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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2012
or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number: 000-10030

APPLE INC.

(Exact name of Registrant as specified in its chagt)

California 94-240411C

(State or other jurisdiction (I.R.S. Employer Identification No.)
of incorporation or organization)

1 Infinite Loop
Cupertino, California 95014

(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area codg408) 996-1010

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Secti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for ssivhrter period that the registrant was requirefilécsuch reports), and (2) has been su
to such filing requirements for the past 90 days.

Yes No O

Indicate by check mark whether the registrant heémrstted electronically and posted on its corpokéeb site, if any, every Interactive D
File required to be submitted and posted pursuaRule 405 of Regulation $8232.405 of this chapter) during the precedi@grionths (c
for such shorter period that the registrant wasired to submit and post such files).

Yes No O

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, n-accelerated filer, or a smaller repor
company. See the definitions of “large accelerdiled,” “accelerated filer” and “smaller reportingpmpany” in Rule 1212 of the Exchang
Act.

Large accelerated file Accelerated file O
Non-accelerated file [0 (Do not check if a smaller reporting compa Smaller reporting compar O

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the BExge Act).
Yes O No
937,406,000 shares of common stock issued andcaodisyg as of July 13, 2012




PART I|. FINANCIAL INFORMATION
Item 1. Financial Statements

APPLE INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Un audited)
(in millions, except number of shares which aréetéd in thousands and per share amounts)

Three Months Ended Nine Months Ended
June 30, June 25, June 30, June 25,
2012 2011 2012 2011

Net sales $ 3502: $ 2857 $ 120,54: $ 79,97¢
Cost of sale: 20,02¢ 16,64¢ 66,28 47,54]

Gross margit 14,99 11,92: 54,26! 32,43¢
Operating expense

Research and developmt 87€ 62¢ 2,47¢ 1,78¢

Selling, general and administrati 2,54¢ 1,91t 7,48¢ 5,574

Total operating expens: 3,421 2,54: 9,964 7,35¢

Operating incom 11,57 9,37¢ 44,29 25,08(
Other income and expen 28¢ 172 573 334
Income before provision for income tay 11,86! 9,551 44,87( 25,41
Provision for income taxe 3,037 2,243 11,36( 6,11°F
Net income $ 8,82¢ $ 7,306 $ 3351C $ 19,29¢
Earnings per common sha

Basic $ 94z % 7.8¢ $ 35.8¢ $ 20.91

Diluted $ 9.3z $ 7.7¢ % 35.4¢ $ 20.6:
Shares used in computing earnings per st

Basic 936,59¢ 926,10¢ 933,67: 922,91°

Diluted 947,05¢ 937,81( 944,44( 935,68t

See accompanying Notes to Condensed Consolidatedsi¢tal Statements.
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APPLE INC.

CONDENSED CONSOLIDATED BALANCE SHEETS (Unaudited)
(in millions, except number of shares which aréetéd in thousands)

ASSETS:
Current asset:
Cash and cash equivalel
Shor-term marketable securiti
Accounts receivable, less allowances of $94 and &s®ectively
Inventories
Deferred tax asse
Vendor noi-trade receivable
Other current asse

Total current asse

Long-term marketable securiti
Property, plant and equipment, |
Goodwill

Acquired intangible assets, r
Other asset

Total asset

LIABILITIES AND SHAREHOLDERS EQUITY:
Current liabilities:
Accounts payabl
Accrued expense
Deferred revenu

Total current liabilities

Deferred revenu— nor-current
Other nor-current liabilities

Total liabilities

Commitments and contingenci

Shareholder equity:
Common stock, no par value; 1,800,000 shares datthr937,266 and 929,277 shares issued and
outstanding, respective
Retained earning
Accumulated other comprehensive inco

Total shareholde’ equity

Total liabilities and sharehold¢ equity

See accompanying Notes to Condensed Consolidateasi¢tal Statements.
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June 30, September 24
2012 2011
$ 7,94 $ 9,81¢

19,70¢ 16,137
7,651 5,36¢
1,122 T7€
2,30¢ 2,01¢
6,641 6,34¢
6,56( 4 ,52¢
51,94 44,98¢
89,56 55,61¢
10,48 7,777
1,132 89¢€
4,32¢ 3,63¢
5,43¢ 3,55¢€

$ 162,89t $ 116,37:
$ 16,80¢ $ 14,63:
10,43( 9,241
5,822 4,091
33,06( 27,97(
2,53( 1,68¢
15,56( 10,10(
51,15( 39,75¢
15,57: 13,33!
95,64 62,841
532 448
111,74¢ 76,61¢
$ 162,89t $ 116,37:




APPLE INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

(in millions)
Nine Months Ended
June 30, June 25,
2012 2011
Cash and cash equivalents, beginning of the period $ 9,81t $§ 11,26
Operating activities
Net income 33,51( 19,29¢
Adjustments to reconcile net income to cash geadray operating activitie!
Depreciation, amortization and accret 2,29¢ 1,271
Sharw-based compensation expel 1,292 87C
Deferred income tax expen 4,06¢ 2,23
Changes in operating assets and liabilit
Accounts receivable, n (2,27¢) (592
Inventories (34€) 162
Vendor nok-trade receivable (293) (955)
Other current and necurrent assel (3,239 (1,557
Accounts payabl 2,45( 2,48(
Deferred revenu 2,57¢ 1,27¢
Other current and necurrent liabilities 1,68¢ 2,60¢
Cash generated by operating activi 41,72( 27,10(
Investing activities
Purchases of marketable securi (121,09) (75,139
Proceeds from maturities of marketable secur 10,34 16,39¢
Proceeds from sales of marketable secur 73,14( 34,30:
Payments made in connection with business acapiisitinet of cash acquir (350) 0
Payments for acquisition of property, plant andigepent (4,839 (2,615
Payments for acquisition of intangible as: (1,067) (26€)
Other (56) 34
Cash used in investing activiti (43,919 (27,289
Financing activities
Proceeds from issuance of common si 43¢ 571
Excess tax benefits from equity awa 1,03¢ 91t
Taxes paid related to net share settlement of yquitirds (2,14%) (479
Cash generated by financing activit 324 1,01
(Decrease)/increase in cash and cash equive (1,870 83C
Cash and cash equivalents, end of the pe $ 7,948 $§ 12,09
Supplemental cash flow disclosu
Cash paid for income taxes, 1 $ 5901 $ 2,56:

See accompanying Notes to Condensed Consolidateaid¢tal Statements.
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Apple Inc.
Notes to Condensed Consolidated Financial StatementUnaudited)

Note 1 — Summary of Significant Accounting Policies

Apple Inc. and its wholly-owned subsidiaries (colieely “Apple” or the “Company”)designs, manufactures, and markets m
communication and media devices, personal compuded portable digital music players, and sellsagety of related software, servic
peripherals, networking solutions, and thparty digital content and applications. The Compsaels its products worldwide through its re
stores, online stores, and direct sales force, @t ag through third-party cellular network carsiewholesalers, retailers and vakde
resellers. In addition, the Company sells a var@tyhird-party iPhone, iPad, Macintosh (“Mac’gnd iPod compatible products includ
application software and various accessories throitgy online and retail stores. The Company salsansumers, small and msizec
businesses, and education, enterprise and govetrmmsiomers.

Basis of Presentation and Preparation

The accompanying condensed consolidated finantzEigdraents include the accounts of the Companyrdomtepany accounts and transact
have been eliminated. The preparation of these eswg&tl consolidated financial statements in contgrwith U.S. generally accept
accounting principles (“GAAP”Jequires management to make estimates and assmsiptiat affect the amounts reported in these caw
consolidated financial statements and accompangintgs. Actual results could differ materially frotimose estimates. Prior period ci
associated with the Company’s high-profile ret&irss have been reclassified to conform to theeciperiod$ presentation. Refer to Note
“Segment Information and Geographic Data,” of fhism 10-Q.

These condensed consolidated financial statemerdsaacompanying notes should be read in conjunctith the Companys annue
consolidated financial statements and the notagtihéor the fiscal year ended September 24, 2ibitlyded in its Annual Report on Form 10-
K (the “2011 Form 10-K”). The Company’s fiscal yeaithe 52 or 53-week period that ends on theSastirday of September. The Company’
fiscal year 2012 will include 58«eks and ends on September 29, 2012. An additiseek has been included in the first quarter of2f@
realign the Company’fiscal quarters more closely to calendar quarténdess otherwise stated, references to partigidars or quarters re

to the Company'’s fiscal years ended in Septembettenassociated quarters of those fiscal years.

Earnings Per Common Share

Basic earnings per common share is computed bgidiyincome available to common shareholders bynbightedaverage number of sha
of common stock outstanding during the period. @iluearnings per common share is computed by diyiticome available to comm
shareholders by the weightesterage number of shares of common stock outstgrilining the period increased to include the nundi
additional shares of common stock that would hasenboutstanding if the potentially dilutive sedesthad been issued. Potentially dilu
securities include outstanding stock options, shawéhe purchased under the Compargmployee stock purchase plan and unvested tes
stock units (“RSUs”)The dilutive effect of potentially dilutive secueis is reflected in diluted earnings per commoneshty application of tr
treasury stock method. Under the treasury stockhaagtan increase in the fair market value of thenGanys common stock can result i
greater dilutive effect from potentially dilutiveaurities.



The following table shows the computation of basid diluted earnings per common share for the ttae@ ninemonth periods ended June
2012 and June 25, 2011 (in thousands, except o@tia in millions and per share amounts):

Three Months Ended Nine Months Ended
June 30, June 25, June 30, June 25,
2012 2011 2012 2011
Numerator:
Net income $ 8,82¢ $ 7,306 $ 3351C $ 19,29¢
Denominator
Weightec-average shares outstand 936,59¢ 926,10t 933,67 922,91
Effect of dilutive securitie 10,46: 11,70: 10,76¢ 12,77!
Weightec-average diluted shar 947,05¢ 937,81( 944, 44( 935,68t
Basic earnings per common sh $ 9.4z $ 7.8¢ % 35.8¢ $ 20.91
Diluted earnings per common shi $ 932 % 7.7¢ % 35.4¢ % 20.6:

The number of potentially dilutive securities exd#d from the computation of diluted earnings penewn share because their effect wi
have been antidilutive was not significant for theee- and nine-month periods ended June 30, 26d dane 25, 2011.

Fair Value Measurements

Fair value is the price that would be received freefling an asset or paid to transfer a liabilityan orderly transaction between ma
participants at the measurement date. Fair valestimmated by applying the following hierarchy, wlhiprioritizes the inputs used to mea:
fair value into three levels and bases the categtioin within the hierarchy upon the lowest leveinput that is available and significant to
fair value measurement:

Level 1- Quoted prices in active markets for identicabéssr liabilities.

Level 2— Observable inputs other than quoted prices in aatiarkets for identical assets and liabilities, tgdgorices for identical or simil
assets or liabilities in inactive markets, or otimguts that are observable or can be corroboitagenbservable market data for substantially
full term of the assets or liabilities.

Level 3— Inputs that are generally unobservable and tiipicaflect managemenrd’estimate of assumptions that market participaotsd us:
in pricing the asset or liability.



Note 2 — Financial Instruments
Cash, Cash Equivalents and Marketable Securities

The following tables show the Company’s cash arallable-for-sale securitiesidjusted cost, gross unrealized gains, gross liredalbsse
and fair value by significant investment categoegarded as cash and cash equivalents or shortloagderm marketable securities as
June 30, 2012 and September 24, 2011 (in millions):

June 30, 201:

Cash and Short-Term Long-Term
Adjusted Unrealized Unrealized Fair Cash Marketable Marketable
Cost Gains Losses Value Equivalents Securities Securities
Cash $ 3,26¢ $ 0 $ 0 $ 3,26¢ $ 3,26¢ $ 0 $ 0
Level 1:
Money market fund 1,181 0 0 1,181 1,181 0 0
Mutual funds 1,89¢ 34 (17) 1,911 0 1,911 0
Subtotal 3,07t 34 (17) 3,092 1,181 1,911 0
Level 2:
U.S. Treasury securitie 20,587 10 (6) 20,591 1,10C 4,16¢ 15,32
U.S. agency securiti¢ 19,197 41 ?3) 19,23¢ 47¢ 2,02¢ 16,73(
Non-U.S. government securitit 6,91¢ 108 @ 7,01¢ 1 1,842 5,172
Certificates of deposit and time depo: 2,411 2 0 2,417 857 377 1,17¢
Commercial pape 2,301 0 0 2,301 991 1,31C 0
Corporate securitie 44,54t 30€ (31 44,82( 24 7,482 37,31«
Municipal securitie: 5,541 61 ?3) 5,59¢ 43 58¢ 4,96¢
Mortgage and ass~backed securitie 8,861 24 (5) 8,88¢ 0 4 8,882
Subtotal 110,36¢ 547 (55) 110,86( 3,49t 17,79¢ 89,56
Total $ 116,71: $ 581 $ (720 % 117,22: $ 7,94¢ $ 19,70¢ $ 89,56




September 24, 2011

Cash and Short-Term Long-Term
Adjusted Unrealized Unrealized Fair Cash Marketable Marketable
Cost Gains Losses Value Equivalents Securities Securities
Cash $ 2,90z $ 0 $ 0 $ 2,90: $ 2,90z $ 0 $ 0
Level 1:
Money market fund 1,911 0 0 1,911 1,911 0 0
Mutual funds 1,227 0 (34) 1,19¢ 0 1,19¢ 0
Subtotal 3,13¢ 0 (34) 3,104 1,911 1,19¢ 0
Level 2:
U.S. Treasury securitie 10,717 39 ?3) 10,75z 1,25( 2,14¢ 7,35¢
U.S. agency securitie 13,467 24 ?3) 13,48¢ 22F 1,81¢ 11,44
Non-U.S. government securitit 5,55¢ 11 ) 5,56¢ 551 1,54¢ 3,46¢
Certificates of deposit and time depo: 4,17¢ 2 2 4,17t 72¢ 977 2,47(
Commercial pape 2,852 0 0 2,852 2,231 61€ 0
Corporate securitie 35,24 132 (1149 35,25¢ 10 7,241 28,00¢
Municipal securitie: 3,411 56 0 3,467 0 59¢& 2,872
Subtotal 75,42 264 (124) 75,56: 5,001 14,94 55,61¢
Total $ 81,464 $ 264 $ (15¢) % 81,57( $ 9,81¢ $ 16,137 $ 55,61¢

The net unrealized gains as of June 30, 2012 apte®ber 24, 2011 are related primarily to laagn marketable securities. The Comg
may sell certain of its marketable securities ptiotheir stated maturities for strategic reasofuding, but not limited to, anticipation of crt
deterioration and duration management. The neizeshigains or losses recognized during the thred-rdinemonth periods ended June
2012 and June 25, 2011 related to such sales ve¢reignificant. The maturities of the Company’sdelerm marketable securities gener
range from one to five years.

As of June 30, 2012 and September 24, 2011, groeslized losses related to individual securitiet had been in a continuous loss pos
for 12 months or longer were not significant.

As of June 30, 2012, the Company considers thangescin market value of its marketable securitiesgestment portfolio to be temporary
nature and does not consider any of its investmethisr-than-temporarily impaired. The Company tgficinvests in highlyrated securitie
and its investment policy generally limits the ambof credit exposure to any one issuer. The pofeqyuires investments generally to
investment grade, with the primary objective of miizing the potential risk of principal loss. Fa@lues were determined for each indivic
security in the investment portfolio. When evalogtan investment for other-thammporary impairment, the Company reviews factachs
the length of time and extent to which fair valwestibeen below its cost basis, the financial conlitif the issuer and any changes thereta
the Company’s intent to sell, or whether it is mbkely than not it will be required to sell theviestment before recovery of the investment’
cost basis. During the three- and nimenth periods ended June 30, 2012 and June 25, g4 Tompany did not recognize any signifi
impairment charges.

Derivative Financial Instruments

The Company uses derivatives to partially offsebitisiness exposure to foreign currency exchasgge The Company may enter into fore
currency forward and option contracts to offset savhthe foreign exchange risk on expected futaghdlows on certain forecasted reve
and cost of sales, on net investments in certagido subsidiaries, and on certain existing assedsliabilities.
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To help protect gross margins from fluctuationsareign currency exchange rates, certain of the @omw’s subsidiaries whose functio
currency is the U.S. dollar hedge a portion of dated foreign currency revenue. The Compasubsidiaries whose functional currency is
the U.S. dollar and who sell in local currenciesyrha@dge a portion of forecasted inventory purchas#sdenominated in the subsidiaries’
functional currencies. The Company typically hedgesions of its forecasted foreign currency expesassociated with revenue and inver
purchases generally up to six months.

To help protect the net investment in a foreignrapien from adverse changes in foreign currencyharge rates, the Company may enter
foreign currency forward and option contracts tfself the changes in the carrying amounts of thesestments due to fluctuations in fore
currency exchange rates.

The Company may also enter into foreign currenaewéod and option contracts to partially offset fheeign currency exchange gains

losses generated by the re-measurement of cedagtsaand liabilities denominated in rfonctional currencies. However, the Company

choose not to hedge certain foreign currency exgha@xposures for a variety of reasons including nloti limited to, accounting consideratir
and the prohibitive economic cost of hedging patéic exposures. There can be no assurance the hadgeffset more than a portion of 1
financial impact resulting from movements in foreigurrency exchange rates.

The Company records all derivatives in the Condei@ensolidated Balance Sheets at fair value. Thegamy’s accounting treatment of th
instruments are based on whether the instrumeatdesignated as hedge or rwdge instruments. The effective portions of césiv hedge
are recorded in accumulated other comprehensiwriad“AOCI") until the hedged item is recognized in earning® &tfiective portions of n
investment hedges are recorded in other compreleimsiome as a part of the cumulative translatidjusiment. The ineffective portions
cash flow hedges and net investment hedges aredestan other income and expense. Derivatives #nat not designated as hedg
instruments are adjusted to fair value throughiagmin the financial statement line item to whibk derivative relates.

The Company had a net deferred gain associatedcadth flow hedges of $201 million and $290 millioet of taxes, recorded in AOCI as
June 30, 2012 and September 24, 2011, respectbeferred gains and losses associated with cashhemiges of forecasted foreign curre
revenue are recognized as a component of netisatles same period as the related revenue is récagyrand deferred gains and losses re
to cash flow hedges of forecasted inventory pureba@se recognized as a component of cost of sakke isame period as the related cost
recognized. Substantially all of the Company’s heetifansactions as of June 30, 2012 are expectsztto within six months.

Derivative instruments designated as cash flow bedgust be ddesignated as hedges when it is probable the feetdnedged transact
will not occur in the initially identified time pard or within a subsequent twoenth time period. Deferred gains and losses in A&¥Sociate
with such derivative instruments are reclassifigoinediately into other income and expense. Any syeset changes in fair value of s
derivative instruments are reflected in other inecand expense unless they arelesignated as hedges of other transactions. The&uondic
not recognize any significant net gains or losststed to the loss of hedge designation on discoet cash flow hedges during the thraee
nine-month periods ended June 30, 2012 and Juriz023,

The Companys unrealized net gains and losses on net investheglges, included in the cumulative translatiorustiient account of AOC
were not significant as of June 30, 2012 and Semerd4, 2011, respectively. The ineffective porsimf and amounts excluded from
effectiveness test of net investment hedges arrded in other income and expense.

During the three and ninmonth periods ended June 30, 2012 and June 25, 204 hain/loss recognized in other income and es@do
foreign currency forward and option contracts regignated as hedging instruments was not signtfiddrese amounts represent the net ge
loss on the derivative contracts and do not inclcitienges in the related exposures, which geneséfiet a portion of the gain or loss on
derivative contracts.



The following table shows the notional principal amts of the Compang’ outstanding derivative instruments and credi asnount
associated with outstanding or unsettled derivatisguments as of June 30, 2012 and Septembé&024, (in millions):

June 30, 2012 September 24, 2011
Notional Credit Risk Notional Credit Risk
Principal Amounts Principal Amounts
Instruments designated as accounting hec
Foreign exchange contrac $ 3389 $ 56 $ 13,70t $ 537
Instruments not designated as accounting het
Foreign exchange contrau $ 10,637 $ 40 $ 9,891 $ 56

The notional principal amounts for outstanding dative instruments provide one measure of the &etitn volume outstanding and does
represent the amount of the Company’s exposureetditcor market loss. The credit risk amounts repné the Compang’gross exposure
potential accounting loss on derivative instrumehid are outstanding or unsettled if all countdrea failed to perform according to the te
of the contract, based on then-current currenchaxge rates at each respective date. The Congpgmyss exposure on these transactions
be further mitigated by collateral received fronmtam counterparties. The Compasyexposure to credit loss and market risk will vawg!
time as a function of currency exchange rates.cigh the table above reflects the notional priricipal credit risk amounts of the Company’
foreign exchange instruments, it does not reflaetdains or losses associated with the exposuektdransactions that the foreign exche
instruments are intended to hedge. The amountsatitiy realized upon settlement of these finanaistruments, together with the gains
losses on the underlying exposures, will dependataal market conditions during the remaining difehe instruments.

The Company generally enters into master nettinangements, which reduce credit risk by permittieg settlement of transactions with
same counterparty. To further limit credit riske tBompany generally enters into collateral secuitpngements that provide for collatere
be received or posted when the net fair value dhoefinancial instruments fluctuates from contadly established thresholds. The Comg
presents its derivative assets and derivativeliiigdsi at their gross fair values. The Company nez cash collateral related to the derive
instruments under its collateral security arrangeseof $492 million and $288 million as of June W12 and September 24, 2(
respectively. These amounts are classified as adaypenses in the Condensed Consolidated BaldremtsS The Company did not have
derivative instruments with credit rigklated contingent features that would requireoitpbst additional collateral as of June 30, 201
September 24, 2011.

The following tables show the Compasyderivative instruments at gross fair value alecefd in the Condensed Consolidated Balance ¢
as of June 30, 2012 and September 24, 2011 (irons):

June 30, 2012
Fair Value of Fair Value of

Derivatives Derivatives
Designated Not Designatec
as Hedge as Hedge Total
Instruments Instruments Fair Value
Derivative assets (a
Foreign exchange contrac $ 54¢ 3 40 $ 58¢
Derivative liabilities (b):
Foreign exchange contrau $ 165 $ 13 $ 17¢
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September 24, 2011

Fair Value of
Fair Value of Derivatives
Derivatives Not Designatec
Designated
as Hedge as Hedge Total
Instruments Instruments Fair Value
Derivative assets (a
Foreign exchange contrac $ 46C $ 56 $ 51€
Derivative liabilities (b):
Foreign exchange contrac $ 72 $ 37 $ 10¢

(@) The fair value of derivative assets is measuredgukevel 2 fair value inputs and is recorded a®otiurrent assets in the Conder
Consolidated Balance Shee

(b) The fair value of derivative liabilities is measdresing Level 2 fair value inputs and is recordechecrued expenses in the Conde
Consolidated Balance Shee

The following tables show the pre-tax effect of @@mpanys derivative instruments designated as cash fladvret investment hedges in
Condensed Consolidated Statements of Operatiorikddhree- and nine-month periods ended June@®, and June 25, 2011 (in millions):

Three Months Ended

Gains/(Losses) Gains/(Losses) Recognized -
Gains/(Losses) Reclassified from AOCI Ineffective Portion and
Recognized in OCI - into Income - Amount Excluded from
Effective Portion (e) Effective Portion (e) Effectiveness Testing
June 30, June 25, June 30, June 25, June 30, June 25,
2012 2011 2012 (a) 2011 (b) Location 2012 2011
Cash flow hedges
Foreign exchange contrac  $ 234 % 12 3 84 % (162) Otherincom $ 39 $ 15
and expens
Net investment hedge
Foreign exchange contracts 3 @) 0 0 Otherincom 1 1
and expens
Total $ 237 $ 5 $ 84 $ (162) $ (38 $ 16




Nine Months Ended

Gains/(Losses’ Gains/(Losses) Recognize-
Gains/(Losses Reclassified from AOCI Ineffective Portion and
Recognized in OCI - into Income - Amount Excluded from
Effective Portion (e) Effective Portion (e) Effectiveness Testing
June 30, June 25, June 30, June 25, June 30, June 25,
2012 2011 2012 (c) 2011 (d) Location 2012 2011
Cash flow hedge:
Foreign exchange contracts $ 337 $ (2700 $ 468 $ (701) Otherincom $ (248 $ (109
and expens
Net investment hedge
Foreign exchange contracts 10 (22) 0 0 Otherincom 2 1
and expens
Total $ 347 $ (291) $ 468 $  (70)) $ (246 $ (109

(@)

(b)

(€)

(d)

()

Includes gains/(losses) reclassified from AOCI in&d income for the effective portion of cash floedges, of which $63 million and
million were recognized within net sales and cdssales, respectively, within the Condensed Codatdid Statement of Operations
the three months ended June 30, 2012. There wesmoaints reclassified from AOCI into net income floe effective portion of n
investment hedges for the three months ended Jyrz032.

Includes gains/(losses) reclassified from AOCI in&t income for the effective portion of cash floedges, of which $(101) million a
$(61) million were recognized within net sales aodt of sales, respectively, within the CondensedsGlidated Statement of Operati
for the three months ended June 25, 2011. There m@iamounts reclassified from AOCI into net incdimethe effective portion of n
investment hedges for the three months ended Jurz021.

Includes gains/(losses) reclassified from AOCI int&i income for the effective portion of cash floedges, of which $404 million a
$64 million were recognized within net sales andtad sales, respectively, within the CondensedsCbdated Statement of Operati
for the nine months ended June 30, 2012. There ne@@Mounts reclassified from AOCI into net incofoethe effective portion of n
investment hedges for the nine months ended Jun203@.

Includes gains/(losses) reclassified from AOCI in&t income for the effective portion of cash floedges, of which $(382) million a
$(319) million were recognized within net sales asubt of sales, respectively, within the Conden€mhsolidated Statement
Operations for the nine months ended June 25, 2Didre were no amounts reclassified from AOCI in& income for the effecti
portion of net investment hedges for the nine meetided June 25, 201

Refer to Note 5“Shareholdel’ Equity and Sha-based Compensati” of this Form 1-Q, which summarizes the activity in AOCI rele
to derivatives

Accounts Receivable

The Company has considerable trade receivablesaadiag with its third-party cellular network canrs, wholesalers, retailers, valadde:
resellers, small and mid-sized businesses, andatidng enterprise and government customers thahareeovered by collateral, thingarty
financing arrangements or credit insurance. Theseewmo customers that accounted for 10% or moteeoCompanys trade receivables as
June 30, 2012 and September 24, 2011, respectiieéyCompanys cellular network carriers accounted for 47% ap% f trade receivabl
as of June 30, 2012 and September 24, 2011, résggct
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Additionally, the Company has non-trade receivalfles) certain of its manufacturing vendors. Vendon4rade receivables from two of |
Company’s vendors accounted for 56% and 26% oftremre receivables as of June 30, 2012 and twoeo€ttmpanys vendors accounted
53% and 29% of non-trade receivables as of Septe@h011.

Note 3 — Condensed Consolidated Financial Statemebetails

The following tables show the Compasyondensed consolidated financial statement dedailof June 30, 2012 and September 24, 20
millions):

Property, Plant and Equipment

June 30, 2012 September 24, 201

Land and buildings $ 2,31t % 2,05¢
Machinery, equipment and inter-use softwart 10,57¢ 6,92¢
Office furniture and equipme! 22¢ 184
Leasehold improvemen 3,08¢ 2,59¢
Gross property, plant and equipm 16,20¢ 11,76¢
Accumulated depreciation and amortizat (5,719 (3,997
Net property, plant and equipme $ 10,487 $ 7,77

Accrued Expenses

June 30, 2012 September 24, 201

Accrued taxes $ 1,59¢ $ 1,14(C
Accrued warranty and related co 1,56t 1,24(C
Deferred margin on component sa 1,27¢ 2,03¢
Accrued compensation and employee ben 765 59C
Accrued marketing and selling expen 581 59¢
Other current liabilitie: 4,64 3,641

Total accrued expens $ 10,43 $ 9,247

Non-Current Liabilities

June 30, 2012 September 24, 201

Deferred tax liabilities $ 13,19 $ 8,15¢
Other nor-current liabilities 2,36¢ 1,941
Total other no-current liabilities $ 15,56( $ 10,10(

Note 4 — Income Taxes

As of June 30, 2012, the Company recorded grosscognized tax benefits of $1.8 billion, of whiche®7million, if recognized, would affe
the Companys effective tax rate. As of September 24, 2011tdked amount of gross unrecognized tax benefits $4a4 billion, of which $5¢
million, if recognized, would affect the Compang#fective tax rate. The Compamsyfotal gross unrecognized tax benefits are cladsifs othe
non-current liabilities in the Condensed ConsolidatedaBce Sheets. The Company had $343 million and $26ion of gross interest a
penalties accrued as of June 30, 2012 and Sept&b2011, respectively, which are classified &&ohoneurrent liabilities in the Condens
Consolidated Balance Sheets.

Management believes that an adequate provisiorbbas made for any adjustments that may result fi@mexaminations. However, 1
outcome of tax audits cannot be predicted withabety. If any issues addressed in the Compangk audits are resolved in a mannel
consistent with managemestéxpectations, the Company could be required jisais provision for income tax in the period Buesolutiol
occurs. Although timing of the resolution and/oostire of audits is not certain, the Company betigvés reasonably possible that tax a
resolutions could reduce its unrecognized tax benley between $120 million and $170 million in thext 12 months.
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Note 5 — Shareholders’ Equity and Share-based Compsation
Preferred Stock

The Company has five million shares of authorizesfgrred stock, none of which is issued or outstemdJnder the terms of the Compasay’
Restated Articles of Incorporation, the Board ofdators is authorized to determine or alter thategpreferences, privileges and restrictior
the Company’s authorized but unissued shares éfnpeel stock.

Comprehensive Income

Comprehensive income consists of two components,jmeme and other comprehensive income. Other cehgmsive income refers
revenue, expenses, and gains and losses that GAdd? are recorded as an element of shareholdensity but are excluded from net inco
The Companys other comprehensive income consists of foreigmeagy translation adjustments from those subsahanot using the U.
dollar as their functional currency, unrealizedngaand losses on marketable securities classifiegivailable-forsale, and net deferred ge
and losses on certain derivative instruments adeoluior as cash flow hedges.

The following table presents the components of aaefmgnsive income, net of taxes, during the thred-rd@nemonth periods ended June
2012 and June 25, 2011 (in millions):

Three Months Ended Nine Months Ended
June 30, June 25, June 30, June 25,
2012 2011 2012 2011
Net income $ 8,82« $ 7,306 $ 3351 $  19,29¢
Other comprehensive incorr
Change in unrecognized gains/losses on derivatsteuments 96 112 (89 273
Change in foreign currency translati (92) 11 (88) 101
Change in unrealized gains/losses on marketablgites 3 14C 26€ 61
Total comprehensive incon $ 8,83: $ 7571 $§ 3359 $ 19,73¢

The following table summarizes activity in othemgarehensive income related to derivatives, neagés, held by the Company during
three- and nine-month periods ended June 30, 20d dene 25, 2011 (in millions):

Three Months Ended Nine Months Ended
June 30, June 25, June 30, June 25,
2012 2011 2012 2011
Change in fair value of derivatives $ 15C $ 8 $ 21€ $ a7s)
Adjustment for net gains/losses realized and iredlich net incom: (54) 104 (30%) 44§
Change in unrecognized gains/losses on derivatisteuments $ 9% $ 11z $ 89 $ 27¢
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The following table shows the components of AOEH, of taxes, as of June 30, 2012 and Septemb&024, (in millions):

June 30, 2012 September 24, 201

Net unrealized gains/losses on marketable secs $ 39€ $ 13C
Net unrecognized gains/losses on derivative instnis 201 29C
Cumulative foreign currency translati (65) 23

Accumulated other comprehensive inca $ 532 §$ 443
Equity Awards

A summary of the Company’RSU activity and related information for the nmenths ended June 30, 2012 is as follows (in thods, exce|
weighted-average grant date fair value amounts):

Weighted-
Average Aggregate
Number of Grant Date Intrinsic
RSUs Fair Value Value
Balance at September 24, 2011 14,44¢ $  231.4¢
RSUs grante: 7,22 % 414.8¢
RSUs vestel (5,955 $  202.9:
RSUs cancelle (812) $  245.
Balance at June 30, 20 14,90 $ 331.0¢ $ 8,702,99

RSUs that vested during the three- and mraith periods ended June 30, 2012 had fair valti&4.6 billion and $3.1 billion, respectively,
of their applicable vesting dates. RSUs that vedteihg the three- and nimaenth periods ended June 25, 2011 had fair valtu$83¥ millior
and $1.4 billion, respectively, as of their appilavesting dates.

A summary of the Company’stock option activity and related information foe nine months ended June 30, 2012 is as fol{fowhousand:
except weighted-average exercise price amountsvaighted-average remaining contractual term ing)ear

Weighted-
Weighted- Average
Average Remaining Aggregate
Number Exercise Contractual Intrinsic
of Options Price Term Value
Balance at September 24, 2( 11,86¢ $  108.6¢
Options grante: — —
Options assume 41 $ 30.92
Options cancelle (23) $ 103.3t
Options exercise (3,910 $ 85.1¢
Balance at June 30, 20 797¢ % 119.7¢ 1.9 $ 3,702,091
Exercisable at June 30, 20 7,86¢ $  119.9: 1.9 $ 3,652,05:
Expected to vest after June 30, 2! 108 $  106.0( 4¢ $ 50,03¢

Aggregate intrinsic value represents the valughef@ompanys closing stock price on the last trading day ef fiscal period in excess of |
weightedaverage exercise price multiplied by the numbesptifons outstanding or exercisable. The totalmsid value of options at the time
exercise was $332 million and $1.5 billion for theee- and nineronth periods ended June 30, 2012, respectivety $248 million and $2
billion for the three- and nine-month periods endede 25, 2011, respectively.
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The Company had approximately 38.2 million shaeserved for future issuance under the Compaaidck plans as of June 30, 2012. R
granted are deducted from the shares availablgrimt under the Comparsystock plans utilizing a factor of two times thember of RSU
granted. Similarly, RSUs cancelled are added badké shares available for grant under the Compgastyick plans utilizing a factor of t
times the number of RSUs cancelled.

Share-based Compensation

Share-based compensation cost for RSUs is meabasetl on the closing fair market value of the Camifsacommon stock on the date
grant. Share-based compensation cost for stockrgptind employee stock purchase plan rights (“spackhase rights”)s estimated at tl
grant date and offering date, respectively, basethe fair-value as calculated by the Black-SchMeston (“BSM”) optionpricing model. Th
BSM optionpricing model incorporates various assumptionsuiticly expected volatility, expected life and intreates. The expeci
volatility is based on the historical volatility ¢fie Companys common stock over the most recent period commateswith the estimat
expected life of the Company’s stock options arteotelevant factors including implied volatility market traded options on the Company’
common stock. The Company bases its expecteddgeraption on its historical experience and on ¢éhms$ and conditions of the stock awi

it grants to employees. The Company recognizesedbased compensation cost as expense on a stliaghasis over the requisite sen
period.

During the ninemonth period ended June 30, 2012, in conjunctioih wertain business combinations, the Company asduti,000 stoc
options with a weighted-average fair value per slui$400.79.

The weighted-average fair value per share of smpokhase rights was $114.01 and $102.41 duringhtfee- and ninenonth periods end
June 30, 2012, respectively, and was $72.63 and8&iuring the three- and nine-month periods erdde@ 25, 2011, respectively.

The following table provides a summary of the sHaased compensation expense included in the Condlébsesolidated Statements
Operations for the three- and nine-month periodedrune 30, 2012 and June 25, 2011 (in millions):

Three Months Ended Nine Months Ended
June 30, June 25, June 30, June 25,
2012 2011 2012 2011
Cost of sales $ 70 $ 52 $ 19€ $ 15E
Research and developmt 172 11¢ 50C 33€
Selling, general and administrati 20€ 112 59€ 37¢
Total shar-based compensation expe! $ 448 3 284 $ 1,29 % 87C

The income tax benefit related to share-based cosgten expense was $131 million and $432 millienthe three- and nineonth period
ended June 30, 2012, respectively, and $113 miliwh $349 million for the three- and ninmenth periods ended June 25, 2011, respect
As of June 30, 2012, the total unrecognized comgt@ns cost related to outstanding stock options R8tJs expected to vest was $4.3 hill
which the Company expects to recognize over a veiyaverage period of 3.4 years.

Employee Benefit Plans
Rule 10b5-1 Trading Plans

During the threewonth period ended June 30, 2012, executive offif@mothy D. Cook, Peter Oppenheimer, D. Bruce Sewilip W.
Schiller, and Jeffrey E. Williams, and directorsiNgm V. Campbell and Arthur D. Levinson had equitgding plans adopted in accords
with Rule 10b5-1(c)(1) of the Securities Exchangs éf 1934, as amended (the “Exchange Ad).equity trading plan is a written docum
that preestablishes the amounts, prices and dates (or farfoudetermining the amounts, prices and daté$)tare purchases or sales of
Company'’s stock, including shares acquired pursteatite Company’s employee equity plans.
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Dividend and Stock Repurchase Program

In March 2012, the Board of Directors of the Compapproved a dividend policy pursuant to whichléns to make, subject to subseq!
declaration, quarterly dividends of $2.65 per shaeginning in the fourth quarter of 2012. Addigdig, in March 2012, the Compars/Boart
of Directors authorized a program to repurchaséoufilO billion of the Compang’common stock beginning in 2013. The repurchasgran
is expected to be executed over a thyear period with the primary objective of neutradgthe impact of dilution from future employee &y
grants and employee stock purchase programs. plectgase program does not obligate the Compangaoiree any specific number of shai

Note 6 — Commitments and Contingencies
Accrued Warranty and Indemnification

The following table presents changes in the Comisaagcrued warranties and related costs for theethand ninenonth periods end
June 30, 2012 and June 25, 2011 (in millions):

Three Months Ended Nine Months Ended
June 30, June 25, June 30, June 25,
2012 2011 2012 2011
Beginning accrued warranty and related costs $ 1,67¢ $ 1,10 $ 1,24C $ 761
Cost of warranty claim (43€) (28¢) (1,307 (790
Accruals for product warran 323 37& 1,62¢ 1,21¢
Ending accrued warranty and related c $ 1565 $ 1,19C $ 1568 $ 1,19(

The Company generally does not indemnify eisdss of its operating system and application sofwagainst legal claims that the softv
infringes thirdparty intellectual property rights. Other agreersestered into by the Company sometimes includenmification provision
under which the Company could be subject to cost¥oa damages in the event of an infringement claigainst the Company or
indemnified thirdparty. However, the Company has not been requobadake any significant payments resulting from sanhinfringemer
claim asserted against it or an indemnified thgedty and, in the opinion of management, does awgéla potential liability related to unresol
infringement claims subject to indemnification taduld materially adversely affect its financialnclition or operating results. Therefore,
Company did not record a liability for infringemegtsts as of either June 30, 2012 or Septembe&(4,.

The Company has entered into indemnification agegsgsmwith its directors and executive officers. BInthese agreements, the Compan)
agreed to indemnify such individuals to the fullestent permitted by law against liabilities thaisa by reason of their status as directo
officers and to advance expenses incurred by sudiiduals in connection with related legal prodegd. It is not possible to determine
maximum potential amount of payments the Companydcbe required to make under these agreementdadtiee limited history of pric
indemnification claims and the unique facts anduwinstances involved in each claim. However, the amg maintains directors and offic
liability insurance coverage to reduce its expogorsuch obligations, and payments made under thgeements historically have not b
material.

Concentrations in the Available Sources of SupplyfdMaterials and Product

Although most components essential to the Comabysiness are generally available from multiplerses, a number of components
currently obtained from single or limited sourcesjch subjects the Company to significant supplg pricing risks. Many components that
available from multiple sources are at times sul@éndustrywide shortages and significant commodity pricingcfuations. In addition, tl
Company has entered into various agreements fasutpply of components; however, there can be noagtee that the Company will be &
to extend or renew these agreements on similarstesmat all. Therefore, the Company remains sailtgesignificant risks of supply shortag
and price increases that can materially adverdédgtats financial condition and operating results
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The Company and other participants in the mobil@manication and media device and personal compndieistries also compete for varic
components with other industries that have expeeeérincreased demand for their products. The Coynplmo uses some custom compor
that are not common to the rest of these industaed new products introduced by the Company aftdize custom components availa
from only one source. When a component or prodses mnew technologies, initial capacity constraimay exist until the suppliergields hav:
matured or manufacturing capacity has increasethdfCompanys supply of components for a new or existing produere delayed 1
constrained, or if an outsourcing partner delayleigrsents of completed products to the Company,Gbmpanys financial condition ar
operating results could be materially adverselgafd. The Company’business and financial performance could alsm&kerially adverse
affected depending on the time required to obtafficdent quantities from the original source, oritlentify and obtain sufficient quantit
from an alternative source. Continued availabilifythese components at acceptable prices, or atmaly be affected if those suppli
concentrated on the production of common comporiestsad of components customized to meet the Coypeequirements.

Substantially all of the Compars/hardware products are manufactured by outsoupanmers that are primarily located in Asia. Angfigant
concentration of this manufacturing is currentlyfpemed by a small number of outsourcing partneften in single locations. Certain of th
outsourcing partners are the sole-sourced suppliesomponents and manufacturers for many of thengamy’s products. Although tl
Company works closely with its outsourcing partremsmanufacturing schedules, the Compargperating results could be adversely affe
if its outsourcing partners were unable to meefrtpeoduction commitments. The Compasypurchase commitments typically covel
requirements for periods up to 150 days.

Long-Term Supply Agreements

The Company has entered into loegm agreements to secure the supply of certai@nitory components. Under certain of these agrees;
which expire between 2012 and 2022, the Companynfaade prepayments for the future purchase of imrgrdomponents and has agree
acquire capital equipment to use in the manufaecguof such components.

As of June 30, 2012, the Company had a total oft $llion of inventory component prepayments outdtag, of which $1.3 billion
classified as other current assets and $3.1 biliatassified as other assets in the Condenseddlidated Balance Sheets. The Company |
total of $2.3 billion of inventory component prepagnts outstanding as of September 24, 2011. Thep@oy's outstanding prepayments \
be applied to certain inventory component purchasade during the term of each respective agreeniaming the three- and ninmontt
periods ended June 30, 2012, the Company utilizédndillion and $634 million of inventory compongiepayments, respectively.

Additionally, as of June 30, 2012, the Company batstanding off-balance sheet commitments undeaicelongterm supply agreements
make inventory component prepayments and to acqapgal equipment to use in the manufacturinguechscomponents of $302 million.

Other Off-Balance Sheet Commitments

The Company leases various equipment and facjlitmetuding retail space, under noncancelable dpeydease arrangements. The Comg
does not currently utilize any other dffdance sheet financing arrangements. The majditfdeases are typically for terms not exceedir
years and generally provide renewal options fangenot exceeding five additional years. Leasesdtail space are for terms ranging from

to 20 years, the majority of which are for 10 yeansd often contain multi-year renewal options. d&kslune 30, 2012, the Compasytota
future minimum lease payments under noncancelgi#eating leases were $4.1 billion, of which $310dri related to leases for retail space.

The Company utilizes several outsourcing partnemnhanufacture sub-assemblies for the Compmapyoducts and to perform final assen
and testing of finished products. These outsourpargners acquire components and build productchaselemand information supplied by
Company, which typically covers periods up to 1591 The Company also obtains individual componfmtgs products from a wide varie

of individual suppliers. Consistent with industmagptice, the Company acquires components throughmbination of purchase orders, supj
contracts, and open orders based on projected demBommation. As of June 30, 2012, the Company daidtanding off-balance sheet third-
party manufacturing commitments and component @seltommitments of $13.6 billion.
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In addition to the ofbalance sheet commitments mentioned above, the @oyripad outstanding obligations of $4.5 billioroddune 30, 201
which were comprised mainly of commitments to aoggiapital assets, including product tooling andhafacturing process equipment,
commitments related to advertising, research amdldpment, Internet and telecommunications senécekother obligations.

Contingencies

The Company is subject to various legal proceedamgs claims that have arisen in the ordinary coofseusiness and have not been 1
adjudicated, certain of which are discussed in Paitem 1 of this Form 10-Q under the heading daéProceedingsdnd in Part Il, Item 1A «
this Form 10-Q under the heading “Risk Factots.the opinion of management, there was not at leasasonable possibility the Comp
may have incurred a material loss, or a materis ln excess of a recorded accrual, with respdostcontingencies. However, the outcorr
litigation is inherently uncertain. Therefore, alttyh management considers the likelihood of suchusocome to be remote, if one or morn
these legal matters were resolved against the Caynpa a reporting period for amounts in excess @nagemeng expectations, tl
Company’s consolidated financial statements for tbporting period could be materially adverselgeted.

Note 7 — Segment Information and Geographic Data

The Company reports segment information based erirttanagementépproach. The management approach designatesténeainreportin
used by management for making decisions and asggssiformance as the source of the Company’s tagersegments.

The Company manages its business primarily on grgebic basis. Accordingly, the Company determiitedeportable operating segme
which are generally based on the nature and latatigts customers, to be the Americas, EuropeadafsiaPacific and Retail. The results
the Americas, Europe, Japan and AB&zific segments do not include results of the iRe¢égment. The Americas segment includes bothh
and South America. The Europe segment includespgearocountries, as well as the Middle East anccAfiThe AsiaPacific segment includ
Australia and Asian countries, other than Japare Rletail segment operates Apple retail stores ircdintries, including the U.S. Ee
reportable operating segment provides similar hardwand software products and similar services. 8¢eunting policies of the varic
segments are the same as those described in N68uhmary of Significant Accounting Policies” ofishForm 10€Q and in the Notes
Consolidated Financial Statements in Part Il, I&of the Company’s 2011 Form 10-K.

The Company evaluates the performance of its opgraegments based on net sales and operating éxddet sales for geographic segm
are generally based on the location of customehnfieviRetail segment net sales are based on salestire Company retail stores. Operati
income for each segment includes net sales to fiartles, related cost of sales and operating esqeedirectly attributable to the segm
Advertising expenses are generally included in ghegraphic segment in which the expenditures areriad. Operating income for e:
segment excludes other income and expense andncerpenses managed outside the operating segnm@ogss excluded from segm
operating income include various corporate expessel as manufacturing costs and variances naided| in standard costs, research
development, corporate marketing expenses, dbesed compensation expense, income taxes, varionseaurring charges, and ot
separately managed general and administrative.desty to 2012, the Company allocated to corpoestgenses certain costs associated
its highyprofile retail stores that have been designed auitt to promote brand awareness and serve as eshicr corporate sales ¢
marketing activities. Beginning in 2012, the Compan longer allocates these costs to corporateresqzeand reclassified $26 million and
million of such costs from corporate to Retail seginexpenses for the three- and nineath periods ended June 25, 2011, respectivels
Company does not include intercompany transfera/dmt segments for management reporting purposgmede assets exclude corpo
assets, such as cash and cash equivalents, stmorated long-term marketable securities, other Itarg: investments, manufacturing
corporate facilities, product tooling and manufaiciy process equipment, miscellaneous corporatastriicture, goodwill and other acqui
intangible assets. Except for the Retail segmetital asset purchases for long-lived assets dareeported to management by segment.
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The following table shows information by operateggment for the three- and nimenth periods ended June 30, 2012 and June 25, (&t
millions):

Three Months Ended Nine Months Ended
June 30, June 25, June 30, June 25,
2012 2011 2012 2011
Americas:
Net sales $ 12,80¢ $ 10,12¢ $ 43,70 $ 28,66
Operating incomi $ 5,202 $ 3,59¢ $ 18,06¢ $ 10,25(
Europe:
Net sales $ 8237 % 7,09¢ $ 28,30( $ 20,381
Operating incom: $ 3,261 $ 3,107 $ 11,81¢ $ 8,41«
Japan
Net sales $ 2,00¢ $ 1,51C $ 8,20¢ $ 4,32¢
Operating incom: $ 1,07: $ 73t % 4597 $ 1,99¢
Asia-Pacific:
Net sales $ 7881 $ 6,332 $ 25,737 $ 16,06:
Operating incom $ 3,37¢ % 2,782 $ 1145. $ 6,86¢
Retail:
Net sales $ 4,08 $ 3,505 $ 14,59¢ $ 10,54
Operating incomi $ 86¢ $ 80z $ 3,871 $ 2,59(

A reconciliation of the Company’s segment operaiimgpme to the condensed consolidated financiéistants for the three- and ningntt
periods ended June 30, 2012 and June 25, 201 ¥dfiags (in millions):

Three Months Ended Nine Months Ended
June 30, June 25, June 30, June 25,
2012 2011 2012 2011
Segment operating incon $ 13,77¢ $ 11,022 $ 49,80t $  30,11¢
Shar-based compensation expel (44%) (284) (1,292 (870
Other corporate expenses, net (1,75%) (1,359 (4,216 (4,169
Total operating incom $ 11577 % 9,37¢ $ 44297 $  25,08(

(@) Other corporate expenses include research and apemeht, corporate marketing expenses, manufactwosgs and variances |
included in standard costs, and other separatehaged general and administrative exper
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ltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

This section and other parts of this Form 10-Q eégmfforwarddooking statements, within the meaning of the Rev@ecurities Litigatic
Reform Act of 1995, that involve risks and uncettas. Forwarclooking statements can be identified by words sash‘anticipates,”
“expects,” “believes,” “plans,” “will,” “would,” “c ould,” and similar terms. Forwardeoking statements are not guarantees of fi
performance and the Comp¢'s actual results may differ significantly from tresults discussed in the forwalabking statements. Factors tl
might cause such differences include, but are inutdd to, those discussed in Part II, Item 1A,siRFactors” of this Form 1@, which ar
incorporated herein by reference. The followingcdission should be read in conjunction with the Canys Annual Report on Form 10for
the year ended September 24, 2011 (the “2011 FA@AK"] filed with the U.S. Securities and Exchangen@nission (the “SEC™jand the
condensed consolidated financial statements andsnibiereto included elsewhere in this FormQOAIl information presented herein is ba
on the Company'’s fiscal calendar. Unless othenstsgéed, references in this report to particular sear quarters refer to the Compasyfisca
years ended in September and the associated qeartehose fiscal years. Each of the terms“Company” and “Apple” as used herein refe
collectively to Apple Inc. and its wholbwned subsidiaries, unless otherwise stated. Thepaay assumes no obligation to revise or uf
any forward-looking statements for any reason, pkes required by law.

Available Information

The Company’s Annual Report on Form 10-K, Quart&gports on Form 10-Q, Current Reports on Foriq) 8hd amendments to reports fi
pursuant to Sections 13(a) and 15(d) of the SeéesirExchange Act of 1934, as amended (the “Exch&wg, are filed with the SEC. Su
reports and other information filed by the Compavith the SEC are available on the Company’s weleditattp://www.apple.com/invest
when such reports are available on the SB@bsite. The public may read and copy any méddiilad by the Company with the SEC at
SEC’s Public Reference Room at 100 F Street, NE, RdaB0,1Washington, DC 20549. The public may obtafarimation on the operation
the Public Reference Room by calling the SEC aDQ-BEC0O330. The SEC maintains an Internet site that dositeeports, proxy ai
information statements and other information regmydssuers that file electronically with the SECh#Hp://www.sec.gov The contents of the
websites are not incorporated into this filing. ther, the Compang’ references to the URLs for these websites aendetd to be inacti
textual references only.

Executive Overview

The Company designs, manufactures, and marketslenodsinmunication and media devices, personal coanpuand portable digital mu
players, and sells a variety of related softwaeeyises, peripherals, networking solutions, anddtpiarty digital content and applications. -
Company’s products and services include iPhone ad #P, Mac® , iPoc® , Apple T¥ a portfolio of consumer and professional soft
applications, the iOS and OS® operating syste@iguid® ,and a variety of accessory, service and suppoetioffs. The Company also s
and delivers digital content and applications tigiothe iTunes Storé App Store™, iBookstore™, and Mac App Store. The @Gany sells it
products worldwide through its retail stores, oalistores, and direct sales force, as well as thrdbgd-party cellular network carriel
wholesalers, retailers, and value-added reselleraddition, the Company sells a variety of thiakty iPhone, iPad, Mac and iPod compa
products, including application software and vasi@agcessories through its online and retail stdres.Company sells to consumers, small
mid-sized businesses, and education, enterprisg@refnment customers.

The Company is committed to bringing the best @sgrerience to its customers through its innovatisedware, software, peripherals,
services. The Comparg/business strategy leverages its unique abiliyesign and develop its own operating systems,weel applicatio
software, and services to provide its customers pevducts and solutions with superior easeisd; seamless integration, and innovi
design. As part of its strategy, the Company caminto expand its platform for the discovery anlivdey of third-party digital content ar
applications through the iTunes Store. As parthefiTunes Store, the CompasyApp Store and iBookstore allow customers to disc@nt
download applications and books through either & BaWindows-based computer or through “iOS deviceamely iPhone, iPad and iF
touch. The Compang’Mac App Store allows customers to easily discodewnload and install Mac applications. The Conypalso suppor

a community for the development of third-party safte and hardware products and digital contentdbatplement the Comparsybfferings
The Company’s strategy also includes expandingligibution network to effectively reach more amers and provide them with a high-
quality sales and post-sales support experience.
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The Company participates in several highly competimarkets, including mobile communications andliaalevices with its iPhone, iPad i
iPod product families; personal computers withNtac computers; and distribution of thiparty digital content and applications through
iTunes Store, App Store, iBookstore, and Mac Appré&tWhile the Company is widely recognized asaaileg innovator in the markets wh
it competes, these markets are highly competithcesaubject to aggressive pricing. To remain contigetithe Company believes that contir
investment in research and development and matketimd advertising is critical to the developmendl @ale of innovative products ¢
technologies. The Comparsyfesearch and development spending is focuseavesting in new hardware and software products,ifidrthel
developing its existing products, including iPhoiRgd, Mac, and iPod hardware; iOS and OS X opegatystems; and a variety of applica
software and online services.

The Company uses a variety of direct and indirégtidution channels, such as its retail storedinerstores, and direct sales force, and third-
party cellular network carriers, wholesalers, fetaj and valuedded resellers. The Company believes that sale$s ahnovative an
differentiated products are enhanced by knowledgesdlespersons who can convey the value of théwase and software integration, i
demonstrate the unique solutions that are availablés products. The Company further believes joliog direct contact with its target
customers is an effective way to demonstrate tvarstdges of its products over those of its comprstiand providing a highuality sales ar
after-sales support experience is critical to ating new and retaining existing customers. To emsuhighgquality buying experience for
products in which service and education are emphdsithe Company continues to expand and impraveligtribution capabilities |
expanding the number of its own retail stores waidet. Additionally, the Company has invested ingreoms to enhance reseller sale:
placing high-quality Apple fixtures, merchandisintaterials and other resources within selected 4héndy reseller locations. Through
Apple Premium Reseller Program, certain ttpatty resellers focus on the Apple platform by jdovg a high level of integration and supy
services, and product expertise.

Products

The Company offers a range of mobile communicasiod media devices, personal computing productspantble digital music players,
well as a variety of related software, servicegjpberals, networking solutions and various thpatty hardware and software products
addition, the Company offers its own software pmduincluding iOS, the Comparsy’proprietary mobile operating system; OS X,
Companys proprietary operating system software for its Mamputers; server software; and application softviar consumer, education, ¢
business customers.

In March 2012, the Company introduced the new iRathounced lower pricing on the iPad 2, and rettaseupdated version of Apple 1
The Company also introduced iPhéto for iOS, andigexd updates to iMovie , GarageBand and iWork i@s.

In June 2012, the Company introduced a new MacBoBko with Retina" Display. The Company also announced iOS 6, whigtxjsecte
to be available in the fall of 2012, and Mountaion, the ninth major release of OS X, which becavalable in July 2012.

A detailed discussion of the Company'’s other preslntay be found in Part |, Item 1, “Business,” e Company’s 2011 Form 10-K.

Quarterly Dividends and Stock Repurchase Program

In March 2012, the Company announced its plansit@ie a quarterly dividend of $2.65 per share@hmon stock beginning in the fou
quarter of 2012, subject to declaration by its Boair Directors. The Company further announced thatBoard of Directors has authorize
program to repurchase up to $10 billion of the Canys common stock, commencing in 2013. On July 2422@e Board of Directo
declared a dividend of $2.65 per share to shareh®lof record as of the close of business on Aubt®is2012, payable on August 16, 2012.
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Critical Accounting Policies and Estimates

The preparation of financial statements and reldiedosures in conformity with U.S. generally gutesl accounting principles (“GAAP3nc
the Company’s discussion and analysis of its fireraondition and operating results require the @any’s management to make judgme
assumptions, and estimates that affect the amoeptsted in its condensed consolidated financakstents and accompanying notes. Nc
“Summary of Significant Accounting Policies” in tiNotes to Condensed Consolidated Financial StatemedPart I, Item 1 of this Form 1Q-
and in the Notes to Consolidated Financial Statésn@nPart I, ltem 8 of the Company’s 2011 FormKLdescribes the significant account
policies and methods used in the preparation oChvpanys condensed consolidated financial statements. d#anant bases its estimate:
historical experience and on various other assumgtit believes to be reasonable under the ciramuss, the results of which form the b
for making judgments about the carrying valuesssiess and liabilities. Actual results may diffesrfr these estimates and such differences
be material.

Management believes the Companycritical accounting policies and estimates amse¢hrelated to revenue recognition, valuation
impairment of marketable securities, inventory aéilbn and inventory purchase commitments, warraasfs, income taxes, and legal and ¢
contingencies. Management considers these polmiéisal because they are both important to thetrpgal of the Company’ financia
condition and operating results, and they requienagement to make judgments and estimates aboetemtty uncertain matters. T
Companys senior management has reviewed these criticalatiaog policies and related disclosures with thelifand Finance Committee
the Company’s Board of Directors.

Revenue Recognitic

Net sales consist primarily of revenue from thes sdlhardware, software, digital content and ajgpiins, peripherals, and service and suj
contracts. The Company recognizes revenue whengsve evidence of an arrangement exists, deliwasyoccurred, the sales price is fixe
determinable, and collection is probable. Prodsicoinsidered delivered to the customer once ibkas shipped and title and risk of loss |
been transferred. For most of the Compangioduct sales, these criteria are met at the thmeproduct is shipped. For online sale
individuals, for some sales to education custoritethe U.S., and for certain other sales, the Comptefers recognition of revenue until
customer receives the product because the Compaaing a portion of the risk of loss on these sdlgtg transit. The Company recogni
revenue from the sale of hardware products, soéwandled with hardware that is essential to timetionality of the hardware, and thipdrty
digital content sold on the iTunes Store in accocgawith general revenue recognition accountinglgnée. The Company recognizes revi
in accordance with industry specific software actimg guidance for the following types of salemactions: (i) standalone sales of soft
products, (ii) sales of software upgrades and<éigs of software bundled with hardware not egadntthe functionality of the hardware.

For multi-element arrangements that include hardwaroducts containing software essential to thedware product functionality
undelivered software elements that relate to thelviiare product’s essential software, and undeliverensoftware services, the Compi
allocates revenue to all deliverables based om thkitive selling prices. In such circumstanche, Company uses a hierarchy to determin
selling price to be used for allocating revenuedétiverables: (i) vendor-specific objective evideraf fair value (“VSOE"), (ii) thirdparty
evidence of selling price (“TPE”) and (iii) besttiezate of the selling price (“ESP"YSOE generally exists only when the Company sék
deliverable separately and is the price actualprgéd by the Company for that deliverable. ESHeaethe Company best estimates of wl
the selling prices of elements would be if theyeveold regularly on a stand-alone basis.

For sales of iPhone, iPad, and Apple TV, for sale#8?od touch beginning in June 2010, and for safeslac beginning in June 2011,
Company has indicated it may from timetime provide future unspecified software upgraded f@atures free of charge to customers. In
2011, the Company announced it would begin progidiarious norsoftware services to owners of qualifying versioh#S devices and Mg
Because the Company has neither VSOE nor TPE fmethunspecified software upgrade rights or the suftware services, revenue
allocated to these rights and services based olCtimpany’s ESPs. Amounts allocated to the unsgetcsoftware upgrade rights and non-
software services are deferred and recognized siraghtline basis over the estimated lives of each ofatdmvices, which range from 24
48 months. The Company’s process for determiningsEi8volves management’s judgment. The Compapyocess considers multiple fac
that may vary over time depending upon the unigutsfand circumstances related to each delivertitthe facts and circumstances underl
the factors considered change, including the estichar actual costs incurred to provide rsmftware services or the estimated lives o
related devices, or should future facts and cir¢armees lead the Company to consider additionabfacthe Compang’ ESP for softwa
upgrades and noseftware services related to future sales of tliEseéces could change. If the estimated life of onenore of the devic
should change, the future rate of amortizatiorhefrevenue allocated to the software upgrade rigbtdd also change.
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The Company records reductions to revenue for estidhcommitments related to price protection andcicstomer incentive prograr
including reseller and end-user rebates, and athless programs and volumbesed incentives. For transactions involving ppoatection, th
Company recognizes revenue net of the estimatediisimio be refunded, provided the refund amountlEmneasonably and reliably estime
and the other conditions for revenue recognitiomehlaeen met. The Compasypolicy requires that, if refunds cannot be rdjiagstimatec
revenue is not recognized until reliable estimatesbe made or the price protection lapses. Fdowes incentive programs, the estimated
of these programs is recognized at the later ofitite at which the Company has sold the produthtedate at which the program is offe
The Company also records reductions to revenuexpected future product returns based on the Coyipdristorical experience. Futi
market conditions and product transitions may neqtile Company to increase customer incentive progrand incur incremental pr
protection obligations that could result in additibreductions to revenue at the time such prog@mm®offered. Additionally, certain custor
incentive programs require management to estinm@entimber of customers who will actually redeemitioentive. Managemerst’estimate
are based on historical experience and the speeifics and conditions of particular incentive peogs. If a greater than estimated propo
of customers redeem such incentives, the Companydwae required to record additional reductionsetieenue, which would have an adw
impact on the Company’s results of operations.

Valuation and Impairment of Marketable Securities

The Company'’s investments in available-fale securities are reported at fair value. Unzedligains and losses related to changes in tt
value of securities are recognized in accumulatedracomprehensive income, net of tax, in the ComjgCondensed Consolidated Bale
Sheets. Changes in the fair value of availablestde- securities impact the Compayiet income only when such securities are soldr
other-thantemporary impairment is recognized. Realized gaim$ losses on the sale of securities are deterntipespecific identification «
each security’s cost basis. The Company regulaiyews its investment portfolio to determine if asgcurity is other-thatemporarily
impaired, which would require the Company to recardimpairment charge in the period any such detetion is made. In making tt
judgment, the Company evaluates, among other thihgsduration and extent to which the fair valdeacsecurity is less than its cost,
financial condition of the issuer and any chandesdto, and the Compamyintent to sell, or whether it is more likely thant it will be
required to sell, the security before recoverytaf itts amortized cost basis. The Company’s assegsonewhether a security is other-than-
temporarily impaired could change in the future tuaew developments or changes in assumptiontedeta any particular security.

Inventory Valuation and Inventory Purchase Committs

The Company must order components for its prodaietsbuild inventory in advance of product shipmeftee Company records a writewr
for inventories of components and products, inclgdihirdparty products held for resale, which have becolsolete or are in excess
anticipated demand or net realizable value. The g2omy performs a detailed review of inventory eashal quarter that considers multi
factors including demand forecasts, product lifeleystatus, product development plans, currensdaleels, and component cost trends.
industries in which the Company competes are stibjea rapid and unpredictable pace of product @rponent obsolescence and den
changes. If future demand or market conditionstlier Companys products are less favorable than forecasted wnfdreseen technologi
changes negatively impact the utility of componienentory, the Company may be required to recorditemhal write-downs, which woul
adversely affect its results of operations in theqa when the write-downs were recorded.

The Company records accruals for estimated canicglldees related to component orders that have lsemcelled or are expected tc
cancelled. Consistent with industry practice, thenpany acquires components through a combinatigpuathase orders, supplier contre
and open orders based on projected demand infemdathese commitments typically cover the Compsmgfuirements for periods up to .
days. If there is an abrupt and substantial dedlinéemand for one or more of the Compangproducts or an unanticipated chang
technological requirements for any of the Compamroducts, the Company may be required to recdditianal accruals for cancellation fi
that would adversely affect its results of operragitn the period when the cancellation fees anetified and recorded.
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Warranty Costs

The Company provides for the estimated cost of ward and software warranties at the time the rélad¢enue is recognized basec
historical and projected warranty claim rates,drisal and projected cost-pelaim, and knowledge of specific product failurbattare outsic
of the Companys typical experience. Each quarter, the Companyafeates its estimates to assess the adequacg ofédorded warran
liabilities considering the size of the installedsk of products subject to warranty protection adjdists the amounts as necessary. If a
product failure rates or repair costs differ frogtimates, revisions to the estimated warranty liteds would be required and could materi
affect the Company’s results of operations.

Income Taxe

The Company records a tax provision for the anigg tax consequences of the reported resultsesfiipns. The provision for income ta
is computed using the asset and liability methadjen which deferred tax assets and liabilities re@gnized for the expected future
consequences of temporary differences betweeninhadial reporting and tax bases of assets anditied, and for operating losses and
credit carryforwards. Deferred tax assets andliteds are measured using the currently enactedates that apply to taxable income in ef
for the years in which those tax assets are expeotbe realized or settled. The Company recongslgation allowance to reduce deferred
assets to the amount that is believed more likedy hot to be realized.

The Company recognizes tax benefits from uncettinpositions only if it is more likely than notatthe tax position will be sustained
examination by the taxing authorities, based ortélshnical merits of the position. The tax benefsognized in the financial statements f
such positions are then measured based on thestdogeefit that has a greater than 50% likelihdfdoleing realized upon ultimate settlement.

Management believes it is more likely than not foatcasted income, including income that may beegated as a result of certain tax plan
strategies, together with future reversals of @xgstaxable temporary differences, will be suffii¢o fully recover the deferred tax asset:
the event that the Company determines all or plath® net deferred tax assets are not realizabkhenfuture, the Company will make
adjustment to the valuation allowance that woulctharged to earnings in the period such deterntinas made. In addition, the calculatior
tax liabilities involves significant judgment in tesating the impact of uncertainties in the apgima of GAAP and complex tax lav
Resolution of these uncertainties in a manner isisbent with management’s expectations could haweaterial impact on the Compasy’
financial condition and operating results.

Legal and Other Contingenci

As discussed in Part I, Item 1 of this Form 10-Q@ler the heading “Legal Proceedings” and in Not&Cemmitments and Contingencies
the Notes to Condensed Consolidated Financial i@&tes in Part |, Item 1 of this Form I@-the Company is subject to various It
proceedings and claims that arise in the ordinaryse of business. The Company records a liahiltign it is probable that a loss has t
incurred and the amount is reasonably estimablereTls significant judgment required in both thel@ability determination and as to whel
an exposure can be reasonably estimated. In tiéoopdf management, there was not at least a raaopossibility the Company may h.
incurred a material loss, or a material loss inesscof a recorded accrual, with respect to lossirgemcies for legal and other contingenc
However, the outcome of legal proceedings and ddinought against the Company are subject to $igmif uncertainty. Therefore, althot
management considers the likelihood of such anooutcto be remote, if one or more of these legatermtvere resolved against the Comy
in a reporting period for amounts in excess of ngan@ent’'s expectations, the Compangbnsolidated financial statements for that repg
period could be materially adversely affected.
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Fiscal Period

The Company’s fiscal year is the 52 or 53-weekqukthat ends on the last Saturday of SeptemberCoinepanys fiscal year 2012 will incluc
53 weeks and will end on September 29, 2012. Aisek has been included in the first quarter of 2@k2is done approximately every
years to realign the Compe's fiscal quarters more closely to calendar quariérs first quarter of 2011 spanned 13 weeks. Bictuof the 1
thweek in the first quarter of 2012 increased the Gamy’s overall net sales and operating expensethdéonine months ended June 30, 2012.

Net Sales

The following table summarizes net sales by opegategment and net sales and unit sales by prdducig the three- and nimeenth period
ended June 30, 2012 and June 25, 2011 (dollardllinmma and units in thousands):

Three Months Ended Nine Months Ended
June 30, June 25, June 30, June 25,
2012 2011 Change 2012 2011 Change
Net Sales by Operating Segmer:
Americas net sale $ 12,80¢ $ 10,12¢ 26% $ 43,70: $ 28,663 52%
Europe net sale 8,231 7,09¢ 16% 28,30( 20,381 39%
Japan net sale 2,00¢ 1,51C 33% 8,20¢ 4,32¢ 90%
Asia-Pacific net sale 7,881 6,332 25% 25,731 16,06: 60%
Retail net sale 4,08¢ 3,50¢ 17% 14,59¢ 10,54: 38%
Total net sale $ 35,02: $ 28,57! 23% $120,54: $ 79,97¢ 51%
Net Sales by Produc:
Mac Desktops (a)(i $ 1,281 $ 1,58( (19)% $ 4,78 $ 4,752 1%
Mac Portables (b)(i 3,64¢ 3,62¢ 3% 11,81¢ 10,75¢ 10%
Total Mac net sale 4,93: 5,10¢ )% 16,60: 15,51 7%
iPod (c)(i) 1,06( 1,32¢ (20)% 4,79t 6,35( (24)%
Other music related products and service: 2,06( 1,571 31% 6,23¢ 4,63€ 35%
iPhone and related products and services | 16,24 13,311 22% 63,35: 36,07 76%
iPad and related products and services ( 9,171 6,04¢ 52% 24,91« 13,49( 85%
Peripherals and other hardware 663 517 28% 2,072 1,69( 23%
Software, service and other sales 891 69€ 28% 2,567 2,22¢ 15%
Total net sale $ 35,02: $ 28,57! 23% $120,54: $ 79,97¢ 51%
Unit Sales by Product:
Mac Desktop: 1,01C 1,15¢ (13)% 3,68¢ 3,391 9%
Mac Portable: 3,01( 2,792 8% 9,54 8,45( 13%
Total Mac unit sale 4,02 3,947 2% 13,23¢ 11,84 12%
iPod unit sale: 6,751 7,53¢ (20)% 29,82 35,99¢ Q7%
iPhone unit sale 26,02¢ 20,33¢ 28% 98,13¢ 55,22( 78%

iPad unit sale 17,04: 9,24¢ 84% 44,27+ 21,271 108%

(@) Includes revenue from iMac, Mac mini and Mac Prles:
(b) Includes revenue from MacBook, MacBook Air and MaoR Pro sales
(c) Includes revenue from iPod sal

(d) Includes revenue from sales from the iTuneseStapp Store, and iBookstore in addition to saleB’od services and Appleranded an
third-party iPod accessorie

(e) Includes revenue from sales of iPhone, iPhone aesyiand Appl-branded and thi-party iPhone accessori¢

(H Includes revenue from sales of iPad, iPad servared Appl-branded and thi-party iPad accessorie

(9) Includes revenue from sales of displays, networkirgglucts, and other hardwa

(h) Includes revenue from sales of Ag-branded and thi-party Mac software, and servici

() Includes amortization of related revenue deferoechbr-software services and embedded software upgrahs:
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Net sales during the third quarter and first nirenths of 2012 increased $6.5 billion or 23%, an@l.@illion or 51%, respectively, compa
to the same periods in 2011. Several factors durted positively to this increase, including theliidn of the 14hweek in the first quarter
2012, as well as the following:

Net sales of iPhone and related products and ssrviere $16.2 billion and $63.4 billion in the thquarter and first nine months
2012, respectively, representing increases of 288676%, compared to the same periods in 2011, césphy. iPhone unit sal
totaled 26.0 million and 98.1 million during tharthquarter and first nine months of 2012, respetyi representing increases
28% and 78%, compared to the same periods in 2@%pectively. The year-ovgear growth in iPhone unit sales during the 1
quarter of 2012 reflects increased demand for iBhorall of the Companyg’ operating segments as a result of the launcRhafri¢
4S earlier in the year, ongoing demand for iPhoa@d 3GS, and expanded distribution with new cex@ad resellers. Net sales
iPhone and related products and services were 4674 #% of the Compang’total net sales for the third quarters of 201@ 201 1
respectively, and were 53% and 45% of the Com’s total net sales during the first nine months@f2and 2011, respective

Net sales of iPad and related products and serwees $9.2 billion and $24.9 billion in the thirdarter and first nine months
2012, respectively, representing increases of 588685% compared to the same periods in 2011, régplyc iPad unit sales we
17.0 million and 44.3 million during the third qter and first nine months of 2012, respectivelpresenting increases of 84%
108%, compared to the same periods in 2011, ragplctThe year-ovegear increase in iPad net sales and unit salesgltink
third quarter of 2012 was driven by strong iPad dedhin all of the Compang’operating segments, the launch of the new iF
March 2012, and expanded distribution with new ltese The year-oveyear growth rate of iPad unit sales was higher tia
growth rate of iPad net sales during the third tpraonf 2012 due to a reduction of average selliigeg as a result of a shift
product mix toward lowepriced iPads, price reductions for iPad 2 and aneise in indirect sales due to expanded distdh
through third-party resellers. Net sales of iPad eated products and services were 26% and 21tMecCompan)s total net sal
for the third quarters of 2012 and 2011, respebtjvend were 21% and 17% of the Compantgtal net sales during the first r
months of 2012 and 2011, respectivt

Mac net sales were $4.9 billion and $16.6 billionthe third quarter and first nine months of 20d&pectively, representing
decrease of 3% and an increase of 7% in the thiadter and first nine months of 2012, respectivebmpared to the same peri
in 2011. Mac unit sales increased 73,000 or 2% Hhddmillion or 12% in the third quarter and firsine months of 201
respectively, compared to the same periods in 20té&.3% year-oveyear decline in Mac net sales during the third tprasf 201.
was the result of lower average selling prices quastially offset by the 2% increase in Mac uniesaThe year-oveyear increas
in Mac unit sales during the third quarter of 204&s lower than the rates of increase experiencedcent quarters due to str
sales in the prior year resulting from the launabfea new MacBook Pro late in the second quarté?0dfl and a new iMac early
the third quarter of 2011. In contrast, the Comphay not transitioned its Mac desktop productsOh2?and did not introduce n
or updated Mac portable products until late in ttied quarter of 2012. The Company believes the Meicsales during the th
quarter of 2012 were also affected by the geneealkmwess in the market for personal computers. Masales were 14% and 1
of the Company’s total net sales for the third ¢grarof 2012 and 2011, respectively, and were 148:18% of the Compang'tota
net sales during the first nine months of 2012 201, respectively

Net sales of other music related products and ceswvere $2.1 billion and $6.2 billion in the thgdarter and first nine months
2012, respectively, representing increases of 318w8% compared to the same periods in 2011, régplyc These increases wi
due primarily to growth of the iTunes Store whiatngrated total net sales of $1.8 billion and $%ll®b for the third quarter ar
the first nine months of 2012, respectively, conegato net sales of $1.4 billion and $3.9 billiorridg the same periods in 20
respectively. The strong results of the iTuneseteflect growth of the iTunes App Store, contingedwth in the number of ust
of the Company’s products, and the expansion ofi4party audio, video and book content available e or rent via the iTun
Store. Net sales of other music related produadssanvices were 6% and 5% of the Comparigtal net sales for the thirds qus
of 2012 and 2011, respectively, and were 5% anabfbe Companys total net sales during the first nine months@f2and 201
respectively
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Partially offsetting the positive factors contriimgt to the overall increase in net sales was aedser in iPod net sales experienced acro
operating segments. iPod net sales decreased by $#6on and $1.6 billion during the third quartand first nine months of 20:
respectively, representing decreases of 20% and@tfpared to the same periods in 2011, respecti@atyilarly, iPod unit sales decreasec
10% and 17% in the third quarter of 2012 and firiste months of 2012, respectively, compared tosdmme periods in 2011, respectiv
Declines in net sales and unit sales of iPod reflee general contraction of the overall marketNti®?3 players. Net sales of iPod were 3%
5% of the Company’s total net sales for the thwdrters of 2012 and 2011, respectively, and weread#c8% of the Compargytotal net sals
during the first nine months of 2012 and 2011, eetipely.

Segment Operating Performance

The Company manages its business primarily on grgebic basis. The Compasyteportable operating segments consist of the ias
Europe, Japan, Asia-Pacific and Retail. The resflthe Americas, Europe, Japan and AR&ific segments do not include the results o
Retail segment. The Americas segment includes Hotth and South America. The Europe segment ingliglegopean countries, as well as
Middle East and Africa. The AsiBacific segment includes Australia and Asian caestrother than Japan. The Retail segment opefgiels
retail stores in 12 countries. Each reportable atpay segment provides similar hardware and soéivpmoducts and similar services. Fur
information regarding the Company’s operating segmenay be found in Note 7, “Segment Informatiod &eographic Dataih the Notes t
Condensed Consolidated Financial Statements inlHget 1 of this Form 10-Q.

Americas

Net sales in the Americas segment increased $8iGnbor 26% during the third quarter of 2012 comgzhto the third quarter of 2011, ¢
increased $15.0 billion or 52% during the firstenimonths of 2012 compared to the same period il.Z0Ae growth in net sales during
third quarter and first nine months of 2012 wasnariily driven by increased demand for iPhone follgthe successful launch of iPhone 4
the first quarter of 2012, strong demand for the ifead and iPad 2, and higher sales from the iT@tese. Further, the Company experier
higher sales of both iPad and Mac in the U.S. ditutanarket. The Americas segment accounted for an@36% of the Compars/total ne
sales in the third quarters of 2012 and 2011, sy, and 36% of the Comparsytotal net sales for the first nine months of @22 an
2011, respectively.

Europe

Net sales in the Europe segment increased $librbiir 16% during the third quarter of 2012 compate the third quarter of 2011, ¢
increased $7.9 billion or 39% during the first nmenths of 2012 compared to the same period in .2Dié& growth in net sales during the tl
quarter and first nine months of 2012 was primadiiyen by strong demand for the new iPad and ®Padd higher sales from the iTunes S
The year-over-year growth in net sales during ttet fiine months of 2012 also benefited from inseghdemand for iPhone. Lower year-over-
year growth of net sales in the Europe segmenndutie third quarter of 2012 compared to the Com’'s other geographic segments refl
growth in iPhone unit sales that was well below gnewth rates experienced by the Compamther operating segments, partially offse
strong growth in iPad unit sales. Net sales inEheope segment were also negatively impacted byebien’s uncertain economic conditic
and the strength in the U.S. dollar relative toesaWEuropean currencies, including the euro. Thege segment accounted for 23% and

of the Companyg total net sales in the third quarters of 20122011, respectively, and 24% and 26% of total aktssfor the first nine mont

of 2012 and 2011, respectively.
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Japan

Net sales in the Japan segment increased $49®mdli 33% during the third quarter of 2012 compai@dhe third quarter of 2011, &
increased $3.9 billion or 90% during the first nmenths of 2012 compared to the same period in .2DAé& growth in net sales during the fl
quarter and first nine months of 2012 was primadliien by increased demand for iPhone following sinccessful launch of iPhone 4S in
first quarter of 2012, expanded distribution witmew iPhone carrier, strong demand for the new @atliPad 2, and higher sales from
iTunes Store. The Japan segment accounted for @5%nof the Companyg’total net sales in the third quarters of 2012 2011, respectivel
and 7% and 5% of total net sales in the first mmoaths of 2012 and 2011, respectively.

Asie-Pacific

Net sales in the As-Pacific segment increased $1.6 billion or 25% dytime third quarter of 2012 compared to the thindrtgr of 2011, ar
increased $9.7 billion or 60% during the first nmenths of 2012 compared to the same period in .20Aé& growth in net sales during the fl
quarter and first nine months of 2012 was mainlg thuincreased demand for iPhone, the successfthaof iPhone 4S in mainland Ch
during the second quarter of 2012, and strong ddnfi@nthe new iPad and iPad 2, partially offsetlbyer Mac net sales during the tt
quarter of 2012 compared to the third quarter df120rhe Company did not begin selling the new iBathe new Mac portable products
mainland China until early in the fourth quarter2@fl2. The Asia-Pacific segment accounted for 22%h® Companys total net sales in t
third quarters of both 2012 and 2011, and 21% &3d &f total net sales in the first nine months @2 and 2011, respectively.

Retail

Retail net sales increased $579 million or 17%rduthe third quarter of 2012 compared to the thinerter of 2011, and increased $4.1 bil
or 38% during the first nine months of 2012 compgarethe same period in 2011. The growth in netssduring the third quarter and first r
months of 2012 was driven primarily by increasethded for iPhone following the successful launcliPRéfone 4S in the first quarter of 20
strong demand for the new iPad and iPad 2, andehilytac net sales. The Retail segment accountedZ®%s of total net sales in the th
quarters of both 2012 and 2011, and 12% and 13&talfnet sales for the first nine months of 2048 2011, respectively.

The Company opened nine new retail stores duriaghind quarter of 2012, ending the quarter witR 3%res open compared to 327 stor
the end of the third quarter of 2011. With an ageraf 367 stores and 325 stores open during the dfiarters of 2012 and 2011, respecti
average revenue per store increased 3% to $11ibmriit the third quarter of 2012 compared to thied quarter of 2011. Average revenue
store increased 24% to $40.3 million for the firgste months of 2012 compared to the same peri@®11.

The Retail segment reported operating income oB%88lion during the third quarter of 2012 compatedoperating income of $802 milli
during the third quarter of 2011, and reported afieg income of $3.9 billion during the first nimeonths of 2012 compared to $2.6 bill
during the first nine months of 2011. The year-eyear increase in Retail segment operating incongepsianarily attributable to higher over
net sales.

Expansion of the Retail segment has required amtidcemtinue to require a substantial investmenfixed assets and related infrastruct
operating lease commitments, personnel, and otperating expenses. Capital asset purchases assbeidth the Retail segment sii
inception totaled $3.3 billion through the thirdagier of 2012. As of June 30, 2012, the Retail sgnhad approximately 41,000 fdifne
equivalent employees and had outstanding lease d@omnts associated with retail space and relateilitfas of $3.0 billion. The Compal
would incur substantial costs if it were to closeltiple retail stores and such costs could advegraiéct the Compang’financial condition ar
operating results.
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Gross Margin
Gross margin for the three- and nine-month peratted June 30, 2012 and June 25, 2011 was as $oltilars in millions):

Three Months Ended Nine Months Ended
June 30, June 25, June 30, June 25,
2012 2011 2012 2011
Net sales $ 35,02 $ 28,57 $ 120,54: $ 79,97¢
Cost of sale! 20,02¢ 16,64¢ 66,28’ 47,541
Gross margir $ 1499« $ 1192 $§ 54261 $ 32,43¢
Gross margin percenta 42.8% 41.7% 45.0% 40.6%

The gross margin percentage in the third quart@04® was 42.8% compared to 41.7% in the thirdtquaf 2011. The year-ovemear increas
in gross margin during the third quarter was largilven by lower commodity and other product c@std leverage of fixed costs on highet
sales, partially offset by a shift in sales mix &ds products with lower gross margins, particyl#had, and a stronger U.S. dollar. The g
margin percentage for the first nine months of 203 45.0% compared to 40.6% in the first nine merdf 2011. The increase in gr
margin for the first nine months of 2012 was laygaliven by lower commodity and other product cokgerage of fixed costs on higher
sales and a shift in sales mix during the first bAR012 towards products with higher gross masgparticularly iPhone.

The Company expects to experience decreases @noiss margin percentage in future periods, as coedp@® levels achieved during the f
nine months of 2012, largely due to a higher mixefv and innovative products with flat or reduceidipg that have higher cost structures
deliver greater value to customers, a stronger tbfar, and potential future component cost afgotost increases.

The foregoing statements regarding the Companyp®eted gross margin percentage in future periodSawardiooking and could diffe
from actual results because of several factorsictic, but not limited to those set forth belowRart 11, Item 1A, “Risk Factorsof this Forn
10-Q and those described in this paragraph. In gemgmags margins and margins on individual produwglisremain under downward press
due to a variety of factors, including continuedustry wide global product pricing pressures, iasegl competition, compressed produc
cycles, product transitions and potential increasele cost of components, as well as potentiaieiases in the costs of outside manufact
services and a potential shift in the Compargéles mix towards products with lower gross nmargin response to competitive pressures
Company expects it will continue to take produdtipg actions, which would adversely affect grosargins. Gross margins could alsc
affected by the Comparg/ability to manage product quality and warrantgtsceffectively and to stimulate demand for certfifits products
Due to the Company’s significant international @tiems, financial results can be significantly afésl in the shorterm by fluctuations i
exchange rates.

Operating Expenses
Operating expenses for the three- and nine-monibgseended June 30, 2012 and June 25, 2011 wéod@ss (dollars in millions):

Three Months Ended Nine Months Ended
June 30, June 25, June 30, June 25,
2012 2011 2012 2011
Research and developm $ 87¢ $ 62¢ $ 247t $ 1,78¢
Percentage of net sal 3% 2% 2% 2%
Selling, general and administrati $ 2548 $ 1,91F $ 7,48¢ $ 5,674
Percentage of net sal 7% 7% 6% 7%
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Research and Development Exper‘R&D”)

R&D expense increased $248 million or 39% to $87bian during the third quarter of 2012 comparedtle same period of 2011 ¢
increased $691 million or 39% to $2.5 billion dwrithe first nine months of 2012 compared to theesgeriod in 2011. These increases \
due primarily to an increase in headcount andedlakpenses to support expanded R&D activities.

Although total R&D expense increased 39% duringttfied quarter and first nine months of 2012 comeplato the same periods in 201:
remained fairly consistent as a percentage ofalesgiven the 23% and 51% year-over-year growthénCompanys net sales during the th
guarter and first nine months of 2012, respectivehye Company continues to believe that focusedstments in R&D are critical to its futi
growth and competitive position in the marketplaocd are directly related to timely development@ifvrand enhanced products that are ce
to the Company core business strategy. As such, the Companycexpe make further investments in R&D, includimgreases in relat
headcount, to remain competitive.

Selling, General and Administrative Expense (“SG&A”

SG&A expense increased $630 million or 33% to $likon during third quarter of 2012 compared te ttame period of 2011, and incret
$1.9 billion or 34% to $7.5 billion during the firsine months of 2012 compared to the same peni@Di1. These increases were due prim
to the continued expansion of the Companietail segment, higher spending on professioaalices, increases in headcount and re
expenses, and increased variable costs associdtethesoverall growth of the Company’s net sales.

Other Income and Expense

Total other income and expense increased $116omibr 67% to $288 million during third quarter @312 compared to the same perio
2011, and increased $239 million or 72% to $573ionilduring the first nine months of 2012 comparedhe same period in 2011. The ove
increase in other income and expense during tid thiarter of 2012 and the first nine months of 28bmpared to the same period in 2
was primarily attributable to higher interest andidend income on the Compamylarger cash, cash equivalents and marketableitses
balances, partially offset by higher premium exgsrnsn foreign exchange contracts. The weighteztage interest rate earned by the Com
on its cash, cash equivalents and marketable siesunias 1.06% and 0.76% in the third quartersddf22and 2011, respectively, and 1.03%
0.76% in the first nine months of both 2012 and20#&spectively.

Provision for Income Taxes

The Company’s effective tax rates were approxipa®$.6% and 25.3% for the three- and ninenth periods ended June 30, 2
respectively, compared to approximately 23.5% adAdl% for the three- and nimaenth periods ended June 25, 2011, respectivelg
Companys effective rates for all such periods differ frohe statutory federal income tax rate of 35% dumarily to certain undistribute
foreign earnings for which no U.S. taxes are preglidhecause such earnings are intended to be iitdBfireinvested outside the U.S. -
higher effective tax rate during the first nine rtienof 2012 compared to the same period in 20Mdués primarily to a lower proportion
foreign earnings in the current year.

The Internal Revenue Service (the “IRS”) has comepléts field audit of the Comparg/federal income tax returns for the years 200duttph
2006 and proposed certain adjustments. The Compasycontested certain of these adjustments thrtheggfRS Appeals Office. The IRS
currently examining the years 2007 through 2009.1RE audit issues for years prior to 2004 havenb@solved. In addition, the Compan
subject to audits by state, local, and foreignaathorities. Management believes that adequategiomg have been made for any adjustir
that may result from tax examinations. However, abibcome of tax audits cannot be predicted withadety. If any issues addressed in
Company’s tax audits are resolved in a manner aosistent with managemestexpectations, the Company could be required jostds
provision for income taxes in the period such nesoh occurs.
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Liquidity and Capital Resources
The following table presents selected financiabinfation and statistics as of June 30, 2012 ante8dyer 24, 2011 (in millions):

June 30, 2012 September 24, 201

Cash, cash equivalents and marketable secu $ 117,22. $ 81,57(
Accounts receivable, n $ 7,651 $ 5,36¢
Inventories $ 1,122 $ T7€
Working capital $ 18,88: $ 17,01¢

As of June 30, 2012, the Company had $117.2 billiosash, cash equivalents and marketable seayrtie increase of $35.7 billion frt
September 24, 2011. The principal component of kisincrease was the cash generated by operattivitias of $41.7 billion, which we
partially offset by payments made for acquisitidrpmperty, plant and equipment and intangible ®ss€&$5.9 billion, and payments madi
connection with business acquisitions, net of @asfuired, of $350 million.

The Company’s marketable securities investmentfglartis invested primarily in highlyated securities and its investment policy geng
limits the amount of credit exposure to any one@eéssThe policy requires investments generally édnvestment grade with the objective
minimizing the potential risk of principal loss. &$ June 30, 2012 and September 24, 2011, $81idrbénd $54.3 billion, respectively, of 1
Companys cash, cash equivalents and marketable secunies held by foreign subsidiaries and are genemallgsted in U.S. dollar bas
holdings. Amounts held by foreign subsidiaries geaerally subject to U.S. income taxation on reatidn to the U.S. The Company belie
its existing balances of cash, cash equivalentsraarketable securities will be sufficient to sati#fs working capital needs, capital a:
purchases, outstanding commitments, common stqukrehases, dividends on its common stock and ditpeidity requirements associal
with its existing operations over the next 12 manth

Capital Assets

The Companys capital expenditures were $4.5 billion during tingt nine months of 2012 consisting of $547 roiflifor retail store facilitie
and $4.0 billion for other capital expenditureglimling product tooling and manufacturing procegsigment, and other corporate facilities
infrastructure. The Compars/actual cash payments for capital expendituremgluhe first nine months of 2012 were $4.8 billiari whick
$507 million related to retail store facilities.

The Company anticipates utilizing approximatelyGBillion for capital expenditures during 2012, luting approximately $850 million f
retail store facilities and approximately $7.2 ibii for other capital expenditures, including prodwooling and manufacturing proc
equipment, and corporate facilities and infrasticestincluding information systems hardware, sofenend enhancements.

During 2012, the Company expects to open 35 nexestapproximately three quarters of which willdeated outside of the U.S.

Dividend and Stock Repurchase Progr

In March 2012, the Board of Directors of the Compapproved a dividend policy pursuant to whichléns to make, subject to subseq
declaration, quarterly dividends of $2.65 per shaeginning in the fourth quarter of 2012. Addigdig, in March 2012, the Compars/Boart
of Directors authorized a program to repurchaséoufilO billion of the Compang’common stock beginning in 2013. The repurchasgran
is expected to be executed over a threar period with the primary objective to neutralthe impact of dilution from future employee ey
grants and employee stock purchase programs. Pluectease program does not obligate the Compangquoir@ any specific number of sha
The Company anticipates that it will utilize appirogtely $45 billion of domestic cash to pay dividsnrepurchase shares, and to r
withheld taxes related to net share settlement®f)KRin the first three years of the dividend aratistrepurchase programs. The Comy
anticipates the cash used for future dividendstaedrepurchase program will come primarily fromreat domestic cash and from going
U.S. operating activities and the cash generated Buch activities.
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On July 24, 2012, the Board of Directors declaredividend of $2.65 per share to shareholders obrib@s of the close of business
August 13, 2012, payable on August 16, 2012. The@my expects to pay approximately $2.5 billiorcémjunction with this dividend in tl
fourth quarter of 2012.

Off-Balance Sheet Arrangements and Contractual Obtjations

The Company has not entered into any transactiotis umconsolidated entities whereby the Companyftmascial guarantees, subordine
retained interests, derivative instruments, or otlantingent arrangements that expose the Compamyaterial continuing risks, conting
liabilities, or any other obligation under a vatalnterest in an unconsolidated entity that presidinancing, liquidity, market risk, or cre
risk support to the Company.

Lease Commitmen

The Companys major facility leases are typically for terms retceeding 10 years and generally provide renewébims for terms n
exceeding five additional years. Leases for resfpilce are for terms ranging from five to 20 yetlms,majority of which are for 10 years, i
often contain multi-year renewal options. As of @0, 2012, the Comparsy'total future minimum lease payments under norelabt
operating leases were $4.1 billion, of which $3Iom related to leases for retail space.

Long-Term Supply Agreements

As of June 30, 2012, the Company had outstandifigpadénce sheet commitments under certain long-tsapply agreements to me
inventory component prepayments and to acquirgaagguipment to be used to manufacture such coemsrof $302 million.

Purchase Commitments with Outsourcing Partners@achponent Suppliel

The Company utilizes several outsourcing partnemhanufacture sub-assemblies for the Compmapyoducts and to perform final assen
and testing of finished products. These outsourpargners acquire components and build productchaselemand information supplied by
Company, which typically covers periods up to 189< The Company also obtains individual compontamtgs products from a wide varie

of individual suppliers. Consistent with industmagptice, the Company acquires components througimdbination of purchase orders, supj
contracts, and open orders based on projected demfommation. As of June 30, 2012, the Company dadtanding off-balance sheet third-
party manufacturing commitments and component @seltommitments of $13.6 billion.

Other Obligations

In addition to the ofbalance sheet commitments mentioned above, the @oniad outstanding obligations of $4.5 billioro&gune 30, 201
that were comprised mainly of commitments to aauiapital assets, including product tooling and ufecturing process equipment, :
commitments related to advertising, research amdldpment, Internet and telecommunications senécekother obligations.

The Company’s other noturrent liabilities in the Condensed ConsolidatedaBce Sheets consist primarily of deferred takilliges, gros
unrecognized tax benefits and the related grossdst and penalties. As of June 30, 2012, the Coynpad noncurrent deferred tax liabiliti
of $13.2 billion. Additionally, as of June 30, 2Q1Be Company had gross unrecognized tax ben€figl @ billion and an additional $3
million for gross interest and penalties classifednoneurrent liabilities. At this time, the Company isable to make a reasonably reli
estimate of the timing of payments due to uncetitgrin the timing of tax audit outcomes.

Indemnification

The Company generally does not indemnify esdrs of its operating system and application sofwagainst legal claims that the softv
infringes thirdparty intellectual property rights. Other agreersestered into by the Company sometimes includenmification provision
under which the Company could be subject to cost¥om damages in the event of an infringement clamainst the Company or
indemnified thirdparty. However, the Company has not been requedake any significant payments resulting from saohinfringemer
claim asserted against it or an indemnified thgadty. In the opinion of management, there wasaht#ast a reasonable possibility the Com,
may have incurred a material loss with respeahdeinnification of endisers of its operating system or application saftvar infringement ¢
third-party intellectual property rights. The Company dat record a liability for infringement costs red to indemnification as of June
2012 or September 24, 2011.
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The Company has entered into indemnification agesgsnwith its directors and executive officers. Einthese agreements, the Company
agreed to indemnify such individuals to the fullestent permitted by law against liabilities thasa by reason of their status as directo
officers and to advance expenses incurred by sudiiduals in connection with related legal prodegd. It is not possible to determine
maximum potential amount of payments the Companydcbe required to make under these agreementgodthe limited history of pric
indemnification claims and the unique facts anduwinstances involved in each claim. However, the gamg maintains directors and offic
liability insurance coverage to reduce its expogorsuch obligations, and payments made under thgsgements historically have not b
material.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

The Company’s market risk disclosures set fortPamt 11, Item 7A, “Quantitative and Qualitative Bissures About Market Riskdf its 201:
Form 10-K have not changed materially for the nimanths ended June 30, 2012.

ltem 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedu

Based on an evaluation under the supervision atid theé participation of the Company’s managemdrg, Companys principal executiv
officer and principal financial officer have condkd that the Company’s disclosure controls andeuiores as defined in Rules 1Ba(€) an
15d-15(e) under the Exchange Act were effective asuokBO0, 2012 to ensure that information requiretealisclosed by the Company
reports that it files or submits under the ExchaAgeis (i) recorded, processed, summarized andrte@ within the time periods specifiec
the Securities and Exchange Commission rules amasfand (ii) accumulated and communicated to theg@2my’s management, including
principal executive officer and principal financaficer, as appropriate to allow timely decisiorgarding required disclosure.

Changes in Internal Control Over Financial Repogin

There were no changes in the Companyternal control over financial reporting duritite third quarter of 2012, which were identifie(
connection with management’s evaluation requireghénagraph (d) of Rules 13a-15 and I&dunder the Exchange Act, that have mate
affected, or are reasonably likely to materiallieaf, the Company’s internal control over finangigborting.
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PART Il. OTHER INFORMATION
ltem 1. Legal Proceedings

The Company is subject to the various legal procgsdand claims discussed below as well as ceothier legal proceedings and claims
have not been fully resolved and that have arigethé ordinary course of business. In the opinibmanagement, there was not at le¢
reasonable possibility the Company may have induareénaterial loss, or a material loss in excesa mcorded accrual, with respect to
contingencies. However, the outcome of legal prdiceys and claims brought against the Company abgesuto significant uncertain
Therefore, although management considers the tiked of such an outcome to be remote, if one orenobthese legal matters were reso
against the Company in a reporting period for an®un excess of management’'s expectations, the @owg consolidated financi
statements for that reporting period could be nmgtgradversely affected. See the risk factor§He Company is frequently the subjec
intellectual property litigation, and could be falito have infringed on intellectual property righitand “ The Company could be impactec
unfavorable results of legal proceedirigim Part Il, Item 1A, “Risk Factors” of this Ford0-Q. The Company settled certain matters durin
third quarter of 2012 that did not individually or the aggregate have a material impact on the @owip financial condition and results
operations.

The Apple iPod iTunes Antitrust Litigation (forme@haroensak v. Apple Computer, Inc. and Tucképple Computer, Inc.); Somers v. Ag
Inc.

These related cases have been filed on JanuaQ05, 2uly 21, 2006 and December 31, 2007 in theednBtates District Court for t
Northern District of California on behalf of a pamnped class of direct and indirect purchasers ofi?and iTunes Store content, alleging vai
claims including alleged unlawful tying of musicdamideo purchased on the iTunes Store with thel@ase of iPods and unlawful acquisit
or maintenance of monopoly market power under §&l Z1of the Sherman Act, the Cartwright Act, Califia Business & Professions Ci
817200 (unfair competition), the California Consurbegal Remedies Act and California monopolizatiaw. Plaintiffs are seeking unspecif
compensatory and punitive damages for the clasletdamages, injunctive relief, disgorgement géneies and/or profits and attorneys f
Plaintiffs are also seeking digital rights managetrfeee versions of any songs downloaded from iBumrean order requiring the Compan
license its digital rights management to all cormqgemusic players. The cases are currently pending.

Apple eBooks Antitrust Litigation (United States\aferica v. Apple Inc., et a

On April 11, 2012, the U.S. Department of JustitadJ”) filed a civil antitrust action against the Compamd five major book publishers
the U.S. District Court for the Southern DistriétNew York, alleging an unreasonable restraintndéiistate trade and commerce in violatic
81 of the Sherman Act and seeking, among othegshiimjunctive relief, the District Court’s decléioa that the Compang’agency agreeme
with the publishers are null and void and/or thetilit Court’s reformation of such agreements. TH&J’s complaint asserts, among o
things, that the decision by the five publishersshift to an agency model to sell eBooks and thgireements with the Company were
attempt to “raise, fix and stabilize retail e-bamlices, to end price competition among e-book lextsi and to limit retail price competition.”
The Company filed a response to the DOJ complaitate May 2012, denying the DQ@Jallegations, and it intends to vigorously conthe
lawsuit. The lawsuit is now in discovery, with anitial trial date set for June 2013.

Item 1A. Risk Factors

The following description of risk factors includasy material changes to and supersedes the déserigt risk factors associated with
Company’s business previously disclosed in Paitein 1A, “Risk Factors,” of the Company’s 2011 Fofi@K. The business, financ
condition and operating results of the Companylmm@affected by a number of factors, whether culydamtown or unknown, including but r
limited to those described below, any one or mdrevttich could, directly or indirectly, cause the @pany’s actual results of operations .
financial condition to vary materially from past, foom anticipated future, results of operationd éinancial condition. Any of these factors
whole or in part, could materially and adverselfeetf the Company business, financial condition, results of operstiand common sta
price.

Because of the following factors, as well as otfastors affecting the Comparsyfinancial condition and operating results, pasarfcia
performance should not be considered to be a feliaticator of future performance, and investdrsudd not use historical trends to anticij
results or trends in future periods.
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Global economic conditions could materially advéysafect the Company.

The Companys operations and performance depend significamlyworldwide economic conditions. Uncertainty abglibal economi
conditions poses a risk as consumers and busingssggone spending in response to tighter crediémployment, negative financial ne
and/or declines in income or asset values. For plgnthe continuing sovereign debt crisis, finahamarket volatility, and other factors
Europe have resulted in reduced consumer and lessoenfidence and spending in many countries. Thesklwide and regional econor
conditions could have a material adverse effeati@mand for the Comparg/products and services. Demand also could difterially fromn
the Companys expectations because the Company generally rpifees on goods and services sold outside the td.Sorrespond with tt
effect of a strengthening of the U.S. dollar. Otfaetors that could influence demand include insesan fuel and other energy costs, condi
in the real estate and mortgage markets, unemploymabor and healthcare costs, access to creditswner confidence, and ot
macroeconomic factors affecting consumer spendéaigbior. These and other economic factors coulernadly adversely affect demand
the Company’s products and services.

In the event of financial turmoil affecting the tkérg system and financial markets, additional ctidation of the financial services industry
significant financial service institution failurethere could be a new or incremental tighteninthi credit markets, low liquidity, and extre
volatility in fixed income, credit, currency, andwgty markets. This could have a number of effestshe Companyg business, including t
insolvency or financial instability of outsourcingartners or suppliers or their inability to obtairedit to finance development anc
manufacture products resulting in product delayability of customers, including channel partneéespbtain credit to finance purchases ol
Companys products; and failure of derivative counterpartand other financial institutions. Other incomel arpense also could vi
materially from expectations depending on gaindosses realized on the sale or exchange of finamtsruments; impairment charg
resulting from revaluations of debt and equity s#i@s and other investments; interest rates; daslhnces; and changes in fair valu
derivative instruments. Increased volatility in tfieancial markets and overall economic uncertawtyuld increase the risk of the aci
amounts realized in the future on the Companyarfaial instruments differing significantly from tfesir values currently assigned to them.

Global markets for the Company’s products and sexwiare highly competitive and subject to rapidhtedogical change, and the Company
may be unable to compete effectively in these rnwarke

The Companys products and services compete in highly competiglobal markets characterized by aggressive mit#ng and resultir
downward pressure on gross margins, frequent inttosh of new products, short product life cyclesplving industry standards, contin
improvement in product price/performance charasties, rapid adoption of technological and procacditancements by competitors, and f
sensitivity on the part of consumers.

The Companys ability to compete successfully depends heavilyt® ability to ensure a continuing and timelyaduction of innovative ne
products and technologies to the marketplace. Tdragany believes it is unique in that it designs dedelops nearly the entire solution fou
products, including the hardware, operating systammerous software applications, and related sesvids a result, the Company must n
significant investments in research and developpeerd as such, the Company currently holds a ségmif number of patents and copyri
and has registered and/or has applied to registererous patents, trademarks and service marks.oByrast, many of the Compamsy’
competitors seek to compete primarily through aggjue pricing and very low cost structures, and lating the Company products ar
infringing its intellectual property. If the Compais unable to continue to develop and sell innieeahew products with attractive margins ¢
competitors infringe on the Company’s intellectpabperty, the Compang’ability to maintain a competitive advantage cooédadverse
affected.

The Company markets certain mobile communicatiocsh rmedia devices based on the iOS mobile operagistgim and also markets rele
third-party digital content and applications. The Comptages substantial competition in these markets foompanies that have signific
technical, marketing, distribution and other resesr as well as established hardware, softwaredagithl content supplier relationshi
Additionally, the Company faces significant pricempetition as competitors reduce their selling gsiand attempt to imitate the Company’
product features and applications within their opneducts or, alternatively, collaborate with eadheo to offer solutions that are m
competitive than those they currently offer. Then@any also competes with illegitimate ways to abtdiirdparty digital content ar
applications. The Company has entered the mobitenaanications and media device markets, and somts @bmpetitors in these mark
have greater experience, product breadth and laisivh channels than the Company. Because somentusnd potential competitors hi
substantial resources and/or experience and a loggtrstructure, they may be able to provide swoldyxts and services at little or no profi
even at a loss. The Company also expects competditntensify as competitors attempt to imitate @ompanys approach to providing the
components seamlessly within their individual dffgs or work collaboratively to offer integratedigmns. The Companyg'financial conditio
and operating results depend substantially on tepganys ability to continually improve iOS and iOS dedcie order to maintain the
functional and design advantages.
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The Company is the only authorized maker of hardwesing OS X, which has a minority market sharthepersonal computer market. 1
market is dominated by computer makers using camgpeiperating systems, most notably Windows. Inrttzgket for personal computers .
peripherals, the Company faces a significant nunobe@ompetitors, many of which have broader produngs, lower priced products, an
larger installed customer base. Consolidation is tharket has resulted in larger and potentialtgrgjer competitors. Price competition
been particularly intense as competitors sellingndivsbased personal computers have aggressively cugspaicd lowered product marg
An increasing number of Internetiabled devices that include software applicatiand are smaller and simpler than traditional peal
computers compete for market share with the Compagwisting products. The Compasyfinancial condition and operating results de|
substantially on its ability to continually improtlee Mac platform to maintain its functional andid@ advantages.

There can be no assurance the Company will betalgientinue to provide products and services thatpete effectively.

To remain competitive and stimulate customer demtnedCompany must successfully manage frequedtiptantroductions and transitions.

Due to the highly volatile and competitive natufettee industries in which the Company competes,Gbenpany must continually introdt
new products, services and technologies, enhanistinex products and services, and effectively states customer demand for new .
upgraded products. The success of new productiinttadns depends on a number of factors including not limited to, timely and succes:
product development, market acceptance, the Congpatlity to manage the risks associated with maeducts and production ranyp
issues, the availability of application software h@w products, the effective management of pueltasnmitments and inventory levels in
with anticipated product demand, the availabilifypooducts in appropriate quantities and costs éethanticipated demand, and the risk
new products may have quality or other defecthiendarly stages of introduction. Accordingly, thenpany cannot determine in advance
ultimate effect of new product introductions arahsitions.

The Company faces substantial inventory and othsetarisk in addition to purchase commitment cdatieh risk.

The Company records a writlwn for product and component inventories thatehbgcome obsolete or exceed anticipated demane!
realizable value and accrues necessary cancellig@neserves for orders of excess products angaoemts. The Company also review:
longdived assets for impairment whenever events oruaistances indicate the carrying amount of an assgt not be recoverable. If 1
Company determines that impairment has occurretgcibrds a writetown equal to the amount by which the carrying gadid the asse
exceeds its fair market value. Although the Comphalfeves its provisions related to inventory, tapassets, other assets and purc
commitments are currently adequate, no assuranteegiven that the Company will not incur addidbrelated charges given the rapid
unpredictable pace of product obsolescence imithestries in which the Company competes.

The Company must order components for its prodaietsbuild inventory in advance of product annoureets and shipments. Consistent
industry practice, components are normally acquifedugh a combination of purchase orders, supmiertracts, open orders and, wt
appropriate, inventory component prepayments, @h €ase based on projected demand. Such purchaseittoents typically cover forecas
component and manufacturing requirements for perigalto 150 days. Because the Compsmyarkets are volatile, competitive and subje
rapid technology and price changes, there is athiskCompany will forecast incorrectly and ordeposduce excess or insufficient amount
components or products, or not fully utilize firmrphase commitments.

Future operating results depend upon the Com’s ability to obtain components in sufficient quas.

Because the Company currently obtains componeats &ingle or limited sources, the Company is subiecignificant supply and pricii
risks. Many components that are available from iplgltsources are at times subject to industije shortages and significant commo
pricing fluctuations. While the Company has entdred various agreements for the supply of compts)ahere can be no assurance the
Company will be able to extend or renew these agesés on similar terms, or at all. The follmm-effects from global economic conditi
on the Company’s suppliers, described @lbbal economic conditions could materially advéyssfect the Companyabove, also could affe
the Company’s ability to obtain component3herefore, the Company remains subject to signifiagésks of supply shortages and p
increases. The Company expects to experience desr@aits gross margin percentage in future periad compared to levels achieved dt
the first nine months of 2012, largely due to ahkigmix of new and innovative products with flatreduced pricing that have higher ¢
structures and deliver greater value to custonaesronger U.S. dollar, and potential future congmdrcost and other cost increases.
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The Company and other participants in the mobilemanication and media device, and personal compntkrstries compete for varic
components with other industries that have expeédnncreased demand for their products. The Coypnpaes some custom components
are not common to the rest of these industries. Gtmpanys new products often utilize custom componentslabi@ from only one sourc
When a component or product uses new technologil capacity constraints may exist until theppliers’ yields have matured
manufacturing capacity has increased. Continuedadility of these components at acceptable pria@sat all, may be affected if thc
suppliers decided to concentrate on the productibrtommon components instead of components custminia meet the Comparsy’
requirements. The supply of components for a newxisting product could be delayed or constraireeca key manufacturing vendor co
delay shipments of completed products to the Compan

The Company depends on component and product nendfey and logistical services provided by outsong partners, many of whom are
located outside of the U.S.

Substantially all of the Compargymanufacturing is performed in whole or in partadbfew outsourcing partners primarily located inaAg he
Company has also outsourced much of its transjpamtaind logistics management. While these arrangemaay lower operating costs, tl
also reduce the Compasydirect control over production and distributidinis uncertain what effect such diminished contsil have on th
quality or quantity of products or services, or tbempanys flexibility to respond to changing conditions.tidugh arrangements with th
partners may contain provisions for warranty experembursement, the Company may remain respontibtbe consumer for warrat
service in the event of product defects and coxfitbgence an unanticipated product defect or wayrhability. While the Company relies
its partners to adhere to its supplier code of aotidnaterial violations of the supplier code ofdact could occur.

The supply and manufacture of many critical compdsmes performed by solgsurced outsourcing partners in the U.S., Asia Batbpe
Single-sourced outsourcing partners in Asia perfémal assembly of substantially all of the Companlardware products. Manufacturing
logistics in these locations or transit to finaktileations may be disrupted for a variety of reasasluding, but not limited to, natural and man-
made disasters, information technology system reslumilitary actions or economic, business, labaxironmental, public health, or politi
issues.

The Company relies on third-party intellectual peoy and digital content, which may not be avaiéatd the Company on commercially
reasonable terms or at all.

Many of the Company’s products include thpdrty intellectual property, which requires licemsfeom those third parties. Based on
experience and industry practice, the Company Wediesuch licenses generally can be obtained ommebke terms. There is, however,
assurance that the necessary licenses can beabtairacceptable terms or at all.

The Company also contracts with third parties feratheir digital content through the iTunes Stdrke licensing arrangements with these 1
parties are short-term and do not guarantee théncation or renewal of these arrangements on redde terms, if at all. Some thighrty
content providers currently or in the future mayeofcompeting products and services, and could &k®n to make it more difficult
impossible for the Company to license their contienthe future. Other content owners, providersdistributors may seek to limit t
Companys access to, or increase the cost of, such corftéet.Company may be unable to continue to offerigewariety of content
reasonable prices with acceptable usage rulegmtincie to expand its geographic reach.

Many thirdparty content providers require the Company to jie\digital rights management and other securitutiEms. If requiremen
change, the Company may have to develop or liceegetechnology to provide these solutions. Theriassurance the Company will be .
to develop or license such solutions at a reasenadist and in a timely manner. In addition, certonntries have passed or may propose
adopt legislation that would force the Companyiderise its digital rights management, which coakbsén the protection of content and su
it to piracy and also could negatively affect agements with the Company’s content providers.

38



The Company is frequently the subject of intell@goperty litigation, and could be found to ham&inged on intellectual property rights.

Technology companies, including many of the Compsngompetitors, frequently enter into litigation édson allegations of pate
infringement or other violations of intellectualoperty rights. In addition, patent holding compangeek to monetize patents they t
purchased or otherwise obtained. As the Companyfwsn, the intellectual property rights claims iagait have increased and may conti
to increase. In particular, the Compasgellular enabled products compete with mobile mamication and media device companies that
significant patent portfolios, and the number ofepé claims against the Company has significantlyréased. The Company is vigorot
defending infringement actions in courts in a numbeU.S. jurisdictions and before the U.S. Intdior@al Trade Commission, as well
internationally in Europe and Asia. The plaintiffisthese actions frequently seek injunctions arastntial damages.

Regardless of the scope or validity of such patentgher intellectual property rights, or the nenf any claims by potential or actual litiga
the Company may have to engage in protracted titigalf the Company is found to infringe one ornm@atents or other intellectual prop:
rights, regardless of whether it can develop ndririging technology, it may be required to pay gahtal damages or royalties to a thpdrty
or it may be subject to a temporary or permanguanition prohibiting the Company from marketingsatling certain products.

In certain cases, the Company may consider theadéitiy of entering into licensing agreementshaligh no assurance can be given that
licenses can be obtained on acceptable terms oflitigation will not occur. These licenses mayakignificantly increase the Compasy’
operating expenses.

In managemens’ opinion, there is not at least a reasonable Ipitigsithe Company may have incurred a materiakJas a material loss
excess of a recorded accrual, with respect to tmsgingencies, including matters related to infemgnt of intellectual property righ
However, the outcome of litigation is inherentlycentain. Therefore, although management considkerdikelihood of such an outcome ta
remote, if one or more of these legal matters weselved against the Company in a reporting pefidocamounts in excess of management’
expectations, the Company’s consolidated finarstetements for that reporting period could be nietgradversely affected.

The Company’s future performance depends in pagupport from third-party software developers.

The Company believes decisions by customers tohpsee its hardware products depend in part on thdahility of thirdparty softwar
applications and services. There is no assuraratettirdparty developers will continue to develop and nmamtsoftware applications a
services for the Company’s products. If third-pastftware applications and services cease to belale®d and maintained for the Company’
products, customers may choose not to buy the Coy'gparoducts.

With respect to its Mac products, the Company bekethe availability of thirgparty software applications and services depengsihon th
developers’ perception and analysis of the reldtimeefits of developing, maintaining, and upgradingh software for the Compasyproduct
compared to Windowbased products. This analysis may be based onrgastich as the perceived strength of the Compadyitamproducts
the anticipated revenue that may be generatedinceat acceptance by customers of OS X, and the odsieveloping such applications .
services. If the Company’s minority share of thebgll personal computer market causes developegsigstion the Company’prospect
developers could be less inclined to develop oraghg software for the Compasyproducts and more inclined to devote their recsiit
developing and upgrading software for the largendgivs market.

With respect to iOS devices, the Company reliestlan continued availability and development of colinpg and innovative softwa
applications, which are distributed through a sngjktribution channel, the App Store. The abserficeultiple distribution channels, which .
available for competing platforms, may limit theadability and acceptance of third-party applicasdy the Compang’ customers, there
causing developers to reduce or curtail developrfanthe iOS platform. In addition, iOS devices ahject to rapid technological char
and, if third-party developers are unable to oradgonot to keep up with this pace of change, thady applications might not successf
operate and may result in dissatisfied customesswih applications for the CompasyMac products, the availability and developmel
these applications also depend on developers’ pgocs and analysis of the relative benefits of eleping software for the Compary’
products rather than its competitoggoducts, including devices that use competingf@iats. If developers focus their efforts on tt
competing platforms, the availability and qualifyapplications for the Company’s iOS devices maffesu
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The Company depends on the performance of distributarriers and other resellers.

The Company distributes its products through wradgs, resellers, national and regional retailansl valueadded resellers, many of wh
distribute products from competing manufacturetse Tompany also sells many of its products andl4bérty products in most of its ma
markets directly to education customers, celluketwork carriers'distribution channels, resellers and consumersautiirdts online and ret:
stores.

Carriers providing cellular network service for @?e typically subsidize usergurchase of the device. There is no assurancetichtsubsidie
will be continued at all or in the same amountsrupEnewal of the Comparg/’agreements with these carriers or in agreembkat€ompan
enters into with new carriers.

Many resellers have narrow operating margins amve theen adversely affected in the past by weaka@oanconditions. Some resellers h
perceived the expansion of the Company’s dire@ssat conflicting with their business interestsliagibutors and resellers of the Company’
products. Such a perception could discourage ggseiitom investing resources in the distributiod aale of the Company’products or let
them to limit or cease distribution of those prasdud@he Company has invested and will continuetest in programs to enhance reseller <
including staffing selected resellerstores with Company employees and contractors emaroving product placement displays. Tt
programs could require a substantial investmentengrioviding no assurance of return or incremergaénue. The financial condition of th
resellers could weaken, these resellers could distpbuting the Company’s products, or uncertairegarding demand for the Compasiy’
products could cause resellers to reduce theirimgland marketing of the Company’s products.

The Company Retail segment has required and will continueetpuire a substantial investment and commitmenesdurces and is subject
numerous risks and uncertainties.

The Companys retail stores have required substantial fixedestment in equipment and leasehold improvemenfsrnmation system
inventory and personnel. The Company also hasexhiato substantial operating lease commitmentsefail space. Certain stores have |
designed and built to serve as hipfofile venues to promote brand awareness and sarvehicles for corporate sales and marketingities.
Because of their unique design elements, locatmassize, these high-profile stores require sutistgnmore investment than the Compasny’
more typical retail stores. Due to the high fixembtcstructure associated with the Retail segmemnledine in sales or the closure or |
performance of individual or multiple stores coulgsult in significant lease termination costs, ewffs of equipment and leaseh
improvements, and severance costs.

Many factors unique to retail operations, some biclv are beyond the Compasytontrol, pose risks and uncertainties. Theses résk
uncertainties include, but are not limited to, nsagconomic factors that could have an adverse effieajeneral retail activity, as well as
Company’s inability to manage costs associated stithe construction and operation, inability td feitd-party products at adequate marg
failure to manage relationships with its existiegail channel partners, more challenging envirortnremanaging retail operations outside
U.S., costs associated with unanticipated fluctungtiin the value of retail inventory, and inability obtain and renew leases in quality r
locations at a reasonable cost.

Investment in new business strategies and acauisittould disrupt the Compé’s ongoing business and present risks not originall
contemplated.

The Company has invested, and in the future magsity\in new business strategies or acquisitionsh 8ndeavors may involve significant ri
and uncertainties, including distraction of managetrfrom current operations, insufficient revenoeffset liabilities assumed and expel
associated with the strategy, inadequate returcapftal, and unidentified issues not discoverethan Companys due diligence. These n
ventures are inherently risky and may not be sisfaks
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The Company’s products and services may experignakty problems from time-to-time that can resnltlecreased sales and operating
margin.

The Company sells complex hardware and softwardyats and services that can contain design and faetoung defects. Sophistica
operating system software and applications, sudha@se sold by the Company, often contain “buthpsit can unexpectedly interfere with
software’s intended operation. The Company’s ordiervices may from time-tbme experience outages, service slowdowns, orerizefect
may also occur in components and products the Coynparchases from third parties. There can be saraace the Company will be able
detect and fix all defects in the hardware, sofenand services it sells. Failure to do so couldltds lost revenue, significant warranty
other expenses, and harm to the Company’s repntatio

The Company is subject to laws and regulations dvade, changes to which could increase the Comgargsts and individually or in the
aggregate adversely affect the Company’s business.

The Company is subject to laws and regulationsctffg its domestic and international operationa imumber of areas. These U.S. and fol
laws and regulations affect the Companyctivities including, but not limited to, areafk labor, advertising, digital content, consui
protection, real estate, billing,ammerce, promotions, quality of services, telecemications, mobile communications and media, telewni
intellectual property ownership and infringemersty,timport and export requirements, asdiruption, foreign exchange controls and
repatriation restrictions, data privacy requirersganti-competition, environmental, health, aneégaf

By way of example, laws and regulations relatethtibile communications and media devices in the njangdictions in which the Compa
operates are extensive and subject to change. Blahges could include, among others, restrictionsthe production, manufactu
distribution, and use of the device, locking theide to a carrier's network, or mandating the ug¢he device on more than one carrer’
network. These devices are also subject to ceatifin and regulation by governmental and standatidia bodies, as well as by cellt
network carriers for use on their networks. Thesstiftcation processes are extensive and time aoiray and could result in additional test
requirements, product modifications, delays in pdghipment dates, or preclude the Company frdlimgeertain products.

Compliance with these laws, regulations and simgguirements may be onerous and expensive, agdrthg be inconsistent from jurisdicti

to jurisdiction, further increasing the cost of qaance. This increases the costs of doing busjress any such costs, which may rise ir
future as a result of changes in these laws andatgns or in their interpretation could individlyaor in the aggregate make the Company’
products and services less attractive to the Cogipasustomers, delay the introduction of new prodictsne or more regions, or cause
Company to change or limit its business practid®® Company has implemented policies and procediesigned to ensure compliance \
these laws and regulations, but there can be noass that the Comparsyemployees, contractors, or agents will not veokich laws ar
regulations or the Company’s policies.

The Company’s success depends largely on the ceatiservice and availability of key personnel.

Much of the Company future success depends on the continued aviifednild service of key personnel, including its €&Htxecutive Office
executive team and highly skilled employees. Exgreréd personnel in the technology industry areigh demand and competition for tt
talents is intense, especially in the Silicon allwhere most of the Company’s key personnel azatésl.

The Company’s business may be impacted by pol@igahts, war, terrorism, public health issues, ratdisasters and other circumstances.

War, terrorism, geopolitical uncertainties, pubkiealth issues, and other business interruption® ltaused and could cause damac
disruption to international commerce and the glabmnomy, and thus could have a material advefeetedn the Company, its supplie
logistics providers, manufacturing vendors and austrs, including channel partners. The Comparisiness operations are subjec
interruption by natural disasters, fire, power shges, nuclear power plant accidents, terroristckft, and other hostile acts, labor disp
public health issues, and other events beyondoitéral. Such events could decrease demand for gdmep@nys products, make it difficult
impossible for the Company to make and deliver petsl to its customers, including channel partnersto receive components from
suppliers, and create delays and inefficiencigbénCompanys supply chain. Should major public health issireduding pandemics, arise,
Company could be adversely affected by more stringenployee travel restrictions, additional limigats in freight services, governmer
actions limiting the movement of products betwesgions, delays in production ramps of new produanid, disruptions in the operations of
Company’s manufacturing vendors and component grgplThe majority of the Comparsyfesearch and development activities, its corp
headquarters, information technology systems, dheraritical business operations, including ceriamponent suppliers and manufactu
vendors, are in locations that could be affectechatural disasters. In the event of a natural tésatosses, significant recovery time
substantial expenditures could be required to resoperations.
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The Company'’s business and reputation may be iragdmt information technology system failures ook disruptions.

The Company may be subject to information technplegstem failures and network disruptions. Thesg b caused by natural disast
accidents, power disruptions, telecommunicatioflaris, acts of terrorism or war, computer viruggsysical or electronic bredks, or simila
events or disruptions. System redundancy may Héetave or inadequate, and the Companglisaster recovery planning may not be suffi
for all eventualities. Such failures or disruptioosuld prevent access to the Companghline stores and services, preclude retail
transactions, compromise Company or customer @ad,result in delayed or cancelled orders. Systailarés and disruptions could a
impede the manufacturing and shipping of produdetivery of online services, transactions proceagsind financial reporting.

The Company may be subject to breaches of itsnrtion technology systems, which could damage éssipartner and customer
relationships, curtail or otherwise adversely impaccess to online stores and services, and cawiest the Company to significant
reputational, financial, legal, and operational @eguences.

The Company’s business requires it to use and st®mer, employee, and business partner pergddelitifiable information (“PlI1”).This
may include names, addresses, phone numbers, aohdiesses, contact preferences, tax identificatiombers, and payment accc
information. Although malicious attacks to gain @ss to PIlI affect many companies across varioussinigs, the Company may be
relatively greater risk of being targeted becaudesdigh profile and the amount of Pll managed.

The Company requires user names and passwordden toraccess its information technology systerhe Company also uses encryption
authentication technologies to secure the transomsand storage of data. These security measurgsbm@ompromised as a result of third-
party security breaches, employee error, malfeasafaulty password management, or other irregyladnd result in persons obtain
unauthorized access to Company data or accounitsl férties may attempt to fraudulently induce emgpkes or customers into disclosing |
names, passwords or other sensitive information¢hwvinay in turn be used to access the Commamfbrmation technology systems. To t
protect customers and the Company, the Companytarsrdccounts and systems for unusual activityraag freeze accounts under suspic
circumstances, which may result in the delay os lfscustomer orders.

The Company devotes significant resources to nétwecurity, data encryption, and other security suess to protect its systems and dats
these security measures cannot provide absolutgigecrhe Company may experience a breach ofyistesns and may be unable to prc
sensitive data. Moreover, if a computer securitgabh affects the Compasy'systems or results in the unauthorized releasBlipfthe
Company’s reputation and brand could be materiddignaged and use of the Compangiroducts and services could decrease. The Cot
would also be exposed to a risk of loss or litigatand possible liability.

The Company’s business is subject to a variety.8f Bnd international laws, rules, policies andestbbligations regarding data protection.

The Company is subject to federal, state and iaternal laws relating to the collection, use, rétam security and transfer of PIl. In m¢
cases, these laws apply not only to thpatty transactions, but also to transfers of infation between the Company and its subsidiaries
among the Company, its subsidiaries and othergzawtith which the Company has commercial relati®@everal jurisdictions have passed
laws in this area, and other jurisdictions are amring imposing additional restrictions. These damontinue to develop and may
inconsistent from jurisdiction to jurisdiction. Cpiging with emerging and changing internationaluiegments may cause the Compan
incur substantial costs or require the Companyhtange its business practices. Noncompliance caddltrin penalties or significant le
liability.
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The Companys privacy policy and related practices concernimg wse and disclosure of data are posted on itsitgetAny failure by th
Company, its suppliers or other parties with whéve €Company does business to comply with its pogta@cy policy or with other feder:
state or international privaaglated or data protection laws and regulationddcoesult in proceedings against the Company byeguwente
entities or others.

The Company is also subject to payment card agsmtieules and obligations under its contracts vagtyment card processors. Under tl
rules and obligations, if information is comprontis¢he Company could be liable to payment cardeisséor the cost of associated expe
and penalties. In addition, if the Company failsfedlow payment card industry security standardgereif no customer information
compromised, the Company could incur significané§i or experience a significant increase in payrogmt transaction costs.

The Company expects its quarterly revenue and tipgreesults to fluctuate.

The Company’s profit margins vary among its produand its distribution channels. The Company’svearfé, accessories, and service
support contracts generally have higher gross martian certain of the Company’s other productes&margins on the Compasyiardwar
products vary across product lines and can chamvge time as a result of product transitions, pdciand configuration changes,
component, warranty, and other cost fluctuatioiee Tompanys direct sales generally have higher associatessgrargins than its indire
sales through its channel partners. In additioa,Gompanys gross margin and operating margin percentagesethsas overall profitability
may be materially adversely impacted as a result ehift in product, geographic or channel mix, n@weducts, component cost increa
strengthening U.S. dollar, or price competitioneT®ompany has typically experienced greater nesdal the first fiscal quarter compare:
other fiscal quarters due to increased holiday@edsdemand. The Company could be subject to umtegelevelopments late in a qual
such as lower-than-anticipated demand for the Cawipgroducts, issues with new product introducti@msinternal systems failure, or faill
of one of the Company’s logistics, components syppl manufacturing partners.

The Company'’s stock price is subject to volatility.

The Companys stock continues to experience substantial pradatiity. Additionally, the Company, the technologndustry, and the sto
market as a whole have experienced extreme pride@nme fluctuations that have affected stockgwim ways that may have been unrel
to these companiegiperating performance. The Company believes itskspoice reflects high future growth and profitétgilexpectations.

the Company fails to meet these expectations dtskgprice may significantly decline, which couldveaa material adverse impact on inve
confidence and employee retention.

The Company'’s business is subject to the riskstefriational operations.

The Company derives a significant portion of itgerue and earnings from its international operati@ompliance with applicable U.S. i
foreign laws and regulations, such as import angoexrequirements, antierruption laws, tax laws, foreign exchange costrahd cas
repatriation restrictions, data privacy requirersgetivironmental laws, labor laws, and aminpetition regulations, increases the costs afg
business in foreign jurisdictions. Although the Gamy has implemented policies and procedures tpbowith these laws and regulation:
violation by the Company’s employees, contractorggents could nevertheless occur.

The Company also could be significantly affectedoblyer risks associated with international actgtincluding, but not limited to, econor
and labor conditions, increased duties, taxes ahdrcaosts, political instability, and changes lie tvalue of the U.S. dollar versus I
currencies. Margins on sales of the Comparproducts in foreign countries, and on sales ofipets that include components obtained
foreign suppliers, could be materially adverselfigeted by foreign currency exchange rate fluctuetiand by international trade regulatit
including duties, tariffs and antidumping penalti@se Company is also exposed to credit and calbdiity risk on its trade receivables w
customers in certain international markets. Tharelze no assurance the Company can effectivelyilisniredit risk and avoid losses.
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The Company’s primary exposure to movements inigareurrency exchange rates relates to bo®- dollar denominated sales and oper
expenses worldwide. For example, the uncertairganding the ability of certain European countrizgedntinue to service their sovereign (
obligations and the related financial restructurigffprts by European governments may cause theevafuseveral European currenc
including the euro to fluctuate, which could adetysaffect the Company’s ndd-S. dollar sales and operating expenses in thegter
jurisdictions. Weakening of foreign currencies tieka to the U.S. dollar will adversely affect the3J dollar value of the Compg’s foreigr
currencydenominated sales and earnings, and generallyeail the Company to raise international pricingeptally reducing demand for t
Companys products. In some circumstances, due to competiti other reasons, the Company may decide natige local prices to the f
extent of the dollar’s strengthening, or at alljethwould adversely affect the U.S. dollar valughe Companys foreign currency denomina
sales and earnings. Conversely, a strengthenif@efjn currencies, while generally beneficialhe Company’s foreign currenaenominate
sales and earnings, could cause the Company ta@eddternational pricing and incur losses on iteign currency derivative instrumet
thereby limiting the benefit. Additionally, stretgning of foreign currencies may also increaseGbenpanys cost of product compone
denominated in those currencies, thus adversedgtffy gross margins.

The Company has used derivative instruments, ssi¢braign currency forward and option contracthedge certain exposures to fluctuat
in foreign currency exchange rates. The use of sedying activities may not offset any or more thgportion of the adverse financial effe
of unfavorable movements in foreign exchange rates the limited time the hedges are in place.

The Company is exposed to credit risk and flucturegtin the market values of its investment podfoli

The Company has not recognized any significane®ss its cash, cash equivalents and marketableitses, but could experience signific
declines in the market value of its investmentfodic. Given the global nature of its business, @@mpany has both domestic and internati
investments. Credit ratings and pricing of theseestments can be negatively affected by liquiddsedit deterioration, financial resu
economic risk, political risk, sovereign risk otet factors. As a result, the value and liquidifyttee Companys cash, cash equivalents
marketable securities could decline and resultsigaificant impairment.

The Company is exposed to credit risk on its trac®unts receivable, vendor non-trade receivabtes@epayments related to long-term
supply agreements, and this risk is heightenednguperiods when economic conditions worsen.

The Company distributes its products through tipiagty cellular network carriers, wholesalers, tetaiand valuedded resellers. A substan
majority of the Company’s outstanding trade receigs are not covered by collateral or credit insuea The Compang’exposure to credit a
collectability risk on its trade receivables istég in certain international markets and its apiiit mitigate such risks may be limited. Cell
network carriers accounted for a significant portad the Company trade receivables as of June 30, 2012. The Comgdan has unsecur
vendor non-trade receivables resulting from purebasf components by outsourcing partners and otbedors that manufacture sub-
assemblies or assemble final products for the Comnpewo vendors accounted for a significant portddthe Company’s notrade receivable

as of June 30, 2012. In addition, the Company hedenprepayments associated with loagn supply agreements to secure supply of invg
components. While the Company has procedures tatonand limit exposure to credit risk on its traagled vendor nomrade receivables
well as long-term prepayments, there can be naasse such procedures will effectively limit itedit risk and avoid losses.

The Company could be impacted by unfavorable restiliegal proceedings.

The Company is subject to various legal proceedamgisclaims that have not yet been fully resolved that have arisen in the ordinary co
of business, and additional claims may arise irfuligre. Results of legal proceedings are subgestgnificant uncertainty and, regardless o
merit of the claims, litigation may be expensiviejé-consuming, disruptive to the Compasygperations, and distracting to managemel
recognition of these considerations, the Company @méer into arrangements to settle litigation.
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Although management considers the likelihood ohsaic outcome to be remote, if one or more of thegal matters were resolved agains:
Company in a reporting period for amounts in exadssianagement’s expectations, the Compsiutgnsolidated financial statements for
reporting period could be materially adversely etifel. Further, such an outcome could result iniiggmmt compensatory, punitive or treb
monetary damages, disgorgement of revenue or prafimedial corporate measures or injunctive raiginst the Company that co
materially adversely affect its financial conditiand operating results.

The Company could be subject to changes in itsatigs, the adoption of new U.S. or internationad kagislation or exposure to additional tax
liabilities.

The Company is subject to taxes in the U.S. andemaos foreign jurisdictions. The Compasyuture effective tax rates could be affecte
changes in the mix of earnings in countries wittieding statutory tax rates, changes in the vatimatif deferred tax assets and liabilities
changes in tax laws or their interpretation. Thengany is also subject to the examination of itsr&Mrns by the Internal Revenue Service
other tax authorities. The Company regularly assetize likelihood of an adverse outcome resultioghfthese examinations to determine
adequacy of its provision for taxes. There candagsurance as to the outcome of these examinations
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4.1 Form of Common Stock Certificate of the Registr. 10-Q 4.1 12/30/06
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10.3*, ** 1997 Director Stock Plan, as amended through MapQ#2.
10.4* 2003 Employee Stock Plan, as amended through Fgh2622010 8-K 10.1 3/1/10
10.5* Form of Restricted Stock Unit Award Agreement effexas of November 11, 200 10-Q 10.10 12/27/08
10.6* Form of Restricted Stock Unit Award Agreement efifezas of November 16, 201 1C-Q 10.10 12/25/10
10.7* Form of Restricted Stock Unit Award Agreement efifexas of April 6, 2012 1C-Q 10.8 3/31/12

10.8*, **  Summary Description of Amendment, effective as afy\24, 2012, to certain Restricted Stock Unit
Award Agreements outstanding as of April 5, 2C

14.1 Business Conduct Policy of the Registrant datedaign2012 10-Q 14.1 3/31/12
31.1** Rule 13i-14(a) / 15-14(a) Certification of Chief Executive Office
31.2% Rule 13i-14(a) / 15-14(a) Certification of Chief Financial Office
32. 1% Section 1350 Certifications of Chief Executive O and Chief Financial Office
101.INS**  XBRL Instance Documen
101.SCH** XBRL Taxonomy Extension Schema Documg
101.CAL** XBRL Taxonomy Extension Calculation Linkbase Docuntn
101.DEF** XBRL Taxonomy Extension Definition Linkbase Docurhe
101.LAB** XBRL Taxonomy Extension Label Linkbase Documt
101.PRE** XBRL Taxonomy Extension Presentation Linkbase Doenit

* Indicates management contract or compensatorygslarrangemen
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SIGNATURE

Pursuant to the requirements of the Securities &xgb Act of 1934, the Registrant has duly causisdd¢iport to be signed on its behalf by
undersigned, thereunto duly authorized.

July 25, 201: APPLE INC.

By: /s/ Peter Oppenheim
Peter Oppenheimi
Senior Vice Presiden
Chief Financial Office
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Exhibit 10.3

APPLE INC.
1997 DIRECTOR STOCK PLAN

(as amended through May 24, 2012)

On November 10, 2009, the Board adopted this antbadd restated 1997 Director Stock Plan (formerlpwin as the 1997 Director St
Option Plan and as renamed, the “Plamfjch shall govern all grants of Awards made afités amendment and restatement, and which
become effective upon its approval by the Compaslaeholders (the “Effective DateHor the terms and conditions of the Plan applicad
Awards granted before the Effective Date, refehtoversion of the Plan in effect as of the datdhshward was granted.

1. PURPOSES: The purposes of the Plan are to retain the ses\w€ qualified individuals who are not employetthe Company to serve
members of the Board and to secure for the Compamypenefits of the incentives inherent in incrda€emmon Stock ownership
such individuals by granting such individuals Awaitd purchase or acquire shares of Common S

2.  ADMINISTRATION. The Administrator will be responsible for admteigng the Plan. The Administrator will have auihoto adop
such rules as it may deem appropriate to carryrmipurposes of the Plan, and shall have authirityterpret and construe the provisi
of the Plan and any agreements and notices undd?lin and to make determinations pursuant to &y govision. Each interpretatit
determination or other action made or taken byAHleinistrator pursuant to the Plan shall be finatl dinding on all persons. T
Administrator shall not be liable for any action determination made in good faith, and shall bdtledtto indemnification ar
reimbursement in the manner provided in the ComjsaAyticles of Incorporation and Bylaws as such doents may be amended fr
time to time.

3. SHARES AVAILABL.

(@) SHARE LIMIT. Subject to the provisions of Section 8 of thenPthe maximum number of shares of Common Stockhvhiay b
issued under the Plan shall not exceed 1,600,08@sl{the “Share Limit")Either authorized and unissued shares of Commark
or treasury shares may be delivered pursuant tBldre

(b) SHARE COUNT Shares issued pursuant to Restricted Stock Umkrds will count against the Share Limit as twogBares fc
every one (1) share issued in connection with tixar8l. Shares issued pursuant to the exercise abi@ptvill count against tt
Share Limit as one (1) share for every one (1)esharwhich such exercise relates. If Awards ardesktn cash, the shares t
would have been delivered had there been no cétdénsent shall not be counted against the SharétLEwcept as provided in t
next sentence, if Awards are forfeited or are taated for any reason before vesting or being ezedgithen the shares underly
such Awards shall again become available for Awamti$er the Plan; provided that any one (1) shabgestito a Restricted Sto
Unit Award that is forfeited or terminated shall tredited as two (2) shares when determining thebau of shares that shall ag
become available for Awards under the Plan if ugmant, the shares underlying such forfeited or teated Restricted Stock U
Award were counted as two (2) shares against tlaeeStimit. Shares that are exchanged by a Eomployee Director or withhe
by the Company as full or partial payment in corioacwith any Award under the Plan, as well as ahgres exchanged by a Non-
Employee Director or withheld by the Company or @fiéts Subsidiaries to satisfy the tax withholdiolligations related to a
Award, shall not be available for subsequent Awanuger the Plar



4.

OPTIONS. Options granted to N-Employee Directors under the Plan shall be suljettte following provisions of this Section
(a) OPTION GRANT:..

(b)

(©)
(d)

(i)

(ii)

TRANSITION GRANTSOnN the date of the Annual Meeting following then@pany’s 2009 fiscal year, each NEmployet
Director who (1) has served as a member of the Bfar at least three years as of the date of suchuAl Meeting ar
(2) continues to serve as a member of the Boardeidieely following such Annual Meeting will be gtad an Option (tF
date of grant of which shall be the date of sucmual Meeting) to purchase a number of shares of rBom Stoc
determined by multiplying 10,000 by a fraction, thamerator of which shall be the number of daystha perio
commencing on the last anniversary of the date loiclwthe NonEmployee Director was initially elected or appothte the
Board that occurs prior to the date of such Anndaleting and ending on the date of such Annual Megetind th
denominator of which shall be 365. Each Nemployee Director who (1) has served as a memb#reoBoard for not mo
than three years as of the date of the Annual Megdtllowing the Companyg 2009 fiscal year and (2) continues to sen
a member of the Board through and immediately falthg the date of the Annual Meeting following thérél anniversary «
the date on which the Non-Employee Director wasaly appointed or elected to the Board (the “Thiknniversary”)will
be granted an Option (the date of grant of whidldte the date of the Annual Meeting following ffieird Anniversary) t
purchase a number of shares of Common Stock detedntiy multiplying 10,000 by a fraction, the nunteraf which sha
be the number of days in the period commencindheriast anniversary of the date on which the Eomployee Director wi
initially appointed or elected to the Board thatws prior to the date of the Annual Meeting foliog/the Third Anniversai
and ending on the date of such Annual Meeting badlenominator of which shall be 3t

NO ADDITIONAL GRANT. Other than the Option grants contemplated byi@edt(a)(i), no Options shall be granted ut
the Plan unless and until the Board amends the ®lgrovide for such Option grants in accordancehv@ection 10(t
below.

EXERCISE PRICL The per share exercise price of each Option sigathe Fair Market Value of a share of Common ISt o
the date of grant of the Option determined in adance with the provisions of the Pl;

VESTING. Options shall be fully vested and immediatelyreigable on their date of grau
TERM OF OPTIONLX.

(i)
(ii)

TEN-YEAR TERM Each Option shall expire ten (10) years frondiite of grant, subject to earlier termination asvjotec
herein.

EXERCISE FOLLOWING TERMINATION OF SERVICE DUE TOADHE . If a NonEmployee Director ceases to b
member of the Board by reason of such Non-Empl®jeector’s death, the Options granted to such [Eomployee Directc
may be exercised by such Non-Employee DirestBeneficiary, but only to the extent the Optiorsvexercisable at the tir
of the Non-Employee Directa’death, at any time within three (3) years afterdate of such termination of service, sul
to the earlier expiration of such Options as predidor in Section 4(d)(i) above. At the end of stilsteeyear period, th
vested portion of the Option shall expire. The wtgd portion of the Option shall expire on the dztéhe NonEmployet
Director's death



(€)

(iii)

(iv)

TERMINATION OF OPTIONS IF A NON-EMPLOYEE DIRECTGRREMOVED FROM THE BOARD FOR CAUSH
the event a Non-Employee Director is removed fréva Board for “cause,” all Options granted to suabniEmployes
Director (whether or not then vested and exerc&atthall immediately terminate and be of no furtleece and effect as
the effective date of such removal from the Bo&kthether a Non-Employee Director is removed by tloaid for “cause”
shall be determined by the Board in accordance thigBylaws of the Compan

EXERCISE FOLLOWING OTHER TERMINATIONS OF SER\. If a Nor-Employee Director ceases to be a memb
the Board for any reason other than death or rehfoma the Board for cause, the Options granteduch NonEmployet
Director may be exercised by such NEmployee Director, but only to the extent the Optiwas exercisable at the time
the Non-Employee Directas’termination, at any time within ninety (90) dafter the date of such termination of sen
subject to the earlier expiration of such Optioggpeovided for in Section 4(d)(i) above. At the exiduch ninetyday perioc
the vested portion of the Option shall expire. Tthevested portion of the Option shall expire on tfage of the Non-
Employee Directc s termination of service with the Boa

TIME AND MANNER OF EXERCISE OF OPTIO.

(i)

(ii)

(iii)

(iv)

NOTICE OF EXERCISLE Subject to the other terms and conditions heradflor-Employee Director may exercise i
Option, to the extent such Option is vested, byngjwritten notice of exercise to the Company; PROED, HOWEVER
that in no event shall an Option be exercisableaffractional share. The date of exercise of arid@pthall be the later
(A) the date on which the Company receives suchitemrinotice and (B) the date on which the cond&igmovided il
Section 4(e)(ii) are satisfie

METHOD OF PAYMEN'. The consideration to be paid for the shares tisdaeed upon exercise of an Option may cons
(A) cash, (B) check, (C) other shares which hataia Market Value on the date of surrender equéhéoaggregate exerc
price of the shares as to which the Option sha#xercised, (D) delivery of a properly executedreise notice together wi
irrevocable instructions to a broker to promptlyivi to the Company the amount of proceeds redquioepay the exerci
price, or (E) any combination of the foregoing nueth of payment

SHAREHOLDER RIGHTSA Non-Employee Director shall have no rights as a shadehavith respect to any shares
Common Stock issuable upon exercise of an Optidit aircertificate evidencing such shares shall hagen issued to t
Non-Employee Director pursuant to Section 4(e)(iv), andadjustment shall be made for dividends or ithistions or othe
rights in respect of any share for which the recdate is prior to the date upon which the Nemployee Director shi
become the holder of record there

ISSUANCE OF SHARE. Subject to the foregoing conditions, as soorsasasonably practicable after its receipt of el
notice of exercise and payment of the exerciseegidhe Option for the number of shares with respewhich the Option
exercised, the Company shall deliver to the Non-lBgge Director (or following the Non-Employee Ditecs death, th
Beneficiary entitled to exercise the Option), a thrincipal office of the Company or at such otheration as may
acceptable to the Company and the Nomployee Director (or such Beneficiary), the appiate number of shares
Common Stock issued in connection with such exer@s evidenced by an appropriate entry on theobkhe Compar
or a duly authorized transfer agent of the CompaBfiares sold in connection with a “cashless egetcdescribed in clau:
D of Section 4(e)(ii) shall be delivered to the keoreferred to therein in accordance with the pdoces established by
Company from time to time



RESTRICTED STOCK UNIT. Each No-Employee Director shall receive grants of Restd@&ock Units under the Plan as follo

(@) ANNUAL GRANTS On the date of each Annual Meeting which occurop after the Effective Date and immediately fallng
which a Non-Employee Director is serving on the Bpguch NorEmployee Director shall be automatically grantenl ffze date ¢
such Annual Meeting) an Award of a number of Rettd Stock Units determined by dividing (A) $20@adty (B) the Fair Mark
Value of the Common Stock on the date of granthsuamber to be rounded to the nearest whole nuoibRestricted Stock Uni
(each, an “Annual RSU Award”); provided, howevéigtta NonEmployee Director who is serving on the Board andhy prior t
the Effective Date shall not be entitled to an ARInRSU Award on the date of a particular Annual kteg unless the Non-
Employee Director has served on the Board forastlehree years as of the date of such Annual e

(b) INITIAL GRANTES. Each Non-Employee Director who first becomes a-Smployee Director at any time after the Effectivatd
but other than on the date of an Annual Meetindl flmautomatically granted, on the date he orfseebecomes a NoEmployes
Director, an Award of a number of Restricted Sthkts determined by multiplying (A) the quotienttaimed by dividing $200,0(
by the Fair Market Value of the Common Stock ondhee of grant, by (B) a fraction, the numeratowbfch shall be the number
days remaining in the 36day period following the most recent Annual Meetingd the denominator of which shall be 365 (b
no event shall such fraction be greater than ol ¢lich number to be rounded to the nearest whateber of Restricted Sta
Units (each, an “Initial RSU Award”); provided, hewer, that a Nof=mployee Director shall not be eligible to receare Initia
RSU Award if either (i) he or she was an employethe Company or any of its Subsidiaries immedjateior to first becoming
Non-Employee Director, or (ii) he or she first beconzedlonEmployee Director at any time on or after Februarfpllowing &
particular fiscal year of the Company and priotite date of the Annual Meeting following that fisgaar.

(c) VESTING; TERMINATION OF SERVICEEach Annual RSU Award granted pursuant to Sed{ap shall fully vest on tt
February 1 that occurs in the fiscal year of then@any following the fiscal year in which the Awangs granted (theVesting
Date”). Each Initial RSU Award granted pursuant to SecE(ln) shall fully vest on the Vesting Date estaldifior the Annual RS
Awards granted in connection with the last Annuaddiing to occur prior to the grant date of suctidhRSU Award. If the Non-
Employee Director ceases to serve as a memberedBdlard for any reason, the Non-Employee Direst®éstricted Stock Un
shall terminate to the extent such units have mabme vested prior to the first date the NEmployee Director is no longe
member of the Board, and the NEmployee Director will have no rights with respgsxtor in respect of, such terminated Restri
Stock Units.

(d) PAYMENT OF RESTRICTED STOCK UN. On or as soon as administratively practical foiltg each vesting of Restricted St
Units granted under the Plan (and in all eventdatet than two and onlealf months after the applicable vesting date) Gbenpan
shall deliver to the No=mployee Director a number of shares of CommonkStas evidenced by an appropriate entry on the ¢
of the Company or a duly authorized transfer agéthe Company) equal to the number of RestricteatiSUnits that vest on t
applicable vesting date, unless such RestrictedkStinits terminate prior to the given vesting datesuant to Section 5(c). T
Non-Employee Director shall have no further rights witgspect to any Restricted Stock Units that aneasd.

(e) SHAREHOLDER RIGHT. A Nor-Employee Director shall have no rights as a shdadehaf the Company, no dividend rig
(except as expressly set forth in Section 5(f) Weldth respect to Dividend Equivalent Rights) aralwoting rights with respect
the Restricted Stock Units or any shares of Com8tock underlying or issuable in respect of suchtifitted Stock Units until sut
shares of Common Stock have been issued to theBNgaieyee Director pursuant to Section 5(d). No siient shall be made
dividends or distributions or other rights in resipef any share for which the record date is ptiothe date upon which the Non-
Employee Director shall become the holder of re¢bedeof.

(Hf DIVIDEND EQUIVALENT RIGHTS DISTRIBUTION. As of any date that the Company pays an ordicash dividend on i
Common Stock, the Company shall credit the Monmployee Directors with a dollar amount equal jahe per share cash divide
paid by the Company on its Common Stock on such, datltiplied by (ii) the total number of Restridt&tock Units (with suc
total number adjusted pursuant to Section 8 offtlaa) subject to the Award that are outstanding édiately prior to the reco
date for that dividend (“Dividend Equivalent Rigl”).



Any Dividend Equivalent Rights credited pursuanttihe foregoing provisions of this Section 5(f) $Ha¢ subject to the sai
vesting, payment and other terms, conditions astticions as the original Restricted Stock Undsathich they relate; provide
however, that the amount of any vested Dividendi¥dent Rights shall be paid in cash. No creditofgDividend Equivaler
Rights shall be made pursuant to this Sectionviff) respect to any Stock Units which, immediatetior to the record date for tt
dividend, have either been paid pursuant to Se&fdhor terminated pursuant to Section 5

RESTRICTIONS ON TRANSFI. An Award may not be transferred, pledged, assigoeotherwise disposed of, except by will or bg
laws of descent and distribution; PROVIDED, HOWEVERat an Award may be, with the approval of thevwustrator, transferred tc
Non-Employee Directos family members or to one or more trusts estadtish whole or in part for the benefit of one orrmof sucl
family members. An Option shall be exercisable jrduthe Non-Employee Director’s lifetime, only byet NonEmployee Director or t
the individual or entity to whom the Option has héensferred in accordance with the previous seeteNo assignment or transfer o
Award, or of the rights represented thereby, whetloduntary or involuntary, by operation of law @therwise, except by will or the la
of descent and distribution, shall vest in thegrese or transferee any interest or right in the dwhut immediately upon any attemp
assign or transfer the Award the same shall terti@iaad be of no force or effe

DESIGNATION OF BENEFICIAR.

(a) BENEFICIARY DESIGNATION. Each NonEmployee Director may designate a Beneficiary tereise an Option or recei
payment of an Award upon the N-Employee Direct( s death by executing a Beneficiary Designation F+

(b) CHANGE OF BENEFICIARY DESIGNATIO. A Nor-Employee Director may change an earlier Beneficidegignation b
executing a later Beneficiary Designation Form detivering it to the Administrator. The executiohaBeneficiary Designatic
Form and its receipt by the Administrator will ré&eoand rescind any prior Beneficiary Designationnfrc

ADJUSTMENT?.

(&) Subject to Section 9, upon (or, as may be necessargffect the adjustment, immediately prior tonyareclassificatior
recapitalization, stock split (including a stocHitsim the form of a stock dividend) or reverseatcplit; any merger, combinatic
consolidation, or other reorganization; any spify-gblit-up, or similar extraordinary dividend distributionrespect of the Comm
Stock; or any exchange of Common Stock or otheuriges of the Company, or any similar, unusuakatraordinary corpora
transaction in respect of the Common Stock; thenAtministrator shall equitably and proportionataljjust (1) the number a
type of shares of Common Stock (or other secuyitlest thereafter may be made the subject of Awératduding the Share Limit
(2) the number, amount and type of shares of Com8took (or other securities or property) subjecany outstanding Awarc
(3) the exercise price of any outstanding Opticarsj/or (4) the securities, cash or other propegiverable upon exercise
payment of any outstanding Awards, in each casthéoextent necessary to preserve (but not increhse)evel of incentive
intended by the Plan and the themstanding Awards. Any good faith determination thg Administrator as to whether
adjustment is required in the circumstances putstgathis Section 8(a), and the extent and natéir@ng such adjustment, shall
conclusive and binding on all perso

(b) Itis intended that, if possible, any adjustmermtstemplated by Section 8(a) be made in a mannest#isfies applicable legal, 1
(including, without limitation and as applicablethe circumstances, Section 409A of the Code) acdumting (so as to not trige
any charge to earnings with respect to such adprsfrmequirement:



9. CORPORATE TRANSACTIOLI

(&) Upon the occurrence of any of the following: anyrges, combination, consolidation, or other reorgation; any exchange
Common Stock or other securities of the Comparsala of all or substantially all the business, Istocassets of the Compan
dissolution of the Company; or any other event ol the Company does not survive (or does notigei@s a public company
respect of its Common Stock); then the Administratay make provision for a cash payment in setti@roé or for the assumptic
substitution or exchange of any or all outstandiwgards or the cash, securities or property deliblerdo the holder of any or
outstanding Awards, based upon, to the extent aateunder the circumstances, the distribution eisicteration payable to hold
of the Common Stock upon or in respect of such eudpon the occurrence of any event describedeénptieceding sentence, th
unless the Administrator has made a provision liergubstitution, assumption, exchange or otherirgation or settlement of t
Award or the Award would otherwise continue in adamce with its terms in the circumstances, eaclar8vghall terminate up
the related event; provided that the holders oftamding Options shall be given reasonable advaotiee of the impendir
termination and a reasonable opportunity to exerti®ir outstanding vested Options in accordandh their terms before tl
termination of such Options (except that in no casdl more than ten dé' notice of the impending termination be require

(b) The Administrator may adopt such valuation methodias for outstanding Awards as it deems reasoriatitee event of a cash
property settlement and, in the case of Optionsvatitbut limitation on other methodologies, may dasich settlement solely ug
the excess (if any) of the per share amount paygtde or in respect of such event over the exemige of the Option. In any
the events referred to in this Section 9, the Adshiator may take such action contemplated by Sigistion 9 prior to such event
opposed to on the occurrence of such event) textent that the Administrator deems the action ssmgy to permit the Non-
Employee Director to realize the benefits intendedbe conveyed with respect to the underlying shav&ithout limiting thi
generality of Section 2, any good faith determimatby the Administrator pursuant to its authoritydar this Section 9 shall
conclusive and binding on all perso

10. TERMINATION AND AMENDMENT OF THE PLA

(a) TERMINATION. Unless earlier terminated by the Board, the Rlaall terminate on November 9, 2019. Following sdake, ni
further grants of Awards shall be made pursuathedPlan

(b) GENERAL POWER OF BOARNotwithstanding anything herein to the contrahg Board may at any time and from time to 1
terminate, modify, suspend or amend the Plan inlevbpin part (including, without limitation, ametide Plan at any time and fri
time to time, without shareholder approval, to pexgively change the relative mixture of Optiond &estricted Stock Units for t
initial and annual Awards granted to N&mployee Directors hereunder, the methodology &emnining the number of share:
Common Stock to be subject to such Awards withenRtans aggregate Share Limit pursuant to Section 3 tla@ether terms a
conditions applicable to such Awards) or, subjertSections 10(c) and 10(d), amend the terms of @uigtanding Awart
PROVIDED, HOWEVER, that no such termination, mazhfion, suspension or amendment shall be effegtitleout sharehold:
approval if such approval is required to complyhaany applicable law or stock exchange rule; anOPRED FURTHER that th
Board may not, without shareholder approval, inseeilile maximum number of shares issuable undd?ld#reexcept as provided
Section 8 above. For avoidance of doubt, the Boaagt, without shareholder approval, provide on aspeative basis for grai
under the Plan to consist of Options only, Restdc$tock Unit Awards only, or a combination of @ps and Restricted Stock L
Awards on such terms and conditions, subject toShare Limit of Section 3 and the other expresétdirof the Plan, as may
established by the Boar

(c) WHEN NOMEMPLOYEE DIRECTOF CONSENTS REQUIRE. The Board may not alter, amend, suspend, or tett@ithe Ple
or amend the terms of any outstanding Award withtbet consent of any NoBEmployee Director to the extent that such ac
would adversely affect his or her rights with restge Awards that have previously been gran



(d) NO REPRICINC. Notwithstanding any other provision herein oaimty agreement evidencing any Option, in no caseefg>due t
an adjustment contemplated by Section 8 or anyidiegrthat may be approved by shareholders) shgll action be taken wi
respect to the Plan or any Option hereunder thaildvoonstitute a repricing (by amendment, substitytcancellation and regra
exchange or other means) of the per share exgniteof any Option

11. MISCELLANEOUL.

(@) NO RIGHT TO REELECTIOL Nothing in the Plan shall be deemed to createdhigation on the part of the Board to nomit
any of its members for reelection by the Compasyiareholders, nor confer upon any Nemployee Director the right to remai
member of the Board for any period of time, orrat particular rate of compensatic

(b) SECURITIES LAW RESTRICTIONShe Administrator may require each NEmployee Director or any other person purche
or acquiring shares of Common Stock pursuant td’tha to agree with the Company in writing thatrsbion-Employee Director
acquiring the shares for investment and not witlview to the distribution thereof or provide suchhext assurances &
representations to the Company as the Administraty deem necessary or desirable to assure coropligith all applicable leg
and accounting requirements. All certificates fbares of Common Stock delivered under the Plan bleasubject to such stock-
transfer orders and other restrictions as the Agtnaior may deem advisable under the rules, réiguks, and other requirements
the Securities and Exchange Commission or any e&gehapon which the Common Stock is then listed, amdapplicable fedel
or state securities law, and the Administrator rnayse a legend or legends to be put on any sutificeges to make appropri
reference to such restrictions. No shares of Com8tonk shall be issued hereunder unless the Congiaallyhave determined tl
such issuance is in compliance with, or pursuaantexemption from, all applicable federal andestatcurities laws

() EXPENSES:. The costs and expenses of administering the dPlathbe borne by the Compat

(d) APPLICABLE LAW. Except as to matters of federal law, the Plan alhdactions taken thereunder shall be governecdhi
construed in accordance with the laws of the Sthalifornia without giving effect to conflicts ddw principles.

(e) AUTHORITY OF THE COMPANY AND SHAREHOLDE. The existence of the Plan shall not affect otriesn any way the rigl
or power of the Company or the shareholders ofbmpany to make or authorize any adjustment, réalggition, reorganizatic
or other change in the Compasyapital structure or its business, any mergeoasolidation of the Company, any issue of stor
of options, warrants or rights to purchase stockfdyonds, debentures, preferred or prior prefexestocks whose rights are supe
to or affect the Common Stock or the rights thereofwhich are convertible into or exchangeable G@mmon Stock, or t
dissolution or liquidation of the Company, or amjesor transfer of all or any part of its assetbusiness, or any other corporate
or proceeding, whether of a similar character beovise.

12. DEFINITIONS. Capitalized words not otherwise defined in thenRftave the meanings set forth bel:

“ADMINISTRATOR” means the Board. The Board may dgée ministerial, nomliscretionary functions to individuals who are odfis o
employees of the Company or any of its Subsidiares third parties.

“ANNUAL MEETING” means the first annual meeting tife Companys shareholders at which members of the Board amesl following th
applicable fiscal year of the Company or the aplie date, as the context may require. By way afrgde, the Annual Meeting following t
Compan'’s 2008 fiscal year occurred on February 25, 2



“ANNUAL RSU AWARD” means an Award of Restricted $toUnits granted to a NoBmployee Director pursuant to Section 5(a) of
Plan.

“AWARD” means an award of Options or Restrictedckttnits under the Plan.

“BENEFICIARY” or “BENEFICIARIES” means an individdaor entity designated by a Ndemployee Director on a Beneficiary Designa
Form to exercise Options or receive payment of Alsan the event of the Non-Employee Direcsadeath; PROVIDED, HOWEVER, that
no such individual or entity is designated or if sach designated individual is alive at the timetttd Non-Employee Directa®’ deatt
Beneficiary shall mean the Non-Employee Directestate.

“BENEFICIARY DESIGNATION FORM” means a document, &nform approved by the Administrator to be usedNbyp-Employee Directol
to name their respective Beneficiaries. No BenaficDesignation Form shall be effective unless #&igned by the NoEmployee Director ar
received by the Administrator prior to the datele&th of the Non-Employee Director.

“BOARD” means the Board of Directors of the Company

“CODE” means the Internal Revenue Code of 198@&nasnded, and the applicable rules and regulatimraylgated thereunder.
“COMMON STOCK” means the common stock of the Comparo par value per share.

“COMPANY” means Apple Inc., a California corporaticor any successor to substantially all of itsitess.

“EFFECTIVE DATE" has the meaning given to such témthe preamble.

“EXCHANGE ACT” means the Securities Exchange Act of 1934, as amteraahd the applicable rules and regulations prgatetl thereunde

“FAIR MARKET VALUE” means, unless otherwise determined or providedidytministrator in the circumstances, the lastg(in regule
trading) for a share of Common Stock as furnishgthle National Association of Securities Dealeng. [the “NASD”")through the NASDA(
Global Market Reporting System (the “GLOBAL MARKEJTfor the date in question or, if no sales of Comnsdock were reported by t
NASD on the Global Market on that date, the lagtg(in regular trading) for a share of Common &tas furnished by the NASD through
Global Market for the next preceding day on whieltes of Common Stock were reported by the NASD. Alministrator may, howeve
provide with respect to one or more Awards thatRh& Market Value shall equal the last price fahare of Common Stock as furnishec
the NASD through the Global Market on the lastimgday preceding the date in question or the @eead the high and low trading prices «
share of Common Stock as furnished by the NASDutpnothe Global Market for the date in questionh® most recent trading day. If
Common Stock is no longer listed or is no longédivaty traded on the Global Market as of the apgille date, the Fair Market Value of
Common Stock shall be the value as reasonably rdated by the Administrator for purposes of the Agvan the circumstances. T
Administrator also may adopt a different methodgldgr determining Fair Market Value with respectdne or more Awards if a differe
methodology is necessary or advisable to securdraegded favorable tax, legal or other treatmenttfie particular Award(s) (for examg
and without limitation, the Administrator may prdei that Fair Market Value for purposes of one orendwards will be based on an aver
of closing prices (or the average of high and laiydtrading prices) for a specified period precegihe relevant date).

“INITIAL RSU AWARD” means an Award of Restricted &tk Units granted to a Non-Employee Director punta Section 5(b) of the Plan.
“NON-EMPLOYEE DIRECTOF means a member of the Board who is not an emplof/tree Company or any of its Subsidiari



“OPTION” means an option to purchase shares of Com8tock awarded to a Non-Employee Director unkeian.

“PLAN" has the meaning given to such term in thegmble.

“RESTRICTED STOCK UNIT” means the right to receimee share of Common Stock, subject to the termganditions hereof.
“SHARE LIMIT” shall have the meaning set forth ier@&ion 3 of the Plan.

“SUBSIDIARY” means any corporation or other entity a majoritymbiose outstanding voting stock or voting powebésneficially owne
directly or indirectly by the Company. An entityathattains the status of a Subsidiary on a dage tfe adoption of the Plan shall be consid
a Subsidiary commencing as of such date.

“VESTING DATE” shall have the meaning set forthSection 5(c) of the Plan.



Exhibit 10.8
Form of Notice
To: Holders of Outstanding Restricted Stock Unit AwaBtanted by Apple Inc
From: Apple Stock
Date: May 24, 2012
Re: Amendment of Award

The Compensation Committee has approved certaim@dments to our restricted stock unit (“‘RSU”) awat@sllow the holder of the award to
participate in any ordinary cash dividends thatmay pay to our shareholders. The specific termth@fimendments are described below and
take effect immediately.

Currently, if Apple Inc. (“Apple”) decides to pay ardinary cash dividend to its shareholders, yomat have any rights to receive dividend
payments on your outstanding RSUs. The Compens@bommittee has amended all of Apple’s outstandiBg§g/Rwards to provide that, if
Apple pays an ordinary cash dividend on its commstork, you will be credited with a dollar amountabto (1) the per-share cash dividend
paid by Apple on its common stock on the relateddéind payment date, multiplied by (2) the totaintner of your RSUs outstanding
immediately prior to the record date for that dend (referred to as a “Dividend Equivalent Rightf)you are credited with any Dividend
Equivalent Rights, these rights will be subjectite same vesting, payment and other terms andttmmglas the original RSUs to which they
relate, and any of your Dividend Equivalent Rigthiat vest will be paid to you in cash. You will i credited with Dividend Equivalent
Rights with respect to any RSUs that, immediatelgrgo the record date for that dividend, havéeitbeen paid to you or have terminated and
are no longer outstanding, and you will not betksatito any payment for Dividend Equivalent Rigivigh respect to Stock Units that terminate
without vesting.

Except as expressly set forth above, this lettesdwt modify any other terms of your awards. heotwords, the existing vesting and other
provisions of your awards continue in effect. Fatawards will be subject to the terms and conditiorescribed at the time of grant of those
awards.

Please contact stock@apple.com if you have anytignssabout any of the matters covered in thigfett



Exhibit 31.1
CERTIFICATION

I, Timothy D. Cook, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Apple Inc.;

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omigtede a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer(s) and | are responsifde establishing and maintaining disclosure cdstend procedures {
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13&15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and procedumesawased such disclosure controls and procedurdze tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known tc
by others within those entities, particularly dgyithe period in which this report is being prepa

(b) Designed such internal control over financial réipgr; or caused such internal control over finahiggorting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting antle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls amsteuiures, as of the end of the period covered ks rdport based on st
evaluation; ant

(d) Disclosed in this report any change in the segnt’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registranburth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(&) All significant deficiencies and material weaknesgethe design or operation of internal controtiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize, and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sa@mifrole in the registrarst’
internal control over financial reportin

Date: July 25, 2012

By: /s/ Timothy D. Cool
Timothy D. Cook
Chief Executive Office




Exhibit 31.2
CERTIFICATION

I, Peter Oppenheimer, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Apple Inc.;

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omigtede a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer(s) and | are responsifde establishing and maintaining disclosure cdstend procedures {
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13&15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and procedumesawased such disclosure controls and procedurdze tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known tc
by others within those entities, particularly dgyithe period in which this report is being prepa

(b) Designed such internal control over financial réipgr; or caused such internal control over finahiggorting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting antle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls amsteuiures, as of the end of the period covered ks rdport based on st
evaluation; ant

(d) Disclosed in this report any change in the segnt’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registranburth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(&) All significant deficiencies and material weaknesgethe design or operation of internal controtiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize, and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sa@mifrole in the registrarst’
internal control over financial reportin

Date: July 25, 2012

By: /s/ Peter Oppenheim
Peter Oppenheim
Senior Vice Presiden
Chief Financial Office




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

[, Timothy D. Cook, certify, as of the dates hergmirsuant to 18 U.S.C. Section 1350, as adoptesupnt to Section 906 of the Sarbanes-
Oxley Act of 2002, that the Quarterly Report of Agppnc. on Form 1@ for the period ended June 30, 2012 fully compliegh the
requirements of Section 13(a) or 15(d) of the S&esrExchange Act of 1934 and that informationtegmed in such Form 1Q-fairly present

in all material respects the financial conditio aasults of operations of Apple Inc. at the dated for the periods indicated.

Date: July 25, 2012

By: /s/ Timothy D. Cool
Timothy D. Cook
Chief Executive Office

I, Peter Oppenheimer, certify, as of the datesdiepursuant to 18 U.S.C. Section 1350, as adopteguant to Section 906 of the Sarbanes
Oxley Act of 2002, that the Quarterly Report of Agppnc. on Form 1@ for the period ended June 30, 2012 fully compliégh the
requirements of Section 13(a) or 15(d) of the S&esrExchange Act of 1934 and that informationtegmed in such Form 1Q-fairly present

in all material respects the financial conditio aasults of operations of Apple Inc. at the dated for the periods indicated.

Date: July 25, 2012

By: /s/ Peter Oppenheim
Peter Oppenheimi
Senior Vice Presiden
Chief Financial Office

A signed original of this written statement reqdidey Section 906 has been provided to Apple Ind.will be retained by Apple Inc. a
furnished to the Securities and Exchange Commissidts staff upon reques



