-$ .31 

Balance at September 30, 1979 
Authorized increases, net of recission 
Options granted 
Options exercised 
Options cancelled 

(90,944) 
4,175,744 
2,765,800 

33,600 

9,064,480 

2,765.800 
(4,293,296) 

(356,012) 

2,588,295 

6,775,725 
(1,439,495) 

(187,221) 

$ ,09-$1.31 

$1.31-$6.00 
$ ,09-$2.75 
$ ,19-$1.31 

Balance at September 26, 1980 1,352,600 7,180,972 $7,737,304 $ ,09-$6.00 
Options exercisable at: 

September 30, 1979 267,200 $ 200,500 $ ,09-$1.31 
September 26, 1980 227,924 $ 96,553 $ ,09-$2.75 

In October 1980, the Board of Directors adopted the 1981 Stock Option Plan, subject to share­
holder approval, under which 1,500,000 shares of common stock are reserved for issuance. This plan 
is similar to the Company's 1978 and 1980 option plans. 

Key employee stock purchase plan 
In December 1979, the Board of Directors adopted a stock purchase plan to encourage stock 

ownership by certain officers, directors and key employees of the Company. The Company has reserved 
800,000 common shares for issuance under the plan. The purchase price of shares sold pursuant to this 
plan was the fair value at the date of sale, as determined by the Board of Directors. At September 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

26, 1980, 798,000 shares of common stock had been issued under this plan. Certain of the shares 
sold under this plan are subject to repurchase by the Company at the original sale price if the 
employees leave the employ of the Company within specified periods of time. 

Employee Stock Purchase Plan 
In October 1980, the Board of Directors adopted, subject to shareholder approval, an Employee 

Stock Purchase Plan under which 1,000,000 shares of Common Stock were reserved for issuance. 
This plan provides that substantially all employees may purchase stock at 85% of its fair market 
value at certain specified dates. Purchases are limited to 10% of an employee's compensation. 

Notes receivable from shareholders 
The notes receivable arose from the sale by the Company of its common stock to directors, 

officers and employees and from the exercise of stock options by officers and employees under the 
Company's stock option plans. The notes receivable relating to exercise of stock options include 
both the proceeds from the exercise and up to 23% of the difference, if any, between the aggregate 
exercise price and the fair value of the shares as of the exercise date. 

The notes receivable are secured by a pledge of the shares issued, less the pro-rata release by the 
Company of pledged shares based on the percentage of the principal amount of the notes paid. There 
were 4,179,000 common shares pledged as collateral at September 26, 1980. 

The notes bear interest at 6% and 7% and are payable on various dates through July 1985. 

9. Employee incentive plans 
Profit participation plans 
The Company has a profit participation plan originally adopted effective October 1978 which 

covers all fulltime employees, except corporate officers and certain key employees, who have been 
employed for at least six months. Distributions under the plan are based upon pretax profits, as 
defined, for each calendar quarter. The amount of the distribution can vary from zero to three per­
cent, depending upon the pretax profit percentage for each calendar quarter, and is payable to all 
eligible participants within 30 days after the end of the quarter. For the years ended September 30 
1979 and September 26, 1980, approximately $263,000 and $379,000, respectively, were provided 
under the plan. 

Key employee bonus plans 
The Company has a bonus plan originally adopted effective October 1978 for officers and 

W emnlnvees. The amount of the distribution can vary from zero to seven percent of pretax 

respectively, were provided under the plan. 

10. Litigation 
T„ 1QRO a fnrmpv distributor (High Technology, Inc.) filed suit against the Company alleg-

ing, ajuiwii£ 

equitable relief and attorneys' fees and costs, lh 
of state franchise protection and state antitrust act; 
management, the outcome of the litigation will re 
"Litigation" section of the Prospectus for a more complete description of this pending litigation. 
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Proof of April 20,1381 

0S31S 2nd PROOF OF APRIL 20, 1381 
Bowne of New York Cily (212) 924-S5QQ 

Shares 

Apple Computer, Inc. 

COMMON STOCK 

AGREEMENT AMONG UNDERWRITERS 

May , 1981 



May , 1981 

MORGAN STANLEY & CO. 

HAMBRECHT & QUIST 

c/o MORGAN STANLEY & CO. 
INCORPORATED 

12ol Avenue of the Americas 
New York, N.Y. 10020 

Dear Sirs: 
L 

We hereby confirm our agreement with you with respect to the purchase from certain sharehold-
l frf1°after caJI?i 1116 SelUnS Shareholders) named in Schedule I to the Underwriting Agreement 

(Exhibit A hereto) by you and the other Underwriters referred to in the Underwriting Agreement 
including ourselves, severally, and the offering of an aggregate of issued and outstanding 
shares of common stock of Apple Computer, Inc., a California corporation (hereinafter called the 
Company) Such shares of common stock are hereinafter referred to as the Shares and 
all outstanding shares of common stock of the Company, including the Shares, are hereinafter referred 
to as Common Stock. 

We authorize you to execute and deliver the Underwriting Agreement and the Agreement with 
the Company (Exhibit B hereto) on our behalf, and, in the event our principal place of business is 
outside the tinted States, in your discretion to agree with the Selling Shareholders on such additions 
to and changes in the form of the Underwriting Agreement prior to the execution thereof as shall be 
approved by counsel for the Underwriters. The number of Shares set forth opposite each Under­
writer s name in the Underwriting Agreement (or such number increased as provided in Article VII 
of die Underwriting Agreement) is hereinafter referred to as the original puchase obligation of such 
Underwriter, and the ratio which such original purchase obligation bears to Shares is 
hereinafter referred to as the underwriting percentage of such Underwriter. 

n. 

We authorize you to act as the Managers of the offering of the Shares and to take such action as 
may seem advisable to you in respect thereof. 

The public offering of the Shares is to be made as soon after the Registration Statement becomes 
eitecfave as in your judgment is advisable, at the public offering price and on the other terms and 
conditions as you shall determine in accordance with the Underwriting Agreement. Public advertise­
ment of the offering shall be made by you on behalf of the Underwriters on such date as you shall 
determine. We have not advertised the offering and will not do so until after such date. Any 
advertisement we may then make will be on our own responsibility and at our own expense. 

If our principal place of business is located outside the United States, we agree that (i) if we are 
" a broker-deaJer under Section 15 of the United States Securities Exchange Act of 

1934, while we are acting as an Underwriter in respect of the Shares and in any event during the term 
of this Agreement, we will not directly or indirectly effect any transaction in shares of Common Stock 
m the United States or sell or offer to sell any shares to a national or resident of the United States 
(except for purchases provided for in the Underwriting Agreement and sales to dealers and others 
provided for in this Article II); and (ii) in connection with sales and offers to sell Shares mad* by 



us outside the United States, (a) we will either furnish to each person to whom any such sale or offer 
is made a copy of the then current oreliminarv prospectus or of the Prospectus (as then amended or 
supplemented if the Company shall have furnished anv amendments or suoplements thereto), as the 
case may be, or inform such person that such preliminary prospectus or Prospectus will be available 
upon request and Cb) we will furnish to each person to whom any such sale or offer is made such 
prospectus, advertisement or other offering document containing information relating to the Shares 
or the Company, or both, as may be required under the laws of the jurisdiction in which such sale 
or offer is made. Any prospectus, advertisement or other offering document furnished by us to any 
person in accordance with clause (ii) (b) of the preceding sentence and any such additional offer­
ing material as we mav furnish to anv person (i) shall comply in all respects with the law of the 
jurisdiction in which it is so furnished; (ii) shall be prepared and so furnished at our sole risk and 
expense; and (in) shall not contain information relating to the Shares or the Company which is 
inconsistent in any respect with the information contained in the then current preliminary prospectus 
or in the Prospectus (as then amended or supplemented if the Company shall have furnished any 
amendments or supplements thereto), as the case may be. 

We authorize you to sell for our account to institutions such Shares purchased by us from the 
Selling Shareholders as you shall determine. Except for sales for the accounts of Underwriters 
designated bv a purchaser, aggregate sales of Shares to institutions shall be made for the accounts of 
the several Underwriters as nearly as practicable in their respective underwriting percentages. 

We authorize you to sell for our account to dealers such Shares purchased by us from the 
Selling Shareholders as you shall determine. Sales of Shares to dealers shall be made for the account 
of each Underwriter approximately in the proportion that Shares of such Underwriter held by you 
for such sales bear to the total Shares so held. Such sales may be made pursuant to dealer agreements 
substantially in the form attached as Exhibit C hereto. 

You will advise us promptly, on the date of the public offering, as to the Shares purchased by 
us which we shall retain for direct sale. At any time prior to the termination of this Agreement any 
Shares purchased by us, which are held by you for sale for our account as set forth above but not 
sold, m'av, on our request and at your discretion, be released to us for direct sale, and Shares so 
released to us shall no longer be deemed held for sale by you. 

From time to time prior to the termination of this Agreement, on your request, we will advise 
you of the number of Shares remaining unsold which were retained by or released to us for direct sale 
and of the number of shares of Common Stock remaining unsold which were delivered to us pursuant 
to Article III, and on your request, we will release to you any shares of Common Stock remaining 
unsold (i) for sale by you for our account to institutions or dealers or (ii) if, in your opinion, such 
shares of Common Stock are needed to make delivery against sales made pursuant to Article HI. 

m. 

We authorize Morgan Stanley ic Co. Incorporated to buy and sell shares of Common Stock, in 
addition to the Shares sold pursuant to Article II, in the open market or otherwise, for long or short 
account, on such terms as it shall deem advisable, and to over-allot in arranging sales. Such purchases 
and sales and over-allotments shall be made for the accounts of the several Underwriters as nearly 
as practicable in their respective underwriting percentages. Shares of Common Stock which may 
have been purchased by Morgan Stanley & Co. Incorporated for stabilizing purposes prior to the 
execution of this Agreement shall be treated as having been purchased pursuant to this paragraph 
for the accounts of the several Underwriters. At no time shall our net commitment pursuant to the 
foregoing authorization exceed 10% of our original purchase obligation. On demand we will take up 
and pay for any shares of Common Stock so purchased for our account and deliver against payment 
any shares of Common Stock so sold or over-allotted for our account- You agree to notify us if 
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Morgan Sfcmlev & Co Incorporated encases in anv stabilisation transaction moniring reports to be 
ed pursuant to Rule 17a-2 under the Securities Exchange Act of 1934 and to notify us of the date 

IbT? r? f Y' agree t0 616 ** V0U reports -quired of'us pursuant to 
terminated d" IaterAan five business davs following the dav upon which stabilization was to s,e on ~rbeha,f ^ 46 Sec°riaes «* «=—— 

Agreen,^TJant f° V™™0™ of the Preceding paragraph and prior to the termination of this 
2~ f ^n0r SU' r r ^ V0U mav have determined) you purchase or contract 

*Vhe aTV{ ^ * *e «« market or otherwise anv Shares which 
which ^ if u°r 1 t0 US f0r direct Sale (including anv Shares represented bv certificates 
Shares Wnd V bTb ' °n °r " excbange for certificates originally representing such 
Inn ll t U ^ theref°re n0t effectiveIy P'^ed for investment bv us, we authorize 
you either to charge our account with an amount equal to the concession to dealers with respect 

11 f: Crfted T*" the C0St 0f SUCh Shares' 0r t0 ^uire ™ to repichS cost "*tod,,dtag conm™-* "* 

Cowmnn^6^ ue ^ D°? With°Ut y°Ur aPProvaI in advance, buv, sell, deal or trade in anv 
t o  s T c o m l n W  a n V  n §  0 r  ° p t i 0 n  t 0  p u r c h a s e  C o m m o n  S t o c k -  ° r  s e ! 1  a n y  r i g h t  o r  o p t i o n  
to sell Common Stock, for our own account or for the account of a customer, except 

(a) as provided for in this Agreement or the Underwriting Agreement; 

nircW pf ^ T ?eIiV6r C°mmon Stock owned by us upon the exercise of any option to 
purchase Common Stock written by us as permitted by this Agreement; and 

(c) in brokerage transactions on unsolicited orders which have not resulted from activities 
ord^rf* m C°nfnectiotn ™th *e solicitation of purchases and which are executed bv us in the 
ordinary course of our brokerage business. 

An opening uncovered writing transaction in options to acquire Common Stock, for our account or for Tmevs beTfeemed'for pui?oses °f ** para^ph' *te a c~ 
aS2j« VI UnS0hcited" 7116 term °Penin§ uncovered writing transaction in options to 
O D^hl P '"T5? TS,a£?°n WherC ±e SelIer intends t0 become ^ writer of an option 
opt^riXs An °nmm°n W i d0CS n0t 0Wn °r have 1116 right t0 ac^uire UP™ «""*** of 
account ??' 0penmg uncovered writing transaction in options to sell Common Stock, for our 
ccount or for the account of a customer, shall be deemed, for purposes of this paragraph to be a 

acTon  ̂1 r n-°Ck  ̂  ̂UnS°Iidted- 7116 term opening uncovLî tog tr̂  
writer ? n ^ ^ 3 mCanS a transacti0n wbere seller intends to become a 
Thafe thTnghtTo IT Common/tock wtb resPect to which he does not have a short position or nave tne nght to sell upon exercise of option rights. 

bv thTfrreP^Sent that WC baV? °0t particiPated' since ^ay , 1981, in anv transaction prohibited 
of J"2 parasraPh 311(1 *** we bave at ^ times complied with the provisions of Rule 10b-6 
of the Securities and Exchange Commission applicable to this offering. 

IV. 
On the Closing Date as defined in the Underwriting Agreement, at the office of Morgan Stanley 

lS„IfCOrPOra '•fJWateI Stre6t' New York- N-Y"' Prior t0 8:45 a-m- ^ew York Time, we will 
mid L M7°Uv TjS °r 0fficial bank check' payabIe to the order of Morgan Stanley & Co. Incorpo-
le«fh IT anDg House for either 111 amount equal to the public offering price 
ess the selling concession in respect of the Shares to be purchased by us or (ii) an amount equal to 

tne public offering price less the selling concession in respect of such of the Shares to be purchased 
oy us as shall have been retained by or released to us for direct sale, as you shall advise. You will 



make payment to the Selling Shareholders against delivery to you for our account of stock certificates 
for such Shares in definitive form, and you will deliver to us certificates for such of the Shares 
purchased by us which shall have been retained by or released to us for direct sale. 

V. 

We authorize you to charge our account, as compensation for vour services in connection with 
this issue, including the purchase from the Selling Shareholders and'the management of the offering, 
an amount not in excess of % of the amount by which the public offering price per share exceeds 
the purchase price per share (as determined pursuant to Article I of the Underwriting Agreement), 
for each Share which we have agreed to purchase 

We authorize you to charge our account (i) our underwriting percentage of all expenses, other 
than transfer taxes, incurred by you under this Agreement or in connection with the purchase, 
carrying and sale of shares of Common Stock and (ii) all transfer taxes paid on our behalf on sales 
or transfers made for our account under this Agreement 

VL 

We authorize you to advance your own funds for our account, charging current interest rates, or to 
arrange loans for our account for the purpose of carrying out the provisions of this Agreement and 
in connection therewith, to hold or pledge as security therefor all or any shares of Common Stock 
which you may be holding for our account under this Agreement. 

Out of payment received by you for Shares sold for our account which have been paid for by us, 
you will remit to us prompdy an amount equivalent to the price paid by us for such Shares. 

You may deliver to us from time to time against payment, for carrying purposes only, any shares 
ot Common Stock purchased by us or for our account under this Agreement which you are holding 
tor sale for our account but which are not sold and paid for. We will redeliver to you against pay­
ment any shares of Common Stock so delivered to us for carrying purposes at such times as you may 

vn. 
This Agreement shall terminate 30 days after the date of the initial public offering of the Shares 

un ess sooner terminated by you. You may at your discretion on notice to us prior to the termination 
ot this Agreement alter any of the terms or conditions of offering determined pursuant to Article II 
or terminate or suspend the effectiveness of Article III, or any part thereof. No termination or suspen­
sion pursuant to this paragraph shall affect your authority under Article III to cover any short position 
incurred under this Agreement. 

Upon termination of this Agreement, or prior thereto at your discretion, you shall deliver to us 
any Shares purchased by us from the Selling Shareholders and held by you for sale for our account 
to institutions and dealers but not sold and paid for and any shares of Common Stock which are held 
by you for our account pursuant to the provisions of Article III. As soon as practicable after termina­
tion of this Agreement our account hereunder shall be settled and paid. You may reserve from dis­
tribution such amount as you deem advisable to cover possible additional expenses. The determination 
by you of the amount so to be paid to or by us shall be final and conclusive. Any of our funds in 
your hands may be held with your general funds without accountability for interest. 

Notwithstandmg any settlement on the termination of this Agreement, we agree to pay any 
transfer taxes which may be assessed and paid after such settlement on account of any sales or 
transfers hereunder for our account and our underwriting percentage of (i) all expenses incurred by 
you in investigating or defending against any claim or proceeding which is asserted or instituted by 
any party (including any governmental or regulatory body) other than an Underwriter based upon 
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any claim that the Underwriters constitute an association, unincorporated business or other separate 
entity or relating to the Registration Statement or Prospectus (or any amendment or supplement 
thereto) or any preliminary prospectus and (ii) any liability, including attorneys' fees, incurred by 
you in respect of any such claim or proceeding, whether such liability shall be the result of a judg­
ment or as a result of any settlement agreed to by you, other than any such expense or liability as to 
which you receive indemnity or contribution pursuant to the next succeeding paragraph, pursuant to 
Articles V or VI of the Underwriting Agreement or pursuant to Article II of the Agreement with the 
Company. 

We agree to indemnify and hold harmless each other Underwriter and each person, if any, who 
controls any such Underwriter within the meaning of either Section 15 of the Securities Act of 1933 
or Section 20 of the Securities Exchange Act of 1934, to the extent and upon the terms which we agree 
to indemnify and hold harmless the Company, its directors, its officers who sign the Registration 
Statement and any person controlling the Company as set forth in Article II of the Agreement with 
the Company. 

Regardless of any termination of this Agreement, our agreements contained in the two immedi­
ately preceding paragraphs of this .Article VII shall remain operative and in full force and effect as 
set forth in the last paragraph of Article VI of the Underwriting Agreement. 

vra. 
The Underwriting Agreement provides that the several obligations of the Underwriters there­

under are subject to the condition that the Registration Statement become effective not later than the 
date hereof. You are authorized to extend such date by one business day and to execute on our behalf 
any supplementary agreements with the Selling Shareholders and the Company necessary for such 
purpose. You are authorized to postpone the date by which the public offering price shall be agreed 
upon as set forth in Article VII of the Underwriting Agreement with the consent of such of the Under­
writers, including yourselves, as shall have agreed to purchase an aggregate of at least 50% of the 
Shares. 

We have examined the Registration Statement, including the prospectus, as amended to date, 
and we are familiar with the terms of the securities being offered and the other terms of offering 
which are to be reflected in the proposed amendment to the Registration Statement. In addition, we 
confirm that the information relating to us which has been furnished to the Company for use therein 
is correct. You are authorized, with the approval of counsel for the Underwriters, to approve on our 
behalf such proposed amendment and any further amendments to the Registration Statement or the 
Prospectus and, if applicable, to advise the Securities and Exchange Commission on our behalf that 
we are aware that the Commission's staff has made only a summary or cursory and- not a customary 
review of the Registration Statement which may not be relied upon in any degree to indicate that the 
Registration Statement is true, complete or accurate, and that we are also aware of our statutory 
responsibilities under the Securities Act of 1933. 

We represent that we are a member in good standing of the National Association of Securities 
Dealers, Inc. (hereinafter called the "NASD") or that we are a foreign bank or dealer, not eligible 
for membership in the NASD, which agrees not to offer or sell any Shares in, or to persons who are 
nationals or residents of, the United States of America. In making sales of Shares, if we are such a 
member, we agree to comply with all applicable rules of the NASD, including, without limitation, 
the NASD's Interpretation with Respect to Free-Riding and Withholding and Section 24 of Article 
III of the NASD's Rules of Fair Practice, or, if we are such a foreign bank or dealer, we agree to 
comply with such Interpretation, Sections 8, 24 and 36 of such Article as though we were such a 
member and Section 25 of such .Article as it applies to a non-member broker or dealer in a foreign 
country. 

You will file a Further State Notice with the Department of State of New York, if required. 
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IX. 

If the Underwriting Agreement is terminated as permitted by the terms thereof, our obligations 
hereunder shall immediately terminate except (i) as set forth in the last paragraph of Article VII, 
(ii) that we shall remain liable for our underwriting percentage of all expenses, including any 
transfer taxes which may be assessed and paid on account of any sales or transfers hereunder for 
our account, and for any purchases or sales which may have been made for our account pursuant 
to the provisions of Article III and (iii) that such termination shall not affect any obligations of any 
defaulting Underwriter. 

In the event that any Underwriter shall default in its obligations (i) pursuant to the first 
paragraph of Article III, (ii) to pay amounts charged to its account pursuant to the second paragraph 
of Article V or (iii) pursuant to the third and' fourth paragraphs of Article VII or the first paragraph 
of this Article IX, we will assume our proportionate share (determined on the basis of the respective 
underwriting percentages of the non-defaulting Underwriters) of such obligations, but no such 
assumption shall affect any obligations of any defaulting Underwriter. 

You are authorized to arrange for the purchase by others (including yourselves or any other 
Underwriter) of any Shares not purchased by any defaulting Underwriter or by the other Under­
writers as provided in Article VII of the Underwriting Agreement 

Nothing herein contained constitutes us partners with you or with the other Underwriters, and 
the obligations of ourselves and of each of the other Underwriters are several and not joint. Each 
Underwriter elects to be excluded from the application of Subchapter K, Chapter 1, Subtitle A, of 
the Internal Revenue Code of 1954, as amended. You shall be under no liability to us for any act 
or omission except for obligations expressly assumed by you herein. 

Any notice from you to us shall be deemed to have been duly given if mailed or telegraphed 
to us at our address as set forth in the Underwriters' Questionnaire addressed by us to the Company. 

This Agreement is being executed by us and delivered to you in duplicate. Upon your con­
firmation hereof and of agreements in identical form with each of the other Underwriters, this 
Agreement shall constitute a valid and binding contract between us. 

This Agreement shall be governed by and construed in accordance with the laws of the State 
of New York. 

Yours very truly, 

Confirmed, May , 1981 

MORGAN STANLEY & CO. 
INCORPORATED 

HAMBRECHT & QUIST 

By MORGAN STANLEY & CO. 
INCORPORATED 

By 
Managing Director 
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EXHIBIT A 

Shares 

Apple Computer, Inc. 

COMMON STOCK 

UNDERWRITING AGREEMENT 



May , 1981 

MORGAN STANLEY & CO. 
INCORPORATED 

HAMBRECHT & QUIST 
c/o MORGAN STANLEY & CO. 

INCORPORATED 
1251 Avenue of the Americas 
New York, N.Y. 10020 

Dear Sirs: 

Certain shareholders (hereinafter called the Selling Shareholders) named in Schedule I hereto 
severally propose to sell an aggregate of issued and outstanding shares 
(hereinafter called the Shares) of common stock of Apple Computer, Inc., a California corporation 
(hereinafter called the Company). All outstanding shares of common stock of the Company, including 
the Shares, are hereinafter referred to as Common Stock. 

The Selling Shareholders understand that the Company has filed with the Securities and Exchange 
Commission a registration statement including a prospectus relating to the Shares. The registration 
statement as amended at the time when it becomes effective is hereinafter referred to as the Regis­
tration Statement, and the prospectus in the form first filed with the Securities and Exchange 
Commission pursuant to Rule 424(b) under the Securities Act of 1933 is hereinafter referred to as 
the Prospectus. 

L 

Each Selling Shareholder hereby agrees to sell to the several Underwriters named below, and 
each Underwriter upon the basis of the representations and warranties herein contained, but 
subject to the conditions hereinafter stated, agrees to purchase from each Selling Shareholder, 
severally and not jointly, at the purchase price (as hereinafter defined) the respective number of 
Shares (subject to such adjustments to eliminate fractional shares as you may determine) which 
bears the same proportion to the number of Shares set forth opposite the mms of such Selling 
Shareholder in Schedule I hereto as the number of Shares set forth below opposite the name of 
such Underwriter bears to 

Number Number 
Name of Shares Name of Shares 

Morgan Stanley 4c Co. Incorporated 
Hambrecht 4e Quist 



The purchase price per Share to be paid to the Selling Shareholders by the several Underwriters 
will be an amount equal to the public offering price, determined as hereinafter set forth, less an 
amount per Share, determined by agreement between you and the Selling Shareholders, not in 
excess of % of the public offering price. The public offering price per Share — the public 
offering price — will be a fixed price determined by agreement between you and the Selling Share­
holders. Such agreement shall be in the form attached hereto as Schedule II. The public offering 
price per Share will not be higher than the last reported sale price (regular way) or the last reported 
asked quotation for shares of the Common Stock on the National Association of Securities Dealers 
Automated Quotation System immediately prior to such determination, plus $ per Share. 

Each of the Selling Shareholders hereby agrees not to sell, contract to sell or otherwise dispose 
of, without your consent, any shares of Common Stock owned by such Selling Shareholder on the 
date of this Agreement, other than the Shares to be sold hereunder, for a period of ninety days after 
the date of the initial public offering of the Shares hereunder. 

IL 

The Selling Shareholders are advised by you that the Underwriters propose to make a public 
offering of their respective portions of the Shares as soon after the Registration Statement has become 
effective and the public offering price has been determined as in your judgment is advisable. The 
Selling Shareholders are further advised by you that the Shares are to be offered to the public at the 
public offering price and to certain dealers who enter into dealer agreements with you substantially 
in the form of Exhibit C to the Agreement Among Underwriters at a price which represents a con­
cession. not in excess of S a share, under the public offering price, and that any Underwriter 
may allow, and any such dealer may reallow, a concession, not in excess of 5 a share, to any 
Underwriter or to other such dealers. 

m. 

Payment for the Shares shall be made by certified or official bank check or checks payable to the 
order, or for the accounts, of the Selling Shareholders in Clearing House funds at the office of 

at a.m., Time, on 
such date as shall be designated in writing by you, not fewer than seven nor more than fourteen days 
after the date the public offering price shall be agreed upon, upon delivery to you for the respective 
accounts of the several Underwriters of stock certificates in definitive form for the Shares, registered 
in such names and in such denominations as you shall request in writing not less than two full 
business days prior to the date of delivery, with any transfer taxes payable in connection with the 
transfer of the Shares to the Underwriters duly paid. The time and date of such payment and delivery 
are herein referred to as the Closing Date, 

IV. 

The several obligations of the Selling Shareholders and the several obligations of the Underwriters 
hereunder are subject to the condition that the Registration Statement shall have become effective 
not later than the date hereof. 

The several obligations of the Underwriters hereunder are subject to the following further 
conditions: 

( a )  N o  s t o p  o r d e r  s u s p e n d i n g  t h e  e f f e c t i v e n e s s  o f  t h e  R e g i s t r a t i o n  S t a t e m e n t  s h a l l  b e  i n  
effect, and no proceedings for such purpose shall be pending before or threatened by the Securi­
ties and Exchange Commission, and there shall have been no material adverse change (not in 
the ordinary course of business) in the condition of the Company and its subsidiaries, taken as 
a whole, from that set forth in the Registration Statement; and on the Closing Date you shall 
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have received a certificate dated the Closing Date and signed by an executive officer of the 
Company to the foregoing effect. The officer making such certificate may rely upon the best 
of his knowledge as to proceedings threatened. 

(b) You shall have received on the Closing Date an opinion of Wilson, Sonsini, Goodrich 
& Rosati, counsel for the Company and the Selling Shareholders, dated the Closing Date, to the 
effect that: 

(i) the Company has been duly incorporated, is validly existing as a corporation in 
good standing under the laws of the State of California and is duly qualified to transact 
business and is in good standing in each jurisdiction in which the conduct of its business 
or the ownership or leasing of property requires such qualification, except jurisdictions where 
the failure to be so qualified will not have a material adverse effect on the Company, 

(ii) each of the following subsidiaries of the Company — Apple Computer, Inc., 
Limited, Apple Computer Limited, [Microsense], and Apple Sales Corporation 
— has been duly incorporated, is validly existing as a corporation in good standing under the 
laws of its jurisdiction of incorporation and is duly qualified to transact business and is in 
good standing in each jurisdiction in which the conduct of its business or the ownership or 
leasing of property requires such qualification, except jurisdictions where the failure to be so 
qualified will not have a material adverse effect on the Company, 

(iii) the authorized capital stock of the Company conforms as to legal matters to the 
description thereof contained in the Prospectus, 

(iv) the shares of Common Stock (including the Shares) have been dulv authorized 
and validly issued and are fully paid and non-assessable, 

(v) the Agreement with the Company (Exhibit B to the Agreement Among Under­
writers) has been duly authorized, executed and delivered by the Company and is a valid 
and binding agreement of the Company in accordance with its terms, except as rights to 
indemnity thereunder may be limited under applicable law and except as to the avail­
ability of equitable remedies under general equitable principles, 

(vi) this Agreement has been duly authorized, executed and delivered by or on behalf 
of each Selling Shareholder and is a valid and binding agreement of each Selling Share­
holder in accordance with its terms, except as rights to indemnity hereunder may be limited 
under applicable law and except as to the enforcement of creditors' remedies under bank­
ruptcy or insolvency laws of general applicability and the availability of remedies under 
general equitable principles, 

(vii) the execution, delivery and performance of the Agreement with the Company 
by the Company will not contravene any provision of applicable law or the certificate of 
incorporation or by-laws of the Company or, to the knowledge of such counsel, any agree­
ment or other instrument binding upon the Company and, other than such consents, approvals 
or authorizations as may be required by state securities or Blue Sky laws, no consent, 
approval or authorization of any governmental body is required for the performance of 
such Agreement by the Company, except such as are specified and have been obtained, 

(viii) the execution, delivery and performance of this Agreement will not contravene 
any provision of applicable law or any certificate of incorporation or by-laws of any Selling 
Shareholder or, to the knowledge of such counsel, any agreement or other instrument 
binding upon any Selling Shareholder and, other than such consents, approvals, or author­
izations as may be required by state securities or Blue Sky laws, no consent, approval or 
authorization of any governmental body is required for the performance of this Agreement 
by any Selling Shareholder, except such as are specified and have been obtained, 
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fix) the statements in the Prospectus under . - . 

SSrS-T"™" a IT °f *» le?al or proceeds refeme7t 
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(c) You shall have received on the Closing Date an opinion of Davis Polk & Wardwell, 
counsel for the Underwriters, dated the Closing Date, covering the matters referred to in (iii), 
(iv), (v), (vi), (ix) and (xiii) of (b) above, provided that such counsel may relv upon the 
opinion of Wilson, Sonsini, Goodrich & Rosati referred to in (b) above as to all matters of 
California law and as to the matters referred to in (vi) of (b) above, and that with respect to 
(xiii) of (b) above, such counsel may state that their opinion and belief is based upon their 
participation in the preparation of the Registration Statement and Prospectus and any amend­
ments or supplements thereto and review and discussion of the contents thereof, but is without 
independent check or verification except as specified. 

V. 

Each Selling Shareholder will pay or cause to be paid (i) all taxes, if any, on the transfer and 
sale, respectively, of the Shares being sold by such. Selling Shareholder, and (ii) such Selling Share­
holder's pro rata share (based on the percentage which the number of Shares sold by such Selling 
Shareholder bears to the total number of Shares sold) of all costs and expenses incident to the per­
formance of the obligations of the Selling Shareholders and the Company under this Agreement, 
including, but not limited to, all expenses incident to the delivery of the certificates for the Shares, 
the fees and expenses of counsel and the accountants for the Selling Shareholders and the Company, 
the costs and expenses incident to the preparation, printing and filing of the Registration Statement 
(including all exhibits thereto) and the Prospectus and. any amendments or supplements thereto, the 
expenses of qualifying the Shares under the state securities or Blue Sky laws, all fees payable in 
connection with the review of the offering of the Shares by the National Association of Securities 
Dealers, Inc., and the cost of furnishing to the Underwriters the required copies of the Registration 
Statement and Prospectus and any amendments or supplements thereto. 

VL 

Each Selling Shareholder, severally and not jointly, represents and warrants to each Underwriter 
(a) that such Selling Shareholder now has, and on the Closing Date will have, valid marketable title 
to such of the Shares as are to be sold by such Selling Shareholder pursuant to this Agreement, free 
and clear of any security interests, claims, liens, equities and other encumbrances, (b) that such 
Shares, when delivered, will be duly authorized, validly issued, fully paid and nonassessable, (c) 
that such Selling Shareholder now has, and at the time of the delivery of such Shares to you will have, 
the legal right and power, and all consents, approvals and authorizations required by law, to enter 
into this Agreement and to sell transfer and deliver such Shares in the manner provided in this 
Agreement and (d) that all information furnished by or on behalf of such Selling Shareholder for use 
in the Registration Statement and Prospectus is, and on the Closing Date will be, true, correct and 
complete, and does not, and on the Closing Date will not, contain any untrue statement of a material 
fact or omit to state any material fact necessary to make such information not misleading. 

Each Selling Shareholder agrees, severally and not jointly, to indemnify and hold harmless each 
Underwriter and each person, if any, who controls any Underwriter within the meaning of either 
Section 15 of the Securities Act of 1933 or Section 20 of the Securities Exchange Act of 1934, and the 
Company, its directors, its officers who sign the Registration Statement and each person, if any, who 
controls the Company within the meaning of either such Section, from and against any and all losses, 
claims, damages and liabilities caused by any untrue statement or alleged untrue statement of a 
material fact contained in the Registration Statement or the Prospectus (if used within the period 
set forth in subparagraph (c) of Article I of the Agreement with the Company and as amended or 
supplemented if the Company shall have furnished any amendments or supplements thereto) or any 
preliminary prospectus, or caused by any omission or alleged omission to state therein a material 
fact required to be stated therein or necessary to make the statements therein not misleading, but 
only with reference to information relating to such Selling Shareholder furnished in writing by or on 
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behalf of such Selling Shareholder expressly for use in the Registration Statement or the Prospectus 
or in any preliminary prospectus; provided, however, that the foregoing indemnity agreement with 
respect to any preliminary prospectus shall not inure to the benefit of any Underwriter from whom 
the person asserting any such losses, claims, damages or liabilities purchased Shares, or any person 
controlling such Underwriter, if a copy of the Prospectus (as then amended or supplemented if the 
Companv shall have furnished any amendments or supplements thereto) was not sent or given by 
or on behalf of such Underwriter to such person, if required by law to have been so delivered, at 
or prior to the written confirmation of the sale of the Shares to such person, and if the Prospectus 
(as so amended or supplemented) would have cured the defect giving rise to such loss, claim, 
damage or liability. 

Each Underwriter agrees, severally and not jointly, to indemnify and hold harmless the Selling 
Shareholders, and each person, if any, who controls any Selling Shareholder within the meaning of 
either Section 15 of the Securities Act of 1933 or Section 20 of the Securities Exchange Act of 1934, 
from and against any and all losses, claims, damages and liabilities caused by any untrue statement 
or alleged untrue statement of a material fact contained in the Registration Statement or the Prospectus 
(if used within the period set forth in subparagraph (c) of Article I of the Agreement with the 
Company and as amended or supplemented if the Company shall have furnished any amendments 
or supplements thereto) or any preliminary prospectus, or caused by any omission or alleged omission 
to state therein a material fact required to be stated therein or necessary to make the statements 
therein not misleading, but only with reference to information relating to such Underwriter furnished 
in writing to the Company by such Underwriter expressly for use in the Registration Statement, the 
Prospectus or any preliminary prospectus. 

In case any proceeding (including any governmental investigation) shall be instituted involving 
any person in respect of which indemnity may be sought pursuant to either of the two preceding 
paragraphs, such person (the "indemnified party") shall promptly notify the person against whom 
such indemnity may be sought (the "indemnifying party") in writing and the indemnifying party, 
upon request of the indemnified party, shall retain counsel reasonably satisfactory to the indemnified 
party to represent the indemnified party and any others the indemnifying party may designate in 
such proceeding and shall pay the fees and disbursements of such counsel related to such proceeding. 
In any such proceeding, any indemnified party shall have the right to retain its own counsel, but 
the fees and expenses of such counsel shall be at the expense of such, indemnified party unless (i) 
the indemnifying party and the indemnified party shall have mutually agreed to the retention of 
such counsel or (ii) the named parties to any such proceeding (including any impleaded parties) 
include both the indemnifying party and the indemnified party and representation of both parties 
by the same counsel would be inappropriate due to actual or potential differing interests between 
them. It is understood that the indemnifying party shall not, in connection with any proceeding or 
related proceedings in the same jurisdiction, be liable under this Agreement for the reasonable fees 
and expenses of more than one separate firm for all such indemnified parties. In the case of any 
such separate firm for the Underwriters and such control persons of Underwriters, such firm shall be 
designated in writing bv Morgan Stanley & Co. Incorporated. In the case of any such separate firm 
for the Selling Shareholders and such control persons of Selling Shareholders, such firm shall be 
designated in writing by the attornevs-in-fact for the Selling Shareholders under the Powers of 
Attorney mentioned in subparagraph (b)(xi) of Article IV. The indemnifying party shall not be 
liable for any settlement of any proceeding effected without its written consent, but if settled with 
such consent or if there be a final judgment for the plaintiff, the indemnifying party agrees to 
indemnify the indemnified party from and against any loss or liability by reason of such settlement 
or judgment 

If the indemnification provided for in the second or third paragraphs of this Article VI is unavail­
able as a matter of law to an indemnified party in respect of any losses, claims, damages or liabilities 
referred to therein, then each indemnifying party under either such paragraph, in lieu of indemnifying 
such indemnified party thereunder, shall contribute to the amount paid or payable by such indemni-
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fled party as a result of such losses, claims, damages or liabilities (i) in such proportion as is appro­
priate to reflect the relative benefits received by the Selling Shareholders on the one hand and'the 
Underwriters on the other from the offering of the Shares or (ii) if the allocation provided by clause 
(1) above is not permitted by applicable law, in such proportion as is appropriate to reflect not only 
the relative benefits referred to in clause (i) above but also the relative fault of the Selling Share­
holders on the one hand and of the Underwriters on the other in connection with the statements or 
omissions which resulted in such losses, claims, damages or liabilities, as well as any other relevant 
equitable considerations. The relative benefits received by the Selling Shareholders on the one hand 
and the Underwriters on the other shall be deemed to be in the same proportion as the total net pro­
ceeds from the offering (before deducting expenses) received by the Selling Shareholders bear to the 
total underwriting discounts and commissions received by the Underwriters, in each case as set forth 
in the table on the cover page of the Prospectus. The relative fault of the Selling Shareholders and 
of the Underwriters shall be determined by reference to, among other things, whether the untrue or 
alleged untrue statement of a material fact or the omission to state a material fact relates to informa­
tion supplied by the Selling Shareholders or by the Underwriters and the parties' relative intent, 

owledge, access to information and opportunity to correct or prevent such statement or omission. 

The Selling Shareholders and the Underwriters agree that it would not be just and equitable if 
contribution pursuant to this Article VI were determined by pro rata allocation (even if the Under­
writers were treated as one entity for such purpose) or by any other method of allocation which does 
not take account of the equitable considerations referred to in the immediately preceding paragraph. 
The amount paid or payable by an indemnified party as a result of the losses, claims, damages and 
liabilities referred to in the immediately preceding paragraph shall be deemed to include, subject 
to the limitations set forth above, any legal or other expenses reasonablv incurred bv such indemnified 
party in connection with investigating or defending any such action or claim. Notwithstanding the 
provisions of this Article VI, no Underwriter shall be required to contribute any amount in excess 
of the amount by which the total price at which the Shares underwritten bv it and distributed to 
the public were offered to the public exceeds the amount of any damages which such Underwriter has 
otherwise been required to pay by reason of such untrue or alleged untrue statement or omission or 
alleged omission. No person suilty of fraudulent misrepresentation (within the meaning of Section 

( o e Securities Act of 1933) shall be entitled to contribution from any person who was not 
guilty of such fraudulent misrepresentation. The Underwriters' obligations to contribute pursuant to 
this Article VI are several in proportion to their respective underwriting percentages (as defined in 
the Agreement Among Underwriters) and not joint. Notwithstanding the provisions of this Article VI, 
no Selling Shareholder shall be required to contribute any amount in excess of the amount by which 
the total amount received by such Selling Shareholder for such Selling Shareholder's Shares exceeds 
the amount of any damages which such Selling Shareholder has otherwise been required to pay by 
reason of such untrue or alleged untrue statement or omission or alleged omission. The Selling 
Shareholders' obligations to contribute pursuant to this Article VI are several in the proportions 
which the numbers of Shares sold by the respective Selling Shareholders bear to 

The indemnity and contribution agreements contained in this Article VI and the representations 
and warranties of the Selling Shareholders contained in this Agreement shall remain operative and 
m hill force and effect regardless of (i) any termination of this Agreement, (ii) any investigation 
made by or on behalf of any Underwriter or any person controlling any Underwriter, or any Selling 
Shareholder or any person controlling any Selling Shareholder and (iii) acceptance of and payment 
for any of the Shares. * y L 

VJL 
Agreement shaU become effective at such time after notification of the effectiveness of 

?e 5,f?Stra^°n Statement has been released by the Securities and Exchange Commission as you and 
the Selling Shareholders shall agree upon the public offering price. If the public offering price of 
the Shares shall not have been agreed upon prior to 5:00 p.m., New York Time, on the seventh 
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full business day after the Registration Statement shall have become effective, this Agreement shall 
thereupon terminate without liability on the part of the Underwriters or the Selling Shareholders 
except as set forth herein. * ' 

If any one or more of the Underwriters shall fail or refuse to purchase Shares which it or thev 
have agreed to purchase hereunder, and the aggregate number of Shares which such defaulting 
Underwriter or Underwriters agreed but failed or refused to ourchase is not more than one-tenth 
of the aggregate number of Shares, the other Underwirters shall be obligated severallv in the propor­
tions which the numbers of Shares set forth opposite their names in Article I bear to the aggregate 
number of Shares set forth opposite the names of all such non-defaulting Underwriters or fa mch 
other proportions as you may specify, to purchase the Shares which such defaulting Underwriter 
or Underwriters agreed but failed or refused to purchase; provided that in no event shall the number 
° Snares which any Underwriter has agreed to purchase pursuant to .Article I be increased pursuant 
to this Article VII by an amount in excess of one-ninth of such number of Shares without the written 
consent of such Underwriter. If any Underwriter or Underwriters shall fail or refuse to purchase 
Snares and the aggregate number of Shares with respect to which such default occurs is more than 

r SfgTegate, number of Shares ^d arrangements satisfactory to you and the Selling 
hareholders for the purchase of such Shares are not made within 36 hours after such default, 

v" c gTeem^t ^ terminate without liability on the part of any non-defaulting Underwriter or of 
the Selling Shareholders In any such case either you or the Selling Shareholders shall have the 
right toi postpone the Closing Date, but in no event for longer than seven davs, in order that the 
required changes, if any, in the Registration Statement and in the Prospectus or in anv other docu­
ments or arrangements may be effected. Any action taken under this paragraph shall not relieve anv 
Agreement e"mter m HabiIit>' 111 resPect of any default of such Underwriter under this 

If this Agreement shall be terminated by the Underwriters, or anv of them, because of any 
nio on the part of the Selling Shareholders or the Companv to comolv with the terms 
or to fulfill any of the conditions of this Agreement or the Agreement with the Companv, or if for 
,3 re!f°n, g SharehoIders or the Company shad be unable to perform their obligations 
under thij Agreement or the Agreement with the Companv. the Selling Shareholders will reimburse 
(or cause to be reimbursed) the Underwriters, or such Underwriters as have so terminated this 
Agreement with respect to themselves, severallv, for all out-of-pocket exoenses (including the fees 
and disbursements of their counsel) reasonablv incurred bv such Underwriters in connection with 

me"L^ u L°ff?™f contemplated hereunder, and upon such reimbursement the Selling 
areholders shall be absolved from any further liability hereunder, except as provided in Article VI. 

of Ne^YorlTeement ^ govemed ^ and construed in accordance with the laws of the State 

Very truly yours, 

S ; i ' f 1 9 S 1  T a e  S e U i n S  S h a r e h o l d e r s  n a m e d  i n  S c h e d u l e  I  
San Francisco, California hereto, acting severally' 

MORGAN STANLEY & CO. »By 
INCORPORATED Attorney-in-Fact 

HAMBRECHT & QUIST 

Acting severally on behalf of themselves and the 
several Underwriters named herein 

By MORGAN STANLEY & CO. 
INCORPORATED 

By 
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SCHEDULE" I 

Nttmber of 
Shares to 

Nana of Selling Shareholder be Sold 

Total 
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SCHEDULE H 

Shares 

APPLE COMPUTER, INC. 

Common Stock 

San Francisco, California 
May , 1981 

With reference to Article I of the Underwriting Agreement dated May , 1981, relating to the 
above-mentioned shares of Common Stock, the undersigned hereby agree that the public offering 
price will be $ per share and the purchase price will be $ per share. 

The Selling Shareholders listed in Schedule I to the 
Underwriting Agreement, acting severally* 

•By 
Attorney-in-Fact 

MORGAN STANLEY & CO. 
INCORPORATED 

HAMBRECHT & QUEST 

Acting severally on behalf of themselves and the 
several Underwriters named in the Underwriting 
Agreement 

By MORGAN STANLEY & CO. 
INCORPORATED 

By 
Managing Director 
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EXHIBIT B 

Shares 

Apple Computer, Inc. 

COMMON STOCK 

AGREEMENT WITH THE COMPANY 

Maif ,1981 



May , 1981 

MORGAN STANLEY & CO. 
INCORPORATED 

HAMBRECHT & QUIST 

c/o MORGAN STANLEY & CO. 
INCORPORATED 

1251 Avenue of the Americas 
New York, N.Y. 10020 

Dear Sirs: 

Apple Computer, Inc., a California corporation (hereinafter called the Company), is advised 
that certain holders (hereinafter called the Selling Shareholders) of shares of common stock of the 
Company are entering into an agreement with you, as Representatives of the several Underwriters 
named therein (hereinafter called the Underwriters), dated May , 1981 (hereinafter called the 
Underwriting Agreement), for the sale by the Selling Shareholders of an aggregate of 
shares of the Company's common stock (hereinafter called the Shares). All outstanding shares of 
common stock of the Company, including the Shares, are hereinafter referred to as Common Stock. 

The Company has Sled with the Securities and Exchange Commission a registration statement 
including a prospectus relating to the Shares. The registration statement as amended at the time 
it becomes effective is hereinafter referred to as the Registration Statement, and the prospectus in 
the form Srst Sled with the Securities and Exchange Commission pursuant to Rule 424(b) under 
the Securities Act of 1933 is hereinafter referred to as the Prospectus. 

L 

The Company covenants as follows: 

( a )  T o  f u r n i s h  y o u ,  w i t h o u t  c h a r g e ,  t h r e e  s i g n e d  c o p i e s  o f  t h e  R e g i s t r a t i o n  S t a t e m e n t ,  
including exhibits, and to each other Underwriter a copy of the Registration Statement without 
exhibits and, during the period mentioned in subparagraph (c) below, as manv copies of the 
Prospectus and any supplements and amendments thereto as you may reasonably request. 

( b )  B e f o r e  a m e n d i n g  o r  s u p p l e m e n t i n g  t h e  R e g i s t r a t i o n  S t a t e m e n t  o r  t h e  P r o s p e c t u s ,  t o  
furnish you a copy of each such proposed amendment or supplement. 

( c )  I f ,  d u r i n g  s u c h  p e r i o d  a f t e r  t h e  f i r s t  d a t e  o f  t h e  p u b l i c  o f f e r i n g  o f  t h e  S h a r e s  a s  i n  t h e  
opinion of your counsel the Prospectus is required by law to be delivered in connection with sales 
by an Underwriter or dealer, any event shall occur as a result of which it is necessary to amend 
or supplement the Prospectus in order to make the statements therein, in the light of the circum­
stances when the Prospectus is delivered to a purchaser, not misleading, or if it is necessary to 
amend or supplement the Prospectus to comply with law, forthwith to prepare and furnish, at 
its own expense, to the Underwriters and to the dealers (whose names and addresses you shall 
furnish to the Company) to which Shares may have been sold by you on behalf of the Under­
writers and to any other dealers upon request, either amendments or supplements to the Pro­
spectus so that the statements in the Prospectus as so amended or supplemented will not, in the 
light of the circumstances when the Prospectus is delivered to a purchaser, be misleading or so 
that the Propectus will comply with law. 



(d) To endeavor to qualify the Shares for offer and sale under the state securities or Blue 
Sky laws of such jurisdictions as you shall reasonably request, it being understood that all 
expenses (including fees and disbursements of counsel) in connection therewith will be paid by 
or on behalf of the Selling Shareholders. 

( e )  T o  m a k e  g e n e r a l l y  a v a i l a b l e  t o  t h e  C o m p a n y ' s  s e c u r i t y  h o l d e r s  a s  s o o n  a s  p r a c t i c a b l e  a n  
earnings statement, which need not be audited, covering the twelve month period endinc 
June , 1982. 

IL 

The Company agrees to indemnify and hold harmless each Underwriter and each person, if 
any, who controls any Underwriter within the meaning of either Section 15 of the Securities Act of 
1933 or Section 20 of the Securities Exchange Act of 1934, from and against any and all losses, claims, 
damages and liabilities caused by any untrue statement or alleged untrue statement of a material fact 
contained in the Registration Statement or the Prospectus (if used within the period set forth in 
subparagraph (c) of Article I hereof and as amended or supplemented if the Company shall have furn­
ished any amendments or supplements thereto) or any preliminary prospectus, or caused by any 
omission or alleged omission to state therein a material fact required to be stated therein or necessary 
to make the statements therein not misleading, except insofar as such losses, claims, damages or liabil­
ities are caused by any such untrue statement or omission or alleged untrue statement or omission 
based upon information furnished in writing to the Companv bv any Underwriter expressly for use 
therein; provided, however, that the foregoing indemnity agreement with respect to any preliminary 
prospectus shall not inure to the benefit of any Underwriter from whom the person asserting any such 
losses, claims, damages or liabilities purchased Shares, or any person controlling such Underwriter, if 
a copy of the Prospectus (as then amended or supplemented if the Company shall have furnished any 
amendments or supplements thereto) was not sent or given bv'or on behalf of such Underwriter to 
such person, if required by law so to have been delivered, at or prior to the written confirmation of the 
sale of tbe Shares to such person, and if the Prospectus (as so amended or supplemented) would have 
cured the defect giving rise to such loss, claim, damage or liability. 

Each Underwriter agrees, severally and not jointly, to indemnify and hold harmless the Company, 
its directors, its officers who sign the Registration Statement and any person who controls the Companv 
within the meaning of either Section 15 of the Securities Act of 1933 or Section 20 of the Securities 
Exchange Act of 1934, from and against any and all losses, claims, damages and liabilities caused bv 
any untrue statement or alleged untrue statement of a material fact contained in the Registration 
Statement or the Prospectus (if used within the period set forth in subparagraph (c) of .Article I 
hereof and as amended or supplemented if the Company shall have furnished any amendments or 
supplements thereto) or any preliminary prospectus, or caused by any omission or alleged omission 
to state therein a material fact required to be stated therein or necessary to make the statements 
therein not misleading, but only with reference to information relating to such Underwriter furnished 
in writing to the Company by such Underwriter expressly for use in the Registration Statement, the 
Prospectus or any preliminary prospectus. 

In case any proceeding (including any governmental investigation) shall be instituted involving 
any person in respect of which indemnity may be sought pursuant to either of the two preceding para-
paphs, such person (the "indemnified party") shall promptly notify the person against whom such 
indemnity may be sought (the "indemnifying party") in writing and the indemnifying party, upon 
request of the indemnified party, shall retain counsel reasonably satisfactory to the indemnified party 
to represent the indemnified party and any others the indemnifying party may designate in such 
proceeding and shall pay the fees and disbursements of such counsel related to such proceeding. In 
any such proceeding, any indemnified party shall have the right to retain its own counsel, but the 
fees and expenses of such counsel shall be at the expense of such indemnified party unless (i) the 
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indemnifying party and the indemnified party shall have mutually agreed to the retention of such 
counsel or (ii) the named parties to any such proceeding (including any impleaded parties) include 
both the indemnifying partv and the indemnified party and recresentation of both parties by the same 
counsel would be inappropriate due to actual or potential differing interests between them. It is 
understood that the indemnifying partv shall not. in connection with any proceeding or related pro­
ceedings in the same jurisdiction, be liable for the reasonable fees and expenses of more than one 
separate firm for all such indemnified parties. In the case of anv such separate firm for the Under­
writers and such control persons of Underwriters, such firm shall be designated in writing by Morgan 
Stanley & Co. Incorporated. In the case of any such separate firm for the Company, and such directors, 
officers and contiol persons of the Company, such firm shall be designated in writing by the Company. 
The indemnifying party shall not be liable for any settlement of any proceeding effected without its 
written consent, but if settled with such consent or if there be a final judgment for the plaintiff, the 
indemnifying party agrees to indemnify the indemnified party from and against any loss or liability 
by reason of such settlement or judgment. 

If the indemnification provided for in the first or second paragraphs of this Article II is unavail­
able as a matter of law to an indemnified party in respect of any losses, claims, damages or liabilities 
referred to therein, then each indemnifying party under either such paragraph, in lieu of indemnifying 
such indemnified party thereunder, shall contribute to the amount paid or payable by such indemnified 
party as a result of such losses, claims, damages or liabilities (i) in such proportion as is appropriate 
to reflect the relative benefits to the Company on the one hand and the Underwriters on the other 
from the offering of the Shares or (ii) if the allocation provided by clause (i) above is not permitted 
by applicable law, in such proportion as is appropriate to reflect not only the relative benefits referred 
to in clause (i) above but also the relative fault of the Company and the Underwriters in connection 
with the statements or omissions which resulted in such losses, claims, damages or liabilities, as well 
as anv other relevant equitable considerations. The relative benefits to the Company on the one hand 
and the Underwriters on the other shall be deemed to be in the same proportion as the total net pro­
ceeds from the offering (before deducting expenses) received by the Selling Shareholders bear to 
the total underwriting discounts and commissions received bv the Underwriters, in each case as set 
forth in the table on the cover page of the Prospectus. The relative fault of the Company and of.the 
Underwriters shall be determined by reference to, among other things, whether the untrue or alleged 
untrue statement of a material fact or the omission to state a material fact relates to information 
supplied by the Company or by the Selling Shareholders on the one hand or by the Underwriters on 
the other and the parties relative intent, knowledge, access to information and opportunity to correct 
or prevent such statement or omission. 

The Company and the Underwriters agree that it would not be just and equitable if contribution 
pursuant to this Article II were determined by pro rata allocation (even if the Underwriters were 
treated as one entity for such purpose) or by any other method of allocation which does not take 
account of the equitable considerations referred to in the immediately preceding paragraph. The 
amount paid or payable by an indemnified party as a result of the losses, claims, damages~and liabili­
ties referred to in the immediately preceding paragraph shall be deemed to include, subject to the 
limitations set forth above, any legal or other expenses reasonably incurred by such indemnified party 
in connection with investigating or defending any such action or claim. Notwithstanding the provi­
sions of this Article II, no Underwriter shall be required to contribute any amount in excess of the 
amount by which the total price at which the Shares underwritten by it and distributed to the public 
were offered to the public exceeds the amount of any damages which such Underwriter has otherwise 
been required to pay by reason of such untrue or alleged untrue statement or omission or alleged 
omission. No person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of 
the Securities Act of 1933) shall be entitled to contribution from any person who was not guilty of 
such fraudulent misrepresentation. The Underwriters' obligations to contribute pursuant to thi< Article 
II are several in proportion to their respective underwriting percentages (as defined in the Agreement 
Among Underwriters) and not joint 
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j f mdemmty and contribution agreements contained in this Article II shall remain operative 
and m full force mid effect regardless of (i) any termination of this Agreement, (ii) anv investigation 
made by or on behalf of any Underwriter or any person controlling any Underwriter, or'the Companv 

otier peis°n controiiins*• c-w 

m. 

Newark §re8ment ^ bS S°Vemed by 111(1 construed 111 accordance with the laws of the State of 

Very truly yours, 

APPLE COMPUTER, INC. 

By 

Accepted, May , 1981 
San Francisco, California 

MORGAN STANLEY & CO. 
INCORPORATED 

HAMBRECHT & QUIST 

Acting severally on behalf of themselves and the 
several Underwriters named in the Underwriting 
Agreement 

By MORGAN STANLEY & CO. 
INCORPORATED 

By 
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EXHIBIT C 

Shares 

Apple Computer, Inc. 

COMMON STOCK 

DEALER AGREEMENT 

.Kay , 1981 



May , 1981 

MORGAN STANLEY & CO. 
INCORPORATED 

HAMERECHT & QUIST 

c/o MORGAN STANLEY & CO. 
INCORPORATED 

1251 Avenue of the Americas 
New York, N.Y. 10020 

Dear Sirs: 

We acknowledge receipt of the Prospectus dated May , 1981 (hereinafter called the "Prospec­
tus") relating to the offering of shares of common stock (hereinafter called the "Shares"), 
of Apple Computer, Inc. (hereinafter called the "Company"). 

We understand that the Underwriters are severally offering, through you, certain of the Shares 
for sale to certain securities dealers at the public offering price of $ a Share, less a concession 
of •$ a Share, and that any Underwriter may allow, and such dealers reallow, a concession not in 
excess of $ a Share to any Underwriter or any dealer who has entered into an agreement in 
this form. 

We hereby agree with you as follows with respect to any purchase of the Shares from you or 
from any other Underwriter or from any dealer at a concession from the public offering price. 

In purchasing Shares, we will rely only on the Prospectus and on no other statements whatsoever, 
written or oraL 

L OFFERING AND TRADING PROVISIONS 

The Shares purchased by us at a concession from the public offering price shall be promptly 
offered to the public upon the terms set forth in the Prospectus or for sale at a concession not in 
excess of $ a Share to any Underwriter or to any other member of the National Association of 
Securities Dealers, Inc. (hereinafter called "NASD") who enters into an agreement with you in this 
form or to foreign banks or dealers, not eligible for membership in the NASD, who (i) agree that 
they will not offer or sell any Shares in, or to persons who are nationals or residents of, the United 
States of America, (ii) in making sales of such Shares will comply with all applicable rules of the 
NASD, including, without limitation, the NASD's Interpretation with Respect to Free-Riding and 
Withholding, Sections 8, 24 and 36 of Article III of the NASD's Rules of Fair Practice as though they 
were such a member and Section 25 of such Article as it applies to a non-member broker or dealer 
in a foreign country and (iii) enter into an agreement with you in this form. 

We agree that we will not, without your approval in advance, at any time prior to the completion 
by us of distribution of Shares acquired by us pursuant to this Agreement, buy, sell, deal or trade 
in any common stock of the Company (hereinafter called the "Common Stock"), or buy any right 
or option to purchase Common Stock for our own account or for the account of a customer, except 

( a )  a s  p r o v i d e d  f o r  i n  t h i s  A g r e e m e n t ,  t h e  A g r e e m e n t  A m o n g  U n d e r w r i t e r s  o r  t h e  U n d e r ­
writing Agreement relating to the Shares; 



(b) that we may deliver Common Stock owned by us upon the exercise of any option to 
purchase Common Stock written by us as permitted in this Agreement; and 

(c) in brokerage transactions on unsolicited orders which have not resulted from activities 
on our part in connection with the solicitation of purchases and which are executed by us in 
the ordinary course of our brokerage business. 

An opening uncovered writing transaction in options to acquire Common Stock, for our account or 
for the account of a customer, shall be deemed, for purposes of this paragraph, to be a sale of 
Common Stock which is not unsolicited. The term "opening uncovered writing transaction in options 
to acquire" as used above means a transaction where the seller intends to become a writer of an 
option to purchase any Common Stock which he does not own or have the right to acquire upon 
exercise of option rights. An opening uncovered writing transaction in options to sell Common Stock, 
for our account or for the account of a customer, shall be deemed, for purposes of this paragraph, 
to be a purchase of Common Stock which is not unsolicited. The term "opening uncovered writing 
transaction in options to sell" as used above means a transaction where the seller intends to become 
a writer of an option to sell any Common Stock with respect to which he does not have a short 
position or have the right to sell upon exercise of option rights. 

We represent that we have not participated, since May , 1981, in any transaction prohibited 
by the preceding paragraph and that we have at all times complied with the provisions of Rule 10b-6 
of the Securities and Exchange Commission applicable to this offering. 

We agree to advise vou from time to time upon request, prior to the termination of this Agree­
ment, of the number of Shares remaining unsold which were purchased by us from you or from any 
other Underwriter or dealer at a concession from the public offering price and, on your request, we 
will resell to you any such Shares remaining unsold at the purchase price thereof if, in your opinion, 
such Shares are needed to make delivery against sales made to others. 

If prior to the termination of this Agreement (or prior to such earlier date as you have deter­
mined ) you purchase or contract to purchase in the open market or otherwise any Shares which were 
purchased by us from you or from any other Underwriter or dealer at a concession from the public 
offering price (including any Shares represented by certificates which may have been issued on 
transfer or in exchange for certificates originallv representing such Shares), and which Shares were 
therefore not effectively placed for investment by us, we authorize you either to charge our account 
with an amount equal to such concession which shall be credited against the cost of such Shares, 
or to require us to repurchase such Shares at a price equal to the total cost of such purchase, including 
any commissions and transfer taxes on redelivery. 

U. DELIVERY AND PAYMENT 

If we purchase any Shares from you hereunder, we agree that such purchases will be evidenced 
by your written confirmation and will be subject to the terms and conditions set forth in the confirma­
tion and in the Prospectus. 

Shares purchased by us from you hereunder shall be paid for in full at the public offering price 
stated above, or, if you shall so advise us, at such price less the applicable concession, at the office 
of Morgan Stanley & Co. Incorporated, 55 Water Street, New York, New York, at such time and on 
such day as you may advise us, bv certified or official bank check payable in New York Clearing House 
funds to the order of Morgan Stanley & Co. Incorporated against delivery of the Shares. If we are 
called upon to pay the public offering price for the Shares purchased by us, the applicable concession 
will be paid to us, less any amounts charged to our account pursuant to Article I above, after termi­
nation of this Agreement 

2 



HI. TERMINATION 

You will advise us of the date and time of termination of this Agreement or of any designated 
provisions hereof. This Agreement shall, in any event, terminate 30 days after the date of the initial 
public offering of the shares unless sooner terminated by you. 

IV. REPRESENTATIONS AND LIABILITY OF DEALERS AND UNDERWRITERS 

We represent that we are a member in good standing of the NASD or that we are a foreign bank 
or dealer, not eligible for membership in the NASD, which agrees not to offer or sell any Shares in, or 
to persons who are nationals or residents of, the United States of America. In making sales of Shares, 
if we are such a member we agree to comply with all applicable rules of the NASD, including, without 
limitation, the NASD's Interpretation with Respect to Free-Riding and Withholding and Section 24 of 
Article III of the NASD's Rules of Fair Practice, or, if we are such a foreign bank or dealer, we agree 
to comply with such Interpretation, Sections 8, 24 and 36 of such Article as though we were such a 
member and Section 25 of such Article as it applies to a non-member broker or dealer in a foreign 
country. 

We represent that in connection with sales and offers to sell Shares made by us outside the 
United States (a) we will not offer or sell any Shares in any jurisdiction except in compliance with 
applicable laws and (b) we will either furnish to each person to whom any such sale or offer is made 
a copy of the then current prospectus or of the Prospectus (as then amended or supplemented if the 
Company shall have furnished any amendments or supplements thereto), as the case may be, 
or inform such person that such prospectus or Prospectus will be available upon request. Any offering 
material in addition to the then current prospectus or Prospectus furnished by us to any person in 
connection with any offers or sales referred to in the preceding sentence (i) shall be prepared and 
so furnished at our sole risk and expense; and (ii) shall not contain information relating to the Shares 
or the Company which is inconsistent in any respect with the information contained in the then 
current prospectus or in the Prospectus (as then amended or supplemented if the Company shall have 
furnished any amendments or supplements thereto), as the case may be. It is understood that no 
action has been taken to permit a public offering in any jurisdiction other than the United States 
where action would be required for such purpose. 

We will not give any information or make any representations other than those contained in the 
Prospectus, or act as agent for the Company, the Selling Shareholders referred to in the Prospectus, 
any Underwriter or you. 

We agree that you, as Managers of the offering, have full authority to take such action as may 
seem advisable to you in respect of all matters pertaining to the offering of the Shares. Neither you, 
as Managers, nor any of the Underwriters shall be under any liability to us for any act or omission, 
except for obligations expressly assumed by you in this Agreement 

All communications to you relating to the subject matter of this Agreement shall be addressed 
to the Syndicate Department, Morgan Stanley & Co. Incorporated, 1251 Avenue of the Americas, 
New York, New York 10020, and any notices to us shall be deemed to have been duly given if mailed 
or telegraphed to us at the address shown below. 

V. BLUE SKY MATTERS 

Neither you, as Managers, nor any of the Underwriters will have any responsibility with respect 
to the right of any dealer to sell Shares in any jurisdiction, notwithstanding any information you may 
furnish in that connection. 

3 



VL GOVERNING LAW 

This Agreement shall be governed by and construed in accordance with the laws of the State 
of New York. 

Very truly yours, 

(Address) 


