Apple Inc.

CONSOLIDATED STATEMENTS OF OPERATIONS
(In millions, except number of shares which are reflected in thousands and per share amounts)

Net sales
Cost of sales
Gross margin

Operating expenses:
Research and development
Selling, general and administrative
Total operating expenses

Operating income

Other income/(expense), net

Income before provision for income taxes
Provision for income taxes

Net income

Earnings per share:
Basic
Diluted

Shares used in computing earnings per share:

Basic
Diluted

Years ended

September 29, September 30, September 24,
2018 2017 2016

$ 265,595 $ 229,234 $ 215,639
163,756 141,048 131,376
101,839 88,186 84,263
14,236 11,581 10,045

16,705 15,261 14,194

30,941 26,842 24,239

70,898 61,344 60,024

2,005 2,745 1,348

72,903 64,089 61,372

13,372 15,738 15,685

$ 59,531 $ 48,351 $ 45,687
$ 1201 $ 927 $ 8.35
$ 11.91 $ 921 § 8.31
4,955,377 5,217,242 5,470,820
5,000,109 5,251,692 5,500,281

See accompanying Notes to Consolidated Financial Statements.
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Apple Inc.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In millions)
Years ended
September 29, September 30, September 24,
2018 2017 2016

Net income $ 59,531 $ 48351 $ 45,687

Other comprehensive income/(loss):
Change in foreign currency translation, net of tax effects of $(1), $(77)
and $8, respectively (525) 224 75

Change in unrealized gains/losses on derivative instruments:

Change in fair value of derivatives, net of tax benefit/(expense) of

$(149), $(478) and $(7), respectively 523 1,315 7
Adjustment for net (gains)/losses realized and included in net

income, net of tax expense/(benefit) of $(104), $475 and $131,

respectively 382 (1,477) (741)
Total change in unrealized gains/losses on derivative
instruments, net of tax 905 (162) (734)

Change in unrealized gains/losses on marketable securities:
Change in fair value of marketable securities, net of tax benefit/
(expense) of $1,156, $425 and $(863), respectively (3,407) (782) 1,582
Adjustment for net (gains)/losses realized and included in net
income, net of tax expense/(benefit) of $21, $35 and $(31),

respectively 1 (64) 56
Total change in unrealized gains/losses on marketable
securities, net of tax (3,406) (846) 1,638
Total other comprehensive income/(loss) (3,026) (784) 979
Total comprehensive income $ 56,505 $ 47567 $ 46,666

See accompanying Notes to Consolidated Financial Statements.
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Apple Inc.

CONSOLIDATED BALANCE SHEETS

(In millions, except number of shares which are reflected in thousands and par value)

September 29, September 30,
2018 2017
ASSETS:
Current assets:
Cash and cash equivalents $ 25913 $ 20,289
Marketable securities 40,388 53,892
Accounts receivable, net 23,186 17,874
Inventories 3,956 4,855
Vendor non-trade receivables 25,809 17,799
Other current assets 12,087 13,936
Total current assets 131,339 128,645
Non-current assets:
Marketable securities 170,799 194,714
Property, plant and equipment, net 41,304 33,783
Other non-current assets 22,283 18,177
Total non-current assets 234,386 246,674
Total assets $ 365,725 $ 375,319
LIABILITIES AND SHAREHOLDERS’ EQUITY:
Current liabilities:
Accounts payable $ 55,888 $ 44 242
Other current liabilities 32,687 30,551
Deferred revenue 7,543 7,548
Commercial paper 11,964 11,977
Term debt 8,784 6,496
Total current liabilities 116,866 100,814
Non-current liabilities:
Deferred revenue 2,797 2,836
Term debt 93,735 97,207
Other non-current liabilities 45,180 40,415
Total non-current liabilities 141,712 140,458
Total liabilities 258,578 241,272
Commitments and contingencies
Shareholders’ equity:
Common stock and additional paid-in capital, $0.00001 par value: 12,600,000 shares
authorized; 4,754,986 and 5,126,201 shares issued and outstanding, respectively 40,201 35,867
Retained earnings 70,400 98,330
Accumulated other comprehensive income/(loss) (3,454) (150)
Total shareholders’ equity 107,147 134,047
Total liabilities and shareholders’ equity $ 365,725 $ 375,319

See accompanying Notes to Consolidated Financial Statements.

Apple Inc. 12018 Form 10-K | 40



Apple Inc.

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
(In millions, except number of shares which are reflected in thousands and per share amounts)

Common Stock and Accumulated
Additional Paid-In Capital Other Total
Retained Comprehensive Shareholders’
Shares Amount Earnings Income/(Loss) Equity
Balances as of September 26, 2015 5,578,753 $ 27416 $ 92284 $ (345) $ 119,355
Net income — — 45,687 — 45,687
Other comprehensive income/(loss) — — — 979 979
Dividends and dividend equivalents
declared at $2.18 per share or RSU — — (12,188) — (12,188)
Repurchase of common stock (279,609) — (29,000) — (29,000)
Share-based compensation — 4,262 — — 4,262
Common stock issued, net of shares
withheld for employee taxes 37,022 (806) (419) — (1,225)
Tax benefit from equity awards, including
transfer pricing adjustments — 379 — — 379
Balances as of September 24, 2016 5,336,166 31,251 96,364 634 128,249
Net income — — 48,351 — 48,351
Other comprehensive income/(loss) — — — (784) (784)
Dividends and dividend equivalents
declared at $2.40 per share or RSU — — (12,803) — (12,803)
Repurchase of common stock (246,496) — (83,001) — (83,001)
Share-based compensation — 4,909 — — 4,909
Common stock issued, net of shares
withheld for employee taxes 36,531 (913) (581) — (1,494)
Tax benefit from equity awards, including
transfer pricing adjustments — 620 — — 620
Balances as of September 30, 2017 5,126,201 35,867 98,330 (150) 134,047
Cumulative effect of change in
accounting principle — — 278 (278) =
Net income — — 59,531 — 59,531
Other comprehensive income/(loss) — — — (8,026) (3,026)
Dividends and dividend equivalents
declared at $2.72 per share or RSU — — (13,735) — (13,735)
Repurchase of common stock (405,549) — (73,056) — (73,056)
Share-based compensation — 5,443 — — 5,443
Common stock issued, net of shares
withheld for employee taxes 34,334 (1,109) (948) = (2,057)
Balances as of September 29, 2018 4754986 $ 40,201 $ 70,400 $ (3,454) $ 107,147

See accompanying Notes to Consolidated Financial Statements.
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Apple Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)
Years ended
September 29, September 30, September 24,
2018 2017 2016
Cash and cash equivalents, beginning of the year $ 20,289 $ 20,484 $ 21,120
Operating activities:
Net income 59,531 48,351 45,687
Adjustments to reconcile net income to cash generated by operating activities:
Depreciation and amortization 10,903 10,157 10,505
Share-based compensation expense 5,340 4,840 4,210
Deferred income tax expense/(benefit) (32,590) 5,966 4,938
Other (444) (166) 486
Changes in operating assets and liabilities:
Accounts receivable, net (5,322) (2,093) 527
Inventories 828 (2,723) 217
Vendor non-trade receivables (8,010) (4,254) (51)
Other current and non-current assets (423) (5,318) 1,055
Accounts payable 9,175 8,966 2,117
Deferred revenue (44) (626) (1,554)
Other current and non-current liabilities 38,490 1,125 (1,906)
Cash generated by operating activities 77,434 64,225 66,231
Investing activities:
Purchases of marketable securities (71,356) (159,486) (142,428)
Proceeds from maturities of marketable securities 55,881 31,775 21,258
Proceeds from sales of marketable securities 47,838 94,564 90,536
Payments for acquisition of property, plant and equipment (13,313) (12,451) (12,734)
Payments made in connection with business acquisitions, net (721) (329) (297)
Purchases of non-marketable securities (1,871) (521) (1,388)
Proceeds from non-marketable securities 353 126 —
Other (745) (124) (924)
Cash generated by/(used in) investing activities 16,066 (46,446) (45,977)
Financing activities:
Proceeds from issuance of common stock 669 555 495
Payments for taxes related to net share settlement of equity awards (2,527) (1,874) (1,570)
Payments for dividends and dividend equivalents (13,712) (12,769) (12,150)
Repurchases of common stock (72,738) (32,900) (29,722)
Proceeds from issuance of term debt, net 6,969 28,662 24,954
Repayments of term debt (6,500) (3,500) (2,500)
Change in commercial paper, net (37) 3,852 (397)
Cash used in financing activities (87,876) (17,974) (20,890)
Increase/(Decrease) in cash and cash equivalents 5,624 (195) (636)
Cash and cash equivalents, end of the year $ 25913 $ 20,289 $ 20,484
Supplemental cash flow disclosure:
Cash paid for income taxes, net $ 10,417 3 11,501 $ 10,444
Cash paid for interest $ 3,022 §$ 2,092 $ 1,316

See accompanying Notes to Consolidated Financial Statements.
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Apple Inc.
Notes to Consolidated Financial Statements

Note 1 — Summary of Significant Accounting Policies

Apple Inc. and its wholly-owned subsidiaries (collectively “Apple” or the “Company”) designs, manufactures and markets mobile
communication and media devices and personal computers, and sells a variety of related software, services, accessories and third-
party digital content and applications. The Company’s products and services include iPhone, iPad, Mac, Apple Watch, AirPods,
Apple TV, HomePod, a portfolio of consumer and professional software applications, iOS, macOS, watchOS and tvOS operating
systems, iCloud, Apple Pay and a variety of other accessory, service and support offerings. The Company sells and delivers digital
content and applications through the iTunes Store, App Store, Mac App Store, TV App Store, Book Store and Apple Music (collectively
“Digital Content and Services”). The Company sells its products worldwide through its retail stores, online stores and direct sales
force, as well as through third-party cellular network carriers, wholesalers, retailers and resellers. In addition, the Company sells a
variety of third-party Apple-compatible products, including application software and various accessories, through its retail and online
stores. The Company sells to consumers, small and mid-sized businesses and education, enterprise and government customers.

Basis of Presentation and Preparation

The accompanying consolidated financial statements include the accounts of the Company. Intercompany accounts and transactions
have been eliminated. In the opinion of the Company’s management, the consolidated financial statements reflect all adjustments,
which are normal and recurring in nature, necessary for fair financial statement presentation. The preparation of these consolidated
financial statements and accompanying notes in conformity with U.S. generally accepted accounting principles (“GAAP”) requires
management to make estimates and assumptions that affect the amounts reported. Actual results could differ materially from those
estimates. Certain prior period amounts in the consolidated financial statements and accompanying notes have been reclassified
to conform to the current period’s presentation.

The Company’s fiscal year is the 52- or 53-week period that ends on the last Saturday of September. The Company’s fiscal years
2018 and 2016 spanned 52 weeks each, whereas fiscal year 2017 included 53 weeks. A 14th week was included in the first fiscal
quarter of 2017, as is done every five or six years, to realign the Company’s fiscal quarters with calendar quarters. Unless otherwise
stated, references to particular years, quarters, months and periods refer to the Company’s fiscal years ended in September and
the associated quarters, months and periods of those fiscal years.

Revenue Recognition

Net sales consist primarily of revenue from the sale of hardware, software, digital content and applications, accessories, and service
and support contracts. The Company recognizes revenue when persuasive evidence of an arrangement exists, delivery has occurred,
the sales price is fixed or determinable and collection is probable. Product is considered delivered to the customer once it has been
shipped and title, risk of loss and rewards of ownership have been transferred. For most of the Company’s product sales, these
criteria are met at the time the product is shipped. For online sales to individuals, for some sales to education customers in the U.S.,
and for certain other sales, the Company defers revenue until the customer receives the product because the Company retains a
portion of the risk of loss on these sales during transit. For payment terms in excess of the Company’s standard payment terms,
revenue is recognized as payments become due unless the Company has positive evidence that the sales price is fixed or
determinable, such as a successful history of collection, without concession, on comparable arrangements. The Company recognizes
revenue from the sale of hardware products, software bundled with hardware that is essential to the functionality of the hardware
and third-party digital content sold on the iTunes Store in accordance with general revenue recognition accounting guidance. The
Company recognizes revenue in accordance with industry-specific software accounting guidance for the following types of sales
transactions: (i) standalone sales of software products, (ii) sales of software upgrades and (iii) sales of software bundled with
hardware not essential to the functionality of the hardware.

For the sale of most third-party products, the Company recognizes revenue based on the gross amount billed to customers because
the Company establishes its own pricing for such products, retains related inventory risk for physical products, is the primary obligor
to the customer and assumes the credit risk for amounts billed to its customers. For third-party applications sold through the App
Store and Mac App Store and certain digital content sold through the iTunes Store, the Company does not determine the selling
price of the products and is not the primary obligor to the customer. Therefore, the Company accounts for such sales on a net basis
by recognizing in net sales only the commission it retains from each sale. The portion of the gross amount billed to customers that
is remitted by the Company to third-party app developers and certain digital content owners is not reflected in the Company’s
Consolidated Statements of Operations.
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