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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

STATION PLACE 
100 F STREET, NE 

WASHINGTON, DC 20549-2465 

Office of FOIA Services 
June 26, 2018 

Ms. Maiya Moncino
Council on Foreign Relations
58 East 68th Street 
New York, NY 10065 

RE: Freedom of Information Act (FOIA), 5 U.S.C. § 552
Request No. 18-02062-FOIA 

Dear Ms. Moncino: 

This letter is in response to your request, dated and
received in this office on May 25, 2018, for the S-1 IPO 
prospectus, dated December 12, 1980 for Apple Computer, Inc. 

The search for responsive records has resulted in the
retrieval of 73 pages of records that may be responsive to your 
request. They are being provided to you with this letter.  

You also requested a fee waiver. However, since there are
no billable fees for the processing of this request, your 
request for a fee waiver is moot. 

If you have any questions, please contact me at 
hallr@sec.gov or (202) 551-8353. You may also contact me at 
foiapa@sec.gov or (202) 551-7900. You also have the right to 
seek assistance from Jeffery Ovall as a FOIA Public Liaison or 
contact the Office of Government Information Services (OGIS) for 
dispute resolution services. OGIS can be reached at 1-877-684-
6448 or Archives.gov or via e-mail at ogis@nara.gov. 

Sincerely, 

Ronnye L. Hall
FOIA Research Specialist 

Enclosure 
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Prospectus Summary; The 
Company; Business 

Business-Property 

The Company; Business; 
Certain Transactions 

Business-Litigation 

Description of S,,curities 

Inapplicable 

Inapplicable 

~fanagement 

Management-Remuneratirm; 
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PRELIMINARY PROSPECTUS DATED DECEMBER 31, 1980 

t
&applcz computczr inc. 

1978 STOCK OPTION PLAN 

1980 STOCK OF'fION PLAN 

1981 STOCK OPTION PLAN 

EMPLOYEE STOCK PURCHASE PLAN 

Thi~ Prospectus refers to 9,208,568 shares of Common Stock, no par value, of Apple Computer, 
Inc. ( the "Company"), of which 8,208,568 share,; 2re offered for sale to those employees who hold 
options to purchase shares of Common Stock granted or to be granted by the Board of Directors of 
the Company under the Company's 1978 Stock Option Plan, 1980 Stock Option Plan and 1981 Stock 
Option Plan ( L-'Ollectively, the "Optior: Plans"), and 1.000.000 shares are offered to those employees 
of the Company who participate in the Company's Employe:(• Stock Purchase Pl2n ( the "Purchase 
Plan"). The terms and conditions, including the prices of the shares of Common Stock, are governed 
by the provisions of the respective plans and the agreements thereunder between the Company 
and the participating employees. 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION NOR HAS TIIE CO:, .,P.SSION 

PASSED UPON TIIE ACCURACY O"rl ADEQUACY OF nns PROSPECTUS. 
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

The date of this Prospectus is January , 1981 
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This Prospectus contains information concerning Appl.e Computer, inc., its 1978 Stock Option 
Plan, 1980 Stock Option Plan, 1981 Stock Option Plan and its Employee Stock Purchase Plan, hut 
does not contain all the information set forth in the Registration Statement which the Company 
has filed with the Securities and Exchange Commission under the Securities Act of 1933. The Reg­
istration Statement. including various exhibits, may be inspected at the Commission's office in 
Washington, D.C. 
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No person is authorized in connection with any offering made hereby to give any informa­
tion or to make any reµresentation 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. This Prospectus is not an offer to sell, or a solicitation of an 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 contained herein is correct as of any time subsequent 
to the date hereof. 
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PROSPECTUS SUMMARY 

1'he follmcing information is quali1ied in its entirety by the more detailed information and 
financial statements appearing elsewhere it, this Prospectus. 

THE COMPANY 

Apple Computer, Inc. designs, develops, produces, ~arkets and services microprocessor­
based persona! computer systems for individual use in solving computmg problems commonly 
encountered in business. education, science., engineering and in the home. Products manufactured 
and distributed by App' are sold in the United States and Caa:a.da through approximately 800 
independent retail computer stores, and internationaUy through 21 indc>pendent distributors 
which resell to approximately 1,000 retail dealers. Apple's products are primarily serviced in the 
United Slates and Canada by approximately 700 of the r<'tail stores and in other countri~s by 
independ<.'nt retail dealers. 

THE OFrERING 

This offering relates to 9,208,568 shares of the Company·s Common Stock. of which 8.208,568 
sl,ares are offered for sale to those employees who hold optiom to purchase shares of Common 
Stock granted or to be granted by the Board of Directors of the Company under the Company's 
stock option plans and 1,000,000 shares are offered to those employees of the Company who 
particip.1te in the Company's Employee Stock Purchase Plan. 

SELECTED CONSOLIDATED FINANCIAL INFORMATION 
January 3, 

1977 
( inceplio."l) to 
September 30, 

1977 
September 30, 

1978 

Fiscal Year Ended 

Septiombcr 30, 
1979 

September 26, 
1980 

lncome Statement Data: 
Revenues $773,977 $7,883,486 $47,938,981 $117 ~m,543 

:'\et mcome S 41,575 S 793,497 $ 5,072,812 $ L 7,983 

Ear,1ings pl:'r common and com­
mon equivalent share (1 ) 

Less than 
$.01 $.03 $.12 $.24 

Shares used to calculate per share 
data( 1) 16.640,000 31,544,000 -t.3.620,000 48.412,000 

September 26, 
1980 

Balance Sheet Data: 
Current ;issets $54,106,215 

Current liaLilities 37,780,128 

Total assets 65,350,341 

Non-current obligations under capital leases 670,673 

Shareholders' equity 25,948,540 

( 1) The numher of shares an<l 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. 

The dat,t in the above tables does not give effect to the sale of 4,400,000 shares by the 
Cm.1pany t,> certair, underwriters at $20.70 per share pursuant to the Prospectus dated December 
12. 19S0 or to the issuance of shares registered hereunder. 
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THE COMPANY 

Apple Computer, Inc. designs, develops. produces, markets and service~ microprocessor-based 
personal computer systems for individual use in solving computing problems commonly encountered 
in business, educatk,n, science, engineering and in the home. 

The Company's principal product is the Apple II personal computer system. Apple ~! syst:';-ns in 
typical configurations may be sold for suggested retail prices as low as $1,850 and up to $5,000 .-ir 
more with the addition of memorv and peripherals necessary to perform more complex computing 
tasks. As of October 31, 1980, Apple had sold ;,pproximately 131,000 Apple II computer maiuframes. 
In May 1980 the Company announced the intronuction of the Apple III, and commenced limited 
shipments to retail customers in late November 1980. See "Business-Products". The Apple III is 
;ntended for more sophisticated professional and business ap,)lications than the Apple II. Suggested 
retail pricing for Apple III systems ranges from $4,300 to up to Si,800. 

In addition to the system al!d applications software developed by the Company, approximately 100 
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, including 
vide(l monitors, disk drives and printers. In ;iddition, Apple computer~ -:-an utilize many peripherals 
mauufactur .!d and marketed by othe1· compan •s. 

The Company's computer systems are distributed in the United States and in Canada by 
approximately 800 ;nJependent retail computer stores and internationally through 21 independent 
distributors which resell tc approximately 1.000 retail outlets. Approximately 700 of the retail outlets 
located in the Unit<'d Stak,: and Canada an• also authorized to act as service centers for Apple 
products. 

Apple was incorporated in California on January 3, 19ii. 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 35i3. Unless the 
context otherwise indicates, the terms "Apple" end "Company» as used herein refer to Apple Com­
puter, Inc. and its subsidiaries. 

USE OF PROCEEDS 

Tlw principal p•.1rposes of th'.' Option Plans aml th<' Purchase Plan are to attract the best 
a\·ailable personnel, proYide an incentive to kt'y t-mployees. and allow the purchase of the Com­
pany's Common Stock hy employees. The net proceeds from the sale of the shares of Common 
Stock offered by the Company under the plans will be used primarily to finance accounts receirnble 
and im·entory and for other ge1wral corporate purposes, inciuding capital expendi~ures. In addition, 
a portion of the proceeds may be inYested in short-term money market obligations. 

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

The following table sets forth the capitalization of the Company at September 26, 1980: 

Outstanding 

Short-term debt: 
Notes payable to bank( 1) $ 7,8.50,000 
11% note due Feb,uary 15, 1981(2) 1,250,000 
Current oblig:1tions under capital leases 253,870 

Total short-term debt . $ 9,353,870 

Non-current obligations under capital leases $ 670,673 
Shareholders' equity: 

Preferred stock, 5,000.000 shares authorized, none outstanding 
Common stock, 160,000,000 shares authorized, 48/.;96,828 .;ha.res 

outstanding ( 3) 11,428,438 
Common stock to be issued in business combination( 4) 920,210 
Retained earnings ( 1 ) 17,005,867 
Less: Notes receivable from shareholders(5) ( 4,00.5,975) 

Total shareholders' equity ZS,948,540 
Total capitalization $26,619,213 

(1) The notes are secured by a pledge of the Compl!Ily's receival)es and inventory. See Note 5 of 
Notes to Consolidated Financial Statement". 

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

(3) Excludes (i) 1.825,004 shares issued through Dece,,1ber 22, J.980 upon exercise of stock options, 
(ii) 8,208.568 shares reserved for issuance ?~ December '12, 19&0 pmsuant to options granted 
or to be gnmted under the Company's stock option plans and (iii) t',000,000 shares reserved for 
issuance pmsuant 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 
Fina1.~ial Statemffits. Also excludes 4,400,000 shar, ~ issued December 12, 1980 pursuant to 
the initial public offer'.ng of the Company's Commun Stock. 

(4) See Note 3 ')f Notes t,; Consolidated Financial Statements. 

(5) See ;\ote 8 of Notes to Consolidated Financial Statements. 

See "Business--Property» and ~fotes 6 and 7 of Notes to ConsoliC::.'.ted Financial Statements for 
information concerning the Company's obligations under leases. 

DMDENDS 

Apple has not paid any cash dividends on its Cor.1mcn 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 Sotes to Ccnsolidated Financial Statements. 

SHARES ELIGIBLE FOR FUTURE SALE 

The Company h.is outstanding 54,621,932 s~iares of Common Stock, based upon shares outstanding 
at December 22, 1980 and ghing effect to the sale ot 4,400,000 shares by the Company pursuant to the 
Pr-,pectus da,ed December 12, 1980 (File No. 2-69797). Of these ~hares, the 5,000,000 shares sold 
in the initial public offering by the Compa11y and certain Selling Shareholders are freely tradeable 
without restrictions or registration under the Securities Act of 1933, as amended (the "Act"). Of the 
remaining shares, apr1roximately 7,144,764 shares were issued by the Company in reliance upon the 
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"intrastate ofkri, g" exemption under the Act ( the "Intrastate Shares") and approximately 42,477,168 
shares were issued in private transactions in reliance upon the "prin1te placement" exemption under 
the Act ( the "Restricted Shares"). The Intrastate Shan's may be genernll:, sold to residents of the State 
of Califrlf11ia in certain h·ansactions 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 the effective dat-: 
of this n';.:)stration statement. Subject to the agreements with 18 officers, directors and major share­
holders described below, 31,753,231 of the Restricted Shares will be eligible for sale in the open 
market in reliance upon Rule 144 under the Act beginning ~larch 12, 1981. In general, under Rule 144, 
a person 1, or persons whose shares are aggregated) who has bene£ciall? owned his or her Restricted 
Shares for at kast 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 exc.'l'Pd the greate.· of 1% of the thc>n outsta.1ding shares of the Company's 
Common Stock (equal to appro:dmately 546,219 shares) or the a, "rage weekly trading volume 
in the over-the-counter market during the four cal(•ndar ,weks preceding such sale. A person 
who is deemed not to have been an affiliate of the Company at any time during the 90 days pre­
ceding a sale by such person, and who has beneficially owned his or her Restricted Shares for 
at least threl' years, would he l'ntitlPd to sell such sharps under Rule 144 withlhJt regard to the 
volume limitations described above. Furthermore, holders of an aggreizak• of 11,136,248 R<f'stricted 
Shares an• entitled to certain registratior. rights. See "Description of SecuritiC's--Outstanding Hegis­
tration Rights". 

Shares issued under the Employee Stock Purchase Plan and upon exercise of stock options 
after the effective date of this registraticn statement generally will be arnilable for sale in the 
open market, with certain exceptions for affiliates of the Company. See "Description of the Stock 
Option Plans-Restrictions on Resale" and "Description of the Employee Stock Purchase Plan­
Restrictions on H.c~ak"'. 

Subject to market conditions and other factors, the Compam· may file another registrat~on stak­
ment on or after April 12, 1981 covering thl' sale of such amount of the i,144.764 Intrastate ~hares 
as may he requested by the holders. However, the Company has agreed that the number of Intra­
state Shares included in such registration statement will not exceed 500,000 shar,'.'s ,vithout the 
prior written consent of \forgan Stanit•y & Co. Incorporated and Hambrecht & Quist. the Represent­
atives of the Cndenniters of the Company's recent initial puhlie offering. as to the amount and 
method of offering. 

The Selling Shareholders in the initial public offering haw agreed that they will not, without 
tht' prior written eonsent of ~forgan Stanlt•y & Co. Incorporati?d and Hamhrecht & Quist, offer, sell. 
cont•·act to sell or grant any option to purchase or oth(•rn·ise dispose of any of the Company's Com­
mon Stock owned by them ( an aggrl'gate of 3,i75,816 shares) until \fareh 12. 1981. 

Eighteen officers, directors and major shareholders of the Campany holding an aggregate of 
32.026,44:3 shares of the Company's Common Stock ha,·,· agreed that, without tr.e pr~or written consent 
of \Iorgan Stanley & Co. Incorporated and Hambrecht & Quist, they will not offer, sell. contract to 
sell or grant any option to purcha.~e or otherwise dispose of any shares of Common Stock for a period 
of nine months after December 12, 1980, except for sales occurring more than 90 days thereafter 
of :.unounts of Common Stock not exceedin~, 10% of the total number of shares of Common Stock 
held on December 12, 1980 by the person for wl1ose account such shares are sold at cash prices 
of not less than S33.00 per share. 

DILUTION 

As of .November ,30, 1980, there were out.~tanding options to purchase 5.6.52,600 shares of Common 
Stock, of which options to purcha,e 481,688 shares were held by officers and directors of the Com­
pany or their affiliates. The exercise prices of the outstanding opti0ns ranged from $.09 to $8.00 per 
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share with a weighted ,nwage price of Sl.7'i per share. For the life of the optim:s, the hnlders 
tlwre;if will han· the op)}Ortunit~· to profit from a rise in the market priee of the C:omp:rny·s Common 
Stoek. with a resulting dilution in the interests of existin)! sharf'holders. ThC' holders of dK~e options 
may exerds(' them at a timl' when the Company would. in all likelihm,_l be able to oht«in ,my 
nel'ded c:apital hy tht· sak of Commo1, Stock on tern1s more fa\'orahle than those providPd i'0r in 
the options. See "\lanagcment-Stock Option Plans•·. 

SELECTED FINANCIAL DATA 

The following tables summ:u ize t".·rtain selected l~msolidated financial data and are qualified 
in the;r l'ntirety hy the rnon· cktaile'.l ConsoiidatPd Financial Statenwnts indudf'd herf'in. 

JJnuary :l, 1977 
( inception ) to 
Se~tember 30. Septembe. :?o. 

Fiscal Year Ended 

Sevtember :30. September 26. 
1977 197S 1979 1980 

'-:d q)es S 773.!Ji7 S 7.S.56.360 $47}IB7.lh6 8117.125.746 
:\tt incoine S 41..575 S 793.497 S .5.(l'i2Jil2 S 11.697.%'3 
Earnings per ('U!lllllOll and common Less than 

eqi:h·a1ent shar<' $.01 S.12 8.2-t 
CommPn and co111mo11 eq uh·alent 

share~ used in the cakulatim1 of 
earning~ 1wr share 16.640.()(10 :3 I ..'54-1.000 43.620.000 48.� 12.000 

Total asset, :;, .5.5.5.482 s 4.340.790 $21.170.979 $ 65.350.341 
'.\1lrH·1m-cnt ohligai:im.~ under capitai 

le.iws s s s 2U3.0;36 s 670.673 

The following tahlP contains certain selected unaudited quarterly consolidated financial data 
which includes a1l adjustments which tlw managenwnt of the Company considers nt·cessary for a 
fair presentation tl.ereof. 

Three \fonths Ended 

December 28. \larch 28. June 27, Septembt:r 26. 
1979 JQSO 1980 1980 

:\d salt"­ S19..5,'39.96:3 823..'>t::J.125 S:32.569.197 841.467.161 
:\et income S 2.f'>-t7.0S4 S 2.7S7.:3:51 S 2.73.5.076 $ 3.528A72 
Earnings per (~>mmon and comm011 

equh·alent share S.056 S.05S $.0.56 S.071 

\IANACE\IENT'S DIS(TSSION AND ANALYSIS OF 
FINANCIAL CONDITION .\1',;D RESlyLTS OF OPERATIONS 

Result5 of Operations 

Apple has experienced signifie,mt 'n-::reases in net sales and net i11c:or.1e durin;:: eac:h of its fiscal 
years. reHt:>c:ting the growth in the pt rsm1al computer markPt as well as continued market acceptance 
of ..\pple's products. The Compam· In, not made significant chauges in prices for its prndu:::ts <lurin).', 
the fiscal ;< ,·ars. In addition. economie,: of scale and c(•rtain production cost efficiencie, have offset 
the effects of inflation. 

1\et sales in fiscal 1977 occurred primarily in the fourth fiscal quartn and consisted princ:;pally 
of sales of the hasic Apple II mainframe cunputer. During the 1977 fi,-cal year marketing expenses 
consisted principally of ad\'ertising and prod'lct promotio~1 expenditure, in order to gf'nerate fuh1re 
,ales. 

The 1978 fisc .l ! ,•; ~ was .ile Company\ firs• full year of op(>rations. During the 'iscal year, the 
Com:>any organi,xd h product distribution ndwori· through tiw app0intment of independent distribu­
tors. This expande, l di,trib11tion system contributed significa11tly to the increase in sales. The expenses 
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aswciated with den·lnping this distrihutinn network. togdlwr with incn·as<'d adw·r,·1:-:ing and product 
promotion expense, resulted in sipiificant increases in mar,ding expenses. In fo:·:..d HJ75. n•:warch 
and dl'\'dopmt nt t•x11e•1ses incrcasl'd suhstanti,tlh- as the Com :xmy hired additional kchnical ptr:;onnel 
and c1m.:·entrated on the dt•\elopment of its Disk II Floppy Disk St1hsystcm and sy'.iem software. !n 
ad<lifrm. ,1dvance5 in semiconductor tt'chnology enabled Apple to im-rC'ase the memory cap,wity of 
its eomputer ):,·stems. Tht'se ad\'ancPs contributed to the dt ,;ploprncilt of rn·w product applications 
during the year, and resulted in shifting the market for :\ppJp's products awa\' from the ,·omp11tt•r 
hohhyi~t. 

'.\:et :;ales in fiscal 1979 increased approximatd\' fin,-fo)d <H"er fiscal 1978, due to a number d 
factors. The availabilit\' of the Con,pany's Di~k II Flnppy Dist Subsystem expanded the capabilities of 
:\ppk··s pNso:Ml crnnputt>rs to accomplish more usefui ,,pplicacions. thm broadening the market for 
its products. Althou~h thl' Company was not supplyhg a sigiiificant amount of applications software 
for t.se with its syskms at this time. mam· other firms be!,an to marke, sortware and !.)eripheral 
produC'ts for use \,·ith the Apple II. In addition. in fiscal 19i9 Apple introduced its products to tht' 
t>ducational market. '.d1ich contributed to tht' increased aw,1 reness of the persollal computer. Cost 
of sales in fiscal 1979 incrt'ased to approximatdy .57;- of net sales. primarily rdkcting incrt>ased prices 
for certain ,cmiconductor dt>,·ices and incrc,1w<l staffing. training and rnpport costs to managP 
\'Xpanded manufacturing facilities. \hrkt'ling cxpensps c011tir, uC'd to h•.· comprised primarily of adver­
tising and promotion costs: however. markding expenses decreased as a percPntage of sales in fiscal 
1979 to sr;- of sales. comparl'd to 16'"i: oi sales in fi~cal i978. principally due to tht' increased volunw 
of business. Rt'search and dt'\ eloprnent ,lctivities in fiscal 1979 included the initiai development 
expense for personal con1puter systems addressing m,,,. ma; kPts and applications and frr new 
pt'ripht ·ral acci·ssorit·s. 

:\d ,ales in fiscal 1980 more than doubkd tbat of fi,cal 1979, rPflecting the C'Xpansion of the 
CompaPy's 111arkd to include use of Apple computers hy persons without prior computer experi­
ence as Wl'll as h~· persons with such experience. Factor, contributing to this expansion included 
the Compal'\ 's introduction of its own software application packages and new peripheral devices 
to t',paml the compukr's application;. Costs and e-xpenst's it1 fiscal 1990 ,n·rC' significantly aifeded hy 
the termination of the Company's indt'pendent distrihutior, arr ,111\1:<·ments and by the start-up of manu­
facturing facilities in Dalbs. 1'f.'xas and County Cork l rela:1d. Apple's purchases of inventory 
from certain of tlw distrih:1tors which it had h-'nninated during the year. which purcl.asc~ were at 
costs higher than th<' Company's manufa<1turing costs. and cert:tin other costs associatec with such 
terminations increa,Pd l'Osh and expen ;cs hy approximatd:- 2..r;. of fiscd 19i-,o net sak,. Start-up 
cm:ts fo...\pple\ m•,\' man11facturi11g facilitit's incrPased costs a1,d e\J!f'JlSl'S by approximately .6r:::. 
of net sales. \1arkcting ,·,penses incrt•asl'd to c1pproximately Hl"r nf net sales compared to We of 
net salt's in fiscal HJ'i9. ref!Pcting incn·a:,es in advertising npcnst's _,nd th,• addt"d costs of tht' 
Company's estabid1ing its o·,n ~all's organization t 0 scffe th1.· retail L'Omputer ston,;; aft,.·r tn­
mi11ation of its distributors in \farch 1980. St1d1 increased cos~s rnduded the I-tiring of add;tional 
pPrsonnel and wareh,,using costs and saks cummis~ions. Scw'e of thc,e ~·osts y·ere in addition to the 
"·arl'housing costs anct ~ales commissions paid to tlw former di~tnbutors <luring the start-up pc-iod. 
Tlwsc costs of e~tahlishit,'! the Cc•npany·s regi<mal d1:.triimtion facilities \\·t•rt· offset h, the Compariy's 
ability to selt its pro<lucts Jin·ctly to retail dealers at prices which were higher than tlw Company t.ad 
charc;t•d its fonncr distributor:·. Appk anticipates that (_'(Jlltmut'd e\pendit1·:·es will be rPade to expand 
its saks organization to Sl'rY<' :l()t only existing •narkds. hut other narkets ,L~ it intnxluees nt'\\ 
product applieations. ' 

Du:ing bca! rn~o the Company·s '!Harterly results werP .iffected h~ the aforenwntioned factors. 
Thl' krmmatio11 d thl' Company·s distribution arrangt'ments late in the second fiscal quartn also 
affcctul !'arning, for th<' subsequent twn fist'al quarters and r ;ulted in a shift in some sal(~ from 
the second to tlw third quarter. The repurcha~P of im'Pntory fwm the f:ompany's fonner di,trilmtors 
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and certain ,:;chcr ,:-osts associated therewith increased costs and expenses in th~ third and fourth 
fiscal quarters by 4.4% and 3.4% of net sales in such quarters, respectively. Start-up costs associ'.tted 
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 {iiquidity") results from 
the sale of inventory and the collection of accounts receivable and periodic bank borrowings 
and the sale of Common Stock. TI1e Company's liquidity is improved by the tax benefit recognized 
upon the exPrcise of employee stock options, because income taxes payable are reduced by approxi­
mately soc-;;. of the difference between the option exercise prices and the fair value of the shares at the 
time of exercise. These sources of liquidity [,re h..Jm::ed by the Company's payments of account; 
payable, income ta-<es payabie aml. periodically, nutes payable to banks. 

T!lc Company's accounts receivable have increased in each fiscal year, reflecting the growth in 
sales. During the 1980 fiscal year the Compan} imptoved its liquidity by reducing the nmnbe.. '>f 
days sales in acmunts rt'ceivable, thereby increasing the arnilahility of cash. This improver:.!~fit resulted 
fn,m the CGmpany's domestic sale of products dircc:tly to the retail dealers. Such direct sales were on 
collection krn,s rnvre favorable than the terms previously extended to distributors. However, there is 
no assurance that the Company will maintain these collection terms on a long-term basis as market 
factors and competitive conditiom change. 

During the 1980 fiscal year the Company's liquidity was negatively affected by an increase 
in inwntory as a percentage of cost of sales resulting principally from increased leveis of finished 
goods inventory. This increase \vas principally due to the Company·s carrying finished goods inventories 
"t its regional distribution centers for direct sales to its retail dealers. In addition, inventory levels 
mcreased as ,, result of the Company's nurchasing materials and part~ for production of the Apple III, 
wl,ich production commenced later than the Company's anticipated schc<lule due to certain technical 
difficulties. As production and sales of the Apple Ill increase, the level of H1;!rmfacturing inventory 
for this product as a percentage of cost of saies is expected to decrease. 

At September 26, 1980 th-~ Company's matc>rial unused sources of liquidity consisted principally of 
ap·;iroximately 82,000.000 of !-;O\ emment securities and approximately 84.6.50,000 of currently available 
h,'IT<-'\;1,gs under its bank line of credit. Ste :>:otc 5 of '.'\otes to Consolidated Financial Statements. 
Except for the sale of 4.400.00G shares of Common Stoc-k by the Company pursuant to the Prospectus 
cl..td D,·c'(·mber 11. 1980, the Company has nc.t experieneed since the end of the fiscal year and 
<loPs rn t ,mticipat 0 a ,naterial change m the nature of its liquidity needs or available soun:es of 
liquidity. 

Ca~ital Re;,ources 

The Company's capital rc;,ouree commitments at September :Z6, 1980 principally consisted of lease 
obligations and the Company's commitment to establish faciliti~ in Ireland under an agreement with 
the Irish Development Authority. See Note 7 of Notes to Consolidated Financial Statements. The 
Company intends to fo,ance these commitments from working capital generated from its internal and 
extl'mal sources c ,f liquirlity. 

DESCRIPTION OF THE STOCK OM"IO:S PLA.~S 

The Company had a 19i8 Stock Option Plan ( thP "19i8 Plan") \\'hich was tenninated by tl:e 
Board in De':ember 1979. !n addition. the Company has a 1980 Stock Option Plan ( the "1980 
Plan.. l. adopted by the Board of Directors and approved by the sharehoiders in December 1979, 
under wHch a total of 3.200.000 shares were reserved for issuanc-t> 
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In October 19SO the Board of Directors adopted, and in November 1980 the shareholders 
approv<'d. the 1981 Stock Option Plan (the "1981 Plan"). under which a total of 1,500.00G shares of 
Common Stock were reserved for issuanc<·. No options have yet been granted under the 1981 Plan. 
The thr<"<.' plans :ue referred to herein collectively as the "Option Plans". 

The essential features d the Option Phns are outlined below. 

General: 

Options granted under the Option Pfans are not intePded to be "qualified stock options" within 
the meaning of Secticn 422( b) of the Inte:nal Revenue Code of 1954, as amended. See "Tax Informa­
tion" for information concerning the tax treatment of non-statutory options. 

The Option Plans are not qualified under Section 401 (a) of the Internal Revenue Code, and 
are not subject to the Employee Retire111ent Income Security Act of 1974 ("ERISA"). 

Purpose: 

The purpose of the Option Plans is to advance the interests of the Company and its shareholders 
and to promote the success of the Company's business by attracting the best availablf' personnel for 
positions of substantial responsibility, providing an incentive to key employees, encouraging stock 
O\\'llership by such employees, and encouraging thPm to remain in the employ of the Company. 

Administration: 

The 1978 Plan and 1980 Plan are administered by the Board of Directors of the Company or 
by a eommittee appointed by the Board. 

The 1981 Plan is to be administered by the Board of Directors of the Company, a majmity of 
which is disinterested, or by a committee of the Board, all of whose members are ineligible to receive 
optiom nnder the 1981 Plan. In addition, ( i) no director who is eligible to receive options under the 
plan may ~,,rve on the committee administering the plan, which committee must contain at least 
three members, and (ii) if a majority of the members of the Board are eligible to be granted options 
under the plan, administration of the plan must he delegated to a committee of the type described 
in ( i) above. 

!vtembers of the committee receive no additional compensation for their services in connection 
with the administration of the Option Plans. The interpretation and construction of any pnwision of 
the Option Plans by the Board or its committee shall be final and conclusive. Quesbons concerning 
the Option Plans and their administration may be addressed to Mr. Albert A. Eisenstat, Vice President 
and General Counsel of the Company, at the Company's principal executive office. 

Eligibility: 

The 1978 Plan and 1980 Plan provide that office1·s, directors, employees and contractors of thr 
Company and its majority-owned subsidiaries are eligible to be granted options thereunder. The 
1981 Plan provides that options may be granted to officers and other key employees l either of 
whom may also be directors) of the Company or its majority-mmed subsidiaries, if any. Under 
the Option Plans, the Board of Directors or a committee of the Board selects the participants and 
deterP1ines the number of shares to be subject to each option. In making such determination, there 
is t?.!:en into ;- ~-unt the duties and responsibilities of the employee, the value of the employee's 
services, his or her present and potential contributions to the success of the Company, the anticipated 
number of yea;s of future service of the employee and other relevant factors. 

Thl' Option rlans do not provide for l'. n;?Yir.!um numlxr of s1. :·es of Common Stock which 
may he granted under option to any one employee. 
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Terms of Options: 

The terms of options granted under the Option Plans are to be determined by the Board or its 
committee. Each option is to be e-.idenced by a stock agreement between the Company and the 
person to whom such option is granted and is subject to the following additional terms and conditions: 

(a) Exercise of the Option: The optionee must earn the right to exercise the option by 
continuing to work for the Company. The Board of Directors or a committee of the Board may 
determine when options may be exercisable. An option is exercised by giving written notice of 
exercise to the Company, specifying the number of full shares of Common Stock to be pur­
chased. and upon tender of payment to the Company of the purchase price. The purchase price 
of the shares purchased upon exercise of any option shall he paid in consideration of such form 
as is determined by the Board or its committee, and such form of consideration w.ay vary for 
each option. 

(b) Option Price: The option price under the Optio11 Plans is determined by the Board 
ot Directors of the Company or its committee. Under the 1978 Plan and the 1980 Plan, the 
option price must not be less than $.125 per share. As a matter of policy, however, the exercise 
prices of the options granted under the 1978 Plan and 1980 Plan have been determined by the 
Board to be not les3 tha11 fair rnlue of th'? shares on th<:' respective dates of grant. The 1981 Plan 
provides that the exercise price of options granted thereunder must not be less than 100% of 
the fair market value of the Common Stock on the date the option is granted. 

( c) Termination of Employment: If the optionee's employment terminates for any reason 
other than death, options under the Option Plans may be exercised not later than 30 days after 
such termination and may be exercised only to the extent the option was e:,;~rcisable on the 
date of termination. Under the 1980 Plan, if the optiom·c·s employmellt is terminated for "just 
cause", as defined therein, the Compa11y has a right for a period of 60 days to repurchase all 
shares purchas,·d by the optionee pursuant to exPrcise of any option granted under the 1980 Plan. 

(d) Death: If an optionee should die while employed by the Company, options granted 
under the 1981 Plan may be exercised at any time within six months after death, but only to 
the extent such options would ha\"e been exercisable had the optionee continued living and ter­
minated employment six months after the date of death. Options granted under the 1978 Plan 
and 1980 Plan may be exercised for a period of one year after the optionee's death or four years 
from the date such shares became exercisable, whichever is earlier. 

If an optionee should die after termination of employment with the Company, the 1981 'Ian 
provides that if death occurs within one month after termination of employment, options may 
be exercised within six months after death to the extent the options were exncisable on the date 
of termination of employm~nt. 

(e) Tr-1mination of Options: Options granted under the 1978, 198G and 1981 Plans expire 
seven, eight and five years from the date of grant, respecti..-ely, unless otherwise provided in 
the option agreement. No option may be exercised by any person after such expiration. 

( f) Options Not Transferable: An option is nontransferable by the optionee otherwise than 
hy will or the laws of descent and distribution, and is exercisable during the <>ptionee's lifetime 
only by him o: her, or, in the event of death of the optionee, by a person who acquires the right 
to exercise the option hy bequest or inheritance or by reason of the death of the optionee. 

( g) Accelerntion of Options: In the event of a dissolution or liquidation of the Company 
or certain reorganizations, all outstanding optio11s under the 1978 Plan and the 1980 Plan shall 
he accelerated and become exercisable in full al any time during the period of 20 days prior to 
the effective date of the dissolution, liquidation or reorganization. 

( h) Other Provisions: The option agreement may contain such other terms, provisions and 
conditions not inconsistent with the Option Plans as may be determined by the Board of Directors 
or its committee. 
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Adjustments Upon Changes in Capitalization: 

In the t'Vent any change, such as a stock split. is made in the Company's eapitalization which 
results in an exchange of Cornn.on Stock for a greater or lesser number of shares without receipt 
of consideration, approp1iate adjustment shall bt· made in the option and in the number of shares 
subject to the option. In the event of a stock dividend. each optionee shall be t·ntitled to receive. upon 
rxercise of his or her option. the equivalent of any stock divid(•nd whieh would have been reeein-d 
had the optionee been the holder of record of the shan·s purcll(!sed upon such exercise. The Hoard 
of Directors may also mak<' provision for adjusting tlw number of shares subject to outstanding optiolJs 
under the 1981 Pian in the event the Company effects one or more reorganizations. recapitalizations, 
rights offerings 0r other increases or reductions of shares of the Company's outstanding Common 
Stock. 

Amendment and Discontinuance: 

The Board of Directors may amend the Option Plans .'t any tinw or from time to time or may 
tl'rminak them with,mt approval of the sharel10lders exn·pt as may ht' n·quin·d hy applicahle law; 
prm·ide<l. howen·r that the a,1pr0\·al of the holders of a majority of tht' outstanding shares of the 
Company entitled ;o votl' is rcquirPd for auy anwndnwnt to the 1981 Plan which materially increases 
the maximum nunher of shares for which option~ may he granted, mate1ially c-hanges the standard~ 
of eligibility or .naterially incn·ases the henefits which may ace-me to participants under thl' 1981 
Plan. 111 additi,i11. no action hy the Board of Directors or sharl'holders may alter or impair any 
option preYim1•,ly ;~ranted 11mler the Option Plans. In any <•vent. the 1978 Plan has lwen tem1inatt•d 
by the Board and the HlSO Plan and l!-JSl Plan shall terminate in Deeemlwr 1989 and October 1990. 
rc!s1wetin•l~-. 

Tax Infonn1lion: 

All oprions granted under the Option Plans are intrn<led to he non-statutory and will not qualify 
for any s11:Tial tax he11efits to the optionel'. l 'ncler pn•st·nt Tn•asurv regulations, the Company's 
str,ek options an· not dc•emed to han· a readil~· aset•rt;-ti11ahle value. Accordingly, the optiom·e ..,\'ij; 

not n•eo J;nize any taxable incomP ai: tht' tinw lw is grantt-d a non-stah1tory option. Howcn'r, upon 
its :•xnt ise. tlw uptionl't• will n·eog-nize income for tax purpo,1•s mea~ur<'d hy the excess of the then 
fair markt>t vah1t> d the shares over the option price. Tlw inconw recognized hy the optionep will 
h:· +n•att'd as earned inconw that will qualify for th<' 5W',- maximum tax rate and ,vill be subject to 
incc n•· ta.x withholdinl.! by tlw Company out of the current earnings paid to the optionee. If such 
earnin,!!s are insuff-icil'nt to pay the tax. thf• optiorn·c· will he rt'q11irc·'1 to make direct payment to the 
Comprny for the tax liahility. l'pon a rl'~ak of such shares hy the optionec. any cliffen·nt't' hl'lwec-n 
tlw sail• price and the fair market val11c of the shail's on the datP of t•xcn:ise of tlw option will he 
tn·at,·d as capital gain or loss. and ,.\ill qualify for long-term capital _gain or loss treatment if the 
shan·s ha,·e hct'n held for more than tweh·e months. 

If a participant realizes long-term capital gain on the dispositicn of shares ac-quired pursuant 
to t'w plan. €0~,. of the an1011nt of such long-tern capital gain eonstitutl's an item of tax prdercnt't' 
for purposes of the alt('rnatin· mi11i1i1um tax. hut not for purposes of the add-on minimum tax. Th<' 
all! rnatin· minimum tax under Section .'j,j of the Internal Rt'\·cmie Code generally applies only 
to nc·ncorporatc taxp;,n•rs who han' YI"'>' largt· itemized deductions or a H''>' large capital gain. 
Tlw alternah (' minimum tax is computed by addin~ to taxahlc income the sum of tax preferenc't' 
itcn1s for adjuskd itcmizt·d d<'<i11etions and capital gains. and applying graduated rates Vaf)ing 
from l<Yr to 2-Yi- to the amount by which such sum t'\C'('('Cis 820,000. The taxpayer will then pay thl' 
hight'r of the n·i.?;ular inc·nmP tax plus tlu· add-on minimum ta.,- or the alternative minimum tax. 

Corn~ress has indicated that optionees ban• the right to elect to include in income t'lP fair 
market Yahw of a n011-q11alifiPd option on the datt· it is µ:ranted. Such an dedio•1 would result in 
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the recognition of no taxahle income at the time the option is exercised and, at the time the stock 
was sold, the difference between the option ,price ( increased by the ordinary inc:ome recognized) 
and the sales price would be taxed as capital gain or loss. 

The Treasury Department has not yet ado:,tPCl regulations that would provide for such an 
election. Any optionee desiring to consider such an dection should consult independent tax counsel. 

The Company will be entitled to tax deductions to the extent and in the year that earned 
L1come is recognized by the opti0nee in all of the above cases. 

The foregoing summary of the effect of federal income taxation upon the shares under the 
Option Plan does not purport to be complete and reference is made to the applicable provisions 
:>f the Internal Revenue Code of 1954, as amended. The summary also does not reflect provisions 
of the income tax laws of any state in which the participant may reside. 

Restrictions on Resale: 

Certain officers and directors of the Company may he deemed to he "affiliates" of the Company 
as that term is defined under the Act. Common Stock acquired under the Option Plans by an 
affiliate may only be reoffered or resold pursuant to an effective registration statement or pul"'>uant 
to Rule 144 U!lder the Act or another exemption from the registration requirements of the Act. 
Sueh rcoffers or resales may not be made pursuant to this prospectus. 

DESCRIPTION OF THE EMPLOYEE STOCK PURCHASE PLAN 

In October 1980 the Board of Directors adopted and in November 1980 the shareholders approved 
an Employee Stock Purchase Plan ( the "Purchase Plan") under which a total of 1,000,000 shares 
Jf Common Stock wer,· reserved for issuance. No off Pring has yet been madP under the Pur<-:1ase Plan. 

General: 

Tiw Purchase Plan. and thl' right of participants to make purchasPs thereunder, is intended 
to qualify under the provisions of Sections 421 and 42.'3 of the Internal Revenm• Code of 1954. a~ 
amended. See "Tax Information". 

The Purchase Plan is not qualified under Section 401 (a) of the Internal Revenue Code, and 
is not subject tn tLe Employee Retirement focof'1e Security Act of 19i4 ( "ERISA"). 

Purpose: 

Tiw purpose of the Purchase Plan is to prmide employees of the Company and its majority­
owned subsidiaries ,,ith an opportunity to purchase Common Stock of the Compa:iy through payroll 
dL-ductions. 

Administration: 

Tiw Purchast• Plan is to lX' administered by the Board of Directors of the Company or a com­
mittee appointed hy the Board, and is currently being administered by the Board of Directors. 
All questions of interpretation or application of the plan are determined by the Board of Directors or 
its appointed committee, an,1 :ts decisions are final and binding upon all participants. Members of the 
Board of Directors or its committee who are eligible employees are permitted to participate in the 
plan. No charges for administrative or other costs may be made against the payroll deductions of a 
participant in the plan. '.\lembers of the Board receive no additional compensation for their services 
in connection with the administration of the Purcha,e Plan. 

Eligihility: 

Any permanent employee who is employed for at least twenty hours per week and more than 
five months per calendar year by the Company or its majority-owned subsidiaries dPSignated from 
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time to time by tht> Board is eligible to participate in the Purchase Plan. /b of Octolwr ,3L 1980, 
approximately 1,112 employees were eligible to participate in the Purchase Plan. 

Offering Dates: 

The Purchase Plan is implemented by one offering during each six-month period of the _,lan. 
Each such offering is of six n1nnths duration. The first offering peiiod commenced on DecernLer 
11, 19S0, but no subscriptions will be solicited or accepted until the dfretiw date of this n°gis­
tration statempnt. The Board has the power to alter the duration of the off Pring periods without 
shareholder approval. 

Participation in the Plan: 

Eligible emplo~ ees become participants in the PurchasP Plan by delivering to the Company's 
personm:'! rffice ;, subscription agrfi•ment authcrizing payroll dPductions prior to the commencement 
of each offering. An employee who becomes eligible to participate in the plan after the commence­
ment of Rn offering may not participate in the plan until the commencement of the m•xt offering. See, 
however, "Of,,ring Datt>s" for certain exceptions in connection with the first offering under the 
Purchase Plan. 

Purchase Price: 

The purchase price at which sh,ues will be sold in an offering under the Purcaase Plan is 
the lower of 85% of tl1e fair market value of the Common Stock on the date of commencement of 
tiie offering or on the last day of tlw six-rnonth offering period. The fair mark,.::t value of the Common 
Stock on a gi,·en date is the mean of the reported bid and asked prices for tint date. 

Payment of Purchase Price; Payroil Dedt.: ctions: 

The purc'1ase price of the shares is accumulated by payrnll deductions over the six-month offer­
ing perio:l. The ckducticns may not exceed lO<r of a particip:mfs compensation, excluding the effect 
of any raise rcc-eiYed during the offering p~Tiod. A particip,rnt mav dt'crease ( but not increase) the 
rate of payroll deductions at any time during tl:e offering period by filing with t1:e Company a new 
authcrization hr pavroll deductions; the new rate shall become effeetiw within fifteen days after the 
Company's receipt of the authorization. Payroll deductions shall commenct- on the first payday fo!low­
in~ the offering date and shall contim!L at the .0 <1me rate until the end of the offering period unle~.; 
soDncT altered or trnninatcd as p:;iYided in thC' plan. 

~J! payroll deductions made for a p:uticipant are credited to his account under the plar. and are 
depo. i· ;•d ,dth tr.e gn1eral funds of the Company. To tl-:e extent that an employee·s p;1yroll deductions 
exCl'ec. that amount required to p,.1rchase the shares subject to option, such exces3 is refunded to 
t'1e employee with ;ntcrest thereon at a net rate of 3l'1c. l\o interest is paid on cash refunds for 
fractional share interests. All payroll deductions received or held by the Corr-riany may be used by 
the Comp.my for any corporate purp:ise. 

Purchase of Stoc~<, £ ..ercise of Option: 

By executing a suhscripti,-,11 agreement to participate in the Purchase Plan, the employee is 
entitled to haYe shares placed under option to him. The maximum number of shares placed under 
option to a participant in an offering is that number arrived at by dhiding 100/o of his compensa­
tion for the offering period ( as of the date of commencement of the six-month offering period) 
hv s.sc;; of the fair market rnlue of the Common Stock at the beginning of the offering period. See 
"Pannl'llt of Purch:L~e Price; Pavroll Deductions" for additiona1 limitations on pavroll deductions. 
L'nlcss the employee's participation is discontinued, his option for the purchase ~f shares will be 
exercised automatically ,1t the end of the offering period at the applicable price. See "\Vithdrawal". 
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Notwithstanding the foregoing, no empki,ycc shall be permitted to subscribe for shares under the 
plan i( the employee owns 5% or more of th,:' voting stock or Yalue of all classes of stock of the Com­
pany or its majority-o,,.·ned subsidiaries ( inch.,.ling stock which may be purchased through subscrip­
tions under the Purchase Plan or pursuant to any other options), nor shall any employee be entitled to 
buy more than $2.5,000 worth of stock ( dete1mined at the fair market value of the shares at the timl.' 
the option is granted) in any calendar year. furthermore, if the numb':'r of shares which would other­
wise be placed under option at the beginning of an offering period exceeds the number of shares 
then available under the Purchase Plan, a rro rata allocation of the shares remaining shall be made 
in as equitable a manner as is practicable, 

Withdrawal: 

While e~ch participant in the Purchase Plan is required to sign a subscription agreement 
authorizing payroll deductions, the participant's interest in a given offering may be tenninated in 
whole, bat not in part. by signing and de!h·ering to the Company a notice of withdrawal from the 
plan. Such withdrawal may be elected a: any time prior tn the rnd of the applicable six-month 
offering period. 

Any withdrawal by the employee of his or her accumulated payroll deductions for a given offer­
ing automatically terminates the employees interest in that offering. In effect, therefore. the employee 
is giwn an option which he or she may or may not exercise during the six-month offering period. By 
executing the subscription agreement, th" employee does not become obligated to make the stock 
purchase; rather, the subscription airreem~nt is merely an election by the employee to place shares 
under option to him or her. Unless the enployee's participation is discontinued, however, the option 
for the purchase of shares will be exercis,'d automatically at the end of the offering period, and the 
maximum number of full shares purchasa;Jle with the employee's accumulated payroll deductions at 
the applicable price will be purchased for the employee. 

A participant's \\ithd~awal from an offering will not have an effect upor, such participant's 
eligibility to participate in subsequent offerings under the Purchase Plan. 

Termination of Employment: 

Termination of a pa1ticipanfs employment for any reason, including retirement or death or 
the failure of a particip,,nt to remain in the continuous employ of the Company for at least twenty 
hours per week, cancels his or her participation in the Purchase Plan immediately. In such event, 
the payroll deductions credited to the r:articipant's account will be returned without interest to 
such participant, or, in the case of death, to the person or persons entitled thereto as spPcified 
by the employee in the subscription agreement, 

Capital Changes: 

In the event of changes of the Comm '.>11 Stock of the Company due to .;tock dividends or other 
changes in capitalization, or in the even: of any m~rgn, sale or other reorganization, appropri­
ate adjustments will be made by the Company in the shares subject to purchase and in the 
price per share. 

Nonassignability: 

No rights or accumulated pa}Toll dedtctions of an employee under the Purchase Phn may be 
pledged, assigned, or transferred for any reason and any such attempt may be treated by the 
Company as an election to witr.draw from the plan. 

Reports: 

Individual accf)unts \'Vil! be maintained for each participant in the Purchase Plan. Each par­
ticipant shall receive promptly after the end of the six-month offering period a report of his or her 
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account setting forth the total amount of payroll deductior _ accumulated, the per share purchase 
price. the number of shares purchased and the remaining cash balance, if any. 

Amendment and Termination of the Plan: 

The Board of Directors of the Company may at any time amend or terminate the Purchase 
Plan, except that such termination shall not affect options previously granted nor may any amend­
ment make any change in an option granted prior thereto which adversely affects the rights of 
any participant. No amendment may be made to the plan without prior approval of the shareholders 
of the Company if such amendment would increase the number of shares reserved under the plan, 
permit payroll deductions at a rate in excess of 10% of the participant's compensation rate, 
materially modify the eligibi~ity requirements or materially increase the benefits which may accrue 
to participants under the plan. 

Tax Information: 

The Purchase Plan, and the right of participants to make purchases thereunder, is intended 
to qualify under the provisions of Section 421 and 423 -of the Internal Revenue Code of 1954, 
amended. Under these provisions, no income will be taxable to a participant at the time of grant 
or exercise of an option. As summ:!ri7Pd bdow, a participant may become liable for tax upon 
disposition of the shares acquired, and the method of taxation will depend upon the holding 
period: 

1. If the shares are not disposed of within two yMrs a~er the date of option grant (which 
iY the beginning of the offering period). In this event, the lesser of (a) the excess of the 
fair market value of the shares at the time of such disposition over the option price, or (b) 
the excess of the fair market value of the shares at the time the option w~.s granted over the 
option price ( which option price will be computed as of the grant date), will be treated 
a_; ordinary income to the participant. Any further gain upon such disposition will be taxed 
at capital gain rates. If the shares are sold and the sales price is less than the option price, 
there is no ordinary income and the participant has a loug-term capital loss for the difference. 

2. If the shares are sold or disposed of ( including by tcay of gifr) before the expiration 
of the holding period described above. In this event, the excess of the fair market value of 
the shares on the option exercise date over the option price will be treated as ordinary income 
to the participant. This excess will constitute ordinary income in the year of sale or other dis­
position even if no gain is realized on the sale or a gratuitous transfer of the shares is made. 
The balance of any gain will be treated as capital gain and will qualify for long-term capital 
gain treatment if the shares have been held more than twelve months. Even if the shares are 
sold for less than fair market value on the option exercise date, the same amount of ordinary 
income is attributable to a participant and a capital loss is recognized equal to the difference 
between the sales price and the value of the shares on such option exercise date. 

The ordinary income reported under the rules described above constitutes "personal service 
income" for purposes of the maximum tax rate pro.isions of Section 1348 of the In1.crn'.ll Revenue 
Code. Under these provisions, a flat tax rate of 50% applies to any personal service income which 
would othernrise be taxed at a rate in excess of 50%. In addition, the amount of ordinary income 
recognized under the rules described above, added to the actual purd.ase price of the shares, 
determines the tax basis of the shares for the purpose of determining capital gain or loss on a 
sale or exchange of the shares. 

If a participant realizes long-term capital gain on the disposition of shares acquired pur­
suant to the plan, 60% of the amount of such long-term capital gain contributes an item of tax 
preference for purposes of the alternative minimum tax, but not for purposes of the add-on min­
imum tax. The altt-:mative minimum tax under Section 55 of the Internal Revenue Code generally 
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epplies only to noncorporate taxpayers who have very large itemized deductions or a very large 
capital gain. The alternative minimum tax is computed by adding to taxable income the sum of 
tax preference items for adjusted itemized deductions and capital gains, and applying graduated 
rates varying from 10% to 25% to the amount by which such sum exceeds $20,000. The taxpayer 
will then pay the higher of the regular income tax plus the add-on minimum tax or the aiternativt> 
minimum tax. 

The Company is not entitled to a deduction for amounts taxed as ordinary income to a par­
ticipant, except to the extent that ordinary income must be reported upon disposition of shares 
before the expiration of the holding periods described above. 

The foregoing summary of the effect of :federal income taxation upon the shares under the 
Purchase Plan does not purpo;t to be complete and reference is made to the applicable provisions 
of the Internal Revenue Code of 1954, as amended. The summary also does not reflect provisions of 
the income tax laws of any state in which the participant may reside. 

Restrictions on Resale: 

C'.ertain officers and directors of the Company may be deemed to he "affiliates" of the Company 
as that term is defim·d under the Act. Common Stock acquired under the Purchase Plan by an 
affiliate may only be reoffered or resold pursuant to an effective registration statement or pursuant 
to Rule 144 under the Act or another exemption from the registration requirements of the Act. 
Such reoffers or resales may not be made pursuant to this Prospectus. 

BUSINESS
Introduction 

'The Company designs, develops, produces, markets, and services microprocessor-based personal 
computer systems fox 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 pro~lems. In addition, supplemental circuit 
boards a11d 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 powerlul microprocessor and memory circuits and signHica.nt 
reductions in the cost of these circuits. Similar developments occurred in magnetic sto1:!ge as cost:; 
per unit of storage declined and capacities increased both for floppy (flexible) and rigid disks. 

These advances and the introduction of a growing numbe.:- of applications software packages 
resulted in the development of markets and applications for personal computer systems. PP.ne­
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'.; founders designed, developed and assembled the Apple J, 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 1 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 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 
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the development of applications softwart'. Indepencknt firms began supplying a variety of applications 
software a11d peripheral equipment for use "'ith the Applt> II, for such applicatfrms as small business 
accounting, text editing, portfolio analysis. laboratory data collection and teaching. The development 
of this software and equipment contributl'd to the growth of the low-cost personal computer market 
by irn:rea5ing the variety of applications for which personal computl>rs could he used. Today, the• 
Company's systems are used hy 1wrsons without prior computer t>xperience as well as by persons 
with prior computer experience in hu:,iness. education. scientific and engin<>ering applications and. 
to a lesser Pxtent, in th" honw. 

In anticipation of market growth, in 1977 Apple commenced the development of a distribution 
network of independent regional distributors and Joe-al retail outlets. ln 1980, Apple terminated its 
arrangements with its domestic distributors and commenced distribution of its products directly to 
retail stores in order to irnpro\"e tlw management of the channels of distribution and to gain better 
access to ,rnd-users. See ..\tarketing" 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 in 
the United States and in Canada by approximately 700 of the retail stores and internationally by 
retail dealers. 

Products 

Th., Company's cemputer systems combine the Apple H mai·,1frame or Apple III with a 
variety of sofi.ware programs and peripheral accessories. depending upon the, complexity of the 
sysh•m and the computing tasks to be performed, 

Apple II 

The Company"s princiµal computer system is based on th,• Apple II compt!kr mainframe, first 
introduced in 1977. Packaged in a five-inch high, 12-pound cast• are the hasic units of a computer, 
including a microrrocessor, :a1,Jom access main memory, read only control mPmory, a typewriter­
style keyboard and a power supply. In addition, tlw Apple II system eircuitry provides an interfact• 
\\·ith various external de\ices. including a video display and specialized input controls for games. The 
basic: Apple II mainframe ean prnvide 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 so~mds and music through a built-in speaker. The Apple II prO\ides eight plug-in slots for 
optional eircuit boards \\"hieh c:ontrol and interface with ,mch peripheral devices as disk drives, printers 
and a graphics tabiet. 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 intt>ger. and K is a symbol for 1,024). 

The suggested retail price ef the Apple II mainfranw ranges from 81,19.5 to $1,395, depending 
on maili memory size. Complde Apple II systems, including nuious peripheral devices and software• 
pacbges. typically range in sugge~wd retail price from 81,8.50 to over $.5,000. Apple sold approxi­
matPly .570, 7.600, 3-5,100 and 78,100 Apple II computer mainframes during the perioc.l ended 
September 30, 1977 and during the fiscal years ended September 30, 1978, September 30, 1979 and 
September 26. 1980. respt·cti;·c!y. As of October 3L 19SO the Company had sold approximately 
13L000 Apple II e,,mputer mainfrarrH's, 

Apple lll 

The Company announced the Apple III computer system in \fay 1980, with the first shipments 
originally scheduled for the sumnwr of 1980. However, the Company encountered delays in meeting 
its production s("hedule, anJ demo11stration units wen.• first shipped to dealers in September 1980. 
Limited dPliv(•ries of Apple HI to retail custonwrs took plan· in late November 1980. The Apple III 
is intended for a range of applieations requiring more computing speed and IXlwer than the 
Apple II and i1,cludes a number of features which are optional accessories for tlw Apple Ii, as 
well as other featurl's not a\"ailahle on the Apple II. The Apple III ineorporat('s a !milt-in disk driw as 
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well as the circuitry to .:ontrol up to three additional external disk drives. It offers built-in interface 
circuitry for b,-·h 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 UI 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 prxessing, The suggested retail prices for the Apple III computer 
system range from approximately $4,300 to over $7,800 depending upon main memory size and 
peripherals. 

Due to the recent introduction of the Apple HI, the utility of and market acceptance for the 
product have no!: yet been demonstrated by significant sales or end-user applications. In addition, the 
development of extensive applications packages for i:he Apple III might be reqnired before the 
Company can expect to sell the product in sigr.ificant volume. 

So~ware 

Of major importance to the usefulness, simplicity and flexibility of an Apple computer system 
is the availability of a v<1riety 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. \Vith these programs the user can maintain and manipulatt ll!es, execute 
exfating programs and use programming la.11guages to develop new applications. Prog:~ming 
languages enable the user to instruct the computer to perform specific \:asks. Apple offers tl!e user 
a variety of programming languages, each having advantages for particular applications. The pro­
gramming languages offered for the Apple II include tv.·o versions of the popular BASIC I an ea!t?-to­
use beginner's language), FORTRAN ( useful for work in mathematics, engineering and the sciences), 
Pascal ( generally used by professional computer programmers for rompiex programs) and PILOT 
( used for tl1e development of computer-aided instruction in education). The Apple III has an 
improved operating system for faster data retrieval and storage and will initfally 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 pa--kages are programs written in one of the programming languages and are designed 
to accomplish specific tasks, such as bookkeeping, text editing and fnancial 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 100 independent vendors. 

Among the principal software packages for the Apple II developed and marketed directly by 
the Company ere the follov:ing: 

APPLE POST•" -a mailing list system for entering, editing, storing and print­
ing names. addresses and telephone numbers \vhich, when 
attached to a compatible printer, will also print mailing 
labels, addresses and teiephone lists. 

APPLE WRHERr"' -a basic word :processing system providing the capability to 
write, revise, edit and print text. 

DOW JONES SERIES 
PORTFOLIO EVALUATOR -assists h portfolio analysis by enabling the user to store 

stock portfolios and to access stock quotations and other 
information via telephone connection to ::he Dow Jones 
News Retrieval System. 

, SHELL GA~1ES -variom prot~rams designed as educational aids. 
/'
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The soHware packages for the Apple II d<'veJr>ped b:; independent \·endors and m;irl eted hy App:, 
under royalty agret'mcnts ind11d<': 

APPLF PLOT"' -a sntem lor preparing, revising and pr:nti 1g charts ;;nd 
grn11hs. 

CA.SHIEH'" -a snnll retail store management ,ystcm desi ~1wd to main­
tain customer/ ,·enclor files, monitor and order inn•ntor-, and 
f!:t'tWrntt' invoice~ and management rl'ports. · 

-a·, .l'counting svstcm designed to maintain at :·our.ts recei\·. 
able. accounts ·payahk ai1d getwral lt>dgn records for ;1 

small busint'ss. 

h addition, tlw Company bPlieve, that mw of the appiicatiotl', packac:es freque:r ly used wit!, 
the .\pple II, which ·s lkn•loped and marketed by '¼ll iudepemkllt n·ndor. ;s a fo1an,:ial moddiug 
syst•'.il1 en,1hling a ust'r tc manipulate and exprt>ss relationships lwtween rows and cohmu s of nun,bers 
in ap)ications such as financial modeling and forecasting. A new \Trsiou of thi, applic-aticll\ 
pa .:kage is being markcteti directly hy tht> Company in mnnt><:-tion with the App It- Ill 

Pcril'heral., 

Appit\ compntl'r s~,;tem, an· used with a variety of p,·riphPrnl products ~uch a• vi<l,•o monitors, 
di~k drives. pri11te1~ and graphics tablets. Apple·s computers incorporate standard i11tcdac•s pnmitting 
the 11st' of periplwrals d<·signec! and manufactured by other\ as weil as thmt> offerpel by f.pplt·. 

One of the principal pnipnerai 'l.CCPS',;,ries manufactured a11d offc-n·d }·,y Apple i, its Disk II 
Floppy Disk Suhsyst':'m, which iw·reases the eapahility of the computer through the u,,: of ,'5%-i11ch 
flexible or floppy disks for data stora~e. The Disk IL introduce:.! in Jut1e 19';'1'. provid,·, filt• memuy 
eapacity of up to 14.3K bytes of (bta, incr('ase-, data retriPval speed and providt',; ,andorn acce,,,; to 
storPd. data. pnn)itting the computer svstem to acco:nmodate rna1.y addition;,l apphcatim,s 

Other periphtrai :.ccessorics manufactured and offered by Appl, include a graphics tablet '. to 
create and display pictorial informat,n11 <'kctroi;;e;,lly. such as arc-hitectur.tl TP!ldl'rinu,, ..ch··mahcs, 
mechanieal shapes and fi;1e arts). a tht :-ma! printer ( used for quie! printing of text or J;raphics .l and 
interface circuit hoa.:ds ( used to t'xcham!e data lwtwe<"' Appl<' t ompukr, and oth ~r computt rs, 
printers or acc:essori('s). Appl<> 1lso m,,rket., periplwral r ,ucts inc!i:ding impact printns and vioen 
lllOllitors marn,faehirNI ln· ptrf'f,. 

j 

l'sers of Apple conputer systems also 1~ave a choice of a wiue \·a1iety of otLer peripheral 
aece~~ori<>s designed and offer.:d by independent companies. These 1)eripherals inc' ur:k mPdium­
~peed pri11ters for home 'Uld :msilwss applic:ations reqmring ietter-qu:.dity 011tput; r.,odems wl,ich 
provide a data com1mmic,,tiom link utilizing a telephone network to access tinwsh ,ring services. 
computl>J izt·d bulletin hoards '\' other (-omp11krs: mu,ic ,u:thesizers; and portable r.,1x,,r unit~ that 
allow Applf• ~,·st(•ms to he op<'ratNI in a11tomohilr·s ;•:id , !sewhne 

I 
\farketing 

Tlw first per,onal compt1,'::'r, were sold pnncipally l>y mail ordPr to hobhy .'ts. Howen·r. 
with the growth in tht' number of computn retail storr>, sim't' 1976, m:;st personal c ;mputers havf' 
heen distrihuted through retai 1 outlets, rt'flecting the economies of distrih.1ti11g ai,d servicing a 

I moderate cost prrduct to a highly diverse ma,ket. The Compan:, :1elieves that tht· ntrn<luction of 
higher pria·d am·. more complex pc•,·sonal computers, ~uch as tlw .\pp!e lli. mq requiH· th!' Company 

I 
to expand its di~tri~u, ion channels or e<t.1hlish additional mdrketing arr:::.ngerrn nts. , 1ch as a direct 
~ales force. C1·rta1n of tb,·s<' ~tq), coul,l iriY'.,h·,· s:gn;ficarn ,,, .tments an'.1 addifrnal c,,sts. See "l·,~ of 
Proceeds". 111 addit:;,11, the dndopme1~t i'i an experieu:e<l and expanded mar\;;eti 1g ,xg'l.ni:wt:on 
w ,II rPq11ire th.• additinn of q11al fit•(' p1·1 sonni>L who art' in great ckmand. 
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IJistri /mt ion C lwrrnels 

Apple~ products are sold in the t·nitro States and Canada through approximately 800 indepen­
dent rt•tail outlets. Sales to the retail stores are ;nade d'.~ectly hy the Company's sales organization 
and through independent salt's rcprt'senta.ti,·es on a commission basis. The retail outlds are generally 
computt-r stort',; "·hich ra11t?;e from solP proprietorships to franchise's of rPtail store chains. These 
,torps typically handle a Yariety of computer-related products, including competiti,·t' computer systems. 
:\pproximateiy 210 of the retail outlets consist of fr:mchised outlets of four independent retail chains. 
To a lessl'r extent. .-\ppk also markl'ts its products to end-users and original equipment manufacturns 
through its own direct sales force and through independt'nt sales representatives. 

Prior to \larch 1980. Applt> distributed its products in the l'nited States and Canada primarily 
through five independent distributors whieh purchased the prodncts for resale to the retail outlets. The 
distributors also v,·ere responsiblt' for wardmming products as well as selecting, training and moni­
toring the retail dealers. In February 1980. Apple eketed to terminate these distribution arnnge­
ments am.~ distribute ;ts products from newly established Company-owned regional support centers 
directly to the retail stores. This decision was made in order to improve the Co1r:1>any·s ability to 
ensure adequate inventory of products at the distribution centers. to assi:.;t in th,i direct training of 
the retail dealers and to gain bnter acct>ss to end-users of personai computers. ~-ce :',otes ~ and 10 
of :'.\ot~:, to Conscl:~hte-:! Financial Statements and ··Litigation". However. there can i_,., llO assuranee 
that thi, change wm improve the distribution of the Company's products. 

Apple·s regional suppo1t eenters an" located in Sunnvvale and In ine. California; Charlotte. 
Xorth Carolina; and Dallas. Texas. The Company plans to establish additional support centc-r~ in 
Boston and Chicago and in Toronto. Canada during 1981. In addition to distributing Apple produds 
to tht• retaii stores. the regional C('nkrs also are responsible for warehousing Apple's products and 
prm·iding credit. St'J"Yice training and snvice support. SeP ··sen'ice and Support". 

The large.st retail chain distributing Appl(' produets during the 1980 fiscal year was Computer­
Land \\·ith lOB franchised outlets offering Apple products in the l'nited States. The Company has 
entered into a \·olume purchase agn'c,1••. nt with Computt•rLand, expiring on \1areh 24. 1981, which 
is subject to automatic extl'mion unless terrninatt>d upon 90 days notice by either party. l'11der 
the agret'ment. the Company sells its products dirt'ctly to ComputerLand. ComputerLand resells 
such produets to its franehised outlets and is responsible for centralized purchasin5 as well as selecting. 
training and monitoring its franchised dealers. Sales of :\pple products to Computer Land aceounted 
for approximately 14S- of the Company's net sales for the 1980 fiscal year. ~o other retail chain or 
,tore accounted for mon• than 3S- of net sales during thP HlSO fiscal yt>ar. 

Retail dealers typically purehase the Company's products on an as-needed basis. The Company. 
in tum. eurrently ships to retailers shortly after order rPC"eipt. For this reason and because the 
nature of their business frequently results in retail dt>alers ehanging delivery schedules and order 
rates. the Company's backlog of orders as of any particular period may not be representative of the 
Company\ actual sales for any succeeding period. 

Prior to August 1980. foreign sales wne made primarily lo an independent distributor. Eurapple. 
located in the Cnited States. under an agreement prO\iding for exclusive rights to distribute Apple's 
products in certain foreign countrie~. Foreign sales wne made hy E;irapple to other indcpt•ndcnt 
distributor!; primarily located in Europe and. to a lesser extent, in the Far East, th<.· ~fiddle East. 
Austr:ilia. the Philippines and South Africa. In August 1980, Apple acquired Eurapple's distribution 
rights and eurrently sells its products directly to 21 independent foreign distributor!'. Sak•s to Eurapp!e 
in fiscal 1980 prior to sueh dak accountc•d for approximately l,% of tlw Company"s net sales forr fiscal 1980. Sc'(' NotP 2 of Notes to Consolidated Financial Statements. ThP foreign dis~:-ibutors resell 
tht• pmdm·ts to approximately 1.000 retail dPalers. 
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In Septt'mher 1980 Apple established a center for sales, marketing. service, dealer training. 
warehousing and distribution in Zeist, Netherlands to serve the European niarket. In addition. tlw 
Company expects to manufacture a substantial portion of its products for sale in Europe at its recently 
opened facility in County Cork, Irebnd. 

During the 1979 and 1980 fiscal years. foreign sales of App)e.'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 distrihators generally have been made in local currencies and are subject to 
the risks of exchange rate f!uchiations. Restrictive tariff and ex-pmt control policies are potential risks 
of foreign sales, but the Companv 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. Tiie 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 :!:TT agreement is terminable by the Company upon 10 days written 
notice to ITT and obligates the Company to repurchase factory-sealed Apple products from ITT in 
the eveut of certain defaults in the dealer's obligations. The USLC leasing plan offers commercial end­
user customers three and four-year leases with fixed purchase options and permits users to add addi­
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 1he Company in 
June 1980 and, to date, only a small amount of the Company's products haw been leased or 
Snanced under Silch agreements. 

Serr.;ice and Support 

Apple's products are serviced in the United States and Canada by approximately iOO retail 
dealers nnd four Company-owned service centers. The authorized retail dealers are trained to replace 
and t'xchange most system components at the retail store. These deders are required to enter into 
dealer service agreements pursuant to which they purchase serYice kits c.'0•1taining spare parts, com­
ponents, manuais and diagnostic programs. Although certain of these dealers offer maintenance 
and scrvic<' of entire systems, including reripheral 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. TI1e 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 testinµ on Apple products ha~ bee,, 1,mvided by dealers. 

Company-performPd service principally consists of more extensive repairs not provided by the 
authorized retail dealers. This service is performed at the four l:nited States regional support centers 
and at ZPist, Netherlands using extensive diagnostic instrnmentation 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 $19.5 for each year of coverage. Since 
January 1980, appn,ximately .5% of the purchasers of Apple systpms entered into extended service 
agreements. Liabilities under both wc1rranty programs have been nominal to date; however, no 
assuran::·e can be given that this trend will continue for existing as well as new and more complex 
systems which may he introduced to the market. 

•Although the Company cmrently anticipates utilizing its existing service procedures for its 
Apple III systems, such service, as well as senicE on fuhire products, may require greater technical 
(•xpertisc than that currently used in dealer service and e:1d-uscrs of the Apple III and future products 
may n·quire on-silt' sen·ice. In addition, the contimwd growth of Apple's distribution network will 
r<'quin· the Company to establish other Company-owned service centers and to inventory spare parts 
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in different geographic locations in order to provide prompt service and warranty repair. Such steps 
eould involve significant investments and additional costs. 

Advertising and PromoNon 

The expansion of the pE'rsonal computer market will require a continued orientation effort directed 
at infom1ing individuals of the means by which the computer may he :1tilized to enhance personal 
efficiency and productivity. Towards this end, the Company is committt'd to an extensive advertising 
and prornotiona! effort. During thP fiscal years ended September .30, 1978 and 1979 and SeptPmber 26. 
1980, the Company spent $57.3,000, $2,0ll,000 and $4,469,000, respectively, for advertising. 

Apple supports the advertising campaigns of its retail dealPrs by reimbursing them for up to 3Cf 
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 t'Xpense, with a variety of 
support materials including point-of-sale posters, demonstration models and brochurt'S. Sales seminars 
are ,1lso conducted to assist dealers in selling Apple products. 

Apple adverthes its products through radio eommercials, 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 Yarious Company publications including The Apple Magazine, each issue of 
w'lich features a major product application area, such a\ finance, business. scit•nce or education. 

Competition 

The personal computer market is highly competitive and has been characterized by rapid 
technological .ldvances in both hardware and software development, which have substantially 
increased the capabilities and applications of personal computers. The principal competitive factors 

0in the personal computer market are product quality and reliability, relative price/performam,\ • 

marketing and distribution capability, service and support, the a, 2.iiability of hardware and soft, 
ware accessories, corporate reputation, and ease of understanding and ope::-ation of the system. ThP 
Company b::lieves it competes favorably with respect to all of these factors; however, thP Company's 
ieliance upon ind<>pendent 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 aiso be at a competitive 
disadvantage because it purehases integrated circuits and other compont'nt 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 cate;.;ory 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 
numher of concerns including Radio Shack, Cromt'mco Incorporated, North Star C'>mputers, Inc., 
Ohio Scientific, Inc. and V Pctor Graphics Inc. 

The Company expects intense competition from several substantially larger firms which havt' 
entpred 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 considerably 
grt'ater financial, marketing, and technological resources than the Company. In addition, depending 
upon the successfui completion of pending and proposed product development efforts, the Company 
anticipates competing more directly with the fort'going concerns and other large domestic and 
foreign manufacturing concerns, such as Xerox Corporation, Exxun Corporation and \Vang Lahora-
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tories, Inc. in such areas as the office automation and information processiug segments of the business 
and office market. No assurance can be given that the Company will have the financial resources, 
marketing, distribution and senicP capahilit~· depth of key pers'Jnnel, or techPological knowledge to 
compete succ:essfuily in thesf' mark<'ts. 

Manufacturing 

•The Company's manufacturing operations consist principally of the purchase, assembly and test 
of the materials and components comprising its products at facilities locak-cl in Dallas, Texas; Cuper­
tino, San Jose and Los Angeles, California; and, since Oc:tober 1980, in County Cork, Ireland. The 
principal materials and components used in the production of Apple's products include semiconductors, 
piastic and metal parts, and cerbin electro-mechanical subassemblies purchased from independent 
suppliers. Although most are standard paits, certain items, such as metal and plastic parts and circuit 
boards. are fabricated or assembled by indept>ndent vendors to Apple's spt>cifications. In addition. 
Apple manutactures certain components such as disk drives and keyboards. Apple strives to qualify 
multiple sources of supply for al.I of its materials and suhassemblies. Certain components, such as 
power supplies, integrakd circuits and plastic housings are obtained from single sources, although the 
Company believes other sources for such parts are available. To date, the Company has not ex-perienced 
any significant production problems or delays due to shortages in material or components. 

Quality control and final system testing and inspection are performed by Appl<.> at its production 
facilities. In the testing' process, the Comp.my utilizes its own computers with specialized software to 
perform diagnostic testing to isolate and identify defective components. As part of the final testing 
process, all systems are subjected to a four d&y continuous "burn-in" to provide assurance of electronic 
and mechanical functions. 

Apple anticipates that as it develops more complex products it may he 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 Fednal 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 e;wirnnment ( d~signated Class A) 
and computing devices marketed for use primarily in a residential environment ( designated Class B). 

The Company believes that its Apple II system wi!l be subject to regulations imposed on Class B 
devices. Personal computers classified as Class B devices whid, a;·;: rr:anufactured 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 rech•signPCl system by the required January L 198] date. Re-cause the Company was 
uncertain as to its ability to met>t this production schedule for th<' rede.~igned system, the Cc:mpany 
filed a rt>quesi: ~~,jth 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 perix, thP 
Company could be precluded from ~dHn~ non-complying products in the l1nited States until such 
modifications art' compieted. Howevrr, tilr Comp~•1y doe;; not belkw this risk to he significant. 

The Company has been advised that its Apple III compuit:'r ~ystems will be cla~sifie<l as Cla§s A 
dev.ices. Class ,~ devices first manufactured prior to October 1. 1981 musi meet Class A spPCificalions 
hy Octoht>r 1. 198.3. All Class A <leviers first producrd aftt>r October L 1981 must CGr:''!)ly with Class A 
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specifications at the time of their manufacture. Since the specifications f()r Class A devices are less 
strict than the equivalent standards for Clas~ B devices, and since the tilw" in whic!1 compliance must 
occur is longt·r, the Company expects the Apple III ta satisfy applicable FCC specifications. 

Research and Development 

The personal computer industry is subject to rapid technclogical change, and the ability af 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 1,ew markets and applications. 
the development of peripheral acc?ssories and the development of software packages designed to 
further enhance the user's productivity. 

During the fiscal years ended Sep~ember .30, 1978 and 1979 and September 26, 1980, the 
Company spent approximately $600,000, S.3,600,000. and 87,.300,000, respectively, for research arid 
product development. All of the Company's research and develo!Jme>nt costs are expensed a, incurr ~a. 

Patents and Licenses 

The Company currently holds four U.S. pat~11ts and has ued applications for four ~tdditional 
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, t},p Compar,y 
believes that the ownership of paknts is not presently a significant factor in its busines:: ,rnd that 
its success does not depend on the O\vnership of patents, but primarily on the innovative skills. 
technical eompetence and the marketing abilities of its personnel. 

In additi<,n. the Company has a regiskred trademark in the United Stat£>S for "Apple", the 
Apple silhouette an<l the Apple color lo~o. 

Becau~c> of the technological ehanges in the computer industry with current extensiw paknt 
coverage and the rapid rate of issuance of new patents. certain components of the Company's 
products may involv<:> infringemect of existing patents. If any such infringements do exist, the 
Company believes, base~l upon industry practice, that any necessary licenses or rights under patents 
may hl' obtained on tnms which would not han• a material adverse effect on the Company. The 
Company has entned 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 ~lie Company in the United States District Court 
for the Eastern District of Missouri. High Technol05Y's presidcnt and an affiliated company are also 
plaintiffs. The complaint allf'ges, among other things, •,iolations of federal antitrust iaws, breach 
of contract and tortious interference with contractual rehtionships. The complaint purports to state 
individual but overlapping claims, the largest of which is for 811,750,000 in damages, as well as 
alleging treble damages, punitive damagrs and claiming attorneys· feei; and costs. The Company ha~ 
denied the material allegatim,s of the complaint and has counterclaimed for the amount due for goods 
sold and delivPrcd by the Company to Hi!,!:h Technology. for breach of the distributorship agreement 
beh;een 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 a;l action filed in :\1ay 1980 and currently pending :n the 
United States District Court for t.lie Western District of Washingtm, brought by Om:?ga North­
west, Inc.. another terminated distributor ot the Company's products. The complaint alleges breach 
,:>f c-ontract, ,·iolations of the \\'ashington Franchise Investment Prot:ction Act and state antitrust 
law and defamation. Omega sPeks treble damages in an unspecified amount, equitable relief and 
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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 he filing a motion to dismiss and for summary judgment on all but the defamation claim. 

Discovery in both of these l1·g0J actfrm,; i~ at an early st;:,14e. Based upon the proceedings which 
have taken place to date and upon rev;ew of the Companv's rec,'Ords, and discussion with Company 
personnel, the Company and its special litigation counsel, Fenwick, Stone, Davis & \Vest, 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. 

Emp1oyees 
At September 26, 1980, the Company employed approximately 1,01,'5 full time employees, including 

198 in marketing and sales; 152 in research, product development and related engineering; 558 in 

manufacturing; and 107 in g(•1ieral management and administration. 

\fany of thP 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 die Company, along with most other computer manufacturers, experiences difficulty in 

hiring and retaining experienced personnel. 

The Company has never had a work stoppai;e and no domestic employees are represented by a 
labor organization. Th:> Company's production employees in County Cork, Ireland are represented by 
the Irish Transport and General \Vorkers' Vnion. The Company considers its employee relations to 

be good. 

Property 
The following tahle sets forth information concerning the Com1jany's principal faci!ities: 

Square Feet Lellse. Expiration 
Location ---· -- -~ 

\tanufaeturing 
69.100 11/83 to 6/89

Cupertino. CA ( 3 locations) 
34,640 5/86

San Jose. CA 
46.717 3/81 to 6/85

Sunnyvale, CA ( 2 locations) 
20.680 8/8-t

Carden Grow. CA 
6.490 8/83

;>,;e,,·bury Park. CA 
hl0.000 7/85

Carroliton. TX 
H.500 Ow1wd

County Cork. Ireland 
321.127 

Distribution 
31.000 12/82

Sunnyvale. C..\ 
31.645 8/86

Irviiw. CA 
29.160 9/85

Charlotte. \'C 
39,388 7/'ri5

Carrollton. rx 
29.329 :5/81

Zeist. :\etherlands 
160,522 

Administration and Research «nd Development 
12/80 to 12/~}103.314Cupertino. CA ( 7 locations) 

3.000 Ownt'd
C11pt'rtinn. CA 

106.314 
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In addition the Company leases facilities aggregating approximately 20,000 square feet for 
regional sales offices. See Note 7 of Notes to Consoiidated Financial Statements for information 

regarding the Company's ohligatim,s under leases. 

The Company has commenced expansion of its Ireland facility to include an rrlrlitional 
-12,000 square feet of manufacturing space, with construction anticipated to he complett>d in Juh 
1981. The Company also intends to lease additional office facilities aggregating aprrnximately 1,30,000 
square feet in Cupertino. California. which are currently under construction and "·•ticipated to 

be completed in August 1981. 

The Company presently utilizes approximately 60~ of its manufacturing space capacity. Mam1-
facturing and production opnations utilize one work shift a day. five days a week. The Company 
believes that its Pxisting facilities and equipment are well maintained. in good operating condition 

and adequate for its present level of operations. 

\fANAGEMENT 

Executive Officers and Directors 

The executive officers and directors of the Company and their ages are as follows: 
AgePositionName 
38Chairman of the Board and Executive \'iceA. C. :\farkh1la. Jr. 

President 
25Vice Chairman of the Board and \'ice PresidentSteven P. Jobs :37President, Chief ExecutiYP Officer and Director:\ I ichael :\1. Scott 42\ ice President-Human ResourcesAnn S. Bowers 52E:--.ecuth·e Vice Presidmt-OpnationsCarl H. Carlson 46Vice President-SalesGene P. Carter 33Vice President John D. Coach 50Vice President, General Counsel and SecretaryAlbert A. Eisenstat 54Vice President-Corporate CommunicationsFrederick \I. Hoar 46Vice President Frederick Rodney Holt 
41Executive Vice President Thomas :\f. Whitney 

Stephen G. Wozniak Vice President 30 
45Executive Vice President-Finance andKenneth R. ZPrbe 

Administration 
48

Peter 0. Crisp 0 Director 
54DirectorArthur Rock 0 

46
Philip S. Schlein° Director 

Henry E. Singleton° Director 6.1 

0 :\fember of Audit Committee and Compensation Committee. 

All directors hold office until the annual meeting of ~hareholders of the Company next following 
their elt'ction, or until their successors have been elected and qualified. Officers serve at tlw discre­
tion of the Board of Directors. Pursuant to the requirements of a common stock purchasP agreement 
enterPd into by the Company in January 1978, Mr. Crisp •xas appointed as a director in substih1tion 
for \fr. Henry S. Smith in October 1980. See "Certain Trar.sactions". The Company has entered into 
an Pmployment agrePment ,,.·ith Carl H. Carlson which expires in September 1981. 

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

Mr. \farkkula has been a director since !\farch 1977 an:i has served as Chairman of the Board 
of Directors sim:P \fay 1977. h, addition. he served as Vice President-\farketing from \fay 
1977 through June 1980, and was promoted to ExecutivP \'ice Presidmt in June 1980. From 1971 
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to December 1976. he was Marketing \fonager at Intr>I Cmporation, a manufacturer of integrated 
circuits. 

\fr. Jobs, a co-founder of tk Company, has ~en·pd as \'ice Chairman of the Board since August 
1979 and as \'ice President since May 1977, and has bee:, a director since March 1977. Prior to that 
tinw, he worked as an enginr<T for two years with Atari, Inc., a computer game~ manufacturer. 

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

Ms. Bowers joined tl,e Company in July 1980 as \'ice P;esi<lent-Human Hcsources. From 
October 1976 through June 1980. ~he served as an independent personnel management consultant 
to high teclmnkg:; ..,;wwth firms. Prior to that time she served as Dir<>ctor 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 \'ice President-Operations in June 1980. From September 1978 until his 
employment by the Company, he was President and a dir.:ctor of Basi,- 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. 

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 \1a•1ager in October 1978 and w.:.s promoted to 
\'ice 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. 

\1r. Eisenstat joined the Company in July 1980 as Vice Pn•sident and General Counsel and has also 
served as Secretary of the Company since Septemher 19S0. From December 1978 to July 1980, he was 
Senior Vice President of Bradford :'iational Corp0ration. a computer services finn serYin~ the banking. 
securities, and health care industries. From DecPmber 1974 through December 1978, he was Vice Presi­
dt•nt and Corporate Counsel of Tymshan-, Inc., an international comµuter timesharing and services 
company. In both of these positio11s, \1r. Eiscnstat was re~pousihle for legal and administrative duties. 

\Ir. Hoar joined the Company in July 1980 as \'ice Prt>sident-Corporate Communications. 
From \larch 1980 until his employmmt with the Company, he was \'ice President-Public Affairs 
and Communications at Syntcx Corporation, a phannaccutic&l compa!Jy. For more than five years prior 
to that time he was Vic<.' President-Communications for Fairchild Canwra & Instrument Corporation, a 
semiconductor manufacturer. 

\-fr. Holt joined the Company as an engineer in February 1977 and became \'ice President­
En~im•P1ing in Marc:h Hl78. From January 1976 until January 1977. ~Ir. Holt was a senior project 
t'11giHeer with Atari, hie. From January 197.5 until January 1976. hr was a senior project t '.1gineer 
for Coherent, Inc.. a laser optics firm. 

Dr. Whitney joinPd the Company in October 1978 as an Executive Vice President. From July 
1974 to October 1978, he was Engineering ~tanager for \'arious divisions of Hewlett-Packard 
Company. In this position. he was in charge of managing hardware and software produeis 
ctt-\·eloprnent. 

\Ir. \Vozniak. a t·o-foundt-r of thr Company. has srrvcd as Vice PrPsident sine<.' \farch 1977. 
was SPcretarv of tht' Compaliy from \larch 1977 to September 1980 and was a director of the Com-
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pany from \larch 1977 to January 1978. Prior to that time, he had been an engineer for Hewlett­
Pae:brd Company for three year". 

Mr. Zerbt:' 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 Exc>cutive Vice 
President-Finance and Administration. From April 1976 to April 1979, he was Senior Vice Presi­
dent of Finance and Administration for American Microsyskms, Inc.. a rnam1facturer of semicon­
ductors. Prior to that time, he was Senior Vice President of Finance at Fisher and Porter Co., a 
rnannfact;Jrer of electronic proc, ':s ;nstrnmcnt::ttion. 

Mr. Crisp was a1~pointed 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''. \Ir. Crisp is also a director of Cmrn and Forster, Eastern Air 
Lines, Inc., Evans & Sutherland Computer Corp., ltf'k Corpontion and Tlwnno Electron Corporation. 

\Ir. Rock was appointed to the Board of Directors in October 1980 and was one of the early 
investors in the Company. ;-ie ha< i1f·en the general partner of Arthur Rock & Associates, a venture 
capital concern, since 1969 and a limited partner of Hambrecht & Quist, one of thC' Repre~entatives 
of the Underwriters for the Company's initial public offering, since January 1980. \fr. Rock is also 
a director of Intel Corporation and Teledyne, Inc. Sec "Certain Transactions". 

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. !vfacy & 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 twent:. years and also serves as a director of Unicoa Corp.. a publicly-held sub<iidiary 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 Compa11y who~e aggregate direct remuneration excPeded 
$.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 Persomil 

Persons in Group Which Served Bonuses( l) Bene6ts(2}
----· - . -- -- ---.---

\ficha..J .,I. Scott President and Chief $ 12.'5,182 $ 12.362 
Executive Officpr 

Gene P. Carter Vice President-Sales 80,091 206,895 

John D. Couch Vice President 81.253 646,734 
Frederick Ho<lney Holt \·ice President 78.5,54 128,148 
Thomas \I. \\11itney Executive Vice President 104,750 2.342.819 
All Officers and Directors as a group 

( 16 persons) $1,473,912 $3,419,703( 3) 

( l) Inc:ludes iiom1ses paid in January 1980 for services rendered in the fiscal year ended Septem­
ber .'30, 1979 and bonuses accrued for all officers and direc:tors as a group during rhe fiscal )'C'ar 
ended S<·ptemher :26, 1980. Such accrued honuses have> not been allocated among, participants 
in the bonm plan and therefore are not included in th<' individual amounts shown in the tablP. 
Set> "K<'y Employee Bonus Plan". 

I Footnotes continued on jo/lmdn~ pcmr) 
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( Footnotes continued from precedin1' page I 

(2) lnclndes ( i) automobile allowanc-es; (ii) $3,2i2.488 rcprc~enting tht• diffen·nce between the 
exercise price of <'ptions exercised by certain officers during fiscal 1980 and tlw fair \·aluc m1 
the date of exercise; and (iii) $106,46-1 representing the differenc:e between tlw rate of 
interest on c:.·rtain officers' and directors' notes to the Company and the average r 1tt> of interest 
( 12.-V7r) at which the Company borrowed money in fisc:al 1980. 

( 3) Ir-dudes b"nefits paid to ::i fon11er director who resigned i11 October 1980. 

Se(• kCertain Transactions" for infon11atim1 concerning indebtedness of certain officers to thr 
Company. 

Key Employee Bonus Plan 

The Board of Direc:tPrs of tlw Company has adopted a bonus plan for managenwnt for the 
fiscal year ending Sept,,mber 25. 1981. The honus pool is dekrinined by a fonnula hast'Cl on annual 
!iales and pre-tax profit margins. before adjustment for cntain itt>ms. Eligiblt> empl(/yees indnd!' th<' 
prt>sident the vit'l'-presidt>nts. direetors of opnations. other kt>y t·mployet.; and urtai11 other employ­
ees. Nitwty perc1nt of th<' bonus pou; is available for award to individuals in certain categorit•s. 
These c,1tegorit•~ are assigned weighted distribution values. which values arc• then us{'d to dekrmin<' 
tlw maximum dollar amount of bonuses avaiiable for indidduals in such categories. Each individual 
is a..itonutieally awarded i(Y;i- of his or her maximum bonus determined pursuant to the W!'ighted 
formula. and the remaining .1o<:c is awarded at the disctetion of the president. The remaining lWr, of 
the total bonus pool is avail,ible for award at tlw discretion of the president to individual, not induded 
in the categories r<'ferred to above. A similar honus nlan has P"en in effect in each of Apple's two 
prior fhcal years. In fiscal 1980, an aggregate of $.554.000 wa~ available as a bonus pool for dis­
tribution under tht· plan. 

Profit Participation Plan t 

The Company adopted a Profit Partrdpation Plan for fi~cal 1980 under which distributions ar<' 
mad<' hv t}w Comp.111y to employl'es in amounts of up to an aggregate of tlort e percent of pre-tax 
t•ar.iiugs. dt•1wndi11g upon thP Company's pw-tax profits for each calendar quart,·r, h('fore adjmtment 
for c1·rtain items. Distrihutio11s under the Profit Participation Plan art' made by the Company 011 a 
quarterly basis within 30 days after the end of the quarter and arC' allocated among eligible 
participants in the proportion that their hase sahry for the quarter hmrs to the aggregate of all 
base salaries of participating emplon>t·s in th?t quartt>r. .-\ll persons employed on a regular basis 
for at least 30 hours per week with a minimum of six months of sen·ice ,vith the Company, with 
the t•,c·t·ption of corporate offic:Prs and dir<>ctors of operations, are digible to participate in the Profit 
Participation Plan. For fiscal l\J80 approximatt•ly !3:"379.000 was prmidt'Cl under the Profit Partici­
p:itio!l Plan. 

Stock Option Plans 

The Comp:my had a l9i8 Stock Option Plan which was tenninat{'CI hy the Board in Decemlw, 
19i9. 111 additio11. the Company has a 1980 Stock Option Plan, adopted hy the Board of Directors 
and approved by the shareholdl'r<. in Dccemher 197l-J, under which a total of 3.200,000 share" of 
Common Stock wt'rt' reserved for issuanct'. aml a 1981 Stock Optior, Plan ( the "l\J81 Plan") -_,.10pted 
by the Board of Directors in October 1980 and approvt'CI hy the shareholders in ,·:,,ember 1980. 
uuder which 1.500.000 shares of Common Stock are rrsPr>:e<l for issuance. See "Description of Stock 
Option Plans... As of :\owmber 30. 1980, options to purchasc a total of 5.6.52.600 shares were out­
•:~anding to employees under the Company's stock option plans. :\o options han· yet been granted 
under the 1%1 Plan. 

The follo,\'ing table sets forth information as to ail options to purchase Common Stock under 
thP stock option plans which Wt're granted to or exerdsnl n\· eertain officers and all officers and 
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direc-!ors as a group durin)! the fisc-al y(•ar ended Sl'ptember 26. HJ80. and inforniation as to um·xcr­
cised option, held hy such 1x·rsons as of :"\ovember 30. 1980. 

All Directors 
and Officer5 

Gene.'.' John D. F. Rodney Thomas \1. as aG..-,;up 
Carter Couch Holt Whitney ( I..~erson~ ) 

Options Granted: 
Number of shares 160.000 43,5.JOO 
Average exercist· prie(· per shan• Sl.31 $2.78 

Options Exercis<?d: 
Number of shares 160J)()O 320.000 HJ6.6.')6 1.120.000 l,!'.lOB.6.56 
Aggregate pnchase price 8 1,5.000 8127..500 S IS.998 S 300.000 S 724,998 
Aggregate fair v:il11e on date of 

exercise 8210,000 876'5.000 Si39.9~6 $2.620J)OO S.'l007.486 
{ r npxerds<•d Cptions: 

Number of shares Hl6.6R~ 481.6kh 
A\'cfa)!;(' excreisP pricl· per share ~ tn

,J . .l •7 ~:!.39 

Employee Stock Purchase Plan 

The Company's Employt'e Stock Purchase Plan {the "Purchase Plan" 1 w.:.s adopted by the 
Board of Directors in October 1980 and app1 n-ecl by the slian?holders in '.'\ove1,1her I9k0. A total of 
1.000.000 shares of Cmrnnon Sto, k are n·st'ned for is,uance ur.,for the Purchase Plan. The Pmchase 
Plan, which is i11kndecl to q11alify under St'ction 423 of tht Internal RPver1nt· Code ot 1954, as 
aml'mlecL is implt•HH'lltnl hy one offering durinir i·ac:h .-,ix-month period and is adminiskred by the 
Board of Directors d the Compa11,· or b,· a committee appointed lw the Hoard. See "Dt·~cription of itH' 
Emph\'. c Stw·k Purch,he Plan". To <latt'. BO share, ha,·e ht:en offu<'d or sold tc employh'S pursuant 
to the Purchase Plan. 

Key Employee Stock Purchase Plan 

In Dt•cemher 1979. the Board of Directors and shareholder:; of tht' Company adopted a Kej 
Em;1lo~ ce Stl)c-k i'mc!iasP Plan which was krmi,ntnl l)\· t!,e Bo,trd of Din·ctors in October 1980. 
A tot.ii of 800.000 shares of Common Stoek was initially n·su-nd for issuance under the plan, of 
which 79S.OOO ~hares lia\'t' heen issut'd. Consider:.tion for the shan-,. which Wt're sold at fair value 
as <let.-rmi1wd by the Board of Din,ctors, w,c payabll' in cash or hy a promissory not<-. The purchase 
agreccn.-.nts undl'r the plan proddt> the Compauy with an opti0n to repurchase the shares at the 
origiHa! s:il price in the cn·nt of tennination of the participants' employrr.ent within spc-cificd 
time period, 

1980 Stock Option Financial Assistance Program 

In December 197½, the Board of Directors and shareholders adopted a Financial Assistan~e 
Program for t:-ie purpost> of assisting optionees under the 1978 Option P'·m and 1980 Option Plan in 
ac-:iuiring sharc-s hy providing hm guarantees cf bank loans to such optionees. Optionees holding 
options exercis 1ble during calendar year 1980 are t'ligiblt> for participation in th: program. The 
Company will p-'1\ide a guaranty to the hank in an amount not to exceed the aggregate purchase r;rice 
.,f the shares plu~ .23<1- of tht· diffc,l'nce lwtwren the aggregate purchast' prict:- of the shares and their 
market price on ~hP date of ext•n:ise, as derermined by the Board of Directors. The shares issued 
upon exercise of the optio,1 must he pledged to the Company as collateral to secure its guaranty. 
Tlw aggregate amcunt tc be guaranteed by the Company pursuant to the program sh,ll not e;,;ceed 
8f;J)00,000. At :'\oH•mher 30. 1980 the Company had outstan 1ing guarantee, nf approximately 
S.1.'>99..5B5 under tht' program representing tht> outstanding amount en ioans m?£1e t0 101 optiom~es 
for the purchase of an a~!_;regak of 2.331,42,'3 shares of the Company's Com.non Stock upon the exercise 
of thl' options. ).fessrs. Carter, Couch and \Vhitney are the only officers currently participating in this 
progran,. \\ :iich was tnniinated hv the Board of Directors. pffoctin· at the end of :'\ovemher 1980. 
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CERTAIN TRANSACTIO~S 

Stt•,TH P. Jobs. Stq>ht·11 G. \\'ozniak and :\. C \larkknh. Jr. may h(· considered ··pronn>ter~-­
of the Cc,mpany \\"ithin the nwauing of tht> rules and regulations promulgated u11der t!w S,·cnritics 
:\ct of 193:3. as arne11d1·d. In \tarch l!-.lii the Compam· sold and i~~ued ;,. \tessrs. Jobs and \\'nzniak 
8.320,000 shares of Common Stock e,1d1 for an aggregate pmehw,,. price of 82.6."i-iA~ eaeh; and iP 

Novemlwr l!-lii the Cornpa11y sold ..;; 1r1 ;ss11ed "i.:3:W.000 shares of Cornmo11 Stoel. tn \lr. \larkl.;ula 
for $91.000. The shares issue] to \tr. \t.~kkula Wl're p.1id for in cash. The shan.•s isq1pd !O \ft'.,,~,. jobs 
am! \Voz11i,1k v·en· issued in exchang, for certain d<·~igns and assets rdat::1g to :\ppit, fir.,t products. 
which were va,ued at their then current value hy \tessrs. Joh~. \Vozniak and \farkkula acting i11 

their capadtit>s as directors of the Company. 

In a private plat·emt'nt in Ja1:uar:: l!-l78 the Company sold an a!.!;!.!;rt"!!atl' of 5..'i:'!0.000 ,han·s of 
Comrnl'n Stock at a pmd1:1,e price of $.OH p<•r ,hart' for an a!!!!H''..(:tle purch,1,e pri,:.· Dr $517.500 io 
a group of privatp investors. Of these shares. 640.(X>0 were pnrehasNl by \tr. .-\rthlll Hock. a dire,._·tor 
of the Company. and :3.200.000 were purchased b~· \'ennwJ.. ..\ ...,odak,. a ,, 11tme capit.1

1 
limit<·d 

partnership of which \Ir. Henry S. Smith. a former director of th,.· Co111pa11y, ,1ml \tr. Pder 0. Crisp. 
:t dirl'etor of the Cc,mpa11}. art· general partners. \tr. Smith and bis succl'ssor. \lr. Crisp, '.\('rt' l'il'd{'(I 
to tht" Board of Din•etor,. p1m 11a11t to a eommo11 , tock purch:,-.<· agrt·<'!lll'l1! a11d n-lated ldkr a!.!;n•e­
ment \\·ith certain major s!tan•holde.-.. "Xt'c-uted in t~:nul'dion \\·ith sud1 pri,·afr plae1·1w·11t. which 
doc11mc11h provide that. so lon!! as \'ennwk A..sociatc, is " L,:~,l.·r of at least .')' r of tlw outst.111dim! 
shares of Common Stock of tht Company, at least o:1e pNsmi nomina:ed by \'enrock As,oti:ite, is to 
he elected to thl' Bllard. In addition. \'enrock Assodatt's purchased 22.:::1 2 :·I :~;,•s ,if f'wfern·d Stock. 
Serie<; .-\. fron1 the Compa11\" in a private placement in September 1978 at a 1,urr· 1,,1se pricP of $9 00 
pn ,h,1n· for an H\!\!ft'l,!ah' pun h,l',t' pric,• of 8199.9YS. Thl",<" ,h,nt·, were s11b,eqm·11tly conn·rted. it, 
ae<~1damT \\ ith their ti,rrn~ int, 1 71 LIO-I shares .1f Common Stlld, , t;i,·i11!! <lfrd to ,11Ji,.eq11, nt .. toek 

~pl its i. 

The follo\\·in!..; tablt· sd<; for· h tlw numlwr of share~ of Cn11rnw1· Stod which Wt>rl' sold to and 
the price paitl therdo, hv offin·r.· and director~ of tlw Comp.rnv otiil'r than the promotn,: 

Datcoi 
Purcha,c 

Priie i:t-r 
Share, Share 

L2'iO_IJOO $ .Ill 11/77
\lidiael \I. Scott ,-,f,SI ()20.000 ('9 1 ) 

( :,1rl 11 ( ·.1r!,on 200J)(JO, 2 : 
100.()')(J, ~ 

Ul(l ) 

1 31, l ' 

10;79 
IO; ')0 

160.000 ()(} 6fi'-. 

160,000 2. ()(} I 79 

40.000, ,1 · l.:3lt51 12/79 

160.(}()(), 2 ,()9( 1, 21)0 

160.000 1· _i_)'Ji 3 i llii-10 

"10.000 2 .09, l 10,1';-,
J,,lm 11. Couch 

'i0.000 2 (I(} 3 i 2/,-,C) 
4/f>OHiOJ)(Ji.r 2: 0911: 

S0.000, !. · l.311 l 4/80 

!60.0001 4 2.75( 1 J 7/1-,0 

S!l0.000 .01 11/77
Fn·dcrid, Hodnl",. Holt 

Y60.000 .091 i S/78 

iOfi.6.'",6, 2 · .19( '.31 2/~0 
!06.f.'>fji 2 , .19 11/SO 

•J-"" 

http:capit.11


iTable contirwl'<l fmm 1irecedin/!. /lfl/!.<') 
Price per Date of 

Shares Share Purchase~;ame 

320.000( 2) .09(] ) 10/78Thomas Whitney 
3:20.()00(2) .09(3) 2/80 
640.()00(2) .ll9( l i 4/"° 
160.()()()( 2) 1.31 ( 1 l 4/S0 

800,000 .31( l l .'5/79 

100,000( 4 l 2.75( l l 7/80 

640.()()0 .(19 1/iRArthur hock 
32.000 .31 7/71,JPhilip S. Schlein 
80,000( 4 l 2.75(6) 4/80 

U20.000 .09 9/7\Iknry E. Singleton 
/.;(),()()(}( 4 ) 2.75(6, 4/!i0 

( 1 ) Payment was made by a 6% promissory nott· du<' fin· y1·ars from it, date and ~eeuwd hv the 

shares purchased. 
( 2 l Heprt'sl'nts ~hart's iss1wJ upoH exercis:· of options und<'r the Compa11\ ·~ stock optio11 plans. 

(.'3 \ Paynwnt wa, made with tht' pnK•1'f"d~ ;if a hank loan guaranh'ed hy the Company. 

( 4 i Repn•st·Hh shares purchased under the 19BO Key Employ<'t· St0<~·k Purchase Plan. St>t' .. \ianage­

m<'nt-Key Employet' Stock Purchas<' Plan". 
1.'51 Pay111t·1.t w,1s made hy a 7r·; promissory nott' due five years from its date and secured by the 

shares purchased. 
i 6) Pavnwnt wa, made by a 7r·< promissory nok due four y.·ars from ii~ date and st-c·un-d bv the 

,hares pmchased. 

The p11rdust· iriet· for tlw share, soid in each ol the foregoing transactions was 1-.:j11al to the
1

fair ,Tahu.. of tht~ share~ at tlH· rcspccti\'c dates of ,ale or option graBt. as de-tenninl-"d hy tLt' C:on1-

p,ul\ ·, g.,,.ml ot Din-ctors. 

Of the amounts 1J,n·ahle by olfict•rs am! director~ of tlw Company with respt•d to the nott-:­
descrihed in the table. \fr~srs. Carlson. Couch. \\'hitm·y and Zerhe haH· 1epaid 87.87.'5, Sl.500. 81.875 
and &'50J)()(J. It'Spt diwk and \tr. Scott ha, rt>p.iid .ill of hi- nr,t<>s in full. At :-m·emher I, l9b0. aH 
other amounb dt>~erihcd in the fon·going tablt· remained outstanding. Also. \kss;s. Carter. {'.,ouch. 
Ih!t and \\'hiim·! were extended loans in au ag!;:r<•gatt' ammrnt of 8563.0:20 during fiscal 19S,.:J by a 
hank uudt'r tlie i9/.i0 Stoel- Option Financial Assistance Program. repayment of which was ~uarantt>ed 
Ly th,· Compam. \Ir. Holt has suhwq1wntly repaid this note i11 full. See ~\tanagen:ent-19.~ Stock 
( )ptimi Fina11cial :\s,isL,nn• Program tt. 

During fist·al }9-;'9. the Compam· exteT1dcd ,. 810(1.(XlO cash loan ~o i.:enneth H. Zerbe at an 
interest rak of 6Cr. This lo:.ln was •epaid prior to s~pteml>t>r 26. I<J50. 111 adJitiou. the Company 
e,tt-mlt'd lo.rn, during fiseal 19/.iO and 1%1 in ag~regate amounts of M4:3.9<XI. 8124.200. and 8107.>;12 at 
,m i11kw,t r«h· of w·; to Thoma; \\.hitllP\·. John Couch. and Carl Carlson. respedin•ly. for tax payrrwnt 

PllfJ)U~t·, 

It :s the curn..nt pnliey of the m,magement of the Cmnpan) that the Compa11y not exh•nd (,l 

guaralltt'e loan, or accept notes from officers. dirt'ctnr~ nr employt'~ of the Company in connection 
\\·ith tlw puri:ha...,· of slun~ of the Company or the payment of ta..-.; liabilities asq:x:iated therewith 
without the app;o\·al of a majority of the disinterested. outside member, of the Board of Director~. 

Such pn!in will ht· in dtt"d until at least December 14t,;2. 

On .\ngw;t 6. 1'1'10. Hamhrt'eht & (.h1ist. on<· of tilt' Rt'pH"'l'lltariH"S of the l'nderwriters tor tlw 
Lomp,m,·, rnit,,d puhlic offerm~. pnrehased for it-. cwli .K(..-iunt a:id the aceouut of certain of its 
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affiliates 40,000 shares of the Company's Common Stock from an employee of the Company at $5.44 
per share for an aggregate purchasP price of $217,600. The $5.44 per sh::ue purchase price was arrivd. 
ai as a msi,lt of arm's-kngth negotiations between the parties. Mr. Rock, a r:lirector of the Company, 
is a limited partner of Hambrecht & Quist. 

CERTAIN SHAREHOLDERS 

TI1e followi11g table se>ts forth infonnation, as uf November 30, iS30, w1ih respect to all share­
holders known by 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 directryrs as a group. 

Shares of Common Stock 
.Beneficially Owned _ 

Number of Perce!lt of 
Name and Adcb-ess Shares Total 

\'enrock Associat,~s 3,801,822 7.6% 
30 Hockefe lier Plaza 
:'\ew York. :'\Y 

Sten:>n P. Job~, 7,542.448 1,5.0 

A. C. \farkkula. Jr 7,029,448( l) 14.0 

Stephen G. \\'ozniak :,? in,231(2) 7.9 
\tkhad \f. Scott i,81 ),23z( 3) 5.6 

Pt>tcr 0. Crisp 3,80l,B22( 4) 7.6 

Henry E. Singl~ton U00.000 2.4 

Arthur ;-{oek o-10,000(5) 1.3 

Philip S. Schltm 112.000 0.9 

All Officers and DinTt<,rs as a group ( 17 persons} 32.0-26.44.'3( 6) (7) 61.8 

(1) Includes (ii 6.97L00,5 shares held of record hy Annas Clifford \farkkula and Linda Kathryn 
\Li.rkkt:la. Trust•>c·s of the Arlin Trust l' /D/T dated \fay 29, 1980, 1.-vhich shares are beneficially 
owned by \tr. \LirUula. and ( ii l 58.3.5.1 shar('s held of re,-ord by tmsts for the benefit of Mr. 
\1arkkub's wife and minor children, as to which he disclaims beneficial ownership. 

Exdudt'~ ( i l l.2-l',.000 shares held of record hy :\fr. \\'vzniak's ,1.-·ife, fron, whom he is separated, 
and (ii\ an aggregate of 12~.000 shares held of record by \tr. Wozniak., 9arents and siblings. 
\Ir. \\'owiak disclaims beneficial ownnship of these shares. 

( ,}"\ E,dudc,., 100.000 ~h.,re:.. wld by \tr. Scott subst,quent to ;-.;owmber .30 1980. See footnote (7). 

Represenb shares lwld of record hy \'enrock Associates. a -venture capital limited partnership. As a 
general p.trtner of Venrock Associates, Mr. Crisp may be dt-eme<l to share votin~ and investment 
power as to all o' such shares. 

Includes 12.800 shares held of n-rord by the \larie R. Getd,e1 h. ,:t, 'or whid1 \tr Pock ac::s 
as tmstc.'t' anJ l'Xi'rcises voting and inyestment power. 

( 6 1 lndudcs ( i \ 2.2.'50 shares held of record by :\Ir. Couch's children. as to which shares he disclah 'ls 
beneficial mniership; ( ii } 101.540 shares held by a trustee in an irrevocable trust for Mr. Hoh: 
( iii l HXHlOO sl,an-s held ~y \fr. Carlson a_,d his wife as trustee for a tmst for their benefit; 
J11d (iv) 4.000 shan-s held of rf'COrd by ~ir. \\,.nitney's children, as to which shares he rlis­

d..1ims beneficial 0\\1Wrship. Excludes 119,944 shares owned by \fr. Henry S. Smith, a former 
diredor of tht· Company \vho resigned in October 1980. 

( 1-·ootnotes continued on /ollou.,ing page) 
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( Footnotes continued from rirecrdinl-( JJal-(e j 

(7) Excludes 100.000. 1.50.000, ,50.000 and .50,000 sharc.s sold by Messrs. Scott, CarlsJn, Zeroe and 
Carter. respcctiwly. to an individual investor, Mr. Charles 0. Finiey, and a company affiliated 
with \'ir. Finky in pr:\'ate transactions pursuant to agreements entered into in November 1980. 
The inve:,tor'; represented that thf' shares are being acquired for investment. TI e closings for 
such sales took place at a purchasl' price of $18.i0 per share. Tl,ese sharcs \\·ere sold by the 
aforementioned officers in reliancc upon the "private placcment" exemption under the Act and 
are con.sequently subject to the restrictions upon resale applicable to privately placed securities 
thrretmder. 

As indicatcd in footnote ( 7) to the table set forth above, four oWcers of the Company have sold 
an aggregate of 3.50,000 shares to :\fr. Charlcs 0. i"inley and his afriliated eompany. These officers 
sold thes<• shar<'s principally to raise cash to pay income taxes and to diversify their investmentc;. 
In the course of entering into these agreements, \fr. Finley requested assistance in obtaining from 
tlw l Tnderwriters of the Compan~-'s r,:•cently completed initial public offering allocations of the shares 
offered thereby. \fessrs. Scott and Zerbt• subsequently wrote letters to \forgan Star.Icy & Co. Inc.,.,r­
poratcd (''\1organ Stanley"), 01w of the Represcntatiws of thc Underwriters of such offering, 
requesting that \Jorgan Stanley attempt to accommodatc \fr. Finley to the extent consistent with 
\lorgan StanlPy's business practices and applicable law. \forgan Stanley dedined to afford Mr. Finley 
any spt'cial consideration in the public offering of the shares offered th,:,reby. An attorney representing 
\Ir. Finley and his affiliated company has threate1wd to sue \tessrs. Sc-ott, Zerbe and Carlson on behalf 
of these prospt·ctivi• purchasers for allegedly failing to use their best efforts and 1400d office~ to assist 
tlwm in obtaining a substantial block of the shares offered thereb:,. 

By virtue of their lwndicial ov.:nership of 15.0%, 14.0% and 5.6% of thc outstanding shares of 
Cor.,mon Stock. rcspectively. and positions with the Company (See "Management-Executive Officers 
and Directors"), \Icssrs. Jobs. \tarkkula :ind Scott may be deemed to be "parents" of the Company 
within the meaning of the rult>s and regulations promulgated under the Securities Act of 1933, as 
aml'ndP<l. 

DESCRIF'TION OF SECURITIES 

The Company's authorized capital stock c,1nsists 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 ~hare on all matters to be 
voted on by shareholders. except that holders are entitled to cumulate their votes in the election 
of dir('ctors. 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
ablP therefor and subject to the prior dividend rights of holders of the Preferred Stock, if any ( see 
"Dividends"). tTpon liquidation or dissolution of the Company, subject to prior liquidation rights of 
the holders of tht> Preferred Stock, if any, the holders of Common Stock are entitled to re,::eive pro 
rata all assds 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 
prO\·isions with respect to such shares. All of the outstar.ding shares of Common Stock are fully paid 
aud nonassssable, and the shares of Common Stock to be soid pursuant to this Prospectus will be 
fully paid and nonassess;-,,hle. 

Preferred Stock 

The Company is authorized to i~sue up to 5,000,000 shares of Preferred Stock, none of which 
is presently outstanding. The Board o' Directors is authorized to determine the dividend rights, 
dividend ratl•, conversion rights, voting rights, rights and terms of redemption, liquidation prefer-
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ences and sinking fund terms on any series of Preferred Stock, the number of shares constit11ting any 
s11ch series and the designation tht>reof. The Company has no present plans to issue any such shares. 

Outstanding Registration Rights 

The holders of an aggregate of 11,136,248 shares of Common Stock sold by the Company pursuant 
to Common Stock Purchase Agreements dated January 31, 1978 and August 9, 1979, and Common 
St,lCk issued upon conversion of Preferred Stock, Series A, sold by the CompaPy pursuant to Preferred 
Stock Purchase Agreements dated August 2,5, 1978 and September 6, 1978, or their transferr .·., ( col­
lectively, the "Holders'') are entitled to certain rights with rPspect to the registration thereof under 
the Securities Act of 1933, a~ c>mended ( the "Act"). Such Holders may requpc• that the Company file 
a registration statement under the Act with respect to such Common Stock. and tl,e Company shall 
use its best efforts to effect such registration, provided that the aggregate 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 numh1·r of shares proposed to be regist~red 
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 rPquest the first such demand registration and the 
Company is ouly required to effect two -;uch registutions. Furthermore, 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 CPrtain registration riµ-hts, the Com!)any is required, each such time. 
to notify each Holder of the proposed registration, and include all Common Stock which such Holder 
ma:· request to be in ;faded in such registrntion; provided, among other things, that the Company ha~ 
the 1ight to limit the number of such shares being registered according to a certain schedule. 

I · olders of ( i) options which have been granted under the 1978 Stock Option Plan or the 
1980 ~,ock Option Plan af1d which are exercisable and (ii) Common Stock of the Company issued 
upon exercise of such options ( collectively. the "Option Shares") are entitled to certain re6istra­
tion rights pursuant to the Option Agreements entered into with the Company. All expenses of such 
registrations are to bP home hy the Company with tht' exception of transfrr taxes. brokerage fees and 
other costs incuned directly by the optionee. 

Subjt>ct to market conditions and other factors. the Company may file another re 1;istration state­
ment on or after April 12. 1981 covering thP sale of sud. amount of thl' Option Sh tres a, may be 
r:quested hy th:· holdt>rs. The Company has agreed that the numher of such Opticm Shares included 
in such registration statement will not exce"d .500.000 shares without the written consent of \1organ 
Stanley & Co. Incorporated and Hambrecht & Quist as to the amount and method of offering. 

Transfer Agent and Registrar 
The First :',;atioual Bani. of Boston is the Transfer A~ent and Registrar of the Company's Common 

Stock. 

Reports to Shareholder, 
The Company intt nds tr) furnish its shareholders with annual reports containing audited fi11ancial 

statements and to distribute quarterly reports containing unaudit('(l financial information for the 
first three quarter, of (·ach fiscal year. 

LEGAL OPINIONS 

The validity of thC' shares offered hereby will be passed upon for the Cvmpany by Wilson, Sonsini, 
Coodric-h & Rosati. a Professional Corporation. 2 Palo Alto Square. Palo Alto. California. 

EXPERTS 

The consolidated financial statements and schedules included in this Prospectw; and dsewhere 
m the· Hegistration Statt'ment haw been examined by Arthur Young & Company, certified public-
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accounta11cs. to the extent and for the p<'riods indic:at<>d in their report with respt•ct thereto, and an· 
included herein in relianc<' 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, \Vashington, D.C. 20549, 

a Hegistration Statement under the Securities Act of 193.3. as amended, with respect to the Common 
Stock offered hereby. This Prospectus does 11ot contain all of the information si·t forth in the Registra­
tion Statement and th,· exhibits ,rnd schedules thereto. For further information with respect to the 
Company and such f' .,mmon Stock. n·krence is hereby made to such Registration Statement. exhibits 

and schedules. 

The Company is subject to the informational reporting n•quirements of the Secu1-ities Exchange 
Act of 1934 and in accordance therewith files reports and other information with the Securities and 
Exehange Commission. Such ffports and other information can he inspected and copied at the Public 
Heference Boom of the Commission, 1100 L Street, N.\\'.. Washington. D.C. 20549 and at the Com­
mission's regional offices at 219 South Dearborn Stred, Chicago. 111. 60604; 26 Federal Plaza. l'\ew York, 
'.\Y 10007; and 10960 Wilshire Boukvard. Los Angeles. CA 90024; and copies of such material ca11 
he ohtained from the Public Rderrnce Section of the Commission. Washington. D.C. 20549. at 

prescribed rates. 
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REPORT OF CERTIFIED PUBLIC ACCOUNT ANTS 

The Board of Directors and Shareholders 
Apple Compuh'r. Inc. 

\Ve have examined the accompanying consolidated balance sheets of Apple Computer, Inc. at 
September 26. 1980 and Septembn 30, 1979 and the rdated consolidated statements of income, sharc­
holdcrs' equity and changes in financial position for each of the thrt'e 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. 011r examinations were made in accordance w:th generally accepted auditing 
standards ancl. aecordingly. included such tests of the accounting records and such other auditing pro­
cedures as W'? considered necessary in the circumstances. 

In our opinion, the statements mentioned aho\"e present fairly thC' consolidated financial position of 
Apple Computer, Inc. at Septemlwr 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. !980 and for the period from Jannary 3. 1977 ( inception of the Corporation) through 
September 30, 1977, iP conformity with generally accepted accounting principles applied on a con­

sistent basis during the period. 

San Jose. California 
Octolwr 31. 1980 
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APPLE COMPUTER, INC. 

CONSOLIDATED STATEMENT OF INCOME 

Revenues ( Note 1): 

Net sales 
Interest income 

Costs and expenses ( Notes I and 10): 

Cost of sales 
Research and development 
Marketing 
General and administrative 
Interest 

Income before taxes on income 

Provision for taxes on income ( Note 4) 

Net income 

January 3, 1977 
( Inception of 

Corporation ) to 
September 30, 

1977 

$773.977 

---~-----· 
773,977----~-------

403,282 
75,520 

162,419 
76,176 

5AD,5
-- -·. ------
722,802 

-----···-· 

51,175 

9,600 

$ 41,575 

September 30, 
1978 

$7,856,360 
27,126 

7,883,486 

3,959,959 
597,369 

1,200,562 
485,922 

2,177 

6,335,989 
--~---~--

1.547,497 

754.000 

$ 793,497 

Earnings per common and 
0$ 8.03common equivalent share ( Note 1) 

·= = 
Common and common equivalent shares 

used in the calculation of earnings per 
16.640.000 31..544,000share 

0 Le~s than $.01. 

See accompanying notes. 
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Fiscnl Year Ended 

September 30, 
1979 

547,867,186 
71,795 

47,938,981
-~----· 

27,450,412 
3,601,000 
4,097,081 
2:,616,36.5 

69,221 

Septt,mber 26. 
1980 

$117,125,746 
775,797 

117,901,543 

67,328,954 
7,282,359 

12,109,498 
6,819,352 

209.397 

37,834,169 93,749,560 

10,104,812 24,151,983 

5,032,000 12.454,000 
~-------
$ 5.072.812 $ 11,697,983 

$.12 $.24 
-- --· 

43,620,000 48.412.000 
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APPLE COMPUTER, INC. 

CONSOLIDATED BALANCE SHEET 

ASSETS 

Current assets: 
Cash and temporary cash investments ( Note 5) 
U.S. Government securities, at cost, which approximates market 
Accounts receivable, net of allowance for doubtful accounts of 

$617,763 ($400,000 in 1979) (Note 5) 

Inventories ( Notes 1 and 5): 
Raw matenals and purchased parts 
Work-in-process 
Finished goods 

Total current a~sets 
Property, plant aud equipm~nt at cost ( Note 1): 

Land and buildings 
\fachinery. equipment and tooling 
Leasehold impnn-emcnts 
Office furniture and equipment 

Less accumulated depreciation and amortization 

'.'\et property, plant and equipment 
Leased efp1ipment under capital leases. net of accumulated 

amortization of $205,3.58 I $32.627 in 1979) ( ;\;ote 6) 

Cost in excess of net assets of purchased business, net of accumulated 
amortization of 813.193 ( Note 3) 

Reacquired distribution rights. net of accumulated amortization of 
$90,022 ( ;\;ote 2) 

Other assets 

See accompanying notes. 
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September 30, 
1979 

$ 562,800 

9,178,311 

6,348,810 
2,98.5,794 

768,113 

10,102,717 
--· --------
19.843,828 

404,127 
384,186 
321,718 

1.110.031 

209,824 

900,207 

195,764 

231,180 
821.170.979 

September 26. 
1980 

$ 362,819 
2,110,710 

17, 441.,066 

19,709,562 
3,773,615 

10,708,443 

34,191,620 

54,106,215 

242,851 
2,688,78i 

710,556 
1,673,225 

5,315,419 
1,311,2.56 

4,004,163 

774,988 

514,592 

5,311,304 
639,079 

$65,3.50,341 

http:1,311,2.56
http:205,3.58
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APPLE COMPUTER, INC. 

co~sounATED BALANCE SHEET 

LIABILITIES ANL' SHAREHOLDERS' EQCITY 

Current liabilities: 
Notes payable to bank ( '.'\ote 5) 
Note payable ( Note 2) 
Accounts payable ( Note 5) 
Accrued liabiiities 
Income taxes payable 
Deferred taxes on income ( Note 4) 
Current obligations under capital leases ( Note 6) 

Total current liabilities 
Non-current obligations under capital leases ( Note 6) 

Deferred taxes on income ( Note 4) 
Commitments and contingencie:, ( :\'otes 5, i, and 10) 
Shareholders' equity ( Notes 1 an ~ ~). 

Common stock, no par value: 
160,000,000 shares authorized, 48,:.396,228 shares issued c.cnd 

outstanding (43,305,6,3:2 in 1979) 
Common stock to lw issued in hminess combination ( '.'\ote 3) 

Rehined earnings ( '.'\ote 5) 

Less notes receivable from shareholders 
Total shareholders' equity 

See accompanying notes. 
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Se!ltember 30. 
- 197H 

5,410)3':'9 
1,720.4.'59 
1,879,432 
2.051,000 

21.823 

11,08,3.593 
203,036 
204000 

4.29i.729 

5.90i.884 

10.205.613 
; 52.5.263) 

9,680,350 

$21.170.979 

September 26. 
1980 

$ 7,850,000 
1,250,()00 

14,495,143 
5,795,945 
7,414,170 

661.000 
253.870 

37,780,128 
670,673 
951,000 

11.428.438 
920,210 

17,605.867 

29,954.515 
(4.<X)5,975) 

2,5.948.540 

$65,350,341 
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APPLE COMPUTER, INC. 

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY 
(See Note 8) 

Notes 
Receiv­

able Total
Converllble Common Sto~k Common From Share­

Preferred Stock Common Stock Subscribed Stock to Retained Share­ holders 
Shares Amount Shares Amount Shares Amount Be Issued E~min~ holders ~qu!~ 

Balance at Jan'.'"-rY 3, 1977 ( inception 
of the Corporation) . . 8 $ $ $ $ $ $ 
Isswmce of comnmn shares to 

founders 16,<>40,000 5,309 5,309 
Common shares s1 ,bscribed 10,480,000 114,625 114,625 
:\'et ineome 41,575 41,575 

Balance at September :Jo, 1977 16,640,000 5,309 10,480,000 114,625 41,575 161,509 
Issuanct' of common shares pre-

viously subscribed . . . . 10,480,000 114,625 ( Hl,'180,000) (114,625) 
Issuance of common shares to in­
• vestors and employt'es 6,256,064 586,,50G ,586,506 
Issuance of common shares to 

officers and directors 4,000,(XJO ~,75,000 (:375,000) 
lssuarn:e of convertible preferred 

shares 78,222 703,998 703,998 
t :\'et ineome --··---- - 793,497 793.497 

Balance at September :30, 1978 78,.:222 703,998 37,376,064 1,08} ,440 835,072 (375,000) 2,21!5,510 
Issuance of common shares under 

·,tock option plan 1,026,464 18\,,20,5 (53,250) 127,955 
hsuanee of corrumm share~ to 

officers and investors 2,400,000 2,3:31,08G (2,50,000) 2,081,08(1 
R~•payments of notes receivable 

fn,:>1 shareholders 152,987 152,987 
Issuance •>f common shares upon 

conversion of convertible pre­
ferred shares (78,222) (703,998) 2,503,104 703,998 

5,072,812 5.072.812:\'et income 

Balance at September 30, 1979 43,305,632 4,297,72() 5,907,884 (525,263) ~.680,350 
Issuance of common shares under 

stock option pians . . . . 4,293,296 4,831,209 (1,399,100) 3,432,109 
fosuance of common shares to 

officers and directors un<ltt key 
employee stock purchase plan 798,000 2,299,500 (2,299,500) 

Repaymtmts of notes receivable 
from shareholder:; . . 217,888 217 ,8813, 

Shares to be issued in business 
920,210 920,2]0combination ( Note 3) 

Net inc-ome 11,697,983 11,697,9~3. 

Balance at September 26, 1980 $ 48,39(j,928 $11,428,438 $ $920,210 $17,605,867 $( 4,005,975) $25,948,540 

~ 
er, Sec accompanying notes. 
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APPLE COMPUTER, INC. 

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSmON 

January 3, 
1977 

( Inception of !"iscal Year EndedCorporation) to 
Septt>mber 30, 

1977 
September 30, 

1978 

Sources of working capital: 
Working capital pro~ided 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 
operaticns 49,632 855,553 

Issuance of common shares, net of note, 
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 sharehoiders 
Non-current obligations under carital 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 workiniz 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 ~0,2~ 278,410 

Increase in working capital 8109,308 $1,867,647 

Changes in components of working capital: 
Increases ( decrea~es) in current assets: 

Cash and temporary cash investments 2!,420 750,9()9 
U.S. Government securities 
Accounts receivable 178,648 1,201,239 
Inventories - 182,188 1,637,831 
Prepaid taxes on i'lcome 3,400 64,600 
Common stock subscriptions receivable 114,625 (114,625) 

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

;,,;otes payable to bank I 0:0,000 (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 
CurrPnt obligations under capital leasts 

__393,0~ 1,672,307 

Increase in working capital $109,3~ $1,867,647 

See accompanying notes. 

September 30, Septt,rnber 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,%8 

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 lu,97.i.::.16 

$ 6,783,280 $ 7,56~852 

$ (212,529) $ (199,981) 
2,)10,710 

7,798,424 8,.'!62,755 
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,COO) 

21,823 23i,047 

9,017,313 26,696,535 

$ 6,783,£80 $ 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 sig1..ficant intercompany accounts and transactions. 
Minority interests in subsidiaries are immaterial. 

Provision for doubtful c;ccounts 

Provisions for doubtful accounts were $10,000, $125,C00, $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 an 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: 

:Estim&ted Life 

30 yearsBuildings 
Machinery, equipment anci tooling 3-7 years 

Life of lease or four years. Leasehold improvements 
whichever is less 

Office furniture and equipment 3-5 years 

Stock splits 

In April 1979, May 1980 and Septemter 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 commo11 shares and per share amounts for all periods presented reflect the 
effects of the stock splits. 

Fiscul year 
In fiscal 1980, the Company changed from a Sept( mber :30 fiscal year-en<1 to a fiscal year ending 

on the last Friday in September. 

Earnings per common and common squivolent share 

Earnings per share were computed using the we;ghtcd average number of common shares out­
standing and common shares issua½le upon the exercis~ of outstanding options ( assuming the proceeds 
would be ustd to purchase trem,L1ry 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 rnmings per share for 1979 to reflect the retrwctive application of 
Financial Accounting Standard, 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 i,1crease earnings per share in 1979 by $.01. 
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NOTES TO CON~OLIDATED FINANCIAL STATk. •. 'ENTS-(Continued) 

Investment tax credits 
Tne Company accounts for investme,,t tax :::redits •'.sing the flow-through mett:..:rl. 

Industry segment and geographic ir:formatic:; 
The Company designs, develops, produce5, 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 ,}nd ~980. Sales to certain distributors accounted 
for more than 10% of revenues prior to changes in dis:crihution arrangements ( see Notes 2 and 3). 
The Company has had no significant foreign operatiom. Export sales including sales in Canada, made 
1rimarily through the Company's former distributor of products in foreign countries ( see Note 2 ), 
c mprise 14%, 24% and 25% of ':otal consoiidited sales in 1978, 1979 and 1980, respectively. 

2. Product distribution ammgements 

Until March 1980, the Company's products were sold primarily through distributors. Effective in 
March 1980, the Company cancelled all dome<,tic distribution agrecmer>t~ in accordance with their 
terms and began sel!ing 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 ex-pire in September 
1984, were acquired from a distributor wd are being amortized using the straight-line method over 
four years. In connection \\.ith the purchase the Company issued an 11%, $1,250,000 promissory note 
payable Fd:,ruary 15, 19Bl. The Company also repurchased, for approximately $2,800,000, the dis­
tributor's Apple inventory a;iJ offset the amount against amounts O"-';ng to the Comp my. 

3. Business combination 

Effective June 30, 1980, the Company agreed to i;;:irc':!.«se all of the Gutstanding common stock 
of a fonner distributor of Apple products, OBI. The P'L'rchase price, $920,210, is to be paid by the 
issuance of the Company's common stock. The actual number cf common shares to be issued ( esti­
mated by the Company to be 115,000) is dependent upon the Jutcome of negotiations currently in 
progress. The resulting cost in excess of the net OBl assets acquired, $527,785, is being amortized on 
the straight-line method over ten yeaff. The effect of this acquisition on sales and income is immaterial. 

4. Taxes on income 

The provision for taxes on income consists of the following: 

January 3,
1977 tll 

Fiscal Year Ended 

Sq;tember 30, 
1977 

September 30, 
1978 

September 30, 
1979 

September 26, 
1980 

State: 
Cw-rent $5,(J()() $15!,00) $ 555,000 $ 2,205,000 

Deferred (prepaid) (40<: l _ (11,00~) 360,000 (272,000) 

4,600 140,000 915,000 1,933,000 

Federal: 
Current s,oon 642,0CO 2,186,000 10,893,000 

Deferred (prepaid) _S3,0(V:) (28,000) 1,9,11,000 --- _(372__,()()_()) 
C::1\111 
•J,VV ~ 

C!.1 ,4 {VV\
U..L':t,VVV 4,lli,000 :i0,521.000 

Provision for taxes on income $9,600 $754,000 $5,032,000 $12,454,000 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued) 

Deferred (prepaid) taxes on income re:mlt 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: 

January 3, Fiscal Year Ended1977 to 
September 30, September 30, September 30, September 26, 

1977 1978 1979 1980 
Bad debt, warranty and advertising 

provisions $(1,SOO) $(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 29.2,000 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 proYision for taxes on income differs from the amount computed by applying the statutory 

federal income t1",< r"'Je to income before taxes. The reasons for the differences and the tax effect 
of each are as foUows: 

January 3, Fiscal Year Ended1977 to 
September 30, September 30, September 30, September 26, 

1977 1978 1979 I98u 
Computed expected tax, net of surtax 

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

benefit 2,400 73,000 490,000 1,044,000 
Investment tax credits (5,600) (25,(lOO) (77,000) (197,000) 
Other 1,700 (23,500) ~2,000) 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 recdvables and an additional $5,000,000 based upon certain items of inventory. The interest 
rate is t.1ie bank's prime rate plus ¼%. Any amounts due to the bank under the in;entory line 
($1,850,000 at September '26, 1980) may be converted, at the Company's option, to a term !cau payable 
in 48 monthly installments beginning March I, 1981 at the bank's prime race plus ¾%. 

Letters of credit of $3,442,169 m,blanding at September 26, 1980 further r;duce availability 
of the $15,(Y.)0,000 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,:100 and $3,150,000 under the receivable and inventory portions of the line, 
respectively. 

Borrowing, are secured by the Company's receivables and inventory. The agreement contains 
provisions prohibiting payment of any cash dividends without bank autaorization and requiring 
maintenance of specified levels of worUng capital and tangible net worth. In accordance with ti;<! 
agreement, the Company has paid a $112,500 commitment fee t<J the bank. 

The inventory line requires the Company to either maintain eompensating balances equal 
to $250,000 plus ten percent of the average duly outstanding balance under the line or to pay fees 
in lieu of the compensating balances for periods in which the required balances are n.:>t maintained. 
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NOTES TO CONSOLIDATED FI.~ANCIAL STATEMENTS-(Continued) 

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

6. Obligations under capital leas,:s 
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 hcing 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 $ 92,5,000 

7. Commitments 
Lease commitments 
The Company operates in leased facilities and also 1!,ases 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,COO, $2,489,000, $2,140,000, 
$1,i39,000 and 82,208,000 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 tb· Industrial Development 
Authority of Ireland (IDA), an Irish government agency, whereby the Company agreed to estiiblish 
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 $16,000,0'JO. 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 timt; 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 Direc~ors 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 arid 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 tnan $.03 per $hare. Options 
granted under the 1978 plan become exercisable over varying periods and expire seven years after 
the grant date. This plan was tenninated in December 1979. Subsequent cancellations arc 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 '.l.dopted 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 he 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 ex-i.Jire 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 8,000,000 
Authorized increase 2,000,000 
Options granted (11,621,600) 11,621,600 2,850,150 $ .09-$1.31 
Options exercised 
Options cancelled 1,530,656 

----·---

(1,026,464) 
(1,530,656) 
---- --

(114,856) 
(146,999) 

$ .09-$ .81 
$ .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 v,775,725 $1.31-$6.00 
Options exercised 
Options cancelled 33,600 

(4,293,296) 
(356,012) 

(1,439,495) 
(187,221) 

$ .09-$2.75 
$ .19-$1.31 

Balance at September 26, 1980 1,352,600 7,180,972 $7,737,304 $ .0i}-$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 appmval, 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 offk-ers, 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 wa,; the fair value at the date of sale, as determined by the Board of Directors. At September 

50 

52 



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued) 

26, 1980, 798,000 shares 0f common stock had heen issued undC'r this plan. Certain of the share~ 
sold under this plan are subject to repurchase by the Company at the original sale price if th,, 
empioyees leave the employ of the Company within specified periods of time. 

Employee Stock P«hrtase 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 provide~ that sub:stantially all employees may purchase stock at 85% of its fair market 
value at certain specified dates. Purcha~es 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 hy officers and employees under the 
Company's stock option plans. The notes receivable relating to pxercise of stock options include 
both the proceeds from the exercise and up to 23% of the difference, if any, betv,-een the aggregatP 
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 percentagt• of the principal amount of the notes paid. There 
were 4,179,000 common shares pledged as colbteral 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 hav~ hee11 

employed for at least six months. Distributions under th1• plan are based upon pretax profits, as 
defined, for each calendar quarter. The amount of the distdbution 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 qm\rter. 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 
certain key employees. The amount of the distribution can vary from zero to seven percent of pretax 
profits, depending upon annual sales and pretax profits, as defined. Payments under the plan shall 
be made hy ,January 1.5 of the year following the fiscal year in which the distribution is accrued. 
For the years ended Sept':'mber 30, 1979 and September 26, 1980, approximately $456,000 and $554,000, 
respectively, were provided under the plan. 

IO. Litigation 
In June 1980, a former distributor ( High Technology, Inc.) filed suit against the Company alleg­

ing, among other things, violation of federal antitrust laws, breach of contract and tortious interfer­
ence with contractual relationships. The complaint purports to state individual but overlapping 
claims, the largest of which is for $11,750,000 in damages, a~ well as alleging treble damages, puni­
tive damages, and claiming attorneys' fees and costs. Another former distributor ( Omega Northwest, 
Inc.) filed suit against the Company in >.fay 1980 seeking trehle damages in an unspecified amount, 
equitable relief and attorneys' fees and costs. The complaint alleges breach of contract, violations 
of state franchise protection and state antitrust acts, and defamation. In the opini011 of the Company's 
management, the outcom,, of the litigation will result in no material loss to the Company. Refer to 
"'Litigation"' section of the Prospectus for a more complete description of this pending litigation. 
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PART II 

INFOR\t:ATION NOT REQUIRED IN PROSPECTU 

Item 21. !\farketing Arrangemt'nts 

See "Shares Eligible For Future Sale" in the Prospectus. 

Item 22. Other Expenses of Issuance and Distribution 

Registration fee $ 65,491 

Blue Sky fees and expenses" 

Printing and engraving expenses 0 

Legai fees and expenses" 

Accounting fees and expenses" 

Miscellaneous 0 

Total 0 $ 

"To be filed by amendment. 

Item ;>,3. Relationship with Registrant of Experts Named in Registration Statement 

No expert named in the Registration Statement as having prepared or certified any part thereof 
was employed for such purpose on a contingent basis or, at the :ime of such preparation or certifica­
tion or at any time thereafter, had a substantial interest in the Company or any affiliate or was 
connected with the Company or any subsidiary as a promoter, underwriter, voting trustee, director, 
officer or employee. Arthur Young & Company has advised the Comp:my that neither it, nor any of its 
partners, had d:iring the period covered by the financiai statements contained in this Registration 
Statement or has now any direct or material indirect financial interest in the Company or any 
subsidiary. 

Item 24. Sales to Special Parties 

See "Management-Stock Option Plans", "Management-Key Employee Stock Purchase Plan" 
and "Certain Transaclions" in the Prospectus and Item 25. 

Item 25. Recent Sales of Unregistered Securities 

Since November 1, 1977, the Registrant has sold and issuul the following unregistered securities 
( as adjusted for the stock splits referred to in ( 12) below): 

( l) During the period the Registrant sold and issued an aggregate of 5,759,844 shares of 
Common Stock to key employees for cash or notes in the aggregate amount of $1,793,340 pursuant 
to the exercise of stock options under the Registrant's 1978 Stock Option Plan and 1980 Stock Option 
Plan ( Exhibits 10.31 and 10.32). The promissory notes were 6% full recourse notes secured by the 
shares purchased upon exercise of the optim,. 

( 2) During the period the Registrant sold and iss·· c•d an aggregate of 798,000 shares of Common 
Stock for notes in the aggregate amount of $2,299,50f.\ pursuant to the 1980 Key Employee Stock 
Purchase Plan ( Exhibit 10.28) to the following key employees and directors of the Company: 

Gene P. Carter 

Thomas G. Hong 

Philip S. Schlein 

Henry E. Singletoii 

Henry S. Smith 

I~enneth R. Zerbe 
Albert A. Eisenstat 

Thomas Lawrence 

Michael Muller 

John Scx,tt 
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The notes are 7% full recourse promissory notes secured by the shares purchast:d. 

(3) On November 17, 1977, the Registrant sold and issued an aggregat.e of 10,480,000 shares 
of Common Stock a.t 8.0109375 per share for an aggregate amount of $114,625 to the follm.ving 
employees: 

A. C. Markknla, Jr. 
Michael M. Scott 
Freden:ck Rodney Holt 
James A. Martindale 

( 4) On January 31, 1978, the Registrant entered into Common Stock Purchase Agreements 
( Exhibit 10..3) with the following investors: 

Venn.,<{'k Associates 
Sequoia Capital 
Sequoit1 IV 
Arthur Rock 
Andre L Sousan 
Andrew S. Grove 

Pursuant to these agreements, a total of 5,520,000 shares of Common Stock was sold .'nd issued 
at $.09.375 per share for an aggregate amount of $517,500. 

(5) On or about June 14, 1978, the Registrant sold and issud an aggregate of 576,000 shares of 
Common Stock at $.09375 per share for an aggregate amount of 5,54,000 to the following employees: 

\Vendell Sander 
Gene P. Carter 
Phillip Roybal 
Andre L. So'.lsan 

( 6) On August 16, 1978, the Registrant sold and issued an aggregate of 3,040,000 shares of 
Common St0ek at $.09375 per ~hare for an aggregate amount of $.285,000 to the following employees: 

Frederick Rodney Holt 
Michael M. Scott 
Andre L. Sousan 

(7) On August :!5, 1978 and September 6, 1978, the Registrant entered into Preferred Stock 
Purchase Agreements ( Exhibits 4.2 and 10.4) with the following investors: 

Continental Illinois Venture Corporation 
Venrock Associates 

Pursuant to these agreements, a total of 78,222 shares of Prnferred Stock, Series A, of the Com­
pany was sold and issued at $9.00 per share for an aggreg,1te amount of $703,998, which shares were 
subsequently converted into Common Stock. 

( 8) On September 30, 1978, the Registrant sold and issued 1,120,000 shares :-.,f Common Stock 
at $.09375 per share to Henry Singleton, a director of the Company, for an r,ggregate amount of 
$105,000. 

( 9) On June 2.,5, 1979, the Registrant issued 8()1J,00.) shares of Common Stock at $.3125 per 
share to Kenneth H. Zerbe, an officer of the Company, which shart>s were sold pursuant to a Stock 
Purchase Agreement dated May 7, 1979. Payment was mt.de by a 6% full recourse promissory note 
due May 7, 1984 in the amount of $250,000. 

( 10) On August 9, 1979, the l,f gistrant entered iuto Common Stock Purchase Agreements 
( Exhibit 4.1) with the following investors: 

Brerntwood Capital Corporation 
Broventure Company, Inc. 
Cuyahoga Managqnent Corporation 
Fifty-Third Street Ventures, foe. 
First Century Partnership 
Hellman, Cal Investment Associates 
Hixon Venture Company 
Geraldine and David Karetsky 
Morganthakr Assodates 
Nautilus Fund, Inc. 
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Newmarket Cmnpany. Ltd. 
Nortcorp, Inc. 
L. F. H.othschilcl, l.111terbng. Towbin 
Saroflm Trust Co. 
George Simon 
Xerox Corporation 

Pursuant to these agreenwnts, the Re~istrant sold and issued 894,864 shares, and certain selling 
shareholders sold :3,938.280 shaff~. of Common Stock at $1..'3125 per share for an aggregate amount 

of $6,343.501..50. 

( 11) On July 2, 1979, tlw Registrant sold, and on November 2. 1979 issued, 32.000 shares of 
Common Stock at $.3125 p,-r share to Philip S. Schlein, a dir,·ctnr of the Company, for an aggregate 

amount of $10,000. 

( 12) On April 27, 1979. May 14, 1980, and Septemtwr 26, 1980, the H.cgistrant effected four• 
for-one, four-for-one, and two-for-one stock splits, respectiveiy, whereby each 0utstanding share of 
Common Stock was split up and conv::-rted into four, four, and two shar,·s, respectively, of Common 

Stock. 

Except for the ~tock splits and the issuances pursuant to the 1978 Stock Option Plan and the 1880 
Stock Option Plan, the sales and issuances of securities in the above transactions were deemed to be 
exempt from registration under the Secmities Act of 1933, as amended (the "Act"), prii,ci;Jally by 
virtue of Section 4( 2) thereof as a transaction not invohing an;' public offe1ing. The recipients in 
each case represented their intention to acquire the securities for investment only and not with a view 
to the distribution thereof; appropriate legends were affixed to the stock certificates is: ued in such 
transactioM. Similar representations of invescment intent were obtained and legends imposed in 
connection with any subsequent sales of any such securities. All recipients had adequate access. 
through empioymrnt or other relationships, to information about the Registrant. 

Issuances of optiom and Common Stock upon the exercise of such options under the Registrant's 
1978 Stock Option Plan and 1980 Stock Option Plm, were made in reliance on the Fxemption contained 
in Section 3( a) ( 11) of the Act as part of an issue offered and sold only to persons resident within the 
State of Californ,a, the Registrant's state of incorporation and principal place of business. The recipients 
in most cases re:iresented that they were. both at the time of grant of the option and at the time of 
exercise thereof, a bona fide resident of the St1te of California purchasing for his or her own account 
exdmi,·ely. In the case of nonresident optionees. the exercisability of the option is expressly condi­
tioned upon bona fide residency in the State of California at the iime of exercise. Appropriate legend~ 
were affixed to the stock cntificates issued pursuant to all option exercises. Representations of 
residency were also obtained in co:inection with a.II subsequent sales of such securities. 

vVith respect to tl,e issuance of sh1res i11 connection with the Common Stock spiits described 
in Item 25( 12 ), exemption from registration under the Act was claimed under Section 2( 3) thereof 
in that the shares were issued in a transaction not involving a "sale"' of securities as such term is 

used in Section 2 ( 3 ) of the Act. 

Item 26. Subsidiaries of Registrant 

Listed belnw are all st:bsidiaries of the Hegistrant, as well as thP ji!risdietion under the la\\'s of 
which they were organized and the percentage of shares of voting stock of the Company's subsidiaries 
owned by the Compan~'· The financial statements of each subsidia•·v are included in the Re1;istrant's 

consolidated hnancial statements. 
State of ju, is-

diction or 
l:ear 

Snbddiary Per-

Name Organization W as_g_n;anized centage 

Apple Computer Inc., Limited 
Apple Computer Limited 
The Keyboard Company, Inc. 
Apple Computer Marketing Gmbh 
Apple Sales Corporation (DISC) 
Orange C,irporation 

Ireland 
Ireland 
California 
West Germany 
California 
California 

1930 
1980 
1979 
1980 
1978 
1980 

100% 
100% 
1()()% 
98% 

100% 
100<;;-

Item 27. Franchises and Concessions 

Not applicable. 
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Item 28. Indemnificatic..i of Directors and Officc,s 

Section 317 of the Californi., Corporations Co<le authorizes a court to award, or a corporation's 
Board of Directors to grant, indemnity to directors and officers in terms sufficiently broad to permit 
such indemnificatmn under certain circumstances for liabilities ( including reimburst.•ment for expenses 
incurred) arisiilg under the Act. Refen'•!ce is made to Article- VI of the l'nderwriting Agreement 
contained in Exhibit I.I to the Rer~istration Statement on Form S-1 (Reg, No. 2-69797). indemnifying 
officers and directors of the Registrant against certain liabilities. 

\fr. Crisp's liability under the Act in his capacity as a director of the Company is covered by 
a directors' and officers' policy of indemnification paid for by Venrock Associates. 

Insofar as indemnification for liabilities arising under the Act may be permitted to directors, 
offict·rs and controlling pt·rsons of the Registrant pursuant to the California Corporations Code and 
the UndernTiting Agreement. the Registrant has been informed that in the opinion of the Securities 
and Excnange Commission such indemnification is against public policy as expressed in the Act. 
and is therefore unenforceable. In the f'WTit that a claim for indemnification against such liabilities 
( other th:m the paymn1t hy the flegistrant of expenses incurred or paid by a director, officer or 
controlling person of the Registrant in a successful ddense of any action. suit or proceeding) is 
asserted by such director. officer or controlling person for liabilities arisiniz under the Act in ron­
nection with the sl'curities being registered hereunder. the Registrant wiil, unless in the opinion 
of it~ counsel the question has already been setti,.d by controlling precedent. submit to a court 
of appropriate jurisdiction the qm-stion of whether such indemnification by it is against public 
policy as expressed in the .-\ct and will be govPnwd by the final adjudication of such issue. 

Item 29. Treatment of Proceeds from Stock Being Registered 

:\'ot applicable. 

item 30. Financial Statements and Exhibits 

(a) Financial Stah,meut~ 

1 l \ IncludPd in th(· Prospectus: 

Report of Certified Pubiie :\ctrnmtants 

Consolidated statement of incom(· for eac·h of the t.hret' years in the period ended 
Sl·ptember ::6. 19/iO anci for the period from January 3. 19i7 ( incPption of the 
Corporation) through Septemher '..10. 1977. 

Consolidated balance sheet at September 30. 197!:J and September ::6, l!J80. 

Consulidated statement of shan,holders' equity for each of the three ;Tars in the 
period ended St·ptemher ::6. 1980 and for the period from January 3. 1977 ( inception 
of th!' Corporation) to September .30. 1977. 

Consolidated stattment of changes in financial position for eaeh of the three yPars in 
the 1wriod ended September ::6. 1980 and for the period from January 3, 1977 
( inception of the Corporation) to September 3U. 1977. 

\:otc, to eonsolidaied financial statemenh. 

1:: 1 Included in Part II of th<' RPgistration Statement: 

Report of Certified .Puhiie Accountants ( incorporated by reference from the prosptthis) 

Schedules for the tt,ree years in the period ended September 26. 1980: 

Sched11le II-Amounts rl'ceivable from reiated parties and undenniters, promoters 
and employl't.-s other than related parties. 

Scheclule V-Property. plant and equipment. 

Schec.ule \'!---Accumulated depreciation and amortization of property, plant and 
equipnwnt. 

Schedule VII--Guarantees of securities of other issuers. 

Schedule \'!II-Valuation and qualifying accounts. 

Schedule IX--Short-term borrO\\ings. 

Schedule X-Supplementary income statement infonnation. 

All other schedules are omitted because they are not required. or ar(' not applicahlP. or the 
information is included in th(' consolidated finandal statenwnts or notes thereto. 
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Historical financial information has bet>n omittPd because it is not required, or it is not applicable, 
or the informati(,-- is otht>rwise included. 

Financial Statements of Apple ComputE'r. Inc. arP omitted sincp it is primarily an operating 
company and all subsidiaries included in the Consoliaated Fi,mncial Statements being filed, in the 
aggregate, do not have minority equity interests and/or indebtedness to any person other than the 
registrant or its consolidated subsidiaries in amounts which together exceed five percent of the total 
assets as show-n by the most recent year end consolidated balance sheet. 

(b) Exhibits 

Ei<hibit 
Number 

2•0.! Memorandum of Understandir.g dated March 24, 1980 betwee11 Registrant and 
OB-1 Inc. 

2.2" Settlement Agreement dated April 30, 1980 between Comp~hop, Inc. and 
Registrant. 

2.3° Registrant's acquisition of distribution rights and certain assets of Eurapple, 
dated August 6, 1980. 

2.4• Memorandum of Understanding between Registrant and Microsense. 

3.1° Articles of Incorporation, as amended. 

3.2° By-Laws, as amended. 

4.1° Stock Purchase Agreement dated August 9, 19i9 between Registrant and certain 
purchasers. 

4.2° Preferred Stock Purchase Agreement dated August 25, 19i8 bet:.veen Registr..mt 
and Continental Illinois Venture Corporatior.. 

5.1 Opinion of counsel as to legality of securities being registered. 

10.l • Reference Exhibit 4.1. 

10.2" Reference Exhibit 4.2. 

10.3" Stock Purchase Agrt>ement dated January 31, 1978 between R •istrant and 
certain purchasers. 

10.4° Preferred Stock Purchase Agreement dated September 6, 1978 between Registrant 
and Veurock Associates. 

10.5° Reference Exhibit 2.3. 

10.6'' Credit Agreement dated July 15. 1980, as amended between Regh;trant and Bank 
of America NT & SA. 

n.7° Equipment Lease Agreement dated April 30. 1980, as amended, between Regis­
trant and B.A. Leasing Corporation. 

l.0.8" Central Purchasing and Product Agreement between Registrant, as Seller, and 
ComputerLand, as Buyer, dated March 24, 1980. 

10.9° Equipment Purchase Agreement between Registrant, as Buyer, and Qume Cor­
poration. as Seller, dated May 1, 1980. 

IO.HY' Cross License Agreement between Registrant and Hewlett-Packard Company 
dated September 1, 1980. 

10.11" Agreement between Registrant and Bell <lt Howell Company dated April 11, 1979. 

10.E'' Computer Software Agreement dated June 1, 1979 between Registrant and High 
Technology. Inc. 

10.13° Computer Softv,are Agreement dated April 27. 1979 between Registrant and 
Micom International, Ltd. 

10.14" Purchase Agreement dated '.\fay 16, 1980 between Registrant and Personal 
Software, Inc. 

"Previously filed with the Company's Registration Statement on Fnrm S-1 ( Reg. No. 2-69797). 
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Exhiuit 
Number 

10.15" Lease, as amended, for 10260 Bandley Drive, Cupertino, California, dated 
October 13, 1977, between Registrant and Lazaneo Investments. 

10.16" Lease for 10455 Bandley Drive, Cupertino, California, dated February 26, 1979, 
between Registrant and Cupertino Brown Invesbnents. 

10.17° Lease, as amended, for 10460 Bandley Drive, Cupertino, California, dated 
March 7, 1979, between Registrant and Cupertino Industrial Associates. 

10.18° Sub-lease for 10443 Bandley Drive, Cupertino, California, dated July 1, 1980, 
between Registrant and Plantronics, Inc. 

10.19° Lease, as amended for 10260 Bubb Road, Cupertino, California, dated Novem­
ber 7, 1978, between Registrant and Renault & Handley Employees Invest­
ment Co. 

10.20" Lease, as amended, for 10-240 Bubb Road, Cupertino, California, dated Nevem­
ber 13, 1978, between Registrant and De Anza Enterprises. Ltd. 

10.21° Lease for 10275 N. De Anza Boulevard, Cupertino, California, dated April 25, 
1980, hetween Registrant and Gaetano DiVittorio. 

10.22° Lease, as amended, for 232 Java Drive, Sunnyvale, California, dated March 18, 
1980 between Registrant and Mozarf Family Trust. 

10.23° Lease for 2724 Realty Road, Carrollton, Texas, dated May 14, 1980 between 
Registrant and Centre Development Company, Inc. and Option Agreement 
between same parties dated May 20, 1980 for the lease of additional property. 

10.24° Lease for Buis Ter Heidew.:-g 46-48, Zeist, Netlwrlands, dated June 5, 1980 
between Registrant, and Centraal Beheer Pensionverzekering, N.V. 

10.25° Offer of Employment from Registrant to Carl H. Carlson dated August 13, 1979. 

10.26° Consulting Contract !-,.,tween Registrant and Andre L. Sousan dated August 6, 
1980. 

10.27° Schldule of Officer loans and fonn of promi~sory note. 

10.28° Registrant's 1980 Key Employee Stock Pm-chase Plan and form of Purchase 
Agreement. Pledge Agreement and Note. 

10.29° Sur_1mary of Registrant's 1980 Kt>y Emrloyee Bonus Plan. 

10.30° Schedule of automobile leases for Registrant's officers. 

10.31 ° Registrant's 1978 Stock Option Plan and fom1 of Stock Option Agreement. 

10.32° Registrant's J9S0 Stock Option Plan and form~ of Stock Option Gra.,t, Stock 
Option Agreement, and Not;ce of Stock Option Agreement for California 
residents and non-residents. 

10.33° Registrant's 1981 Stock Option Plan. 

10.34° Registrant's Employee Stock Purchase Plan. 

10.35° Summary of Registrant's 1981 Key Employee Bonus Plan. 

10.36° Computer Software Agreement dated March 7, 1980 between Registrant and 
Steve Shank. 

11.l 0 Computation of Earnings per Common and Common Equivalent Share. 

16.1 Hefercnce Exhibit 10.31. 

16.2 Reference Exhibit 10.32. 

16..'3 Rcfrrer .:c Exhibit 10.33. 

16.4 Reference Exhibit 10.:34. 

22.1° List of Subsidiaries. 

(c) Not applicabie 

0 Previously filed with the Company·s Registration Statement on Fonn S-1 (Reg. No. 2-69797). 
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UNDERTAKINGS 

Subject to the ,erms and conditions of Section 15( d) of the Securities Ex,~hange Act of 1934, 
the undersigned Registrant hereby undertakes to file with the Securities and Exchange Commission 
such supplementary and periodic information, documents and reports as may be prescribed by 
an:; rule or regulation of the Commission heretofore duly adopted pursuant to authority conferred 

in that section. 

The Registrant agrees to file, if requested by the Commission, an)· long-term debt instrument 
described in "Instructions as to Exhibits to Form 5-1" which does not exceed 10% of its total 

consolidated assets. 

The Registrant hert>by undertakes to transmit or cause to he transmitted to all employees partici­
pating in the plans, who do not otherwise receive such material as shareholders of the iss•J.er, at the timt' 
and in the manner such material is sent to its ~hareholders, copies of all reports, proxy statements and 

other communications distributed to its shareholders generally. 

The Registrant hereby undertakes: ( 1) to file any pn,spectus required by Section Hi( a) (3) as 
a post-effective amendment to this registration statement; ( 2) that for the purpose of determining any 
liability under the Act eac~1 such post-effecth-e amendment and each filing of the Registrant's annual 
report pursuant to Section 12 or 15 (d) of the Securities Exchange Act of 1934 shall be deemed to be a 
new registration statement rdating to the securities offered therein and the offering of such securities 
at th?.t time shall be deemed to be the initial bcna fide offering thereof: (:3) that all such new re:gistra­
tion statements ,vill comply with the applicable forms, m 1es and regulations of the Commission in effe<:t: 
at the time suc'.1 post-effective amendments or annual reports are filed; and (4) to renK>Vl' from 
registration by means of a post-effective amrndment any (If the securities being ~egistered which 

remain unscld at the termination of the plans. 
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SIGNATURES 

Pursuant to the requirements of the Securitiie,!; Act of 1933, tlile Registrant, Apple Computer, 
Inc., a corporation organized «nd existing under the laws of the State of California, has, duly 
caus,ed this Registration Statement to he signed on its behalif hy ~he undersi~:ned, thereunto duly 
authorized, in the City of Cupt!rtino, State of CaHfomia, on the 50i/1\ day of December, 1980. 

APPLE COMPUTER, IN(:;. 

By /J-11 / w;t2, ff 
~~«,~~.[_/_~~------~--- -

( Michael ~.t, Scott) 
(PresiMnt) 

POV/ER OF ATTORNEY 

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears 
below constitutes and appoints Michael ~I. Scott and Albert A. Eisenstat, jointly and severally, his 
~.ttomeys-in-fact, each with the power of substitution, for him in any and all capacities, to sign 
m1y amendments to this Registration Statement, and to file the same, with exhibits thereto and 
other documents in connection therewith, with the Securities and Exchange Commission, hereby 
ratifying and confinning all tha' each of said attorneys-in-fact, or his substih1te or substitutes, may 
do or cause to be <fone by virtut hereof. 

Pursuant to the requitements of the Securities Act of 1933, tltis Registration Statement has 
been signed below by the following pe:rsons in the ~apacities and on the dates indicated. 

Title Date 

President December,O, 1980 
( Principal Executive Officer) 

and Director 

Director DecembnJC. 1980 

Director December 30. 1980 

Executive Vice President- Dt>eembcr30. 1980 
Finance 

( Principal Financial and 
Accounting Officer) 

Director December , 1980 
( Peter 0. Crisp) 

Director December , 1980 
( Arthur Rock) 

Director December . 1980 
( Philip s. Schlein). 

Director Dt-ct>mber , 1980 
( Henry E. Singleton) 
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SIGN A TITRES 

Pursuant to the requirements of the Securities Act of 1933, the Registrant, Apple Computer, 
foe., a corporatio.1 urganized and existing under the laws of the State of California, has duly 
caused this Registration Statement to be signed on its behalf by the undersigned, thereunto duly 
authorized, in the City of Cupertino, State of California, on the day of December, 1980. 

APPLE COMPUTER, INC. 

By 
( Michael M. Scott) 

(President) 

POWER OF ATIORNEY 

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears 
below constitutes and appoints Michael M. Scott and Aibert A. Eisenstat, jointly and severally, his 
attorneys-in-fact, each with the power of substitution, for him in any and all capacities, to sign 
any amendments to this Registration Statement, and to file the same, with exhibits thereto and 
other documents in connection therewith, with the Securities and Exchange Commission, hereby 
ratifying and confirming all that each of said attorneys-in-fact, or his substitute or substitutes, may 
do or cause to be done by virtue hereof. 

Pursuant to the requiremenh: of th.e Securities Act of 1933, tins Registration Statem~nt has 
been signed below by the following pe1'Sons in the capacities and on the dates indicated. 

Signature Title Date 

President December , 1980 
(Michael M. Scott) ( Principal Executive Officer) 

and Director 

Director December , H,\80 
(A. C. Markkula, Jr.) 

Dires December , 1980 
(Steven P. Jobs) 

Executive Vice President­ December , 1980 
( Kenneth R. Zerbe) Finance 

( Principal Financial and 
Accounting Officer) 

Director December , 1980 
(Peter 0. Crisp) 

Director December , 1980 
( Arthur Rock) 

Director December al, 1980 

Director December , 1980 
( Henry E. Singleton) 

n.t 
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SIGNATURES 

Pursuant to the requirements of the Securities Act of 1933, the Registrant, Apple Computer, 
Inc., a corporation organized and existing under the laws of the State of California, has duly 
caused this Registration Statement to be signed on its behalf by the undersigned, thereunto duly 
authorized, in the City of Cupertino, State of California, on the day of December, 1980. 

APPT '~ CO.\IPlTER, INC. 

By 
1\hchael \I Scott J 

( President / 

POWER OF ATTORNEY 

KNOW ALL PERSONS BY THESE PRESE~TS, that each person whose signature appears 
below constitutes and appoints .\1ichael .\i. Scott and Albert A. Eisenstat, jointly and severnlly, his 
attorneys-in-fact, each with the pov,er of substitution, for him in any and dl capacities, to si<!,n 
any amendments to this Registration Statement, and to file the same, with exhibits thereto and 
other documents in connec:tion therewith, with the Securities and Exchange Commission, hereby 
ratifying and confirming all that each of said attorneys-in-fact, or his substitute or substitutes, may 

do or cause to be done by virtue hereof. 

Pursuant to the requirements of the Securities Act of 1933, thi:. Registration Statement h ..s 
been signed below by the following persons in the capacities and on the dates indicated. 

Title Date 

President December , 1980 

( ~!ichael M Scott ( Principal Executive Officer) 
and Director 

Director December , 1980 
(A. C. Markkuh, J;::)___ _ 

Director December , 1980 

( SteYen P. Jobs) 

Executive Vice President­ De<:ember , 1980 

( Kenneth R. Zerbe I Finance 
( Principal Financial and 

Accounting Officer) 

Dir~ctor DPCember , 1980 
---- -----·-----------·-~-=----~ 

( Peter O Cri,p) 

Director December , 1980 
_____________(_A_rth-Ur Rock) 

Director December , 1980 

( PhilipS. Schlein) -

December.Z&, 1980 Director 
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CONSENT OF INDEPENDENT ACCOUNTANTS 

We c-onsent to the reference to our firm under the caption "E:,q,erts" and to the use of our 
report dated October 31, 1980 in the Registration Statement ( Form S-1) and related Prosi;wch1s of 
Apple Computer, Inc. for the registration of 'f,loi,Sl,I shares of its common stock. 

We also consent to the addition of the schedules listed in Item 30( a) to the financial 'itate­
ments as being covered by our report mentioned in the preceding paragraph. 

San Jose, California 
Decembei;/o, 1980 
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CONSENT OF COUNSEL 

The consent of Wilson, Sonsini, Goodrich & Rosati, Professional Corporation, is contained in their 
o,.,inion filed as Exhibit 5.1 to the Registration Statement. 

The consent of Fenwick, Stone. Davis & \Vest to the reference to their firm under the caption 
"Business-Litigation" in the Prospectus indud<>d ln this Registration Statement will he filed supple­
mentally or by amendment. 

Il-10 
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SCHEDULE Il 
APPLE COMI-'l.TTER, INC. 

AMOUNTS RECEIVABLE FROM RELATED PARTIES AND UNDERWRITERS, 
PROMOTERS AND EMPLOYEES OTHER THAN RF.LATED PARTIES 

Balance at llalauce at 
End oflleginning 

of Period Additions Collections Peri~~(_!)Name of Debtor --------- -----·---

Year ended September 3(l, 1978: 
$ $ 180,000 $ $ lS0,000(2)(3)

'.\Hchael '.\L Scott 
90,L\00 90,1){)()(3)

Frederick R. Holt 
105.000 105,000(2)

Henry Singleton ------· -----
$ $ 375,000 $ $ 375,000 
== 

Year ended September 30, 1979: 
$ 47,987 $ 132,013( 2 )( ,3)!H80,000 $'.\fichael '.\f. Scott 90,000(3)90,000Frederick R. Holt 

105,000 ]0,5.000 -(2)
Henry Singleton 30,000(3)30.000Thomas Whitney 

7,500 7,.500(3)
John Couch 

6.000 6,000Jerrold C. '.\fanock 
9.750 9,750H. '.\lichael Kane 

250,000 250,000(3)Kenneth H. Zerbe ------· ------··· 
525,263$375.000 $ 303.250 $152,987 $ 

Year ended September 26, 1980: 
'.\lichael '.\f. Scott 
Frednick R. Holt 
Thomas \Vhitney 
John Couch 
Jl'rrold C. '.\fanock 
H. ~1ichael Kane 
Kenne:h R. Zerbe 
Gene Carter 
Carl Carlsnn 
Donald Br-,son 
John \"ent.-ard 
Phillip Schlein 
Henry Singleton 
Henn· S11dh 
Alhci:t Eisenstat 
Thomas Lawn·m·,· 
\lichad \!uller 
Delbert Yoca111 
Jolm Scott 
Thomas lion!_! 

3132,013 
90,000 
30,000 

7,500 
6,000 
9,750 

2.50,000 

$ $132,013 

713,900 1,875 
244,200 1.500 

275,000 50,000 
52,500 

262.500 7.87.5 
47.2.50 

105,000 
220.000 
220.000 
220,000 
440.000 
275.000 
2i-'5.000 

26.2.50 2,62,5 
.300.000 

22.000 22,000 

$ -(2)(3) 
90,000(3) 

742,02.5(3) 
250,200(3) 

6,000 
9,750 

475,000(3) 
52,500(3) 

254.625(3) 
4i.250 

HJ.5.000 
220,000(2) 
220.000(2) 
220,00(}( 2 l 
440.000( :S ) 
275.000 
275,000 

23,62.5 
300.000 

8525,26-'3 S.'3.698.600 8217.888 84.005.975 

( 1 1 The ahon· amount~ ree<'i,·ahle an- presented as a deduction from shareholders' equity since 
tlwy an· rdat,·d to the salt- of ~tock hy the Companv. For a description of the terms of mc-h 
ammmt recei,·ahl1·. sPe "Certain Transactions" and '.'\otc• 8 to Consolidated Financial Statement~. 

l11 addition to tlw items ahm·c. there existed at September :30. 1979 a $100,000 cash ,1dva1K·1· at 
W r int<"rt>st to l\:Pmwth H. Zcrlw. \\'hieh was paid at SPptPmher 26, 1980. 

( 2 1 Dirc-ctor of tll(' C<l'llJMII~ 

( :, 1 Officn of the ( :ompan}. 
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SCHEDULE V 

APPLE COM~UTER, INC. 

PROPERTY, PLANT AND EQUIPMENT 

Balance atBalance at 
End ofBegioning Additions 

of Period to Cost Retirements Period 

Yea1 ended SeptembE·r 30, 1978: 
89,424 $ $ 123,303$ 33,879 $\fachinery, equipment and tooling 
11,423 11.423

Leasehold improvements 
150,030 17-'5,04525,015Office furniture and equipment 

$ 58,894 s 250,877 $ $ 309,771 

Year ended September 30, 1979: 
$ 123,303 $ 280,824 s $ 404,127

\fachinery, equipment and tooling 
11,423 372,763 384,186

Leasehold improvements 321,718175,045 146,673Office furniture and equipment ----~-- ----· 
$ 800,260 $1,110,031$ 309,771 

Year ended September 26, 1980: 
$ $ 242,851 $ $ 242,851

Land and buildings 
404,127 2,284,660 2,688,787

\Iachinery, equipment and tooling 
710,556384,186 326,370Leasehold i.mprovements 

321,718 1,351,507 1,673,225Office furniture and equipment -----~-
$ SS,315,419$1,110,031 $4,205,388 

F-2 
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SCHEDULE Vl 

AI-'PLE COMPUTER, INC. 

ACCU~IULATED DEPRECIATION AND AMORTIZATION OF 
PROPERTY, PLANT AND EQUIPMENT 

Additions 
nalanceatB:dance at 

BeginniD5 
of Period 

Charged to 
Costs and 
Expenses Retirements -----

Eodof 
Period 

Year ended September 30, 19iF,: 
\lachinery, equipment and toolin11: S 4,635 S 17,400 s $ 22,035 

Leasehold improvements 
Office furniture and equipmc'nt 

S 

3,422 

8.o.5i 

15,656
--------s 33.o.56 

·----
s 8 

19,078 

41,113 
== 

Year ended September 30. 1979: 
~fachinery. equipment and toolin~ 
Leasehold impro\·ements 
Offiee furniture and equipment 

S 22.035 

19.0'.78 

8 41.113 

S 

S 

46.219 
68,lOi 
54,385 

168.711 

s 

-----
$ 

$ ee,254 
68,107 
73,46'3 

$ 209,824 
- -= = 

Year ended September 26. 1980: 
Buildings 
\fachinery. fquipment and tooling 
Ll:'asehold imp;-o;-emeni.s 
OfficP furniture and equipment 

68.254 
68,107 
i3.463 

8209.324 

$ 4,048 
368.991 
243,010 
485,38'3 

81,101,43£ 

s 

$ 

S 4,04S 
437,245 
311,lli 

. 558,~_ 
E.:!Jl,256. 
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SCHEDULE VII 

APPLE COMPUTER, INC. 

GUARANTEES OF SECURITIES OF OTHER !SSUERS 

:Same of Issuer of 
Securities Guaranteed 
Bv Persm1 For V1hom 

Statement Is filed 
~--~-- ---------- -

Gene Carter 
John Couch 
Will Houde 
'.\fichael Kane 
Jt>rry :\fanock 
Roy :\follard 
Ken Rothmuller 
Phil Roybal 
Gn•gory Smith 
Thomas '.Vhitney 
Richard Zimmennan 
John Zsori 
Sixtv other issuers with 

a{n0:.''1t5 guaranteed 
and outstanding less 
than $20,000 

( l) The Company has 

Title of Issue 
of Each Class Total Amount 
of Securities Gu1uanteed and 
Guaranteed Q~_t,;tanc!!~---~-~ 

Promissory note $ 59,850(2) 
Promissory note 29,925(2) 
Promissory note 23,790 
Promissory notP 37,744 
Promissory note 14,280 
Promissory notP 29,925 
Promissory nott• 27,082 
Promissory note 26,250 
Promissory note 37,568 
Promissory note 119,700(2) 
Promissory note 26,290 
Promissory note 23,645 

Promissory note 562,518 

$1,018,567 

';llaranteed payment of the promissory notes 

Nature 1,! Guaramtee 

( 1) 
(1) 
(l) 
(1) 
(1) 
(1) 
(1) 
(I) 
( 1) 
(1) 
( 1) 
(I) 

(1) 

to a bank which holds the 
notes. See Note 7 to Consolidated Financial Statements for a description of the Company loan 
guarantee program under which thf'sl' guarantees wt•re made. 

I 2) Officer of the Company. 
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SCHEDULE vm 

APPLE COMPUTER, INC. 

VALUATION AND QUALIFYING ACCOUNTS 

Balance at 
Beginning 
of Period 

Charged to 
Costs and 
Expenses Deductions----~~ 

Balance at 
End of 
Feriod 

Allowance for doubtful accounts: 
Year ended September 30, 1978 $ 10,000 $125,000 $ $135,000_ 

Year ended September 30, 1979 . $135,000 $326,000 $ 61,000 $400,000 

Year ended September 26, 1980 $400,000 $330,000 $112,237 $617,763 

F-5 
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SCHEDULE IX 

APPLE COMPUTER, INC. 

SHORT. TERM BORROWINGS 

Weighted 
Average

Weighted Amount Outstanding Interest Rate 
Category of Balance at Average During the ~eriod_ ··- _ During 
Short-Term September 26, Interest 

Average the r'eriodMaximum1980 Rate -·--~-- ----
_!J~~in~ 

13.25% $7,850,000 $4,635,000( 2) 12.40%(3)
$7,850,000Notes payable to bank( 1) 

(1) Borrowings are under a bank line of credit which expires in January, 1981. See Note 5 to Con­

solidated Financial Statements. 
(2) Average borrowings were calculated by dividing the snn of daily borro,vings outstanding by the 

total number of days for which borrowings were outstanding ( 31 days). 
(3) Weighted averagt' interest was calculated by dividing average daily interest p-aid under the line 

by the average daily borrowings outstanding under the line. 

F-6 
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SCHEDULE X 

APPLE COMPUTER, INC. 

SUPPLEMENTARY INCOME STATEMENT INI<"ORMATIDN 

Fisc&l Year Ended 
Sept~,nber 30, September 30, 

19791978 
$2,0ll,000$573,000

Advertising 

• 

F-7 
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1980 

$4,469,000- = 
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