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Videotaped Deposition of STEVEN P. JOBS,
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Loop, Cupertino, California, commencing at
9:22 a.m., Tuesday, March 18, 2008, before

Cynthia Manning, CSR No. 7645.
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CUPERTING, CALIFORNIA;

TUESDAY, MARCH 18, 2008; 9:22 A.M.

THE VIDEOGRAPHER: Good morning.

We are on the record at 9:22 a.m. Today's
date is March 18th, 2008. This is the video
deposition of Steve P. Jobs. We are located at
Apple, Incorporated, 1 Infinite Loop, Cupertino,
California, on behalf of the plaintiffs.

'[:- t] Good morning. E:- : ;:]of
the U.S. Securities and Exchange Commission.

THE WITNESS: Hi.

C ac

of the SEC,

:] also on behalf

MR. EHRLICH: Good morning. Miles Ehrlich
on behalf of the defendant, Nancy Heinen.
MS. GR0SS: Good morning. Felicia Gross

for Nancy Heinen.
MS. CHANDLER: Kristy Chandler, Arguedas,

Cassman & Headley, for Nancy Heinen.

E ' j E | j for Apple

Computer.
lfrom Paul Weiss

- dc

09:21:

09:22:

09:22:

09:22:
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for Steve Jobs.
Veritext National Deposition & Litigation Services
866 299-5127




[:\mZ"

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Paul Welss representing Mr. Jobs,

THE VIDEQGRAPHER: Thank you, ladies and

gentlemen.

And the Case No. is C—07—2214;

My name is Whitney Brooks. I represent

Veritext Deposition Services. The phone number is

866-299-5127.

Would the court reporter please administer

the ocath and we may begin.

o[

STEVEN P. JOBS,
having first been duly sworn, testified as

follows:

EXAMINATION

J

Good morning, Mr. Joks. Again, my name 1is

’and I'm here on behalf of the

Securities and Exchange Commission.

A.

Q.

Just a couple of preliminary matters.
Sure.

First of all, your deposition is being

taken today as part of the lawsuit entitled

Securities and Exchange Commission versus Nancy

Heinen.

And just to make sure you understand, if

09:22:47

09:22:56

08:23:11

08:23:18

09:23:27

09:23:37
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there is ever a trial in this matter, we may call

you as a live witness or, in the alternative, we may

play portions of your testimony here today as part

of a trial in front of a jury of Ms. Heinen's peers,

and I just want to make sure that you understand

that.

A. Yeah.

Q. Have you ever
before?_

4. ©Oh, yes.

Q. Approximately

A. I don't Enow.
of times.

Q. Well, in, that

ground rules I want to

me, as much as it will

The first of which

had vyour depqSition taken
how many times?
Maybe-a single-digit number

case, there is just a few

go over. I'm sure you're

already familiar with them, but it helps to remind

help to remind you.

deposition may be played in front of a jury. So

it's important that you do your best to testify as

accurately and as compietely as possible,

Do you understand that?

A. Yeah.

Q. B&And, in addition, you are being videotaped

and your testimony is being transcribed, and so

is, as I mentioned, this

08:23:40

09:23:52

08:24:00

09:24:10

09:24:22

09:24:33
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there is a couple of things; the first of which is,
it's very natural sometimes to assume you know what
the rest of my question is going to be and then jump
in before I finish a guestion. And if that happeﬁs,
the record gets a little garbled and difficult to
follow. |

De you understand that?

A, Mm—hmm.

0. And, likewise, T sometimes have a bad habit
of jumping in before an answer 1s complete. So I
will do my best to refrain as well,

AL Great.

Q. In addition, because we are being
transcribed; it is important that you do your best
to give audible answers like "yes" and "no." Again,
although we have a videotape, things like "uh-huh"
and "huh-uh" are a little difficult to sometimes
decipher six, eight months down the road.

Do you understand that? |

A. Yes.

Q. Now, before we began today, your.counsel'
mentioned, and-I believe you mentioned,'that you're
not feeling well this morning. So I just want to
make sure that you‘re\comfoftabie with proceeding

with your deposition.

09:24:36

09:24:49

09:24:57

09:25:06

09:25:20

09:25:33
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4. Yeah, I'm fine. The only request I would
have is if vyou do end up playing my deposition
before a jury, if you could just play them this

part, where I'm feeling really bad or I look really

‘bad or I look grimaced or anything. It's not

because of the depdsition, it's Just because;
Q. Fair enough.

And although, you know, it is always our
goal to try to get these things done in a single
day, and less if possible, if for whatever reason
you feel like you need to %top, we'll just take that
as it comes up —--

A. Yeah.
Q. —; because obviously we want your best
testimony.

A. No, I appreciate you guys coming_all the

‘way down here. So try to get it done today.

Q. All righf. And then, the only cther
guestion I éhould ask is: BAs a result of this
illness, or for any other reasons, are you taking
any medication that might affect your ahility to
give testimony todayéij

A. I don't think s0.

0. Are you aware of any reason why you can't

give ceomplete and truthful testimeny today?

09:25:34

09:25:46

09:25:56

09:26:04

09:26:12

09:26:27
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A.

Q.

I'm net aware of any reason, no.

All right. Then we'lil just start with a

couple of background gquestions.

First of all, could you descﬁibe for us -

your educaticnal background since high school?

A.

Portland,

T attended Reed College for six months in

Oregon and then I dropped ocut, but I was a

drop-in for approximately ancther 18 months.

Q.

And when you say you were "a drop-~in," dces

that mean you went back to Reed at some point 1in

Ctime?

A.

afford to pay,

That means I was a student that couldn't

so I was sleeping on floors and in

friends' dorm rooms and stuff.

Q.

Did you ultimately obtain a degree from

Reed or any other college?

A.

Q.

No.

Cther than your tenure at Reed then that

| you have described, do you have any formal education’

post high school?

A,

Q.

No.

During your tenure at Reed, did you ever

happen to take any classes on business or

accounting?

- A,

No.

09:26:31

09:26:39

09:26:59

09:27:13

09:27:22

09:27:31
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Q. And what years -- or what timeframe was 1it
that you attended Reed?

A. '72 and -3.

Q. All right. Again, I know there is a lof
here, so we'll just talk generally about your
employment history then.

Can we Jjust sort of briefly go over your
employment history, I gquess after 1973.

A. I was employed byIAtari, maker of wvideo
games.

Q. What timeframe?

A. I don't know. Early '70s.

Q. Okay.

A. Aﬁd then my partner, Steve Wozniak, and I
started Apple about 1975 or -©. And then I was
basically fired from Apple about ten years after
that.

Q. Let me just stop you there then. 1In other
words, it sounds like what you're saying is you
started Apple.in approximately 1975 or 1976; is that
correct?

A, Yeah.

Q. And for ten years you were with Apple?

A, Yeé.

Q. And although I assume your responsibilities

09:27:36

09:27:49

09:28:04

08:28:19

09:28:37

09:28:45
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evolved over time, could you generaliy describe what

your duties or responsibilities were over that

teh—yea
AL
about t
time pe
Q.
would t

A,

Q.

the CEO

beeqf

thent _

Q.

r period?

Mostly the product side of things, worrying

he proecducts.

riod.

I was not the CEQ during that

And when you say worry about products,

hat be product
Yes.
—-— creation?

Yes. And =-

development |

yes.

Who was the CEO during that timeframe?

Originally, 1t was a man named[:

]

And —— well,

actually -~ I actually think

it was a man name{ :I~— I don't think[ ]was

initially. I think it was —-

' _} yeah, and then]
,again and then}

became a public company?

A,

1980, seems to come to mind.

course,

Q.

ina—

it might have

e
7

Do you recall approximately when Apple

If I had to guess, it would be November of

public, so...

All this is, of

So I believe you mentioned that you left

09:28:48

(09:28:58

08:29:07

09:29:22

09:29:46

08:30:05
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Apple in about 1985; is that right?

A. Yes. |

Q. And did you have a particular title in that
1985 timeframe right before you left? |

A. Chairman of the Board.

Q. How long had you been on the board of

Apple?
A. I think since the beginniné.
Q. bkay.
A. But I'm not -— I don't fully receollect, but

I think since the beginning.

Q. All right. And how long had yoﬁ been
Chairman of the Board?

A, I don't remember.

Q. What did you do after you left Apple in

A. Workwise?

0. Yes.

A. I started two companies{ One was called
ﬁeXT, and that was étarted with a group of folks.
And then another was célled Pixar, which was started
by buying the computer gréphics division of Lucas
Film, and we christened it Pixar.

Q. Focusing on NeXT for a few minutes then --

A, Yes.

09:30:08

09:30:17

09:30:26

09:30:39

09:30:51

09:31:18
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Q.

-- first of all, what kind of business --

what did NeXT do?

A.

NeXT had two parts to its business; one was

to create some really good hardware and the other

was to really pioneer object-oriented programming.

Q.

and for people like me who are a little

ignorant on that, can you just tell me a little bit

about what object-criented programming means?’

A.

It's a way of writing socftware that can be

far more flexible and, therefore, more efficient

than traditicnal ways of writing software.

Q.

all, did
right in

know.

a.

Q.

Did you -- what was your -- well, first of

you have a title at NeXT?

the CEO.

I was

And so when was it -- did vou find NeXT
19857

I den't knoﬁ. '85 or '86. I don't really

And what eventuélly happened to NeXT?

Apple

Okay.

purchased it.

When?

I believe 1997.

And were you still with NeXT when Apple

purchased it?

A.

Yes.

09:31:19

09:31:28

09:31:46

08:32:10

09:32:27

09:32:39
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.Eb@ :

Q. =1 beliéve you also mentioned that you were
inveolved in the founding of Pixar; is that right?
A; Corréct.

"0. And that that was a -- if I understand
correctly, vyou —- and-by "vou” I mean Pixar here --
had.purchased some sort of a graphics division from
Lucas Film?

A. I purchased it myself.

Q. Persconally?

A. And then[; i:]lthe leader of that
division, and myself co-founded Pixar,

0. Do you recall what yéar vou co-founded
Pixar?

A.. I.don‘t recall exactly. I think it was
eithér 185 or '86.

Q. Did you have a title with Pixar?

A. CEO.

Q0. And cofrect me 1if I am wrong, but Pixar is

still in existence today?

A. Pixar was acquired by Disney in -- a little

over two years ago. If's now parﬁ of the Walt
Disney Company.

0. So would that have been in 2005 that Walt
Disney acquired Pixar?

A, I think so. Again, that's all public

0%:32:39

09:32:4¢6

09:32:59

09:33:10

09:33:28

09:33:47
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knowledge, so...

Q. Do you still have job responsibilities with
Pixar?
A. Not with pixar per se, but I'm on the Board

of Directors of the Walt Disney Company.

Q. And have you been on the board since
Disney's acquisition of Pixar?

'A. That's when I went on the board of Walt
Disney Coméany, was on Pixar's acquiéition -=
Disney's acquisition of Pixar.

Q. MNow, when Apple.acquired NeXT then, did
you, in essence,'come back to -Apple and work for or

with Apple? .

A. Ng.
Q. CQkay.
A. I was —- I believe I was a consultant to

the then CEOQO of Apple.

0. And who was the CEC at that time?

r ] rversevel j

Q. How long did you serve as a'consultant?

h=

A. Weli, I didn't really serve as a
consultant. It was just a title.

¢. Okay. How long did you have that titlé?

A, Oh, I don;t really.know. I mean, I don't

even know if it was official. I don't know.

09:33:49

09:34:03

09:34:27

09:34:40

09:35:00

09:35:18
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Apple?

A.
0.
A.

0.

What is your current title or role here at

I'm the CEO.
How long have you been the CEO?

Since 1987,

And I guess, just to go back in time then,‘

T want to just try to understand a little bit the

transiticn from having the title consultant to

becoming CEO. Could you just describe that

- transition for me?

pretty messed up. It was pretty easy to see. And I

A

Well, when Apple bought NeXT, Apple was

was trying to help in my arm's length role. I was

trying to help Apple by getting some of the NeXT

people into some jobs where they could help Apple,

and that's pretty much_all I was doing.

"Apple's board members namedE: ::}and[:-:%sked

mé what I thought of[:

g —

And I got a call one day from one.of

in the time that I

had spent with him.

08:35:24

09:35:34

09:35:49

09:36:10

09:36:35

09:36:52
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I did not hear f

three months, and then he

forget.what day of the week it was, but he said they

were going to fire[:

rom him again for over

called me again on -—- T

l I think it was the

following Monday, and would I come back and run

Apple.

Q. And by "him" you mean[j -;]is

centacting you?

A,

Yes. He, of cou

rse, was, you know —- he

represented that he was speaking for the entire

board.

Q. Qkay. Did the board, in fact, fire[:

:]the following week?

A,

Q.

A-’

Yes.
And did you take

Well, no, I did

on the role then as CEOQO?

not. I was very concerned

that Pixar was a newly public company with

shareholders, employees,

and I felt that -- to my

knowledge there had never been a CE0O of two public

companies before. - So I felt if I took the job, the

Pixar shareholders and employees would think I was

abandoning them.

Q.

Mm—-hmrm .

09:36:596

0%:37:14

09:37:26

09:37:39

09:37:58

09:38:22
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A. Aﬁd I decided I just -- that I couldn't do
that. So I took the title of interim CEQ and agreed
to come back for 90 days to help recruit a full-time
CEO. '

0. How did that recruitment effort go?

A. 1 failed.

Q. And when you say you failed, is 1t that you
didn't find anyone that you thought would be
suitable to take on the role?

A. Yes. Apple was not in good shape and

everybody knew it and the kind of candidates that we

were being offered up by the headhunters were not

very talented.

Q. OQkay. In other_words, nat the sort of
people who could turn Apple.arouﬁd?

A, Yes.

Q. Okay. So after that 90 days, what happened
next?

A. Well,'if just kind of slid into.the fact
that I stayed. I képt the intérim CEC title for
quite sometime, a number of yearé.

Q. And when did you drop the interim title and
just become Apple's CEQ?

A. I don't recall exactly, but it was a few

years down the road; I think maybe three years. I

09:38:22

09:38:38

09:38:51

G9:39:04

08:3%:17

09:39:38
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felt I had demonstrated to both companies that I
could be the CEO of both companies and successfully
manage that.

Q. All right. You mentioned that when Disﬁey
acquired Pixar you went onto Disney's board. I
guess I'11 just ask yoﬁ to_iay them out. Are you on
thé.board of any other public companies?

A. No. Apple and Disney are the only ones.

Q. What are your current duties as a member of
Apple's Board of Directors?

A. Well, as the CEO, T give a report to the
board at every meeting on the status of upcoming
products and developments and the status of our

research and development, strategic issues, things

where we're screwing up, personnel -- key personnel
“issues. Those kinds of things. That's my primary
role.

Q. And.if I understand correctly, that sounds
like the role you're describing is as the CEO who
presents information to the board?

A. Correct.

Q. 1Is that. fair to say?

A. Yes.

Q. All right. And thén putting on your other

hat, though, as a member of Apple Board of

09:39:42

09:39:59

09:40:33

$09:41:03

0%:41:-21

09:41:2¢6
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Directors, do you have different duties or

responsibilities?

a.

that Way.

Not reélly, no. No, I don't think cof it

I really do think of myself as the CEO in

those meetings. Really, my jcb is to tell the

board, you know, the state cf the company and the

state of

our development projects and things like

that that I mentioned, and to get their feedback

and, yocu

know, we have some good discussions.

That's my primary role.

Q.
delegate
of fewer

A.

Q.

Does Apple's B@ard of Directors ever

any of its work to committees that consist
members than the full board itself?

Yes.

And have you ever been a member of any of

those committees?

A.

SO.

Q.

No. Not to my knowledge. I don't think

There may be too many of them to¢ enumerate,

but can you give us a sense of what some of those

committees are?

A.

Well, I think the business ones are the

Audit Committee, the Comp Committee and we have a -

Governance Comnmittee.

Q.

And if I understand you correctly then,

09:41:28

09:41:41

09:41:55

09:42:07

09:42:22

09:42:393
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you've actually never served as a member of the
Audit Cémmittee, correct? |

A, Correct.

Q. And the same would be true for the
Compensaticn Committee?

A, Correct..

Q. And the same would be true for the
Governance Committee?

A. Best of my reccllection, that's true.
Again, this is all pubklic information, so...

Q. All right. Wé‘ll get into the specifics a
little bit, but just as a general matter, do you
recall that in early 2001 Apple’'s Beard of Directors
approved an option grant of around 4.8 million
shares to severél ﬁembers of what Apple referred to
as ilts executive team?

AL Yes.

¢. And --

A. Sorry, what date did you put?

g. I haven't gotten to the specific date yet.
I'm just talking generally.

A. Oh, okay. Got it;

Q. And, first of all, could yOu -~ I'm going
to use the term “"executive team," but what do you

understand that term tc mean?

09:42:41

09:42:48

09:42:54

09:43:13

05:43:21

05:43:32
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A. Well, the executive team consists of the
senior -- most senlior managers at Appie who all work
for me. Generally, a group ranging in size from

seven to ten people.

Q. And this term Gexecutive team,".was that
generally the same thing back in 20017

A. If didn't have the same members, but it
the same conﬁept, yes, same function.

0. And, again, focusing more on generalitie

had

Sy

and we'll get more specific as we go, what was the

impetus or the origins of this grant of about 4.8

million shares to the executive team?

A. Well, as you know, many companies have

converted to using RSU grants, restricted stock unit

grants, tb their senicor employees in the present
day, but back then option grants were the norm.
Apple was in a precarious situation in that we'd,
you know, had the internet bubble bursting, and I
thought that Apple's executive team and the
stability of Apple's executive team was one of it
core strengths. And I was very concerned because
Michael Dell, one of ocur chief coﬁpetitoré, had

flown Fred Anderson, our CFO, down to Austin, I

And

S

guess, him and hi# wife, I think, to try to recruit

him. And I was also concerned that[j

]
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amd{:' t] two very strong technical

leaders, were also very vulnerable,

So I was very concerned that Appie ccould

really suffer some big losses on its executive team

with the business environment we were in and the

competitors coming after our peopile,

Q. I know this is a long time ago, so I'm not

trying to hold you to —-
A. Sure.

Q. -- mathematical precision, but do wvou

recall approximately when it was that Mr. Anderson

was flown to Austin as part of this recruitment

effort?

A. I don't know.

Q. Presumably it was before January 2001
would that be fair to say?

A. I think so, yes.

Q. Do you know whether it was six months
before or longer?

A. I don't.

r

Q. You'aléo menticoned that you had concerns

about -- was it[ . and [
ey -

Q. Did I pronounce his name right?

A, Yes.

]
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Q. &nd were those concerns based on a similar
phenomencn; for example, they had been flown
somewhere and recruited?

A. No, but I had heard rumocrs that one or two

companies was talking to them. It's a small valley.

0. It was back then, certainly.

A. Yeah.

Q. All right. And so -- again, I don't want
to put words in your mouth, but it sounds like what
you're saying is that the concept of options would
be a potential mechanism to retain members of the
executive team?

AL Of course.

Q. Okay.
A, Yeah.
¢. So, again, goling back to your memory, you

had this concern about retention, so how did you go
about moving this concept of an option grant

forward?

A. Well, I talked with the board almost every

meeting about, you know, key personnel, because I

think that's the key asset Apple has, is its talent.

And I don't recall the exact dates, but I started

- talking to them about this, you know, in the later

part of -- I guess it would be 2000, the later part

09:46:44
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of 2000.

well,

0.

started -~ or that you were talking about this iésue

And, you know, there were some -— yeah,

anyway, later part of 2000.

I believe you mentioned then that you

of retenticon at board meetings. Just as an aside,

how often in the 2000 and 2001 timeframe did Apple's

board of directors meet?

B.

Q.

A.

Q.

Four times.
Four times?
Maybe five, four or five.

and when you would discuss this retention

issue with the board, was that in the centext of a

formal meeting or were these just conversations with

individual board members?

AL

Both. Both, yeah. It wasn't just

retention; I was talking to them about a big grant

to the executive teamnm.

Q.

Fair enough. And I didn't mean to imply a.

smaller meaning. In other words —-- so let me

packtrack a little bit though, then, to make sure I

understand.

option grant of a fairly -- of a sufficiently large

In other words, the idea then was for an

size to make staying at Apple an appealing option

for members of the executive team. Would that be

09:48:10
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fair te say”?

A. Correct.
Q. And "large" is one of those words that's a
little vague. So what did you understand a "large"

grant to mean, again back in the 2000-2001
timeframe?

A. You know, something -- as you said,
something that would.be worth them staying at Apple
for.

Q. Did you have -- let's say in the later part
of 2000, did you have a sense of how many shares
"large" would be?

A. Excuse me.

Well, I did, because I recommended, vyou
know, to the board what we do. I don't recall any
particulars. One of the things that I felt was that
rather than giving them shares once a year, as is
common in some companies, I would rather give them
féuf years' worth of stock'upfrpnt.

Q.  Okay. A&And to make sure I understand

Ej ni I'm not sure he had

then —-

! i Ch, I'm sorry.
if ‘:] —— his answer.

finished

09:49:20
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THE WITNESS: Yeah. S50, 1in other words,.

rather than giving a member of the executive team a

hundred shares a year for four years, mnmy appfoach

was to give them 400 -- options on 400 shares right

upfront.

dilution,

It cost the shareholders no greater

and yet gave the employees more upside,

which meant we could actually give them less shares

and cause less dilution.

grant.”

e[

.Q.

you make

And this came to be kneown as a "mega
I-think{: -:]coined that phrase.
And I think I understand the distinction

between, say, granting someone a hundred

shares, you know, one time per year over four years

versus 400 shares at the beginning, but just to make

sure I understand, then, this concept of a 400-share

grant --

and, again, I know we're talking

hypothetically here, would that grant have some sort

of a vesting schedule or --

A.

Q.

Yes.

-- would it be just that they --
It would be 25 percent a year.
Okay.

But see, the key thing is if the stock goes

up, which we always hope it does, then the golden

09:50:46
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handcuffs are dramatically increased, which is what
I was hoping would happen.

Q. And, again, I'm not trying to hold you to
any kind of mathematical precision, but when is it
that you.think you first starﬁed discussing the
concept of a large grant with members of Apple's
board?

A. I don't really recall. I think it was in
the fall of 2000.

Q. And approximately how many members did
Apple's board have in the 2000-2001 timeframe?

A. I don't remember.

Q. Going back then to at some point in time

when you first started broaching this concept of the

large grant with Apple becard members, what Qas
the -- if there was a general reaction of Apple's
board, what wés it?

A. Well, T thiﬁk it was favorable. The one

ongeing discussion that[j ;]and_I had, it was more

of a philosophical discussion because -- was whether

mega grants were better than grants every year.
[jf t]also wanted me to install a cash bonus
program at the end of dach fiscal year based on the

performance of the company.

Q. Okay. And[j :}is?

09:52:11
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Q. And he was a member of Apple's board; is
that correct?

A. Yes, he was. _ }

Q. And when you say that you and[;. ;:]
had a philosophical discussion or a discussion --

A. Mm-hmm.

Q. -- could you just give me a little more
detail as to what the nature of that discussion was?

A. Well, at his company he gave grants once a
year and it wéfked really well for him. I expressed
to him that in the companies I worked with we did it
the othef way and it had worked really well.

And s{: :]was willing to, vyou know,
support me in doing this. But I think for a while
he was trying to convince me that his way —— the way
that he did it at[j ' ‘:]was a better way to do
it. |

But I think ip the end -- well, in the end
I was not persuaded. And I think in the end maybe
he was persuaded that I was right on that one.

| 0. ©Ckay. And then you mentioned that[j
:]had an opinion about something to do with
cash bonuses; is that right?

A. He wanted us to add a cash bonus. He

09:53:490
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wanted me to put a bonus program in place, a cash
bonus program.in place, annually for the exécutive
team.

Q. Now, when you say that the board appeared
generally supportive of this concept, in the fall
2000 timeframe, had you at that point discussed any
details about what the grant would loock like in
terms of the number of sﬁares or anything like that

or wWwas it a more conceptual —-

A. I think I was discussing rough numbers.
Q. Okay.

A, Yeah.

Q. Do you remember When it was that the

numbers went from being rough toc more finalized in

your mind?

A. Well, again, what I tended teo do was to try

to give people —— how I do explain this? There were
maybe -- I looked at the executive team as maybe
havirng three groups. One group, which was the ultra

key people, another was the very important key
people, and tﬁe third was the key people. And so I
in each of those groups wénted them to have.the same
émount within the group.

Q. Okay.

A. And I wanted the uber important people to

09:54:51
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"get a million shares.

Q. Okay.
A. And so I was pretty clear and was clear

with the board the rough magnitude of this, vyou

" know, pretty early on.

0. And —-

A. And there were a lot of side conversations,
tco.

Q. Sure.

A Our.board, we talk a lot, you know, in

between meetings and stuff.
Q. Fair enocugh.

And so just to make sure I understand,
again, would it be fair, then, to characterize this
as sort of-an_ongoing dialogue or discussion, part
of which hapbened.in formal board meetings, but part
of which happened sort of in a one-on-one basis with
board members as you had the bpportunity?

B, Yeah. Yes. Sure.
Q. And, again, not to hold yéu too much to

terms, but when you talk about ultra key of uber key

_people, I think you mentioned the idea of a million

shares --
AL Yes.

0. -- being the magnitude that you were

09:56:30
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thinking of for that category?

A. Yes.

Q. All right.-

these ultra key people?

A Ej‘ t] who at the time I think was our
Executive Vice President of Operations, maybe sales

and operations, actually. Fred Anderson, our CFO.

[j

And who did you consider to be

j head of hardware. E j

head of software.

Who am I forgetting? I think those were

the four key ones,

Q. In these discussions .in the fall of 2000

then that you're having sort of in the formal

centext and on a one-on-one basis,

was during that timeframe that you had discussed the

possibility then of granting in the area of a

million shares to these ultra key people?

A, Yeah.

Q. Okay. And did you discuss with the board

or with individual board members who the specific

people were that you considered to be ultra kéy

people?

A. I don't recall, but I can't imagine that I

didn't. I was always talking about our key people

with them,

S0O. ..

do you think it

1
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Q. . You mentioned there was sort of another
category cf the very important people.
A. (Witness nods head.)

Q. Who in the 2000-2001 timeframe would fall

" in that category?

A. E: _ : t}who runs our applications
division. Actually, maybe there were only two
categories. Nancy Heinen, who was our then general

counsel. Maybe that was it. Maybe that was it.
Yeah.

Q. And in these general discussions you had,
again either in the context of a formal.board
meeting or in one-on-one conversations, had you had
discussions with board members abcout the number of
options you would want to grant to this sort of very
important category?

A, I don't recall,

Q. Do you recail when it was that you started
talking more specifically about the numbers of
grants -- or numbers of options for the grants. to
these ﬁery important pgople?

A. Again, I think it was in the fall of 2000,
best of my reccllection. This was many years.

Q. BRelieve me, I understand that it is hard to

rememper the stuff, particularly in general terms.
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Sc¢ what we'll do is, we'll try to move o

some more specific documents in the hopes that that

will help.

So I'm going to hand to you, Mr. Jobs, a-

document that was previously marked in these

proceedings as Exhibit 6,

A. Thanks.

E:

t] Again, I apologize to everyone

for having less than an adequate number of copies.

For the record, Exhibit & is a document

that bears a Bates range of 150AAPLOB9B0 {sic}

through 8963.

Q. If you could just take a few moments to

review the document.

A. Yeah,

this is kind of what I thought.

0. And when you say "this is kind of what I

thought, " could you just --

A. I'm sorry, I was looking at the number of

shares that each one got.

Q. Okay.

"And if you could, Mr. Jobs, there is

a Bates number at the bottom of the page you're

iooking at.

A. Yeah.

Q. Could you just let me know what page we're

locking at?
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Al Is that this number here (indicating)? 10:01:28
Q. .Yes. If you want to just go with the last
four digits.
A. 8961. -
Q. So it sounds like page 8961 has refreshed 10:01% 34
your memory about something?
A. Well, it was.w— it confirms my recollection
that it was a million shares a piece for the really
key ones and I guess it was 400,000.shares a piece
for NancyEandE:' ::] ©10:01:55
Q. All right. i1f you could -- again, take all
the time you need to review thé document just to
familiarize yourself with it, and fhen.I'll go to
specific questions.
A. ({Witness reviewing document.) | 010:02:09
Yeah. |
Q. Going to the first page, then, of Exhibit 1
{sic}, it appears to be dated February lst, 2001.

Do you see that?

A. Mm-hmm. . 10:02:20
Q. And then there -- this appears to be
a memorandum -- br it's a documént addressed to

several people.
Do you see that there?

A. I do. ) 10:02:28
' 37
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1 Q. Who are the individuals listed-theré in the 10:02:28
2 to line?
3 A. I think they're Apple's'board members.
4 Q. And it appears that the document is from
5 .Nancy Heinen and[: -:] is that right? 10:02:39
6 A. That's what it says.
7 Q. Okay. And who waé Ms. Heinen?
8 A. Apple's general counsel.
9 0. Do you know when she came.on as Apple's
10 general counsel? | 10:02:53
11 A. I don't recall. I think it was fairly
12 early, a year or two after I.joined Apple --
13 rejoined Apple. |
14 Q. As CEC of Apple, did you have frequent
15 opportunities to interact with Ms. Heinen? 10:03:13
16 A. Well, she was part of our executive team,
17 s¢ every Monday morning I would have an executive
18 team meeting.
i9 Q. And who 15[ ]
20 A. Well, I know she worked here, but T —— I 10:03:28
21 don't even know if I ever met her,
22 Q. OQkay.
23 A.. I don't really know what her job title was.
24 Q. What do you understand the purpose of this
25 document, Exhibit 6, to be? 10:03:42
: 38
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A. Well, it says it's a unanimous Qritten
consent of the board of directors to document the
granting of these options.

Q. All right. &nd if you take a look at the
firs? page then again, the one with the Bates number
of 8980, on the subject line it says: "Proposed
Written Consent of the Board of Directors.”

Do you see that?

A. ‘Mm-hmm.

Q. Okay. . And what do you understand the term
"proposed" to mean?

A. I haven't got the faintest idea.

Q. All right. If you look at the first
paragraph then of this first page, it says:

"Enclosed is a proposed written consent of
the Board of Directors for option grants
under the 1998 Executive Officer Stock Plan
to members of the Executive Team totaling
4.8 million shares.™"
Do you see that?

'A. Yes.

Q. Just going by memory alone, do you remember
when it was that the detérmination to grant 4.8

million shares was made by Apple's Board of

Directors?
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MR. EHRLICH: Excuse me. Objection; vague
and calls for a legal conclusion.
BY[:- t]

g. You can answer the question.

A. To the best of my knowledge and
recollection, I had approval frém Apple's Board of
Directors to go forward with this before the end of
2000 and -—- yeah, that's the answer.

¢. And when you say approval éf "this, " just
to make suré we're clear —-

A. 4.- -- the grants to the ET.

Q. Qkay. So, again, my purpose is not to put
words in your mouth but to make sure I'm
understandigg you. It sounds like what you're
saying is thét you believe the board of diréctors
had épproved in 2000,.or towards the end of 2000, a
grant of 4.8 million shares. Am.I correct?

A. I think they had approved a grant of this
magnitude. I don't know that every last person --
as an example, I'm not sure I had decided on 400,000
shares for[{ ::Fnd Nancf at that time. But the big
ones of a million, yeah, we talked about that a lot.

Q. And I think ycu have anticipated the crux
of my guestion. In other words, I'm trying to

understand exactly what it is, kind of as we move
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through time --

A. Yeah.
Q. -—- what it is you think the board approved.
A. I understand. I'm answering as best as 1

can remember.

Q. Okay.

A. My goal, just so you know, was to kick off
the new year with these grants for'the ET members,
to just start the new year strong.

Q. Okay. And this --

Actually, could I ask you to read back the
previous question and answer?
{Whereupon the reporter read the record as
foliows:
"Question: So, again, my purpose is not to
put words in your mouth, but to make sure
I'm understanding you. It sounds like what
you're saying is that you believe the board
of_direcﬁors had approﬁed in 2000, or
towards the end of 2000, a grant of 4.8
million shares. Am I correct?
"Answer: 1 think they had approved a grant
of this magnitude. I don't know that every
last person -— as an example, I'm not sure

T had decided on 400,000 shares for[: t}

10:06:30

10:06:36

10:06:47

10:05:33

10:05:47

10:06:13
41

Veritext National Deposition & Litigation Services
866 299-5127




Fooc]

10
11
12
13
14
i5
16
17
18
1%
20
21
22
23
24

25

and Nancy

at that time. But the big ones

of a millicn, yeah, we talked about that a

lotf“}

BYE ' ]
Q. OQCkay. Sa
what you're saying
you're not certain

the 400,000 grants

following up then, it sounds like
is, at least at the end of 2000,

that you had board approval for

to[j i]{sic} or Ms. HReinen;

is that fair to say?

THE WITNESS: No.

MR. EHRLICH: Objection; misstates the

testimony.

THE WITNESS: No, that's net what I am

saying.
BYE: : ':]

Q. Qkay.

A. What I'm saving ——_éee, the board --
that's -~ the way we worked was, if I cutlined in,
you know, not -- wéil, how do I say'this?

I don't know what I might have said to

them; I don't recall. But I might have said, you

know, up to 5 million shares or something. But it's

my recollection that I had approval from the board

to do this before the end of 2000.

Q0. Okay. And, égain, then, to do "this™
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being --

A. To make these grants.

Q. Okay.
A. There had been a lot
it both in becard meetings and

people, board members: [:

And so that's my recollecticn.

Q. OCkay. At the end of

of discussion around

individually with

2000 then, do you

]

recall having approval from the board as to the date

cn which the cptions would be

A, No. I mean, that is

granted?

mechanics. That

don't think we would have talked about that. I

don't recall anything that we talked about that.

I

Q. Ahd, likewise, then, do you recall, again

focusing on the end of 2000, whether vyou had

approval from the board as toc the strike price —--

First of all, do you understand the term

"strike price"?

A, Yeah. The exercise price.

Q. The exercise price for the grant.

A. I understand that.

Q. And did you have approval from the board as

to an exercise price at the end of 20007

A.  Again, we never would have talked about

that. That just would have been in the mechanics of

10:08:51
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things happening.
Q. And what is your -- what was your
understanding of those mechanics; in other words,

you have these discussions with the board about

" the -- well, we've called it a "mega grant" ox

"executive teém grant." Again, going back now toc a
more general level, what would the mechanics of that
be?

A. Well, the mechanics of it would be when I

decided to do it at that point, I would tell Nancy

Heinen to execute those grants; in other words, this,

is what I want to do. I probably sent her an
e-mail.
Q. OCkay. And in the context of this executive

team grant that we've been discussing, do you have a
general sense of when it is that yoﬁ ~- well, first
of all, deo you thiﬁk yoﬁ asked Ms. Heinen with
regards to this executive team grant to execute the
ddcuments?

A. Again, I wanted to do these grants. My
recollection is that I wanted to do these grants
very early in 2001. And I have reviewed some of
the, you know, memos and stuff here and it seems
like there was a préblem with that because Nancy

didn't want the appearance of any impropriety
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because Macworld was on the horizon.
I mean, I don't know this to be true, but I
think I saw an e-mail to that effect. And so I
don't really know what happened, but my intention_
was to get these out early in the year.
Q. And focusing on what you said abdut your
sort of recalling an e-mail where Ms. Heinen —-

well, it sounds like what you're saying is there was

‘some issue of an appearance of impropriety being

related to Macworld?

A. Yeah.

Q. Okay. What was the concern that Ms. Heinen
had?

A, I thigk she might have felt that -- we
should ask her, but I think she might have felt if
we introduced some new products at Macworld and the
executive team had received some stock option grants
just prior thét, that some people might question
that.

Q. Okay. And do.you think that Ms. Heinen
commuﬁicated that concern to you?

A. I don't recall.

0. Do you recall -- did you share that
concern?
A, Share that cdncern?
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Q.

Well, in other words -- well, let me ask it

this way: Did you ever, in your own mind, have a

concern about deing a grant before Macworld?

A.

No. My concern was with keeping our

executive team working at Apple.

All right. Going back to Exhibit & then.

Q.
It's the --
A. Excuse me, that's this one?
Q. Yes, sir.
A. Okay.
Q.. It's the last sentence there in the first

paragraph, where it says, "If approved, the options

will vest annually over four years."

Do you see that?

A. I'm sorry -—-

0. It's the second-to-the-last sentence. I
misspoke.

A, OFf the first.paragraph?

Q. Yeah.

A, I see it.

Q.. What do you understand that sentence to
mean? "If approved, the options will vest annually

over four years."

A.

Q.

I don't feally understand the guestion.

Well, I'm just —--
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A. Sorry.

Q. I guess I'm asking you to tell me what
is you understand that sentence to mean‘.

A. That these options will wvest over four
years annually.

Q. All right. And then the "if approved"

part?

A. Well, I don't know. I suppose it is a
way of ~-—- 1 mean, you know,-this is sent around
the directors tc memorialize this grant. 5o I

suppose if they didn't memorialize this grant, t

the opticns, you know, wouldn't be granted.

0, All right._ Do you have any understandi
as to what ;ole, if any,E: ' :]wOuld_have i
the mechan;cs of an option grant?

A. T -- no.

Q.. Okay. Ih other words, do you know why

is that this memo is from her as well as Ms. Heil
A. I honestly don't even know whoE:

is.

Q. &and then I would just like to focus briefly

L

on the last sentence of this first page where it

says, "ILf approved, please sign and return the

consent to me by facsimile,™ and then there is a fax

number.

it

nice

for

heh

ng

n

it

nen? .

_
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Do you see that?

A. Mm-hmm.

Q. So do you have a sense of whether or not --
first of all, do you know whether or not you signed
this document?

A. I assume I did.

Q. Okay. B2&nd, actually, I will turn your
attention, if you would, tc ~-- the last four digits
of the page would be B258.

" A. Yeah, I did.

Q. And is that your signatures, sir?

A. Tt is.

Q. And do you know whether or net you signed
this document on or about February 1st, 200172

A. I have no idea.

Q. Given that the document is dated February
lst, 2001, do you have any reascn to believe vyou
would have signed this document before February lét?

A. No.

hQ. Qkay.

A. But I den't recall.

Q. All right. 1If we could turn to the second
page of the document, and that's the one with the
Bates No. of 8%52. At the top it says, "Action By

Unanimcous Written Consent Of The Board Of Directors
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Cf Apple Computer, Inc.

Al

Q. .And what do you understand -- what do you
understand "unanimous written consent" to be?

A. The board approving something without

it

Do you see that?

Mm-hmm.

having a meeting.

Q. Okay. &and then, you see the date there of

January 17th,

A,

Q.

2001? Do you see that?

Mm—hmm .

And do you know why it is that this

document is dated January 17th, 200172

A,

Q.

I don't.

All right., If you'll go into the text a

little bit on this page that we're still on, 8952,

you'll see there 1s a section that -- there is a

heading that says "Sectiocon 16(b) Officer Grants."

A.

Q.

that begins with capitalized letters "Resolved, that
each person listed con Exhibit A is hereby granted an

option..

A,

-

Do you see that?

Yes.

And then you'll notice there is a paragraph"

Do you see that?

I do,

yeah.

10:16:23

10:16:31

10:16:47

10:17:14

10:17:25

10:17:36
49

Veritext National Deposition & Litigation Services
866 299-5127



Cbre |

10
11
12
13
14
15
16
.17
18
19
20
21
22
23
24

25

Q. And if you keep going there ——-well,
actually, let me read the whole pafagraph:
"Resolved, that each person listed on
Exhibit A is hereby granted an option under
the 1998 Plan to acquire the number of
shares of Common Stock listed opposite his
or her name at an exercise price equal to
the clesing price for the Corpdration's
Common Stock on the date of grant.".
Do you see that?
A. Mm-hmm.
0. And what do you unde;stand that paragraph
to mean?
A. That the exercise price will be set at the
closing price on the date oflthe grant.
Q. And based on this dogument, what do you
understand the date of the grant to be?
A, Jénuary 17th —--
Q. Okay.
A. -—— would be my guess.
E:: i] When you come to an
appropriate breaking point, ﬁaybe this will ke a
good time.

|3 j This is an appropriate time.

So we'll take a break.
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C T ceen.

THE WITNESS: Thanks.

THE VIDEOGRAPHER: Off the record at 10:18

a.m.

{Recess taken)

THE VIDEOGRAPHER: On the record at 10:42
a.m. Please begin.

BY‘E j

. Mf. Jobs, just first off, again, we do
appreciate you're taking the time to do this today.
And so again, if at any point you need to take a
break, I lose track of time, so just tell me Lo
stop —-

A. Thanks . -No --

0. -—- and I'11 afford you that opportﬁnity.

A. -- I appreciate that.

Q. And also, I do want to clear up during the

break the re?orter had noted that once or twice 1
refer;ed to this document that Qe're looking at as
Exhibit 1. It is, in fact, Exhibit 6, and it has
been my intention to discuss Exhibit 6 throughout.
Since it's the only document dealt with today, it
makes it easier, but T wili try tb avoid that
mistake in the future.

All right. So getting back to Exhibit 6,
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then,
attent

89s61.

A,

Q.

loocked

focus

that p
unanim

grante

A,

Q.

A,

Q.

testim

millic

A

includes manufacturing, logistics, as well as all of

sales.

if I could ask you, please, to turn your

ion to the page that ends in the Bates No.

Ckay.

All right. And that's something that we
at a little while ago, but I'd just like to
on it again then.

So it looks like in terms of this document
ur?orts to —-- or in the context of this

ous written consent, it looks like cone of the

es is Fred Anderson; is that correct?

Correct.

And who is Mr. Anderson?

Our Chief Financial Officer.

And if I understand correctly from your

ony earlier, it loocks like he was to get one

n shares under this grant; is that right?
Yeah, _
And the next one.isE: ::1 Do you see
I do.
And who is[: i j]

" [: ' :]ran ail of operations; That
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[Fbre]

Q. All right. Next we have[ j

Do you

A.

Q.

see that?

-

Yeah.

And sorxy to go back. [; :]also got- a

million shares; is that right?

A.

Q.

A.

Correct.

And[:_ :] who is he?

de was our Senior Vice President of

Hardware Engineering. BAnd he got a million shares.

Q.

A.

Okay. And next iS{: :]

r'-'
Yes. t. was our Senior Vice President of

Software and he alsc got a million shares.

A.

Q.

A

Q

Next is Ms. Heinen.
Nancy Heinen was our general counsel.
And she got 400,000 shares; is that right?

Correct.

And fina-llyE ]__. -
c 1
T Jow

And who was she?

It's a guy.
- 0Oh, sorry.
. E: ::]ran our applications division.
And looks like he got 400,0007?

Mm—hmm.
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0. And, again, I need to make you say "yes" or

no. Sorry.
4. Yes. Yes.
Q. All right. And, again, we talked about the
concept that in late 2000 you had agreement from the
board,  and I believe we talked about-it in the
context of the recipients of a million shares.

Do you recall thét from earlier?
A. Yes.

Q. Do you recall when it is, approximately,

you had agreement from the board that Ms. Heinen

“would receive 400,000 shares?

A. I don't. Sorry.

Q. Do you recall when you would have gotten
agreement from the board that Mr. -~ is it[j t]
again?

A. Mm—hrmm .
Q. -~ would have received $400,000 -~ or
400,000 shares?

A. Shares. 1 just don't remember.

Q. Do you know --
A. BAgain, I don't think the board was -- well,

I think we talked about mega grants a lot.
Q. Mm-hmn.

A. So, clearly,\the board knew about the
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one-million-share grants. They might have been

under the impression that I was going to give Nancy

enui[ t)a millioﬁ shares, toé; I don't really
recall. But, again, those were -- that was a minor
thing. The big thing was just the magnitude of the
million-share grants.

Q. And I hear what you're sayihg about the
number of shares being a minor thing. To the
extent --

A. Well, forEj j]and Nancy. I mean,
that's...

a. Fair enough.

With regards to Ms. Heinen and[j :]

then, do you know —- can you estimate for me
approximately when it was that you had agreement or
you thought there was agreement on the board that
Ms. Heinen would get the 400,000 shares?

A. I don't remember. The only thing T would
say is, agaiﬁ, as 1 said'before, it was my
understanding that I had approval from the board to
qgqo exécute these grant; by the end of 2000.

Q. Do you know when it was that the board
agreed that January 17th would be the -- January
17th, 2001 would be the grant date? |

A, I don't.
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Q. All right. 1I'm going to ask you to keep
that document sort of near you because I may go back
and forth to it a couple of times.

A. OQOkay.

[: t] But in the meantime, I'm going

to also mark ancother document aé Exhibit 57,
{(Deposition Exhibit No. 57 was marked for
identification)

THE WITNESS: Thanks.

BY[ ' j

Q. 1f ybu could just téke a moment to review
Exhibit 57, please.

A. Bure.

(Witness reviewing document.)
Mm—hmm.

Q. All right. For the record, Exhibit 57 is a
one—éage document that has a Bates number of
150AAPL0O0BY944. And this appears to be an e-mail of
December 8th, 2000 from_Fred Anderson. I'm assuming

that's to you. There is an e-mail of

A. That is my e-mall address.
Q. And do you recall whether or not you
received this e-mail on or about December 8th of

20007
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A. I don't.

2. Do yéu have any reascn to believe you did
not receive this e-mail?

A. No. HNo, I don't. -

Q. And the note -- or the e-mail says:

"Steve, herelare the current salaries and unvested
stock options for the executive staff.”
Do you see that?

A. I do.

Q. Do yvou know why.it is that Mr. Anderscn
would -- let me ask it this way: Had you asked Mr.
Anderson to research someﬁhing for you?

A. It is my habit to -- whenever i'm thinking
about doing compensation adjustments, to ask for a
simple summary like this.

Q. Okavy.

A.  So, vyes, I would guess that I asked him for
it.

Q. And do.you know, was this in the context of
the exeéutive grant that we've béen discussing?

A. It sure léoks.like it.

Q. Okay. And just to make sure I have a clear
record, why is it that you think that's the case?

A. Because it's the executive téam. I likely

asked Fred for -- or, you know, the current
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compensation status, maybe the salary, as well if we

were considering a cash bonus. I don't really

remember, but, you know, I think it was in that

context, yes.

0.

All right. And I think some of these

names -- if you could -~ on Exhibkit 6, I just want

~to just check something out. If you would also

bring Exhibit 6.

A

Q.

Yeah, they are the same people.

Okay. But I do have one guestion,

nonetheless, if you wouldn't mind -—-

A.

Q.

A,

Q.

Sure.
-~ looking at page 8961 of Exhibit 6.
Okay. Okay. Yep.

There is just one name that appears to be

different and that's what I wanted to ask about.

57

A.

Q.

A.

Q.

Ckay.

And, I'm sorry, to do this, but on Exhibit

Yeah.

—— pelow Ms. Heinen there is the name

]

Do you see that?

[:. ' :] On the e-mail.

THE WITNESS: You mean on this
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(indicating)?
BY[: _:]

Q. On that list.

A. Yes.

Q. Who is the --

AL (:T :] I had just recruitedE:

:]during the last yeér to -- I think it was
the last year, to join -~ the prior year, to join
Apple. AndE ]was headi-ng up our naissant retail
efforts; to open retail stores. And[: :]had
received a stock grant recently, so he was not
included in this.

Q. Had that decisién been made not to include
him as of December 8th, 2000, do you know, or did
that come later in time?

A. Well, I wouldn't have considered including
him because he already had a big stock grant when he
joined. And so his golden handcuffs were already
taken care of. I doubt that would have been an
issue at all.

Q. Now, again, earlier we talked about the --
that one element of this executive grant being.
retention and maintaining the stability of the
executive team. Do you recall when it was that you

communicated toc the grantees of this executive team
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grant -- when did you communicate to them that they
were going to be granted shares?
. I don't really remember. 1 think I talked
(:j -:]flrst, but I don't really remember when
it was.

Q. Okay. Do you know —-

A. Of course, I was anxious to have these guys

kﬁow, S0, .

Q. Right.

And again, then, do you know whether that
would have been before or after January 17th, 2001
that you toid[j :]

A. I would assume it was before, but I don't
really remember.

Q. And just sc I understand-the basis.of the -
assunption, why do you assume that?

A. Because I wanted to start off the year by
letting these guys know that the company was going
to take care of them. And you never know if
tomorrew somebody is.going to walk into your office
and resign.

Q. Fair enough..

Likewise, with regard te¢ Mr. Anderson, do.
you have a sense of whether you told him before or

after January 17th, 2060172
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A. T just don't remember.
Q. Given YOur testimony in regards to
communicating with[; i do you think it more

likely than not that you would have told Mr.
Anderson before January 17th, 20017

A. Yeah. Yes.

Q. Okay.

A. That would be nmy gﬁess --

Q. All right.

A. ~- but I don't recall.

Q. Fair enough.

And would your answer then be the same with

regards to the other grantees: E ]

[ Jeweanl ]

I just don't remember.
Q. All right. I'm going to hand you now then
what has been previously marked as Exhikit No. 1.

A. All right. Are we done with these?

Q. We are, sir.
A. (Witness reviewing document.)
Okay.

Q. And for the receord, Exhibit No. 1 is a
document, one-page document, with a Bates range of
150AAPL008965. And it appears to be an e-mail from

Nancy Heinen to you dated Jahuary 30th, 20661.
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Do you see that?

A. Mm-hmm. Uﬁ—huh.

Q. And the e-mail says, "Steve, there are 6;68.
million shares available for grant in the 1998
Executive Officer Plan."

Do you see that?

A. I do.

Q. Okay. So do you think that by January
30th, 2001 you had communicated to Mé. Heinen the
board's intention te¢ grant 4.8 million shares?

A, Ch, yeah.

Q. Do you know why it is, then, that Ms,

Heinen would be talking about these additional twe

million or so shares?

A. Well, as you know, the shareholderé have to
approve the putting of shares info a pool to grant
to employees of the company, and I assume that this
is the number of shares that are left in such a pool
befo;e it runs out and one would need to go to the
shareholders for additional approvals.

Q. Okay. ’

A. That's my assumption.

Q. ©Okay. And --

A. In other words, I don't think this had

anything to do with a grant, per se.
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perception that the board was acting inappropriately

Okavy.

Except to say that we have enough shares
to --

To cover the grant? .

To cover the grant.

Okay.. Fair enough.

So the next sentence'says, "To avold any

for insiders prior to Macworld announcements, I

suggest we use January 10, the day after your

Macworld keynote, at $16.653."

A.

Q.

of a discussion that Ms.

Do you see that?

Mm-hmm.

in

Now, earlier we discussed you had some sort

a grant in relationship to Macworld?

" A. Yes.
Q. Do you recall that feétimony?
A, Yes.
Q. Is this the e-mail to which you were
referring?
A. Yes, I think so.
O. Does this refresh vyour recollection.as to

whether or not you had any discussion with

Ms. Heinen about her concern about the timing of the

Heinen had a concern about
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grant in relationship to Macworld?

A. I don't recall talking with her about it,

Q. Now, focusing on the.part of the sehtence
that says "I suggest we use January 10th," do you
see that?

A. Uh-huh.

Q. And in terms of vyour understanding of the

process, was it up to Ms. Heinen then to propose a

grant date for option grants?

A. Well, thilis was the mechanics. I mean, I

sort of saw this process as there is a decision and

then there is the execution aﬁd then there is the
memeorialization. And so I waén't really involved in
the machinery to execute these things.

Q. Fair enough.

And again, I'm more trying to just get your

understanding oflthe.pfocess then.

A. Yeah.-

Q. In other words, was Ms. Heinen in this
machiﬁery to execute the process?

A. Yes, of coursé;

Q. And soc was it your understanding that it
was her iole to determine what the grént date would

be for an option grant?
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A. Well, yes, I mean, she might - vyes. 1
would have to say ves.

Q. And then woﬁld it be fair to say, then,
that as of January 30th, 2001 the date of this
e-mail —-

A.  Mm-hmmn.

Q. —-- that the grant date for this executive
team grant had not been finalized?

jMﬁl EHRLIC&!% Objectiocon; adain a.legal
ceonclusion about gran£ date.
THE WITNESS: Well, these questions abont

grant dates are somewhat beyond me. Again, my

recollection is that I had approval from the board.

to go implement these grants and, you know, by the
end of 2000, and I don't recall exactly what I did,

but I probably would have either verbally or

communicated in an e-mail to Nancy, here's what I'd

like to do.
And so in this e-mail, she is coming back

saying: I'm propdsing we do these on January 10th:

And I probably would have said fine.

oL 3

Q. Fair enough.
And if I understand this e-mail correctly,

she is proposing the January 10th date on January

10:58:08

10:58:22

10:58: 34

10:58:57

10:59:14

10:59:27
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30th, 2001; is that correct?

A. Uh-huh. That's my understanding.
Q. And, I'm sorry, I just want to make sure I
understand. If you go- further down into the e-mail

then, she writes "Below are the closing prices this

month."

A. Right.

0. And there is a set of closing prices of
dates. It looks like at the top, January 29th,

2001, going back in time to January 2nd, 2001.

Do you see that?

A. Uh-huh.

Q. Do you have a sense of why it is that Ms.
Heinen would be providing you with historical price

information for the month of January?

MR. EBRRLICH: Objection;

speculation.

THE WITNESS: Well, I will speculate.
wduld think it is because I wanted to get these
grants. out early in January and Nancy was advising
that we not do them before Macworlid.
was, I assume, trying to -- to suggest a date that
would avpid ény appearance of impropriety while
still getting the exercise price to the employvees

somewhat cldse to what it might have been had the

calls for

And so she

10:59:30
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Macworld concern voiced by her not existed. But

that's my guess.

o]

0. And sort of in this framework of options
being, in part, a retention tool, is the idea to try
to get a lower price so that there is the poteﬁtial
to maximize one's profits on the options?

A. You know, this has come up before. I havé
tq tell you, for these optiocns to bé worth anything,
the stock has to go up so much compared to a doilar
or two at the begiﬁning that that's —— that the
str;ke price is only important for, you know, sdrt
of -- I don't know. The stock price has to go up a
lot relative to any deltas in strike price.

And so if these guys were going to realize
the kind of money théy could make elsewhere by
staying at Apple; vou knoﬁ, they were going to have
te make tens of millions of dollars. These guys are
réally senior guys. Several of them, you know,
Cbuld be CEOs of a few big companies and.a few
medium-size companies. -

So for them to realize-tﬁat-kind of a gain
here, it's @ lot more than a small variation in a
strike price.

Q. All right. Let's move on to what's been

11:00: 514

11:081:07

11:01:29
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11:02:22

11:02:51
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marked previously as Exhibit Neo. 3.

A. T don't have that cne, right?

0. I'm going to give it to you. I'm sorry.

A. Oh, thanks.

Q. If you could take a moment to review
Exhibit 3.

A. I just lookeg at it.

Q. All right. And for the record, it's a

one-page document with a Bates No. of 150AAPLO0S973.

A.

Q.

Do you see that?
I do.

And this is -- appears to be a February 1,

2001 e-mail from Nancy Heinen to Fred Anderson.

A.

Q.

Do you see that?
Mm-hmm .

And I recognize that you're not a recipient

on this e-mail, but I just have one or two guick

guestions.
&. Sure.
The e-mail éays, "Fred: FYI, Steve agreed

Q.

to go with January 17th at $16.813 for ET option

grants.

I will get the board consent out as soon as

I receive the grant amounts.™

a.

Do you'see that?

Mm-hmm .

11:02:54

11:043:25

11:03:37

11:03:48

11:03:55
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Q. And, again, I need you to say "yes" or

A. Oh, sorry. Yes.

. All right. And so do you recall -- well,
first of all, do you recall how it is that the
January 17th grant date was ultimately selected?

A. I don't.

Q; Do you recall playing a rele in the
selection of that date?

A. T don't. Well, the only thing that
happened -- might have happened-would have been, you
know, Nancy proposing it and me writing back "“okay,"
or something like that. But outside of that, I
didn't have a role in it.

0. And I know I said I wasn't going té do this
to you, but -- you can look at 1t if you.want, or
just from memory.  When we loocked at Exhibit 1,

Ms. Heinen had proposed a grant date of January
10th.
Do you recall that?

A. From the earlier documents, I do.

- Q. So do you recall any back and forth after
Ms. Heinen had proposed the January 10th date?
A. Not that I was awaie of.

0. And earlier I believe you mentioned that

11:04:13

11:04:20

11:04:34

11:04:48

11:05:02

11:05:11
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you would generally direct Ms..Heinen té sort of
execute the mechanics of the grantp
Do you recall that?

A, Yes.

Q. So do you think it's possible that you
directed Ms. Heinen to execute that grant date of
January 17th?

A. My guess as to what happened is that Nancy
sent me a proposal and I said Qkay. "I think that
was the extent of my involvement.

Q. Okay. 8o then, do you think at some péint
in time Ms. Heinen would have sent you an e-mail
that proposed January 17th as the grant date?

E., I don't recall. I don't know how that was
settled on.

Q. All right. I'm going to hand you what's
been previously marked as Exhigit No. 4.

A. (Witness reviewing document.)

Okay.
Q. And fof the record, Exhibit 4 is a one-page
documeht with a Bates No. of 150AAPL0O08S77.
Do you see that?
A. TYes.
Q. A1l right. And this is an e—maii chain,

and I'm going to start on the bottom and work my way

11:05:13
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11:05:37

11:05:53

11:06:38

11:06:50
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up -

B.

Q.

Okay.

-- as e-mail tends to de. And so it

appears that the bottom is an e-mail from you to Ms.

Heinen on the 1st of February, 2001.

AL

Q.

Does that appear to be correct?
That looks like what it is.

All right. -And it looks like you wrote

"Please submit the following option grants, all to

vest at 25 percent per year over four years.”  And

then you identify Mzx. Anderson,E:

B.

Q.

i

Do you see that?
Mm~-hmm .

So when you mentioned earlier that you

would sort of communicate to Ms. Heinen to execute

the grant --

A,

Q.

Yes.

—-— is this the type of communication you

had in mind?

A,

Q.

A,

This would be a form of it, yes.
Okay.

T doubt if this was the first communication

relative to these grants.

Q.

Do you have a sense of when the first

11:06:53

11:07:00

11:07:13

11:07:27

11:07:35%

11:07:42
71

Veritext National Deposition & Litigation Services
866 299-5127




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

communication relative to those grants wﬁuld have
taken place?

A. I think in early January.

Q. Early January?

A. Because if the logic of the.situation is
that if Nancy said we shouldn't do it before
Macworld, thén cbviously she knew about it.

Q. &and in terms of ﬁhe communication in early
January —-

A. Mm-hmm.

0. -—- assuming that's when thé first
communication happened, would it be fair to say at
that point, though, you would nof have communicated

a grant date of January 17th?

A. No, I wasn't inveolved in that.
Q. Okay.
A, I mean, I think the ohly reason Nancy, you

know, even proposed things, that I was even in the
loqp on that, was becausé these grants were to.the
executive team. People that worked directly for me.
Q. . Okay. All right.
Do you have a sense —— now. that we've
looked at a few more e-mails, do you have a sense
when relative to this Febfuary 1st date, February

1st, 2001, that you might have communicated to these

11:07:44

11:07:49

11:08:16

11:08:24

11:08:39

11:08:59
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grantees tﬁat they were going to receive a grant?

A. I just don't remember . _

[j’ | -:] I'm geoing to mark thié. This
is a new exhibit and it will be marked as Exhibit
58.

{Deposition Exhibit No. 58 wés marked for
identification)
THE WITNESS: Thank you.
(Witness reviewing document.)
Ckay.
BY[ | ___]

Q. And, again, bhecause e—mails sort of go —-
well, actually, I'll start by identifying. Exhibit
58 is a one-page document. Unfortunately, the
number is cut off, but I will represent to everyone
here, and I can provide new copies'later, that the
Bates No. is 150AAPL009006.

Aﬁd, again, because e—méils ~-- I'm going to
kind of go from the bottom to the top.
A. Sure.
0. It looks 1ikelthere is an e-malil from you
to fo your knowiedge, was that
Mr. Anderson's e-mail address? |
A It was, yes.

Q. And it appeais to be an e-mail dated

11:09:03

11:09:18
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February 6, 2001. Does that secem right to you?

A. That's the date that's on the e-mail, yeah.

Q. And you write:

"rFred: BAs a follow-up to our conversatieon,
your new options'on one million shares will
be dated.January 17,'priced at $16.813 per
share, and vest annually over four years.
Steve."

Do you see that?

A. I do.

Q. Do yeou think, then, that this was the first
time that you had communicated the details of this
grant to Mr. Anderson?

A. No.

Q. Okay. Do —-

A. It says that here in two places.

Q. Right. "As a follow-up to our
conversation, " right?

A. Yes. And then again up on top, where he

says, "Once again, T appreciate this additional

grant."

Q.

Okay. Do you know, then, why it is that

you sent Mr. Anderson this e-mail on February 6th,

20012

A.

Yeah. I think just as a sort of a, you

11:10:37

11:10:47

11:11:02

11:11:09

11:11:21

11:311:32
74

Veritext National Deposition & Litigation Services

866 299-5127




10
11
12
13
14
.15

16

17

18
1°
20
21
22
23
24

25

know, memorialization of it. 1It's a chance for me

to put it in writing and, you know, tell them they

can keep this e-mail, know that they got it. I

would assume

executive --

0. And

mention that

I sent this out to everybody on the -
you know, one each to everybody.
you astutely pointed ocut that you

it's a follow-up to a conversation.

A. Mm—hmm.

Q. Do you think that this was probably the

first -- or do you think that this was the first

written communication to Mr. Anderson about the

grant?
A. ©Oh, I have no idea.
Q. Other than you, is there anyone else at

Apple that would have written or would have had

responsibility to write to[: _ f]—m-Mr. Anderson

or the other

received the

grantees and inform them that they had

options grant?

A. Well, the legal department might have, but

these folks work for me. So it was a good

opportunity for me to communicate to them what they

were getting in a formal way.

Q. Do you have a sense of how long after the

this e-mail?

' conversation you had with Mr. Anderson that you sent

11:11:35

11:11:56

11:12:05

11:12:18
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11:12:58
75

Veritext National Deposition & Litigation Services
866 299-5127




10
11
12
13
14
15
16
17
.18
19
20
21
22

23

24

25

A.

when my

Well, that's just another way of asking me

conversation with Fred Anderscn was, which I

told you I don't remember.

Q.

Sometimes I am successful at jogging -

memories, other times I'm not, and this is one cof

theose.

A.

Q.

Listen, I'd tell you if I know.

All right. Just one other document then

I'l1l show ycu here.

This is a document that's been previously

marked as Exhibit No. 7.

A,

Q.

that Ms.

A,

Q.

record,

[Witness reviewing document.)

All right.

Just briefly, I know that we've discussed
Heinen was general counsel at Applé.

Yes.
-But if.you look at Exhibit 7 —— and for the

Exhibit 7 is a document, a so-called

Certificate of Secretary, and it bears a Bates range

of 150RAPL08999 through 9001.

First of ‘all, at the bottom there it says:

Nancy Heinen, Secretary.

Do -you see that?
I de.

What was -- well, I guess, was Ms. Heinen

11:12:58

11:13:07

11:13:24

11:13:53

11:14:05

11:14:20
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the sécretary of Apple in the 2000 timeframe?

A.

Q.

responsibilities as secretary was?

A,

Q.

I guess so.

Do you have an understanding as to what her

I have no idea.

Who at Apple would know what her

responsibilities as secretary were?

A.

Q.

Well, she would.

Okay. I guess —— you were on the Board of

Directors of Apple; is that right?

A,

Q.

Yes.

And did you have an expectation as to what

the corporate secretary's role would be vis—a-vis

actions of the board of directors?

A..

Well, among -—- I mean, 1 hohestly don't

really know, but I would assume that they take

minutes.

Q.

And do you have an understanding as to

whether or not the secretary should accurately take

minutes?

Well, T would hope that they do their best.

Okay. I mean, I know the guestion seems

Yes.

_— but I do have to ask it.

11:14:26
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And why is it thét you would hope that.they
would do their beét?

A. Why would I hopé they would do their best.
Well, we produce minutes ¢f our board meeting and-
one would like them.to be accurate.

Q. bo you kncow whether or not the signature at
the bottom of Exhibit 7 is Ms. Heinen's signature?

A. I don't. _Sorry.

0. It looks like this document at the bottom
there was executed on February 6th, 2001.

Do you see that?

A, Yes.

Q. Okay. Do you know why it is if this grant
or if.the UWC was executed by the board on January
17th that Ms. Heinen would wait until Februéry 6th
to complete the secretary certificate?

A. I have no idea.

Q. All right. Handing you what's been
previously marked as Exhibit No. 47.

A. Thank you.

{Witness reviewing document.)
Okay.

0. All right. Again, this appéars to be a

memo or a document that's dated May 10£h,'2001.

And, incidentally, Exhibit 47 is not a document with

11:15:27

11:15:39
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a Bates number.
A. Okay.
Q. And it's to-several individuals.
Again, do those individuals compose AppLe's
Board of Directors 1in the May 2001 timeframe?

A. I think so.

Q. And, again, this is fromE ]and Ms.

Do you see that?

a. I do.

Q. And then it locks like it was copied to Mr.
Anderson? .

A. Yes.

Q. Do you know why it is or do vyou have a
sensé as to'why it weould be tﬁat Mr, Andersén would
ke copied on this document?

A. I don't, -but it involved the acquisition of
PowerSchool, maybe thét's why; I'm not really sure.

Q. Al right. And then there.is -~ in the
middle there is a part, it's kind of dark, it loocks
like it was probably highlighted in fhe original.

A. Ckay.

Q. And I'm going to represent to you,.beCause
we've had people go through the exercise of figuring

out what this says, that it says, "Options granted

11:17:48

11:17:57
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11:18:10

11:18:46
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outside this process may result in an earnings

charge for any difference between the grant price

and the price as of the monthly approval date."

Do you recall, was there any discussion in

the May 2001 timeframe among Apple's board members

as to the accounting treatment for options?

A.

Q.

None that I recall.

Did you ever have a discussion that you can

recall with Ms. Heinen about the reasons for such an

earnings charge?

B.

Q.

Not that I can recall.

Do

you recall ever discussing with anyone

at Apple the reasons for such an earnings charge?

A,

Q.

Not that I can recall.

And I would expand that not to just Apple

employees but any members of Apple's Beard of

Directors.

In other words, do ycou recall ever

discussing with them at the board level the reasons

for the earnings charge?

A.

I don't.

C

.:] Can we -- I'm assuming that

vou're excluding conversations within the last

year

THE WITNESS: - Right.

E:-

t] -- and you're referring to

11:18:59
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conversations around May of 2001.

L 1=C

have danced close tc that line.

Q. And it's certainly not my intention,

it my desire to elicit any conversation --

A. Yeah, no, it's just funny.
Q. -- you've had with counsel.
A. I've had a lot of conversations about

options this last year.

Q. I imagine you have on many occasions.

certainly the ones. with your lawyers are not the

ones I'm talking about.

A. Yeah, no, I understand.

Q. And -- actually, that's the only guestion 1

have about this document.

A. Okay.

Q. I'm at sort of a logical break point, but

we haven't been going a full hour.

A. Let's just keep going.

Q. Keep going? Okay.

I'm going to show you what's been

previously marked as Exhibit 44.

record, while you're reviewing that,

Exhibit 44 is a document with a Bates WNo.

.lraises a

valid peint, and I think this is the first time I

And for the
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KPMG/BPPLE/SEC046070 through 046075.

11:21:13

A. {(Witness reviewing document.)
Okay.
Q. Just as a general matter, are you familiar
with this letter or one like it? 11:21:53
A. Ts this what's called a rep letter?
Q. Well, that's what I was getting at. Do you
understand this to be what is referred to as a rep
letter?
A. VYes. 11:22:01
Q. And it looks like it's one dated October
16th, 2001; is that right?
A, That's the date.
¢. Okay. And if you'd look at the last page,
the one with the Bates number of 46075. 11:22:13
A. Mm-hmm,
0., Is that your signature ﬁhere, Mr. Jobs?
A, Tt is.
G. Do you have an understanding ~- or what was
your undetrstanding in October of 2001 as to the 11:22:22
purpose of a letter, a rep letter?
A. My understanding was that this was to
represent to the auditors that we were fully
disciosing relevant informa?ioh to them that was
required for them to éarry out their job. 11:22:42
82
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Q.

general

And do you have an understanding of the

process at Apple, in other words, what had

to be done at Apple in order to prepare this letter

" and send it to the auditors?

A.

o

0.

No.
E:— | :] Ckay.
{Whereupon the reporter read the reéord'as
follows:
"Question: Do you have an ﬁnderstanding -=
or what was your understanding in October
of 2001 as to the purpose of a letter, a
rep letter?
"Answer: My understanding was that this
was to represent to the auditors that we
were fully disclesing relevant inférmation
to them that was required for them to carry
out their jobk.")

]

And by "carry out their job," do you

understand what that means in this context? What do

you understand it to mean?

A.

Q.

Perform their auditing functions --
Okay.
-- would be my...

All right. ©On the first page there is a

11:22:46

11:22:55

11:22:21

11:22:38
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11:23:37
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number 1 there.
Do you see that?

A. Yes.

Q. And it 5ays, "The financial statements
referred to above are fairly presented in conformity
with Generally Accepted Accounting Principles."”

A. Mm-hmm.

Q. Do you see that?

A. I do.

Q. Do you have an understanding -- and, again,
I know you're not an accountant, but do you have a
general understanding as to what Generally Accepted
Accounting Principles are?

A. Not really.

Q. ©Okay. Do you have an understanding as to
why it is that Apple's financial statements sﬁould
be fairly.presentéd in conformity with Generally
Accepted Accountiﬁg.Principles?

A. Yeah. There needs to be some standards so

everybody follows the same standards.

Q. Fair enough.
And do you understand ~-- or do you have an
understanding —~ let me start that again.

In 2001, October, did you have an

understanding as to what the relationship between

11:23:39

11:23:44

11:23:51
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11:24:25
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this management representation letter was and any

public filings that Apple might make about its

finances?
A.
0.

down, No.

A..

Q.

Not really, no.

All right. If you look at the next number

2, and then there is a letter B there.

Do you see that?

Yeah,

mm—hrmm.

And it says, "All minutes of the meetings

of stockholders, directors, and committees of

directors
meetings

prepared.

A,

Q.

would be

A,

minute ago,

!

or summaries of actions of recent

for which minutes have not yet been

m

Do you see that?

I do.

Do you know why it is that that information

communicated to Apple's auditors?

Outside of the general answer I gave you a

no.

0. ©Okay. BAnd then if you could jump forward

to page 46074.

A,

Q.

Okay.

And specifically at No. 27.

Do you see that?

Yep.
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Q. It says:

"We affirm that stock options that are
granted through the Company's approved
stock option plans are grénted at fair
value at the date of grant. The Company is
responsible for determining the assumptions
used in the Black-Scholes option-pricing
model uséd to determine the fair value of
options grants. The Company used the best
information available to determine those
assumptions.”

Do you see that?

A. I do.

Q. Do ycu have an understanding as to_why that
information would be communicated to Apple's
auditors?

A. The Black—Schoies option-pricing models?

Q. Well, actually, we can break it down.

First, the affirmation that cptions are granted at

' fair value at the date of the grant.

"A. I mean, I've since learned some things in
the last 18 months; but at this point in time, I
didn't understand that, no.

Q. Okay. And, ggain,fjustlfor the sake of it,

again excluding any conversations you'we had with

11:25:29
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11:25:50

11:25:55

11:26:10

11:26:30
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counsel then --

A. Yeah.

Q. -- I take it, then, it's your testimony
that at least in Octocber of 2001 you did not have an
understanding as to why you would -- Appie would
represent to its éuditors that options were granted
at fair value at the date of the grant?

A, Yeah, I don't —— I don't understand that.

I don't underétand why. But.in any event...

Q. Generally, though, did you have an

understanding that it was important for Apple to

communicate accurate information te its auditors in

connection with the audit?

A, Yes, absolutely.

Q. Okay. All right. Moving on a little
farther into the year, do you_recall that later on
in the year 2001 Appie's Board of Directors had
approved an options graﬁt for you in the amcunt of
about seﬁen and a half million shares?

'Af I do.

Q. Okay.

E: ' ' Actually, you're moving

backward in the year.

: E::' -:] I'm moving backward and then

forward.

11:26:32
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Q. All right. BAnd do you recall épproximately
"when in 2001 it was that Apple's board approved an
options grant of 7.1 million shares?

A. This ié the August grant --

Q. Okay.

A. -- right? Is that the one?

Q. Well, I'm going to aveid characterizing it.
I'm just trying to get your memory then.

A. Well, my memory, if it's the one you're
talking about, which I think it is, was August of
that year.

Q. And do you have a sense of why you think
that grant was in August?

A. Because the board approved it in August.

Q. .Okay. And prior to the board's approval of
this grant to you, was'thefe a negétiation process
that you went through with the company or members of
the board to work on this grant, for lack of a
better way to put it?

A. Yeah.

Q. Could you just tell me a little bit about
the pfocess of how this all came to be?

A. Well, it was a tough situation, you know,
It wasn't so much about the money, because a ve?y

small percentage of my net worth is from Apple.

11:27:50
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Q. Okay.

A. _Bqt everybody likes to be recognizgd by
their peers, and the closest that I've got, or any
CEQ has, is.their Board of DPirectors. And as wé've
seen in‘the discussions of the past hour, I spent_a
lot of time trying to take care of people at Apple
and to, you know, surprise and delight them with
what a career at Apple could be -- could mean to
them and their families. And I felt that the board
wasn't really doing fhe same with me.

Q. Right.

A. .Sp I was hurt, I suppose would be most
accurate word, and, you know, fhe board had given me
some options, but they were all underwater. They
weren't underwater necessarily because of 6uf
performance, but, you know, the bubble had burst in
the dot-coms, and here I had been working; you know,
I don't know, four years, five years of my life and
not seeing my’family very much aﬁd étuff, and I just
felt like there is'nobody looking out for me here,
you know. |

0. Right. oOkay.

A. :Sé I wénted them to do something and so we
talked about it.:

Q. Okay. I think I haﬁe an understanding of

11:29: 07
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what an underwater opticn is, but just to make sure
everyone 1is operatiné from the same playing field,
could you describe for me what you understand it to
be? . | -

A.?.An option whose exercise price is higher
than the market price.: Is that right?

Q. That sounds abeout right.

A. YeS. i

Q. I just wanted to make sure I'm going with
what your understanding is.

All right. And so in this context of the
work you were doing for Apple, and you mentioned not
seein@ your family a lot and --

A. I thought I was dcing a pretty good job.

Q. Right. And so I assume you'communicated
that to members of Apple's board?

A. Yeah.

Q. And I guess did that -- I mean, how did you
go about communicating that at first?

R. I don't really remember. My guess 1is that
I probably talked toE: - '::]about it.

Q. .And did you -- when you first discussed

this with[:- j]l mean, was it -- in other

words, was the discussion in the context of an

options grant as a way of recognizing you for your

11:30:49
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work or did the whole concept of the grént evolve
over time?

A. T don't remember, but I assume it was 1n
the context Qf an options grant right from the
beginning, is my guess.

Q. And when do you think it was that you first
spoke with[ jabout this?

A. I don't remember.

Q. And using August.pf 2001 as the timeframe,
do you know if it was a matter of weeks or months or
YEears befére that that you might have discussed this
first with[ ) j

A. ©Oh, gosh. I think it all occurred within
that year.

Q. Okay.

A. But I could be wrong. But I think it all
occurred in that year. |

Q. And -- well, first of all, did you discuss
the idea of this options grant with other members of

Apple's board in the 2001 timeframe?

A. Probably £ ' 'i" _:]-_
Q. SO[ . J.ande . jis that

correct?
A. Yeah.
Q. Anyone else?

. 11:31:51
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A. I don't rememberﬁ

Q. And, again, I kind of want to get you to
characterize how the conversation went in the sense,
did you make some sort of proposal and everyone
says, yes, that sounds great, oOr was this something
that was negotiated over time?

A. ©No, it was -- it was -- well -- it was sort

of a painful period, so I probably don’'t remember as

much as I might otherwise. But it dragged on bkefore
August. It was, you know, months, as I recall, Just
faintly.

and then even after they approved the grant

in August, there was some discussions around the
vesting schedule because.;‘d felt that I'd worked
for a 1§t of yearé and some of that ought to be
reflected in some of it being prevesteéﬁ!

The other discussion around that timeframe
was that 1'd already had this 20 million option
share grant that was underwater and I wanted to

return it to the company, because I'm not a piggish

kind of guy, and 20 million shares was a lot that

could be redistributed to other employees. And so
my question was could we,:in essence, trade my 20
million share grant for a seven and a half million

share grant, which I think turned out not to be
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possibkble.

Q. You mentioned in your answer part of a
process that took pla;e before.August of 2001 and
part of a process that took.place after August 2001.

A. Well, again, to my -- in my mind, the board
of directors approved that option in August of 2001.

Q. Okay.

A. There waé vesting-schedule discussions
after that, but the amount and the béard approval
was approved in August, to the best of my
understanding..

Q. Fair enough.

"And do you think that the grant date for
the grant had been approved in August?

a. Again, we didn't work that way. Nébody
talked about grant dates per se.

Q; All right. And I take it the same would be
true then for the strike price?

A, .Correct.

0. T think you had used -— I think you had

'said something to the effect that the discussions

had dragged on for a while. Again, I don't want to
mischaracterize your testimony. Do you recall
saying something to that effect?

A, Yeah.
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0. And what do you mean by the discussions

dragged on? And let me withdraw that.

What were the nature of the conversations

you were having with some board members, at least,

such that it came to be that you felt like this

conversation was dragging on?

-
C

i] This is pre-August?

’ Pre—-August. Thank you.

THE WITNESS: I don't really remember.

remember discussions surrounding giving back the 20

million shares and -- I don't really remember.

gY[I :j

Q. Okay.

A. I mean, others, like[j :]cyr[:

jmight remember more than I do, but...

0. And then I believe you mentioned that there

were scme discussions after August 2001 that had to

do with vesting?

A. Yeah.

Q. Were there -- I'm going to set vesting

aside for one second.

A, Mm—hmm .

Q. Were there any other elements of this grant

that you recall discussing with board members after

August 20017

I
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A. Not really, no. I mean, to be honest, I
was —- I just wanted to forget about the whole .
thing, you know. In a way, when you have a bad

experience, you just kind of move on, so... -
Q. And you've alluded to this, and if I couid

Just get yveou to sort of.summarize it for me then,

what were the issues regarding vesting that you

discussed after Rugust 20017

A. I wanted some of it to be prevested.
Q. And what does "prevested" mean?
A. It means that there is no vesting schedule

on a certain percentage of it.

Q. Okay..

A. And my understanding was that the way it
ended up was that 25 percent was prevested.

Q. And ﬁhis concept of prevesting, was that
something that was easy to resolve or did this

involve ongoing conversation or negotiation with the

board?
A. I don't really remember. I remember
discussions, a few discussions, with[: :]

but I don't really remember.
O. Do you remember what the nature of thoese
discussicns were?

A. No. Prevesting, I assume.

11:36:54
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Q. Let me ask it a different way.- In terms of
what it is that you were hoping to get out of the
prevesting, did[: 5 ::}appear to ke onboard
Qith you or was it sort of a back-and-forth, where
he pushed back and said, no, I don't like that idea,
I want sdmething else?

A. Yeah, T wish I had a transcript of our
conversations. I just don't remember.

Q. Okay. Would the same be true about any

conversatioﬁs you may have had witil[:' :] .
then?

A. Yeah.

Q. You just don't remember?

A. Yeah,

Q. Okay. And I guess -- you know, the idea

isn't to get vyou to re;ive an unpleasant point, but
when ybu say that ﬁhe process was palnful, I guess
what I'm trying to get at, was also this.process of
negotiating the g;ant painful, or were you referring
more dJenerally to:the notion that you weren't
feeliné recognized by your peers?

A. Yeah, the latter.’

Q. Okay.

A. I mean, you know, I'd wished they had come

to me and said, "Steve, we've got this new grant for

11:38:09
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you," without me having to suggest anything or be
involved in anything or negotiate anything. That
would have been much better from the company’'s point
of view because it would have made me feel better at
that time.

¢. Fair enough.

Dc you recall approximately when it is
that, whatever issues there were about the vesting
of this granf -

A. Yeah.
0. ~-- when those were resoclved or finalized to

your satisfactien?

[:. : i] If ever.
'[:' ' :] If ever. Fair enough.

THE WITNESS: I don't think they were
resolved to my satisfaction, but I think they were
resolved a few months later. I don't really
remember when.

BY [: _ :]
' Q. A few mbnths. Then a few months after
August.2001?

A. Yeah.

Q. Do you think it was before 2002 or was it
still in the 2001 timeframe?

A. My guess is it was in 2001.

11:39:00
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(:‘ Tt] We are actually again at a

logical break point and we also only have five
minutes oﬁ our tape, so 1t's probkably good to go off
record.

THE WITNESS: Okay.

THE VIDEOGRAPHER: This dces mark the end
of video No. 1 in the deposition of Steve P Jobs.
The time is 11:40 a.m. and we are off the record.

(Recess taken)

THE VIDEOGRAPHER: We are on the record at

11:58 a.m. This marks the beginning of video No. 2

"in the deposition of Steve P Jobs.

Please begin.

Q. Well, the goed news, Mr. Jobs, I'm almost

at the end. The bad news is I won't promise you how

long it's going to take me because that's always a
recipe for not living up to:a promise, but we're
getting there.

A. Thanks.

0. So with that, this is Exhibit 51. This is
a rather lengthy documént. I'm going to ask you to
Just casually review it rather than gb through all
the pages.  And it's a document with a Batés range

of 150AAPLO04056 through -- well, actually through

11:40:13

11:40:21
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4240.

It appears, at least on my copy, there were

some extraneous documents attached at the end. So

if you guys will just take a look quickly. Anything

that's not Bates—numbered should not be part of that

exhibit.

E:: ' j] This ends in 4241.

MR. EHRLICH: So does my copy.

[: _i] 4241. Okay. .Great. So the

extraneous coplies are only part of my set,

All right. If you locck at the document --

Q.
I'll give you a moment. I™'m sdrry.
A. That's okay. I get the gist.
Q. And the gist, then, is -- do you have a

generél understanding of what Exhibit 51 is?

A.
Q.
A.

Q.

I'm not really sure.
Okay.
Is it presentations at a board meeting?

Let me go to the first page. If you want

to look at the very beginning of the document.

A.

Q.

Sure.

There is something there that's stamped

Apple Board Book, 11/13/01.

A.

Q.

Mm—-hrmm .

Do you see that?

11:59:22
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11:59%9:50

12:00:06

12:00:30

12:00:39
99

Veritext National Deposition & Litigation Services
866 299-5127



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A,

Q.

Okay.

Yeah.

Here on this page?
On the very first page, I'm sorry.

It says "Apple Board."™

11/13/017

and then if you go to the second page, the

one that's 4057 --

A.

Q.

Mm-hmm .

-- it says, "Apple Computer, Inc., Board of

Directors Meetings, Tuesday, November 13th, 2001.%

A.

Q.

Do you see that?

Yes,

I do.

Does that help give you a better sense of

what this document is?

A,

back I don't really -- it looks like an amalgamation

Not really because all the stuff in the

of stuff, but I don't feally know.

Q.

Do you recall whether or not the Apple's

Board of Directors met sometime arcund November

13th,

A.

Q.

20017

Okay.

I don't remember.

Do you know, as a general matter,

prior to meetings of Apple's Board of Directors,

whether materials are circulated for the board

members to review in anticipation of the meeting?

12:00:40
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Al Yes.

Q. Okay-

And,

again, focusing maybe on the

earlier part of this document rather than the latter

part, I mean, does this appear to be the type of

materials that would be circulated to Applefs board

members prior to a board of directors meeting?

A. I don't know.

0. Ckay.
couple of pages
would be 4059.

Do you

A. Yep.

©. And at

A. Right.
Q. Do you

A. I do.

Q. Is that

Well, then, let's skip forward a

to -- at the bottom of the page it
see that?
the top it says, "Board of Directors

see

that?

is that similar to a document

you've seen before that would be circulated in

anticipation of a board of directors meeting?

A, it —--

Q. Let me ask a better question. I'm sorry.

A. This locks like a board of directors

agenda.

0. All right.

12:01:39

12:01:48

12:02:12

12:02:23

12:02:31

12:02:42
101

Veritext National Deposition & Litigation Services

866 299-5127




10

11

12

13

14

15

16"

17
18
19
20
21
22
23
24

25

A. "And I would assume 1t was circulated before

the board meeting, but I don't really know.

Q.

circulate

A.

Q.

B.

Q.

Was there a habit or custom at Apple to

Yes.

Yes.

-- these agendas before board meetings?

Yes.

And was it Apple's habit or custom to put

the date or dates of the board of directors meetings

in the agenda?

A.

Q.

I don't know. I would assume s0o.

QOkay.

In other words, do you have a sense

of what this November 13th, 2001 date at the top of

page 4059 1is supposéd to represent?

L. Well, I assume it's the date of the meeting
since it's repeated in the —- in the -- right below
the first -- second horizontal line.

Q.' Ch, I see.. Where it says at 8:00 a.m.?

A. fes. I assume that's when the meeting was.

¢. COCkay. And then, as a general matter, what

is the purpose of this type of an agenda for a board

of directors meeting?

A,

Well,

so that the directors know what the

agenda is going to be.

Q.

Okay.

Tf you would move forward one or two

12:02:42
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pages to the page that is
A. Mm-hmnm.

Q. Do you see that?

page 4061.

A. I do.
Q. And there 1s an entry at 12:15 p.m.
saysﬁ Administrative notes.
Do you see that?
A. "Administrative Items."”
Q. Oh, excuse me. Yes. "Administrative
Items.ﬁ
And in the next column it says, "Nancy

Heinen, Senior Vice President, General Counsel and

Secretary."

Do you see that?

A. I do.

0. And that's under a column that says

"Sponser/Presenter™; is that correct?

A. Yes.

Q. And what's your understanding as to what

the speonsor or presenter is?

A. 1T have reallY'never seen that before or

noticed it. Well, I assume Nancy would bring

forward before the board some administrative items.
0. And here it looks like, at least from --

A. Approval of the minutes, as you can see

and it

12:04:09
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here.
Q. Okay. And that's actually what I was
getting to next.

It says, "Approved minutes August 29, 2001

A and F."
Do you sée thaﬁ?
aA. Yes.
Q. Do you kﬁow what "A and F" means?

A. T wouid guess that it means Audit and
Finance Committee.
0. And then the next one is August 29, 2001
and it says, "BOD."
Do you see that?
A. Yes.
Q. And is that the board of directors?
A. I would assume that's the board, yeah.
Q. And then you héve some entries for October
16th, 2001, A and F again.
Do you sée that?
A. Mm-hmm.
Q. And then for August 16th, 2001 it séys,
"Comp." |
Do you see that?
A. Yes.

Q. And what is “comp"?

12:05:02
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A. I assume it's the Comp Committee.

0. And then finally, "QOctober 19th, 2001,

comp. "
Do you see that?
A. I do.
Q. And just.as a mechanical matter, what was
your understanding —- or what was it in 2001, at

least, what does it mean to approve the minutes of

these meetings that are enumerated here?

A. What does it mean? Well, I assume it means

that the people that wefe at thesé maetings think
that they were an accurate representation of what
was discussed at such meeting.

Q0. Okay. And was it common or uncommon at
Apple Board cof Directors meetings to apprové the

minutes of meetings of Apple's board's committees?

A. I don't know. That's a good question. It

was common to approve the minutes of prior board
méetings, but maybe the committees, too; I don't
know.

Q. All right. I'm going to ask you to skip
fofward a bit in this book to page —- excuse me.
have written it down wrong.

To page 4223. 1It's toward the end of the

pécket, if that's any help.

I
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A. 4223. 1'll get there. 1I'll get there.
All righty.

Q. All right. And this says —-- the document,

.at least at the top, appears to be "Minutes Of A

Meeting Of The Board Of Directors Of Apple Computer,
Inc., August 29th, 2001."
Do you see fhat?

A.‘ Uh-huh.

Q. All right. And do you have a general
recollection as to whether Apple's Board of
Directors did in fact meet on or about August 29th,
20017

A. I don't Kknow.

Q. 1If that'é identified in minutes, wguid it

be your assumption that that's an accurate

statement?

A. Well, what I have since learned in the last
yéar surroﬁnding events at this time wouldn't
necessariiy reassure me of that.

Q. Okay. Let's go on to the following page
then, the page identified -- or Bates No. 4224.

Are you with me on that?
A. Yes.
0. All right. ﬁnd there is -- about midway

through the page there is a heading "Executive
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Session.”
Do you sée where I am?

A. Yes.

Q. And it says:

"Mr. Jobs and management departed the
meeting so that the outside directors could
meet in an executive sessicn. Subsequent
to this session, Ms, Heinen was advised
that the Board had granted Mr. Jobs a stock
option under the 1998 Executive Officer
Stock Plan to purchase 7.5 million shares
of common stock. The exercise price of the
option will be today's closing price for
the Corporation's Common Stock." |

And theﬁ there is a resolution there.

Do you see that?

A. I do.

Q. Earlier today we talked about fhé board
having granted you -- having made a granﬁ of about
seven and a half million optidns in'August.

Do you recalllthat?

Af Yes.

Q;”_Looking at this, then, do yoﬁ believé that
that grant -- that the boarq granted those options

to you on August 29th, 20017

©12:08:40
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A. That's the way it looks.

Q. Okay. And looking at that paragraph we
read then, is it vyour understanding that the
exercise price for that seven and a half million
shares would be the closing price of Apple's stock
on Augﬁst 2%th, 200172

A. That's what it says.

Q. Okay. And I just want to confirm that
that's your understanding as well arnd not just what
the ddcument says.

A. That was my understanding.

Q. ©Okay. &nd if you would -—- I hate to make
you leaf back and forth. Sofry té'make you do this.

A. It's ckay.

.Q. If you go back to the agénda we were
looking at at the very beginning, page 4061 ——

A. Yep.

Q. -- under "Approving Minutes," it appears to
bé that there was an August 29, 2001 BOD.

Do you see that?

A,  Yes.

Q. So then, do you have an uﬁderstanding as to
whether or not at this Novembér board meeting the
minutes of the August 29th, 2001, whether thqse

minutes were approved in November?
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A. I would assume so. They're atfached here.
So I wbuld assume So.

Q. Then is it your undersﬁanding, goeing back
again to 4223 then, and the page after it, the
minutes of the August 29th 2001 meeting —-

A. Yeah, just a second here. 42237

Q. Yes, 4223 and 4224. -

A. Qkay.

Q. Okay. Then is it your understanding that
these minutes accurately depict an action of ﬁhe
board of directors on or about August 29th, 20017

A. Yeah.

Q. Do you recall -- I am assuming, but correct
me if I am wrdng,.at some point the board would have
notified you that they had approved this 7.3 million
share grant?

A. Yeah.

0. Do you recall when in relationship to the
August 29, 2001 date the board notified yéu of this?

A, I don't. My guess would have been at that
meetir.i'gir but I don't recall.

Q. And I noticed in these minutes it locks
1ike you were excused for part of the meeting,
presumably for the discussion of this grant?

A. I would assule sO.
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Q. And that's because you wouldn't vote on a
grénf to yourself; is that right?

A. Wéll, you know, it alse leaves the ocutside
directors to debate.and things like that without _
feeling fettered by me being in the room.

Q. Okay. If I can have one moment here.

(Pause in the proceedings)

A. We're still on this document?

Q. We are.

211 right. I think I don't have anything
more on that document.l So thank goodness I didn't
read the whole long thing to you.

And, again, before I get to the other
document then, we talked about this a little earlier
today though, but it was your understanding then
that the board had approved these options to you on
August 29th, 2001; right?

A, Yeah.

Q. Okay. But I believe you mentioned that

there were some discussions that went on after

August about vesting and other --

A. Correct.
Q. —— or vesting as an issue; is that right?
A. Yes.

Q. All right. Then I'm also going to hand you

12:12:22
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what's been marked previously as Exhibit 42.

A'.
0.

document

Okay.
and, for the record, Exhibit 42 is a

that bears a Bates range of

KPMG/APPLE/SEC006153.1 through 6153.3.

A.

Q.

Got it.

211 right. And this purports to be the

minutes of a meeting of the Board of Directors of

Apple Computer, Inc., on October 19th, 2001.

A,

Q.

Do you see that?
T do.

To your knowledge, did the Apple Board of

Directors actually meet on October 19th, 20017

A,

I don't recall such a meeting. I mean, I

think I know what this is.

Q.

Okay. And I'd like to go down to a section

that's entitled "CEQO Compensation.” I'm still on

the first page of the deocument.

A.

Q.

Do you see that?

Mm—hmm, I do.

And it says:

{: :]advised the board that as
discussed at the August é9th, 2001 board
meeting, the Compensatiop Committee had met

and considered several proposals for

12:14:21
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A.

Q.

awarding compensation to Steven P. Jobs,
Chief Executive Officer of the Corporatioen,
as recognition for the contributions he;has
provided to date and to provide him with an
incentive to remain and continue to
contribute to the corporation.”

Do you see that?

I do.

Is that your understanding of what the

board discussed and did on August 2%th, 20017

A,

Q.

No, it is not.

Okay-'[j :];; pointing out that,

once again, I carelessly misstated something here,

but if you look at the top of the document again,

the meeting minutes purport to be October 19th,

2001

A.

Q.
A,

Q.

Right.
-- 1is that correct?
Yes.

And if I understand correctly, that

sentence that I just read to you under "CEO

Compensation, " that does not comport with your

understanding of what it is the board did on August

29%th,

2001; is that right?

A.

That is correct.
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Q.. And can you describe for me the ways in
which that sentence does not comport with your
understanding of what actually ﬁappened on August
29th, 20017 -

A. Well, my understanding is what happened on
August 29th, 2001 is the board granted me optioﬁs

for seven and a half million shares on that date and

did not -- you know, they might have considered

several proposals, but they reaéhed a conclusion and
granted me thcse optibns.
Q. Fair enough.
.And if you'll turn, then, to the next page
of the déecument, and that would be 6153.2.
Do you see that?
A. Yeah.
Q.- And at the very top there is a parégraph
that begins:
"Resolved, Steven P. Jobs, Chief Executive
Qfficer, 1is hereby granted an option under
the 1998 Executive Officer Stock Plan (the
1998 plan) to acquire 7,500,000 of shares
of Coﬁmon Stock at an exercise price equal
to the closing price for the Corporation's
Common Stock on the date of the grant.”

Do you see that?
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A. I do.

Q. Do yo
Board of Direc
grant you seve
Common Stock?

&. That

Q. Now, .

u have an understanding that Apple's
tors on Qctober 19th, 2001 resolved to

n and a half million shares of Apple

is not my understanding, no.

at the bottom of the document it savys,

"Nancy R. Heinen, Secretary.™ .

Do you see that?

A. Mm-hmm.

Q. And again, I have to ask you to say "yes"
or "no."

A. Oh. Yes. I'm sorry.

Q. And let ﬁe.ask you this: Did you ever

instruct Ms. H
October 1%th,

that never too

A, No.
Q. To yo

einen to prepare minutes for an
2001 Apple Board of Directors meeting

k place?

ur knowledge, did anyone on Apple's

Board of Directors instruct Ms. Heinen to prepare

meeting minute

s for an October 19, 2001 Apple Becard

of Directors meeting that never took place?

A, Not that I'm aware of.

Q. Have

this document?

you ever spoken with Ms. Heinen about

12:17:
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A. No. No. I didn't learn ébout-all this
stuff until just this last year, fifteen months.

Q. Qkay. Did.Ms, Heinen ever discuss with you
the notion of preparing minutes for an Apple Board
of Directors meeting that never took place?

A. TUWNo.

Q0. As a member of Apple's Board of Directors,
does it concern you that there are signed minutes
for an Apple Beoard of Directors meeting that nevef
teck place?

A. Of course.

Q. And why does that concern you?

A. Well, because it's not true, you know.

Yes, it's deeply concerning.

[j. . i:] Mr. Jobs, I'm going to thank
you for your time. I don't have any other queétions
of you right now.

MR. EHRLICH: Mr. Jobs, on behalf of --

(Pause in the proceedings) | |

MR. EHRLICH: 1I'1l be very brief, Mr. Jobs.

On behalf of our client, Ms. Heinen, I just
want to thank you ﬁery much for your time.and
patience and we have no additional guestions to ask
of you teoday.

THE WITNESS: Oh, thanks. Thank you. My
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body thanks you.

C _] Off the record.

THE VIDEOGRAPHER: This does conclude the
deposition of Steven P. Jobs. The master tapes of
today's testimony will remain in the custody of
Veritext.Deposition Services.

The time is 12:20 p.m. and this is the end
of video No. 2. We are off the recoxd.

{Time noted: 12:20 p.m.)
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STATE OF CALIFORNIA )
1853

COUNTY OF SAN MATEO )

T, CYNTHIA MANNING, CSR No. 7645, a
Certified Shorthand Reporter of the State of
California, do hereby certify:

That the foregoing proceedings were taken
before me at the time and place herein set forth;

that any witnesses 1n the foregoihg proceedings,

_prior to testifying, were placed under oath; that a

verbatim record of the proceedings was made by nme
using machine shorthand which was_thereafter
transcribed under my direction; further, that the
foregoing'is an accurate transcription thereof.

I further certify that I am nelther
financially interésted in the action, ﬁor a relative
or employee of any attorney of any of the parties.

IN WITNESS WHEREOF, I have this date

subscribed my name.

DATED: March 25th, 2008

= —_

© CYNTHTA MANNING, CSR No. 7645
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TUESDAY,
WITNESS

STEVEN P.

E:

MARCH 18, 2008

JOBS

g

EXAMINATION
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NUMBER

Exhibit 57

Exhibit 58

PLAINTIFF'S EXHIBITS

STEVEN P. JOBS

DESCRIPTION

F-mail, dated December 8§,

2000 to Mr. Jobs from Mr.

Anderson; Bates No.

150APPLO08S44

E-mail, dated February 6,

2001 to Mr. Jobs from Mr.

Anderson; Bates No.

150AAPL0OO0S00GSG

IDENTIFIED

56

72
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