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Forward-Loeoking Statements

In addition to historical information, this Annual Report on Form 10-K contains forward-looking statements, including
statements regarding product plans, future growth and market opportunities which involve risks and uncertainties that could cause
actual results to differ materially from these forward-looking statements. Factors that might cause or contribute to such differences
include, but are not limited to, those discussed in the section entitled “Risk Factors” in Part I, Item 14 of this report. You should
carefully review the risks described herein and in other documents we file from time to time with the Securities and Exchange
Commission (“the SEC”), including our Quarterly Reports on Form 10-Q to be filed in 2012. When used in this report, the words
“expects,” “could,” “would,” “may,” “anticipates,” “intends,” “plans,” “believes,” “seeks,” “targets,” “estimates,” “looks
Jor,” “looks to” and similar expressions, as well as statements regarding our focus for the future, are generally intended to identify
Sforward-looking statements. You should not place undue reliance on these forward-looking statements which speak only as of the
date of this Annual Report on Form 10-K. We undertake no obligation to publicly release any revisions to the forward-looking
statements or reflect events or circumstances afier the date of this document.
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PART I
ITEM 1. BUSINESS

Founded in 1982, Adobe Systems Incorporated is one of the largest and most diversified software companies in the world.
We offer a line of software and services used by creative professionals, marketers, knowledge workers, application developers,
enterprises and consumers for creating, managing, delivering, measuring, optimizing and engaging with compelling content and
experiences across multiple operating systems, devices and media. We market and license our software directly to enterprise
customers through our sales force and to end users through app stores and our own website at www.adobe.com. We also distribute
our products through a network of distributors, value-added resellers (““VARs”), systems integrators, independent software vendors
(“ISVs™), retailers and original equipment manufacturers (“OEMs”). In addition, we license our technology to hardware
manufacturers, software developers and service providers for use in their products and solutions. We offer some of our products
via a Software-as-a-Service (“SaaS”) model (also known as a hosted model or “cloud-based” model) as well as through term
subscription and pay-per-use models. Our software runs on personal computers (“PCs”) and server-based computers, as well as
on smartphones, tablets and other devices, depending on the product. We have operations in the Americas, Europe, Middle East
and Africa (“EMEA”) and Asia.

Adobe was originally incorporated in California in October 1983 and was reincorporated in Delaware in May 1997. We
maintain executive offices and principal facilities at 345 Park Avenue, San Jose, California 95110-2704. Our telephone number
is 408-536-6000. We maintain a website at www.adobe.com. Investors can obtain copies of our SEC filings from this site free
of charge, as well as from the SEC website at www.sec.gov.

BUSINESS OVERVIEW

For more than 29 years, innovation in Adobe software and technologies has transformed how individuals, businesses and
governments communicate and interact with their constituents. Across the markets and customers we serve, Adobe helps its
customers create and deliver the most compelling content and web applications in a streamlined workflow, and optimize those
experiences and marketing activities for greater return on investment. Our solutions turn ordinary interactions into compelling
and valuable digital experiences, across media and devices, anywhere, anytime.

While we continue to market and license a broad portfolio of products and solutions, we are focusing our greatest business
investment in two strategic growth areas:

Digital Media—providing tools and solutions that enable individuals, small businesses and enterprises to create, publish,
promote and monetize their content anywhere. Our customers include traditional content creators, web application developers and
digital media professionals, as well as their management in marketing departments and agencies, companies and publishers. This
is the core of what we have delivered for over 20 years, but we are evolving rapidly to provide these customers with more complete
and integrated workflow to handle the plethora of new devices, formats and business models that are emerging.

Digital Marketing—providing solutions and services for how digital advertising and marketing are created, managed,
executed, measured and optimized. Our customers include digital marketers, advertisers, publishers, merchandisers, web analysts,
chief marketing officers and chief revenue officers. We process over a trillion web transactions a quarter via SaaS, helping our
customers with analytics and reporting, multi-channel campaign execution, delivering personalized web experiences and media
monetization. This complements our digital media franchise, bringing together the art of creating content with the science of
measuring and optimizing it, enabling our customers to achieve optimal business outcomes.



To capitalize on the potential in these two market areas, we made several significant changes in key areas of our business
during the past year. We have made investments to increase the deployment of some of our products through new SaaS models,
and to augment how we license our software to include a new subscription model for our creative products. We believe these
business model changes will allow us to target new users, as well as increase the amount of recurring revenue we generate as a
percent of our total revenue—creating the potential for our business to be more predictable.

We have also invested in the development of new products that address emerging customer needs in these two market areas
and represent new revenue sources. In addition, we made several acquisitions during the past year to broaden the scope of our
solutions. We believe the new products we are bringing to market, combined with products and technologies we have acquired,
will make our Digital Media and Digital Marketing solutions more compelling to our customers.

While we have increased our investments in some products areas, we have similarly reduced our focus on some of our
products at the same time. The resulting saved costs from the reduced focus in some product areas is being redeployed as investments
into research and development, and into sales and marketing to drive higher growth potential in our two market focus areas.

Because of this transformation we have undertaken, as we enter fiscal year 2012 we believe we are uniquely positioned to
be a leader in the emerging Digital Media and Digital Marketing categories where our mission to change the world through digital
experiences resonates well with customers.

PRODUCTS AND SERVICES OVERVIEW

Entering fiscal 2011, we organized our products and services into the following businesses: Creative and Interactive
Solutions, Digital Media Solutions, Digital Enterprise Solutions, Omniture, and Print and Publishing. We reported our financial
results based on these named businesses, with the exception of Digital Enterprise Solutions which we reported in two segments:
Knowledge Worker and Enterprise.

Effective in the first quarter of fiscal 2012, we modified our segments due to changes we made in how we operate our
business. We have combined our prior Creative and Interactive Solutions segment with our Digital Media Solutions segment and
our Knowledge Worker segment, and named it Digital Media. We also renamed our Omniture segment to Digital Marketing and
combined it with our prior Enterprise segment. These changes reflect our focus on the two strategic growth opportunities outlined
above. Our Print and Publishing segment, which contains many of our more mature products and solutions, continues to be reported
as it was in fiscal 2011.

Accordingly, our three fiscal 2012 reportable segments will be Digital Media, Digital Marketing, and Print and Publishing.
We will adjust our reportable segments at the beginning of fiscal 2012 to reflect these changes.

The following overview begins with a discussion of our results organized by our fiscal 2011 reportable segments. It follows
with an explanation of our market opportunities and a discussion of our strategies to address our market opportunities in fiscal
2012 and beyond, organized by our new fiscal 2012 reportable segments.

Fiscal 2011 Business Segments Results
Creative and Interactive Solutions Fiscal 2011 Business Summary

Our Creative Suite 5 (“CS5”) family of products, which first shipped in fiscal 2010, incorporates Adobe technologies used
by creative professionals into five Creative Suite editions and thirteen individual creative products, providing tools for the various
creative disciplines our customers desire. Entering fiscal 2011, the adoption of CS5 was greater than that of its predecessor, Creative
Suite 4 (“CS4”), due to its new feature set as well as an improvement in the general macro-economic environment. This caused
overall revenue for CSS5 to be stronger than revenue achieved with CS4 for a comparable period of time since their respective
release dates.

In the second quarter of fiscal 2011, we delivered Creative Suite 5.5 (“CS5.5”), the newest release of our creative toolset.
This release marked the start of a plan to deliver annual releases for our Creative Suite family of products to address the needs of
our customers on a more timely basis than our prior release cadence of eighteen to twenty months. CSS5.5 provided numerous
feature enhancements, particularly in the areas of digital publishing for tablets, mobile content creation, website creation with new
HTML version S (“HTMLS5”) capabilities, and advanced video content creation capabilities.

The launch of CS5.5 also included the introduction of a new subscription offering to attract more price-sensitive customers
to license Creative Suite products. We believe the subscription option is valued by customers who seek the flexibility and
affordability of monthly payments. Adoption of the new CS5.5 subscription offering indicated it attracted new customers to the
product, many of whom would otherwise not have licensed it, as well as enticed existing users of older versions of the product to
upgrade to the latest version.



Based on the success of CSS5.5, as of the end of fiscal 2011 we experienced an increase in combined revenue for CS5 and
CS5.5 when compared to similar periods of availability for CS4 and its predecessor Creative Suite 3 (“CS3”). In addition, CS5.5
maintained the strong run-rate of the Creative Suite business that was established by CS5, achieving one of the goals of moving
to annual releases with the product family. Adoption of CS5 and CS5.5 in the education market was also strong during the year,
resulting in record education revenue and contributing to the success of these releases.

Revenue derived from licensing of our Creative Suite editions equated to approximately 70% of the total revenue generated
with the Creative Suite family of products. Licensing of individual Creative and Interactive products such as Dreamweaver, Flash
Professional, Illustrator and InDesign also contributed to the success of CS5.5 in fiscal 2011.

In the fall of 2010 we introduced a beta of the Adobe Digital Publishing solution, an online, hosted publishing solution that
works with InDesign and enables magazine and newspaper publishers to deliver engaging, branded reading experiences of their
publications to mobile and tablet devices. In the Spring of 2011, we delivered an update to our Digital Publishing solution and
made it generally available to all enterprise customers. Our Digital Publishing solution combines hosted services, flexible e-
commerce models to sell single issues and subscriptions directly to consumers through mobile marketplaces, and analytics
capabilities based on our Adobe Digital Marketing Suite. Content is created and enhanced through integration with CS5.5 to enable
a complete workflow for the creation and delivery of content to mobile device users via our Content Viewer technology. As of the
end of fiscal 2011, more than 1,200 published titles have been delivered to online app stores and newsstands, reflecting the success
and strong adoption of Digital Publishing solution by our publishing customers. In the third quarter of fiscal 2011, we also delivered
Digital Publishing Single Edition, which can be used by customers that want to publish their content as apps in app stores on an
individual and ad hoc basis.

To help our customers create new content leveraging advancements in web standards, in the spring of 2011 we introduced
a beta release of Adobe Edge, which is a new web motion and interaction design tool that allows designers to bring animated
content to websites, using web standards like HTMLS5, JavaScript, and CSS3. We also delivered a beta release of Adobe Muse,
which allows web designers to design and publish HTML websites without writing HTML code. Combined, more than 500,000
downloads of these pre-release tools occurred in fiscal 2011, indicating a strong desire of our customers to utilize these solutions
and their capabilities.

At our Adobe MAX user conference in October 2011, we announced Adobe Creative Cloud, which is a comprehensive
offering of creative services, Creative Suite desktop applications, new content creation touch-based apps for use on tablets, and
community features that together, we believe, will redefine the content creation process. The full offering, marketed through a
subscription model with attractive monthly pricing, is expected to be available in 2012 and is discussed later in the "Digital Media
Market Opportunities and Strategies" section.

During fiscal 2011, we advanced the capabilities of our Adobe Flash Player with the release of Flash Player 11. Flash Player
is a cross-platform, browser-based application runtime that provides viewing of expressive applications, content, and videos across
most browsers and operating systems. New features in version 11 include 3D accelerated graphic support, native 64-bit operating
system support, improved software encoding for cameras and protected HTTP dynamic streaming.

Adoption of Flash Player during the year remained strong on PC platforms as well as non-PC platforms where it is supported.
Due to the frequent downloads of our client technologies such as Flash Player, we generate revenue through OEM relationships
with companies where we include their technologies as part of the download offerings of our client technologies on PCs. In fiscal
2011, this download revenue grew when compared to fiscal 2010.

In fiscal 2011, we also broadened the reach of our cross-platform client technology named Adobe AIR. The AIR runtime
enables developers to deploy standalone applications built with HTML, JavaScript, ActionScript, Flex, Flash Professional, and
Flash Builder across platforms and devices - including Android, BlackBerry, iOS devices, personal computers, and televisions.

There have been approximately 500 million AIR downloads on PCs, with more than 12,000 apps built using AIR that are
available on app stores such as Android Marketplace, Apple App Store, Blackberry App World and Amazon Appstore. In October,
we extended the capabilities of AIR to mobile devices with the delivery of AIR version 3. AIR 3 enables 3D accelerated graphics
rendering, native extensions for developers to utilize platform-specific features as part of their AIR code, and other platform-
specific development features.

In the online video and rich media delivery market, we continued innovating to maintain and grow our market leadership
position. During the year we achieved strong adoption of Adobe Flash Media Server (“FMS”) version 4.5 which now delivers
media to multiple platforms including Apple iOS devices via RTMP and HTTP methods. Based on this adoption, we achieved
strong year-over-year revenue for our family of media server products in fiscal 2011.



In the fourth quarter of fiscal 2011, we announced the acquisitions of TypeKit, for making expressive type available anywhere
on the web, and Nitobi, the maker of PhoneGap. Nitobi is the creator and primary contributor to the open source PhoneGap
framework, which allows developers to create device native mobile applications using HTML, CSS, and JavaScript. Both TypeKit
and PhoneGap are planned to be integral parts of our Creative Cloud offering in fiscal 2012, which is discussed later in this section.

Digital Media Solutions Fiscal 2011Business Summary

Entering fiscal 2011, our Digital Media Solutions business, like our Creative and Interactive Solutions business, benefited
from the strength of the CSS5 release that occurred in fiscal 2010. In May of 2011, as noted earlier, we delivered CS5.5, the newest
release of our creative toolset which included new versions of our video authoring products. Adoption of the new CS5.5 products
in the second, third and fourth quarters of fiscal 2011, as well as ongoing adoption of our imaging products helped to drive year-
over-year revenue growth in our Digital Media Solutions segment during the entire fiscal year.

Throughout fiscal 2011, we maintained our focus on making Photoshop the standard by which all other imaging products
are measured. As an essential tool in most creative customer's workflow, many of our customers acquire its capabilities through
the purchase of suites of our products, the management of which was handled by our Creative and Interactive Solutions business.

With our Photoshop family of products, including Photoshop Extended, Photoshop, and Photoshop Lightroom, we
experienced year-over-year revenue growth during fiscal 2011. The new release of Lightroom version 3, used by professional and
amateur photographers to manage, enhance and share their photographs, achieved strong adoption in its targeted market.

Similarly, our video authoring tools—including Adobe Premiere Pro, After Effects, Adobe Audition, and the suite containing
them called Creative Suite Production Premium—achieved strong market share and revenue growth during the year due to new
CS5.5 versions of the products and strong execution by our sales and marketing teams to position Adobe as a leader in the overall
digital video solutions category.

During the fourth quarter of fiscal 2011, we released version 10 of our Adobe Photoshop Elements software which is our
digital imaging application targeted for amateur photographers and digital imaging hobbyists. In the same quarter, we released
version 10 of Adobe Premiere Elements software which is our video editing software that can be used by hobbyists to enhance
and share their digital video memories on DVDs. We also released a software bundle that includes the new versions of Photoshop
Elements and Adobe Premiere Elements to target hobbyists who desire both applications in one affordable package. Adoption of
these new releases helped to drive year-over-year revenue growth in this category during the fiscal year.

To capitalize on the increased use of smartphones and tablets, we released versions of applications which run on mobile
devices, including Photoshop Express, which is a popular application and available for free on devices running Google Android
OS and Apple i0S; Adobe Revel (formerly Adobe Carousel), which gives users access to their entire photo library from their
Apple devices along with photo-processing features based on Lightroom; and Photoshop Touch—our newest tablet application
leveraging the brand and capabilities of our popular Photoshop imaging franchise, which was made available for a fee on Android-
based devices in the fall of 2011 and is expected to be released for Apple iOS-based devices in 2012.

In the fourth quarter of fiscal 2011 we announced our acquisition of Auditude, a video ad serving platform that increases
the capabilities of our video product solution to enable our customers to deliver and monetize their media to PC, mobile, tablet
and TV-screens that are connected to the internet. We believe the addition of Auditude strengthens our offering to help customers
monetize their media assets on the web.

Knowledge Worker Fiscal 2011 Business Summary

In fiscal 2011, our Knowledge Worker revenue increased when compared to fiscal 2010 due to strong adoption of our
Acrobat X release that launched in the fourth quarter of fiscal 2010. Helping to drive this performance was the success of our
corporate and volume licensing programs, which allow customers who want to deploy Acrobat to many users to do so through
convenient license acquisition and installation means. In addition, an increase in pricing resulted in an increase in the average
selling price (“ASP”) of Acrobat during the year and helped to drive the revenue growth achieved.

Acrobat X, the tenth major version of our Acrobat family of products, contains new and improved features that improve
user productivity, streamline document reviews, collect data in fillable PDF forms, protect PDF documents and other content, and
share PDF documents with others. The product also extends the value proposition for knowledge workers to communicate and
collaborate more effectively. During the year, we further extended the value of PDF to mobile devices with the release of native
Adobe Reader applications for Android and iOS. We also increased our focus on security to guard against malicious use of PDFs
and Adobe Reader. This focus included the regular release of product updates to address new security threats that were identified
throughout the year, and also increased awareness by our customets to stay more current with the latest release of our products.



During the year, continued adoption of our Creative Suite products has also contributed to broader adoption of Acrobat in
the creative professional market. Acrobat Pro is included in four of the five Creative Suite editions and utilization of Acrobat
prepress, printing and collaboration functionality is a critical component of creative customer workflows. As such, adoption of
Acrobat through the Creative Suite family of products has resulted in a material amount of Acrobat revenue being reported in our
Creative Solutions Segment during the year.

In the summer 0of 2011, we announced the acquisition of EchoSign, a provider of on-demand, web-based, electronic signature
solutions. The addition of EchoSign, combined with the release of our Adobe FormsCentral solution and Export PDF, enables us
to increase the value of document exchange services that we offer to our knowledge worker customers and thus increase the
potential addressable market for our knowledge worker offerings.

Enterprise Fiscal 2011 Business Summary

In fiscal 2011, we achieved strong year-over-year revenue growth in our Enterprise business. This performance was driven
primarily by the addition and increased adoption of our CQ5 Web Experience Management (“WEM?”) solution, which we acquired
with our acquisition of Day Software Holding AG ("Day") in the fourth quarter of fiscal 2010. Our market-leading WEM solution
combines web content management, digital asset management and social collaboration offerings, and enabled our sales force to
target organizations that need to transform their websites by enabling them to create, manage, distribute, and monetize content
while optimizing the web, mobile, and social collaboration experience for their customers.

Adoption of our Adobe LiveCycle and Adobe Connect products slowed during the year when compared to prior years as
we increasingly shifted our focus to marketing the benefits of our WEM solution to targeted enterprise customers. In November
2011, we announced a realignment of our business priorities which resulted in an increased focus on the Digital Media and Digital
Marketing opportunities as we entered fiscal 2012. The core of our digital marketing offering is the combination of our Omniture
and Day product lines, and with this business shift, we announced we are focusing our future go-to-market efforts for LiveCycle
and Connect on government and financial services markets while scaling back significantly on other targeted markets. For Connect,
we will continue to aggressively leverage and sell through our go-to-market partners.

Omniture Fiscal 2011 Business Summary

Our Omniture product family processes over one trillion transactions per quarter in a hosted environment for thousands of
customers around the world. As we have broadened our investment and go-to-market capabilities with our Omniture products, we
have increased our bookings and revenue while maintaining high customer retention rates for our enterprise customers. In fiscal
2011, Omniture revenue grew when compared to fiscal 2010.

Our flagship Omniture product, Adobe SiteCatalyst, anchors our analytics business and represented approximately 50% of
Omniture revenue reported for fiscal 2011. The percentage of revenue beyond analytics represented by additional types of services
which are part of our Digital Marketing Suite has been increasing. Revenue from these additional services, which include
Test& Target, Scene7 and new services such as Adobe SocialAnalytics that was launched in the second quarter of fiscal 2011, and
the acquisition of Demdex for data management, grew steadily in fiscal 2011, resulting in larger engagements and transactions
with our customers. As a result, we increased the number of customers that spend more than $500,000 on an annual basis by more
than 25% as compared to fiscal 2010.

In March 2011, we began to integrate our Omniture products with our newly acquired Day offering for WEM. Customer
interest in a combined offering of Omniture plus Day increased throughout the year, resulting in our decision to substantially grow
our investment in the digital marketing market area. As previously discussed, our unique value proposition and successful customer
proof points during the year with this combined offering resulted in our decision to focus on the large digital marketing opportunity.
This is further discussed in the "Digital Marketing Opportunity" section.

Print and Publishing Fiscal 2011 Business Summary

In fiscal 2011, we maintained a consistent quarterly revenue run-rate with the mature products we market and license in
our Print and Publishing business. During the year we delivered version 3 of our Technical Communication Suite, which is a set
of tools for technical publishing, and version 2.5 of our eLearning Suite, which is a complete set of tools for creating professional
eLearning courseware.

Graphics professionals and professional publishers continue to require quality, reliability and efficiency in production
printing, and we believe our Adobe PostScript and Adobe PDF printing technologies provide advanced functionality to meet the
sophisticated requirements of this marketplace. As high-end printing systems evolve and transition to fully digital, composite
workflows, we believe we are uniquely positioned to be a supplier of software and technology based on the PostScript and Adobe
PDF standards for use by this industry. We generate revenue by licensing our technology to OEMs that manufacture workflow
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software, printers and other output devices, and in fiscal 2011, we maintained our OEM PostScript revenue through continued
innovation with PostScript technologies.

Fiscal 2012 Business Segment Market Opportunities and Strategies
Digital Media Segment
Digital Media Market Opportunities and Strategies

We believe we are at a key inflection point in the history of the internet. Convergence of major trends is occurring which
is driving changes in consumer behavior and expectations. These trends include the rise in use of smartphones and tablets, increased
internet access speeds, new business models driven by online commerce and app stores, the increase in media and entertainment
made available online, the impact of social online communication, and software delivery transitioning from prior PC delivery
models to cloud-based services.

These trends and changes are having a profound impact on our customers. Adobe customers—large and small—are
rethinking its online presence, addressing concerns such as how to make its site more dynamic, how to manage visitors from both
PC and non-PC devices, whether to invest in web browser-based applications or create individual mobile apps, and how to transition
from legacy content delivery methods to new models which present new revenue streams. For our customers, these challenges
create a great deal of complexity in their workflows and cost structures. For Adobe, these challenges and the complexity our
customers face are growing the size of the markets we can target.

In fiscal 2012 with our newly named Digital Media business, we believe these market conditions present significant
opportunities for Adobe to rapidly deliver product innovation, access new market segments, increase engagement with our
customers, transition our business to more of a recurring revenue model, and accelerate our revenue growth. Our goal is to be the
leading provider of tools and services that allow individuals, small businesses and enterprises to create, publish, promote and
monetize their content anywhere.

The flagship of our Digital Media business is our Creative Suite family of products. Consisting of thirteen individual
products and five suites that contain different configurations of these products, we focus on the needs of creative professional
customers, which include graphic designers, production artists, web designers and developers, user interface designers, writers,
videographers, motion graphic artists, prepress professionals, video game developers, mobile application developers, students and
administrators. They use and rely on our solutions for publishing, web design and development, video and animation production,
mobile app and gaming development and, document creation and collaboration. They work in businesses ranging from large
publishers, media companies and global enterprises, to smaller design agencies, small and medium-sized businesses, and individual
freelancers.

Our Creative Suite family of products is used by creative professionals to create much of the printed and on-line information
people see, read and interact with every day, including newspapers, magazines, websites, mobile apps, catalogs, advertisements,
brochures, product documentation, books, memos, reports and banners. Our tools are also used to create and enhance visually rich
content, including video, animation and mobile content, that is created by multimedia, film, television, audio and video producers
who work in advertising, web design, music, entertainment, corporate and marketing communications, product design, user
interface design, sales training, printing, architecture and fine arts. Knowledge workers, educators, hobbyists and high end
consumers also use our creative products to create and deliver content that is of creative professional quality.

We believe the innovation we deliver in the tools and solutions our customers use enables the future of digital media. Our
creative solutions are mission-critical to customers such as publishers, advertisers and media companies; they rely on Adobe tools
and technologies to create highly compelling content, deliver it across diverse media and devices, and then optimize it through
systematic targeting and measurement. For example:

»  Publishers around the world are striving to embrace the digital age to build distinctive brands, develop sustainable
business strategies, achieve greater profitability, and deliver optimized content to fragmented audiences on an expanding
array of smartphones, tablets, e-readers, and other devices. Their audiences seek compelling, media-rich experiences,
wherever they go, using their preferred devices.

»  Advertisers face an ever-shifting media landscape. Traditional media are giving way to the emergence of new digital
channels such as mobile devices and social networks. Customers have greater choice in where they go for their preferred
brands, making it harder to keep audiences engaged. Successful advertising increasingly requires compelling content
and greater focus on data and analytics than ever before in order to optimize advertising for improved targeting and

‘ higher returns.



»  Media companies also face a shifting landscape as traditional media delivery evolves into multiple channels for media
companies to deliver and monetize their content. As more premium video content and entertainment is delivered over
the internet to PC, smartphone and tablet screens, as well as internet-connected TVs, media companies are looking to
create new revenue streams through subscription services and ad-based revenue models to supplement their historical
forms of revenue.

The challenges facing customers such as these not only exist in how they create and deliver their content, but also in how
they manage, measure and optimize their content. Adobe's value proposition extends beyond our historical focus on content creation
to other critical aspects of our customers' workflow, with how we can integrate the capabilities of our analytics and web optimization
solutions, as well as our WEM solution. These are discussed later in the "Digital Marketing Opportunity" section.

Historically, we delivered new releases of our Creative Suite tools every eighteen to twenty months. With the release of
CS5.5 in the second quarter of fiscal 2011, we moved to an annual release cycle for our products. This change in product release
cadence enabled us to deliver more frequent innovation to our customers to address their challenges. It also enabled Adobe to
offer a new monthly subscription offering, with the expectation of more frequent updates to key applications our customers use.
The lower monthly fee, as opposed to the higher upfront perpetual license fee required to license our software, enables cost-
sensitive new users to acquire the product, as well as users of older versions of the product to migrate to the latest version at a
lower upfront cost. The subscription offering also enables users to have immediate access to software updates and new innovations
that we implement in our creative products in between annual release dates of the products.

Given our success in attracting new users to our initial subscription offering, combined with how cloud-based services are
increasing as a means to deliver more value to software users, we announced in October 2011 a major new offering to deploy and
license our creative tools moving forward. At our Adobe MAX user conference we introduced Creative Cloud, which is a
comprehensive offering of our Creative Suite desktop applications combined with creative services, new content creation touch-
based apps for use on tablets, and community features that together we believe will redefine the content creation process.

Creative services offerings anticipated to be included in our Creative Cloud offering include integrated publishing services
like Business Catalyst for hosting and running websites, and Digital Publishing Suite Single Edition for publishing and monetizing
digital content as apps on tablet devices. We also anticipate our creative services will include access to: TypeKit, for making
expressive type available anywhere on the web; Adobe Story Plus for cloud-based, collaborative scriptwriting and scheduling for
professional writers and preproduction professionals; and file storage in the cloud, to seamlessly access, synchronize and share
content between a member's Creative Cloud account and their PC and tablet devices. Some of these services will be included when
Creative Cloud is initially made available, and others are expected to be rolled out over time.

Our Creative Cloud offering, marketed as a subscription model with attractive monthly pricing, is expected to be available
in 2012 and we believe it will be a catalyst for revenue growth in the coming years. By increasing the value we provide to our
core creative customers with Creative Cloud services, we anticipate we can grow our revenue per customer over time as they begin
to use additional features available to them in the offering. We also believe the monthly pricing model will be attractive to users
of older versions of our products who desire to use our latest releases and services, but who have not been willing to upgrade to
newer versions due to their price sensitivity, and, therefore, will increase our revenue potential with them. Similarly, we anticipate
we can drive significant new user adoption for our creative tools business over the next several years in markets outside of our
core creative professional targeted market because of the attractive monthly subscription pricing combined with the strong brand
of our creative tools and the broad value proposition that our Creative Cloud offering will provide.

In addition to a monthly subscription price that will provide access to use of all of our latest creative tools and services, we
anticipate we will offer subscription pricing for Creative Cloud for some of our key point products, as well as for users in the
education market. We believe this too will drive new user acquisition and increase our revenue over time.

The impact of this business model shift based on the product offering and the subscription pricing will affect the revenue
flow to Adobe as customers make a shift from paying upfront for the use of our software to a model where they pay over time.
We expect this will increase the amount of our recurring revenue driven by Creative Cloud adoption over the next several years.

In addition to the shift in how we develop, market and license our creative tools to our customers, we have also implemented
several initiatives to drive additional revenue in our Digital Media business. They include delivering advanced publishing services,
enhancing the capabilities of our solutions to utilize new innovations in HTML3, and enhancing our video delivery and advertising
solutions.

As discussed earlier, Adobe Digital Publishing solution is an online, hosted publishing solution that enables magazine and
newspaper publishers to deliver engaging, branded reading experiences of their publications to an extensive array of mobile and
tablet devices. Our Digital Publishing solution utilizes flexible e-commerce models to sell single issues and subscriptions directly
to consumers through mobile marketplaces, and analytics capabilities based on our Adobe Digital Marketing Suite. Content is
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created and enhanced through integration with CS5.5 to enable a complete workflow for the creation and delivery of content to
mobile device users via our new Content Viewer technology.

As of the end of fiscal 2011, more than 1,200 published titles have been delivered to online app stores and newsstands,
reflecting the success and strong adoption of Digital Publishing solution by our publishing customers. The newly released Digital
Publishing Single Edition, which can be used by customers that want to publish their content as apps in app stores on an individual
and ad hoc basis, increases our market opportunity to target anyone wanting to deliver a publication via app stores. We also
anticipate Digital Publishing Single Edition will be an additional service offered as part of our Creative Cloud solution in fiscal
2012.

Our Business Catalyst product is another publishing service that has enjoyed strong growth over the past few years. The
solution enables small-and medium-sized businesses to create and deliver a website through our hosting services. To date, over
22,000 sites are hosted with our Business Catalyst offering. Like the Digital Publishing Single Edition, we anticipate Business
Catalyst will be useful to our Creative Cloud customers as part of the new offering.

Adobe has long been an innovator in helping drive the HTML standards process and then delivering the best tools in the
market to create websites based on HTML innovations that are enabled in browsers. As HTMLS adoption increases in the industry,
it becomes a significant catalyst for revenue growth in our solutions. To address this opportunity, we are innovating across the
spectrum of content creation, content delivery, and content display in browsers and mobile apps. Our innovation includes adding
new capabilities to the HTMLS5 specification, contributing technology to open standards such as jQuery (an HTML and JavaScript
library to assist with creating websites) and Webkit (the open source foundation for many popular web browsers), and adding new
features to products such as InDesign and Dreamweaver to utilize these. innovations occurring in web browsers. It also includes
the creation and delivery of brand new HTML5-based products such as Adobe Edge, a web motion and interaction design tool,
and Adobe Muse, which allows web designers to design and publish HTML websites without writing HTML code. Both of these
new tools are expected to be released as subscription-based services as part of our Creative Cloud offering in fiscal 2012.

At the end of fiscal 2011 we began delivering a series of content creation tools which run on tablets such as Android and
i0S-based devices. New Adobe touch apps include Photoshop Touch, Adobe Collage, Adobe Kuler, Adobe Proto and Adobe Debut.
These add to existing apps we already have in the market, including Photoshop Express, Adobe Ideas and Adobe Revel. Features
and capabilities of these tools are discussed later in the "Digital Media - Touch App Products" section. In addition to charging for
the use of these tools in app stores, we believe the availability of these tools as part of our Creative Cloud offering will be a key
benefit to users who subscribe to it. The Adobe touch apps integrate with Creative Cloud to enable customers to move between
the apps and Creative Suite software, and to view, access, share, and present creative work from anywhere. -

With our video solutions built around Adobe Premiere Pro, After Effects, and the Creative Suite Production Premium Suite
that contains them plus other capabilities, Adobe is a leader for video and special effects editing. With our Adobe Media Server
and Adobe Pass solutions, we enable video delivery capabilities to stream video over the internet in Flash video and other popular
formats to PC and non-PC devices. Providing content protection, and enabling advertising models with our new video ad serving
platform that we obtained in our acquisition of Auditude—combined with applying segmentation and targeting when integrated
with the Digital Marketing Suite—provides Adobe with a unique end-to-end value proposition to help media companies move
their video assets online and monetize them.

In addition, our media products and services enable broadcasters, event organizers and marketers to reach the broadest
possible audience with live video delivery as well. We believe we can drive revenue growth in this market through the adoption
of our tools, the use of our media servers, and the shift of ad dollars to online advertising as part of video delivery in fiscal 2012.

While we increase our investments in our solutions utilizing HTMLS5, we also continue to innovate in our Adobe Flash
technologies. The broad reach and rapid adoption of the newest versions of our Flash technologies on personal computers allows
us to rapidly innovate with our software which utilize these technologies—enabling our customers to deliver new and more
engaging experiences to their constituents with the widest range of media that leverages the latest advancements in operating
systems, platforms, devices and rich media technologies. Going forward, we are most focused on enhancing the gaming and
premium video delivery aspects of our Flash technology-based solutions for PC use.

We also continue to invest in our cross-platform client technology named Adobe AIR. The AIR runtime enables developers
to deploy standalone applications and games built with ActionScript, Flex, Flash Professional, and Flash Builder across platforms
and devices—including Android, BlackBerry, iOS devices, PCs, and televisions.

Supplementing our AIR strategy is our PhoneGap Build offering. Based on the open source PhoneGap framework, PhoneGap
Build enables users to build cross-platform mobile applications using HTMLS and JavaScript that run on popular mobile operating
systems such as Android, iOS and BlackBerry.
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As millions of web developers and website designers look to build mobile apps to increase their engagement with their
constituents, we believe our AIR and PhoneGap solutions enable them to build cross-platform apps as well as reuse existing
browser-based content they've created to deliver standalone apps on popular smartphones and tablets.

Document Services Market Opportunities and Strategies

As part of our Digital Media focus, we address the needs of the knowledge worker customer whom we define as someone
working in document intensive industries, focused on creating and disseminating high-value information as part of their job on a
regular basis. Knowledge workers include a wide variety of job functions such as accountants, attorneys, architects, educators,
engineers, graphic designers, insurance underwriters and stock analysts. These jobs typically require the sharing of information
either as a static, published document or as a collaborative, interactive document.

Knowledge workers must create information and content from a variety of sources and software applications, and be able
1o exchange this information within a reliable format that ensures coworkers and constituents can reliably and securely access the
information. When appropriate, this information often needs to be protected, authenticated, or securely managed and controlled.

Document-based collaboration among knowledge workers can occur through face-to-face meetings, via phone calls, through
e-mail or through web conferencing technologies. Knowledge workers who participate in collaborations with their colleagues may
be located in offices next door to each other, or in different parts of the world. These team members may change with every project
and either be part of an organization's employee base, or be an external consultant or third-party partner.

We believe there is a significant opportunity to provide solutions which enable knowledge workers to communicate and
collaborate across technical, geographical and social boundaries, both inside and outside of their companies. We believe that with
such solutions, users can collaborate and efficiently manage feedback from their colleagues in both real time and on-demand, and
control how, when and by whom information is accessed.

Since the early 1990s, our Acrobat family of products has provided for the reliable creation and exchange of electronic
documents, regardless of platform or application source type. Users can collaborate on documents with electronic comments and
tailor the security of a file in order to distribute reliable Adobe PDF documents that can be viewed, printed or interacted with
utilizing the free Adobe Reader. Available in different versions which target a variety of user needs, Acrobat provides essential
electronic document capabilities and services to help knowledge workers accomplish a wide range of ad hoc tasks involving digital
documents ranging from simple publications to forms to mission critical engineering and architectural plans. Although Acrobat
has achieved strong market adoption in document-intensive industries such as government, financial services, pharmaceutical,
legal, aerospace, insurance and technical publishing, we believe there are tens of millions of users who need capabilities such as
those provided by Acrobat who have not yet licensed an Acrobat solution.

For several years, we have offered our Acrobat.com hosted service to provide knowledge workers with centralized online
file sharing and storage capabilities, as well as simple PDF creation, converting PDF to other file formats, and personal web
conferencing services with Adobe ConnectNow. In addition to complementing our Acrobat desktop solutions, Acrobat.com has
served as an introductory service for knowledge workers who wish to utilize PDF-creation capabilities and the Adobe Reader, but
have not yet licensed an Acrobat desktop solution.

In fiscal 2012, we plan to continue to market the benefits of our knowledge worker solutions to small-and medium-sized
businesses, large enterprises and government institutions around the world. With our Acrobat family of products, we intend to
continue to increase our seat penetration in these markets through the utilization of our corporate and volume licensing programs.
We also intend to increase our focus on marketing and licensing Acrobat in targeted vertical markets such as education, financial
services, telecommunications and government, as well as expanding into emerging markets.

In the coming year, we also intend to build on our experience with Acrobat.com to provide additional cloud-based document
services which augment our Acrobat strategy. Our Adobe SendNow feature is one aspect of our strategy, allowing users to deliver
large electronic files over the web with security and fidelity.

Another aspect of our document services strategy is targeting the market of electronic signatures used to sign contracts. In
fiscal 2011 we acquired EchoSign, a provider of on-demand, web-based, electronic signature solutions. Utilizing a simplistic
model that doesn't require scanning software, signature pads or digital certificates, EchoSign is used to sign nearly one million
contracts per month. We intend to integrate EchoSign's solution into our offerings, and it will be a cornerstone for how we grow
our document services, cloud-based revenue in fiscal 2012. In addition, by making the cloud-based EchoSign capabilities available
to millions of Adobe Reader users, we believe we can substantially grow the awareness of our solution in the broader contract
delivery and signing market particularly where paper and overnight express mailing continues to be used.
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Digital Marketing Segment
Digital Marketing Opportunity

Consumers today can interact with businesses across multiple channels and devices, and it is up to businesses to figure out
how to best attract, engage, acquire and retain customers in a world where the reach and quality of experiences directly impact
success. Marketing executives need to know that their investment is optimizing consumers' experiences and delivering the greatest
return on their marketing spend. Online marketing goals must map clearly to overarching business objectives, and marketing
executives are expected to demonstrate the success of their programs using solid metrics. In this environment, gleaning insight in
real time across channels is essential.

We believe there is a significant opportunity to address these challenges and help customers transform their businesses.
This market opportunity is accelerating as Chief Marketing Officers (“CMOs”) and marketers are being given spending budgets
to utilize new tools and solutions that enable them to migrate their marketing to be more digital-based.

To enable this transformation, CMOs and marketers require new content architectures, new analytic systems, new media
buying systems and optimization systems to increase the effectiveness of their engagement with customers. Driving visitor traffic
to websites (broadly defined as a customer's digital presence, including its traditional site, mobile site, pages and apps on social
networks, and all other content that is distributed throughout the internet) was an early goal of digital marketing spend, but this
has broadened to include the need to measure and understand customer web traffic patterns and the effectiveness of their visitor
acquisition efforts. Web analytics solutions have provided insight for digital marketers and web analysts that helps them optimize
their online ad spending. Moving forward, the goals of digital marketers have evolved to include how websites and marketing
campaigns can convert visitors to customers, and how these websites and marketing campaigns can be more personalized to drive
better engagement and higher revenue.

Our Digital Marketing Business Unit targets this large and growing opportunity by providing a comprehensive solution
that includes web analytics, online business optimization and web experience management products, solutions and services. We
deliver these capabilities through our Digital Marketing Suite, which is our umbrella offering and includes our Day CQ5 WEM
offerings as well as the offerings gained through our acquisition of Efficient Frontier, a leader in optimizing multi-channel and
auction-based digital advertising across search, display and social media. Customers use these products and services to manage
and optimize online, offline, digital and multi-channel business initiatives.

The Adobe Digital Marketing Suite is a collection of web analytics marketing campaign management and website
optimization products that provide insight into the performance of online marketing initiatives, empowering organizations to make
informed decisions, and ensure the success of online marketing programs for both advertisers and publishers. Our offering:

» Enables digital marketers to align online marketing initiatives with overarching business objectives and demonstrate
the success of online marketing programs using metrics

*  Manages, collects, and brings data together from multiple systems into a flexible, integrated platform

*  Provides real-time business intelligence through segmentation, dashboards and reports that managers can use to gain
a complete picture of how consumers are interacting with the business

»  Creates the ability to monetize and share data through audience optimization capabilities; publishers can quickly identify
audiences that match the profiles that advertisers are demanding—and maximize the value of their digital assets

*  Optimizes ad spend by maximizing the impact of a company's advertising spend across and within channels—including
search, display, video, mobile, social media and other digitally connected forms of media—to yield the greatest returns

»  Delivers relevant and engaging digital content across channels that boosts key performance metrics, whether it is a
customer purchase, engagement, a download, form completion, or other desired outcome.

As part of our Digital Marketing Suite, our Day WEM solution enables us to help organizations re-platform their websites
by enabling them to create, manage, distribute, and monetize content while optimizing the web, mobile, and social collaboration
experience for their customers. Combining our Digital Marketing Suite and Day offerings into a more robust offering enables our
customers to effectively manage all aspects of how they engage their customers and constituents through their websites. More
specifically, we believe we can enable the delivery of customer-facing web and mobile solutions by extending enterprise services
beyond interactive applications, documents, and workflows to include comprehensive WEM such as personalization of content,
rich media delivery capabilities, mobile application delivery, social collaboration and deep integration into back-office systems
such as e-commerce platforms.
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Users of our digital marketing solutions include marketing professionals such as the chief marketing officer, marketing
managers, online marketing managers, search engine marketers, media managers, media buyers and marketing research analysts.
Customers also include web content editors, web analysts and web marketing managers. These customers often are involved in
workflows that utilize other Adobe products, such as our digital media tools and our video workflow and delivery technologies.

These users are faced with several major market trends, and their choices for how they address these challenges are creating
opportunities for our digital marketing business:

Broad commercial utilization of the internet—The internet has fundamentally altered the way businesses and consumers
purchase and consume goods and services. It has also redefined many business processes and has created opportunities
for new online businesses, as well as for existing offline businesses seeking to capitalize on online initiatives. Because
of this, businesses are investing in innovative online initiatives to increase sales, improve customer service, enhance
brand awareness, decrease time-to-market for their offerings, reduce fulfillment costs and increase operational
efficiency. We expect that the scope and scale of commercial internet usage will continue to increase. The roll-out of
broadband networks and mobile networks, particularly in emerging geographic markets, will contribute to the growth
of internet usage. Internet commerce should also continue to grow. Proliferation of online marketing and customer
response channels—such as mobile, digital video, and social networks—will continue to generate interactions that
need to be measured, analyzed and optimized across channels.

Need to measure online business-—In order to make informed decisions about priorities and investments in online
marketing and other commercial initiatives, we believe businesses require timely and accurate measurement of customer
behavior. The proliferation of internet usage and the fact that nearly every user interaction on a website (or other digital
medium such as mobile phone applications, set-top boxes, kiosks, point of sale systems or any IP connected device)
can be captured by the owner of the website, or other digital medium, have resulted in the creation of an unprecedented
amount of data about how a business' customers interact and transact business with it. Businesses are increasingly
realizing the benefit of using information gained from online and other digital customer interactions to improve
functional areas, such as sales, customer service, product development, marketing, pricing, manufacturing and inventory
management. The interactive and measurable nature of internet activity also enables businesses to determine how
customers arrived at their online destinations, such as through paid search, a display ad or a social media website. It
also enables businesses to determine which advertising mediums are yielding the greatest ROI, including whether
visitors convert to customers once they have reached their destination site.

Opportunity to optimize and automate online business—Measuring online activity and automating the capture and
analysis of data are important for making informed business decisions. Businesses also need to leverage data to optimize
the results of their online business activities. For example, businesses have historically measured the success of their
online marketing programs by simple click-through rates or conversion rates, the latter being the percentage of click-
through users who make a purchase or otherwise engage in the desired customer action during the online session.
However, the effectiveness of online marketing can be optimized by analyzing and acting on deeper information, such
as repeat visits, transactions generated, registrations, traffic pathways (various paths of online visitor traffic flow), time
spent and quality of interaction (engagement), eventual conversion (desired customer action taken in subsequent visits)
or success over time (lifetime value of customer) as well as comparing the relative effectiveness of different marketing
channels (attribution). Business success metrics can also vary based on the industry or vertical market—for example,
media companies drive engagement to optimize subscriptions and online advertising revenue, whereas retailers and e-
commerce companies focus on promotions and maximizing online purchases. Online businesses utilize a large and
growing number of complex and diverse advertising and communication channels to market to customers, including
display advertising, paid and natural search advertising, e-mail, social media marketing, affiliate marketing, blogs,
podcasts, video, games, RIAs and comparison shopping engines, as well as traditional offline initiatives. The emergence
of multi-channel marketing initiatives, which combine traditional offline marketing initiatives such as television, print,
magazine, newspapers, radio and catalog with online marketing initiatives, makes the measurement and analysis of
online activity more challenging, but presents additional opportunities to optimize results. For example, businesses
want to measure and understand the impact of their advertising initiatives across all these channels, not only to determine
how much credit should be given to a particular channel and to understand cross-promotional effectiveness, but more
importantly to optimize their advertising spending and make adjustments in the way channels are utilized and align
the amount of resources that are allocated to each of them.

Given the market trends described above, we believe the combination of our Digital Media tools, our Digital Marketing
solutions, including our Day WEM offering and the offerings gained through our acquisition of Efficient Frontier, helps customers
to more efficiently and effectively create, measure, analyze and optimize those experiences—creating a complete feedback loop.
With this broad platform, Adobe has the opportunity to deliver an end-to-end workflow that will allow customers to create, deliver,
monetize, and optimize the impact and business results of their content and assets.
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Digital Marketing Strategy
In the coming year, our plan is to build upon the momentum we achieved in fiscal 2011 by focusing on four key initiatives:
*  Analytics & Reporting—Enhancing our web analytics and reporting offering
*  Personalized Engagement—Driving improved capabilities for personalized engagement

¢ Multi-Channel Campaign Management—Enabling our customers to implement solutions for multi-channel campaign
management

*  Media Monetization—Creating a more robust offering for customers to monetize their media.

In analytics and reporting, we will focus on helping our customers understand the performance of their business across all
digital channels and support their needs for integrating offline channels (through offerings like Adobe Insight). Customers desire
to know what the performance is across their efforts in video, social, mobile and email campaigns, and look at that holistically.
To do this, they require an analytics platform that can assemble data across all those channels to gain better insight and drive
informed decision making.

Personalized engagement is a priority for digital marketers; once they obtain visitors to their websites, they desire to create
the best possible experience for their visitors. With analytics data and web optimization solutions, they can also personalize that
experience to make it dynamic and relevant to each visitor. Our digital marketing and WEM offering can help its users author,
manage and deliver personalized experiences based on many criteria, including analytics data related to a visitor's prior visits to
a site, or based on their purchasing history, or what keyword they clicked on in a web search that brought them to a site or in many
cases, to a distributed part of its site such as a social network page or app for that customer. The Context Optional functionality
acquired through our acquisition of Efficient Frontier enables customers to build and deliver engaging experiences on social
networks. With geo-location services on smartphones and tablets, insight can be gained on the geographic location of a visitor,
leading to personalized content and marketing offers for that particular geographic market. Delivering content pertinent to PCs
versus mobile devices is also a factor. With improved integration in our analytics, visitor conversion tools and Day WEM offering,
we can offer a complete solution for personalized engagement.

As more marketing spend moves towards digital delivery, marketers have to spend and optimize their ad budgets across
many digital channels including search, display, video, mobile and social. These channels are rapidly evolving and innovative
technology is required for marketers to keep up, particularly because we do not see these channels operating in silos, rather they
operate as a portfolio of activities that must be managed and optimized as such. They need to understand what is working, and
what is not working. For example, a particular creative asset may drive more conversion on a particular social site, but not on its
PC-based site, or visitors to a mobile site may be more enticed to purchase based on a particular offer versus another. Across all
these channels, customers face the challenge of selecting which campaigns and digital assets to deploy. And they wish to do this
real-time. We believe this presents a large and untapped opportunity for Adobe to help digital marketing customers manage this
complexity and achieve results.

In the area of media monetization, a customer such as a Chief Revenue Officer regularly asks the question, “How do I sell
my available advertising inventory for higher rates, across all the digital channels available to me?”” We believe, through our Digital
Marketing Suite offering combined with our new data management capabilities, we can help customers such as publishers gather
data and adjust their advertising sales models to optimize their revenue. Key aspects of our strategy in media monetization are to
help our customers segment and target specific audiences, perform audience research, and manage the data associated with their
targeted audiences. With our acquisition of Auditude, we also believe we will be able to further help our customers monetize their
media by applying these segmentation and targeting capabilities to increase the revenue they obtain through ad delivery in online
video.

As part of these initiatives, we believe we can accelerate the growth of our digital marketing business by expanding our
go-to-market strategy to include new geographies and vertical markets where Adobe has a strong presence. We also believe we
can grow the business by expanding what we offer and better integrating the services in our Digital Marketing Suite, including
improving integration with our digital media tools and our Day experience management products, and by delivering “one click”
optimization capabilities for vertical market solutions such as our Digital Publishing solution and our video delivery and
monetization platform.

Digital Enterprise Solutions Strategy

Our Adobe LiveCycle and Adobe Connect products help customers automate paper intensive processes, improve
collaboration, provide better customer service and reduce costs. We believe our offerings can transform customer experiences in
these markets.
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With our LiveCycle offerings, we enable our customers to eliminate paper and move to automated forms-based workflows,
which continue to be key challenges in enterprises and governments around the world. Paper remains prevalent throughout industries
and governments, and many organizations are seeking to drive down operational costs related to paper use and workflows involving
paper-based documents. During the past decade, there has been considerable progress made towards moving away from paper-
based workflows. However, we believe there still remains a significant opportunity to deliver solutions that focus on this opportunity.

Adobe Connect provides capabilities for live web conferencing, as well as delivering on-demand rich presentations through
an on-premise server or as a hosted service and for recording and delivering such content later. Web conferencing services are
provided via the ubiquitous Adobe Flash Player client on PCs, as well as through smartphone and tablet device applications running
natively on operating systems such as Apple iOS and Android.

In the fall of 2011, we announced we would align our enterprise go-to-market efforts around our digital marketing solutions.
As part of this decision, we indicated our LiveCycle and Connect offerings will be focused primarily on two key vertical industries:
financial services and government. For these customers, we offer comprehensive, scalable, secure and reliable server products,
Saa$ offerings and tools to develop applications tailored to their specific information and business process requirements.

Print and Publishing Segment

Our Print and Publishing business segment contains several of our products and services that address diverse market
opportunities including eLearning solutions, technical document publishing, web application development and high-end printing.
These opportunities and the key products we offer to address them in fiscal 2012 are reviewed below.

Increasingly, eLearning solutions are becoming more prevalent as a means to create and deliver online and electronic
learning experiences. These experiences range from online assessments, surveys and quizzes—to online reference and instruction
manuals—to real time learning and web-based collaboration experiences. We believe we have a rich legacy in the development
and delivery of eLearning tools, and can innovate by providing new features and platform reach for eLearning content delivery
with our set of offerings.

Our ColdFusion offering provides fast and easy ways to build and deploy powerful internet applications. Developers can
extend or integrate ColdFusion with Java or .NET applications, connect to enterprise data and applications, create and interact via
web services, or interface with SMS on mobile devices or instant messaging clients. ColdFusion can also be used for business
reporting, rich-forms generation, printable document generation, full-text search and graphing and charting-enabling customers
to more fully engage their constituents with better web experiences.

Graphics professionals and professional publishers require quality, reliability and efficiency in production printing, and we
believe our printing technology provides advanced functionality to meet the sophisticated requirements of this marketplace. As
high-end printing systems evolve and transition to fully digital, composite workflows, we believe we are uniquely positioned to
be a supplier of software and technology based on the Adobe PostScript and Adobe PDF standards for use by this industry. We
generate revenue by licensing our technology to OEMs that manufacture workflow software, printers and other output devices.
In fiscal 2012, we plan to continue to enhance PostScript as well as utilize PDF enhancements to maintain these formats as standards
in publishing and printing work flows.

Fiscal 2012 Business Segment Products
Digital Media —Creative Products

Adobe After Effects—software used to create sophisticated animation, motion graphics and visual effects found in television
broadcast, film, DVD authoring and the web; provides 2D and 3D compositing, animation and visual effects tools, as well as
advanced features such as motion tracking and stabilization, advanced keying and warping tools, and more than 250 additional
visual and additional audio effects.

Adobe Audition—a professional audio editing environment designed for demanding audio and video professionals; provides
advanced audio mixing, editing and effects processing capabilities.

Adobe Creative Cloud—a new, comprehensive offering of creative services, Creative Suite desktop applications, Adobe
Touch Apps, and community features that together are expected to be offered in fiscal 2012 on a subscription basis.

Adobe Creative Suite Design Premium-—an integrated software solution that creative professionals can use as a platform
for print, web and mobile content publishing; combines Acrobat Pro, Dreamweaver, Flash Catalyst, Flash Professional, Illustrator,
[nDesign and Photoshop Extended technologies with a file management and control center called Adobe Bridge, a tool used to
produce innovative and compelling content for a broad range of mobile phones and consumer electronics devices called Adobe
Device Central, and Adobe Connect software that enables users to instantly communicate and collaborate through easy-to-use,
easy-to-access online personal meeting rooms.
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Adobe Creative Suite Design Standard—an integrated software solution that creative professionals can utilize for
professional design and print production, page layout, image editing, illustration and Adobe PDF workflows; combines Acrobat
Pro, Illustrator, InDesign and Photoshop technologies, Adobe Bridge, Adobe Device Central and Adobe Connect software.

Adobe Creative Suite Master Collection—an integrated software solution which provides all the tools creative professionals
require to create content for every design discipline in one offering; provides capabilities for professional page layout, image
editing, vector illustration, print production, website design/development, rich interactive content creation, visual effects and
motion graphics, video capture/editing/production, DVD titling and digital audio production; includes Acrobat Pro, After Effects
Professional, Adobe Contribute, Dreamweaver, Adobe Encore, Adobe Fireworks, Flash Builder, Flash Catalyst, Flash Professional,
lustrator, InDesign, Photoshop Extended, Adobe Premiere Pro and Adobe Soundbooth technologies, Adobe Bridge, Adobe Device
Central, Adobe Connect and Adobe Dynamic Link which enables intermediate rendering for a smoother workflow between video
production tools. '

Adobe Creative Suite Production Premium—an integrated software solution that provides creative professionals a complete
post-production solution consisting of video, audio and design tools that can be utilized to create and deliver content to film, video,
DVD, Blu-ray Disc, television broadcast, the web and mobile devices; combines Adobe Premiere Pro, After Effects, Photoshop
Extended, Flash Professional, Flash Catalyst, Illustrator, Encore, Adobe OnLocation, Soundbooth and Adobe Story technologies,
and the following additional components: Adobe Bridge, Adobe Device Central and Adobe Dynamic Link.

Adobe Creative Suite Web Premium—an integrated software solution that provides creative professionals a complete
solution for creating interactive websites, applications, user interfaces, presentations, mobile device content and other digital
experiences; allows users to prototype web projects, design website assets, build web experiences and efficiently maintain and
update web content; combines Acrobat Pro, Contribute, Dreamweaver, Fireworks, Flash Builder Standard, Flash Catalyst, Flash
Professional, lllustrator and Photoshop Extended technologies, Adobe Bridge, Adobe Device Central, Adobe Connect software
and Adobe Dynamic Link.

CS Live Services—online services which augment the desktop capabilities of our Creative Suite family of products; includes
Adobe CS Review for design feedback, Adobe BrowserLab to accurately test website content across browser types, Adobe Story
for script development, SiteCatalyst NetAverages for internet trends data, and Acrobat.com to allow users to enhance their
communication with clients and colleagues around the world.

Adobe Digital Publishing solution—an integrated, online, hosted publishing solution that enables magazine and newspaper
publishers, as well as individuals, to deliver engaging, branded reading experiences of their publications to an extensive array of
mobile and tablet devices; combines hosted services, flexible e-commerce models to sell single issues and subscriptions directly
to consumers through mobile marketplaces, and analytics capabilities based on our Digital Marketing Suite; content is created
and enhanced through integration with CS5.5 to enable a complete workflow for the creation and delivery of content to mobile
device users via our new Content Viewer technology. '

Adobe Dreamweaver—a professional software development application used by designers and developers to create a broad
range of web solutions for publishing online commerce, customer service and online educational content; includes capabilities
for visually designing HTMLS5 pages, coding HTMLS5 and application logic and working with application server technologies.

Adobe Edge—new web motion and interaction design tool that allows designers to bring animated content to websites,
using web standards like HTMLS5, JavaScript, and CSS3.

Adobe Encore—professional DVD authoring and creation software; provides a comprehensive set of design tools and
integration with other Adobe software to create a streamlined DVD creation workflow; provides ability to output projects to
recordable DVD formats including Blu-ray, ensuring a wide degree of playback compatibility.

Adobe Fireworks—a professional graphics design tool that allows users to rapidly prototype and design websites and web
application interfaces while giving professional designers and developers tools for creating images that can be deployed to web
browsers, Adobe Flash Player and Adobe AIR; integrates with Dreamweaver, Flash and Photoshop, and supports AIR application
development.

Adobe Flash Professional—provides an advanced development environment for creating internet applications which
integrate animations, motion graphics, sound, text and additional video functionality; solutions built with Flash Professional are
deployed via the web to browsers that run Adobe Flash Player, and to devices as installable applications using Adobe AIR.

Adobe Illustrator—a vector-based illustration design tool used to create compelling graphic artwork for print publications,
websites and video production.
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Adobe InCopy—an editorial tool for collaboration between writers, editors and copy-fitters; InCopy is a companion to
InDesign.

Adobe InDesign—a page layout application for publishing professionals; based on an open, object-oriented architecture
that enables Adobe and its industry partners to deliver powerful publishing solutions for magazine, newspaper and other publishing
applications.

Adobe InDesign Server—technology for third-party systems integrators and developers to use for building design-driven,
server-based publishing solutions; brings the innovative design and typography features of InDesign software to the server platform
and enables Adobe partners to provide new levels of automation and efficiency in high-end editorial workflows, collateral creation,
variable data publishing and web-based design solutions.

Adobe Muse—new offering in beta release which allows web designers to design and publish HTMLS5 websites without
writing HTML code. '

Adobe Photoshop—provides photo design, enhancement and editing capabilities for print, the web and multimedia; used
by graphic designers, professional photographers, web designers, professional publishers and video professionals, as well as
amateur photographers and digital imaging hobbyists.

Adobe Photoshop Express—an online hosted service that provides customers with the ability to view, enhance and share
their photos. It also provides photo backup services and was initially launched as Photoshop.com.

Adobe Photoshop Express Mobile—offers the ability to edit and share photos virtually anywhere from smartphones and
tablet devices; runs on Apple iOS and Android OS operating systems.

Adobe Photoshop Elements—offers powerful yet easy-to-use photo editing functionality plus intuitive organizing, printing
and sharing capabilities for amateur photographers and hobbyists who want to create professional-quality images for print and the
web. ' ’

Adobe Photoshop Extended—provides the capabilities of Photoshop, plus additional tools for editing 3D and motion-based
content and performing image analysis; targeted for: film, video and multimedia professionals; graphic and web designers using
3D and motion; manufacturing professionals; medical professionals; architects and engineers; and scientific researchers.

Adobe Photoshop Lightroom—software designed for professional photographers and photo hobbyists, it addresses their
unique photography workflow needs by providing more efficient and powerful ways to import, select, deyelop and showcase large
volumes of digital images.

Adobe Premiere Elements—a powerful yet easy-to-use video-editing software for home video editing; provides tools for
hobbyists to quickly edit and enhance video footage with fun effects and transitions and create custom DVDs for sharing video
with friends and family.

Adobe Premiere Express—hosted software service based on Adobe Premiere technology that provides video editing and
video remix capabilities; licensed by customers such as those running media portals to provide consumers with embedded access
to industry leading Adobe video editing and enhancement technologies.

Adobe Premiere Pro—professional digital video editing software used to create broadcast quality content for video, film,
DVD, multimedia and streaming over the web; includes Adobe Encore for professional DVD authoring and creation.

Adobe Soundbooth—an application that p