
Dear customers, employees and shareholders,

I am pleased to report to you that Apple’s business is stronger than ever. Our innovative products have led 
the company to a strong financial finish to close out this successful fiscal year.  Our profits are the result of 
developing an unparalled user experience for our customers. These profits have allowed us to increase our 
dividends to our shareholders. We are committed to bringing value to our shareholders and will continue to do 
this with our business performance and return of capital.

We are also proud to be a force for good in the world beyond our products. Whether it is improving working 
conditions or the environment, standing up for human rights, helping to eradicate AIDS or rethinking 
education, Apple continues to make substantial contributions to our society. 

Apple achieved record total company revenue. We had our strongest fourth quarter ever and we managed 
to capture $170.9 billion dollars in total revenue for the year. This is over a 9 percent increase from fiscal 
year 2012. Operating income, however, was down 12 percent from 55.2 billion in 2012 to 49 billion in 
2013. Net income was also down 11.3 percent to 37 billion dollars.

We opened 27 new stores and moved another three existing stores into new stores in different locations. 
Annual net sales by product, with the exception of the Mac and iPod, increased across the board. The 
iPhone profits are up by 16 percent to $91.3 million; the iPad increased by 3.3 percent to $32 million; and 
iTunes, software and services increased by 24.5 percent to $16 million.

Diluted earnings per share were $39.75 for 2013 compared to $44.15 in 2012. Despite the change, we were 
will able to give cash dividends of $3.05 per share, returning value to our shareholders. This amounted to a 
total of $10.5 billion for this fiscal year, making Apple one of the largest dividend payers in the world. We 
expect that our cash dividend will either continue at current levels or continue to grow.

We are anticipating an iPad 
holiday season this winter.  
The tablet market continues 
to grow substantially and we 
expect our newly released iPad 
Air and Minis to succeed.

We believe that iPhoto, iMovie, 
pages and iWork are a critical 
part of the user experience. 
And Apple will be offering this 
software along with updates for 
free.

The smartphone market 
continues to grow and we are 
prepared to serve even more 
consumers with our expanded 
iPhone line. 

Here are the highlights of the fiscal year 2013:

•

•

•



We have attributed the decline of our gross margins to a variety of factors. This year we introduced new versions 
of existing products with flat or reduced pricing and higher cost structures. We had a shift in our sales mix to 
products with lower margins; the iPad mini is an example. We have changed our service policies and warranty 
costs to add more value for our consumers and this has resulted in higher expenses. We have also experienced 
impact from foreign exchange fluctuations. Although we experienced a decline in this area this year, we are 
confident that we will earn back these losses within the next three years. 

Apple now offers iPhoto, iMovie, pages and iWork for free. We believed that the software was a critical part of 
the user experience. We will also be offering free iOS10 updates to our customer base. We expect the additional 
deferral per device sold coupled with the sequentially great unit volume expectation for the first quarter of 2014 
will amount to a $900 million increase in the amount of money deferred for software update rights and non-
software purchases. We firmly believe that this decision will bring more value to our customers and shareholders.

Our products are winning in all the categories most important to us: customer satisfaction, customer usage and 
customer loyalty. We continue to be confident in Apple’s future; we see significant opportunities in both current 
product categories and new ones. Today’s smartphone market is expected to grow from $1 billion this year to 
$1.7 billion in 2017 and the tablet market is growing even faster from $225 million this year to over 400 billion 
in 2017. As we look forward to 2014, we will continue to invest in research and development, distribution and 
expand our geographic coverage. Apple will continue to innovate, enhancing our consumers’ lives and creating 
value for our shareholders through our products. 

Sincerely, 

Tim Cook, CEO 


