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New accounting proceedures

Under the historical accounting principles, the Company was required to account for sales of both iPhone and
Apple TV using subscription accounting because the Company indicated it might from time-to-time provide
future unspecified software upgrades and features for those products free of charge. Under subscription
accounting, revenue and associated product cost of sales for iPhone and Apple TV were deferred at the time of
sale and recognized on a straight-line basis over each product’s estimated economic life. This resulted in the
deferral of significant amounts of revenue and cost of sales related to iPhone and Apple TV. Costs incurred by
the Company for engineering, sales, marketing and warranty were expensed as incurred. As of September 26,
2009, based on the historical accounting principles, total accumulated deferred revenue and deferred costs
associated with past iPhone and Apple TV sales were $12.1 billion and $5.2 billion, respectively.

The new accounting principles generally require the Company to account for the sale of both iPhone and Apple
TV as two deliverables. The first deliverable is the hardware and software delivered at the time of sale, and the
second deliverable is the right included with the purchase of iPhone and Apple TV to receive on a
when-and-if-available basis future unspecified software upgrades and features relating to the product’s software.
The new accounting principles result in the recognition of substantially all of the revenue and product costs from
sales of iPhone and Apple TV at the time of sale. Additionally, the Company is required to estimate a standalone
selling price for the unspecified software upgrade right included with the sale of iPhone and Apple TV and
recognizes that amount ratably over the 24-month estimated life of the related hardware device. For all periods
presented, the Company’s estimated selling price for the software upgrade right included with each iPhone and
Apple TV sold is $25 and $10, respectively. The adoption of the new accounting principles increased the
Company’s net sales by $6.4 billion, $5.0 billion and $572 million for 2009, 2008 and 2007, respectively. As of
September 26, 2009, the revised total accumulated deferred revenue associated with iPhone and Apple TV sales
to date was $483 million; revised accumulated deferred costs for such sales were zero.



Restated 2008

Original

Restated

EPS PTP Sales
Original 6.28 7,984 36,537
Restated 9.07 12,066 42,905
Increase 2.79 4,082 6,368
44% 51% 17%
EFS FRE-TAX PROFIT SALES
FERIOD
£ % CHAMGE £ MIL ZSALES % CHAMGE £ MIL Z CHAMGE
12708 1.78 1.1 2,284.00 22.5 -1.8 10,167.00 5
03709 1.33 14.7 1,730.00 21.2 17.1 8,163.00 8
06709 1.35 13.4 1,732.00 20.8 14.7 8,337.00 11.
09709 1.82 44.4 2,238.00 22.7 41.5 9,870.00 25.
12708 2.50 42.0 3,259.00 27.4 40.1 11,880.00 23.
03709 1.79 54.3 2,386.00 26.3 61.5 9,084.00 20.
06709 2.01 68.9 2,692.00 27.7 78.3 9,734.00 30.
09709 2.77 119.8 3,729.00 30.5 135.7 12,207.00 54,
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Beliefs

Rule of 5 is correct —
— 1/5 will exceed my expectations
— 3/5 will generally meet my expectation
— 1/5 will not meet my expectations
| don’t have a crystal ball. 100% confidence is not achievable.

My judgment is as good as the analysts
— 2002 study reveals 59% of consensus forecasts are at least 15% off.

Mr. Market is bi-polar.

— He normally does a good job of representing the value of a company
but occasionally presents unjustified manic optimism or unjustified
depressed skepticism.

— Mr. Market’s opinions cannot be assumed are correct.



QUALITY REVIEW



Section 1 — Growth Rate

1 Growth Analyziz
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Section 2 — Managed Results

2 QUALITY AHALYSIS Company APPLE THC {AAPL ) 01722710
2000 | 2001 | 2002 | 2003 | 2004 2005 | 2006 | 2007 | 2008 | 2009 ,{mem UPT,HDE,:”,EH
A %FretmPoitonZsle | 34 0 | -0.8| 2.0 | 1.9 | 4.9 13.0 [14.6 | 20.9 | 21.2 | 21.9 18.3 up
B % FOE;E=ginning Y1) | -0.7| 2.1 | 2.1 | 6.4 22.5|25.1|33.7|32.2| 26.6 28.0 DOYH
G % Debita Equity 7.4 | 8.1 | 7.7 | 0.0 (0.0 0.0 [0.0 0.0 0.0 | 0.0 0.0 EVEH
Good
Good

Very Good.
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PERT A — Graph Growth Trends
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Turning the corner.
How low?



Pert A

Quarterly Trend Analysis

APPLE INC (AAPL)
“ Company
CQUARTERLY DATA LAST 12 MONTHS DATA,

PERIOD EPS PRE-TAX PROFIT SALES 'N%i\’;f‘E epg | PRETEXPROFIT | gu rs INCOME TAX % CHANGE

Ed % GHAHGE FHIL % SALES “ GHANGE FHIL % GHANGE RATE $ FHIL “ SALES mAIL FHIL % RATE EFS Ppl'::ﬂr-‘f SALES
12504 0_35 42500 12.3 3.,49%0.00 31.6 300
03505 0323 430.00 12.3 3, 24200 31.2 31.2
06 /05 0._37 47200 12.4 3, 520.00 32.5 319
09 /05 0._40 477.00 1.0 3, 67800 27.3 1.45 1, &08_00 12.0 13 . 931.0 5683 31.4
12505 0_g5 85.7 831.00 145 932.71 5 19 00D 6417 31.6 1.75 2 21000 12.7 16 1300 694 & 314
03506 0.47 42.4 &05.00 13.9 40.7 4, 35500 3.4 31.%8 1.893 2 385.00 1.8 17 . 306.0 134.9 308
06 f06 0_54 45.9 66100 15.1 40.0 4, 370.00 24 1 28 4 2.06 2 51 00 14_2 18 156.0 1666 29._8
03506 0.52 47.5 Tz1.00 14.9 51.2 4, 837.00 31.5 28.1 2.25 2, 81&._00 146 12,315.0 844.5 30.0 55.2 65H.9 38.é
12706 1.14 5.4 1 44800 20.43 .2 7,.115.00 22.8 30.5 2.74 3,435.00 16.6 20 6%1.0 1.019%.4 29.7 5&.6 55.4| 271.7
03507 0.7 85.11,134.00 21.5 7.4 5, 264.00 20.8 32,0 3.14 3, 964.00 18.4 21 . 5%6.0 1 178 % 29.7 66.1 66.2| 24.7
06 f07 0_9%2 T0.41 19600 22.1 40.9% 5. 41000 22.8 31.5 3.52 4,433 00 12,9 22 626.0 1,.372.3 30,5 0.5 MM.3| 24.6
09507 101 71.21 230.00 19.8 M.6 & 217 00 22.5 26.5 3.94 5 008._00 2009 24 0060 1 5071 30,1 75.1 77.7| 24.%
12507 1.76 54.4 2 326.00 24.2 60.6 9 &08_DOD 35.0 31.9 4.56 5 88600 22.2 26.49%.0 1,.792.5 30.5% 66.4 71.4 28.1
03f08 1.16 33.31 47700 1917 Jo.2 7T.512_ 00 427 29 4 4_85 6,225 00 217 28 M7T.0 1 .856.3 29.8 54.5 57.1 33.2
06508 1.12 22.31 . 510.00 20.2 26.3 T 16100 3E.0 28.8 5.12 &, 51300 21.2 30, 801.0 1 906.3 29.1 45.5 45.4 36.1
09/08 126 24_81 582 00 20.0 28.6 7 85500 270 27.9 5.37 6,835 00 21.2 32 47%.0 2 034.5 29.5 36.3 37.7 35.32
12708 1.78 1.12 284.00 22.5 -1.8% 10, 1&67.00 5.8 23.1 5.39 &, 8533.00 2007 33 03%.0 1,.985.2 29,0 1%.2 16.4| 24.7
03f09 1.33 14 .71, 730.00 21.2 17.1 &, 163_00 8.7 30.6 5.56 7,106._00 21.1 33 68%.0 2 080.0 29.3 146 14.1| 17.2
06 /09 135 12.41 73200 20.8 14.7 &, 327.00 11.7 221 5.72 7,328 00 21.2 34 562.0 2 150.7 29.3 1171 120 122
03709 182 44.4 2, 238.00 22.1 41.5% 2, gT0.00 25.0 25.6 6.28 7, 984 00 21.9 36 ,.537.0 2.297.4 28.8) 1.9 15.8| 12.5

EPS — OK EPS PTP Sales
PTP — OK

Sales — Quarterly tending up - OK 16.% 15. 8 12.5



WHAT DO THE ANALYSTS SAY?



Analyst 5 years estimates?

Yearly Earnings Forecasts

Ower the Last 4

VAT
Fiscal Consensus High EPS* Low EPS* Mumber of N ) .et;aks f
Year End EPS* Forecast Forecast Forecast Estimates UMber o
Revisions
Up Down
Sep 2010 7912 8 51 G.795 45 17 1]
Sep 2011 9g22 12 57 7.88 36 15 1]
Sep 2012 10.689 14 8.26 10 1 1
Sep 2013 8.85 8.85 885 1 0 0

Copyright, Thomson Financial. {2004} All Rights Reserved

Dip in 2013?77
Only 1 analyst. Forecasts being
adjusted up.

http://www.nasdag.com/earnings/earnings_forecast.asp?symbol=AAPL&selected=AAPL



Add analyst estimates to section 1

1 Growth Analysis
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# Judgment - Analysts’ EPS Estimates [E|
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Let’s check other analysts ...

SOUrce: Nasdaq 1-23-2010



Timeliness = 1 - Good

Value Line

PE seems high

RECENT Trailing: J3.6 | RELATIVE VD -
APPLE ING. noo.sse a2 21,61 i 27.2Gae e 1500 N |
o High | 108] 225| ar6]| 136| 131] 125 755 | ©32| 2030 21410 ;
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Ann'l Tofal| (atest messson bagan 1207 240
Price Gan  Retm ] p | ~ 200
Wigh 460 (+115%) 21% 1 1 1 1§ WL N 160
Low 305 [+45%) 10% y — _ | o o 5 T ;
insider Decisions —— Price appreciation — 10% to 21% OK {— “ ||' 2
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By 00 CODDDODOODOOD o W Ijl BO
SR EARREREE il -0
W i L D
Institutional Decisions H}U’ e I O Ea % TOT. RETURN 119
TR0 ERNE NG| pepant TS | e S
e e o oay | stares s | I I I M 1 é; }g E—E? —
I Sl 538 SE4 634 | & 1l Hiu 1 g . 1 X
HraO)) 526835 E40435 gaspa7 | TR 2 [ fillliigid ullinill [l | [ 5w 4363 223
199311994 | 1995 | 1996 | 1997 [ 1998 [ 1999 | 2000 [ 2001 | 2002 | 2003 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | =VALUE LINE PUB., INC] 12-14
47| 1ez2| 2250 t1a7s| taes| wee| ese| mee| 7es| 00| see teee | 225 | zs| smse| @wer| 5010 |Sales persh 8210
or|  Ea| oe| dree| am| 73| el M| m| 3| 28 172 | 2m| 437| s5e7| 72| 925 |“CashFlow” persh 17.60
1| 48| s3] ars| am| 40| 5| es| amu| 47| a0 144 | 27| as2| 53| 820 225 |Eamings persh B 16.00
el INNCTY (NG T3 BN Y [N I [ [ D D ) ) e e .| il |Div'ds Deci'd per sh Nil
AHHLIAL RATES Past Past Est'd 07-'09 [ % B 4 3 ] i 7 Ml 1= IT | 1.30 |Cap Spending per 1.50
ofchange fpersh) WY 5Y¥rs. o124 foo| sso| S| s7e| e4s| mod| 67| 1686 | 2367 | 3003 | 41.20 |Book Value per gL20
Sales 20% 31.0% 185% Qa5 |moied|7i7m | 745 | veoeo (a3so2 [asa2e | e723l | BRa3d | e0oetl | #0.00 [Common & sfg © | 95000
“Cash Flow™ 330% T30% 250% BB N EE R A EE E EA R EEE g A afo 0
Eamings 450% 0B05% 255% po -l wE| mer| 200 140 157 1| 1m| 1 R Aafio 1.60
Dividends - - -- Ml - | = - - .- - - Jiv'd Yield i
Book Value Z2h% A0 20w — .
Nice growth rates.

http://www.kcls.org/databases Sales =18.5%

3-5 year EPS = $16.00
No dip! Too high?



Lots of
room to
grow.

Value Line Analysis

BUSINESS: Apple Inc. is & major developer, manufaciurer, and
marketer of personal computers and penpheral and consumer prod-
ucts, such as the iPod digital music player and the iPhone, for sale
primarily to the business, creative, education, government, and con-
sumer marksts, Apple also sels operating systems, utliies, lan-
guages, developer tools, and database software. As of September

24, J0B, Apple operated 273 retail outlets, including 217 stores in
the U5, and 56 siores overseas. RED: 28% of 09 revenues. 109
depreciation rate: 15.1%. Has 34,200 employess. Officers & dires-
tors own less than 1.0% of commen; Fidelity Investments, 5.2%
(1/08 Proay). CEQ: Steve Jobs. Inc: CAL Addr: 1 Infinite Loop,
Cuperino, CA 95014. Tel - 40B8-9503-1010. Web: waw_apple com.

The growth story at Apple appears to
have a long way to go. The electronics
giant's financial results have skyrocketed
since the mid-2000s, thanks to inroads by
Mac computers and the success of the
iPod, 1Tunes, and iPhone hardware and
software platforms that have transformed
the portable music and cellular telephone
businesses. And we believe that the top
and bottom lines will experience further
rapid growth in fiscal 2010 (ends Septem-
ber 25th) and beyond, given Apple’s vast
market opportunity, advertising prowess,
and knan:]i for creating innovative, user-
friendly products. Notably, despite its mul-
tiyear growth spurt . . .

The company still has just a small
share of the global PC (about 4%) and
mobile phone (2%) markets. [t contin-
ues to expand its retail footprint (it now
has over 270 stores worldwide). and lever-
age its expertise and brand name to enter
new technology sectors. too, which ought
to lend additional support to results as we
head deeper into the decade. In the mobile
computing/Internet space. we envision
many new product rollouts in the coming
quarters, as Apple looks to capitalize on

strong consumer demand for devices that
are smaller than traditional notebook com-
ters and more powerful than today's
mobile phones. Moreover, we expect the
company to take on the cable industry by
launching a subscription-based TV service
over the Internet. possibly in partnership
with a few entertalnment heavyweights
like Disney and CB5. Such a move would
not be without risks, especially since
people would have to buy individual con-
tent (through iTunes or some similar site)
that they are used to getting for free or as
part of a package deal. But the upside
potential is huge if the right business
model is implemented and new Apple TV
devices, which have been slow to get off
the ground, become mainstays in living
rooms across America.
These top-ranked shares have rallied
sharply in recent months along with
the broader market, and are now trad-
ing near their all-time high. Long-term ap-
E;Eflatlun potential remains attractive,
wever, based on our expectations that
share net will climb at around a 25% an-
nual clip through 2012-2014.
Justin Hellman January 8 2010

A bit too
rosy?



MSN vs VL vs NASDAQ

Earnings Estimates Otr(12/09) Otr(3/10) FY( g
Average Estimate 2.08 1.77

Humber of Analysts 36 34

High Estimate 2.27 2.00 11.04
Lows Estimate 1.74 1.52 8.00
Year Ago EPS 1.78 1.33 7.89
Growth Rate +17.04%; +22.44%;

MSN (Zacks) & NASDAQ (Thompson)

seem to agree.
Zacks Industry: COMP-MICRO

Fiscal Consensus

2010 )} “VALUE LINE PUB., INC] 12-14

Year End EPS* Forecast

0.1 | 5ales persh A 2 10
2.43 |“Cash Flow™ per sh 1760

- N Joves vecapersn | o
1 _5 .
Sep 2011 ncd

Too optimistic?

Results: Confident that next two years will not exceed 7.89 or 9.62 respectively.



WHAT ABOUT SALES GROWTH?



Historical Sales Growth
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QUARTERLY DATA LAST 12 MONTHS DATA,
SERIOD EP3 PRE-TAX PROFIT SALES 2 CHAMGE
BCHANGE | ML %IAES | %CHANGE | ML % CHANGE EPE | Pemarn | SALES
FrF T
12/08 1.78 1.12, 28400 22.5  -1.8 10,167.00 5.8 18 2 16.4 247
03/09 1.33  14.71,730.00 212 17.1 $,163.00 8.7 14 6 14.1 17.2
06/09 1.35 13.41.732.00 20.8 14.7 &, 337.00 11.7 11,7 1z.0 122
03f09 1.82 44.4 2. 238.00 22,1 41.5 % 870.00 25.0 16.9 15.% 12 K
. . . o
Quarterly sales increasing quickly. Annual sales stable on 12.5%.

Let’s see what the analysts expect.



Estimating Sales Growth

Additional graph data

(5
x

||: 3 ;Il'ualq;es ;)utstanch'ng AHNNUAL RATES Past Fast Esf'd "07-'09
e K of change [persh] 10 Y. 5Y¥rs. o274
—+——— [ b-BookValue .
—— Sales 120% 31.0%  155%
e v P “Cash Flow”  330% 730%  25.0%
an| | [ I- Long-term Debt Eﬂnﬂg 45 0% op.5% Eﬁﬁ
m s T WS rndends - -
1 s ; a O o Book Value 220% 7 22.0%
1m fs\l"’é p e n')-nl
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0 o = GUARTERLY DATA
7 ‘ EPS PRE-TAX PROFIT SALES
3 'il [/ — " PERIOD § REHANGE | ML %IALES | RCHAMGE ML % CHANGE
5 p P g I S, N R

: R e T 12/08 1.78 1.12,284.00  22.5 -1.8 10,167.00 5.8

- y LﬁxST 12 MONTHS DATA e300 133 14.711,730.00 212 17.1 §,163.00 8.1
2000 2001 2002 2003 2044 growth =25. 4% aw % CHANGE ' 0609 1.25 13.41,732.00 20.%8  14.7 8,337.00 11.7
ist. Sales Growth: 254 T Tos 09/09 1.82  44.42,238.00  22.7 415 9,87 25.0
st. Sales I._1.r|_|-.--.-'th_- H PR T

12.2 16.4 24.7
N Last Quarterly sales
TTM sales growth = 12.5% =5 3| 128 growth = 25%

18.5% is too high. 12.5% is minimum. Choose 15% for this economy.




USE SALES GROWTH TO ESTIMATE
EPS GROWTH



Preferred Method

* Revenue-based EPS Growth Rate Estimate

Revenue-based EPS Estimate
Defaults

Projected 5 Year Sales {a: 9 15 0%
Less Expenses(5 Yr Avg % Pre Tax Profit Margin): 0 10 3%

Less Taxes(Last yr. Tax Rate ): 9 a0 B3

Less Preferred Dividends (Current Prefd Div): 0 0.0

Projected 5 ¥r Total Earnings

Divided by Shares Outs. (Current Sh's. Outs.(M)): 9 299

Make Earnings Per Share Selection Here:

% Pretax Profit
Ovemdes Margin (2A)

2000
| $ 734830 2001

58,0563 2002
2003
2004
2005

2006
$11.054.4 2007

2008

2009

EPS % EPS % Growth
0 EPS by "Revenue Estirnate"™
O Fei _ 14.3% EPS growth
rojected EPS: 1227 14.3
0 Other: | 0.0

Anahlysts® Estimate: 1513

14.9
-0.8
2.0




Sanity check
D¢

# Judgment - Analysts’ EPS Estimates

¥3.489.0

2[]1[j|?.'§'12 2[}]13|9.85

2011 [9.622 2014 |

2012|1D-689 2015|

couee: 6 06

®

e 2010 | =VALUELINEPUB. INC] 12-14
i 50.10 |Sales persh A §2.10
9.25 |“Cash Flow" per sh 17.60

8.25 |Eamnings per sh B 16.00

Nil |Div'ds Decl'd per sh Nil

1.30 |Cap’l Spending per sh 1.50

41.20 |Book Value persh E 64.20

910.00 |Common Shs Qutst'g © | 950.00

Avg Ann'l PIE Ratio 24.0

Relative P/E Ratio 1.60

Avg Ann’l Divd Yield Nil

45600 |Sales ($mill) A 78000

Sales projection visually seems reasonable.
5-year projected sales, $73,489, is lower than Value Line projection of $78,000.
5-year projected EPS visually seems conservatively below ACE.
5-year projected EPS, $12.26, is well below $16 Value Line projection.

1-year projected EPS is $6.29 x 1.143% = $7.19 (above low forecast of $6.80)

S




HOW DOES MANAGEMENT
COMPARE WITH INDUSTRY?



Section 2 — Managed Results

2000 | 2001 | 2002 | 2003 | 2004 2005 | 2006 | 2007 | 2008 | 2009 3 TRERD
YELR 0113 WP/ DN
A hPewProiftonSale (14,9 | -0, 8| 2.0 | 1.9 | 4.9 13.0 [14.6 |20.9 | 21.2 | 21.9 18.3 Up
B *PROE{Begimning]) T | _p, 7| 2.1 | 2.1 | 6.4 22.5|25.1|33.7|32.2 | 26.6 28.0 DOV
G % Dabita Equity 7.4 | 8.1 | 7.7 0.0 | 0.0 0.0 [0.0 | 0.0 | 0.0 | 0.0 0.0 EVEH
Net Composite Statistics: COMPUTER & PERIPHERALS INDUSTRY
Company Ticker Price Growth Margin P/E Quality
Apple Inc. AAPL $203.07 18.0% 15.4% 27.0 75.4 2005 | 2006 ) 2007 | 2008 | 2009 2010 1214
T — 347625 | 372186 | 415635 | 45060 | 410000 | 425000 | Sales (Smil) 520000
Machines IBM $126.12  4.7% 13.5%  12.0 74.3 105% | 107% | 12.2% | 12.9% | 12.6%| 13.5% | Operating Margin 13.5%
Hewlets. Packard - co0e a3 9% 1ol eis 19061 | 11562 | 13035 | 14547 | 14500 | 14700 | Depreciation ($mill) 15500
EWett-Fackar Q | $50. o 7.7 ' o 21807 | 22704 | 28781 | 31711 | 25500| 28000 | Net Profit ($mil) 36000
Dell Inc. DELL $13.89 7.5% 4.7% 18.0 55.8 25.6% | 26.1% | 240% | 25.1% | 22.0% | 24.0%| Income Tax Rate 24.0%
Mercury Computer MRCY | $12.90 7.2% 7.6% 17.0 37.C 63% | 61%| 69%| T1%| 62%]| 6.5%| NetProfit Margin 6.9%
sun Microsystems JAVA $9.48 57% 3.0% 23.0 16.7 49705 | 46670 | 4621 | 52386 | 53300| 57500 | Working Cap’l ($mill) 50500
Average T R 24110 | 25518 | 39639 | 46029 | 48000 | 50000 | Long-Term Debt (Smill) | 60000
118388 | 122572 | 131781 | 118293 | 140000 | 150000 | Shr. Equity (Smill 175000
157% | 15.7% | 17.3% | 19.9% | 74.0% | 14.5% | Return on Total Capl 17.0%
_ AAPL Industry 18.4% | 185% | 21.8% | 268% | 18.0% | 18.5% | Return on Shr. Equity | 205%
_ _ T6.5% | 16.3% | 10.4% | 238% | 76.0% | 16.5% | Retained fo Com Eq 18.0%
Profit Margin 21.9% 6.5% % | 12%| 11%| 1% | 11%|  11% | AN Divids to Net Prof 12%
86| 191 181| 166 Avg Ann'l PIE Rafio 16.0
Bold figures are . .
ROE 26.6% 16.5% &0 96| 100 vaiug Line | Relative PIE Ratio 1.05
6% | 6% 6%| 7% == | Avg Ann'l Divd Yield 1.0%
Debt/Equity 0% 34%
All good!

Yes, | want to own this company!




VALUE REVIEW



PERT-B QOutliers & PMG

% PAYOUT
FRICE RaAMGE FIE BATIO YR AVG FIE BATIO Ol THIS BvR % HIGH
TYE&AR EFS HIGH L HIGH L HIGH AW Lo SHARE = YEAR AW YIELD
2000 1.18 37.6 12.7 31.9 10.8 .00o .0 .0
2001 -0.04 13.6 6.8 .00o HMF .0
2002 0.12 13.1 6.9 113 . L0nn .0 .0
2003 n.12 11.7 6.1 \97%1\“\0\ .0nn .0 .0
2004 n.37 19.6 9.6 HM ; 31.9 21.3 10.8 .0oo .0 .0
2005 1.46 54,6 18.8 37.4 12.9 31.4 25.1 12.9 .0on .0 .0
2006 2.4 86.4 47.9 38.6 21.4 3.0 21. 6 11.1 .oon .0 .0
2007 3.93 155.0 T2.6 39.4 18.5 38.5 28.0 17.46 .0oo . .0
2008 5. 36 203.0 100. 6 37.9 18.8 38.3 28.1 11.9 .oon .0 .0
2009 6.29 188.9 78.2 30.0 12.4 36.7 26.1 16. 8 .oon .0 .0
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PMG P/E Analysis

F FRICE BAMGE FIE BATIO A YE AvG BIE RATIO
y YEAR EFS HIGH Lo HIGH Lo HIGH MG L
i 2000 | 1.18 37.6 12.7 31.9 10. 8
[ 2001 | -0.04 13.6 6.8 w
Hil 2002 | 0.12 13.1 6.9 \11?—4\5?\9\
o 2003 | 0.12 11.7 6.4 : ;
] 2001  0.37 19.6 9.6 %L\M 31.9 | 21.3| 10.8
! H 2005 1.46 54.6 18.8 37.4 12.9 1.4 23.1 12.9
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: e 2008 5.36 203.0 100.6 37.9 15.8 33.3 281 1.9
, : L 2009 | .29 188.9 78.2 30,0 12.4 | 36.7 26.1] 16.8
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Section 3 — Price & P/E Analysis

3 PRICE, PRICE/EARHINGS RATIO and DIVIDEND ANAL YSIS

CURRENT PRICE 197.750  52EEK HIGH 215.590  S2EEK LOW 82.330

‘ Fiscalfear High Price \ Low Price ‘ EFs tigh HE Low HE ‘ ifvidend e Pyt o High'vield
1| 2005 54. 6 18.8 1.46 37.4 12.9 0.000 0.0 0.0
2| 2008 86.4 17.9 2,24 38.6 21.4 0.000 0.0 0.0
3| 2007 155. 0 12.6 3.93 39.4 18.5 0.000 0.0 0.0
4| 2008 203.0 100. 6 5.36 37.9 18.8 0.000 0.0 0.0
5 2009 168. 9 8.2 6.29 30,0 12.4 0.000 0.0 0.0
6| wERLGE 63.6 36.7 | 16.8 0.0

LVERLGE P/E RATIO 26.8 PROJECTED PYE RATIO 27.6 TTM EPS 6.28

CURRENT P/E RATIO 31.5 PEG RATIC 1.9 FTM EPS 7.18

RELATIVE ALUE 117. 5% PROJ. RELATIVE WALUE 102. 8%

PE=31.5
RV =117.5%
PEG=1.9

Conclusions

Alt+B = Buy @ $191.75 with 3:1 U/D

* Too expensive to buy today.
* High Alert when P/E = 36.7 for sell Price =36.7 x 6.28 = 230.48
* Low Alert when P/E = 26.8 for buy Price =26.8 x 7.18 = 192.42




Section 4 — Low Price?

4 EVALUATING REWARD and RISK over the next 5 years
A FUTURE HKGH PRICE AMALYSIS -- NEXT 5 YEARS

Sebecied High FIE 36,7 % Extimaizd High EarningstShare 12,26 = Farecs High Pric=§ 349, 9
E FUTURE LOW PRICE AMALYZIE -- HEXT 5 YEARS
{=] Avg. Lew PIE ¥ Exlimated Low EarningstShare 6.29 -5 105.7
{H) Awerage 5Vmar Law Price = i 63.6
4] Recem Seeene Low Price= 78,2
{d] Prica Dividand Will Supparl = Premem Died. + HighViaid = 0.000 -+ 0.000 0.0

Salecied Exlimanied Law Price

mEBands (250,1) U: 172.27 L: 102.55

Jam 21, 2000 : mmAAPL 82,33 = 5MAL250) 13741

Q.

22002 Wahoo! Inc.
2008 Mar Apr
= yolume 38,902,500
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#  Judgment - Potential Low Stock Price Selection

EEX

Select a Potential Low Stock Price:

B3.6
3.2
0.a
99.70
155.20

—

o Forecast Low Price

0 Awerage Low Price for Last & Years
0 Recent Severe Market Low Price
0 Frice Dividend Will Support

() Price Variant Quotient

) 80% of Current Price

0 Other

2 ®
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Sections

4 & 5 — Risk/Reward

4 EVALUATING REWARD and RISK over the next 5 years

A FUTURE HKGH PRKCE AHALYEIS - HEXT 5 YEARS
Salaciad High FVE 36,7

. Etimanad High Earning='Zhare

12,26 = Farecest High Prica§ 449.9
——
E FUTURE LOW PRICE ANALYSIS -- MEXT 5 YEARS
da) fag. Law PYE ¥ Exlimaied Law EarningstStars 6.29 -3 105.7
Jb] Awerage 5-Year Law Price = o 63.6
4c] Pecam S=eare Low Prica= 18,2
4] Price Dhvidand Wil Suppant = Premam Died. + High Vel = 0.000 -+ 0.000 0.0

Selecied Exlimariad Law Price

L FHEE HANGE>

Fara== High Pric= 4149 49 - Edlimatad Law Price

Cuream Pric=

R

D REWARDEISK ANALYSLS { Poleniinl Gain v=. Rixk ol Loxx)

{ Far===rA High Pric=

_105.71 = Rangz 344,22 Range- §6.1
BN { Lavwer 25% o Rang=) = 105.17 t 191. 8
MAYEE { Midde 5% ol Rangs) = 191.8 w 363.8
SELL {Upper 25% i Rangs) = 363.8 - 449.9
197. 750 i inthe Hold Range
449, 9 GurenPric= . 197, 750 1+{ GuremPric= 197, 750 - Evlimaied Law Price. 105, 7  1- Tat

5 TOTAL RETURM ANALYSIS

ACURRENT YIELD

Fracam Full Year's Dividand § 0. 000

E AYERAGE YIELD OVER HEXT 5 YEARS
L8wg. EFS Hed & Vemrs 0, 39 ¥ A, % Payaut

LR COMPMIUND ANNUAL TOTAL RETURHN
Hvarage Yied o.n % + Anmel Appracimian
D R PROJECTED AVERASE RETURHM

Avzrags Yiekd 0.0 % + Anmel Apprecimdian

+ Curram Prica ol S4ock 5

197.750 - 0.0 % Precami=dar % Peturnsd an Furchoss Prics

| | 1+ Currem Pric= 3

197,150

%
%

17.9 % = Campaund Annual Tatal Return

10. 6 % = Prg=ci=d Awerags Takal Reiurn



Results

< Price above DCF

Price on 1/23/2010 = 197.75
DCF = $112.66 Intrinsic Value = 254.56 < Price below Intrinsic Value
UB=5193.70 < Price above UB
MA=5154.56 (trend up)
LB=S115.41

News:

— Apple/Google competition. < Serious competitive change
— Announcing tablet?

— Rumors of replacing Goggle search on iPhone with Microsoft bing.
Industry PE = 22 (mi) S&P 500 P/E =87 DJIAP/E =17 VL Industry = 19/98
PE =31.5RV=117.5% PEG=1.9 U/D=2.7 < P/E RV PEG all too high
Return = 17.9% PAR=10.6%

Alt+B Price = 191.75 (U/D=3)

Conclusion: Too much risk/price too expensive today despite 17.9% potential return. Expecting
price to expand as high as $230 (up 16%) before market pulling quickly down to $192.

High Alert when P/E = 36.7 for sell Price =36.7 x 6.28 = 230.48 (u/d = 1.8, RV = 137%)
Low Alert when P/E = 26.8 for buy Price = 26.8 x 7.18 = 192.42 (u/d = 2.96; RV = 100%)




Online References

Bl S&P data service

www.nasdaqg.com (5 years ACE)
http://Moneycentral.msn.com (financials & industry)
http://kcls.org for Value Line online access
http://www.manifestinvesting.com (financials & industry)
http://finance.yahoo.com (price movement & competitors)

http://online.barrons.com/public/page/9 0210-
indexespeyields.html for S&P 500 & DIJIA PE

http://alerts.yahoo.com (price alerts via email)
www.gurufocus.com for DCF calculation

www.valuepro.net for Intrinsic Value calculation
www.bob-adams.net for Annual Report analysis spreadsheet
http://biwiki.editme.com/Spreadsheets for TKPorfolio spreadsheet
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