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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549
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SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended September 29, 1995 OR
[] 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 0-10030

APPLE COMPUTER, INC.

(Exact name of Registrant as specified in its @nart

CALIFORNIA 94- 2404110
[State or other jurisdiction  [I.R.S. Employer Identification No.]
of incorporation or organization]

1 Infinite Loop 9 5014
Cupertino California [Zi p Code]

[Address of principal executive offices]
Registrant's telephone number, including area c@{s8) 996-1010
Securities registered pursuant to Section 12(b) dfie Act: None

Securities registered pursuant to Section 12(g) ¢iie Act:
Common Stock, no par value
Common Share Purchase Rights
(Titles of classes)

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiech shorter period that the Registrant was redudadile such reports), and (2) has been
subject to such filing requirements for the pastiags.

Yes[X]No[]
Indicate by check mark if disclosure of delinquiélers pursuant to

Item 405 of Regulation S-K is not contained heraimj will not be contained, to the best of the Reegit's knowledge, in definitive proxy or
information statements incorporated by referendea 111 of this Form 10-K or any amendment tasthibrm 10-K. [ ]

The aggregate market value of voting stock helddyaffiliates of the Registrant was approximatelf;, 481,098,558 as of December 1, 1¢
based upon the closing price on the Nasdaqg Natasgket reported for such date. Shares of CommookSteld by each executive officer
and director and by each person who beneficiallpomore than 5% of the outstanding Common Stock baen excluded in that such
persons may under certain circumstances be deentexidffiliates. This determination of executivéiagr or affiliate status is not necessarily
a conclusive determination for other purposes.

123,022,624 shares of Common Stock Issued andaddisyg as of December 1, 19



DOCUMENTS INCORPORATED BY REFERENCE,

Portions of the definitive Proxy Statement dateddmber 19, 1995 (the "Proxy Statement"), to bevdedid to shareholders in connection
with the Annual Meeting of Shareholders to be helduary 23, 1996, are incorporated by referenceHatts | and Ill



PART I
Iltem 1. Business
General

Apple Computer, Inc. ("Apple" or the "Company") wiasorporated under the laws of the State of Califoon January 3, 1977. The
Company's principal executive officers are located Infinite Loop, Cupertino, California, 95014daits telephone number is (408) 99610

The Company designs, manufactures and markets pnaressor-based personal computers and relateonaéiomputing products for sale
primarily to business, education, home, and govemtroustomers. Substantially all of the Compangtssales to date have been derived from
the sale of personal computers from its Apple M@ash (registered trademark) line of computers afated software and peripherals. The
Company operates in one principal industry segraertss geographically diverse marketplaces.

Apple delivers a full range of information solut®to people in a wide variety of growing marketse TTCompany's strategy is to maintain and
expand its market share in the personal compudiersiny while developing and expanding new relatesirfesses, such as its businesses in on
line services, licensing of the Macintosh operasggtem, client/server systems and personal irtteeaglectronics.

During 1995, the Company continued a major prothactsition to Power Macintosh (registered traderpaik line of Macintosh computers
based on the PowerPC (registered trademark) actimies a Reduced Instruction Set Computing ("RIS@igroprocessor jointly developed
Apple, International Business Machines Corporaff®BM") and Motorola, Inc. The Company believestttimese PowerPC based products
yield significant improvements in price/performararal functionality compared with its products buging the Motorola 68000 series
Complex Instruction Set Computing ("CISC") micropessors. Further information regarding this prodiatsition may be found in Part Il,
Item 7 of this Annual Report on Form 10-K (the "fot0-K") under the subheading "Product Introduciand Transitions" included under
the heading "Factors That May Affect Future Resaiftd Financial Condition," which information is Bby incorporated by reference.

The Company announced the licensing of the Madintgerating system ("Mac OS") to other personalmater vendors in January 1995 in
an effort to increase overall market share. Sewenadlors are currently selling product which uéiaVac OS. The Company believes that
licensing the operating system will result in adafer installed base on which software vendors earldp and provide technical innovations
for the Macintosh platform. Further information aeding the licensing of the Mac OS may be founBant I, Item 7 of this Form 18-under
the subheading "Competition" included under thedivep'Factors That May Affect Future Results andalficial Condition", which
information is hereby incorporated by reference.

Principal products

The Company offers a wide range of personal comgyiroducts, including personal computers, relptxipherals, software, and network
and connectivity products.

Personal Computing Products

Apple Macintosh personal computers were first idticed in 1984, and are characterized by theirtiseuease of use, innovative applications
base, and built-in networking, graphics and multirmecapabilities.

Currently, the Company uses two types of micropgsoes in its line of personal computing produdts: RowerPC RISC-based
microprocessor, and the Motorola 68000 CISC-basetbprocessor. The majority of the Company's preslace built using the PowerPC
RISC-based microprocessor, which include the Pdwaarintosh (registered trademark) family of persawhputers and certain products
within the Macintosh Performa (registered trademarid the PowerBook families of personal computersducts currently based on the
Motorola series of CISC-based microprocessors decthe Macintosh LC, and certain products withia tacintosh Performa and the
PowerBook families of personal computers. Generallgducts based on the Motorola series of microgssors can also be upgraded to take
advantage of the PowerPC processor. The Company#tiéss DOS compatible systems which include binilB8LC040 and 486DX2
processors enabling them to run applications, gaaresCD-ROM titles for MS-DOS 6.2 and Windows 8gkrating systems as well as the
Mac(trademark)OS operating system.



Power Macintosh

The Power Macintosh higperformance family of personal computers is tagjetebusiness and professional users and is designmaeet th
speed, expansion and networking needs of the neosadding Macintosh user. These Power Macintoshugtedot only support virtually all
existing Macintosh applications, but can also rud8-BIOS and Windows applications when using SoftWivgl¢trademark) software from
Insignia Solutions.

Macintosh LC

The LC family of personal computers offers highfpenance and competitive prices in a flexible, maddesign. LC personal computers are
well-suited for education applications such as Qieg color presentations, multimedia, and spreaeish

Macintosh Performa

The Performa family of personal computers is de=igio appeal to first- time personal computer usénese products feature all-in-one box
computing solutions, including software and hardwettosen specifically with home users in mind. &enf products also include in-home
service and unlimited toll-free telephone support.

Macintosh PowerBook

The PowerBook family of notebook-sized personal potars is specifically designed for mobile compgtireeds. All PowerBook personal
computers include the PowerBook Mobility Bundlesabination of communications, power-managemesyrity, compatibility, and
entertainment software designed to enhance mobifgating.

Peripheral Products

The Company sells associated computer periphénalsding the ImageWriter (registered trademarityleéWriter (registered trademark),
Color StyleWriter and LaserWriter (registered tnadek) printer families, CD-ROM and magnetic diskvds, scanners and a range of color
and monochrome monitors.

Personal Digital-Assistant Products

The Apple MessagePad (trademark) 120 communicaéissistant integrates Newton (registered tradentacknology in a hand-held
communications device that intelligently assiseslker in capturing, organizing and communicatiigrmation.

Operating System Software and Application Software

The Company's operating system software, its petgy Macintosh system software called Mac OS, ides/Apple computers with an easy,
consistent user interface and built-in networkiagability based on its AppleTalk networking stamlas well as other industry networking
standards, and ensures integration of hardwarseafhaare. The Company's system software busineagglso develops and distributes
extensions to the Macintosh system software, sacliilties, languages, developer tools, and educak software. Claris Corporation, a
wholly owned subsidiary of the Company, developdligshes, and distributes application software wagety of established personal
productivity categories, such as database managemdrgraphics, for Macintosh and Windows-basetkesys. Claris also publishes and
distributes software developed by independent dgesk through its Claris Clear Choice (trademaakgling program. Claris products are
distributed primarily through independent softweesellers.

Networking and Connectivity Products

The Company sells workgroup server systems thaigedile, print and communications services toyuag size workgroups. The Company
also provides networking and communications pragltizit connect Apple systems to local area netwrkwiding interoperability with
other computers and computing environments asagedte Internet. These computing environments dreclBM's large and small systems
and Digital Equipment Corporation's VAX, as wellgstems conforming to the Open System Intercoiore¢tOSI") and Transmission
Control Protocol/Internet Protocol ("TCP/IP") stands.

On-Line Services

The Company is moving forward on its new stratefjfipousing on the Internet to deliver online saduis for customers in each of the
Company's markets. In doing so, eWorld (trademdhie) Company's online service, plans to increagifegiture Internet content,
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services, and technology, along with a global etedt mail system with news, information and otkervices. This on-line service also
includes eWorld for Macintosh and NewtonMail (reégied trademark), eWorld's messaging service fovtbie.

Markets and Distribution

The Company's customers are primarily in the bssineducation, and consumer markets. Customeegteaeted to the Macintosh in
particular for a variety of reasons, including thailability of a wide variety of application sofane, the reduced amount of training resulting
from the Macintosh's intuitive ease of use, andathiéty of the Macintosh to network and communécafith other computer systems and
environments.

Apple personal computers were first introduceddooation customers in the late 1970's. In the drfiates, the Company is one of the ir
suppliers of personal computers for both elemerdagysecondary school customers, as well as fiegahnd university customers. The
Company is also a substantial supplier to insthgiof higher education outside of the United State

In the United States, the Company's formal commitrie serve the federal government began in 1986 tive formation of the Apple Fede
Systems Group. Although the Company has contraitisaanumber of U.S. government agencies, thesgain are not currently material to
the Company's overall financial condition or reswait operations.

Presently, the Americas represent the Companyssageographic marketplace. The Apple Americaargrgtion focuses on the Company's
sales, marketing, and support efforts in the UnB&ates, Canada and Latin America. Products sdlukise regions are primarily manufactt
in the Company's facilities in California, Coloradmd Singapore, and distributed from facilitie€lifornia and lllinois.

Approximately 45% to 48% of the Company's reveringscent years has come from its internationatatpens. The Company has two
international sales and marketing divisions, cdimgisof the Apple Europe division and the Apple ifladlivision. The Apple Europe division
focuses on opportunities in Europe as well as itspat Africa and in the Middle East. Products sioydthe Europe division are manufactured
primarily in the Company's facility in Cork, IreldnThe Apple Pacific division focuses on opportisiin Japan and Asia; Australia and New
Zealand; and the Caribbean region. Products sottid¥Pacific division are manufactured primarilitiie Company's facilities in California,
Colorado and Singapore.

The Company distributes its products through tipiadty computer resellers, and is also continuis@xpansion into various consumer
channels, such as mass merchandise stores, consl@tieonics outlets and computer superstoregspanse to changing industry practices
and customer preferences. The Company's prodwetodd primarily to business and government custsitiough independent resellers,
value- added resellers and systems integratorgnee customers through independent resellers amlioter channels; and to education
customers through direct sales and independeritaessén order to provide products and servicégondependent resellers on a timely basis,
the Company distributes its products through a remolb Apple distribution and support centers.

A summary of the Company's Industry Segment andy@gdic Information may be found in Part Il, Itenof&this Form 10-K under the
heading "Industry Segment and Geographic Informétiwhich information is hereby incorporated byereice.

Raw materials

Although certain raw materials, processes, and ocomipts essential to the Company's business areadigreesailable from multiple sources,
key components and processes currently obtained $ingle sources include certain of the Companglslalys, microprocessors, mouse
devices, keyboards, disk drives, printers and @riocomponents, application- specific integratedusts ("ASICs") and other custom chips,
and certain processes relating to constructioh@ptastic housing for the Company's computers. &railability limitations, interruption in
supplies, or price increases relative to theseodimer components could adversely affect the Conpdiysiness and financial results. In
addition, new products introduced by the Compargroinitially utilize custom components obtaineonfronly one source, until the Compi
has evaluated whether there is a need for an additsupplier. In situations where a componentrodpct utilizes new technologies and
processes, there may be initial capacity constaintil such time as the suppliers' yields haveunegt Materials and components are
normally acquired through purchase orders, asraeon in the industry, typically covering the Comyparrequirements for periods from 90
to 180 days. However, the Company continues touet@lthe need for a supply contract in each s@nati

If the supply of a key single-sourced material ggss, or component to the Company were to be delatyeurtailed, its ability to ship the
related product utilizing such material, process;amponent in desired quantities and in a timesynner could be adversely affected. The
Company's business and financial performance calstiibe adversely affected, depending on the tégeired to obtain sufficient quantities
from the original source, or to identify and obtairfficient quantities from an alternate sourcee TGompany believes that the suppliers wl
loss to the Company could have a material advdfeeteipon the



Company's business and financial position incladi¢his time, Canon, Inc., General Electric Cotakhi, Ltd., IBM, Motorola, Inc., Sharp
Corporation, Sony Corporation, Texas Instrumemts,, land/or their United States affiliates, and YIL8chnology, Inc. However, the
Company helps mitigate these potential risks bykingr closely with these and other key supplierpmduct introduction plans, strategic
inventories, and coordinated product introductidriee Company believes that most of its single-segtppliers, including most of the
foregoing companies, are reliable multinationapooations. Most of these suppliers manufactureghevyant materials, processes, or
components in multiple plants. The Company furthelieves that its long-standing business relatigpssiith these and other key suppliers
are strong and mutually beneficial in nature.

The Company has also from time to time experiersigwificant price increases and limited availapitf certain components that are
available from multiple sources. Any similar ocamnces in the future could have an adverse affett@@ompany's operating results.

The Company has a supply agreement with Motorala, (see Exhibit 10.B.12 hereto). The agreemerit Wibtorola continues for five years
from January 31, 1992 unless otherwise mutuallgedin writing by the parties. The Company singlarses certain microprocessors from
Motorola. The supply agreement does not obligagegbmpany to make minimum purchase commitmentsgkiery the agreement does
commit the vendor to supply the Company's requirgmef the particular items for the duration of Hyggreement.

Further discussion relating to availability and glypf components may be found under Part Il, I#&of this Form 10-K under the
subheading "Inventory and Supply" included undertibading "Factors That May Affect Future Resutid Binancial Condition," which
information is hereby incorporated by reference.

Patents, trademarks, copyrights and licenses

The Company currently holds rights to patents aydghts relating to certain aspects of its corapand peripheral systems. In addition,
Company has registered, and/or has applied toteegisademarks in the United States and a numiidereign countries for "Apple", the

Apple silhouette logo, the Apple color logo, "Maitish", Newton, the Newton Lightbulb logo, and nuouer other product trademarks. In
1986, the Company acquired ownership of the tradetiMacintosh" for use in connection with compupeoducts. Although the Company
believes that the ownership of such patents, cghtgj and trademarks is an important factor ibitsiness and that its success does depend i
part on the ownership thereof, the Company reliesarily on the innovative skills, technical compete, and marketing abilities of its
personnel.

Because of technological changes in the computiisitny, current extensive patent coverage, andaghié rate of issuance of new patents, it
is possible that certain components of the Comgagimpducts may unknowingly infringe existing paseot others. The Company believes the
resolution of any claim of infringements would matve a material adverse effect on its financiadit@om and results of operations as repa

in the accompanying financial statements. Howedepending on the amount and timing of an unfaverasolution of any such claims of
infringement, it is possible that the Company'sifatresults of operations or cash flow could beemalty affected in a particular period. The
Company has from time to time entered into crossAlsing agreements with other companies.

Seasonal business

Although the Company does not consider its busitebg highly seasonal, it has historically expeee increased sales in its first and fourth
fiscal quarters, compared to other quarters ifistal year, due to holiday demand for and caleyéear-end buying of some of its products.
However, past performance should not be consideretlable indicator of the Company's future reveenufinancial performance.

Warranty

The Company offers a parts and labor limited wayran its products. The warranty period is one ygan the date of purchase by the end
user. The Company also offers a 90-day warrantfiple service parts used to repair Apple hardvpaoelucts. In addition, consumers may
purchase extended service coverage on all Appkaae products.

Customers

No customer of the Company accounted for 10% orerbnet sales in each of the fiscal years 19994,18nd 1992
Backlog

In general, the Company's resellers typically pasehproducts on an as- needed basis. Resellevefridgichange delivery

5



schedules and order rates depending on changirietnditions. Unfilled orders (backlog) can bed aften are, canceled at will. The
Company attempts to fill orders on the requestédidety schedules. However, products may be in ingdét short supply from time to time
until production volumes have reached a level sigffit to meet demand or if other production oriflafient constraints exist. The Company's
backlog of unfilled orders decreased slightly tpragimately $618 million at December 1, 1995 fro66$ million at December 2, 1994. The
Company's backlog at December 1, 1995 consistsapitinof its higher- end Power Macintosh produdise Company expects that
substantially all of its orders in backlog at Deteml, 1995 will be either shipped or canceledrdyfiscal 1996.

In the Company's experience, the actual amountaafyzt backlog at any particular time is not a nirgfiul indication of its future business
prospects. In particular, backlog often increaseamiicipation of or immediately following introdtien of new products because of over-
ordering by dealers anticipating shortages. Backlogn is reduced once dealers and customers beley can obtain sufficient supply.
Because of the foregoing, as well as other faaffesting the Company's backlog, backlog shouldogotonsidered a reliable indicator of the
Company's future revenue or financial performafcether information regarding the Company's backiay be found under Part II, Item 7
of this Annual Report on Form 10-K under the suldlireg"Product Introductions and Transitions" inetddunder the heading "Factors That
May Affect Future Results and Financial Conditiomffich information is hereby incorporated by refere.

Competition

The market for the design, manufacture and safersonal computers, personal digital assistantsrelated software and peripheral prod
is highly competitive. It continues to be charaizied by rapid technological advances in both hardvead software development that have
substantially increased the capabilities and apfitios of these products, and has resulted inréfigiént introduction of new products. The
principal competitive factors in this market artatiwe price/performance, product quality and taligy, availability of software, product
features, marketing and distribution capabilityys® and support, availability of hardware perigtig, and corporate reputation.

Further discussion relating to the competitive ¢tods of the personal computing industry and tleenPany's competitive position in the
market place may be found under Part I, Item thisf Form 10-K under the subheading "Competitiam¢tuded under the heading "Factors
That May Affect Future Results and Financial Caiodif' which information is hereby incorporated lefarence.

Research and development

Because the personal computer industry is charaeteby rapid technological advances, the Compabjlgy to compete successfully is
heavily dependent upon its ability to ensure aiooirig and timely flow of competitive products teetmarketplace. The Company continues
to develop new products and technologies and tarehexisting products in the areas of hardwaregparigherals, system software, and
networking and communications. The Company's rebeand development expenditures totaled $614 mjl§%64 million, and $665 milliol

in fiscal years 1995, 1994 and 1993, respectively.

Further information regarding the Company's R&Denglitures for fiscal year 1995 is set forth in Partem 7 of this Form 10-K under the
heading "Operating Expenses," which informatiohdgseby incorporated by reference.

Environmental laws

Compliance with United States federal, state, andlllaws enacted for the protection of the envitent has to date had no material effect
upon the Company's capital expenditures, earnorgsympetitive position. Although the Company doesanticipate any material adverse
effects in the future based on the nature of irajons and the thrust of such laws, no assureatde given that such laws, or any future
laws enacted for the protection of the environmeiilt,not have a material adverse effect on the @any.

Employees

At September 29, 1995, Apple and its subsidiarieddwide had 13,191 regular employees, and aniaddit4,424 temporary or part-time
contractors and employees.

Foreign and domestic operations and geographic data

Information regarding financial data by geograpdriea and the risks associated with internationatatfons is set forth under Part Il, ltem 8
of this Form 10-K under the heading "Industry Segtead Geographic Information”, and under Paitéim 7 of this Form 10-K under the
subheading "Global Market Risks," included undertleading "Factors That May Affect Future Resutid Binancial Condition," which
information is hereby incorporated by reference.



Margins on sales of Apple products in foreign coiest and on domestic sales of products that imchaimponents obtained from foreign
suppliers, can be adversely affected by foreignetiry exchange rate fluctuations and by internatitnade regulations, including tariffs and
anti-dumping penalties.

Item 2. Properties

The Company's headquarters are located in Cupe@adornia. The Company has manufacturing faesitin Fountain, Colorado,
Sacramento, California, Cork, Ireland, and Singap8s of September 29, 1995, the Company leasew=&pmately 4.5 million square feet of
space, primarily in the United States, and to sdesxtent, in Europe and the Pacific. Leaseseamerglly for terms of five to ten years, and
usually provide renewal options for terms of uffite additional years.

The Company owns its manufacturing facilities iuftain, Colorado, Cork, Ireland, and Singapore chotal approximately 1,144,000
square feet. The Company also owns a 725,000 spetrécility in Sacramento, California, whichused as a manufacturing, service and
support center. In addition, the Company owns ¢isearch and development facility located in CupeytCalifornia, and a centralized
domestic data center in Napa, California which appnate 856,000 and 158,000 square feet, respbct@eatside the United States, the
Company owns a facility in Apeldoorn, Netherlandbjch is used primarily for distribution, totaliregpproximately 265,000 square feet, in
addition to certain other international faciliti¢staling approximately 487,000 square feet.

The Company believes that its existing facilitiesl quipment are well maintained and in good opegatondition. The Company has
invested in additional internal capacity and exaépartnerships, and therefore believes it haswateqnanufacturing capacity for the
foreseeable future. The Company continues to nmakestments in capital equipment as needed to néetpmted demand for its products.

Information regarding critical business operatitivet are located near major earthquake faultstigogh in Part II, Item 7 of this Form 10-K
under the heading "Factors That May Affect Futuesiits and Financial Condition," which informatisrhereby incorporated by reference.

Item 3. Legal Proceedings

Information regarding legal proceedings is setfantPart 11, Item 8 of this Form 10-K under théobaading "Litigation”, included under the
heading "Commitments and Contingencies”, whichrmftion is hereby incorporated by reference.

Item 4. Submission of Matters to a Vote of Securityolders

No matters were submitted to a vote of securitgéd during the fourth quarter of the Companytsafiyear ended September 29, 1¢
Executive Officers of the Registrant

The following sets forth certain information regagithe executive officers of the Company as oféeloer 1, 1995:

Michael H. Spindler*, President and Chief Execui®#icer (age 53). Mr. Spindler joined the CompasyEuropean Marketing Manager in
September 1980, was promoted to Vice PresidenGamdral Manager, Europe in January 1984, was naficedPresident, International in
February 1985, and was promoted to Senior ViceidRreg International Sales and Marketing in Noveni#86. Mr. Spindler was appointed
Senior Vice President, International in January8l$&enior Vice President, Apple Europe Divisiomoril 1988, and was promoted to
President, Apple Europe in August 1988. While renimgj President of Apple Europe, Mr. Spindler wasalamed Senior Vice President of
Apple Computer, Inc. in February 1989. In Janu&@9Q, Mr. Spindler was promoted to Chief Operatirfjo®r and Executive Vice President
of Apple Computer, Inc., and in November 1990 wasted President. In January 1991, Mr. Spindler @lasted a member of the Company's
Board of Directors. Mr. Spindler was appointedhe position of Chief Executive Officer in June 1988. Spindler is also director of
Bertelsmann AG.

James J. Buckley*, Senior Vice President and Peasid\pple Americas (age 45). Mr. Buckley joined thompany as K-12 and Higher
Education Sales Manager in May 1985 and was prairtot®irector of the same group in January 198&4&y 1986, Mr. Buckley was
named Area Director, North Central Area, appointfext President, Central Operations in April 198&svpromoted to Vice President,
Northern Operations in May 1991, and was appoikted President and General Manager, Higher Educdieision in April 1992. Ir
January 1994, Mr. Buckley was named Senior VicasiBemt and President, Apple USA, in October 19% % named President, Apple North
America, and in November 1995, was named Presidgmie Americas.

John Floisand*, Senior Vice President and Presjdigmple Pacific (age 51). Mr. Floisand joined thentpany in May 1986, as Director of
Sales, Apple Computer, Ltd., United Kingdom. In @r 1988, Mr. Floisand was named Director of Sales
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Development, Customer Services and Operations,eApatific Division, and in February 1992 was praeddb Vice President, Sales
Development, Customer Services and Operations,eApptific Division. Mr. Floisand was named Vicestdent and President, Apple Pac
in August 1992. In October 1994, Mr. Floisand wemmmoted to Senior Vice President and President)&\Ppcific.

G. Frederick Forsyth*, Senior Vice President, Wwiille Operations (age 51). Mr. Forsyth joined thenpany in June 1989, as Vice
President, Worldwide Manufacturing, Apple Produgigision. Mr. Forsyth was named Senior Vice PrestdgVorldwide Manufacturing in
November 1990, and in April 1991 he was promotefidnior Vice President and General Manager, Masin8ystems Division. In Jul
1993, Mr. Forsyth assumed responsibility for WoiildisvOperations. Prior to joining the Company, Morgyth was employed by Digital
Equipment Corporation ("DEC"), a manufacturer afwarked computer systems and associated peripbqupment, from November 1979
to June 1989, where he served in various managestions, most recently as Group Manager, Low Eystems Manufacturing from
November 1986 to June 19¢

Marco Landi* , Senior Vice President and Presidépple Europe (age 51) Mr. Landi joined the Compamilarch 1995, as Senior Vice
President and President of Apple Europe to assesponsibility for all of Apple's business operatigdhroughout Europe, Africa and the
Middle East. Prior to joining the Company, Mr. Lamdcis employed by Texas Instruments ("TI") Europdeesident of Tl Europe, Middle
East, and Africa, responsible for all of TI's besia operations in those regions. Prior to thagassént, Mr. Landi served for two years as
President of Tl Asia.

David C. Nagel*, Senior Vice President, WorldwidesdRarch and Development (age 50). Dr. Nagel jdinecdCompany in June 1988, as
Manager of the Applications Technology Group witthie Advanced Technology Group. Dr. Nagel was pttechdo Manager of User
Technologies in June 1988, Director of User Techgiels in October 1989, and finally Vice Presideithe Advanced Technology Group in
April 1990. In December 1991, Dr. Nagel was prorddteSenior Vice President and General ManageraAded Technology Group and
named Senior Vice President and General Managesinttsh Software Architecture Division in Janua893. In July 1993, he was named
General Manager of the AppleSoft Division. Dr. Niagas named Senior Vice President, Worldwide Reteand Development in April
1995.

Kevin J. Sullivan*, Senior Vice President, HumarsBerces (age 54). Mr. Sullivan joined the Companipril 1987, as Vice President,
Human Resources. In October 1988, Mr. Sullivan prasnoted to Senior Vice President, Human Resources.

Jeanne Seeley, Vice President, Finance and CoepGrattroller (age 46). Ms. Seeley joined the CorgparOctober 1981, as the Controller
for the Peripherals Division. In June 1985, Ms.|8g&as promoted to Senior Controller for the Ofieres Group, was hamed Director of
Finance in July 1986, and was promoted to Senioedbor of Finance in January 1989. In November 1880 Seeley was promoted to Vice
President, Finance. Ms. Seeley was appointed Mfiesident, Finance and Corporate Controller in Ma921

Edward B. Stead*, Vice President, General Coumsel, Secretary (age 48). Mr. Stead joined the Comnjpa8eptember 1988, as Associate
General Counsel. He was named Vice President, @e@eunsel, and Assistant Secretary of the Compadyne 1989. In September 1993,
Mr. Stead assumed the additional position of Sacgyet

*Information regarding employment agreements betnesstain executive officers and the Company igath in the section entitled
"Information About Apple Computer, Inc. - Changedontrol Arrangements" and "Information About Ap@emputer, Inc. - Arrangements
with Executive Officers" of the Company's Proxyt8taent, which information is hereby incorporateddfgrence.
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PART Il
Item 5. Market for the Registrant's Common Equity and Related Stockholder Matters

The Company's common stock is traded on the ovecdhnter market and is quoted on the Nasdaq NatMasgket under the symbol AAP
on the Tokyo Stock Exchange under the symbol APRInH,on the Frankfurt Stock Exchange under the sy/BCD. Options are traded on
the Chicago Board Options Exchange and the Amefstack Exchange. Information regarding the Comsahigh and low reported closing
prices for its common stock and the number of dt@ders of record is set forth in Part Il, Iltemf&hus Form 10-K under the heading
"Selected Quarterly Financial Information (Unaud)té which information is hereby incorporated bference.

Item 6. Selected Financial Data

The following selected financial information hashealerived from the audited Consolidated Finargfatements. The information set forth
below is not necessarily indicative of resultsutfife operations, and should be read in conjunatitimn "Management's Discussion and
Analysis of Financial Condition and Results of Cyiiems" and the consolidated financial statememtsralated notes thereto included
elsewhere in this Form 10-K.

(Dollars in millions, except per share amounts)
ANNUAL

Five fiscal years ended 1995 1994 1 993 1992 1991
September 29, 1995

Net sales $11,062$9,189 $7, 977 $7,086 $6,309
Net income $ 424% 310 $ 87 $ 530 $ 310

Earnings per common and
common equivalent share $ 3.45% 261 $ 0O 73 $ 433 $ 258

Cash dividends declared
per common share $ 048%$ 048 $ 0 48 $ 0.48 $ 0.48

Common and common

equivalent shares used in

the calculations of

earnings per share

(in thousands) 123,047 118,735 119 ,125 122,490 120,283

Cash, cash equivalents,
and short-term

investments $ 952 $1,258 $ 892 $1,436 $ 893
Total assets $6,231 $5,303 $ 5 171 $4,224 $3,494
Long-term debt $ 303 $ 305 $ 7% 18 $ 18

Deferred tax liabilittes $ 702 $ 671 $ 630 $ 611 $ 510



Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion should be read in conjiorctvith the consolidated financial statements aots thereto. All information is based
on the Company's fiscal calendar.

(Tabular information: Dollars in millions, excepgpshare amounts)

Results of Operations 1995 Change 1994 Change 1993
Net sales $11,062 20% $ 9,189 15% $ 7,977
Gross margin $ 2858 22% $ 2,343 -14% $ 2,728
Percentage of net sales 25.8% 25.5% 34.2%
Research and development $ 614 9% $ 564 -15% $ 665
Percentage of net sales 5.6% 6.1% 8.3%
Selling, general and

administrative $ 1,583 14% $ 1,384 -15% $ 1,632
Percentage of net sales 14.3% 15.1% 20.5%
Operating expenses (excluding

restructuring costs) $ 2197 13% $ 1,948 -15% $ 2,297
Percentage of net sales 19.9% 21.2% 28.8%
Restructuring costs $ (23) -82% $ (127) -140% $ 321
Percentage of net sales (0.2%) (1.4%) 4.0%
Interest and other income

(expense), net $ (10) 55% $ (22) -175% $ 30
Net income $ 424 37% $ 310 258% $ 87
Earnings per share $ 345 32% $ 2.61 258% $ 0.73

Net Sales

Net sales increased $1,873 million, or 20%, indig®95, compared with an increase of $1,212 mijlar 15%, in fiscal 1994. The net sa
growth in 1995 over 1994 was primarily due to a boration of unit growth, higher average sellingcps, and changes in currency exchange
rates. Total Macintosh computer unit sales increéaggproximately 15% over the prior year. This @aies growth resulted principally from
strong sales of the Company's Power Macintosh mtsdwhich accounted for over 70% of total unippshénts at the end of the fourth qua

of 1995, compared with 26% in the comparable penifot994, and from sales of newer product offeriwithin the Performa family of
desktop personal computers. This unit growth waghlg offset by declining unit sales of certaitbe Company's older product offerings.
The average aggregate revenue per Macintosh unéaesed 12% in 1995 compared with 1994, primarly t a shift in product mix toward
the Company's newer products and products withimettia configurations.

The net sales growth in 1994 over 1993 was primdirile to two factors:

unit sales growth and, to a lesser extent, an @&serén the average aggregate revenue per Maciotosputer unit. Total Macintosh computer
unit sales increased 16% over the prior year. gtosvth resulted principally from strong sales af thompany's new Power Macintosh
products and of newer product offerings within kft@cintosh Performa family of desktop personal cotapmuand, to a lesser extent, from
sales of products within the PowerBook family ofetmok personal computers. This growth was paytfset by declining unit sales in
certain of the Company's more established produtdsolder product versions. The average aggregaemue per Macintosh unit increased
slightly, primarily due to fluctuations in producitix throughout the year, despite pricing actiondarteken by the Company in response to
continuing industrywide pricing pressures.

International net sales grew 25% from 1994 to 1@@narily reflecting strong net sales growth ie tRacific region, particularly Japan, and
favorable changes in currency exchange rates.dlet grew moderately in Europe over the same pdnteinational net sales grew 17%
from 1993 to 1994, primarily reflecting strong isates growth in the Pacific region, particularlpda. International net sales represented
of net sales in 1995 compared with 46% of net Sal&é994 and 45% of net sales in 1993. Domesticakts grew 16% over the prior year,
compared with an increase of 14% in 1994 over 1p@Barily resulting from strong growth in the edtion and consumer markets.

In general, the Company's resellers typically pasehproducts on an as- needed basis. Resellevefrdgichange delivery schedules and
order rates depending on changing market conditidnélled orders ("backlog”) can be, and often,a@nceled at will. The Company
attempts to fill orders on the requested delivetyeslules. However, products may be in relativetyrssupply from time to time until
production volumes have reached a level suffidiemheet demand or if other production or fulfillni@onstraints exist. The Company's
backlog was approximately $618 million at Decembet995, consisting primarily of the Company's leigend Power Macintosh products.
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In the Company's experience, the actual amountaafyzt backlog at any particular time is not a niregfiul indication of its future business
prospects. In particular, backlog often increasemniicipation of or immediately following introdtien of new products because of
overordering by dealers anticipating shortageskBgooften is reduced once dealers and customdiesbehey can obtain sufficient supply.
Because of the foregoing, as well as other fa@ffesting the Company's backlog, backlog shouldogotonsidered a reliable indicator of the
Company's future revenue or financial performakoe.further information regarding the Company'skiag, refer to page 13 of
Management's Discussion and Analysis of Finanataddtion and Results of Operations under the hgatiiactors That May Affect Future
Results and Financial Condition."

Gross Margin

Gross margin represents the difference betwee@dnepany's net sales and its cost of goods soldaiifaint of revenue generated by the
sale of products is influenced principally by thieee set by the Company for its products relativedmpetitive products. The cost of goods
sold is based primarily on the cost of components to a lesser extent, direct labor costs. The g cost of components included in
particular configurations of the Company's prodistch as memory and disk drives) are often direethted to the need to market products
in configurations competitive with those of otheamufacturers. Competition in the personal compughustry is intense, and in the short
term, frequent changes in pricing and product gamfition are often necessary in order to remainpatitive. Accordingly, gross margin as a
percentage of net sales can be significantly imibeel in the short term by actions undertaken byCihimpany in response to industrywide
competitive pressures.

Gross margin increased both in amount and as ammge of net sales in 1995 compared with 1994 ifidrease in gross margin as a
percentage of net sales was primarily a results#fith in product mix toward the Company's newéghkmargin products, which included
strong sales of certain products within the ComfsmRgpwer Macintosh family of personal computers imdntry-level Macintosh Performa
family.

The increase in gross margin levels was affectedr&ébly by changes in foreign currency exchangesras a result of a weaker U.S. dollar
relative to certain foreign currencies in 1995 caneol with 1994. The Company's operating strategypaiting take into account changes in
exchange rates over time; however, the Companstdtseof operations can be significantly affectedhie short term by fluctuations in fore
currency exchange rates.

Gross margin in 1994 declined as a percentagetafabes from 1993 levels. The downward trend irsgmmargin as a percentage of net sales
was primarily a result of pricing and promotionatians undertaken by the Company in response tasinglvide competitive pricing
pressures. Gross margin was also affected somewlhatsely by changes in foreign currency exchaatgsras a result of a stronger U.S.
dollar relative to certain foreign currencies irfdTompared with 1993. Results from the Companmyg®ing foreign currency hedging
activities offset a portion of this adverse fore@nrency impact on gross margin.

Although the Company's gross margin percentage2va9s in 1995, gross margin as a percentage afates declined to 20.7% in the fou
quarter of 1995, primarily due to aggressive pgaietions and product mix issues related to commpicgneailability and delays in new
PowerPC processor-based product production. htisipated that gross margins will continue to remander significant pressure and are
likely to remain comparable to the level reportedthe fourth quarter of 1995 due to a varietyauftérs, including continued industrywide
pricing pressures, increased competition, partibula Japan, and compressed product life cycles.

Research and Development

Research and development expenditures increasedonnt during 1995 when compared with 1994, prilpalie to higher project- and
headcount- related spending, as the Company c@stitauinvest in the development of new productstaoldnologies. The decrease in
research and development expenditures during 188vared with 1993 reflected the results of the Camyfs restructuring actions aimed at
reducing costs, including product development edfiares. Research and development expenditurepacantage of net sales have
continued to decrease since 1993 as a result ehuevgrowth during 1994 and 1995, coupled withGbmpany's continuing efforts to focus
its research and development project spending &ffarient manner.

The Company believes that continued focused investiim research and development is critical téutsre growth and competitive position
in the marketplace, and is directly related to oargd, timely development of new and enhanced potsdu

Selling, General and Administrative

Selling, general and administrative expenses ise# amount, but decreased as a percentage sdilest in 1995 compared with 1994. 1
increase in expense was primarily a result of iaseel advertising and channel marketing programdipgras the Company continued its
efforts to expand its market share. Although then@any has increased its selling and marketing esgeeim an effort to expand its market
share, there can be no assurance that such aasedrespending will result in a corresponding
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increase in market share. The decrease as a payeasitnet sales since 1993 is primarily a reduiéeenue growth during 1994 and 1995,
combined with the Company's ongoing efforts to nggnatal operating expense growth.

In 1994, selling, general and administrative expsrdecreased in amount and as a percentage @lesicempared with 1993, primarily
because of lower employee-related and facilitiesfcresulting from the restructuring actions takethe third quarter of 1993. Revenue
growth in 1994 also contributed to the decreaseiling, general and administrative expenses a&@ptage of net sales.

The Company will continue to face the challengenahaging growth in selling, general and administeaéxpenses relative to gross margin
levels, particularly in light of the Company's egfaion of continued pressure on gross marginscantinued competitive pressures
worldwide.

Restructuring Costs
For information regarding the Company's restruotyidctions, refer to pages 29 - 30 of the Note&3dwsolidated Financial Statements.
Interest and Other Income (Expense), Net

Interest and other income (expense), net, decreasktD million in expense in 1995 from $22 millionexpense in 1994. This $12 million
favorable change is comprised of $48 million irenesst and other income attributable to higher @yerash balances, higher interest rates,
and interest rate hedging gains, offset in par 86 million unfavorable variance related to m=di and unrealized foreign exchange hed
losses and foreign exchange hedging costs. Madtatikty and higher foreign currency balances agtdor the increased hedging cost.

In 1994, interest and other income (expense) deeteased to $22 million in expense from $30 nmilldd income in 1993, resulting in a $52
million unfavorable change. Higher interest rated rger average borrowing balances used to furiting capital needs served to
significantly increase interest expense, and adedlfor $28 million of the $52 million change dwgithn994. Other factors contributing to this
variance included interest income, which was highdr993 than in 1994 primarily due to a $15 millimterest payment received on a
nonrecurring income tax refund from the Internal&wue Service in 1993, and interest income fronCibmpany's interest rate risk
management program, which contributed $6 milliod %3, and reduced interest income by $7 millioh9084.

For more information regarding the Company's snatend accounting for financial and other derivaiivstruments, refer to pages 26 - 28 of
the Notes to Consolidated Financial Statements.

Provision for Income Taxes 1995 Change 1994 Chan893
Provision for income taxes $ 250 32% $ 190 25898 &fective tax rate 37% 38% 38%

The Company's effective tax rate decreased to 3i7¥895 compared with a rate of 38% in 1994 and 1B8Badditional information
regarding income taxes, refer to pages 31 - 3B@Notes to Consolidated Financial Statements.

Factors That May Affect Future Results and Financid Condition

The Company's future operating results and findwaiadition are dependent on the Company's atiityuccessfully develop, manufacture,
and market technologically innovative productsiides to meet dynamic customer demand patternsrénhe this process are a number of
factors that the Company must successfully manageder to achieve favorable future operating tesahd financial condition.

Product Introductions and Transitions

Due to the highly volatile nature of the persorahgputer industry, which is characterized by dynaotistomer demand patterns and rapid
technological advances, the Company frequentlpéhtces new products and product enhancements.litbess of new product
introductions is dependent on a number of faciaduding market acceptance, the Company's aliditpanage the risks associated with
product transitions, the availability of applicatisoftware for new products, the effective managgroginventory levels in line with
anticipated product demand, and the manufacturfipgamlucts in appropriate quantities to meet apéitdd demand. Accordingly, the
Company cannot determine the ultimate effect tleat products will have on its sales or results adragions.
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In 1994, the Company introduced Power Macintostew line of Macintosh computers based on a new Fe@/éamily of RISC
microprocessors. The Company's results of opersaon financial condition may be adversely affedté@ds unable to successfully comple
the transition of its lines of personal computerd aervers from the Motorola 68000 series of mimogssors to the PowerPC microproce:
The success of this ongoing transition will dependhe Company's ability to continue to sell pradumased on the Motorola 68000 series of
microprocessors while continuing to gain markeeatance of the new PowerPC processor-based prodlusisccessfully manage inventory
levels of both product lines simultaneously, anddotinue to coordinate the timely developmentdisttibution by independent software
vendors of new "native" software applications sfieslly designed for the PowerPC processor-baseduymts.

The rate of product shipments immediately followinggoduction of a new product is not necessanilyiralication of the future rate of
shipments for that product, which depends on mantofs, some of which are not under the contréthefCompany. These factors may
include initial large purchases by a small segnoétite user population that tends to purchase eehniblogy prior to its acceptance by the
majority of users ("early adopters"); purchasesatisfaction of pent-up demand by users who artieipp new technology and as a result
deferred purchases of other products; and overiogley dealers who anticipate shortages due tafitnementioned factors. The preceding
may also be offset by other factors, such as tferide of purchases by many users until new teampols accepted as "proven" and for wt
commonly used software products are availableth@deduction of orders by dealers once they belibey can obtain sufficient supply of
product previously in backlog.

Backlog is often volatile after new product intretions due to the aforementioned demand factotsnafcreasing coincident with
introduction, and then decreasing once dealercasibmers believe they can obtain sufficient supplgroduct.

The measurement of demand for newly introducedymtsds further complicated by the availabilitydifferent product configurations, whi
may include various types of built-in peripheratsl &oftware. Configurations may also require cer@atalization (such as language) for
various markets and, as a result, demand in diffagyeographic areas may be a function of the ahilitiaof third-party software in those
localized versions. For example, the availabilitfearopean- language versions of software prodwetsufactured by U.S. producers may lag
behind the availability of U.S. versions by a gaeadr more. This may result in lower initial demdodthe Company's new products outside
the United States, even though localized versiéniseoCompany's products may be available.

Competition

The personal computer industry is highly compegitwnd continues to be characterized by consolidafiothe hardware and software
industries, aggressive pricing practices, and doavdvpressure on gross margins. For example, imJaplaer companies have begun to
initiate extreme competitive actions in order tingaarket share, and as a result, the Companynialeiented incremental pricing and
promotional activities. The Company's results ofrapions and financial condition could be adversélgcted should the Company be unable
to effectively manage the impact of industrywidesimg pressures and downward pressures on grosgmar

The Company's future operating results and findwoiadition may also be affected by the Companlyiktato offer customers competitive
technologies while effectively managing the impactinventory levels and the potential for custommrfusion created by product
proliferation. The Company's future operating resahd financial condition may also be affectedbgrall demand for personal computers
and general customer preferences for one platfmen another or one set of product features ovethano

On November 7, 1994, the Company reached an agr¢éemith IBM and Motorola, Inc. on a new hardwaréerence platform for the
PowerPC microprocessor that is intended to debveruch wider range of operating system and appicahoices for computer customers.
As a result of this agreement, the Company is ngpfamwvard with its efforts to make the Macintosheogting system available on the
common platform. In line with its efforts, on Novbar 13, 1995, the Company, IBM, and Motorola, Brimounced the availability of the
"PowerPC Platform," which is a set of specificatidhat defines a "unified" personal computer aechitre and combines the Power
Macintosh platform and the PC environment. Accagtiinthe Company's future operating results andrfial condition may be affected by
its ability to continue to implement this agreemand certain other collaboration agreements, amdatioage the associated competitive risk.

The Company is currently the primary maker of haathat uses the Macintosh operating system,tdrasia minority market share in the
personal computer market, which is dominated byerakf computers that run the MS-DOS (registerademark) and Microsoft Windows
(trademark) operating systems. The Company's futpegating results and financial condition may fiecied by its ability to increase mari
share in its personal computer business. As pat$ efforts to increase overall market share Gbenpany announced the licensing of the
Macintosh operating system to other personal coempugndors in January 1995, and several vendorsrily sell product that utilize the
Macintosh operating system. The success of the @oyp efforts to increase its overall market shiareugh licensing of the Macintosh
operating system will depend in part on the Com{saalility to manage the risks associated with ogting with companies producing
Macintosh OS-based computer systems. AccordinigyCtompany cannot determine
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the ultimate effect that licensing of the Macintagierating system will have on its product pricamgl unit sales or future operating results
and financial condition. The Company believes titahsing the operating system will result in adsfer installed base on which software
vendors can develop and provide technical innowmatfor the Macintosh platform. However, there camb assurance that the installed base
will be broadened by the licensing of the operatipgtem or that licensing will result in an increas the number of application software ti

or the rate at which vendors will bring to markppkcation software based on the Macintosh opegatirstem.

The Company's principal competitor in producingratiag system software, Microsoft Corporation, iar@e, well-financed corporation
which has a dominant position in various segmehtiepersonal computer software industry. In Audi@95, Microsoft Corporation
released Windows 95, another of its operating systfferings. As a result of the introduction of Wows 95, the Company has taken and
continue to take steps to address the additioraleziges to and competitive pressures on its effarteveloping and marketing the
Company's products. Accordingly, the Company'sriutyperating results and financial condition ccaugdadversely affected should the
Company be unable to effectively manage the coriyepressure and other challenges presented bptitoeluction of Windows 95.

Certain of the Company's personal computer prodaretgapable of running application software desigior the MS-DOS or Windows
operating systems ("Cross-Platform Products"),ubhosoftware emulation of Intel Corporation micrmgessor chips by use of software
specifically designed for the Company's produdthee those based on the Motorola 68000 seriesiafoprocessors or those based on the
PowerPC microprocessor. The Company has also imteztiproducts that include both the RISC- basedeP®@ 601 microprocessor and the
486 DX2/66 microprocessor, which enable users itchvbetween the Macintosh and DOS or Windows cdimglenvironments.

The Company currently supplies customers who pweltxoss-Platform Products capable of running t8&eD®S or Windows 3.1 operating
system with operating system software under a $icgnagreement with Microsoft. This license agreetnexpires on December 31, 1995 (the
"Old License Agreement"). The Company has attemputdidense Windows 95 software from Microsoft bas been unable to do so because
of the Company's unwillingness to consent to Miofts demand under Microsoft's proposed licenseagent (the "New License
Agreement”) that the Company agree not to sue Maftaf Microsoft infringes any of the Company'seuats. Microsoft has also informed
Company that it will not renew the Old License Agmeent unless the Company accepts the New LicensseAmgnt. Accordingly, unless an
appropriate licensing agreement is reached, upmepiration of the Old License Agreement, the Canypwill be unable to supply
customers with any of Microsoft's operating system«ross- Platform Products. Although custometdccobtain copies of such software
from other sources, the Company is unable to préléceffect of such a situation on the demandCimss-Platform Products. Although
Cross-Platform Products represented only a smatigpoof the Company's unit sales during 1995,Glenpany is unable to predict the effect
of such a situation on the Company's future opegatsults.

Decisions by customers to purchase the Compansssma computers, as opposed to MS-DOS or Windoaged systems, are often base
the availability of third-party software for paniil@r applications. The Company believes that thalability of thirdparty application softwa
for the Company's hardware products depends inopattte third- party developers' perception andyaigof the relative benefits of
developing such software for the Company's produetsus software for the larger MS-DOS and Windavesket. This analysis is based on
factors such as the relative market share of thegamy's products, the anticipated potential revéhaemay be earned, and the costs of
developing such software products. Microsoft Coation is an important developer of application wafte for the Company's products.
Accordingly, Microsoft's interest in producing ajogltion software for the Company's products maijnBaenced by Microsoft's perception
its interests as an operating system vendor.

The Company's ability to produce and market cortigetproducts is also dependent on the abilityB¥land Motorola, Inc., the suppliers of
the PowerPC RISC microprocessor for certain ofGhmpany's products, to continue to supply to then@any microprocessors that produce
superior price/performance results compared witiséhsupplied to the Company's competitors by egporation, the developer and
producer of the microprocessors used by most patsmmputers using the MBOS and Windows operating systems. IBM producesquex
computers based on the Intel microprocessors dsaweh the PowerPC microprocessor, and is alsdetieloper of OS/2, a competing
operating system to the Company's Macintosh operalystem. Accordingly, IBM's interest in supplyitg Company with improved

versions of microprocessors for the Company's ptstmay be influenced by IBM's perception of iteiests as a competing manufacturer of
personal computers and as a competing operatingmsysendor.

The Company's future operating results and findwaiadition may also be affected by the Companiyiitato successfully expand and
capitalize on its investments in other marketshsagthe markets for Internet services and pershgahl assistant (PDA) products.
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Global Market Risks

A large portion of the Company's revenue is derifveth its international operations. As a resule @ompany's operations and financial
results could be significantly affected by intefaaal factors, such as changes in foreign currexcjpange rates or weak economic condit

in the foreign markets in which the Company disttés its products. When the U.S. dollar strengtlagrasnst other currencies, the U.S. dollar
value of non-U.S. dollar-based sales decreasesn\tfieeU.S. dollar weakens, the U.S. dollar valuaai- U.S. dollar-based sales increases.
Correspondingly, the U.S. dollar value of non-UWl8llar-based costs increases when the U.S. doakens and decreases when the U.S.
dollar strengthens. Overall, the Company is a @etiver of currencies other than the U.S. dollal as such, benefits from a weaker dollar
and is adversely affected by a stronger dollatikeldo major currencies worldwide. Accordingly attyes in exchange rates, and in particular
a strengthening of the U.S. dollar, may negatiedfgct the Company's consolidated sales and grasgins (as expressed in U.S. dollars).

To mitigate the short-term impact of fluctuatingremcy exchange rates on the Company's non-U.fardumdsed sales, product procurement,
and operating expenses, the Company regularly lseétggron-U.S. dollar- based exposures. Specifictile Company enters into foreign
exchange forward and option contracts to hedgdyfiommmitted transactions. Currently, hedges afhfir committed transactions do not
extend beyond one year. The Company also purclfiasign exchange option contracts to hedge cedtiar probable, but not firmly
committed transactions. Hedges of probable, bufimoty committed transactions currently do notend beyond one year. To reduce the
costs associated with these ongoing foreign exaherdging programs, the Company also regularlg fsieign exchange option contracts
and enters into certain other foreign exchangesaetions. All foreign exchange forward and optionteacts not accounted for as hedges,
including all transactions intended to reduce th&tT associated with the Company's foreign exchbagdging programs, are carried at fair
value and are adjusted on each balance sheetalatleanges in exchange rates. Refer to the Findnsi@uments footnote on pages 288- ol
the Notes to Consolidated Financial Statementéuftiner discussion.

While the Company is exposed with respect to flatitins in the interest rates of many of the woileBsling industrialized countries, the
Company's interest income and expense is mosttisensi fluctuations in the general level of U.Steirest rates. In this regard, changes in
U.S. interest rates affect the interest earnedherCompany's cash, cash equivalents, and shortiteesatments as well as interest paid on its
short-term borrowings and long-term debt. To mitgihe impact of fluctuations in U.S. interest sathe Company has entered into interest
rate swap and option transactions. Certain of teesms are intended to better match the Compdogtnfg-rate interest income on its cash,
cash equivalents, and short-term investments WwiHiked- rate interest expense on its long-terist.dehe Company also enters into interest
rate swap and option transactions in order to difyea portion of the Company's exposure away ffluttuations in short-term U.S. interest
rates. These instruments may extend the Compaastsinvestment horizon up to a maximum effectivetion of three years.

To ensure the adequacy and effectiveness of thep@ayts foreign exchange and interest rate hedgaquess as well as to monitor the risks
and opportunities of the nonhedge portfolios, teken@any continually monitors its foreign exchangeviard and option positions, and its
interest rate swap and option positions on a stdode basis and in conjunction with its underlyiageign currency- and interest rate-related
exposures, respectively, from both an accountirtjaameconomic perspective. However, given the gfietorizons of the Company's risk
management activities, there can be no assuraatéaforementioned programs will offset morenthgortion of the adverse financial
impact resulting from unfavorable movements inaittoreign exchange or interest rates. In additiba timing of the accounting for
recognition of gains and losses related to markioket instruments for any given period may nohcinie with the timing of gains and los:
related to the underlying economic exposures, argliah, may adversely affect the Company's operatisults and financial position. The
Company generally does not engage in leveragediigdg

Inventory and Supply

The Company's ability to satisfy demand for itsdarcts may be limited by the availability of key qooments. The Company believes that the
availability from suppliers to the personal computelustry of microprocessors and ASICs presergsribst significant potential for
constraining the Company's ability to produce prtsluSpecific microprocessors manufactured by Mi#éoinc. and IBM are currently
available only from single sources, while some adea microprocessors are currently in the earlyestaf ramp-up for production and thus
have limited availability. The Company and othavdarcers in the personal computer industry also epenfor other semiconductor products
with other industries that have experienced inadatkemand for such products, due to either incceasesumer demand or increased use of
semiconductors in their products (such as the leglphone and automotive industries). Finally, @@mpany uses some components that are
not common to the rest of the personal computearstrgl (including certain ASICs). Continued availdpiof these components may be
affected if producers were to decide to concentratthe production of common components insteamisfom components. Such product
supply constraints and corresponding increased costid adversely affect the Company's future dpeyaesults and financial condition,
including loss of market share.
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The Company's future operating results and findwoiadition may also be adversely affected by tbenany's ability to manage inventory
levels and lead times required to obtain componiantsder to be more responsive to short-term sliiftustomer demand patterns. In
addition, if anticipated unit sales growth for namd current product offerings is not realized,@menpany's results of operations and finar
condition could be adversely affected.

Marketing and Distribution

A number of uncertainties may affect the marketing distribution of the Company's products. Cutyetihe Company's primary means of
distribution is through third-party computer resedl However, the Company is continuing its expgangito various consumer channels, such
as mass-merchandise stores, consumer electrorilesspand computer superstores. The Company'sdasiand financial results could be
adversely affected if the financial condition oésie resellers weakens or if resellers within comswhannels decide not to continue to
distribute the Company's products.

Other Factors

The majority of the Company's research and devedmpractivities, its corporate headquarters, andrathitical business operations are
located near major seismic faults. The Companyésaijing results and financial condition could beemnally adversely affected in the event
of a major earthquake.

The Company is currently in the process of repldisi current transaction systems (which includieomanagement, distribution,
manufacturing, and finance) with a single integiatgstem as part of its ongoing effort to incresserational efficiency. The Company's
future operating results and financial conditiomlddbe adversely affected if it is unable to impé&rhand effectively manage the transition to
this new integrated system.

In April 1995, the Company announced a companywédeganization designed to more closely align tbenfany's organizational structure
with the Company's business strategy of placingeimeed focus on customer needs and expandinggsnme in the home, education, and
business markets. In November 1995, the Companguaroed a further companywide reorganization tolacate the implementation of its
market segmentation strategy. The Company's retafgon will result in the consolidation of its sal marketing, and customer solutions
organization into three geographic business unémely, the Americas, Europe, and Japan and Ak Cbmpany's future operating results
and financial condition could be adversely affedigdts ability to effectively manage the trangitito these new organizational structures.
Although it is uncertain at this time, the Compangy incur future restructuring charges as a reduliese reorganizations.

Historically, the Company has experienced increasdek in its first and fourth fiscal quarters du@oliday demand for and calendar year-
end buying of some of its products. As of the ddtthis Annual Report, published reports relatingtte U.S. economy indicated a potentially
unfavorable yeaend buying season. Any general economic slowdowidcadversely affect demand for the Company's prtsjuvhich coul
adversely affect the Company's results of operatind financial condition.

Because of the foregoing factors, as well as ddctors affecting the Company's operating resultsfanancial condition, past financial
performance should not be considered to be a teliaticator of future performance, and investdrsudd not use historical trends to
anticipate results or trends in future periodsaddition, the Company's participation in a highjyndmic industry often results in significant
volatility of the Company's common stock price.

Liquidity and Capital Resources

The Company's financial position with respect tehgaash equivalents, and short-term investmeatxfrshort-term borrowings, decreased
to $491 million at September 29, 1995, from $968iom at September 30, 1994.

Less cash was generated by operations in 1995 aechpath 1994, primarily as a result of growth mvéntory levels and an increase in
accounts receivable. Inventory levels grew duri@§5lin order to support anticipated demand in itts¢ quarter of 1996 for the Company's
new products. Accounts receivable also increasgldcting the higher sales levels achieved duri@@bl primarily toward the end of the
fourth quarter.

Cash used for operations in 1995 was partiallyedfify cash generated from higher sales and accpapéble levels. The increased sales
levels were driven by aggressive pricing and praomad actions coupled with strong demand for thenpany's PowerPC processor-based
products. Accounts payable increased as a restheajrowth in inventory and production levels éomjer payment terms negotiated with
vendors.

More cash was generated by operations in 1994 cadpeth 1993, primarily due to a significant dexse in inventory levels, as well as
increased sales levels. The significant decreaswéntory levels during 1994 resulted from imprdweventory
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management, higher 1994 sales levels attributablarious pricing and promotional actions, andrgjreales of new product inventory which
had been built up in preparation for the introduttdf Power Macintosh. Profit levels improved asraping expenses decreased due to the
Company's implementation of restructuring actignisated in the third quarter of 1993.

Cash generated by operations in 1994 was partéfet by cash used for restructuring and an irsgréa accounts receivable. The increase in
accounts receivable reflected an increase in $alets achieved during 1994. The balance of accreslucturing costs decreased as the
restructuring actions initiated in the third quaxdé&1993 continued to be implemented. In additiarthe third quarter of 1994, the Company
lowered its estimate of the costs associated Wwitréstructuring and recorded an adjustment tlea¢@sed income by $127 million ($79
million, or $0.66 per share, after taxes). Thisuatipent primarily reflected the modification or calation of certain elements of the
Company's original restructuring plan because ahging business and economic conditions that medaic elements of the restructuring
plan financially less attractive than originallytizipated.

Excluding short-term investments, net cash usethf@stments increased in 1995 compared with 19841893 levels. Net cash used for the
purchase of property, plant, and equipment totdlisP million in 1995, and was primarily made uprafreases in manufacturing machinery
and equipment. The Company anticipates that cag@nditures in 1996 will remain relatively comesig with 1995 expenditure levels.

The Company leases the majority of its facilitiagl @ertain of its equipment under noncancelableatipg leases. In 1995, rent expense
under all operating leases was approximately $1i#libm The Company's future lease commitmentsdiseussed on page 34 of the Notes to
Consolidated Financial Statements.

Short-term borrowings at September 29, 1995, wppecximately $169 million higher than at SeptemB@r1994. These borrowings were
primarily made to fund expected working capitalvgtio in certain markets worldwide. In general, trengpany's shorterm borrowings refle:
borrowings made under its commercial paper prograchshorterm loans from certain commercial banks. In patéig Apple Japan, Inc. a
Apple Computer BV (Netherlands), subsidiaries & @ompany, held shorterm borrowings from several banks, totaling agpnately $19¢
million and $262 million, respectively, at SeptemBe, 1995.

The Company's balance of long-term debt remainkdively constant during 1995. In 1994, $300 milliaggregate principal amount of 6.5%
unsecured notes were issued under an omnibusrebédfration statement filed with the Securitied &xchange Commission. This shelf
registration was for the registration of debt atitko securities for an aggregate offering amour5@f0 million. The notes were sold at
99.925% of par, for an effective yield to matuiity6.51%. The notes pay interest semi-annuallyraatiire on February 15, 2004. The 6.51%
fixed rate was subsequently effectively converted floating rate through ten-year interest ratepswased on the three-month U.S. dollar
London Interbank Offered Rate ("LIBOR"). To mitigahe credit risk associated with these ten-yeapswansactions, the Company entered
into margining agreements with its third-party baokinterparties. Margining under these agreemegs dot start until 1997. Furthermore,
these agreements would require the Company tonpaxgin only if certain credit risk thresholds weseeeded. It is anticipated that any
margin the Company may be required to post indiheré would not have a material adverse effechenGompany's liquidity position.

The Company expects that it will continue to inshort- and long-term borrowings from time to timdfihance U.S. working capital needs
and capital expenditures, because a substanti@paf the Company's cash, cash equivalents, hod-term investments is held by foreign
subsidiaries, generally in U.S. dollar-denomindteftiings. Amounts held by foreign subsidiaries wiooé subject to U.S. income taxation
upon repatriation to the United States; the Comisdiinyancial statements fully provide for any rethtax liability on amounts that may be
repatriated. Refer to the Income Taxes footnotpages 31 - 32 of the Notes to Consolidated FinhSteements for further discussion.

The Company believes that its balances of cash, @asivalents, and short-term investments, togetfiterfunds generated from operations
and short- and long-term borrowing capabilitied| e sufficient to meet its operating cash requieats on a short- and long-term basis.
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Item 8. Financial Statements and Supplementary Data

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS Page
Financial Statements:
Report of Ernst & Young LLP, Independent Auditors 19
Consolidated Balance Sheets at September 29, 1995 a nd
September 30, 1994 20
Consolidated Statements of Income for the three fis cal years
ended September 29, 1995 21
Consolidated Statements of Shareholders' Equity for the
three fiscal years ended September 29, 1995 22
Consolidated Statements of Cash Flows for the three fiscal
years ended September 29, 1995 23
Notes to Consolidated Financial Statements 24
Selected Quarterly Financial Information (Unaudited ) 36

Financial Statement Schedules:
For the three fiscal years ended September 29, 1995
Schedule Il - Valuation and qualifying accounts S-1

All other schedules have been omitted, since thaired information is not present or is not preser@mounts sufficient to require
submission of the schedule, or because the infesmatquired is included in the Consolidated FinahStatements and Notes thereto.
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REPORT OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS
The Shareholders and Board of Directors of Apple Cmputer, Inc.

We have audited the accompanying consolidated balsineets of Apple Computer, Inc. as of Septem®et 295 and September 30, 1994,
and the related consolidated statements of inceha@eholders' equity, and cash flows for eachetlihee years in the period ended
September 29, 1995. Our audits also included tranfiial statement schedule listed in the IndexdosGlidated Financial Statements. These
financial statements and schedule are the resplitysiti the Company's management. Our responsgyhii to express an opinion on these
financial statements and schedule based on outsaudi

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatem@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the consolidated financial posi
of Apple Computer, Inc. at September 29, 1995 asqteSnber 30, 1994, and the consolidated results operations and its cash flows for
each of the three years in the period ended Segte2®) 1995, in conformity with generally accepéedounting principles. Also, in our
opinion, the related financial statement schedulen considered in relation to the basic finansiatements taken as a whole, present fairly
in all material respects the information set fattérein.

/sl Ernst & Young LLP
Ernst & Young LLP

San Jose, California
Cct ober 16, 1995
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Consolidated Balance Sheets

(Dollars in millions)

September 29, 1995, and September 30, 1994 1995 1994
Assets:
Current assets:
Cash and cash equivalents $ 756 $1,203
Short-term investments 196 55
Accounts receivable, net of allowance for
doubtful accounts of $87 ($91 in 1994) 1,931 1,581
Inventories:
Purchased parts 841 469
Work in process 291 207
Finished goods 643 412
1,775 1,088
Deferred tax assets 251 293
Other current assets 315 256
Total current assets 5,224 4,476
Property, plant, and equipment:
Land and buildings 504 484
Machinery and equipment 638 573
Office furniture and equipment 145 158
Leasehold improvements 205 237
1,492 1,452
Accumulated depreciation and amortization (781) (785)
Net property, plant, and equipment 711 667
Other assets 296 160

$6,231 $5,303
Liabilities and Shareholders' Equity:
Current liabilities:

Short-term borrowings $ 461 $ 292
Accounts payable 1,165 882
Accrued compensation and employee benefits 131 137
Accrued marketing and distribution 206 178
Other current liabilities 362 455

Total current liabilities 2,325 1,944
Long-term debt 303 305
Deferred tax liabilities 702 671

Commitments and contingencies

Shareholders' equity:
Common stock, no par value; 320,000,000 shares
authorized;122,921,601 shares issued and

outstanding in 1995 (119,542,527 shares in 1994) 398 298

Retained earnings 2,464 2,096

Other 39 (11)
Total shareholders' equity 2,901 2,383

$6,231 $ 5,303

See accompanying notes.
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Consolidated Statements of Income

(Dollars in millions, except per share amounts)

Three fiscal years ended
September 29, 1995 1995 1994

1993
Net sales $ 11,062 $ 9,189 $ 7,977
Costs and expenses:
Cost of sales 8,204 6,846 5,249
Research and development 614 564 665
Selling, general and
administrative 1,583 1,384 1,632
Restructuring costs (23) (127) 321
10,378 8,667 7,867
Operating income 684 522 110
Interest and other income
(expense), net (10) (22) 30
Income before income taxes 674 500 140
Provision for income taxes 250 190 53
Net income $ 424 $ 310 $ 87
Earnings per common and common
equivalent share $ 3.45 $ 261 $ 0.73
Common and common equivalent
shares used in the calculations
of earnings per share
(in thousands) 123,047 118,735 119,125

See accompanying notes.
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Consolidated Statements of Shareholders' Equity

(Dollars in millions, except per share amounts)

Total
Common Stock Share-
Shares Ret ained holders'
(in Thousands) Amount Ear nings Other Equity

Balance at September 25,

1992 118,479 $ 282 $1 905 $ - $2,187
Common stock issued under

stock option and purchase

plans, including related

tax benefits 2,693 102 - - 102
Repurchase of common stock (5,025) (180) (93) - (273)
Cash dividends of $0.48

per common share -- - (56) -- (56)
Accumulated translation

adjustment - - - (20) (20)
Net income - -- 87 -- 87
Balance at September 24,

1993 116,147 204 1 ,843  (20) 2,027
Common stock issued under

stock option and purchase

plans, including related

tax benefits 3,396 94 -- - 94
Cash dividends of $0.48

per common share -- - (57) - (57)
Accumulated translation

adjustment -- -- -- 9 9
Net income - -- 310 - 310
Balance at September 30,

1994 119,543 298 2 ,096 (11) 2,383
Common stock issued under

stock option and purchase

plans, including related

tax benefits 3,379 100 -- - 100
Cash dividends of $0.48

per common share -- - (58) - (58)
Accumulated translation

adjustment -- -- -- 6 6
Change in unrealized gains

(losses) on available-for-

sale securities - - - 44 44
Net income -- -- 424 - 424
Other - - 2 - 2
Balance at September 29,

1995 122,922 $ 398 $2 464  $ 39 $2,901

See accompanying notes.
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Consolidated Statements of Cash Flows

(Dollars in millions)

Three fiscal years ended

September 29, 1995 1995 1994 1993
Cash and cash equivalents,

beginning of the period $1,203 $ 676 $ 498
Operations:

Net income 424 310 87

Adjustments to reconcile net
income to cash generated by
(used for) operations:

Depreciation and amortization 127 168 166
Net book value of property,
plant, and equipment retirements 6 11 13
Changes in assets and liabilities:
Accounts receivable (350) (199) (295)
Inventories (687) 418 (927)
Deferred tax assets 42 (25) (69)
Other current assets (59) 34 (96)
Accounts payable 283 139 316
Accrued restructuring costs () (250) 203
Other current liabilities (20) 90 (68)
Deferred tax liabilities 31 41 19
Cash generated by (used
for) operations (240) 737 (651)
Investments:
Purchase of short-term
investments (1,672) (312) (1,432)
Proceeds from sale of short-term
investments 1,531 474 2,153
Purchase of property, plant, and
equipment (159) (160) (213)
Other (102) (4) (15)
Cash generated by (used
for) investment activities (402) 2) 493
Financing:
Increase (decrease) in short-term
borrowings 169 (531) 639
Increase (decrease) in long-term
borrowings 2) 297 (11)
Increases in common stock, net of
related tax benefits 86 82 85
Repurchase of common stock -- -- (273)
Cash dividends (58) (56) (56)
Other - - (48)
Cash generated by (used
for ) financing activities 195 (208) 336
Total cash generated (used) (447) 527 178
Cash and cash equivalents, end of
the period $ 756 $ 1,203 $ 676

Supplemental cash flow disclosures:

Cash paid during the year for:
Interest $ 49 $ 34 $ 12
Income taxes, net $ 188 $ 46 $ 226

Schedule of non-cash transactions:
Tax benefit from stock options $ 15 $ 12 $ 17

See accompanying notes.
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Notes to Consolidated Financial Statements
Summary of Significant Accounting Policies

Basis of Presentation
The consolidated financial statements include tw@ants of Apple Computer, Inc. and its subsidgaftee Company). Intercompany accot
and transactions have been eliminated. The Compéisgal year-end is the last Friday in September.

Revenue Recognition

The Company recognizes revenue at the time prodwetshipped. Provisions are made currently fomesed product returns and price
protection that may occur under Company progranstoHcally, actual amounts recorded for produttimes and price protection have not
varied significantly from estimated amounts.

Warranty Expense
The Company provides currently for the estimatest twat may be incurred under product warrantiesrwgroducts are shipped.

Advertising Costs
Advertising costs, except for costs associated diithct-response advertising, are charged to exphsfirst time the advertising takes place.
The costs of direct-response advertising are dggthand amortized over the period during whicturffe benefits are expected to be received.

Foreign Currency
Gains and losses resulting from foreign currenaggfation are accumulated as a separate compdngmareholders' equity until the foreign
entity is sold or liquidated. Gains and lossestegufrom foreign currency transactions are in@ddn the consolidated statement of income.

Financial Instruments

Investments

All highly liquid investments with a maturity of tbe months or less at the date of purchase arédeved to be cash equivalents; investments
with maturities between three and twelve monthscarsidered to be short-term investments. Ther@aiavestments with maturities greater
than twelve months. A substantial portion of ther@any's cash, cash equivalents, and short-ternstimemts is held by foreign subsidiaries
and is generally based in U.S. dollar-denominat#dihgs. Amounts held by foreign subsidiaries wooddsubject to U.S. income taxation
upon repatriation to the United States; the Comisdiinyancial statements fully provide for any rethtax liability on amounts that may be
repatriated, aside from undistributed earnings @natintended to be indefinitely invested.

Effective October 1, 1994, the Company adoptedrsi@ Accounting Standard No. 115 ("FAS 115"), "Aaating for Certain Investments
Debt and Equity Securities." In accordance with FAS, prior period financial statements have nernbestated to reflect the change in
accounting principle. The cumulative effect of thmnge was not material to shareholders' equitf @stober 1, 1994. Under FAS 115, debt
securities that a company has both the positiventrand ability to hold to maturity are carriecaatortized cost. Debt securities that a
company does not have the positive intent andtgltdihold to maturity and all marketable equitgsdties are classified as either available-
for-sale or trading and are carried at fair val@enerally, unrealized holding gains and lossesegnrities classified as available- for-sale are
reported as a component of shareholders' equitsedlined holding gains and losses on securitiessiflad as trading are included in earnil

The Company's cash equivalents consist primarily.& Government securities, Euro-dollar depoaitsl commercial paper with maturities
of three months or less at the date of purchasert-$rm investments consist principally of Eurdidodeposits and commercial paper with
maturities between three and twelve months. Theamyis marketable equity securities consist of iséesiissued by U.S. corporations and
are included in "Other assets" on the accompanyatgnce sheet. As of September 29, 1995, the Coyigpeash equivalents, short-term
investments, and marketable equity securities lassified and accounted for as available-for-satkare generally held until maturity.

Financial Instruments with Off-Balance-Sheet RisltHe ordinary course of business and as parto€thmpany's asset and liability
management, the Company enters into various tyjearsactions that involve contracts and finaniciafruments with off- balance-sheet
risk. These instruments are entered into in omenanage financial market risk, primarily intereste and foreign exchange risk. The
Company enters into these financial instrumenth wigjor international financial institutions utitigy over-the-counter as opposed to
exchange traded instruments. The Company doesoftbbhtransact in financial instruments for otttean risk management purposes.
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Gains and losses on accounting hedges of exisssefsor liabilities are included in the carryimgoaints of those assets or liabilities and are
ultimately recognized in income as part of thoseyiiag amounts. Gains and losses related to quiagjfgccounting hedges of firm
commitments or anticipated transactions are al$eridl and are recognized in income or as adjugsrrcarrying amounts when the
hedged transaction occurs. Realized and unrealjaied and losses on interest rate and foreign eggheontracts that do not qualify as
accounting hedges are recognized quarterly as paaoent of interest and other income (expense), net.

The Company monitors its interest rate and forexghange positions daily based on applicable anthwanly used pricing models. The
correlation between the changes in the fair vafugedging instruments and the changes in the uyidgrhedged items is assessed
periodically over the life of the hedged instruméntthe event that it is determined that a hedgaeffective, the Company recognizes in
income the change in market value of the instrurbeginning on the date it was no longer an effedtigdge.

Interest Rate Derivatives

The Company enters into interest rate derivatigadactions, including interest rate swaps and ogtiwith financial institutions in order to
better match the Company's floating-rate intemesbine on its cash equivalents and short-term imests with the fixedate interest expen
of its long-term debt. These instruments are atsauo diversify a portion of the Company's expesaway from fluctuations in short-term
U.S. interest rates. The Company may also enterinitérest rate contracts that are intended toaedhe cost of the interest rate risk
management program.

Foreign Currency Instruments

The Company enters into foreign exchange forwatapotion contracts with financial institutions panly to protect against currency
exchange risks associated with certain firmly cottediand certain other probable, but not firmly caitted transactions. The Company's
foreign exchange risk management policy requires litedge a majority of its existing material fgreiexchange transaction exposures.
However, the Company may not hedge certain foreiginange transaction exposures that are immaégtfier in terms of their minimal U.S.
dollar value or in terms of their high correlatiaith the U.S. dollar.

Probable, but not firmly committed transactions poise sales of the Company's products in curreratiesr than the U.S. dollar. A majority
of these non-U.S. dollar-based sales are madeghrine Company's subsidiaries in Europe, Asia i(pdarly Japan), Canada, and Australia.
The Company also purchases foreign exchange optintmacts to hedge certain other probable, bufimoly committed transactions. The
Company also sells foreign exchange option cordraetorder to partially finance the purchase oéign exchange option contracts used to
hedge both firmly committed and certain other ptdabut not firmly committed transactions. In gdui, the Company enters into other
foreign exchange transactions, which are intendedduce the costs associated with its foreign @xgé risk management programs. The
duration of foreign exchange hedging instrumentsgtiver for firmly committed transactions or for pable, but not firmly committed
transactions, currently does not exceed one year.

For further information regarding the Company'soatting treatment of its investments and othenfaia and derivative instruments, refe
pages 26 - 28 of the Notes to Consolidated FinhSt&ements.

Income Taxes

The income tax provisions for 1995 and 1994 hawnlzketermined in accordance with statement of EiahAccounting Standard No. 109
("FAS 109"), "Accounting for Income Taxes," wheredigferred tax assets and liabilities reflect therfeiincome tax effects of temporary
differences between the financial statement cagrgimounts of existing assets and liabilities amdf tlespective tax bases. Deferred tax as
and liabilities are measured using enacted tax tht apply to taxable income in the years in Whimse temporary differences are expected
to be recovered or settled. The Company adopted Fo®=ffective the first day of fiscal 1994 on agpective basis, and the financial
statements of years ended prior to 1994 have rest bestated. The cumulative effect of the changenea material. Prior to 1994, the
Company accounted for income taxes under the pom&of APB Opinion No. 11, which recognized dedertaxes for the effect of timing
differences between pretax accounting income axabta income. Under the deferred method of APB @pilNo. 11, deferred taxes were
adjusted for subsequent changes in tax rates.

U.S. income taxes have not been provided on a atmeltotal of $395 million of undistributed eargmof certain of the Company's foreign
subsidiaries. It is intended that these earningishiindefinitely invested in operations outsidele United States. It is not practicable to
determine the income tax liability that might beurred if these earnings were to be distributed:efgkfor such indefinitely invested earnin
the Company provides for federal and state incares currently on undistributed earnings of foresghsidiaries.

Earnings per Share
Earnings per share is computed using the weightechge number of common and dilutive common eqgeivashares attributable
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to stock options outstanding during the period.djpsr share is computed using the weighted averaigéer of common shares outstanding
during the period.

Inventories
Inventories are stated at the lower of cost (finsfirst-out) or market. If the cost of the inveries exceeds their market value, provisions are
made currently for the difference between the aostthe market value.

Property, Plant, and Equipment
Property, plant, and equipment is stated at cogpr&€riation and amortization is computed by ush®teclining balance and straight- line
methods over the estimated useful lives of thetasse

Stock-Based Compensation

The Company has not elected early adoption of EiahAccounting Standard No. 123 ("FAS 123"), "Aaoting for Stock-Based
Compensation." FAS 123 becomes effective beginwiitiy the Company's first quarter of fiscal year 798nd will not have a material effect
on the Company's financial position or results pérations. Upon adoption of FAS 123, the Comparilyoehtinue to measure compensation
expense for its stock- based employee compengaitimis using the intrinsic value method prescribgdBB Opinion No. 25, "Accounting
for Stock Issued to Employees" and will provide foona disclosures of net income and earnings Iparesas if the fair value-based method
prescribed by FAS 123 had been applied in measgongpensation expense.

Reclassifications
Certain prior year amounts on the Consolidatedi@az&heets and Consolidated Statements of Casls Blodvthe Industry Segment and
Geographic Information and Income Taxes footnotglbeen reclassified to conform to the current peasentation.

Financial Instruments

Investments
The following table summarizes the Company's alségldor-sale securities as of September 29, 1995:

(In millions)
Gr 0ss Gross Estimated
Amortized Unreali zed Unrealized Fair
Cost Ga ins  Losses  Value
U.S. Treasury securities
and obligations of U.S.
government agencies $ 232 % - % - % 232
U.S. corporate debt securities 140 - - 140
Foreign government securities 456 2A) - 458
Total included in cash and cash
equivalents $ 828 $ 2 $ - $ 830
U.S. corporate debt securites $ 48  $ - $ - $ 48
Foreign government securities 146 -- -- 146
Total included in short-term
investments $ 194 $ - $ - $ 194
Equity securities $ 1 % 42 $ - $ 43
Total included in other assets $ 1  $ 42 $ - $ 43
Total $1,023 $ 44 $ -- $1,067

(A) The $2 million represents gross unrealized gain interest rate hedging transactions.

Gross unrealized holding gains or losses on avaHfair-sale securities are recorded as a comparfesttareholders' equity, and include any
unrealized gains and losses on interest rate aistagcounted for as hedges against the underbgiagrities. Of the $42 million of gross
unrealized gains related to equity securities, agprately $40 million relates to securities tha egstricted from sale until February 1996.
The gross realized gains recorded to earningsles s&available-for- sale securities were $1.3iamilin 1995. There were no gross realized
losses recorded to earnings on sales of availaipisdie securities in 1995. The cost of securgidd is based on the specific identification
method.

Interest Rate Derivatives and Foreign Currencyrimsénts The table on page 27 shows the notionatipal, fair value, and credit risk
amounts of the Company's interest rate derivatige a
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foreign currency instruments as of September 29518nd September 30, 1994. The notional prin@padunts for off-balance-sheet
instruments provide one measure of the transagttume outstanding as of year end, and do not septehe amount of the Company's
exposure to credit or market loss. The credit aistount shown in the table below represents the @ogip gross exposure to potential
accounting loss on these transactions if all copargies failed to perform according to the terrhthe contract, based on then-current
currency exchange and interest rates at each taespdate. The Company's exposure to credit lodsnaarket risk will vary over time as a
function of interest rates and currency exchantgsra

The estimates of fair value are based on applicatdecommonly used pricing models using prevaifingncial market information as of
September 29, 1995, and September 30, 1994. laicénstances where judgment is required in estigdair value, price quotes were
obtained from several of the Company's counterdarancial institutions. Although the table belogflects the notional principal, fair value,
and credit risk amounts of the Company's intergst and foreign exchange instruments, it doesaflatat the gains or losses associated with
the exposures and transactions that the interesaral foreign exchange instruments are intendéeédge. The amounts ultimately realized
upon settlement of these financial instrumentsetiogr with the gains and losses on the underlyxpgsures, will depend on actual market
conditions during the remaining life of the instremts.

(In millions)
1995 1994
Notional Fair Credit Notional Fair Credit
Principal Value Risk Principal Value Risk
Amount Amount

Transactions Qualifying as
Accounting Hedges
Interest rate instruments
Swaps $ 450 $ (7) $ 2 $ 669 $(40) --
Interest rate collars  $ 105  --(A) -- A - - -
Sold options $ 150 --(A) - - - -

Foreign exchange instruments

Spot / Forward contracts $1,211 $ 16 $23 $2,385 $(23) $ 15
Purchased options $1,441 $ 32 $32 $1,510 $ 17 $ 21
Sold options - - - $302 $(1) -

Transactions Other Than
Accounting Hedges

Interest rate instruments
Swaps $ 10 --(A) - - -
Sold options $100 $ (1) - $ 148 --(A) -

Foreign exchange instruments

Spot/Forward contracts -- -- -- $ 300 --(A) --(Ayrehased options $3,046 $ 134 $134 $1,600 $ 32SoBPoptions $6,082 $ (83) -- $5,511 $
(45) -

(A) Fair value is less than $0.5 million.

The interest rate swaps shown above generallynethe Company to pay a floating interest rate thasethe three- or six-month U.S. dollar
LIBOR and receive a fixed rate of interest withemthanges of the underlying notional amounts. Migtdates for interest rate swaps
currently range from one to ten years. At Septer2Be 995, and September 30, 1994, interest rapswlassified as receive-fixed swaps
had weighted average receive rates of 6.38% ar®®¥§.Bspectively. Weighted average pay rates asetheaps were 5.88% and 6.52% at
September 29, 1995, and September 30, 1994, rasggcinterest rate option contracts require tleempany to make payments should
certain interest rates either fall below or risexabpredetermined levels.

Interest rate collars limit the Company's exposaructuations in short-term interest rates byklag in a range of interest rates. An interest
rate collar is a no-cost structure that consis@ pfirchased option and a sold option. The Compaggives a payment when the three-month
LIBOR falls below predetermined levels, and makesyment when the three- month LIBOR rises aboedgtermined levels. The entire
structure generally qualifies as an accounting bedg

All interest rate option contracts outstanding ept®8mber 29, 1995, expire within three years.
Interest rate contracts not accounted for as hegigesarried at fair value with gains and losseenged currently in income as a
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component of interest and other income (expenst) Unrealized gains and losses on interest ratgraxds that are designated and effective
as hedges are deferred and recognized in incorhe isame period as the hedged transaction. Uneddtizses on such agreements totaled
approximately $9 million and $40 million at SepteanB9, 1995, and September 30, 1994, respectipgiparily reflecting the net present
value of unrealized losses on the ten-year swapraxs, which effectively convert the Company'sfixate ten-year debt to floating- rate
debt.

The foreign exchange forward contracts not accaliftteas hedges are carried at fair value anddjusted each balance sheet date for
changes in exchange rates, and the adjustmertdgnized in income at that time. Unrealized gaimg lasses on foreign exchange forward
contracts that are designated and effective asdseal@ deferred and recognized in income in the sriod as the hedged transactions.
Deferred gains and losses on such agreements t&nSmgr 29, 1995, and September 30, 1994, were ieriaktAll foreign exchange forward
contracts expire within one year.

Purchased foreign exchange option contracts treifgdior hedge accounting treatment are reportedhe balance sheet at the premium cost,
which is amortized over the life of the option. Balized gains and losses on these option contmeetdeferred until the occurrence of the
hedged transaction and recognized as a componémt bfdged transaction. Deferred gains and lassesch agreements were immaterial at
September 29, 1995, and September 30, 1994. Asgié®ber 29, 1995, maturity dates for purchasesignrexchange option contracts
ranged from one to twelve months.

Purchased and sold foreign exchange option costthat do not qualify for hedge accounting treatnaea carried at fair value and, as such,
are adjusted each balance sheet date for chang&shange rates. Gains and losses associatechegh financial instruments are recorded
currently in income. As of September 29, 1995, migtalates for these sold option contracts rangechfone to six months.

The Company monitors its interest rate and foreghange positions daily based on applicable anthwanly used pricing models. The
correlation between the changes in the fair vafugedging instruments and the changes in the uyidgrhedged items is assessed
periodically over the life of the hedged instruméntthe event that it is determined that a hedgaeffective, the Company recognizes in
income the change in market value of the instrurbeginning on the date it was no longer an effedtigdge.

Fair Values of Other Financial Instruments Theyiag amounts and estimated fair values of the Campgaother financial instruments are as
follows:

(In millions)
1995 1994
Carrying  Fair Carrying Fair
Amount  Value Amount  Value
Cash and cash equivalents $756 $756 $1,203 $1,203
Short-term investments $196 $196 $ 55 $ 55
Short-term borrowings $461 $461 $ 292 $ 292
Long-term debt:
Ten-year unsecured notes $300 $289 $ 300 $ 259
Other $3 $ 3 $ 5 $ 5

Short-term investments are carried at cost plusuadcinterest, which approximates fair value. Tagying amount of short-term borrowings
approximates their fair value due to their shomrtenaturities. The fair value of the ten-year umnsed notes is based on their listed market
value as of September 29, 1995.

Concentrations of Credit Risk

The Company distributes its products principalisotigh third-party computer resellers and variougcation and consumer channels.
Concentrations of credit risk with respect to tragieeivables are limited because of flooring areamgnts for selected customers with third-
party financing companies and because the Compamgtemer base consists of large numbers of gebigadly diverse customers dispersed
across several industries. As such, the Compangrgtyrdoes not require collateral from its custesne

The counterparties to the agreements relatingg@ttmpany's investments and foreign exchange aeckgt rate instruments consist of a
number of major international financial institut®rTo date, no such counterparty has failed to mge&hancial obligations to the Company.
The Company does not believe that there is sigmificisk of nonperformance by these counterpabiesuse the Company continually
monitors its positions and the credit ratings aftsaounterparties, and limits the financial
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exposure and the number of agreements and conitracitters into with any one party. The Companyegally does not require collateral frc
counterparties, except for margin agreements asgacwvith the ten-year interest rate swaps on timagany's long-term debt. To mitigate the
credit risk associated with these ten-year swapstetions, the Company entered into margining agea¢s with its third-party bank
counterparties. Margining under these agreemergs dot start until 1997. Furthermore, these agragsweould require the Company or the
counterparty to post margin only if certain cradk thresholds were exceeded.

Advertising Costs

There were no direct-response advertising costarteg as assets at September 29, 1995, and Septdld®94. Advertising expense was
$204.7 million, $158.2 million, and $153.4 millidor 1995, 1994, and 1993, respectively.

Borrowings

Short-Term Borrowings (In millions)
1995 1994

Commercial paper $ - $ 90

Notes payable to banks 461 202

$ 461 $ 292

The weighted average interest rates for Japanesdgm@ominated notes payable to banks at Septerba095, and September 30, 1994,
were approximately 2.2% and 2.6%, respectively. Whighted average interest rate for U.S. dollaredeinated notes payable to banks at
September 29, 1995, was approximately 6.2%. Thepaosnhad no U.S. dollar-denominated notes payalidanks at September 30, 1994.
The weighted average interest rate for commereipepborrowings at September 30, 1994, was appeiglyn5.0%. Interest expense on
short-term borrowings was $20.4 million, $24.9 mill, and $8.9 million for 1995, 1994, and 1993 pexgively.

Long-Term Debt

On February 10, 1994, the Company issued $300omidggregate principal amount of 6.5% unsecureesriata public offering registered
with the Securities and Exchange Commission. Theswere sold at 99.925% of par, for an effectieédyto maturity of 6.51%. The notes
pay interest semi-annually and mature on Februar2004. Interest expense on long- term debt feytars ended September 29, 1995, and
September 30, 1994, was $19.5 million and $12.8amjlrespectively.

For information regarding the Company's estimassdvialue of short- term and long-term debt, rédéepage 28 of the Notes to Consolidated
Financial Statements.

Restructuring of Operations

In the third quarter of 1993, the Company initiateglan to restructure its operations worldwiderider to address the competitive conditions
in the personal computer industry, including ther@ased market demand for lower-priced productsoimection with this plan, the
Company recorded a $321 million charge to operatimenses ($199 million, or $1.72 per share, #dbars). The restructuring costs included
$162 million of estimated employee-related experses$159 million of estimated facilities, equiprheand other expenses associated with
the consolidation of operations and the relocagiod termination of certain operations and employ€ks restructuring plan originally
contemplated the termination or relocation of agpnately 4,150 employees worldwide and a reduditioworldwide office space, which
primarily consisted of approximately 1.6 millionusge feet of office space in the San FranciscoMAag, within one year from the date the
restructuring was initiated.

In the third quarter of 1994, the Company lowetsdstimate of the total costs associated withrgbFucturing and recorded an adjustment
that increased income by $127 million ($79 million $0.66 per share, after taxes). This adjustmpentarily reflected the modification or
cancelation of certain elements of the Companygra restructuring plan because of changing bessrand economic conditions that made
certain elements of the restructuring plan finahclass attractive than originally anticipated.dddition, some actions were completed at a
lower cost than originally estimated.

The most significant element of the adjustment associated with $61 million in costs accrued tmieate or move a number of employees
from the San Francisco Bay Area to a lower-costtion. This element of the Company's restructupilagn was expected to result in the
termination or relocation of approximately 2,000pmyees and the closure of certain leased fadite a
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cost of $39 million and $22 million, respectiveljowever, the expected benefits of this move wedeiced since the plan's inception because
of changes to the cost differential between the gamy's current and alternative locations. For exanptpe Company favorably renegotiated
the lease terms of certain facilities in its cutreeations, the salary growth rate differentiaddvibeen the Bay Area and alternative locations
were reduced, and changes to the California indaméws made it more attractive for companiesddudsiness in California. The Company
canceled this action in the third quarter of 1984en management decided that the extended estirpayedack period no longer justified the
initial cash investment and the unquantifiable @dsiusiness disruption that such a move wouldipitate.

At the end of fiscal year 1994, approximately 1,e&@ployees had been terminated at a cost of appedely $95 million in termination

benefits, and approximately 80 had been relocdied.Company had reduced its use of office spatieeiBay Area by approximately
867,000 square feet.

During 1995, the Company further lowered its estenaf the total remaining costs associated wéthastructuring plan initiated in the third
quarter of 1993 and recorded an adjustment theg@sed income by $23 million ($14 million, or $0{d& share, after taxes). This adjustn

primarily reflected favorable cancelation settletsesf certain R&D project commitments and facilidases and the completion of other
actions at lower costs than originally estimated.

As of September 29, 1995, the Company had $11amibthf accrued restructuring costs for actions #énatcurrently under way, the majority

which are expected to be completed during 1996 révpmately $10 million of this accrual represengsic charges expected to be incurred
primarily for estimated facilities and other expess

Interest and Other Income (Expense), Net

Interest and other income (expense), net, consfiste following:

(In millions)
1995 1994 1993

Interest income $ 100 $ 43 $ 70
Interest expense (48) (40) (12)
Foreign currency gain (loss) (15) 9 12
Net premiums and discounts earned
(paid) on foreign exchange
instruments (46) (34) (32)
Other income (expense), net (1) - (8)

$ (10) $ (22) $ 30
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Income Taxes

(In millions)
The provision for income taxes
consists of the following:
FAS 109 Met hod APB 11 Method
1995 1 994 1993
Federal:
Current $ 26 $ 61 $ 14
Deferred 113 20 (24)
139 81 (10)
State:
Current 1 6 3
Deferred 15 20 1
16 26 4
Foreign:
Current 89 71 39
Deferred 6 12 20
95 83 59
Provision for income taxes $250 $ 190 $ 53

The foreign provision for income taxes is basedavaign pretax earnings of approximately $572 miilli $474 million, and $416 million in
1995, 1994, and 1993, respectively. The tax benedidited directly to common stock as a resultarfpensation expense attributable to
employee stock option and purchase plans recogulifiedently for financial reporting and tax purgsswas $15 million in 1995.

Under FAS 109, deferred tax assets and liabiliéfigct the future income tax effects of tempordifferences between the financial staten
carrying amounts of assets and liabilities andrttespective tax bases.

At September 29, 1995, and September 30, 1994jdhdicant components of the Company's deferrgchtsets and liabilities were:

(In millions)
Septe mber 29,  September 30,
1995 1994

Deferred tax assets:

Accounts receivable and inventory reserves  $ 87 $ 141

Accrued liabilities and other reserves 85 126

Basis of capital assets and investments 82 66

Total deferred tax assets 254 333
Less: Valuation allowance 14 11
Net deferred tax assets 240 322
Deferred tax liabilities:

Unremitted earnings of subsidiaries 648 657
Other 27 29
Total deferred tax liabilities 675 686
Net deferred tax liability $ 435 $ 364

The net change in the total valuation allowance araBicrease of $3 million and $11 million in 1985 1994, respectively.

31



Under APB Opinion No. 11, deferred income taxesltdsom timing differences between years in theognition of certain revenue and
expense items for financial and tax reporting pagso The sources of timing differences and théaelax effects for 1993 are as follows:

(In millions)
1993

Income of foreign subsidiaries not taxable in curre nt year $ 53
Warranty, bad debt, and other expenses (80)
Depreciation (4)
Inventory valuation 17)
State income taxes

Other individually immaterial items 42
Total deferred taxes $ (3)

A reconciliation of the provision for income tax@sth the amount computed by applying the statufederal income tax rate (35.00% in
1995, 35.00% in 1994, and 34.75% in 1993) to incbefere income taxes, is as follows:

(In millions)

FAS 109 Method  APB 11 Method

1995 1994 1993
Computed expected tax $ 236 $ 175 $ 49
State taxes, net of federal benefit 10 17 2
Research and development tax credit Q) Q) (8)
Indefinitely invested earnings of
foreign subsidiaries (21) (49) (21)
Valuation allowance 3 9 -
Other individually immaterial items 23 39 31
Provision for income taxes $ 250 $ 190 $ 53
Effective tax rate 37% 38% 38%

The Internal Revenue Service ("IRS") has proposdeéiral income tax deficiencies for the years 188dugh 1991, and the Company has
made certain prepayments thereon. The Companystedtthe proposed deficiencies for the years 19@ugh 1988, and most of the issues
in dispute for these years have been resolvedu®a 29, 1995, the IRS issued a notice of deficigmroposing increases to the amount of the
Company's federal income taxes for the years 18@@gh 1991. The Company has filed a petition with United States Tax Court to con
these alleged tax deficiencies. Management belithatsadequate provision has been made for angtadgunts that may result from these tax
examinations.

Common Stock

Shareholder Rights Plan

In May 1989, the Company adopted a shareholdetsriglan and distributed a dividend of one righptwchase one share of common stock (a
"Right") for each outstanding share of common stoicthe Company. The Rights become exercisableritain limited circumstances
involving a potential business combination transacbf the Company and are initially exercisabla atrice of $200 per share. Following
certain other events after the Rights have becomeisable, each Right entitles its holder to pasehfor $200 an amount of common stock
of the Company, or, in certain circumstances, sgesirof the acquiror, having a then-current maskagtie of two times the exercise price of
the Right. The Rights are redeemable and may badedeat the Company's option before they becomeigable. Until a Right is exercise
the holder of a Right, as such, has no rightssteseholder of the Company. The Rights expire onl Ap, 1999.

Stock Option Plans

The Company has in effect a 1990 Stock Option Rfea"1990 Plan") and a 1987 Executive Long TerotsOption Plan (the "1987 Plan").
The 1981 Stock Option Plan terminated in Octob&01®ptions granted before that date remain oudstgrin accordance with their terms.
Options may be granted under the 1990 Plan to grep§ including officers and directors who are
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employees, at not less than the fair market vatuthe date of grant. These options generally beaareecisable over a period of three years,
based on continued employment, and generally exgirgears after the grant date. The 1990 Planifgethe granting of incentive stock
options, nonstatutory stock options, and stock egption rights.

The 1987 Plan permits the granting of nonstatustyons to certain officers of the Company to pass Apple common stock at prices not
less than 75% of the fair market value on the daggrant. Options under the 1987 Plan are genenalfyexercisable for 18 months after the
date of grant, and then become exercisable atngrgtes over the subsequent seven years, bassmhtimued service to the Company.

In July 1995, the Board of Directors adopted anraingent to the 1990 Plan to increase the numberarks reserved for issuance by 8.6
million shares, subject to shareholder approvéi@Company's Annual Meeting of Shareholders sdeddor January 1996. Concurrently,
the Board of Directors also resolved to terminbaee1987 Plan and transfer all unused shares remgaimider the 1987 Plan to the 1990 Plan,
subject to shareholder approval of the aforemeaticamendment to the 1990 Plan.

Summarized information regarding the Company'skstgtion plans as of September 29, 1995, is asli

(In thousands, except per share amounts)

Number of

Sha res Price per Share

Outstanding at September 30, 1994 13,4 11 $ 7.50 - $68.00
Granted 4,2 49

Exercised (2,44 2) $ 7.50-%$57.50
Expired or canceled (1,34 1)

Outstanding at September 29, 1995 13,8 77 $ 7.50 - $68.00
Exercisable 55 35
Reserved for issuance 16,8 48
Available for future grant 2,9 71

Restricted Stock Plan

On April 1, 1993, the Company's Board of Directapproved a Restricted Stock Plan for officers ef@mpany (the "RSP"), which became
effective July 1, 1993. The RSP was subsequenilehby the shareholders on January 26, 1994.R®8E is designed to provide an
incentive for officers to continue to own shareshaf Company's common stock acquired upon exeofisptions under any of the Compar
Stock Option Plans, thus more closely aligningo#ifs' financial interests with those of the shalddrs. The RSP provides that officers who
exercise stock options and continue to hold theotsed shares for at least three years will recefvé three awards of shares of restricted
stock. Each such award is for one-third the nunobshares held for the requisite retention perteatch restricted stock award granted
pursuant to the plan becomes fully vested threesyefféer the grant date, provided that the offioaintains continuous employment with the
Company and that other vesting requirements are met

Employee Stock Purchase Plan

The Company has an employee stock purchase plariftirchase Plan™) under which substantially alpleyees may purchase common
stock through payroll deductions at a price equd@3% of the lower of the fair market values athefbeginning or end of the offering peri
Stock purchases under the Purchase Plan are litoite@% of an employee's compensation, up to amnaxi of $25,000 in any calendar ye
As of September 29, 1995, approximately 18,000eshavere reserved for future issuance under thenBsecPlan. In June 1995, the Board of
Directors adopted an amendment to the Purchasediaarease the number of shares reserved foangsuby 3 million shares, subject to
shareholder approval at the Company's Annual MgetfrBhareholders scheduled for January 1996.

Stock Repurchase Programs

In November 1992, the Board of Directors authoritedpurchase of up to 10 million shares of the Gamy's common stock in the open
market. No shares were repurchased under this@aation in 1995 or in 1994; approximately 3.4 moifi shares were repurchased under this
authorization in 1993. In September 1990, the Bo#directors authorized the purchase of up to 1an shares of the Company's comrmr
stock in the open market. During 1993, the Compapyrchased the remaining shares under this am#tiom, which approximated 1.6

million shares.
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Employee Savings Plan

The Company has an employee savings plan (theri§aW®lan") that qualifies as a deferred salaryngement under Section 401(k) of the
Internal Revenue Code. Under the Savings Planicgeting U.S. employees may defer a portion ofrtheetax earnings, up to the Internal
Revenue Service annual contribution limit ($9,2d0dalendar year 1995). Effective October 1, 1988,Company matches 50% to 100% of
each employee's contributions, depending on leoigslervice, up to a maximum 6% of the employee'sirgs. Prior to October 1, 1995, the
Company matched 30% to 70% of each employee'sibatitms, depending on length of service, up toasximum 6% of the employee's
earnings. The Company's matching contributiontiéoSavings Plan were approximately $14.6 millidkQ.8 million, and $11.1 million in
1995, 1994, and 1993, respectively.

Preferred Stock

Five million shares of preferred stock have bedhanzed for issuance in one or more series. Thar@of Directors is authorized to fix the
number and designation of any such series andt¢ordime the rights, preferences, privileges, astridions granted to or imposed on any
such series.

Commitments and Contingencies
Lease Commitments

The Company leases various facilities and equipmedér noncancelable operating lease arrangenlgrgsnajor facilities leases are for
terms of 5 to 10 years and generally provide reheptons for terms of up to 5 additional yearsnRexpense under all operating leases was
approximately $127 million, $122 million, and $1@@lion in 1995, 1994, and 1993, respectively. Fatminimum lease payments under
these noncancelable operating leases having ramyaigims in excess of one year as of Septemberd®®, are as follows:

(In millions)
1996 $ 71
1997 62
1998 38
1999 21
2000 17
Later years 36
Total minimum lease payments $ 245

Litigation

Apple v. Microsoft Corporation and Hewlett-Pack&dmpany In March 1988, the Company filed suit ia thS. District Court for the
Northern District of California (the "Court") againMicrosoft Corporation ("Microsoft") and Hewl-Packard Company ("HP") alleging that
their Microsoft Windows and HP NewWave computergoeans infringe the Company's audiovisual copyrigintgecting the Macintosh user
interface. On August 24, 1993, the district comteeed final judgment for Microsoft and HP, disnrigsthe Company's action.

On September 21, 1993, the Court denied defendantsns for an award of full defense costs anoragtys' fees under 17 U.S.C. Section
505, but allowed defendants to renew their mot&hwuld the Supreme Court alter the standard foaterd of attorneys' fees in copyright
cases in the case of Fogerty v. Fantasy, Inc.SL12t. 1023 (1994).

On September 20, 1993, the Company appealed teedadse U.S. Court of Appeals for the Ninth Citc@n September 24, 1994, the Court
of Appeals issued its decision affirming the didtdourt judgment on the merits but remanding timeon the issue of attorneys' fees in light
of the Fogerty decision. The Company filed a patitior a writ of

certiorari in the Supreme Court of the United State December 19, 1994,

The Company's petition for a writ of certiorari wadenied by the Supreme Court of the United StateBebruary 21, 1995. Accordingly, the
decision of the appellate court affirming the dissail of the Company's copyright infringement cagsrest Microsoft and HP is now final.
The requests of Microsoft and HP for attorneyss feave been resolved by settlement agreementsrdingty, the matter has been entirely
resolved.
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Industry Segment and Geographic Information

The Company operates in one principal industry ssgnthe design, manufacture, and sale of persamaputing products. The Company's
products are sold primarily to the business, edosahome, and government markets.

Geographic financial information is as follows:

(In millions)
1995 1994 1993
Net sales to unaffiliated customers:
North America $ 6,130 $ 5291 $ 4,694
Europe 2,365 2,096 2,002
Japan 1,822 1,234 835
Pacific 745 568 446
Total net sales $ 11,062 $ 9,189 $ 7,977
Transfers between geographic
areas (eliminated in
consolidation):
North America $ 511 $ 409 $ 421
Europe 178 234 263
Japan -- -- 9
Pacific 3,619 2,618 2,293
Total transfers $ 4,308 $ 3,261 $ 2,986
Operating income (loss):
North America $ (20) $ (27) $ (243)
Europe 245 276 60
Japan 46 47 20
Pacific 383 245 256
Eliminations 30 (19) 17
Corporate income (expense), net (10) (22) 30
Income before income taxes $ 674 $ 500 $ 140
Identifiable assets:
North America $ 3,112 $ 2,393 $ 2,627
Europe 927 824 970
Japan 686 522 362
Pacific 581 364 345
Eliminations (34) (67) (46)
Corporate assets 959 1,267 913
Total assets $ 6,231 $ 5303 $ 5171

"Europe" includes Europe, the Middle East and AfritPacific” includes Australia, Hong Kong, Singegolaiwan, Latin America, and Sot
America. Prior year amounts have been restatedrifboom to the current year's presentation. Netssaeinaffiliated customers is based on
the location of the customers. Transfers betweegm@phic areas are recorded at amounts generalyeainst and in accordance with the
rules and regulations of the respective goverramgauthorities. Operating income (loss) by geog@aplea consists of total net sales less
operating expenses, and does not include an atbocat general corporate expenses. The restrugtwhiarge recorded in 1993 and the rel:
adjustments recorded in 1995 and 1994 are inclirdtte calculation of operating income (loss) faclke geographic area. Identifiable assets
of geographic areas are those assets used in thpaly's operations in each area. Corporate assftislé cash and cash equivalents, joint
venture investments, and short-term investments.
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Selected Quarterly Financial Information (Unaudited)

(Tabular amounts in millions, except per share artsj)u

Fourth Third Second First
Quarter  Quarter Quarter  Quarter
1995
Net sales $3,003 $2575 $2,652 $2,832
Gross margin $ 621 $ 728 $ 695 $ 814
Net income $ 60 $ 103 $ 73 $ 188
Earnings per common and
common equivalent share $ 0.48 $ 0.84 $ 059 $ 1.55
Cash dividends declared
per common share $ 012 $ 0.12 $ 012 $ 0.12
Price range per common
share $49 7/8-  $50 1/8- $48- $43 3/4-
$34 11/16 $33 5/8 $337/8 $321/2
1994
Net sales $2,493 $2,150 $2,077 $2,469
Gross margin $ 679 $ 574 $ 499 $ 592
Net income $ 115 $ 138 $ 17 $ 40
Earnings per common and
common equivalent share $ 095 $ 1.16 $ 015 $ 034
Cash dividends declared
per common share $ 012 $ 0.12 $ 012 $ 0.12
Price range per common
share $36 3/8-  $331/2- $381/8- $ 34-
$26 1/8  $251/8 $291/4 $221/2

At September 29, 1995, there were 29,247 sharetsotdeecord.

The Company began declaring quarterly cash dividemdits common stock in April 1987. The divideraligy is determined quarterly by the
Board of Directors and is dependent on the Compararnings, capital requirements, financial coadijtand other factors.

The price range per common share represents thegtignd lowest closing prices for the Companyisnaon stock on the Nasdaqg National
Market during each quarter.

Net income for the first quarter of 1995 includegstructuring adjustment that increased incom@1y/million ($11 million, or $0.09 pe
share, after taxes). Net income for the third qaraosf 1995 includes a restructuring adjustmentitiaeased income by $6 million ($4 millic
or $0.03 per share, after taxes). Net income feithird quarter of 1994 includes a restructurinmistthent that increased income by $127
million ($79 million, or $0.66 per share, after ¢z

Item 9. Changes in and Disagreements with Accountémon Accounting and Financial Disclosure
Not applicable
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PART IlI
Item 10. Directors and Executive Officers of the Rgistrant

Information regarding directors of the Registransét forth in the Proxy Statement under the hegiliformation About Apple Computer,
Inc.

- - Directors" and under the heading "Election @ebtors”, which information is hereby incorporatadreference. Information regarding
executive officers of the Company found under thgtion "Executive Officers of the Registrant" inrfPlahereof is also incorporated by
reference into this Item 10.

Item 11. Executive Compensation

Information regarding executive compensation ifaeh in the Proxy Statement under the headingptmation About Apple Computer, Inc.
- -Change in Control Arrangements”, "Informationoiib Apple Computer, Inc. - Director Compensatidiriformation About Apple
Computer, Inc. - Arrangements with Executive Offi€e "Report of the Compensation Committee of tloarf8l of Directors on Executive
Compensation”, and "Information Regarding Execu@eenpensation”, which information is hereby incogted by reference.

Item 12. Security Ownership of Certain Beneficial vners and Management

Information regarding security ownership of certbéneficial owners and management is set forthérProxy Statement under the heading
"Information About Apple Computer, Inc. - Securuwnership of Certain Beneficial Owners and Managgthevhich information is hereby
incorporated by reference.

Item 13. Certain Relationships and Related Transa@ns

Information regarding certain relationships anated transactions is set forth in the Proxy Statémeder the heading "Information About
Apple Computer, Inc. - Director Compensation " foimation About Apple Computer, Inc. - Arrangemewtth Executive Officers"”, and
"Report of the Compensation Committee of the Baddirectors on Executive Compensation - Compeansaflommittee Interlocks and
Insider Participation”, which information is hereimgorporated by reference.
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PART IV
Item 14. Exhibits, Financial Statement Schedulesna Reports on Form 8-K
(a) Items Filed as Part of Report:

1. Financial Statements The financial statemente@fCompany as set forth in the Index to Const#di&inancial Statements under Part I,
Item 8 of this Form 10-K are hereby incorporateddfgrence.

2. Financial Statement Schedules The financiaéstaht schedules of the Company as set forth imtiex to Consolidated Financial

Statements under Part Il, Item 8 of this Form 18r& hereby incorporated by reference.

3. Exhibits

The exhibits listed under Item 14(c) are filed asgt jpf this Form 10-K.

(b) Reports on Form 8-K

No Current Reports on Forn-K were filed by Apple with the Securities and Eaolge Commission during the fourth quarter of fisk@85.

(c) Exhibits

Exhibit
Number Notes* Description

3.1 88-S3 Restated Articles of Incorpor
Secretary of State of the Sta
California on January 27, 198

3.2 90-2Q Amendment to Restated Article
filed with the Secretary of S
State of California on Februa

3.3 95/1Q By-Laws of the Company, as am
November 2, 1994.

4.1 89-8A Common Shares Rights Agreemen
1989 between the Company and
the First National Bank of Bo

4.2  94/2Q Indenture dated as of Februar
the Company and Morgan Guaran
Trust Company of New York (th

4.3 94/2Q Supplemental Indenture dated
1994, among the Company, Morg
Guaranty Trust Company of New
trustee, and Citibank, N.A.,
successor trustee.

4.4  94/2Q Officers' Certificate, withou
to Section 301 of the Indentu
establishing the terms of the
Notes due 2004.
45 94/2Q Form of the Company's 6 1/2%
10.A.1 93/3Q** 1981 Stock Option Plan, as ame
10.A.2 91K** 1987 Executive Long Term Stock

10.A.3 91K**  Apple Computer, Inc. Savings a

ation, filed with the
te of

8.

s of Incorporation,
tate of the

ry 5, 1990.

ended through

t dated as of May 15,
ston, as Rights Agent.
y 1, 1994, between

ty

e "Indenture").

as of February 1,

an

York, as resigning
as

t exhibits, pursuant
re,

Company's 6 1/2%
Note due 2004.
nded.

Option Plan.

nd Investment Plan,

as amended and restated effect ive as of October 1, 1990.

* Footnotes appear on page 40. ** Represents a gegnent contract or compensatory plan or arrangement
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(c) Exhibits (continued)

Exhibit
Number  Notes* Description

10.A.3-1 92K**  Amendment of Apple Computer
Investment Plan dated March

10.A.4 88K** Form of Director Warrant

10.A.5  94/2Q** 1990 Stock Option Plan, as am
26, 1994.

10.A.6  91K**  Apple Computer, Inc. Employee
as amended.

10.A.7 *x 1995 Senior / Executive Incen

10.A.8  91K** Form of Indemnification Agre
Registrant and each officer o

10.A.15 91K**  Agreement dated April 12,
Registrant and Michael H. Spi

10.A.15-1 93K-10.A.1** 1993 Executive Restricted
Plan

10.A.19 94/2Q** Executive Severance Plan as a
effective as of July 1, 1993

10.A.19-1 95/3Q** Supplement to the Executive S
effective as of June 9, 1995.

10.A.20 95/Q2** Separation Agreement dated Ap
the Registrant and lan Diery.

10.A.21 95/Q3** Form of Senior Executive Rete
June 9, 1995.

10.A.22 95/Q3** Retention Agreement dated Jun
Registrant and Michael H. Spi

10.B.1 88K-10.1 Master OEM Agreement dated as
between the Company and Tokyo

10.B.7 91-8K-7 Know-how and Copyright Licens
Architecture) dated as of Sep
IBM and the Registrant.

10.B.8 91-8K-8 Participation in the Customer
Registrant dated as of Septe
and the Registrant.

10.B.9 91-8K-9 Agreement for Purchase of IBM
Equipment Manufacturer) dated
between IBM and the Registran

10.B.11 91K Agreement dated October 9, 19
Corps Limited and the Registr

10.B.12 92K Microprocessor Requirements A
31, 1992 between the Registra

11 Computation of per share earn
21 Subsidiaries of the Company.
23 Consent of Independent Audito
24 Power of Attorney.

27 Financial Data Schedule.
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NOTES

88K Incorporated by reference to Exh

Company's Annual Report on Form 10-K

ended September 30, 1988 (the "1988 F

88-S3 Incorporated by reference to Exhibit
Registration Statement on Form S-3
filed July 27, 1988.

88K-10.1 Incorporated by reference to Exhibit
10-K. Confidential treatment as to
these agreements has been granted.

89-8A Incorporated by reference to Exhibi
Registration Statement on Form 8-
Securities and Exchange Commission on

90/2Q Incorporated by reference to Exhibit
Quarterly Report on Form 10-Q for the
30, 1990.

91K Incorporated by reference to the exhi

the Company's Annual Report on Form
year ended September 27, 1991 (the "1

91-8K-7 Incorporated by reference to Exhibit

Form 8-K.

91-8K-8 Incorporated by reference to Exhibit
Form 8-K.

91-8K-9 Incorporated by reference to Exhibit
Form 8-K.

92K Incorporated by reference to the exhi

the Company's Annual Report on Form
year ended September 25, 1992 (the "1

93K-10.A.15 Incorporated by reference to Exhibit

Form 10-K.

93/3Q Incorporated by reference to Exhi
Company's Quarterly Report on Form 1
ended June 25, 1993.

94/2Q Incorporated by reference to the exhi
the Company's Quarterly Report on
quarter ended April 1, 1994.

95/1Q Incorporated by reference to the exhi
the Company's Quarterly Report on
quarter ended December 30, 1994.

95/2Q Incorporated by reference to the exhi
the Company's Quarterly Report on
quarter ended March 31, 1995

95/3Q Incorporated by reference to the exhi
the Company's Quarterly Report on
quarter ended June 30, 1995.

(d) Financial Statement Schedules

ibit 10.22 to the
for the fiscal year
orm 10-K").

4.1 to the Company's
(file no. 33-23317)

10.1 to the 1988 Form
certain portions of

t1to the Company's
A filed with the
May 26, 1989.

3.2 to the Company's
quarter ended March

bit of that number in
10-K for the fiscal
991 Form 10-K").

7 to the October 1991

8 to the October 1991

9 to the October 1991

bit of that number in
10-K for the fiscal
992 Form 10-K").

10.A.15to the 1993

bit 10.A.1 to the
0-Q for the quarter

bit of that number in
Form 10-Q for the

bit of that number in
Form 10-Q for the

bit of that number in
Form 10-Q for the

bit of that number in
Form 10-Q for the

See Item 14(a)(2) of this Form 10-K.
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(Exhibit 23)
CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference inRbgistration Statements (Form S-8 Nos. 2-70448;563, 2-85095, 33-00866, 33-23650,
33-31075, 33-40877, 33-47596, 33-57092 33-5708G38¥3, 33-53879, 33- 53895, 33-60279, and 33-6p@8&ftaining to the 1981 and
1990 Stock Option Plans, the Employee Stock PuecRéemn, the 1980 Key Employee Stock Purchase flar,986 Employee Incentive
Stock Option Plan, the 1987 Executive Long Terntktption Plan, the 1993 Executive Restricted Sflak, and the Form of Director
Warrant of Apple Computer, Inc. and Form S-3 No:62310 and in the related Prospectuses of our rejatett October 16, 1995 with resy

to the consolidated financial statements and sdesaii Apple Computer, Inc. included in this Ann&aport (Form 10-K) for the year ended
September 29, 1995.

s/ Ernst & Young LLP
Ernst & Young LLP

San Jose, California
Decenber 19, 1995
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be

signed on its behalf by the undersigned, theredatp authorized.

APPLE COMPUTER, INC.
(Registrant)

By: [/s/ MCHAEL H SPI NDLER

M CHAEL H. SPI NDLER
Presi dent and Chief Executive Oficer
Decenber 19, 1995

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbose signature appears below constitutes anargpMichael H.
Spindler and Edward B. Stead, jointly and severdlly or her attorneys-in-fact, each with the poefesubstitution, for him or her in any and
all capacities, to sign any amendments to this RepoForm 10-K, and to file the same, with exhslittereto and other documents in

connection therewith, with the Securities and ExggaCommission, hereby ratifying and confirmingthdit each of said attorneys-in-fact, or
his substitute or substitutes, may do or cause tddme by virtue hereof.

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of

the Registrant and in the capacities and on thesdatlicated:

/sl M chael H. Spindler

M CHAEL H. SPI NDLER

Presi dent and

Chi ef Executive Oficer
(Principal Executive Oficer),
Director

Decenber 19, 1995

/sl Armas C. Markkula, Jr
ARMAS C. MARKKULA, JR
Chai rman of the Board
and Director

Decenber 19, 1995

/sl Peter O Crisp
PETER O. CRI SP
Director

Decenber 19, 1995

/sl Jurgen Hintz
B. JURGEN HI NTZ

Director

Decenber 19, 1995

/sl Glbert F. Anelio
DR G LBERT F. AMELIO
Director

Decenber 19, 1995

/'s/ Jeanne Seel ey

JEANNE SEELEY

Vice President, Finance, and
Corporate Controller
(Principal Financial Oficer)
Decenber 19, 1995

/sl Delano E. Lew s
DELANO E. LEW S
Director

Decenber 19, 1995

/'s/ Bernard Col dstein
BERNARD GOLDSTEI N
Director

Decenber 19, 1995

/'s/ Kat herine Hudson
KATHERI NE HUDSON

Di rector

Decenber 19, 1995

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Regiisthas duly caused this report to be

signed on its behalf by the undersigned, thereduatyp authorized.



SCHEDULE I
APPLE COMPUTER, INC.

VALUATION AND QUALIFYING ACCOUNTS

(In millions)

Charged to
Allowance for Beginning Costsand D eductions Ending
Doubtful Accounts: Balance  Expenses ( 1) Balance
Year Ended
September 29, 1995 $91 $17 $ 21 $87
Year Ended
September 30, 1994 $84 $25 $ 18 $91
Year Ended
September 24, 1993 $83 $26 $ 25 $84

(1) Represents amounts written off against thenalace, net of recoveries.
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INDEX TO EXHIBITS

Exhibit

Index

Number Notes Description

3.1 Q) Restated Articles of Incorpora
with the Secretary of State of
of California on January 27, 1

3.2 Q) Amendment to Restated Articles
Incorporation, filed with the
State of the State of Californ
February 5, 1990.

3.3 (1) By-Laws of the Company, as ame
April 20, 1994.

4.1 Q) Common Shares Rights Agreement
May 15, 1989 between the Compa
First National Bank of Boston,
Agent.

4.2 Q) Indenture dated as of February
between the Company and Morgan
Trust Company of New York (the
"Indenture").

4.3 (1) Supplemental Indenture dated a
February 1, 1994, among the Co
Morgan Guaranty Trust Company
as resigning trustee, and Citi
as successor trustee.

4.4 Q) Officers' Certificate, without
pursuant to Section 301 of the
establishing the terms of the
1/2% Notes due 2004.

4.5 Q) Form of the Company's 6 1/2% N
2004.

10.A.1 (1) 1981 Stock Option Plan, as
amended.

10.A.2 (1) 1987 Executive Long Term Stock
Plan.

10.A3 (1) Apple Computer, Inc. Savings a
Investment Plan, as amended an
effective as of October 1, 199

10.A.3-1 (1) Amendment of Apple Computer, |
and Investment Plan dated Marc

10.A.4 (1) Form of Director Warrant

10.A5 (1) 1990 Stock Option Plan, as ame
January 26, 1994.

10.A.6 (1) Apple Computer, Inc. Employee
Purchase Plan, as amended.

10.A.7 (1) 1995 Senior / Executive Incent
Plan.

10.A8 (1) Form of Indemnification Agreem
the Registrant and each office
Registrant.

10.A.15 (1) Agreement dated April 12, 1991
Registrant and Michael H. Spin

10.A.15-1 (1) 1993 Executive Restricted Stoc

10.A.19 (1) Executive Severance Plan as am

restated effective as of July

(1) Incorporated by reference at page indice
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INDEX TO EXHIBITS (Continued)

Exhibit
Index
Number Notes Description

10.A.19-1 (1) Supplement to the Exe
Severance Plan effective as of
9, 1995.

10.A.20 (1) Separation Agreement dated Apr
between the Registrant and lan

10.A.21 (1) Form of Senior Executive Reten
Agreement dated June 9, 1995.

10.A.22 (1) Retention Agreement dated June
between the Registrant and Mic
Spindler.

10.B.1 (1) Master OEM Agreement dated as
26, 1988 between the Company a
Electric Co. Ltd.

10.B.7 (1) Know-how and Copyright License
(Power PC Architecture) dated
September 30, 1991 between IBM
Registrant.

10.B.8 (1) Participation in the Customer
Center by the Registrant dated
September 30, 1991 between IBM
Registrant.

10.B.9 (1) Agreement for Purchase of IBM
(Original Equipment Manufactur
of September 30, 1991 between
Registrant.

10.B.11 (1) Agreement dated October 9, 199
Apple Corps Limited and the Re

10.B.12 (1) Microprocessor Requirements Ag
dated January 31, 1992 between
Registrant and Motorola, Inc.

11 Computation of per share earni
21 Subsidiaries of the Company.
23 Consent of Independent Auditor
24 Power of Attorney.

27 Financial Data Schedule.

(1) Incorporated by reference at page indicated.
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EXHIBIT 11

APPLE COMPUTER, INC.

COMPUTATION OF EARNINGS PER COMMON SHARE

(In thousands, except per share amounts)

Fiscal Y
Ended

September 29, Septem

1995
Primary Earnings Per Share

Earnings
Net income applicable
to common stock $424,175
Shares
Weighted average number

of common shares 121,192

outstanding

Adjustment for dilutive
effect of outstanding
stock options 1,855

Weighted average number of
common and common equivalent
shares used for

primary earnings per share 123,047

Primary earnings per
common share $ 3.45

Fully Diluted Earnings Per
Share

Earnings
Net income applicable
to common stock $424,175
Shares
Weighted average number
of common shares
outstanding 121,192

Adjustment for dilutive
effect of outstanding
stock options 2,076

Weighted average number of
common and common equivalent
shares used for fully diluted

earnings per share 123,268

Fully diluted earnings per $ 3.44
common share

$3

1

1

$3

118

46

ears

ber 30, September 24,
1994 1993

10,178 $ 86,589

17,808 117,096

927 2,029

18,735 119,125

2.61 $ 0.73

10,178 $ 86,589

17,808 117,096

1,002 2,174

,810 119,270

2.61 $ 0.73



EXHIBIT 21

SUBSIDIARIES OF
APPLE COMPUTER, INC*

Jurisdictio n of
Name Incorporati on
Apple Computer A. B. Sweden
Apple Computer B.V. Netherlands
Apple Computer France S.A.R.L. France
Apple Computer, Ltd., Cork Ireland
Apple Computer, Inc. Limited Ireland
Apple Computer Limited Ireland
Apple Computer (UK) Ltd. United King dom
Apple Japan, Inc. Japan

*Pursuant to Item 601(b)(21)(ii) of RegulatiorkSthe names of other subsidiaries of Apple Compuite. are omitted because, considere
the aggregate, they would not constitute a sigaificubsidiary as of the end of the year coverettisyreport.

a7



ARTICLE 5

MULTIPLIER: 1,000,000
PERIOD TYPE: YEAR
FISCAL YEAR END: SEP 29 1995
PERIOD END: SEP 29 1995
CASH: 756

SECURITIES: 196
RECEIVABLES: 2,018
ALLOWANCES: 87
INVENTORY: 1,775
CURRENT ASSETS: 5,224
PP&E: 1,492
DEPRECIATION: 781

TOTAL ASSETS: 6,231
CURRENT LIABILITIES: 2,325
BONDS: 303

COMMON: 398

PREFERRED MANDATORY: 0
PREFERRED: 0

OTHER SE: 2,503

TOTAL LIABILITY AND EQUITY: 6,231
SALES: 11,062

TOTAL REVENUES: 11,062
CGS: 8,204

TOTAL COSTS: 8,204
OTHER EXPENSES: 2,174
LOSS PROVISION: 0
INTEREST EXPENSE: 48
INCOME PRETAX: 674
INCOME TAX: 250

INCOME CONTINUING: 424
DISCONTINUED: 0
EXTRAORDINARY: 0
CHANGES: 0

NET INCOME: 424

EPS PRIMARY: 3.45

EPS DILUTED: 3.44



(EXHIBIT 10.A.7)

FY95
SENIOR/EXECUTIVE INCENTIVE BONUS PLAN

PURPOSE:

The purpose of the Senior/Executive Incentive BdPlas "The Plan" is to focus the efforts of Set@anagement towards predetermined,
specific goals and objectives which are of critiogportance to the success of the organization.

The program specifically:
-encourages participants to achieve outstandingtss®ward company and individual objectives,

-strengthens the ability of the organization toaatt and retain high caliber, key management paepand

-provides a leveraged compensation program thased on performance towards objectives, with soipperformance resulting in
aggressive compensation levels.

ELIGIBILITY:

- Chief Executive Officer - Vice-Presidents
- Division Presidents - Senior Directors

- Senior Vice Presidents - Directors

Full year participants in the Senior/Executive Imidee Bonus Plan may not participate in other bgplass without the approval of the Chief
Executive Officer. However, nominal gift certifiest and awards are acceptable (less than $500).

INCENTIVE BONUS GUIDELINES:

Bonus targets for eligible participants in the 8effixecutive Incentive Bonus Plan will be set indixally and expressed as a percent of base
salary as of 10/1/94 according to salary gradanlindividual's salary grade changes during the, yea bonus target may be adjusted on a
prorated basis (see Administrative Procedures).

PERFORMANCE MEASUREMENTS:

There are two main components used to determinkedhas payout amounts after the end of the appédaibnnual payout period (see Bonus
Payouts):

the Financial Performance Measurements and theithdil Performance Measurements . Details of thm®wua performance measurements
are described below.

Financial Performance

The Financial Performance Measurements consishidg|Net Inventory Turns, Return on Capital EmgdfROCE), Operating Margin and
Day Sales Outstanding. All Plan participants wdlheasured on either Corporate or Division BusiiMsasurements as described in the
Weighting of Performance Measurements section.
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Individual Performance Measurement
The Individual Performance Measurement is basegeoformance against two to four objectives thatadigned with Corporate/Division
strategic objectives.

Weighting of Performance Measurements

The weighting is from 60% to 80% on financial penfance measurements and 20% to 40% on individuédrp@gance measurements,
depending on position as shown in the table beldwe. financial results used in determining finanpitformance are based on the
participant's position and will be either a Corgerar Divisional measurement. Functional Staff (€igance, Human Resources, Information
Systems and Legal.) within a Division will be me@slion the Division's Business Measurements. Betdithe weighting of financial and
individual performance measurements are as follows:

SR/EXEC FINANCIAL MEASUREMENTS:

FINANCIAL PERFORMANCE MEASUREMENTS
CORPORATE Net Days INDIVIDUAL
Units Operating Inventory Sales Corporate PERFORMIAN

Volume Margin Turns Outs tanding ROCE MEASUREMENT

CEO/CFO/O0P 20% 60% 20%

Corporate

Staff VP's/DIR's 60% 40%

ATG VP's/DIR's 60% 40%

WWOps-Sr VP 20% 25% 35% 20%

WWOps-Ops

VP's/ DIR's 20% 20% 30% 30%

WWOps-Staff

VP's/DIR's 30% 30% 40%

DIVISIONS/GEQ's

PC Division-GM only  20% 60% 20%
PC Division- Ops

VP's/DIR's 20% 30% 20% 30%
PC Division-Staff

VP's/DIR's 40% 20% 40%
ABS Division-Ops

GM/VP's/DIR's 20% 30% 20% 30%
ABS Division-Staff

GM/VP's/DIR's 25% 35% 40%
AppleSoft Division-

Ops GM/VP's/DIR's  40% 30% 30%
AppleSoft Division-

Staff VP's/DIR's 25% 35% 40%
AOS Division-Staff

VP's/DIR's 70% 30%
AOS Division-Staff

VP's/DIR's 60% 40%
PIE Division -Ops

GM/VP's/DIR's 20% 50% 30%
PIE Division-Staff

VP's/DIR's 20% 40% 40%
GEO Presidents 35% 15% 15% 1 5% 20%
GEO Division- Ops

GM/VP's/DIR's 25% 15% 15% 1 5% 30%
GEO Division-Staff

VP's/DIR's 25% 35% 40%

Any exceptions to using these financial performameasurements must be approved by the Senior Vesdent of Human Resources.

DETAILS OF AWARD DETERMINATION:
Target payouts (less deductions and withholdingkYoe based on the expectation of meeting findfdiidsion and individual performance
goals. If the thresholds are met, period-end payailt be calculated in each segment as descrileéab
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FINANCIAL PERFORMANCE MEASUREMENTS

Corporate Performance Measurements

Corporate Performance Measurements will be UnigsuR On Capital Employed (ROCE) and Net Invenfouyns. If the threshold is met, it
will be multiplied by a percentage from 50% througt5% depending on Corporate Performance. If trestold is not met, there will be no
payout for that performance segment.

The bonus payouts at various achievements agdarsfqr the Units, ROCE and Net Inventory Turnsmsegts are shown in the tables bel
Actual payouts between those shown will be caledam any actual incremental % achievement agpiast

Units Segment

This segment will measure quanity of Units achieteBlan. The minimum threshold percent against {#@®8.8%. When the minimum
threshold is reached, a bonus is paid equal to &te Units bonus target. When 100% of the taigjetached, a bonus equal to 100% of the
Units portion of the target bonus is payable. A%.506 of the Units target, the bonus payable edLiéd8o of the Units portion of the target
bonus. Actual payouts may, therefore, range fromt®@% maximum of 175% of the Units portion of theget bonus.

PAYOUT TABLE: UNITS

% to % Bonus % per each
Plan Payout Point
MAXIMUM 105.5% 175% 11.36%

103.3% 150% 15.15%

PLAN 100.0% 100% Accelerator
Decelerator
THRESHOLD 98.8% 50% 41.67%

less 0%
than 98.8%

ROCE Segment

This segment will measure Return On Capital Emplagehieved to Plan. The minimum threshold percgatrst plan is 90%. When the
minimum threshold is reached, a bonus is paid emuad% of the ROCE bonus target. When 100% ofdhget is reached, a bonus equal to
100% of the ROCE portion of the target bonus isaég. At 140% of the ROCE target, the bonus edliz#86 of the ROCE portion of the
target bonus. Actual payouts may, therefore, rdraga 0% to a maximum of 175% of the ROCE portiorthaf target bonus.
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PAYOUT TABLE: ROCE

% to % Bonus % per each
Plan Payout Point

MAXIMUM 140% 175% 2.31%

132% 157% 2.31%
124% 138% 2.00%
116% 122% 1.50%
108% 110% 1.25%

PLAN 100% 100%
95% 65% 7.00%
THRESHOLD 90% 50% 3.00%

less than 90% 0%

Net Inventory Turns Segme

Accelerator
Decelerator

This segment will measure Net Inventory Turns aghieto Plan. The minimum threshold percent agailest is 90%. When the minimum
threshold is reached, a bonus is paid equal to &te Net Inventory Turns bonus target. When 1@¥%he target is reached, a bonus equal
to 100% of the Net Inventory Turns portion of theget bonus is payable. At 123% of the Net Invgniarrns target, the bonus equals 175%
of the Net Inventory Turns portion of the targenhbs. Actual payouts may, therefore, range from 6% maximum of 175% of the Net

Inventory Turns portion of the target bonus.
PAYOUT TABLE: NET INVENTORY TURNS

% to % Bonus % per each
Plan Payout Point
MAXIMUM 123% 175% 3.26%

115% 150% 3.26%
105% 116% 3.26%

PLAN 100% 100%
95% 75% 5.00%
THRESHOLD 90% 50% 5.00%

less than 90% 0%
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Division Performance Measurements

Division Performance Measurements will be Unitse@ping Margin, Net Inventory Turns and Days S@esstanding. If the threshold is
met, it will be multiplied by a percentage from 5@tough 175% depending on Division Performancéhéfthreshold is not met, there will
be no payout for that performance segment. .

The bonus payouts at various achievements agdarsfqr the Units, Operating Margin, Net Inventdmyrns and Days Sales Outstanding
segments are shown in the tables below. Actual ytaylmetween those shown will be calculated on atyahincremental % achievement
against plan.Plan numbers and actual performantéevinonitored by the World Wide Planning Group

If for any reason, there is a significant changa Division's plan during the plan payment perigapn joint recommendation of Human
Resources and World Wide Planning and with the @aggrof the Chief Executive Officer, plan targetayrbe changed or another alternative
may be implemented.

If for any reason, including reorganization, a Bigh Business Measurement is no longer applicaiolhe entire payment period, the
Division Business Measurement will be replacedhgy/tigher Division, Geography or Corporate Busiideasurement.

Units Segment

This segment will measure quantity of Units acheéet@ePlan. The minimum threshold percent agairest 8§ 98.8%. When the minimum
threshold is reached, a bonus is paid equal to &te Units bonus target. When 100% of the taigjetached, a bonus equal to 100% of the
Units portion of the target bonus is payable. A%.506 of the Units target, the bonus payable edLiéd8o of the Units portion of the target
bonus. Actual payouts may, therefore, range from@%% maximum of 175% of the Units portion of theget bonus.

PAYOUT TABLE: UNITS

% to % Bonus % per each
Plan Payout Point

MAXIMUM 105.5% 175% 11.36%

103.3% 150% 15.15%
PLAN 100% 100% Accelerator
Decelerator
THRESHOLD 98.8% 50% 41.67%
less than 98.8% 0%

Operating Margin Segment

This segment will measure Operating Margin achigeg@lan. The minimum threshold percent against @®0%. When the minimum
threshold is reached, a bonus is paid equal to 80%e Operating Margin bonus target. When 100%heftarget is reached, a bonus equal to
95% of the Operating Margin portion of the targehbs is payable. At 130% of the Operating Margiges the bonus equals 175% of the
Operating Margin portion of the target bonus. Atpeyouts may, therefore, range from 0% to a maxinafi 175% of the Operating Margin
portion of the target bonus.
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PAYOUT TABLE: OPERATING MARGIN

% to % Bonus % per each
Plan Payout Point

MAXIMUM 130% 175% 3.0%

120% 145% 3.0%
115% 130% 3.0%
110% 115% 3.0%
105% 100% 1.0%
PLAN 100% 95% Accelerator
Decelerator
95% 75% 4.0%
THRESHOLD 90% 50% 5.0%
less than 90% 0%

Net Inventory Turns Segme

This segment will measure Net Inventory Turns aghieto Plan. The minimum threshold percent agailest is 90%. When the minimum
threshold is reached, a bonus is paid equal to &te Net Inventory Turns bonus target. When 1@¥%he target is reached, a bonus equal
to 100% of the Net Inventory Turns portion of theget bonus is payable. At 123% of the Net Invgniarrns target, the bonus equals 175%
of the Net Inventory Turns portion of the targenhbs. Actual payouts may, therefore, range from 6% maximum of 175% of the Net

Inventory Turns portion of the target bonus.

PAYOUT TABLE: NET INVENTORY TURNS

% to % Bonus % per each
Plan Payout Point

MAXIMUM 123% 175% 3.26%

115% 150% 3.26%
105% 116% 3.26%
PLAN 100% 100% Accelerator
Decelerator
95% 75% 5.00%
THRESHOLD 90% 50% 5.00%
less than 90% 0%
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Days Sales Outstanding Segment

This segment will measure Days Sales Outstandihgaed to Plan. The minimum threshold percent agjaitan is 90%. When the minimum
threshold is reached, a bonus is paid equal to &0te Days Sales Outstanding bonus target. Wheewldf the target is reached, a bonus
equal to 100% of the Days Sales Outstanding podfdhe target bonus is payable. At 115% of thedD@gles Outstanding target, the bonus
equals 175% of the Days Sales Outstanding porfidimectarget bonus. Actual payouts may, therefiaege from 0% to a maximum of 175%
of the Days Sales Outstanding portion of the tabgeius.

PAYOUT TABLE: DAYS SALES OUTSTANDING

% to % Bonus % per each
Plan Payout Point
MAXIMUM 115%% 175% 5.0%

110% 150% 5.0%
105% 125% 5.0%

PLAN 100% 100% Accelerator
Decelerator
95% 75% 5.0%
THRESHOLD 90% 50% 5.0%

less than 90% 0%

INDIVIDUAL PERFORMANCE MEASUREMENT:

The Individual Performance measurement is basqgbdormance against two to four key strategic, ptexnined objectives. The Individual
Performance Measurement is determined by the sigpggymanager. Each goal is weighted as to its mapoe. The overall weighting must
equal 100%. Individual performance is measurebes:

Achievement
Ta

CONSISTENTLY EXCEEDED Individual Performance Goals
CONSISTENTLY MET ALL Individual Performance Goals
MET MOST Individual Performance Goals

DID NOT MEET Individual Performance Goals
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% of Individual
rget Award Paid

121% - 150%

100% - 120%

80% - 99%
No Award Paid



The overall assessment of the individual perforressegment is calculated by multiplying the targeteltar amount by the % achievement
for each category as shown in the example below:

Individual Performance segment = $8,500 Weightmgalculated as shown below for each of the peidore areas Overall individual
performance weighting of 103% = a payout of $8,755

Individual
Weighting Target X % Achievement =Payout
Market Share Goals 40% $3,400 85% $2,890
Customer Satisfaction  30% $2,550 130% $3,315
Employee Alignment 30% $2,550 100% $2,550
Overall 100% $8,500 103% $8,755

The percentage award achieved under the Individagbrmance Measurement is then applied to théopoof the Target Bonus, i.e. 40%, to
determine the actual Individual Performance portibthe award.

The target will be multiplied by a percentage uatmaximum of 150% depending on the supervisingagaris initial overall assessment of
the individual's performance against objectivegiriga of all participants will then be reviewedhigher levels of management within the
division to ensure equity. This information willeih be reviewed by the Board of Directors and dejmgnoh overall financial performance,
individual percentage payouts may then be adjusted.

If the Individual Performance portion of the borsisietermined to be zero, no Financial portiorheflbonus will be payable. Exceptions tc
payment for Individual performance below 80%, angd@ying the Financial portion of the bonus when ltidividual Performance is below
80%, must be approved by the Division Presider8roVice President and the Division Human Resouktasager. (Note: Also see the
Corrective Action/Disciplinary Situations section page 11.)

Bonus Payout:

Senior/Executive Incentive Bonus Plan payouts (fieshkictions and withholdings) will be paid biantyar he first payment will be based on
"1st Half" (Q1 and Q2) Financial Performance resatd will be paid during May/June after the cloE®2. The second payment will be
based on "2nd Half"* (Q3 and Q4) Financial Perforoearesults as well as Individual Performance redultthe entire fiscal year (Q1 - Q4)
and will be paid during November/December followthg end of the plan year. Both awards are paidbtite Senior/Executive Bonus Pool
Fund.

There will be no Senior/Executive Incentive Bonlesnpayout on Financial or Individual performantthere is no Corporate operating pr
or a Corporate operating loss. In this case, th® @&s the option to recommend appropriate indiiduards to the Board of Directors.
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ADMINISTRATIVE PROCEDURES:
The purpose of administrative procedures is toigefor consistency of administration of the inceatplans. The following guidelines apply
only when previously stated plan requirements Heaen met.

New Hires, Promotions, and Transfi
An employee who is hired, promoted or transferred & position in which he or she is eligible tetme a participant may receive a prorated
award (see Eligibility Proration Criteria sectidigsed on the months in the position,

Employees promoted or transferred from one eligigisition into another eligible position will regei a) a determination of whether a new
target award and new objectives should be setbapdorated awards based on the number of montksreice in each position during the
plan year if the new target is different. Employedm transfer from one eligible position into arextleligible position may receive a prorated
award (see Division Proration Criteria section).fogees transferred into a position not eligiblegarticipation will result in a prorated
payment at the end of the plan year based on tideuof months worked in the eligible position

(see Eligibility Proration Criteria section)

The following example illustrates how an eligiblagoyee who has been promoted would have their $oalculated:

Pro-rate d Target Amount

10/1/94 Salary $175,000

Bonus Target % 30%

Bonus Target $ $52,500 52,500 $26,250
@ 6 months =

4/01/95 New Salary

after promotion $183,750

New Bonus Target % 43%

New Bonus Target $ $79,013  $79,013 $39,506
@ 6 months =

TOTAL ANNUAL BONUS TARGET: $65,756

Eligibility Proration Criteria
If eligibility for participation occurs before tHesth of the month, participants will receive crddit the full month. If eligibility for
participation occurs on or after the 15th of thenthg participants will receive credit for 1/2 month

Division Proration Criteria
If a plan participant transfers from one divisiorainother, the respective division measurementbeilbrorated by the number of months the
plan participant was in each division accordinghi above Eligibility Proration Criteria.

Terminations

Plan participants who terminate their employment| are not employed by Apple on the last day otienual payment period, are not
eligible to receive any award. If a plan participarminates after the close of the biannual paymeniod, but prior to the actual distribution
of the bonus payout, such participant will be dligito receive a bonus plan award according taettras of "The Plan”.
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Rehires

Plan participants who terminate their employmentrduthe Plan year, and who are rehired and ardamg by Apple on the last day of the
biannual payment period, are eligible to receivaaard. Such an award will be prorated to refledy the period of time the participant was
employed by Apple and according to the above HligitiProration Criteria.

Disability or Death

Awards will normally be prorated at the end of gia@n year based on the amount of time the emplaygesean active participant (see

Eligibility Proration Criteria section). In the aasf a participant's death, any such award wilpaiel to the beneficiary as determined pursuant
to the participant's designation of beneficiary emithe employee's Apple life insurance plan.

Corrective Actions/Disciplinary Situations If, dog the applicable biannual bonus period or any tefere the biannual bonus has actually
been paid to the employee, management has detetthiaecorrective action, discipline or demotioraafemployee is appropriate,
management may, in its discretion and in consolatiith Human Resources, reduce or eliminate éntilee amount of bonus the employee
would otherwise be eligible to receive. If, at tiee a biannual bonus would otherwise be payabig) sorrective action, discipline or
demotion is being considered but has not yet begteimented, the entire bonus, or any portion ahéy be withheld until a decision on such
action has been finalized and implemented.

Other Provisions

Participation in this Plan is not an agreement (esp or implied) between the Plan participant apgléthat the participant will be employed
by Apple for any specific period of time, nor itk any agreement for continuing or long-term egmlent. The Plan participant and Apple

each have the right to terminate the employmeaticgiship at any time and for any reason. Thisiitemployment relationship can only be

modified by an agreement signed by the participanit Apple's Senior Vice President of Human Resaurce

Any determination of performance, payment or othatters under this plan by management and/or tizedBaf Directors is binding on all
interested persons.

Apple Computer Inc.'s obligation to pay out a Se/irecutive Incentive Bonus Plan award shall baindéd and all payment of benefits s
be made from the general assets of Apple CompluierTitle to and beneficial ownership of any ass#tthe 1995 Accrued Senior/Executive
Incentive Bonus Plan accounts or any other asgathvApple Computer, Inc. may designate to pay sesthereunder shall before payment
remain in Apple Computer, Inc.

This summary highlights the principle featurestaf bonus plan, but it does not describe everytfitushat can occur.
Apple Computer, Inc. retains the right to interpretvise, modify or delete the plan at its solediton at any time
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Days Sales Outstanding

Net Inventory Turns

Operating Margin

ROCE

Units

Attachment A.
Glossary of Terms

Measure for average
length of time Apple m
making a sale before r

Number of times averag
be converted into Cost

Gross Margin less Oper

Return On Capital Empl
operating profit divid
(total assets excludin
liabilities plus capit

A precisely defined qu
measurement of quantit
(ex. CPU's, Servers, N
Powerbooks, Printers,
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