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2017 2018 2019 2020 2021
$96,571 $110,360 $125,843 $143,015 $168,088
¥10,780,221 ¥12,319,487 ¥14,047,854 ¥15,964,764 ¥18,763,663
$29,025 $35,058 $42,959 $52,959 $69,916
¥3,240,061 ¥3,913,525 ¥4,795,513 ¥5,911,813 ¥7,804,723
$25,489 $16,571 $39,240 $44,281 $61,271
¥2,845,337 ¥1,849,821 ¥4,380, 361 ¥4,943,088 ¥6,839, 682
$69,315 $71,223 $78,520 $80,552 $83,111
¥7,737,633 ¥7,950, 623 ¥8,765,188 ¥8,992,020 ¥9,277,681
7,708 7,677 7,643 7,571 7,519
$87,711 $82,718 $102,330 $118,304 $141,988
¥9,791,179 ¥9,233,810 ¥11,423,098 ¥13,206,276 ¥15,850,120
$250,312 $258,848 $286,556 $301,311 $333,779
¥27,942,329 ¥28,895,202 ¥31,988,246 ¥33,635,347 ¥37,259,750
$11.38 $10.77 $13.39 $15.63 $18.88
¥1,270 ¥1,202 ¥1,495 ¥1,745 ¥2,108
$1.56 $1.68 $1.84 $2.04 $2.24
¥174 ¥188 ¥205 ¥228 ¥250
$3.29 $2.15 $5.11 $5.82 $8.12
¥367 ¥240 ¥570 ¥650 ¥906
$3.25 $2.13 $5.06 $5.76 $8.05
¥363 ¥238 ¥565 ¥643 ¥899
35 32 36 39 43

(D)
$39,507 $43,884 $52,185 $60,675 $76,740
¥4,410,166 ¥4,898,771 ¥5,825,412 ¥6,773,150 ¥8,566,486
$(46,781) $(6,061) $(15,773) $(12,223) $(27,577)
¥(5,222,163) ¥(676,589) | ¥(1,760,740) | ¥(1,364,453) | ¥(3,078,421)
$8,408 $(33,590) $(36,887) $(46,031) $(48,486)
¥038,585 |  ¥(3,749,652) | ¥(4,117,696) | ¥(5,138,441) | ¥(5,412,492)
$7,663 $11,946 $11,356 $13,576 $14,224
¥855,421 ¥1,333,532 ¥1,267,670 ¥1,515,489 ¥1,587,825
124,000 131,000 144,000 163,000 181,000
30
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Daily Pulse 7 5,000 2021 Daily Pulse
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2020
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Microsoft Teams, Office 365 Security and Compliance Skype for
Office Commercial Office 365 Microsoft 365 Commercial
Office
Microsoft 365 Consumer Office

Office Consumer Services Skype Outlook.com OneDrive
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Dynamics
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Consumer
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Skype for Business Skype
LinkedIn
Dynamics Oracle Salesforce.com SAP
Azure  SQL Server Windows Server Visual Studio System
Center Client Access Licenses CALs GitHub
Premier Microsoft
Azure IT
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CA Technologies 1BM
Apache Linux MySQL PHP
Java
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Adobe
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Eclipse PHP Ruby on Rails
Enterprise Services
Windows  OEM Windows Windows OEM Windows
Windows
Windows Windows
Windows Commercial Windows loT MSN
Surface PC
Xbox Game Pass
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Xbox
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Windows
Windows OEM OEM Windows
Windows OEM
Windows
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OEM Windows
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Protection Windows Windows Commercial
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PC
Windows loT
Windows
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Surface
PC
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Game Studios IP
100
PC
Xbox Game Pass
Xbox Xbox Cloud Gaming
Xbox Cloud Gaming Microsoft  Azure
PC
Xbox Xbox
Windows Xbox
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Xbox
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Microsoft Cloud Solution Provider

Microsoft Services Provider License Agreement

Independent Software vendor Royalty program

OEM
1
(¢ (2021 30 )
( )
11 o
(Microsoft Global @
Finance)
0%
464 )
(Microsoft Ireland @
Operations Limited)
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1,720,690 o
(Microsoft Online, Inc.) *
24,708,807 100%
LinkedIn Corporation ®
11,677,792 o
LinkedIn Ireland ®
Unlimited Company
605
1 (Microsoft Round Island
One) 100% 3.25%
LinkedIn Corporation 96.75%
Microsoft Ireland
Investments Unlimited Company 100%
MOL
(MOL Corporation) 100% MOL 95% %
Microsoft Licensing, GP
99% %
Microsoft Management, LLC
100%
2 (Microsoft Ireland
Research) 100%
100%
3.25% 96.75%
Microsoft
Ireland Investments Unlimited Company 100%
MOL 100% MOL 95% %
99% 1%
Microsoft Management, LLC
100%
3 100%
3.25%
LinkedIn Corporation 96.75%
Microsoft Ireland Investments Unlimited Company
100%
Microsoft Ireland Investments LLC MOL
(MOL Corporation) 100 MOL 95% %
Microsoft Licensing, GP
99% 1%
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Microsoft Management, LLC

LinkedIn Worldwide

100%
4
100
5 100
6 99%
100%
3.25%

Investments Unlimited Company

(MOL Corporation) 100%

100%

(aQuantive, Inc.) 100%

Microsoft Ireland Research %
100
96.75%
Microsoft lIreland
100%
MOL
MOL 95% %

Microsoft Licensing, GP

99% 1%
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Al
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Microsoft Viva Microsoft 365
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Microsoft
Azure Al
loT
Azure Stack Azure
Azure Arc
2021
Al Al Nuance Communications, Inc.
Azure
Microsoft Mesh
Azure
Al Azure SQL Database
SQL Server Al

Azure Synapse Analytics

Al
Azure Machine Learning Studio Al
Azure Machine Learning Workbench Al
GitHub Visual Studio
Azure Windows

Microsoft 365

PC
Windows 10 Windows 10
Cortana 3D
Al Windows 10
2021
Windows Windows 11 Windows 11 Windows 10
Windows

Microsoft 365
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Collections Vertical Tabs Immersive Reader
Windows
Surface Surface

Book 3 Surface Laptop Go Surface Go 2 Surface Pro 7 Surface Laptop 4 Surface Pro X Surface

Studio 2

Sofworks LLC

Al
Windows

Surface Duo

Xbox

PC

2021 Bethesda
ZeniMax Media Inc.
Xbox Game Pass 100
PC
Cloud Gaming

PC Microsoft 365

Consumer Teams Edge Bing Xbox Game Pass

CovID-19

PC
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2020 2030
1975 2050
4 10
2030 2030
2021 2020 586,683
26 130
Surface Xbox Al
Al Al for Earth
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2020
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2018 10
GitHub, Inc. GitHub 75 2021 ZeniMax Media Inc. 81
2021 Nuance Communications, Inc. 197
1
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FCPA
FCPA

2019 7 22
DOJ NPA

2,530 3 NPA
FCPA

EU

Microsoft Teams Skype
EECC EU
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2020
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EU
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GDPR
GDPR
GDPR
%
Windows
2017
TCJA
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COVID-19
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2021 6 30

10% $(6,756)
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Azure 50%
Windows OEM

Windows

Windows OEM
Xbox 23%

Surface %

Bethesda Sofworks LLC
81

2021

ZeniMax

14

13%

ZeniMax Media Inc.
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(COVID-19)
2020 2021
691 34%
Office 365 22% Office
13%
Office 10% Microsoft 365
51.9
LinkedIn 27%
Dynamics 365 43% Dynamics 25%

27%

ZeniMax
768
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2020
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23 1 0.30

( GAAP )

19

GAAP
Office Commercial Windows Commercial
LinkedIn Enterprise Services Dynamics
Azure Office 365 Commercial Linkedln Dynamics 365
Office Commercial Office Commercial Office 365

Microsoft 365 Commercial

Office 365 Office
Office Exchange SharePoint Microsoft Teams
Office 365 Skype for
Business
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Office 365 Commercial

Microsoft 365 Consumer

Dynamics

Linkeln

Windows OEM Pro

Windows OEM non-Pro

Windows Commercial

Surface
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Office Consumer Microsoft

365 Consumer Office

Office 365 Commerical
Office 365 Commercial

Microsoft 365 Consumer( Office 365 Consumer)

Dynamics Dynamics 365
ERP  CRM  Customer Insights Power Apps Power
Automate
ERP CRM
LinkedIn
Azure SQL Visual Studio
CAL GitHub
OEM Windows Pro
OEM Windows non-Pro

Windows Commercial
Windows Windows
Windows

Surface

Xbox Xbox
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TAC Bing Ads
2021 2020
$ 168,088 $ 143,015 18%
115,856 96,937 20%
69,916 52,959 32%
61,271 44,281 38%
8.05 5.76 40%
non-GAAP 60,651 44,281 37%
7.97 5.76 38%
non-GAAP
EPS non-GAAP
2021
GAAP non-GAAP Non-GAAP
12
251 18%
Azure Office 365
Commercial LinkedlIn
62 13%
189 20%
Azure
Azure
71%
COVID-19 Microsoft Store
20 %
14 %
519 %
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170 32%
620 0.08
% % %
2021 2020
$ 53,915 $ 46,398 16%
60,080 48,366 24%
54,093 48,251 12%
$ 168,088 $ 143,015 18%
$ 24,351 $ 18,724 30%
26,126 18,324 43%
19,439 15,911 22%
$ 69,916 $ 52,959 32%
75 16%
Office Commercial 40 13% Office 365
Commercial 17% 22%
Office Commercial 23%
Office Consumer
Microsoft 365 Consumer 474 10%
Microsoft 365 Consumer 22% 51.9
LinkedIn 22 27%
Dynamics Dynamics 365 43 25%
56 30%
Office 365 Commercial LinkedIn
65 18%
LinkedlIn 839
%
% % %
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117 24%

2008 Windows Server 2008

Enterprise Services

78 43%
Azure
29%
Azure
Azure 19
58 12%
Windows Windows Commercial
Commercial
Windows OEM Windows 7
PC
21%
Xbox
Xbox
Xbox
788
1
Surface 302 %
35 22%
Windows
Microsoft Store

X/S

Azure 112 27%
50%
%
534
Azure
12%
% %
933 %
Microsoft 365
Windows OEM Pro %
Xbox
23
10%
13%
28
752 %
% %
2021 2020
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Azure
SQL Server
%
97
%
Windows
14%
OEM Pro

Windows OEM non-Pro

38 33%
Xbox
23% Xbox

92%

10%
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$20,716 $19,269 8%
12% 13% (Dppt
14 %
2021 2020
$20,117 $19,598 3%
12% 14% (@)ppt
519
% %
2021 2020
5,107 $5,111 0%
3% 4% (Dppt
Microsoft Store
30 2021 2020
$2,131 $2,680
(2,346) (2,591)
1,232 32
17 187
54 (191)
98 (40)
1,186 $77
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2021 2020 14%  17%
TCJA
2021
86 2012
1996 2016
2021 620
2021 350
361 2020 241 289
2011 2004 2006 IRS
2012 2 IRS 2004 2006 2011
2007 2009 IRS 2016 2010 2013
IRS 2018 2021 2004 2013
IRS 170 2004 2017
2021 6 30
12
12

1996 2020
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Non-GAAP
EPS 2021
non-GAAP non-GAAP
non-GAAP GAAP
non-GAAP GAAP
GAAP non-GAAP
2021 2020
$61,271 $44,281 38%
(620) 0 *
non-GAAP $60,651 $44,281 37%
$8.05 $5.76 40%
(0.08) 0 *
(non-
GAAP ) $7.97 $5.76 38%
*
2021 30 2020 30 1,303 1,365
2021 30 2020 30 60 30
1
2
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1 2
2
2021
161 767 2021
18 17
44 14 25
485 2021
64
52 41
154 276
2021
2020
11
Software
Assurance SA
2021 30
2021 30 $ 15,922
2021 12 31 12,646
2022 31 8,786
2022 30 4,171
2,616
$ 44,141
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2021 2020 101 126
230 197
16
16
2021 30
2022 2023-2024 2025-2026
@
$ 8,075 $ 8,000 $ 5,250 $ 42,585 $ 63,910
1,628 2,847 2,438 17,320 24,233
() 8,927 529 0 0 9,456
© 2,801 4,956 3,469 6,747 17,973
1,341 3,256 3,774 14,096 22,467
)(c)
@ 1,427 4,105 8,030 0 13,562
© 29,129 1,708 446 270 31,553
® 0 365 68 263 696
$ 53,328 $ 25,766 $ 23,475 $ 81,281 $ 183,850
@ 11
()
©) 14
@ 12
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2021 11 Nuance Communications, Inc. Nuance 56.00
197 Nuance Nuance
2022
TCJA
TCJIA
% 15% 20%
25% 47 2021 15
136 2026
12 TCJA
GAAP
COVID-19
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50
50

TCJA
12
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ZeniMax Media Inc.

2021 Bethesda Sofworks LLC ZeniMax Media Inc. ZeniMax
81 768
Bethesda Xbox
ZeniMax
ZeniMax

Nuance Communications, Inc.

2021 11 Nuance Communications, Inc. Nuance 56.00
197 Nuance Nuance
Al Al
Nuance
2022
& CRM ERP
Al
IT
& Office Windows Enterprise Mobility+Security Surface
Al& Al
LinkedIn
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65,000 21,000

Al

Microsoft Research Microsoft Research
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30

( )
$ 3,660
43,928
6,884
51,250
5,344

111,066

(51,351)

2021

$ 59,715

93 2021
2021 30
95

15

520 10

2021 30

22 17 39

31 36 67
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2021 6 30
0.00000625 24,000,000,000 7,519,268,874 16,480,731,126
0.01 100,000,000 0 100,000,000
2021 6 30
0.00000625
7,519,268,874
(Nasdag Stock Market)
10 3
% 15% %
90%
25,000
90% 1 1
25,000
)
)
90%
)
% 15%
1 25,000
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200,000,000
)
)
)
)
2021
021 1 1 2021 6 (2020 7 1 2021 6
30 ) 30 )

3,683,570.9411

7,785,082.1526

3,683,570.9411

7,785,082.1526

228.00

211.37

836,007,473.23

1,625,706,295.99

7,785,082.1526

7,785,082.1526

211.37

1,625,706,295.99

2021
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2017 30 - 7,708 - $69,315
2018 30 () (31) 7,677 $1,908 $71,223
2019 30 () (34) 7,643 $7,297 $78,520
2020 30 () 72) 7,571 $2,032 $80,552
2021 30 () (52) 7,519 $2,559 $83,111

(

)
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2021 30
0 0 0.00%
3 1,278 0.00%
1 7,484,161,710 99.53%
242 352,969 0.01%
89,247 34,752,917 0.46%
)
2021 30
(D)
The Vanguard 614,100,233 (1) 8.12%
Group, Inc.
100
515,872,379 (2) 6.80%
BlackRock, Inc. 52nd
55
(€)) 2021 2 10
13G/A
580,778,095 12,882,933
33,322,138
@ 2021
13G/A 446,778,448
515,872,379

66/210




EDINETOOOO

OO000O0000o0O0oOodno(eessLy)

oOoOooodn

2021
2020 9 15 $0.56 2020 11 19 $4,230 2020 12 10
2020 12 2 $0.56 2021 2 18 $4,221 2021 3 11
2021 3 16 $0.56 2021 5 20 $4,214 2021 6 10
2021 6 16 $0.56 2021 8 19 $4,211 2021 9 9
$2.24 $16,876
ESG

Environmental, Social and Governance

ESG

CEO
ESG 2021
ESG

microsoft.com/transparency

Reports Hub
ESG
Sustainable Accounting Standards Board
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2030
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2025

2050
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Al
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Al Microsoft
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aka.ms/policiesandguidelines
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CEO CEO
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(2021
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O10)
2009
2021
2009 2021
2019
2021
2019 2021
Linkedln
Corporation 2003 2016
Greylock
2003 2016
Partners
2009
Reid G. CEO 2003 2007 2008
15,905
Hoffman ’ 2009
1967 3 B} 2007 2008
Reinvent Capital
PayPal
Holdings Inc. 2000 2002
2000
2002
Joby Aviation,
Inc.
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2002
2015
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2009 2010
Pepsi-Cola North
America 2007 2009 )
1987
) 1999 2002 2007
PepsiCo, Inc.
Hugh F.
5,848
Johnston ’ Merck & Company,
1961 16 Inc. 1999 2002

CFO

Merck-Medco Managed Care LLC
1999 2002

HCA HCA Healthcare, Inc.

Twitter Inc.
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(Teri L. List)
(1963 2 12
)

Gap, Inc.

The

25,026

2016 2020
2016 2020
DICK
S Sporting Goods, Inc. 2015 2016
2015 2016
Kraft Foods
Group, Inc. 2013 2015
2015
2013 2015
2013
Procter &
Gamble Co. 1994 2013
2009
2013
1994 2009
Danaher
Corporation

Double Verify Holdings, Inc.
Oscar Health, Inc.

Financial Accounting
Foundation Trustee
Financial Accounting
Standards Board Practice

Fellow
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Satya
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1967 8 19

Chairman, Chief
Executive Officer

1,574,939

1992
2021
2014 2021
2013 2014
2011 2013
2009 2011
2008 2009
1992
2008
Starbucks
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Johnson &
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Bayer
CropScience AG 2010 2012
2010 2012
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Bayer
HealthCare LLC 2005 2010
Clayton, 2009 2010
(Sandra E. o ) 25,153
Dubilier & Rice, LLC 2005 2009
Peterson)
(1959 25
) Medco
Health Solutions, Inc. 1999 2004
2003

2004

(2001 2003 )

1999 2001

Covetrus, Inc.
Zymergen, Inc.
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United States Secretary
of Commerce 2013 2017 )

Pritzker

Realty Group

PSP Partners, LLC

Inspired Capital Partners

Pritzker Realty

Group _
Artemis Real Estate Partners

Penny S.

®)
Pritzker 20,716

1959 i
The Parking Spot

Inspired Capital
1998 2011
Partners
1998 2011
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1987 2011
1987 2011

Artemis Real Estate
Partners

87/210



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
OoOoOooodn

1999 )
2011
2011
1999 2011
1996 1999
1999
Automatic Data
Carlos A. ) 0
] Processing, Inc.
Rodriguez 1997 1999
1964 M&A 1996
1997

1996

88/210



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
OoOoOooodn

Wells
Fargo & Company
2019
2019

The Bank of New York Mellon
Corporation 2017 2019
2018 2019
2017

Visa Inc. 2012 2016
CEO 2012 2016

JP
JPMorgan Chase & Co. 2004 2012

One Equity Partners

2011 2012
CEO 2004 2011
Wells
Charles W. 42 416(6)
Fargo & Company ’
Scharf Bank One
1965 4 24 Corporation 2000 2004
CEO 2002
2004
CFO 2000 2002
Citigroup, Inc. 1999
2000
Global Corporate and Investment
Bank CFO 1999 2000
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John W.
Stanton
1955 7 31

Trilogy
Partnerships

83,147("

2005

2008

Western Wireless Corporation 1992 2005

2005

VoiceStream Wireless Corporation 1995

2003

Wholesale Corporation

Sportswear Company

LLP

2011 2013

Trilogy International Partners, Inc.

2016

)
2005

Clearwire Corp

CEO 2011
2011

CEO 1992

CEO 1995 2003

Costco

Columbia

Seattle Mariners

First Avenue Entertainment
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2021
2014 2021

2012 2014
2010 2016

CEO 2010 2016

(Symantec Corp.)
1999 2011
1999 2011

CEO 1999 2009

(John W 36.315® ) 1BM
h ) ’ Corporation 1971 1999
ompson
(1942 4 24 IBM Americas
) 1996 1999

1971 1996

IHlumina, Inc.

Lightspeed Venture Partners
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Emma N.
Walmsley
1969 6 9

GlaxoSmithKline plc
CEO

5,283

2010
2017
2015 2016
2015
2010 2012
2010
2007 2010
2002
1999 2002

GlaxoSmithKline pl

2012

L' Oreal, S.A. 1994

2007

1994 1999

C
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Fable Group,

Inc.
2019
2019
NIO Inc. 2015 2018
2015 2018
2015 2018
NIO USA, Inc.
2015 2018

2015 2018

Cisco Systenms,
Inc. 2008 2015

2015
(Padmasree Fable Group,
) 15,820 2012 2015
Warrior) Inc.
(1960 10 22
) 2010
2012
2008 2010
Motorola, Inc. 1999
2007
1999 2007
Spotify
Technology S.A.
28.6
(2021 9 30
)
DG
Satya Nadella 1,574,939
CEO
(1967 19 )
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2017 2021
Judson Althoff 113,234
1972 10 28 Chief Commercial
Officer
2013
2016
2014
) OEM
(Christopher C. 73,074
Capossela
pgeg ) . Chief 28
1
Marketing Officer
Microsoft Office
Office 365 SharePoint Exchange Skype for
Business Project Visio
2014 11
161,258
(Kathleen T. Hogan)
(1966 ) 2003
(Alaska Air
Group, Inc.)
2013
2013
2010 2013
2006 2009
369,960
(Amy E. Hood)
(1971 12 22 ) 2002
3M
Corporation
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2015
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) Chief Legal 601,232
(Bradford L. Smith) ) 2002
Officer
(1959 17 ) 1993
Netflix, Inc.
2020 11 11
2017 4 2020
(McAfee, LLC)
2014 2017
(Christopher D. (Executive |3 779 O (Intel Security Group)
Young) Vice President, (Senior Vice
(1972 14 ) Business Development, President and General Manager)
Strategy and Ventures)
(American Express Compabny)
@
@) 2021 30 60
21,628 19,753 8,716 7,970
3,774
(©) 15,905
@“» 68
®) 12,000
(6) 525
©) 7,243
®) 27,279
(©) 1,500
2015 CEO
2021
2021
$325,000
$125,000
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$485,000
$125,000
$360,000
25%
1
5
2021
®
@
[€H)
)

® 125,000 200,000 0 325,000
170,000 200,000 5,000 375,000
®) 140,000 200,000 15,000 355,000
® 140,000 200,000 15,000 355,000
™ 140,000 200,000 0 340,000
W. 125,000 200,000 0 325,000
® 116,653 150,000 0 266,653
140,000 200,000 15,000 355,000
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W ® 125,000 360,000 15,000 500,000
N. 125,000 200,000 13,422 338,422
19 125,000 200,000 0 325,000
1
2 4
FASB ASC 718 50,000
FASB ASC 718 90,000
FASB ASC 718 50,000
3 2021
1 15,000
4 1,432
5 1,498
6
1,498
7 1,498
8 2021 11,653
9 2021 30
1,586
10 274
2021
2021 16
) 1))
CEO (i)
(iv) CEO ()
2021 30
2021
2021 2020 2019 30
(€]
)
@
®
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2021 2,500,000 0 | 33,036,030 | 14,212,500 109,750 | 49,858,280
2020 2,500,000 0| 30,718,608 | 10,992,000 111,180 | 44,321,788
2019 2,333,333 0| 29,668,651 | 10,796,868 111,363 | 42,910,215
E 2021 995,833 0 | 17,864,404 4,543,490 62,414 | 23,466,141
2020 975,000 0 | 14,792,679 3,734,981 123,574 | 19,626,234
2019 958,333 0 | 15,316,653 3,855,040 97,608 | 20,227,634
2021 932,167 0| 12,141,344 3,670,406 65,948 | 16,809,865
®)
2020 777,000 0 | 10,475,186 2,591,432 105,686 | 13,949,304
2019 798,000 0 | 11,309,474 2,889,049 88,231 | 15,084,754
2021 943,333 0 | 15,098,855 4,303,958 109,750 | 20,455,896
L.
2020 860,000 0 | 12,402,137 3,294,445 111,131 | 16,667,713
2019 850,000 0 | 13,045,437 3,366,148 111,412 | 17,372,997
2021 541,875 | 3,500,000 | 22,594,634 1,788,188 70,386 | 28,495,083
b @)
1
2
FASB ASC 718
2021 2020 2019
(i)2021 2021
33.33 2020 33.33 2019
33.33  (ii)2020 2020
33.33 2019 33.33 2018
33.33 (iii)2019 2019
33.33 2018 33.33 2017
33.33
2021
52,529,846 22,824,789 15,383,505 18,984,417
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2,775,988 2020 37,150, 358 18,704,870
13,664,213 15,866,522 2019 35,050,220
19,823,991 15,380, 642 17,211,903
3
4
2021
© )
)
®
9,750 0 100,000 0 109,750
E. 9,750 2,664 50,000 0 62,414
8,435 0 0 57,513 65,948
) 9,750 0 100,000 0 109,750
4,958 0 65,428 0 70,386
(A) 401(K)
®)
©
o® i 34,946 20,369
COVID-19 298 1,900
5 2018
2019 30 1.14 2019 2020 30 1.11 2020
2021 30 1.19
6 2021 14
7 2021
17,536,215
2021 30
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@
O]
® ® Q) * G ®
® )
2021
0 7,500,000 | 15,000,000

2021PSA | 9/15/2020 262 20,951 | 62,853 4,893,443
2021PSA | 12/1/2020 62 4,914 14,742 1,161,556
2020PSA | 9/15/2020 857 24,481 | 73,443 7,045,514
2020PSA | 12/1/2020 202 5,743 17,229 1,687,451
2019PSA | 9/15/2020 752 30,046 | 90,138 9,216,187
2019PSA | 12/1/2020 177 7,048 21,144 2,260,772
2021 SA | 9/15/2020 33,255 | 6,771,107
2021 0 2,489,584 | 4,979,167
2021PSA | 9/14/2020 109 8,680 26,040 1,994,593
2021PSA | 12/1/2020 26 2,036 6,108 481,223
2020PSA | 9/14/2020 384 10,968 | 32,904 3,105,496
2020PSA | 12/1/2020 91 2,573 7,719 755,977
2019PSA | 9/14/2020 337 13,461 | 40,383 4,062,268
2019PSA | 12/1/2020 79 3,157 9,471 1,012,837
2021 SA | 9/14/2020 32,147 | 6,452,009
2021 0 2,097,375 | 4,194,750
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2021PSA 9/14/2020 75 5,986 17,958 1,375,560
2021PSA 12/1/2020 18 1,404 4,212 331,873
2020PSA 9/14/2020 258 7,345 22,035 2,079,607
2020PSA 12/1/2020 61 1,723 5,169 506,243
2019PSA 9/14/2020 226 9,014 27,042 2,720,238
2019PSA 12/1/2020 53 2,114 6,342 678,232
2021 SA 9/14/2020 22,170 4,449,592
2021 0 2,358,333 4,716,667
2021PSA 9/14/2020 95 7,542 22,626 1,733,255
2021PSA 12/1/2020 23 1,769 5,307 418,172
2020PSA 9/14/2020 316 9,009 27,027 2,551,000
2020PSA 12/1/2020 74 2,113 6,339 620,995
2019PSA 9/14/2020 277 11,057 33,171 3,336,823
2019PSA 12/1/2020 65 2,594 7,782 831,963
2021 SA 9/14/2020 27,935 5,606,647
2021 0 1,083,750 2,167,500
2021
PSA 11/11/2020 59 4,676 14,028 1,128,753
2021
PSA 12/1/2020 14 1,097 3,291 259,241
2021 11/11/2020 83,122 17,536,215
On-Hire
SA
2021 SA 11/11/2020 17,318 3,670,425
2017
SA PSA 2001
2021
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3 2021
2021
2021 2020 2019 33.334%
2020 14 2020 12 31
2020 12 1 2020
30
2021 2.5 50 2020
50 2019 5 50%
4 FASB ASC 718
2021 30
2021 30
@
)
®
@ @
®
9/19/2017 12,539 3,396,815
9/18/2018 41,730 11,304,657
9/18/2018 111,280 30,145,752
9/18/2019 56,670 15,351,903
9/18/2019 O
60,448 16,375,363
9/15/2020 33,255 9,008,780
9/15/2020 25,865 7,006,829
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9/18/2017 7.774® 2,105,977
9/17/2018 18,696 5,064,746
9/17/2018 49,854 13,505,449
E. 9/3/2019 27,080 7,335,972
9/18/2019 25,389 6,877,880
9/14/2020 10,715 2,902,964
9/14/2020 32,147® 8,708,622
9/19/2016 1,045® 283,001
9/18/2017 6,270 1,698,543
9/17/2018 12,519 3,391,397
9/17/2018 33,384 9,043,726
9/3/2019 18,134 4,912,501
9/18/2019 17,002® 4,605,842
9/14/2020 22,170 6,005,853
9/14/2020 7.390™ 2,001,951
9/18/2017 6,855 1,857,020
9/17/2018 15,357 4,160,211
9/17/2018 40,951 11,093,626
. 9/3/2019 22,246 6,026,441
9/18/2019 20,855 5,649,620
9/14/2020 27,935 7,567,592
9/14/2020 9,312® 2,552,621
11/11/2020 83,122® 22,517,750
11/11/2020 17,318 4,691,446
11/11/2020 5,772 1,563,906
1 2021 2020 2019
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2 2021 30 270.90
3 25 12.5
4
5 10 10
6 2018 18 12.5 2022 18 12.5% 12.5
7 2021 14 25 2021 18 12.5 12.5
2021 11 11 25 25
2021 30
2003
[€H)
®
1,218,998 292,545,936
E. 187,145 42,905,576
150,877 34,427,952
L. 163,342 37,446,637
D. 0 0
1
2021
2021
2021
2021 2021 30
@
(€))
® ®
®)
0 0 0
E. 0 0 0
0 0 0
L. 0 0 0
D. 1,750,000 260,247 2,010,247
2021
2 2021
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75 100
2021 30
®
91,530,656
E. 41,294,665
29,571,396
L. 39,957,792V
D. 12,686,341
1 11,170,874
28,786,918
CEO
2021 CEO 176,858 CEO
49,858,280 2021 CEO
282 1 1934 S-K 402 u
2021 30 2021
Kinvolk GmbH  The Marsden Group, Inc. Metaswitch Networks Ltd Orions Digital Systems,
Inc.  ReFirm Labs, Inc. smashgg, Inc. ZeniMax Media Inc 3,430
i 2021
2021 2021
12
2021 30
2017 2001
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101,767,558 $26.63 339,920,108
0 0
101,767,558 $26.63 339,920,108
1 2017 2001
FASB ASC 718
2
3 2021 30 88,139,420
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Deloitte & Touche LLP
(
GAAP )
2021
2021
2 1 10-Q 10-K 1

SEC
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GAAP
PCAOB SEC S-X 2-07
2021 30
10-K SEC
1986
2020
PCAOB

2021
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PCAOB
2022
2022
100
30
2021 2020 30
2021 2020
@ @ (€)) @
$21,900,000 $8,095,000 $21,060,000 $9,499,000
$20,400,000 $6,745,000 $20,650,000 $4,082,000
$42,300,000 $14,840,000 $41,710,000 $13,581,000
(QD) Form 10-Q
SEC
Deloitte & Touche
2
2021 2020
30 2021 2020
$ 10,491,000 $ 10,150,000
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() (1948
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©
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30
2021 2020 2019
( ) ( ) ( )

$ 71,074 79,340 $ 68,041 75,954 $ 66,069 73,753
97,014 108,297 74,974 83,693 59,774 66,726
168,088 187,637 143,015 159,648 125,843 140,479
18,219 20,338 16,017 17,880 16,273 18,166
34,013 37,969 30,061 33,557 26,637 29,735
52,232 58,307 46,078 51,437 42,910 47,900
115,856 129,330 96,937 108,211 82,933 92,578
20,716 23,125 19,269 21,510 16,876 18,839
20,117 22,457 19,598 21,877 18,213 20,331
5,107 5,701 5,111 5,705 4,885 5,453
69,916 78,047 52,959 59,118 42,959 47,955
1,186 1,324 77 86 729 814
71,102 79,371 53,036 59,204 43,688 48,769
9,831 10,974 8,755 9,773 4,448 4,965
$ 61,271 68,397 $ 44,281 49,431 $ 39,240 43,804
$ 8.12 906 $ 5.82 650 $ 5.11 570
$ 8.05 899 $ b5.76 643 $ 5.06 565

7,547 7,610 7,673

7,608 7,683 7,753
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30
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$ 61,271 68,397 $ 44,281 49,431 $ 39,240 43,804
19 21 (38) 42) (173) (193)
(2,266) (2,530) 3,990 4,454 2,405 2,685
873 975 (426) (476) (318) (355)
(1,374) (1,534) 3,526 3,936 1,914 2,137

$ 59,897 66,863 $ 47,807 53,367 $ 41,154 45,940
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2021 30 2020 30
( ) ( )
$ 14,224 15,878 $ 13,576 15,155
116,110 129,614 122,951 137,250
130,334 145,492 136,527 152,405
751
38,043 42,467 32,011 35,734
2,636 2,943 1,895 2,115
13,393 14,951 11,482 12,817
184,406 205,852 181,915 203,072
51,351
59,715 66,660 44,151 49,286
11,088 12,378 8,753 9,771
5,984 6,680 2,965 3,310
49,711 55,492 43,351 48,393
7,800 8,707 7,038 7,857
15,075 16,828 13,138 14,666
$333,779 372,597 $301,311 336,353
$ 15,163 16,926 $ 12,530 13,987
8,072 9,011 3,749 4,185
10,057 11,227 7,874 8,790
2,174 2,427 2,130 2,378
41,525 46,354 36,000 40,187
11,666 13,023 10,027 11,193
88,657 98,968 72,310 80,720
50,074 55,898 59,578 66,507
27,190 30,352 29,432 32,855
2,616 2,920 3,180 3,550
198 221 204 228
9,629 10,749 7,671 8,563
13,427 14,989 10,632 11,869
191,791 214,096 183,007 204,291
24,000
7,519

83,111 92,777 80,552 89,920
57,055 63,690 34,566 38,586
1,822 2,034 3,186 3,557
141,988 158,501 118,304 132,063
$333,779 372,597 $301,311 336,353
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30
2021 2020 2019

( ) ( ) ( )

$ 61,271 68,397 $ 44,281 49,431 $ 39,240 43,804

11,686 13,045 12,796 14,284 11,682 13,041

6,118 6,830 5,289 5,904 4,652 5,193
(1,249)  (1,394) (219) (244) (792) (884)
(150) (167) 11 12 (6,463)  (7,215)

(6,481)  (7,235)
(737) (823)
(932)  (1,040)

(3,459)  (3,861)

2,798 3,123
4,633 5,172
(2,309)  (2,578)
4,149 4,632
1,402 1,565

@.577)  (2,877)
168 188

(2,330)  (2,601)

(1,037)  (1,158)

3,018 3,369
2,212 2,469
(3.631)  (4,053)
1,346 1,503
1,348 1,505

2,812)  (3,139)
597 666

(1,718)  (1,918)

(1,834)  (2,047)

232 259
4,462 4,981
2,929 3,270
1,419 1,584

591 660

76,740 85,665

60,675 67,732

52,185 58,254

(1,754)  (1,958)
(3.750)  (4,186)
1,693 1,890
(27,385)  (30,570)
(16,521)  (18,442)
(769) (858)

(3,417)  (3,814)
(5.518)  (6,160)
1,343 1,499
(22,968)  (25,639)
(15,137)  (16,897)
(334) (373)

0 0
(4,000) (4,465)
1,142 1,275

(19,543)  (21,816)
(13,811)  (15,417)
(675) (754)

(48,486)  (54,125)

(46,031)  (51,384)

(36,887)  (41,177)

(20,622)  (23,020)

(8,909)  (9,945)
(62,924)  (70,242)
51,792 57,815
14,008 15,637
(922)  (1,029)

(15,441)  (17,237)

(2,521)  (2,814)
(77,190)  (86,167)
66,449 74,177
17,721 19,782
(1,241)  (1,385)

(13,925)  (15,544)

(2,388)  (2,666)
(57.697)  (64,407)
20,043 22,374
38,194 42,636
0 0

(27,577)  (30,784)

(12,223)  (13,645)

(15,773)  (17,607)

29 (32)

(201) (224)

(115) (128)

648 723
13,576 15,155

2,220 2,478
11,356 12,677

(590) (659)
11,946 13,335

$ 14,224 15,878

$ 13,576 15,155

$ 11,356 12,677
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2021 2020 2019
) ( ) )
) ) )
$ 80,552 89,920 $ 78,520 87,652 $ 71,223 79,506
1,963 2,191 1,343 1,499 6,829 7,623
(5,539) (6,183) (4,599) (5,134) (4,195) (4,683)
6,118 6,830 5,289 5,904 4,652 5,193
17 19 @ ) 11 12
83,111 92,777 80,552 89,920 78,520 87,652
34,566 38,586 24,150 26,959 13,682 15,273
61,271 68,397 44,281 49,431 39,240 43,804
(16,871)  (18,833) (15,483)  (17,284) (14,103)  (15,743)
(21,879)  (24,424) (18,382)  (20,520) (15,346)  (17,131)
(32) (36) 0 0 677 756
57,055 63,690 34,566 38,586 24,150 26,959
3,186 3,557 (340) (380) (2,187) (2,441)
(1,374) (1,534) 3,526 3,936 1,914 2,137
10 11 0 0 67) (75)
1,822 2,034 3,186 3,557 (340) (380)
$141,988 158,501 $118,304 132,063 $102,330 114,231
$ 2.24 250 $  2.04 228 $ 1.84 205
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GAAP )
SSP
COVID-19
2020
2021 2020 30
2021 27
23 0.30
PC
Office 365
Azure Dynamics 365 Xbox
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Office 365
Office 365
SSP SA
SSP
SSP SSP
SSP
SSP
SSP SSP
SA
SA
Office 365 Xbox Windows 10
Dynamics
13
30 60
2021 30 2020 30 965 442
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30
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OooooOodd
2020 30 34 27
30

2021 2020 2019
$ 816 $ 434 $ 397
234 560 153
(252) (178) (116)
$ 798 $ 816 $ 434

30

2021 2020 2019
$ 751 $ 788 $ 411
47 28 23
$ 798 $ 816 $ 434

2021 30
44 52

( OEM ) PC
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2020

2019

RSU

RSU

ESPP

15 16
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PSU
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16
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50

20

2016 FASB GAAP

2020
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2019 12 FASB

2021
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EPS
EPS
EPS
30
2021 2020 2019
) ) )
() $ 61,271 $ 44,281 $ 39,240
) ) )
() 7,547 7,610 7,673
61 73 80
() 7,608 7,683 7,753
) ) )
/) $ 8.12 $ 5.8 $ 5.11
« / $ 8.05 $ 5.76 $ 5.06
EPS
30
2021 2020 2019
$ 2,131 $ 2,680 $ 2,762
(2,346) (2,591) (2,686)
1,232 32 648
17 187 144
) 54 (191) (82)
98 (40) G7)
$ 1,186 $ 77 $ 729
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30
2021 2020 2019
$ 105 50 $ 12
(40) (€1)) (93)
@) an (16)
$ 63 4) $ O
30
2021 2020 2019
$ 123 $ 83 $ 276
1,057 69 479
(11) (116) (10)
$ 1,169 $ 36 $ 745
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2021 30

$ 4,36 $ 0 $ 0 $ 4,316 $1,331 $ 2,985 $ 0
3,615 0 0 3,615 2,920 695 0
90,664 3,832 (111) 94,385 1,500 92,885 0
807 2 0 809 0 809 0
6,213 9 @ 6,220 225 5,995 0
3,442 22 (6) 3,458 0 3,458 0
8,443 249 (9) 8,683 0 8,683 0

63 0 0 63 0 63 0

308 63 0 371 0 371 0

95 0 ') 88 0 88 0

$117,966 $ 4,177 $ (135) $122,008 $ 5,976 $116,032 $ 0

$ 1,582 $ 976 $ 0 $ 606

5,378 0 0 5,378

$ 6,960 $ 976 $ 0 $5,984

$ 7,212 $7,212 $ 0o $ 0

@ 78 0 78 0

$136,318  $14,224 $116,110 $ 5,984
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2020 30
$ 4,687 $ 1 3 0 $ 4,688 $1,618 $ 3,070 $ 0
2,898 0 0 2,898 1,646 1,252 0
92,067 6,495 (D) 98,561 3,168 95,393 0
2,439 2 0 2,441 449 1,992 0
6,982 6 (€©) 6,985 1 6,984 0
4,865 4 (6) 4,900 0 4,900 0
8,500 327 an 8,810 0 8,810 0
58 0 0 58 0 58 0
313 57 ) 366 0 366 0
91 0 0 91 0 91 0
$122,900 $ 6,929 $ (31) $129,798 $ 6,882 $122,916 $ 0
$ 1,198 $ 784 $ 0 $ 414
2,551 0 0 2,551
$ 3,749 $ 784 $ 0 $ 2,95
$ 5,910 $5,910 $ 0 $ 0
@) 35 0 35 0
$139,492  $13,576 $122,951 $ 2,965
@
2021 30 2020 30
33 14
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12 12
12 12
2021 30
$ 5,294 $ (1) $ 0 $ 0 $ 5,204 $ (111)
3,148 () 5 () 3,153 ®)
1,211 ) 87 [€H) 1,298 (6)
1,678 ®) 34 [H) 1,712 ©)
58 ) 1 0 59 )
$11,389 $ (132) $ 127 $ (3 $11,516 $ (135
12 12
2020 30
$ 2,323 $ @ 3 0 3 0 $ 2,323 $ [€))
500 €)) 0 0 500 €))
1,014 ) 0 0 1,014 )
649 an 0 0 649 an
66 (0)) 0 0 66 “4)
$ 4,552 $ @B % 0 3 0 $ 4,552 $ (3D
2021 30
$ 22,612 $ 22,676
67,541 70,315
10 25,212 26,327
10 2,601 2,690
$117,966 $122,008
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10

2021 30 AAA 10

2021 30 2020 30

$ 635 $ 635
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6,081 6,754
1,247 1,295
14,223 11,896
23,391 15,595
2,456 1,844
763 757

2021 30 2020 30
$ 76 $ ®) $ 44 $  (59)
40 0 93 0
227 (291) 245 (334)
56 (36) 18 11
399 (335) 400 (399)
(141) 142 (154) 158
0 (42) 0 (154)
$ 258 $  (235) $ 246 $  (395)
$ 78 $ 0 $ 35 $ 0
137 0 199 0
43 0 12 0
0 (182) 0 (334)
0 (53) 0 (61)
$ 258 $  (235) $ 246 $  (395)

2021 30 395 335 2020 30
399

132/210
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30

30
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OooooOodd
$ 0 $ 39 $ 3 399
0 (335) 0 (335)
1 398 1 400
0 (399) 0 (399)
30
2021 2020 2019
) ) )
0 $ 193 $ 0 1 8 0 (130)
0 (188) 0 3 0 130
0 30 0 139 0 168
0 @37 0 93 0 0
0 53 0 (93) 0 0
0 17 0 0 341 0
0 0 0 0 (64) 0
0 27 0 (123) 0 o7
0 9 0 50 0 38

133/210



2021

2021

2021

2020

186

30

2021

768

2020

2019

Microsoft Store

81
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C X )
30
2021 2020 2019
$ 34 $  (38) $ 159
2021 30 2020 30
$ 1,190 $ 700
79 83
1,367 1,112
$ 2,636 $ 1,895
2021 30 2020 30
$ 3,660 $ 1,823
43,928 33,995
6,884 5,487
51,250 41,261
5,344 4,782
111,066 87,348
(51,351) (43,197)
$ 59,715 $ 44,151
93 107 97
95

Bethesda Softworks LLC

ZeniMax Media Inc.

Xbox
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13

75
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30
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$ 768
5,469
1,968

139
(223)
$ 8,121

$ 1,341
627 11

$ 1,968

GitHub, Inc.

$ 234
5,497
1,267

143
@17)
$ 6,924




2021

11
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$ 648
447
170 10
2
$ 1,267

600

Nuance Communications, Inc.

197
Al
Al

2021
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2019 2020 2021
30 30 30
$ 24,277 $ 7 0% (94 $24,190 $ 0 $ 127  $ 24,317
11,351 1,351 5) 12,697 505 54 13,256
6,398 96 (30) 6,464 5,556 118® 12,138

$ 42,026 $ 1,454 $ (129) $43,351 $ 6,061 $ 299 $ 49,711

() 55
12
2021 2020 2019
2021 30 2020 30 113
10
30
2021 2020
$ 9,779 $ (7,007) $ 2,772 $ 8,160 $ (6,381) $ 1,779
4,958 (2,859) 2,099 4,967 (2,320) 2,647
4,792 (1,878) 2,914 4,158 (1,588) 2,570
446 (431) 15 474 (432) )
$19,075®  $(12,175) $ 7,800 $17,759  $(10,721)  $ 7,038
() 20
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2021 2020 2019
30
2021 2020
$ 1,628 $ 531
96 303
625 2
10 0
$ 2,359 $ 836
2021 2020 2019 16 16 19
2021 30
30
2022 $ 1,683
2023 1,722
2024 1,415
2025 755
2026 498
2027 1,727

$ 7,800
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11
2021 2020
30 30
2009 38 @ 2
039 5.20 5.24 $ 520 $ 559
@)
2010 48 2040 4.50 4.57 486 1,571
@)
2011 23 2041 5.30 5.36 718 1,270
2012 23 @ 2022-2042 2.13 -3.50  2.24 -3.57 1,204 1,650
2013 52 @ 2023-2043 2.38 -4.88  2.47 -4.92 2,814 2,919
2013 a1 2021-2033 2.13 -3.13  2.23 -3.22 4,803 4,549
2015 238 @ 2022-2055 2.38 -4.75  2.47 -4.78 12,305 15,549
2016 198 @ 2021-2056 1.55 -3.95  1.64 -4.03 12,180 16,955
2017 170 ® 2022-2057 2.40 -4.50  2.52 -4.53 10,695 12,385
2020 100 ® 2050-2060 2.53 -2.68  2.53 -2.68 10,000 10,000
2021 82 @ 2052-2062 2.92 -3.04  2.92 -3.04 8,185 0
63,910 67,407
(511) (554)
() 40 93
@)
(5,293) (3.619)
58,146 63,327
(8,072) (3,749)
$ 50,074 $ 59,578
(@) 2021 2020
(b)
2021 30 2020 30
700 7
2021 2020 2019
20 24 24
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2021 30
30
2022 $ 8,075
2023 2,750
2024 5,250
2025 2,250
2026 3,000
2027 42,585
$ 63,910
12
2017 12 22 TCJA
2018 TCJA
137 118 2019
157
2019 TCJA
GILTI 2019
26
30
2021 2020 2019
$ 3,285 $ 3,537 $ 4,718
1,229 763 662
5,467 4,444 5,531
$ 9,981 $ 8,744 $ 10,911
$ 25 $ 58 $ (5,647)
(204) ®) (1,010)
29 (41) 194
$ (150) $ 11 $ (6,463)
$ 9,831 $ 8,755 $ 4,448
30
2021 2020 2019
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$34,972 $24,116 $ 15,799
36,130 28,920 27,889
$71,102 $ 53,036 $ 43,688
2021 2020 2019
21.0 21.0 21.0
2.7 B.7 (4.1
TCIA 0 0 0.4
0 0 (5.9
1.3) 1.1 1.4
1.4 1.3 0.7
(0.9) 1.1 1.1
2.4) 2.2) 2.2)
0.5 1.0 1.0
(1.8) 1.3 1.8
13.8 16.5 10.2
2021
Engineering Analysis Centre of Excellence Private Limited
2012
2016
2021 620
2021
2020
2019
2020
82 86 2019
82 GILTI
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2021 2021
2020 2019
2020 2021
TCIA
2019 2020
2019 26
30
2021 2020
$ 502 $ 461
2,960 2,721
1,090 865
6,346 6,737
4,060 3,025
2,659 1,553
543 354
18,160 15,716
(769) (755)
$ 17,391 $ 14,961
$ (2,605) $ (2,642)
(3,834) (2,817)
(1,010) (376)
GILTI (2,815) (2,581)
(144) (344)
$(10,408) $ (8,760)
$ 6,983 $ 6,201
$ 7,181 $ 6,405
(198) (204)
$ 6,983 $ 6,201
2021 30 304 13 20
2022 2041
2020 20
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2021 2020 2019 134
125 84
2021 2020 2019 30
146 138 131
2021 2020 2019
125 121 120
2021 2020 2019 30
43 40 2021 2020 2019
274
579 515
30
2021 2020 2019
$ 13,792 $ 13,146 $ 11,961
(195) (31) (316)
790 647 2,106
461 366 508
(297) (331) (1,113)
) ) 0
$ 14,550 $ 13,792 $ 13,146
2004 2006 IRS 2011
2012 IRS 2004 2006 2011
2007 2009 IRS 2016
2010 2013 IRS 2018
2021 2004 2013 IRS
17 2004 2017
2021 30 IRS
12 12
1996 2020
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12
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30
2021 2020
$22,120 $ 18,643
17,710 16,620
4,311 3,917
$ 44,141 $39,180
2021 30
$39,180
94,565
(89,604)
$ 44,141
2021 30
1,410 50
15
30
2021 2020 2019
$ 2,127 $ 2,043 $ 1,707
$ 921 $ 611 $ 370
386 336 247
$ 1,307 $ 947 $ 617
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30
2021 2020 2019
$ 2,052 $ 1,829 $ 1,670
386 336 247
648 409 221
4,380 3,677 2,303
3,290 3,467 2,532
30
2021 2020

$ 11,088 $ 8,753
$ 1,962 $ 1,616
9,629 7,671
$ 11,591 $ 9,287
$ 14,107 $ 10,371
(2,306) (1,385)
$ 11,801 $ 8,986
$ 791 $ 540
11,750 8,956
$ 12,541 $ 9,496

12 13

2.2 2.7

3.4 3.9
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2021 30
30
2022 $ 2,125 $ 1,179
2023 1,954 1,198
2024 1,751 1,211
2025 1,463 1,537
2026 1,133 1,220
2027 4,111 8,856
12,537 15,201
(946) (2,660)
$ 11,591 $ 12,541
2021 30 54
73 2022
2026 15
2020 Microsoft Store
161
15
2021 30 63
1998 2010
2016
10 2020 11 23 2021 23
2014 ( SAMR )( )
SAMR

2019 SAMR
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45
2002
2009
FCC
FCC
2013
2014
2016 10
2018
2022
2021 30 339

Oy Microsoft Mobile Oy

46
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16
30
2021 2020 2019
7,571 7,643 7,677
54 116
(101) (126) (150)
7,519 7,571 7,643
2016 20 400
2016 12 2020
2019 18 400
2016 20 2020
2021 30 400 87
30
2021 2020 2019
25 $ 5,270 29 $ 4,000 24 $ 2,600
27 5,750 32 4,600 57 6,100
25 5,750 37 6,000 36 3,899
24 6,200 28 5,088 33 4,200
101 $ 22,970 126 $ 19,688 150 $16,799
2021 2020 2019 18
2020 2016 20 2019 18
2016 20
2021 2020 2019
44 27
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C )
2021
2020 15 2020 11 19 2020 12 10 $ 0.56 $ 4,230
2020 12 2021 18 2021 11 0.56 4,221
2021 16 2021 20 2021 10 0.56 4,214
2021 16 2021 19 2021 0.56 4,211
$ 2.24 $ 16,876
2020
2019 18 2019 11 21 2019 12 12 $ 0.51 $ 3,886
2019 12 2020 20 2020 12 0.51 3,876
2020 2020 21 2020 11 0.51 3,865
2020 17 2020 20 2020 10 0.51 3,856
$ 2.04 $ 15,483
2021 16 2021 30
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17 C )
(
2021 2020 2019
$  (38) $ 0 $ 173
(10)
34 (38) 160
@an 0 (341)
2 0 8
( (15) 0 (333)
(10) () 19 (38) (173)
$ (19 $  (38) $ 0
$ 5,478 $ 1,488 $ (850)
(589)
1,057 616 (2,216) 3,987 2,331
) (63) 4 93
( ) 13 (€Y} 19
( (50) 3 74
(602)
1,058 635 (2,266) 3,990 2,405
10 0 (67)
$ 3,222 $ 5,478 $ 1,488
$ (2,254) $ (1,828) $ (1,510)
)

) 873 (426) (318)
$ (1,381) $ (2,254) $ (1,828)
( $ 1,822 $ 3,186 $  (340)

18

2021 30
251
ESPP
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PSU
2021
@
(@) 2021 2020
PSU
2021 30
2021 2020
134 101 87

2019

2019
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30
2021 2020 2019
$ 6,118 $ 5,289 $ 4,652
1,065 938 816
PSU
30
2021 2020 2019
$0.51 - $0.56 $0.46 - $0.51 $0.42 - $0.46
0.00 -1.5 0.1 =-2.2 1.8 -3.1
126 $ 105.23
40 221.13
(58) 99.41
() 129.92
100 $ 152.51
120
221.13 140.49 107.02
2021 2020 2019
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?| Office Commercial

Chd

365 Office

Security and Compliance

?|  Office Consumer

Chd

Office Consumer

o

OooooOodd
ESPP
90 15 2012
2022 12 31 2021
10 2031 12 31 ESPP
30
2021 2020 2019
8 9 11
$ 207.88 $ 142.22 $ 104.85
88 ESPP
401 (k)
50
2021 2020 2019
10 877
GAAP
Office 365 Microsoft 365 Commercial Office

Office Exchange SharePoint Microsoft Teams Office 365

Skype for Business
Microsoft 365 Consumer

Skype Outlook.com OneDrive
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¢/ Dynamics Dynamics 365 ERP CRM Customer Insights Power Apps Power
Automate ERP CRM
57 Azure SQL Server Windows Server Visual Studio System Center
Client Access Licenses CALs GitHub
57 Microsoft
5?) Windows  Windows OEM Windows
Windows Windows Windows
Windows Windows Internet of Things
MSN
5P Surface PC
57 Xbox Xbox Xbox Game Pass
30
2021 2020 2019
$ 53,915 $ 46,398 $ 41,160
60,080 48,366 38,985
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54,093 48,251 45,698
$ 168,088 $ 143,015 $ 125,843
$ 24,351 $ 18,724 $ 16,219
26,126 18,324 13,920
19,439 15,911 12,820
$ 69,916 $ 52,959 $ 42,959
2019 10
30
2021 2020 2019
$ 83,953 $ 73,160 $ 64,199
84,135 69,855 61,644
$ 168,088 $ 143,015 $ 125,843

154/210



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

30
2021 2020 2019
$ 52,589 $ 41,379 $ 32,622
Office 39,872 35,316 31,769
Windows 23,227 22,294 20,395
15,370 11,575 11,386
10,289 8,077 6,754
8,528 7,740 7,628
6,943 6,409 6,124
6,791 6,457 6,095
4,479 3,768 3,070
$ 168,088 $ 143,015 $ 125,843
Azure Office 365 Commercial Dynamics 365
2021 2020 2019
691 517 381
Office
10
30
2021 2020 2019
$ 76,153 $ 60,789 $ 55,252
13,303 12,734 12,958
38,858 29,770 25,422
$ 128,314 $ 103,293 $ 93,632
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

INCOME STATEMENTS

fn million, Bxcepl par ahare anouns)

Year Ended Jine 30, fairdl 020 olm
Revenue:
Product 5 71074 F  GBEML 66,065
Service and other 97,014 74974 58,774
Total revenue 168,088 143015 125843
Cost of revenue:
Product 18,219 16017 16273
Service and other 34,013 30061 26637
Total cost of revenue 52,232 46078 42910
Gross margin 115,856 06,037 B2.033
Research and developrment 20,716 10 765 16,876
Sales and markeding 20,117 15,558 18.213
General and asmiristrame 5,107 5,111 4,885
Operating income 69,916 52,958 42950
Other income, pet 1,186 i 129
Income belore income taxes 71,102 53.036 43,688
Provision for income taxes 9,831 B.755 44498
Net income 3 6L2Z71 3 44281 38240
Earpings per share:
Basic % g1z 3 582 Bll
Diluied 5 BOS 3 576 5.06
Weighteo average shares outstanding:
Basic 7.547 T.610 7673
Hluted 7.608 76683 7.753

Refer 1o actompanying nNoes.
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i malliona)
‘rar Ended June 30, 021 bl 2019
et income $ 61201 44 781 38240
Other comprehensive income (loss), net of ta:
Met change refated to cdenvatives 19 {38) (173)
Net change related (o mvestments {2,266) 3,800 2405
Translaton adjustments and other 873 (426) {3LE)
Other comprebensive income (loss) {1,374) 3526 1914
Comprehensive income $ 59897 AT BOT 5 41154

Refer (o Accompanying notes.
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BALANCE SHEETS
i malliona)
Jure 30, 2821 2020
Assets
Current assets:
Cash and cash equivalents g 14,224 & 13,576
Shor-tenm invesiments 116,110 122,951
Total cash, cash eguivalenis, and shmqmm invesimens 130,334 136,527
Accounts receivable, net of allowance for doubtiul accounts of 751 and S788 38,043 32,011
Irventones 2,636 1,895
Other curment assets 13,393 11,482
Total cument assets 184,406 181.915
Propeny and eguipment, net of accumulared depreciation of 551,351 anc 543,197 59,715 44,151
Operating lease nght-of-use assets 11,0688 8,753
Equity investrments 5,984 2,965
Gooowi 48,711 43,351
Intargible assets, net 7,800 7038
Other long-tem asses 15,075 13,138
Toial assets 3 333,779 5 301,311
Liabilities and stockholders” equity
Currert halilites:
Accounts payabile 5 15163 % 12,530
Curmment portion of long-temn deld BO72 3,749
Accrued compensation 10,057 T.B74
Shoft-term income 1axes 2174 2,130
Shorm=term uneamed revenue 41,525 36,000
Other cument habilies 11,666 10,027
Total current liabilites 88,657 72,310
Long-tenm cebt 50,074 59,578
Long-enm income taes 27,190 20,432
Long-tenm unearmed revenue 2,616 3180
Defered income faxes 1868 206
Operating lease labilities 9,629 7,671
Other long-term liabilites 13,427 10,632
Total lintilites 191,791 183,007
Comimitments and coringencies
Stockholders’ eguity:
Common stock and paic-in capital = shares suthorized 24.000; outstanding 7,519 and 7,571 83,111 80,552
Hetained eamings 57,055 34,566
Accumulated other comprehensive income 1822 3,186
Total stockholoers' equity 141,568 118,304
Toual linbilities and stockholders’ eouity 5 333,779 5 301,311
Refer 1o accompanying notes.
59
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CASH FLOWS STATEMENTS
i millions)
Year Ended June 30, 2021 320 2010
Operations
Net income s 61,271 = 44281 3 48,240
Agjustments to reconcile net income o net cash from operations:
Deprediaton, amomizaicn, and oher 11,686 12,796 11,6682
Stock-based compensation expense 6,115 5289 4,652
Net recogrized gains oh investments and derivatives {1.249) {219 (702)
Deferred INcome axes {150} 1 {6,463)
Changes in operating assers and linbilities:
Accounts receivable (6.481) {2.5??] {2.812)
Irdertonies 3 597
Other cument assels 1.718
Other lorg-enm assets (3.4 1 03 1, Bﬂ-li
Accounts payable 2,798 3018
Uneamed revenue 4,633 2212 d, dE‘nE
Income [axes {2,.309) (3,631) 2929
Other current liabiliies 4,149 1,346 1419
Other lorg-term liabilides 1,402 1,348 581
Net cash from operations 76,740 BOETS 52,185
Financing
Cash premium on deld exchange 1,;_:’{ EE.M Q0
Repayments of debt 3, 5, {4,000)
Cormumon stock issued 1,693 1.343 1.142
Common stock repurchased (27,385) (22 .968) {18,543)
Comimen stock cash cividends paid (16,5 (1513 (13811
Other, net ki (334 {675
net cash used in financing (48,486) [46,031) (36,687}
Investing
Acditions to property and eguipment (20,56 {15441 {13,925
Acquisition of comparnies, net of cash acguired, and purchases of imangible and other assets (2. 52 {2,368
Purchases of investments (62,5 (771 (57.607
Maturities of investments 51,7582 G448 20,043
Sales of investments 14,008 17,721 B 18
Oher, net (822) {1.241) ]
Met cash used in invesiing {27.577) {L2,223) {15,773}
Effect of foreign exchange rates on cash and cash equivalents {29) {201 (115)
het change in cash and cash eguivalents 648 222 (S50}
Cash and cash equivadents. beginring of period 13,576 11,356 11,946
Cash and cash eguivadents, end of peniod s 14,224 = 13576 % 11356

Refer Lo accompanying notes,
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STOCKHOLDERS' EQUITY STATEMENTS

{in millions, Bxcepd per share amounts)

Year Ended June 30, 2021 a2 2010
Common stock and paid-in capital
Balance, begirming of period 5 BOSSZ 5 TB520 5 71223
Common stock issyed 1,963 1.343 6,825
Common stock repurchased {5,539) {4.504) {4.195)
Stock-based compensalion expense 6,118 5,289 4,662
Other, net 17 (1) 11
galance, end of period B3,111 Bl552 18.520
Retained earnings
Balance, beginning of period 34,566 24,150 13.682
Net income 61,271 44 7R 38,240
Common stock cash dividends {16,671} {15.483) {14.103)
Comimen stock repurchased (21,679 {13.3&%} {15,346
Cumulative effect of accounting changes IR} &7
Balance, end of period 57,055 34 566 24,150
Accumulated other comprehensive income (loss)
Balance, beginning of period 3,186 (340) {2.187)
Other comprehensie income (Joss) {1,374) 3526 1914
Cumulaiive effect of accounting changes 10 ] {E7)
Salance, end of period 1,822 3.186 {344
Total stockholgers' eguity $ 14198 5 1183 § 102330
Cash dividends declared per common share 5 224 5 204 5 1.84

Refer (0 ancompanying notes.
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NOTES TO FINANCIAL STATEMENTS
MOTE | — ACCOUNTING POLICIES
Accounting Principles

Our consolidated firancal statemenis and accompanying notes are prepared in accordance with accouniing principles gererally accepted in
the United States of America ("GAAPT).,

We have fecast eeain prior period amounts 1o conform o the currert penod presestation. The recast of these prior penod amourts hag no
mpact on our consolicated balance sheets, corsolidated income statements, of consdidated cash flows statements,

Principles of Consolidation

The consolidaied finrancial statemenis include the accounts of Microsoft Corporation and iis subsidianes. Intercompany ransacions and
balances have been diminated.

Estimates and Assumptions

Preparing financial statements requires maragement o make estimaies and assumptions ihat affect the reported amounts of asseis,
habilties, reverue, and expenses. Examples of esimates and assumplions include: for revenue recognition, determining the nature and
tirmirg of satisfaction of perfomance obligations, and determining the standalore selling price (SSP7) of perfomance obligations, variable
consideration, and other obligations. such as product retums and refunds; loss contingencies; product warrapties; the fair value of andfor
poental impairment o goodwill and ntangible assets for our reponting units; product ife cycles; useful lives of our tangible and intargible
assels; allowances for doubiful accownis: the market value of, and demand for, our inventory: stock-based compensation forfeiture rates;
when technological feasibility is achieved for our products; the potential outcome of Lncertain tax positions that have been recognized in our
consolidated financial statements or tax retums; and determining the tming and amount of imparments for investments. Actual results and
outcomes may cifer fiom management's estimales and assumplions due 0 msks and weenanies, including uncenainty in the current
BCONMNIC evironment cue o COVID-19,

In July 2020, we completed an assessment of the vseful ives of our server and network equipment and determined we should inorease the
esimated useful life of server eguipment from three years o four years and increase the estimated uselul life of petvwork equipment Trom wo
years o fowr years. This change in accounting estimate was effective beginning fiscal year 2021, Based on the camying amownt of server and
netwiork ecuipment included in propery and eguipment, net as of June 30, 2020, the effect of this charge in estimate for fiscal vear 2021 was
ain increase in operading income o 52,7 bilion and net income of 2.3 billion, or $0.30 per bath basic and diluted share,

Foreign Curréncies

Assets and labiliies recorded in foreign cumencies are wanslated at the exchange rate on the balance sheet date, Revenue and experses
are wanslated at average rates of exchange prevailing cduning the yvear, Translaton adjustments resuliing from this process are recofded 1o
other comprehensive income.

Revenue
Product Revenue and Service and Other Revenus

Procuct reverue includes sales from operaling sysiems, cross-device productivity applications, sener applications, business solution
applcations, deskiop and server management ools, sofbware development tools, video games, and handware such as PCs, ablets, gaming
ang enterainment consoles, other intelligent devices, and refated accessornies,

Sepvice and other revenue includes sales from doud-based solutions that provide customers with software. services, platforms, and conternt
such as Office 365, Azure, Dynamics 365, and Xbox, solution support; and consulting senices. Senvice and oher reverue also indwdes sales
froum cnline advertising and Linkedin,
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Revenue Recognition

Revenue is recognized upon transfer of conrol of promised products of senices to cusiomers in an amount that reflects the consideration we
expect o receive in exchange for those products or sendces. We enter into contracs that can incluce vanows combinalions of procucts and
services, which are generally capable of being distinct and accounted for as separate performance obligations. Revenue is recognized ned of
allowances for reurns and any taxes collected from customers, which are subseguently remitted to govermmental authorites,

Natwe of Froducts and Senices

Licenses for on-premises software provide the cusiomer with a night to use the soffware as it exists when made available 1o the customer.
Customers may purchase perpetual licenses or subsaoibe to Bcenses, which provide customers with the same funcionality and ciffer masnly
in the duration over which the customer benefits from the software, Revenue from distingt on-premises licenses i recognized upfront at the
point in time when the software is made available w the customer, In cases where we allocate revenue o software updates, primarily
becavse the updates are provided af no agortional charge, revenue i recognized as the updates are provided, which is generally ratably over
the estimaied fife of the related device or license.

Certain volume Bcensing programs, including Erterprise Agreements, incluce or-premises licenses combined with Software Assurance
("SA7). SA conveys nighis 10 new soffeare and upgrades released over the contract period and provides support, tools, and saining w belp
CUSIMErs depoy and use procucts more eficiently, Or-premises licenses are considered distinct performance oblipations when sold with
SA, Reverue aflocated to SA is gpenerally recognized ratably over the contract period as customers simultaneously consume and receive
benefins, given thal SA comyprises dstino perlomance obligations that are satisfied over Gme,

Cloud services, which allow customers (o use hosted software over the comtract pericd without taking possession of the software, are
provided on either a subsoription of consumpion basis, Revenue related o couwd services provided on a subscription basis is recognized
ratably over the contract pernod. Revenue related to clowd service s provided on a consumpdion basis, such as the amount of storage wsed in a
pericd, is recognized based on the customer uilization of such resources, When doud services require a significant level of integration and
interdependency with software and the individual components are not considered distinct, all revenue is recognized over the perod in which
thie eloud services ane piovided.,

Revenue from search adventising is recognized when the acverisement appears in the search results of when the action necessary 1o earm
the revenue has been completed. Revenue from consulling senvices is recognized as senices are provided,

Our hardware is generally highly dependent on, and interrelated with, the undedying operating system and cannod function without the
operating system. In these cases, the hardware and software license are accourted for as a single performance obligation and revenue is
recognized a the point in tme when ownership is rarsferred o resellers or directly 10 end customers through retail stores and onling
marketplaces.

Refer 1o MNote 19 - Segment Information and Geographic Data for further information, including revenue by significant product and service
offering.

Sigrifcant Jdgments

Our contracts with customers often include promises o wansfer multiple products and services 10 a customer, Determining whether produects
ang sefvices are considered distingt perfomance obligations that should be accourted for separately versus together may require significant
jucgmert. When a cloud-based service incudes both on-premises software licenses and cloud services, judgment is reguired 1o determine
whether the software license is considered disting and accounted for separately, of nof distinet and accounied for wogether with the cloud
sefvice and recognized over time. Certain cloud senvices, primarily Office 365, depend on a significant level of integration, interdependency,
and interrelation between the deskiop applications and cloud services, and are accounted for ogether as one performance oldipation,
Revenue from Ofice 365 is recogrized ratably over the period inwhich the cloud services are proviced.

B3
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Judgment is reguired o determine the 552 for each distinet performance obligation. We use a single amount 1o estimate S58 for items that
are nol sold separately, including on-premises licenses sold with SA of software updates prowvided atl no additonal charge. We use a range of
amounts 1o estimate S52 when we sell each of the products and senvices separately and need (o detenmine whether there is a discount to be
allocated based on the relative 55P of the various products and Services,

In nstances where SSP s not ciedly observable, such as when we do not sell the product of service separately, we determine the SSP
using informeation that may include market conditions and other chservable inpus. We typically have more than one S5° for individual
products and senvices due (o the stratification of those products and services by customers and circumstances. In these instances, we may
use information such as the size of the cusiomer and geographic region in determining the 5582,

Due 1o the various benefits from and the natuee of our SA program, jedgment is required 1o assess the pattern of defivery. including the
exercise patern of certain berefits across our penfolio of cusiomers,

Our products are generally sobd with a right of retum, we may provide other credits of incentves, and in cenain iNsances we estimate
customer usage of our products and services, which are accounted for as vanable consideration when determining the amount of reverue 1o
recognize. Befums and credits are esfimated af cortract inception and updated af the erd of each reponing pericd if acditonal infomation
becomes avallable, Changes 1o oul estimated vanalle consideration were nol matciial for the pefiods presented.

Contract Balances and Other Recenvables

Timing of revenue recognition may differ from the Gming of invoicing to customers, We record a receivable when revenue is recognized prio
1o irvoicing, of uneamed revenue when revenue is recoprized subseguent o involcing, Fof multi-vear agresments, we generally involce
custormers annually at the beginning of each arnual coverage period. We record a recefvable related (o revenue recognized for multi-year on-
premises licenses as we have an unconcitional right (o mvoice and receive payment in the future related to those licenses.

Uneamed revenue comprises mainky uneamed revenue related 1o volume licensing programs, which may incude 54 and doud services,
Unearmed revenue is generally invoiced annually at the beginning of each contract peiod for multi-year agreements and recogrized ratably
over the coverage period, Uneamed revenue also includes paymenis for consulting services o be performed in the fuiwre, Linkedin
subscriptions, Office 365 subscriptions, Xbox subscriptons, Windows 10 post-delivery support, Dynamics business solutions, and other
offerings for which we have been paid in advance and eam the fevenue when we transfer contiol of the product oF senvice.

Refer o Note 13 - Unearned Revenwe for further information, induding vnearmed revenue by segment and changes in uneamed revenue
gurirg the penod.

Payment terms and conditicns vary by contract type, alibough terms generally include a reguirement of payment within 30 o 60 days. In
instances where the timing of revenue recognition differs from the tming of invoicing, we have determined our contracts generally do not
include a significant financing component. The primary purpose of our involcing 1enms is (o provice customers with simplified and predictable
warys of purchasing our products and senvices, not o receive financing from our customers or o provide customers with finandng. Examples
mclude invoicing at the beginning of a subscription termn with revenue recognized ratably over the contract period, ang mulii-year on-premises
licenses that are mvoiced annually with revenue recognized vpfront.

As of June 30, 2021 and 2020, other receivables due from suppliers were 5965 million and 3442 million, respectively, and are included in
accounts receivable, net in our consolidated balance sheets,

As of June 30, 2021 and 2020, long-term accounts receivable, net of allowance for doubtiul accounts, was 23.4 billion and $2.7 billicn,
respectively, and is induded in other long-tenm assets in our consolidated balance sheets,

The allewance for doubtful accounts reflects our best estimate of probalble losses mherent in the accounts recevable balance. We detemine
the allovance based on known rouled accounts, histoncal experience, and other curmently available evidence,

B
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Activity in the allowance for doubifid accounis was as follows:
|In miillions)
Y Ended Juné 20, 2021 20 2818
Balance, beginning of period s 816 35 434 5 3a7

Charged o costs and aber 234 SED 153

Wiite-offs (252) (178) {116)
Balance, end of penicd 5 798 3 Bl 5 434

Allovaanee fof doubtful accourts induded in our consolidaed balance sheets:

fin millions)
Jure 30, 2021 2020 2018
Accounts receivable, net of allowance for doubtful accounts -] - - BB % 411
Other long-tenm assets 47 28 23

Total s 788 % 8l % A34

We recorc financing receivables when we offer cenam of our customers the oplion (o acouire our software poducts and services offerings
through a financing program in a imited number of countries, As of June 30, 2021 and 2020, our finarcing receivables, net were 54,4 billion
and $5.2 billion, respectively, for shom-term and long-term financing receivabldes, which are included in other current assets and other long-
18M asses in our consolidated balance sheets. We record an allowance 1o cover expected losses based on roubled accounts, historical
experence, and ofher curently available evidence,

Assets Recognized from Costs io Gbtain a Contract with a Customer

We recopnize an assel for the incremental costs of obtaining a contad with a customer if we expect the benefit of those cosis 1o be longer
than one year, W have determined that certain sales incentive programs meet the requirerments to be capitalized. Total capitalized costs o
olxain a contract were immaterial dunng the pericds presented and are included in other cument and long-term assets in our consolidated
balance shees.

We apply a practical expedient fo expense costs as inoumed for costs o obiain & contract with 8 customer when the amotization period
wild have been one year of less. These costs indude owr internal sales force compensation program ang cerain partner sales incentive
programs as we have determined annual compensation is commensurate with anrual sales activities.

Cost of Revenue

Cost of ievenue indudes: manufaciuiing and disribution costs for products sold and programs licensed: operating costs related o product
suppoit service centers and product distibution centers; costs incurred to include software on PCs sold by original eguipment manufacturens
{"DEM"), 1o drive waffic (o our websites, and to acguire online advertising space; costs incumed o suppo and maintain online products and
services, including datacenter costs and royalies, warranty cosis; inventory valuation adjusoments; cosis assoclated with the delivery of
consuling services; and the amornization of capitalized software developrment costs. Capitalized software development coses are amotized
over the estimated lives of the procucts,

Product Warranty

We provide for the estimated costs of fullilling owr obigations under hardware and software warraries at the time the related revenue is
recognized, For hasdware waraniies, we estimaie the cosis based on historical and projected produdt failure rates, historical and projecied
repal costs, and knowledge of specific product failures (f any). The specific hardware wanmanty terms and conoilions vary depenting upon
the product sold and the country in which we do business, but gererally irchude pans and labor over a period gererally ranging from 90 days
o three years, For softwane warranties, we estimate the costs o provede bug fikes, such as secunty patches, over the estimated life of the
software, We regularly reevaluate our estimates (o assess the apeguacy of the recorded warranty liabilites and adjust the amounts as
NECESSAry.
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Research and Development

Research and development expenses include payroll, employee benefits, stock-based compensaion expense, and other headcount-related
expenses associatec with procuct development. Research and development expenses aleo ncluge thind-pany  development and
programming costs, localization cosis incurred to translate software for intemationad markets, and the amortization of purchased software
code and services content. Such costs related o software development are induded in research and development expense untl the poing
that wechrological feasibiling is reached, which for our software products, is penerally shonly before the procucts are released 1o production.
Once technological feasibility is reached, such costs are capflalized and amortized to cost of revenue over the estimated lives of the products.

Sales and Marketing

Sales ard marketing expenses indude pawoll, emplovee benefits, stock-based compensation expense, and ofher headcount-related
expenses associaled with sales and marketing persornel, and the costs of advenising, promotions, race shows, seminars, and other
rOQrams, Acvenising costs ane expensed as incurmed . Advemisang expense was 515 bilion, $1.6 bilion, and 1.6 billion in fiscal years 3021,
2020, and 2019, respectively.

Stock-Based Compensation

Compensaton cost for stock awards, which include resmicied stock units ("RSUS™) and perfomance stock units ("PSUST), is measured at the
fair walue on the grant gate and recognized as expense, net of estimated forfeitures. over the related service of perfonmance perod. The fair
value of stock awards is based on the guoled price of cur common stock on the grant date less the present value of expected dividents md
receied during the vesting penod. We measure the fair value of PSUS using a Morte Cailo valuation model. Compensation cost for RSUs s
recogrized using the sraight-ine method and for PSUS is recopnized using the accelerated method.

Compensation expense for the emplovee stock purchase plan ("ESPP) is measured as the discount the emplovee is entifed w upon
purchase and is recognized in the penod of purchase.

Income Taxes

Income tax expense inclutes U.S. and international income taxes, and interest and penalties on uncertain tax positions. Cenan income and
ENPENSES arg Nt reponed in tax retums and inancial satements in the same year, The 1ax effed of such temporary ciferences is reponed
as defermed income [@mxes, Deferred tax assets are reported ret of a valuation allowance when it is more lkely than not that a tax benefit will
not be realized. All defemred income taxes are dassified as long-term in our consolidated balance sheets,

Financial Instruments
Investments

We consider all highly licusd interest-eaming irvestments with a maturity of three months or less o the date of purchase o be cash
eguivalents. The fair values of these investments. approximeate their camying values, In gereral, investments with oniginal maturities of greater
than three months and remairing maturites of less than one year are classified as shon-term invesimenis. Invesmments with maiurities
beyond one year may be classified as shor-temm based on their highly Bguid nature and because such marketable securiies represent the
ivesiment of cash that is available for current operations,
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Debt invesiments are classified as available-for-sale and realized gains and losses are recorded wsing the specific identification method,
Changes in fair value, excluding credit losses and impaimments, are recorced in other comprehensive income. Fair value is calculated based
on publcly available market information or other estimates determined by rmanagement. I the cost of an investment exceeds its fair vabue, we
evaluate, among oiher factors, general market conditions. crecit guality of cebd instrument issuers, ang the extent o which the Tair value is
less than cost. To detemmine credil losses. we employ a systematic methocology that considers available guantitative and gualitatve
evidence. In addition, we consider spedific adverse conditions related o the financial healih of, and business outlock for, the nvestee. If we
have plars o sell the securnty or it is more likely than not that we will be reguired to sell the secunty before recovery, then a dedine in fair
vilue below cost is recorded as an impairment charge in other income (expense}, net and a rew cost basis in the investment is esiablished. If
marked, industry, andiol invesiee concitions celeriorale, wWe may incwr future Impainments.

Eguity investmenis with readily determanable fair values are measured ai fair value, Equity investments withowt readily cetenminable fair
values are measured wsing the eguity method or measured at cost with agjustiments for ocbsenvalde changes in price of impaimments (refemed
1o as (he meascrement aiernative). We perfom a gualitative assessment on a penodic basgis and recopnize an impainment il there are
sufficient indicators that the fair value of the investment is less than carrying value, Changes in value are recorded in other income (expense),
net.

Derivatives

Derivative instruments are recogrized as either assets or iabilites and measured at fair value, The accounting for changes in the fair value of
a derivative depends on the intended use of the derivative and the resulting designation,

For derivative instruments designated as fair value bedges, gains and fosses are recogrized in other incorme (expense), net with offsening
gains and losses on the hedged items. Gains and losses representing hedge components excluded from the assessment of effecliveness are
recognized in other income (expense), net.,

FOr deivative nsirumens cesignated as cash flow hedpes, gains and losses are inidally reponed as a component of other comprehensive
income and subseguently recognized in eamings with the comesponcing bedged item. Gains and losses representing hedge components
excluded from the assessment of effectiveness are recognized in eamings,

Foi derivalive irstruments that are not desigrated as hedges, gauins and losses from changes in fai values are primadly recognized in olher
NCome (expense), net,

Fair Value Measurements

‘We account for certain assefs and Babiliies ai fair value. The hierarchy below lisis three levels of fair value based on the exent o which
inputs used in measuring fair value are obsenvable in the market. We categorize each of our fair value measurements in one of these three
levels based on the lowest level input that is significart © the far value measurement in is entirety. These levels are:

s Lovel 1 —inputs are based upon unadjusied guoted prices for identical nstruments in acive markets. Our Level 1 invesiments
include LS. government securiiies, common and preferred siock, and mutual funds. Our Level 1 derivative assets and liabiliies
include those actively raded on exchanges.,

» level 2 —nputs are based upon guoted prices for similar insouments in active markeds, cuoted prices for identical or similar
irstrements in markets that are not active, and model-based valuation techrigues (e.g. the Black-Scholes moded) for which all
sigrificant mputs are observable in the market or can be comcborated by observable market data for substantially the full tenm of
the assets of liabilities. Where applicable, these models project future cash flows and discount the fulure amounts 10 a present
value using markei-based observable inputs including interest rate curves, credil spreads, foregn exchange raes, and forvard
and spot prices for cumencies. Our Level 2 investiments include commercial paper, certificates of deposit, U.5. agency
securities, foreign government bonds, mortgage- and asset-backed securities, corporate notes and bonds, and municipal
securities. Our Level 2 dervative assers and Babilities primarily indude cemain over-the-counter option and swap coniracts,

BT
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«  level 3 - inputs are generally unobservable and ypically reflect managemen’s estimates of assumptions that market
panicipants would use in picing the asset or Bability, The fai values are therefore determined using model-based technigues,
including opion pricing models and ciscourted cash flow models. Our Level 3 assets and liabdities include investments in
corporate notes and bonds, municipal securnities, and goodwill and intangible assets, when they are recorded at fair value due o
an impaimment charge. Unobservable inputs used in the models are significart to the fair values of the assers and Rabilides.

We measure eguity investments withowt reacily ceterminable fair values on a nonrecurming basis. The Tair values of these imvesiments are
determined based on valuation technigues using the best information available, and may include guoted market prices, market comparables,
and discounted cash flow projections,

Our oeher current financial assets and cument financial liab#ites have fair values thar approximare thelr camying values.

Inventories

Irvertonies are stated al average cost, subject to the lower of cost or net realizable value, Cost inclutes materials, labor, and manufacunng
overhead related o the purchase and producion of inventories. Met realizable value is the estimated seling price less esimated cosis of
completion, disposal, and ransportation. We regularly review inventory guantities on hand, fulure purchase commiiments with our suppliers,
ang the estimated utility of our inventory, f owur review indicates o reduction in utility below camdng value, we reduce our inventory to 8 new
cost basis through a charge o cost of revenue,

Froperty and Equipment

Propery and eguipment s stated at cost less accumulbated depreciation, and depreciaed using the sraight-line method over the shomer of
the estimated wseful life of the asset or the lease term. The estimated uselul lives of our property and eguipment are generally as folloes:
computer software developed or acouired for intemal use, three 10 seven years, computer equipment, two (o four years; bulldings and
improvements, five o 15 years; leasehold improvements, three o 20 years; ard furniure and eguipment, one 10 years. Land is not
depreciated.

Leases

We determire if an amangement is a lease at inception. Operating leases are included in operating lease right-of-use ("R0L7) assets, other
currert liabalities, and operating lease liabiliges in our consolidated balarce sheets. FAnance leases are included in property and eouipment,
other curent abilities, ard ciher long-tenm labilites in our consolidated balance sheels.

ROU assets represent our roht 1o use an underlying asset for the lease term and lease liabilites represent our obligation o make lease
payinents ansing from the lease. Operating lease RO assels ang labiiies are recognized al commencement dale based on the present
value of lease payments over the lease term, As most of our leases co not provide an implicit rate, we generally use cur incremental
borrowing rate based on the estimated rate of interest for collareraized bomowing over a similar term of the lease payments at
commencement date. The operaiing lease ROU asset also includes ary lease payments made and excludes lease incertives. Our lease
terms may include opions to extend o terrminate the lease when it is reasonabdy cenain that we will exercise that option. Lease expense for
lease payments is recopnized on a straight-line basis over the lease term.

We have lease agreements with lease and non-ease components, which are gererally accounied for separately. =or cemain equipment
leases, such as webicles, we account for the lease and non-lease componenis as a single lease component, Additionally, for certain
equipment leases, we apply a porfolic approach o eflectively account for the operating lease RO assets and liabilities,

Goodwill
Goodwill is tested for impaiment af the reporting unit level (operating segment of one level below an operaling segment) on an annual basis

(May 1 for us) and between anrual tesisif an event ocours of circumstances change that would more likely than not reduce the fair value of a
repoing unit below its carrying value,
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Intangible Assets

Our intangible assets are subject 1o amomization ard are amortized using the soaight-line method over thelr estimated pericd of benedit,
ranging from one o 20 years. We evaluate the recoverability of intangibbe assets periodically by taking into account events or o cumsiances
that may wamant revised estimates of useful lives or that indicate the asset may be impaired,

Recent Accounting Guidance
Recently Adopted Accourning Guidance
Firancial insirtments — Credit Losses

In June 2016, the FASE issued a new standard to replace the incumed loss impairment methodology under cument GAAR with a methodology
that reflects expecied credit losses and reguires consideration of a broader range o reasonable and supporiable information 1o infom credin
loss estimates. We acopted the standard effecive July 1, 2020, We use a fooward -looking expected credit loss model for accounts recenvable,
loans, and other financial instruments. Credit losses relating to available-for-sale debd securities are recorded through an allowance for credit
losses rather than as a reduction in the amoized cost basis of the secuities, We applied a modified retrospective approach through a
cumulative-effect adjustment (o retained carmangs as of the effecive date o align our credit loss methodology with the new standard. The
adoption of the standard did not have a material impact on our consolidated financial statements.,

Recent Accouwnting Guidance Not Yet Adoprted
Accounting for income Taxes

In December 2019, the FASE issued a new standard 1o simplify the accounting for income taxes. The guidance eliminates cerain excepions
related to the approach for intraperiod tax allocation, the methodology for calculating income axes in an interim pericd, and the recognition of
defemed ax linbilides for ousice basks differences related o changes in ownership of eguity method invesiments and forelgn subsidianies.
The guidance also simpifies aspects of accounting for ranchise taxes and enacted changes in tax laws or rates, and clarifies the accounting
for ransactions that resuli in a step-up in the tax basis of goodwall. The standard will be effective for us beginning July 1. 2021, We have
completed our assessment and concluded that adoption of the new standard will no have a materal mpact on our consolidated finarcial
SIAEMEnis.

NOTEZ — EARNINGS PER SHARE

Basic eamings per share ("EFST) is computed based on the weighted average number of shares of common stock outstancing during the
pericd. Diuted EPS s computed based on the weighted average number of shares of common slock plus the effect of dilutive polential
common shares outstanding curing the period using the reasury stock method, Dilutive potential common shares include outstanding stock
oplions and stock awargs,

The components of basic and dilued EPS were as follows:

{in millions, BExCEp) sarnings per share)

Wear Ended Juas 30, 2021 2020 2018
et income available for common shareholders (A) 5 61271 % 443781 5 38,240
Weighted average outstancding shares of common stock (8) 7,547 7610 TEF3
Dilutive effect of stock-based awards &1 73 80
Common stock and comimon stock eguivalents (C) 7,608 7683 7.753
Enmings Per Shane

Basic (AB) 5 812 3 582 8§ 8.1l
Deluted {(AJC) 5 805 % 576 % 5,06

Anti-tilutive siock-based awarcs excluded from the calculations of diluted EPS were immaterial during the perods preserted.
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NOTE 3 — OTHER INCOME {EXPENSE), NET
The componens. of cher income (expense), net were as follows:
{n mallliria)
Wear Ended Jurié 30, 01 2028 2014
Interest and dividens income 3 2131 % 2680 5 2.762
Irterest expense (2,348) (2.591) {2 68E)
Net recognized gains on investments 1,232 32 648
Pt gairs on derivatives 17 187 144
Net pains (losses) on foreign currency remeasuremants 59 {19 ﬁ&
Other, neq 98 {4 5
Total 5 1,186 35 w8 729
Met Recognized Gains (Losses) on Investments
et recogrized gains {Josses) on debt invesiments were as follows:
fin millions)
Year Ended June 30, FH| 2020 219
Realized gains from sales of available-for-sale securities 5 1 5 0 - 12
Realized losses from sales of available-for-sale secunities {20} 3 {93)
Impairments and allowance for credit losses vl {16)
Total 5 [ - 4 = ny]
Netrecogrized gains (losses) ol equity irvestments were as follows:
fin maliong)
Year Ended June 30, Fird | 2@ Zaola
fet realized gains on investments sold 5 123 35 B3 % 276
Net unrealized gains on investments sill held 1,057 69 475
Impasrments of nwesiments {11) {118) {10)
Total -3 1,189 = B = Fa5
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Investment Components
The components of imeestments were as follows:
Cash
Fair Valus Addjusied Unawalized Unirealiced Recarded and Cash She-1erm Eepty
fin malli pria) Lwvel Coat Basis Caans Losass Busin Eepirelrd s It masni s IFvestme s
Jure 30, 2821
Changes m Fair
Ve Reconded
e Crihar
Compielsntne
T o I
Comenes cal
paper Level 2 % 4316 5 [1] - 1] 5 4316 3 1,331 £ 285 L 0
Cenificates of
depasit Leved 3 3,615 o 0 3,615 2,920 695 0
U.S. government
seCutiies Level 1 80,564 3,832 (111) 94,385 1,500 92,885 0
U.S. agency
SECUIES Lewel 3 BO7 2 ] 809 1] BO9 1]
Foredgn
governmen
bonds Level 2 6,213 ) 2) 6,220 225 5,005 1]
Moigage- and
asset-backed
SeLurities Levwe] 2 3442 22 (&) 3,458 [ 3,458 1]
Cofporate noles
and bonds Level 2 8443 249 [E]] 8,683 L] 8,683 1]
Cofporale noes
ang bonds Level 3 63 1] ] 63 [1] 53 1]
Muricipal
SECUrHies Level 2 308 B3 o 371 [1] ir1 1]
Municipal
SECUTIES Level 3 13 1] ] BB [1] BB 1]
Total debt
investmens S 117,966 & 4177 5 (135) 5 122,008 5 5876 5 116,032 5 1]
Changes in Far
Valur Recomded
i Hed bnooms
Enuity
investmenis Leved 1 & 1582 5 76 5 o 5 606
Eruity
(L% L T i Cahet 5378 1] i 5378
Tolal equity
investments 5 5960 5 a76 5 o 5 5,984
Cash 5 Tar2 H 7,272 5 o 5 1]
Derivalives, net
() 78 1] 7B (]
Total 5 136,318 5 14224 £ 116,110 5 5,984
T
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Cash
Faulr Viabue Argusind Wnaeal e Urweailizeel Reenoaried mnd Cash Shor-1emm Erjuaty

i malliona) Level Caosi Basis Cans Loases Basis Ery 5 I 05 i ]
Jure 30, 2020
Changes m Far Valus Recorded in

Drhar Comprehieran s Inoome
Commercial paper Lewal 2 5 4687 5 15 0% “BBE 5 1618 5 3070 5 o
Ceificales of deposit Lo 2 2 808 il a 2 808 1646 1,252 i
LS. gowvernment securities Lewvel 1 &2 067 6,495 {1} L | 3,168 95,3683 o
US. agency securises Lewed 2 2,438 2 a 2441 Aty 1,992 o
Foredgn govemment bonds Leved 2 65,982 & {3 6985 1 6,084 o
Mongage- and asset-backed

SELURES Level 2 4, BE65 41 (&} & 900 4] 4900 o
Cofporale noles and bonos Lewed 2 8500 327 {17} 8810 1] 8810 o
Cofporate notes and bonas Level 3 BR o ] BB 4} 58 o
Municipal securities Lewel 2 313 57 {4} 366 i} 366 o
Munizipal Secunties Lewel 2 o1 i) 1] o1 1] 2| o

Total debl investments 5 122000 % 6a20 5 (3) & 1369708 £ GHAZ 5 1224916 % o
Changen mn Fisr Valis Recorched in Het

I caires
Exuity imvestments L 1 5 1198 £ B4 B ooE 414
Equity imestments Citthey 2551 4] o 2,551

Towml cguity Bvestmens £ 3740 & TH4 % 0% 2,065
Cash E] 5910 & 5510 5 (-] o
Defhvatives, net (o) 35 4] 35 it

Total ¥ 139482 B 13676 % 132851 % 2,55

(a) Refer o Note 5 - Dermvabives for further information on the fair value of our derivanive msSIrmens.

Equity investments presented as “Cther” in the tables above include imvestments without readily determinable fair values measured wsing the
equity method o measwred at cost with adjustmerts for observable changes in price or impaiments, and investments measured ol fair value
using net asset value as a practical expedient which are not categonized in the fair value hierarchy. As of Jure 30, 2021 and 2020, equity
Ivestments without readily determinable fair vadues measured af cost with adjustments for ohsenable chanpes in price or IMpainments were
£3.3 billicn and £1.4 illion, respectively,

Unrealized Losses on Debt Investments

Debt investrments with continuous unrealized losses for less than 12 months and 12 months o greater and their relaed fair values were as

follows:
Less ghan 12 Momhs L2 Months or Greaber T
ol
Urirealizad Urweadizad Total  Uswealized
in millioris) Faar Vialus Lossas Fauir Vil Lioages Fair Vakue Liossas
Jurw 30, 2021
LLE. govermnment and apency securilies s 5294 $ {111) 0s 0 s 520 S {111)
Foreign povernment bonds 3,148 (1) 5 (1) 3,153 (2}
Mortgage- and assel-backed securities 1,211 87 1,298
Corporate notes and bongs 1,678 {aﬂj 34 E} 1712 E}
Municipal securities 58 N 1 0 58 ]
Toital $§ 11389 § (132)% 127 § (3)8 11516 8  (135)

T2
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Less than 12 Montha 12 MardPes o Craslar
Unewalizd Unaealized Totl unr.u-l—::

fin mattiona) Fair Vnbus Lomss  Fair Vahue Lonses Fair Valus Lonses
Jure 30, 2020
LS. govemnment and agency securities 3 2323 % 1'% 0% 0% 2323 % i
Foreign govemment bonds S00 0 0 ]
Morgage- and asset-backed securities 1014 [1] 4] 1,014
Corporate notes and bongs 649 (L7 ] 0 BAD (1
Wunicipal securities 66 {4 0 0 66 {4

Total 5 4552 % (31) 5 0% D% 4552 5 {31)

Unrealized losses from fixed-income securiies are primarily atributable 1o changes in interesi rates. Management does not believe any
remaining unrealized losses represent impairments based on owr evaluation of available evidence.

Debt Investment Maturities
Adjused Eslunated
fin mallions) Cost Basis Fair Vadue
Jure 30, 2521
Due in one year of less L 22612 % 22,676
Due after one year through five years 67,541 70,315
Due after five years through 10 years 25212 26,327
Due after 10 vears 2,601 2,690
Total 3 117,966 5 122,008

NOTES — DERIVATIVES

We use derivative instruments (o manage risks related to foreign cumencies, interest rates, equity prices, and credit; 1© enhance imvestment
retums; and o faciliiate portfolio civersification. Our objectives for holding derivatives include reducing, elimirating, and efiiciertly managing
the economic impac of these exposwes as effectively as possible. Our derivative programs include strategies that both gualify and do not
gualify for hedge accourting treatment.

Foreign Currencies

Cenain forecasted ransactions, assets, and liabilites are exposed 1o foreign cumency risk. We moniton our foreign cumency exposures clasy
o maximize the economic effectiveness of our foreign cumency hedge positions,

Foreign curtency fisks related (o oemain non-).S, dollar-denominated investiments are hegped using foreign exchange forwand cortracts thal
are gesignated as Tair value hedging insuments. Foreion currency risks related 1o celain Euro-denominated debi are hedged using foreign
exchange forward contracts that are designated as cash flow hedging instruments,

I the past, option and forwand cortracts were used 1o hedge a portion of forecasied inemational revenue and were designited as cash flow
hedging instruments. Prncipal currencies hedped mcluded the Euro, Japanese yen, British pound, Canadian dollar, and Australian dollar,

Certain options and forwards not designated as bedging instruments are also used o manage the variability in foreign exchange rates on
certan balance sheet amounts and (o manage ofher foreign cumrency exposunes,

Interest Rate

Irterest rate risks related to certam fived-rate debd are hedged weing irerest rate swaps that are desigrated as fair value hedping instiuments
1o effectively comvert the fixed interest rates © floating nterest rafes,

73
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Securities held in owr fixed-income portfolio are subject o cifferent interest rate nisks based on their maurities. We manage the average
matugity of our fied-income portfolio © achieve economic retwns that cormelate o cerain broad-based foed-income indioes using exchange-
raded oplion and fulures confracts and overthe-counter swap and oplion confracts. These confracts are pol designated as hedging
instruments and are included in "Other conracts™ in the tables. bebew,

Equity

Secuniies beld i our equity investments poitfolio aie subged o market price nsk. Al ames, we may hold optiens, futures, and Swap corracts.
These contracts are nol designated as hedging instruments and are included in "Other contracts” in the mbles below

Credit

Our fixed-income porfolio is diversified and consists pimarnily of invesiment-grade securities. We use credit default swap contracts to manage
credil exposures relative (o broad-based indices and w facilitate porfolio diversification. These contacts are nol cesignaled as hedping
instrurnents and are included in “Other conracts” in the tables belos.

Credit-Risk-Related Contingent Features

Cerain of our counterpany agreements for dervative nsiruments conan provisions that reguire our issued and outstanding long-enm
unsecured defd o maintain an imesment grade credit rating and reguire ws o mairtain manimom liguidiey of $1.0 billion. To the extert we fail
to meet these requirements, we will be required 1o post oollateral, similar to the standard convention related o over-the-counter dervatives.
As of June 30, 2021, our long-term unsecured debd rating was AAA, and cash invesiments were in excess of 1.0 billion. As a result, no
collateral was reguired 1w be posted.

The following tahle presents the notional amourts of our outstanding derivative nsruments measwred in U, 5. dollar equivalents:

Jurw 33, June 39,
fin millions) 2021 z020
Desigrated o Hedgng Instrenen s

Foreign exchange contingls purchased g B35 5 635
Foreign exchange corracts sold 6,081 6,754
Interest rate contracts purchased 1,247 1295
Hot Desgnated as Hedging Instnemeni s

Foreipn exchange cortiacts purchaced 14,223 11,896
Foreign exchange contracts sold 2339 15585
Other contracts purchased 2,456 1.844
Other conracts sold 763 n7

4
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Fair Values of Derivative Instruments
The Tollowing ahle presents our oef vative iNSIrumenis:
[T T D vl B Do el el ke ful i
fin millions) Aaseis Liabikiies Asseis Liabilities
S 30, June 30,
2021 2020
Dvicksi g Al 58 H sl s 3 BT Pl i
Foreipn exchange corracls g 76 3 m 3 41 5 (54)
IMEres rate conracts 40 0 93 0
Het Dessgnabed a8 Hedgird Instneman &
Foreign exchange contracts 227 {251) 245 (334)
Other conracts 56 {38) 18 {11}
Gross amounts of derivatives 399 400
Gross amounts of derivatives offset in the balance sheet (141} 142 {154} 158
Cash collater al received o (42) 0 {154)
Met amourts of dervatives g 258 5 (235) & 246 % (305)
Feparied as
Shon-term invesiments 5 7B 5 0 % b . - [i]
Other cument asses. 137 0 195 0
Other long-1emn assels 43 ] 12 0
Other current kabilities ] {1B2) ] (334)
Other long-temm liabilites (53) 0 {E1)
Teaal 5 258 5 (235) % 2a6 5 {355)

Gross demadive assets and liabilines subject o lepally enforceable master neting agreements Tor which we have elected 1o offsel were 5395
mllion and $335 millkon, mﬁpediu'eh,r, as o June 30, 2021, and 3399 million and 3353 millon, respectively, as of June 30, 2020,

The following table presents the fair value of our derivalives insuments on a gross basis:

{in millions) Lmval L Lewvel 2 Lewel 3 Todal

Jure 30, 21

Derivative assels ] 0 % 3% & 3 s 399

Derivative liabilities 0 (338) 0 {33s5)
Jurse 30, 220

Derivalive assets x 308 1 400

Derivative liabilities 0 (z04) 0 {399)

5
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Gairs {losses) on detivative insiiumenis recogrized in ow consolidated income statements were as follows:

i millions)
Year Ended June 30, 2021 2020 20148
[ T dber her
Iric comee Income Income
(Exparise), [Expirma), [Exparme),
LT R Hat IRy L1 Riban Hae
Dimenig o s Fosr Vadus Hecgindg insinemsnis
Foreign exchange comracts
Derivatives -] o 3 193 % 0 5 1 & 0 = {130)
Hecged ilems ] (1B8) ] 3 ] 130
Excluced from effectiveness assessment o 30 ] 139 0 168
Interest rate contracts
Derivatives ] (37) 0 93 1] 4]
Hecged items ] 53 0 (93) ] 0
Designated as Cash Flow Hedgnp Insiruments
Foreign exchange contracis
Amount reclassiiied from accumulated
other comprehensive income ] 17 0 0 341 0
Excluded from effeciiveness assessment ] ] ] ] (B4) 0
Mot Dessgnadrd a8 Hedgirg ) i
Foreipn exchange conMracts ] 27 a {123} a {97)
Other conracts ] 9 0 50 1] 38
Gairs {losses), net of tax, an derivalive instruments recognized in our consclidaied comprehensive income statements were as follows:
i mili o)
Yens Enied Jiune 30, 021 2020 2010
Dinnignaded as Canh Flow Hsdgang lnsarsnsnis
Foreign exchange comracis
ircluded in effectiveress assessment -] 34 F (38 & 159
NOTE 6 — INVENTORIES
The components of inventones were as follows:
i malhiona)
Jure 30, il | 2020
R materials s 1,190 % 70O
Work in process 79 B3
Finished goods 1,367 1112
Toatal 5 2,636 % 1,855

6
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NOTE7 — PROPERTY AND EQUIPMENT

The components of property and eguipment were as follows:
fin millions)
Jurse 30, 2021 020
Land 5 3,660 = 1823
Buildings and improvements 43,928 33,995
Leasehold improvements 6,884 5487
COMmpuier equipment and softwarne 51,250 41,261
Furniture and eguipment 5,344 4,7R2

Total, at cost 111,066 B7.348
Accumulated cepreciation (51,351) (43.197)

Total, ret - 59,715 % 44,151

Curing fiscal years 2021, 2020, and 2019, depreciation experse was $9.3 billion, $10.7 bilkon. and 9.7 billion, respeciively. Depreciation
expense oeclined in fiscal year 2021 due (o the change in estimatec wselul hves of our server anc network equipment. Ve have comimitted
E0.5 billioe for the corstrudion of new buildings, building impoovements, and leasehold improvements as of Jure 30, 2021

During fiscal year 2020, we recorded an impairment charge of 186 million o Propermy and Eguipment, primarily 1o leasehold improvements,
due to the dosing of our Microsoft Store phivsical locations.

HOTEE — SUSINESS COMBINATIONS
ZeniMax Media Inc.

On Karch 8. 2021, we compleited our acguisition of ZeniMax Media inc. ("ZepiMax”), the parent company of Bethesda Softworks LLC
(‘Bethesda’), for a tal purchase price of $8.1 billion, consisting prmarily of cash. The purchase price incuded 3768 millon of cash and cash
eguivalents acquired, Bethesdais one of the largest, pivately held game developers and publishers in the world, and beirgs a bicad portfolio
of games. technology, and talent (o Xbox, The financial resulis of ZenidMax have been included in owr consolidated financial staements since
the cate of the acguisition. ZeniMax is reponed as part of our More Personal Computing segment.

The purchase pice allocation as of the date of acouisition was based on a preliminary valuation and 1s subject 1o revision as more detasled
analyses are completed and additional information about the fair value of assets acguired and liohilites assumed becomes available,

The major classes of assers and habilities wwhich we have prefiminarily allocated the purchase pice were as follows:

i imalli )

Cash and cash eguivalenis -3 6B

Goocwill 5, A6

Intargible assets 1,968

Other assets 139

Other liabilities {223)
Total 3 8121

Googwill was assigned 0 our More Personal Computing segment, The poodwill was primarily attributed 1o increased synergies that are
expected (o be achieved from the integration of Zenihax, None of the goocwill is expected to be deductible for income tax puposes.

v
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Following are details of the purchase price allocated o the intangibde assets acquired:

Weighied

i millionia) Aol Bverrans Lifn
Technology-based L3 1341 4 years
Marketing-related 627 11 years
Total 5 1.968 B years

GitHub, Inc.

On Qctober 25, 2008, we acguired GitHub, Inc. ("GitHub?), a soffeare development platformn, in a $7.5 bilion stock ransacion (indusive of
total cash payments of 31.3 bilkon in respect of vested GitHub eguity awards and an indemnity escrow), The aoguisition is expected (o
empexver developers o achieve more al every stage of the development lifecycle, acoslerate enterprise use of GitHub, and bring Microsoft's
developer ools and services 1o new auciences, The financial results of GaHub have been incluced n our consolidaled fnancial statements
since the date of the acquisiion. GRHUb is reported as pant of our Intelligent Cloud segment.

The allocation « the purchase price 0 goocwill was completed as of June 30, 2018, The major dasses of assets and liabilines 1o which we
alloeated the purchase price were as follows:

{in millions)

Cash, cash eguivalents, and short-lerm investiments 5 234
Goodwill 5407
Intargible assets 1.267
Odher assets 143
Other liabilties (217

Total ] .0924

The goodwill recognized in connedction with the acquisiton i prmarily amibutable o antcipated synergies from futuie growsth and i nol
expecied 1o be deguctible for 1ax purposes. We assipned the goodwll to our Imelipert Cloud segment.
Folloewing are the details of the purchase price allocated o the intangible assels acguired:

fin millions) Ameunt Bwerage Lits
Customer-relatec -] B8 B years
Technology-based a47 S years
Murlnech'q;mlued 170 10 years
Contract-based 2 2 yEars

Total 5 1.267 7 years

Trarsactions recognized separately from the purchase price allocation were approdmeately S600 million, primariy related 1o equity myards
recognized as expense over the related senvice period,

Nuance Communications, Inc.

O Ayl 11, 2021, we entered into a geflinitive agreement (o acguire Nuance Communications, Inc, ("Nuance”) for $56.00 per share in an all-
cash rarsaction valued at $19.7 billion, inclusive of Nuance's net debl. Nuance is a doud and arificial imefligence (A7) software provider
with healthcare and enterprise Al expenence, and the acguisition will build on our indusiy-specific cloud offerings. The acguisition has been
approved by Nuance's shareholders, and we expect it (o close by the end of calendar vear 2021, subject to the satisfaction of cernain
regulatory approvals and other customary closing condifions.
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NOTE 9 — GOODWILL
Changes in the carrying amount of goodwill were as follows:
Jdune 3, Juim 30, Jians 30,
i malticna) 2018 Brnissilanng Othar 2020 Berpiadions ouher 2021
Productivity and Business
Processes 5 24277 % i % {9(3 - 24190 3 0 5 127 & 24,317
Irtelligent Clowd 11,351 1.351 12,697 505 54 13,256
Wore Personal Computing 6.308 6 {20} 6,464 5,556(n) 118{a) 12,138
Total § 42026 S 1454 % (129 5 43351 S G061 5 299 & 43,711

(a) Ilnckides goodwell of 85.5 billion related 1o ZerrMax. See Note 8 - Business Combinatiarns for fumher irformation.

The measurement pernods for the valuation of assets acouired and Babilities assumed end as soon as information on the facts and
ciicuinstances that exsted as of the acguisition dates becomes avadable, but do not exceed 12 months. Adjustments in purchase pice
allocations may reguire a change in the amounts allocated to goodwill during the periods in which the adjustments are determined.

Any charge in the goodwill amounts resuling from foreign currency translations and purchase accounting adjustments are presented as
SCiher” in the table above. Also included in “Other” are business dispositions and transfers between segments dug (0 recipanizaiions, as
applicable.

Goodwill Impairment

We test poodwill for impaimment annually on May L at the reponting unit level, primarily wusing a discounted cash flow methodology with a peer-
based, fisk-agjusted weighted average cost of capital. We believe use of a discounted cash flow approach is the most reliable indicator of the
fair values of the businesses.

No instences of impaimment were identified 0 our May 1, 2021, May 1, 2020, or May 1. 2019 tests. As of June 30, 2021 and 2020,
accumulated goodwill impairment was $11.3 billion.

MOTE 10— INTANGIE FE ASSETS
The components of intangible assets. all of which are finite-lived, were as follows:
mﬁfm A fxted et Can b Accumulated H

i millions) Amwﬁ .I:'rﬂ::ntinn " Mnm m Bumeor tizal ion = m
Jurw 30, a1 2020
Technology-based s 9778 & E‘rm % 2772 % 8160 % (6,381) % 1778
Customer-related 4,958 2, 2,098 45967 (2,320 2,647
Marketing-related 4,792 2,914 4,158 (1,588 2570
Contract-based M6 (43 15 474 (432 a2

Total 5 18.975(a) § (12,175) s 7.800 S 17,759 '8 (10.721) § 7,038

(8) Includes imangibie assets of 52.0 billion refated o ZeniMax. See Nowe B - Business Combdnarions for further informarion.

No marerial impaimments of intangible assets were icentified duning fiscal yvears 2021, 2020, or 2019, We estimate that we have no significant
residual value related to our intangible assets.
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The components of intangible assets acquired curing the periods presented were as follows:
Weighter Weaghted
i millionia) LT BT Hverngs Lifs Amicaind Berrans Lifs
Wear Endid Jurg 30, 2021 2020
Technology-based 5 1,628 qyears 3 531 6 years
Customer-relatec 96 4 years 303 5 years
Marketing-related 625 6 years 2 2 years
Conrac-based 10 3 years a 0 years
Total £ 2,359 Syears % 836 5 years

Intargible assets amontization expense was 1.6 blion, $1.6 billion, and $1.9 bllion for fiscal vears 2021, 2080, and 2019, respectively.

The following table cutlines the estimated future amonization expense refated o intangible assets held as of June 30, 2031

fin millions)

Yeor Ending Juns 30,

2002 4 1,683

2023 1722

2004 1,415

2025 755

2026 458

Thereafter 1,727
Total ] 7,800
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The componenis of cebt were as follows:
Mwiurities Stagud Inisres Effeciive Inperesi Junie 33, June 30,
iy milices, issmnee by ealerdar year) (ealenmdar year) R Riste 1 2009
2009 issuance of $3.8 billion (a) 2039 5.20% 5. 24% 520 = 550
2010 issuance of 54 8 billion {8 2040 4.50% 4.57% 486 1571
2011 issuance of $2.3 billion (a) 2041 5.30% 5.36% 718 1,270
2012 issuance of 52.3 bilion () 2022 - 2042 2.13% - 3.50% 2.24% - 3.57% 1,204 150
2013 issuance of $5.2 billion () 2023 - 2043 2.38% - 4.85% 247T% - 4.92% 2,814 2918
2013 issuance of €4.1 billion 2021 =-2033 2.13% = 3.13% 2.23% = 3. 22% 4,803 4 hah
2015 issuance of £23.8 billion (a) 2022 - 2055 2.38%-4.75% 2ATH-4.T8% 12,305 15540
2016 issuance of 198 billion {a) 2021 - 2056 1.55% - 3.95% 1.54% - 4,05 12,180 16,555
2017 issuance of $17.0 billion {a) 2022 - 2057 2.40% - 4.50% 2.52%-4.53% 10,685 12,385
2000 issuance of 100 ballon {a) 2050 - 2060 2.53%-2.68% 2.53% - 2.68% 10,000 10,004
2021 issuance of $8.2 billion {a) 2052 -2062 2.92% - 3.04% 2.92% - 3.040% 8,185 0
Total face valwe 63,910 67 407
Unamortized discourt and issuance costs (511) (B54)
Hedpe fair value adjustments (o) 40 93
Premium on debit exchange {a) (5,293) {3,619
Total deb 58,146 63,327
Current portion of long-term debt (8,072) (3.749)
Long-term tebd 3 50,074 3% 50578

(8) v Marcfr 2021 amd Jone 2020, we exchanged a portion of our existing delk & a preymsnm for cash and rew detd with longer marunes,
The preyminms are amovtized over the rerms of the new debl.
() Refer o Note 5 - Derfvaiives for further information on the nterest rare swaps related o fixed-rare debr

As of Jume 30, 2021 and 2020, the estimated fair valuve of long-tesm debt, including the cument pomicn, was 37000 bilkon and $77.1 billion,
respeciively. The estimated fair values are based on Level 2 inputs.

Dbt in the table above is comprised of senior unsecured obligations and ranks egually with our other outstanding obligations. Interest is paid
semmi-annualty, excepdt for the Eurc-denominated debt, which is paid arnually. Cash paid for interest on owr debd for fiscal years 2021, 2020,
ang 2019 was 22.0 Wllion, 52.4 billion, and 524 billion, respectively.

The following table outlines maturities of our long-tenm debt, induding the cument portion. as of June 30, 2021;

i mmillicra)

¥ans Entling June 30,

2022 3 8,075

2023 2,750

2084 5,250

2025 2,250

2026 3,000

Therea‘ter 42,585
Total & 63,910

B
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NOTE 12 — INCOME TAXES
Tax Cuts and Jobs Act

On Decernber 22, 2017, the Tax Cuts and Jobs Act (TCIAT) was enacted into law, which sigrificantly changed existing U.S. tax law and
included numerous provisions that affect our business, We recorded a provisional net charge of 213.7 billion related to the enactment of the
TCIA In fiscal year 2018 and agjusted the provisional net charge by reconding additional tax experse of $157 milion in fiscal year 2019
pursuant (o Secunities and Exchange Commission Staff Accounting Sulletn No. 118,

In fiscal year 2019, in response o the T and recently isswed regulations, we transfemed cernain intangible properties held by cur foreign
subsidianes (o the US, and Irelard. The transfers of intangible properties resulted in a $2.6 bilion ret income tax benefit recorded in the
fourth guaner of fiscal year 2019, as the value of future tax deductions exceeded the current tax liabdity from fereign juriscicions and .S,
global intargible low-taeed income (GILTT tax.

Provision for Income Taxes

The components of the provision for income taxes were as follows,

{in millions)

Wiar Ended Jues 30, Fi-rd 2020 2010

Cirmarni Tases

L5, federal -] 3285 =& 3537 & 4718

WS, state and local 1,229 T3 662

Foreign 5467 4444 5.531
Cument taxes 5 8881 3 B744 5 10811

Dedermed Tases

.5, federal % 25 3 58 % (5647

U5, state and local {204) B {1.000)

Eoreign 29 {il} 104
Deferred axes s (150) 5 11 § (6463
Provision for income faxes - 8831 5 B.755 & A4 A08

U5, and foreign components of income before income taxes were as follows:

i aliors)

YWear Ended Jumn 30, FAF1 BU20 ]

us. 3 o972 3 24116 $ 15,799

Foreign 36,130 28020 27880
Income before income faxes $ 71102 § 53036 § 43688
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Effective Tax Rate

The items accountng for the ciference beoween income axes compuied at the U5, federal statutory rate and our eflective raie were as
Tedlovs:

“ear Ended June 30, Fa1 2020 2018
Federal stafuiony rate 21.09% 21.000 21.0%
Effect of:
Foreign earmings taxed at lower rates (2. 7% (3.7)% {4.1)%%
Impact of the eractment of the TCIA 0% e 0.4%
Impact of miangible property ransfers 0% 09t {5.9)%%
Foreign-cerved ntangible income deduction (L.31% {1.1)% {1.4)%
State taxes. ned of federal berredit 1.4% 1 0.7%
Research and development credit m 1.1)% E%%
Excess tax benefits relating to stock-based compensation 2)% il
Interest, net 0.5% 100 1 Df4
Other reconcling ltems, net {1.8}% 1.3% 1.8%
Effective raie 13.8% 16.5% 10.2%

We have historically paid India withholding taxes on software sales through distributor withholding and tax audit assessments in India. In
warch 2021, the Ingia Supreme Coun ruled favorably in the case of Engineering Analysis Cenwe of Excellence Private Limited vs The
Commissioner of Income Tax for companies in 86 separate appeals, some dating back w 2012, holding that software sales are nof subject to
India withholoing taxes. Alihough we were not a party o the appeals, ow softeare sales in India were determined fo be rot subject o
withholding taxes, Therefore, we recorded a ret income tax benefit of 2620 million in the thisd guaner of fiscal year 2021 o reflect the results
of the India Supreme Cowrt decision impacting fiscal year 1996 through fiscal year 2016,

The decrease from the federal stamtory rate in fiscal year 2021 is primarily due o earmings axed al lower rates in foreign junscictions
resuling from procucing and cisributing our procucts and senvices through our foreign regional operations centeds in Ireland and Pueno
Rico, tax benefits relating (o stock-based compensation, ang tax benefits from the India Supreme Court decision on withholoing tages, The
decrease from the federal stamutory rate in fiscal year 2020 is primarily dee o earmings taxed at lower rates in foreign juisgictions resulting
from producing and distributing our products and services through owr foresgn regional operations centers in Irelard and Puero Rico, and tax
benefis relating (o stiock-based compensation. The decaease Trom the federad statutory rate in fscal year 2019 is primeagily cue 0 a $2.6
billion net income tax benefit related to intangble propeny transfers, and eamings taxed at lower rates in foreign jurisdiciors resulting from
procucing and distibuting owr products and senvices through ouwr foreign regional operations centers in Ireland, Singapore, and Pueno Rico.
In fiscal year 2021 and 2020, our Toreign regional operating centeérs in reland and Pueno Rico, which ane (axed at rates lower than the LS.
rate, generated 82% and BB% of our foreign income before tax, In fiscal years 2018, our foreign regional operating centers in Ireland,
Singapore, and Puerto Rico, which are taxed af rates lower than the U5, rate, generated 82% of our foreign income before tax, respectively,
Other reconciling items, met consists primanily of tax credits and GILTI tax, ard in fiscal year 2021, includes tax benefits from the India
Supreme Coun decsion on withbolding taxes. In fiscal years 2021, 2020, and 2019, there were no indivicually significant other reconciling
HEms.
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The decrease in our effective tax rate for fiscal year 2021 compared o fiscal year 2020 was primarily due to tax berefits from the Ingia
Supreme Count decision on withhobding taxes, an agreement betaeen the US. and Incia tax avthorities related o ransler pricing, final TC1A
regulations, and an increase in tad benefits relating 1o stock-based compensation. The mcrease in our effective tax rate for fiscal year 2020

compared o fiscal yvear 2009 was prmarily due (o a $2.6 billion net income tax benefit in the fourth guaner of fiscal year 2019 related ©
intangible propeny ransfers.

The components of the deferred Income (ax assets and liabilities were as follows:

fin malli o)
Jure 30, 2021 z020
Dedwred Incoms Tax Assein
Stock-based compensation expense ] 502 & 261
Accruals, reserves, and oiher expenses 2,960 2.721
Loss and credit carmyfonvands 1,090 BES
ARt ation 6,346 G737
Leasing liabilites 4,060 3,025
Uneamed revenue 2,659 1553
Oiher 543 354
Deferred iINcome (X assels 18,160 15,716
Less valuation allowanoce (769) (755)
Deferred income tax assets, net of valuation allowance 3 17391 3 14961
Dteared Incoms Tas Liabilise s
Bookftax basis cifferences in investments and debit E-] .au!‘.} 3 $2.E4
Leasing assels B34 281
iation E.Dl {37
efred GILTI ax habilites B15) (258
Orher
Deferred income tax liabilities % (10,408) % (B.760)
Met defermed income fax asseds 5 6,983 % B.201
Reparned As
Other long-tem asses s 7181 % 6,405
Long-tenm cefemed income (ax abiliies (198) {204)
Met delemed income (8x Asses 3 6,983 3 6201

Deferred income tax balances reflect the effects of emporary cifferences between the canying amounis of assets and liabilities and their tax
bases and are stated al enacied tax rates expected o be in effect when the taxes are paid or recovered.

As of Jume 30, 2021, we had federal. state. and foreign net operatng loss camyforsards of 3304 million, $1.3 billien, and $2.0 billion,
respectively. The federal and state net operating loss camyforwards will expire in varous years from fiscal 2022 through 2045 if not utiiized.
The majodity of our foreign ret operating loss carnyorwards do nol expire. Ceftaln acguled net operating loss camydorwards are suljed 1© an
annual imitation but are expected 0 be realized with the exception of those which have a valuation allowance,

The valuation alowance disclosed in the table abeve relates (o the foreign net operating loss carryforwands and other net defemed ax assss
that may not be reaized, In fiscal year 2020, we removed $2.0 billion of foreign net operating losses and comesponding valuation allowances

as a result of the liguidation of & foreign subsidiary. There was no impact 1o our consolidated inancial stAatements,
Income taxes paid, net of refunds, were $13.4 billion, $12.5 billion, and 58.4 billion in iscal years 2021, 2020, and 2019, respedively.

B4
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Uncertain Tax Positions

Gross unrecognized tax berefits relared w uncertan tax positions as of June 30, 2021, 2020, and 2019, were $14.6 billion, 138 billlor, and
513.1 billion, respectively, which were primarily included in long-term income taxes in our consolidated balance sheets. If recognized, the
resuliing tax berefit would affect our effective tae rates for fiscal years 2021, 2020, and 2019 by $12.5 bilicn, $12.1 Billion, and $12.0 bilicn,
respecively.

As of Jure 30, 2021, 2000, and 2019, we had accrued mlerest expense related 1o uncetain tax positions of 4.3 billion, $4.0 billien, and $3.4
hillicn, respectively, net of ncome @mx berefits, The provision for income taxes for fiscal years 2021, 2020, and 2019 induded inferest
expense related 1o uncertamn ax posiions of 2274 million, $572 million, and £515 million. respectively, ret of income ax benefits.

The aggregate changes in the gross unrecognized tax benefits related 1o uncerain x positions were as follows:

fin mallions)

Yeadr Ended Jianm 30, Fasrd | 2020 Z0LE

Beginning unrecopnized tax benefits $ 13,792 % 13146 3 11961
Decreases related to setemenis %»] S%} {316)
Increases for tax posiions related o the curment year 2,106
Increases for tax positions related o pror years 461 66 S08
Decreases for tay positions refated to paior years (297 (331) {1,113)
Decreases due o lapsed stantes of Bmitations (1) (%) ]

Ending unrecognized tax benefits § 1450 F 13792 5 13,146

We settled a portion of the Intemal Revenue Service (IRST) avdit for tax years 2004 o 2006 in fiscal year 2001, Iin February 2012, the IRS
withcrew its 2011 Revenue Agents Report related to unresolved issues for tax years 2004 o 2006 and reopened the audit phase of the
examination. We also semted a portion of the IRS audit for tax years 2007 to 2009 in fiscal year 2016, and a poricn of the IRS audit for tas
wears 2010 o 2013 in fiscal year 2018, In the second guarter of fiscal year 2021, we setbed an additional potion of the RS awdits for tax
years 2004 o 2013 and made a payment of 1.7 bkon, incuding tax and interest, We remain under aucit for tax yvears 2004 to 2017,

As of Jume 30, 2021, the primary urfesclved issues for the IRS awdils relate o wansfer prcing, which could have a material impact in our
consolidated finandal statements when the matters are resoved. We befieve our allowances for income tax contingencies are adeguate. We
have rot received a proposed assessment for the unresolved key rransfer pricing issues and oo not expect a final resolution of these issues
in the pesa 12 months, Based on the information cumently available, we do nol anticipate a significant increase of decrease o ouwr tax
contimpencies for these issues within e nest 12 months.

We are subject 1o income @x in many juisccions outside the LS, Our operations in cenain junsdicions remain subject to examination for

tax years 1996 to 2020, some of which are cumently under audit by local tax awthonties. The resolution of each of these audits is not expected
1o be material 1o our consolidated nandal statements,

1] = =

Unearmed revenue by segment was as follows:

i mallicna)

Jure 30, E=r 30

Productivity and Business Frocesses s 22120 5 18,643

Irteligent Clowd 17,710 16620

hore Personal Computing 4311 3817
Total 5 44141 5 39,180
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Changes in uneamed revenue were as follows:

in malliona)

Year Ended June 30, 2021

Balance, begirming of periog 5 39,180
Deferral of revenue 84,565
Recognition of unsamed revenue (B2,604)

Balance, end of periog g 44,141

Revenue allocated (o remaining perfomance obligatons, which indudes unearmed revenue and amounts that wall be nvoiced and recognized
as revenue in future perios, was $146 bilion as of Jure 30, 2021, of which 141 bilion is related to the commercial portion of revernue. We
expect [0 recognize approsimately 500 of this revenue over the next 12 morths and the remaincer thereafter.

E!! E 14 — E&EEE

We have operaiing and finance leases for dataceniers, corporate offices, reseasch and development facilities. Microsoft Experience Centers,
ang cerain ecuipment. Our leases have remaining lease terms of 1 year 1o 15 years, some of which incdlude options 1o extenc the leases for
uprta 5 years, and some of which incluge options 1o tefminate the leases walhin L year

The components of lease expense were as follows:

i millions)
ear Ended Juse 30, 2021 029 2010
Operating lease cost $ 2127 § o433 & 1707
Fnance lease cost;
Amaortizafion of right-of-use assels $ 81 5 611 § 370
Irterest on lease babilities 386 336 247
Total finance lease cost $ 1307 § D47 § BT

Supplemental cash Mo information related o leases was as follows:

i mallives)
Wear Ended June 30, 2021 Z020 Z018
Cash paid for amounts included in the measurement of lease Babilities:
Operating cash flows from operaiing leases & 2052 § 18209 % 1670
Operating cash flows from finance 386 336 247
minancing cash flows from finance leases 648 409 221
Right-of-use assers oltained in exchange for lease obligations:
gmmin leases 4,380 3877 2303
nance leases 3,290 3467 2532
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Supplemental balance sheet informaiion related to leases was as follows:
i mallions, sacepd Ieasn e and dincounl i)
Jure 30, el 2029
Operating Leases
Operating lease rght-of-use assets 5 11088 3 8.753
Other current Rabilities 5 1,962 5 1.616
Operating lease habilities 9,629 TE7L
Total operating lease labilities 5 11,591 % 8,287
Finmncs Léasas
Properny and ecuipment, ol cost s 14,107 % 10,371
Accumulated depreciation {2.308) {1.385)
Propeny and eguipment, net 5 11801 3 B.986
Other current labilities 2 791 % 540
Other long-temm liabilites 11,750 8,956
Total finance lease Babilties 2 12541 % 9496
Weighied Averans R iy Laass Term
DpauﬁnF leses B years & years
Finanoe leases 17 years 13 years
Weighted fwerape Discount Fate
Operating leases 2.2% 2.7%0
Finance leases 3.4% 3.9%
The following table sutlines matunities of our lease labliies as of June 30, 20212
i millions)
Operating Finanoe
Wear Endng Juns 30, Lennes Lenses
2022 -] 2125 3 1,173
2023 1,954 1,198
2024 1,751 1,211
2025 1,463 1,537
2026 1,133 1,220
Thereafter 4,111 8,856
Total lease payments 12,537 15,201
Less imputed inerest (346) (2,660)
Toveal $ 11591 & 12541

As of Jure 30, 2021, we have agoiticnal operating and finance leases, primarily for datacenters, that have not yet commenced of 25.4 billion
ang 57.3 billion, respectively. These eperating and finance leases will commence between fiscal year 2022 and fiscal year 2006 with lease
terms of 1 year to 15 years.

During fiscal year 2020, we recorded an impainment charge of £161 million © operating lease right-of-use assets due o the closing of our
Wicrosolt Store physical locations.,

BT
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NOTE 15— CONTINGENCIES
Patent and Intellectual Property Claims

There were 63 patent infiingement cases pending against Mioosolt as of June 30, 2021, none of which are matenal indiideally or in
aggreqgate.

Antitrust, Unfair Competition, and Overcharge Class Actions

Antitnust and urfair competition dass action lawsuits were filed aganst us in British Columbia, Cntario. and Quebec, Canada. All three have
beern cenified on behall of Caradian indirect purchasers who acguired licenses for Microsolt operating system software andlfor productivity
application software bebwveen 1928 and 2010,

The trial of ihe British Columbia acion commenced in May 2016, Follewing a megiation, the parties agreed 1o a global sedlement of all three
Canadian actons and submited the proposed settlement agreement 1o the couns in all dree jursdictions for approval. The firal setlement
and form of notice have been approved by the couns in British Columbia, Ortario, ard Quebec. The ter-morth daims period commenced on
November 23, 2020 and will close on September 23, 2021,

Other Antitrust Litigation and Claims
China State Administration for Market Regulation Investigation

In 2014, Microsof was infemed that China's State Agency for Market Regulation ("SAMRT) (formerdy State Administration for Indusiry and
Commerce) had begun a formal imvestpation relating to China's Ant-Monopoly Law, and the SAMR conducted onsite inspections of Microsoft
offices in Beging, Shanghai, Guangzhou, and Chengduw. In 2018, the SAMR presented preliminary views as to certain possible violations of
China’s Arti-Monopoly Law,

Product-Related Litigation
U.5. Cell Phone Litigation

Wicrosoft Mobile Oy, a subsidiary of Microsoft, along with other handset manufacturers and network operators, is a cefendart in 46 lewsaans,
including 45 lawsuits filed in the Superion Coun for the Disrricn of Columbia by indivicual plaintffs who allege thart racio emissions frem celiular
hancsets caused their brain umors and other adverse health effects. We assumed resporsibility for these claims in our agreement 1o acguire
Nokia's Devices and Senices business and have been substiuted for the Nokia deferdanis. MNine of these cases were filed in 2002 and are
consolidated for cerain pre-tial proceedings, the remaming cases are stayved. In a separate 2008 decision, the Count of Appeals for the
Digtrict of Columbia held that adverse healh effect claims arising from the use of cellular handsets that operate within the U.S. Federal
Communications Comimission ragio frequency emission guidelines ("FCC Guidelines™) are pre-empted by federal law The plaintifis allege
that their handsets either operated owside the FOC Guidelines or were manufactured before the FCC Guidelines went into effect. The
lasssuits also allege an indusiry-wide conspiracy to manipulate the science and tesing around emission guidelines.

In 2013, the defendants in the consolidated cases moved to exdude the plainiffs’ expert evidence of general causation on the basis o flawed
sciepiific methodolepies. In 2014, the wial court granted in pan and deried in pari ihe defendanis’ motion 0 exclude the plaintiffs’ general
causation expens. The defendants filed an interdocutory appeal to the Disrict of Columbia Count of Appeals challenging the standand for
evaluating expert scientific evidence, In October 2016, the Count of Appeals issued its decision adopting the standard advocated by the
defendants and remanding the cases o the wial coun for further proceedings under that stardard, The plairtifis have filed supplemental
experl evicence, potions of which the defendants have moved o strike. in August 2018, the rial coun issued an order striking portons of the
plairaiffs’ expert repons. A hearing on general causation is scheduled for January and Febiuary of 2022,

63
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Other Contingencies

We also are subjea o a vanety of other daims and suits that arise from time o ime in the ordirary course of our business. Although
management curmently believes that resobving claims against us, individually or in aggregate. will pol have a material adverse impact in our
consolidated firancial staternenis, these matters are subject to inherent uncesteinties and management's view of these matters may dhange
in the fumure,

As of Jume 30, 2021, we accrued aggregate legal labiities of $338 million. While we intend 1o cefend these malters vigorously, adverse
outcomes that we estimate coulc reach approximately 2500 million in agoregate beyond recorded amounts are reascnably possible, Were
unfavorable final cutcomes to occur, there exisis the possibility of 4 material adverse impact in our consoligated financial statements for the
period inwhich the effects become reasorably estimalble.

NOTE LG — STOCKHOLDERS SOUITY
Shares Outstanding

Shares of common stock outstanding were as folbms:

i malli o)

Wear Ended June 36, 02 038 14

Balance, beginning o yvear 7571 7643 TB7T
Issued 45 S 116
Repurchased (101) {126) (150)

Balance, end of year 7,519 7571 7643

Share Repurchases

On September 20, 2016, our Board of Direcicds approved a share repurchase program avthonizing up to 340.0 bllion in share repurchases.
This share repurchase program commenced in December 2016 anc was completed in Felwuary 2020,

On September 18, 2018, ow Board of Diredors approved a share repurchase program avthorizing up 1o 340.0 billion in share repurchases.
This share repurchase program commenced in Fetwuary 2020, following completion of the program approved on September 20, 2016, has no
expiration date, and may be tefmnated al ary Gme. As of June 30, 2021, 58,7 billion remalned of this 34000 billlon share repurchase program.

B9
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We repurchased the following shares of common stock under the share repurchase programs:
fin millions) Shamres Amaunt Shares Bmaaind Shams Amaund
Yiar Erded Jure 38, 2021 2420 2618
First Quartes 25 § 5270 29 5 4000 24 & 2800
Bevom Qe 27 5,750 a2 A B 5 £, 10€)
Third Quarter 25 5,750 37 6,000 36 3B50
Fourth Quarner 24 6,200 28 508 33 4,208

Total 101 § 22970 126 $ 19688 150 £ 16799

Shares repurchased during fiscal vear 2021 and the founh guares of fiscal year 2020 were under the share repurchase program apgroved on
September 18, 2019, Shares repurchased during the thind guaner of fiscal year 2020 were under the share repurchase programs approved
on both Septermber 20, 2016 and September 18, 2019, All other shares repurchased were under the share repurchase program approved on
September 20, 2016, The above table excludes shares repurchased o settle employes tax withholding related to the vesting of stock awards
of 4.4 billion, £3.3 billion, and $2.7 bilkon for fiscal vears 2021, 2020, and 2019, respectively. All share repurchases were made using cash
TESOUICES.

Dividends
Our Board of Directors declared the follewing dividends:

Divicend

Daclamtion Dam Reecord Date Paymarit Dats Par Share Aemoia
Fiscal Year 231 [l mil lbares)
September 15, 2020 November 19, 2020 December 10, 2020 3 056 5 4,230
December 2, 2020 February 18, 2021 March 11, 2021 0.56 4,271
March 16, 2021 May 20, 2021 June 10, 2021 0.56 4,214
June 16, 2021 August 19, 2021 September 3, 2021 0.56 4,211

Total 5 224 5 16,876
Fiscad Yoo 2020
September 18, 2019 nNovemnber 21, 2019 Decemnber 12, 2019 5 051 5 3,686
December 4, 2010 February 20, 2020 March 12, 2020 051 3876
arch 8, 2020 May 21, 2020 June 11, 2020 051 3,865
June 17, 2020 August 20, 2020 Sepeember 10, 2020 051 3,856

Total 5 2 5 15,483

The dividend declared on June 16, 2021 was ncluded in other current liabilities as of June 30, 2021,

w0
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HOTELZ - ACCUNULATED OTHER COMBPREHENSIVE INCOME {LOSS)

The following table summarizes the changes in accumulated other comprehensive income (Joss) by component;
i mabive)
Wens Enited Jisns 30, 202 2020 2010
Derivialves
Balance, beginning of period 5 (38) 3 oS 173
Unrealized gains (losses), met of tax of $9, ${10), and 52 34 {38} %)
Reclassification adjustments for pains included in eamings (17) a {341)
Tax expense incluced in provision for income [axes z 0 B

Amounts reclassified from accumulated other comprehensive income (loss) (15) 0 {333)
et change related o denvatives, net of tax of $7, ${10), and () 19 (38) (173)
Balance, end of period 5 1) s (38) % 0
rvesimenis
Balance, begirning of pedod $ 5478 % 1488 % {B50)
Unrealized gains (losses), net of tax of ${589), 51,067, and 5616 (2,216) 3.0987 2.331
Reclassification adjusments for (gains) losses included in other income (expense). net (63) 4 a3
Tax expense (berelit) incluted in provision for income (axes. 13 {1) {19)

Amounts reclassified from accumulated other comprehensive income (loss) (50) 3 T4
het change refated to investiments, net of tax of ${602), 51,058, and 2635 (2,266) 3.990 2,405
Cumulative effect of accounting changes ik 0 {E7)
Balance, end of period $ 322 5 5478 5 1488
Tranalation Adjustmens and Othsr
Balance, beginning of period § (2254) £ (1828) 3 (151
Trarslation acusiments ard ober, rel o tax elfecs of $(9), 51, and 3(1) 873 {426} {318
Balance, end of period $§ (1381) § (2254) 5 (LB2H)
Accumudated other comprehensive income (Joss). end of period -] 1822 &% 3186 & {3400

— Y EE

We grant stock-based compensation to employvees and directors, As of June 30, 2021, an aggregate of 251 million shares were authorized
for fulre grant under ow stock plans. Awards that expive or are canceled withowt delivery of shares generally become available for issuance
unger the plans. We issue new shares of Microsoft comimon stock o satisfy vesting of awargs granted under our stock plans. We also have
ain ESPP for all eligitle employeses.

Stock-based compensation expense and related income ax benefits were as follows:

fin malli o)

¥ear Ended Jins 30, =zl 2030 010
Stock-based compensation expense 5 6,118 = 5280 ‘& 4652
Income tax berefms related 1o stock-based compersation 1,065 938 816
Stock Plans

Stock awards entitle the holder to receive shares of Microsoft common stock as the award vests, Stock awards generally vest over a service
period of four years o frve years,
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Executive inceniive Plan
Under the Executive Incentive Blan, the Compensation Comminee approves stock swards 1o executive officers and cerain senion executives.

RSUs generally vest ratably over a service period of four years. PSUS generally vest over a performance period of three years. The number
of shares the 25U holder receives is based on the extent to which the comesponding performance goals have been achieved,

Activity for All Stock Plans

The fair value of stock awarcs was estimated on the date of grant using the following assumpions:

Wear wanided Jiene F, 21 a0 2010
Divicends per share (quarterly amounts)y & 051-0.56 2 046-051 § 042-046
Irerest rates 0.01% - 1.5% 0.1%-2.2% 1.8%-3.1%

During fiscal vear 2021, the following activity occumed under our stock plans:

WWeighies
ANETaS
Girsurd - Dt i
Shares Fais Vahum
[In mallians)

Siochk Ewards
nonvested batance, beginning of year 126 S 105.23
Granted {1 40 22113
Vested (58) 88.41
Forfeited (&) 129.92
Monvested balance, end of year 100 $ 152.51

(8) Inciudes 2 miion of PSUs gramted & target and performance adivsiments above target levels for fiscal years 2021, 2020, and 2019.

As of Jure 30, 2021, there was approdmately $L2.0 billion of toal unrecognized compensation costs related to stock awards. These costs
are expecied to be recognized over a weighted average petiod of three years. The weighted average grani-cate fair value of siock awards
grarted was $221.13, 514049, and 2107 .02 for fiscal years 2021, 2020, and 2018, respectvely. The fair value of stock awards vested was
5134 billior, $10.1 billicn, and $8.7 billion, for fiscal years 2021, 2020, ard 2019, respectively.

Employee Stock Purchase Plan

We have an ESPEP for all eligible employees. Shares of our common sicck may be purchased by employvees al three-month intervals at 9%
of the fair market valoe on the last rrading day of each thiee-month period. Employvees may purchase shares baving a value not exceeding
15% of their gross compensation during an ofenng penod, Unger the erms of the ESPR that were approved n 2012, the plan will terminate
on December 31, 2022, We intend to reguest shareholcer approval for a successor ESPP with & January 1. 2022 effectiive date and ten-year
expiration of Decembrer 31, 2030 ar our 2021 Annual Sharcholders Meeting. No adciional shares will be reguested an this meeting.
Employees purchased the following shares guring the periocs presented:

{Shares in miliona)

¥ear Ended Jure 30, i zoz zais
Shares purchased 8 ] 11
Average price per share 5 20788 5 14222 % 10485

As of June 30, 2021, 88 million shares of our common stock were reserved for future ssuance through the ESPPR,

a2
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Savings Flan

We have savings plans in the U.S. that gualify under Section 401(k) of the Intermal Revenue Code, and a number of savings plans in
nternational lecations. Eligible .S, employees may contribute a portion of their salary into the savings plans, subject o cenain Imitaiions.
We coninbuie fifty cents for each dollar a participant confributes ino the plars, with a madmum employer contribution of 50% of the IRS
conmbuticn limit for the calendar year. Employer-funded retirement berefits for all plans were $1.2 bilion. $1.0 bilkon. and S877 million in
fiscal years 2021, 2020, and 2009, regpectively, and were expensed as comributed.

- E B

In its operation of the business, management, including our chief operating decision maker, who is also ow Chief Exeoutive Officer, reviews
certaan fimancial informeation, including segmented intermal profit and loss statements prepared on /8 basis not consistent with GAAR. During
the pericds preserted, we reporied owr financial performance based on the following segments: Productivity ard Business PrOCESsSEs,
Irteligent Clowd, and Mone Personal Computing.

Our reportable segments are described beloe.

Productivity and Business Processes

Our Productivity and Business Processes segment consists of products and sendces in our portfolio of productivity, communication, and
information senices, spanring a variety of devices and platfiorms. This segment prmanly comprises:
«  Office Commercial (Office 365 subscriptions. the Ofice 365 portion of Microsoft 365 Commercial subscripiions, and Office
licersed on-premises), comprising Office, Exchange, SharePoint, Microsoft Teams, Office 365 Security and Compliance, and
Skype for Business.

+  Office Corsumer, inchading Microsoft 365 Consumer subscriptions and Office licersed on-premises, and Office Corsumer
Senices, including Skype, Outfook.com, and CneDrive,

«  Linkedin, incluging Talent Solutions, Marketing Solutions. Premium Subscriptions, Sales Solutions. ard Learning Solutions.

+  Dynamics business solutions. including Dynamics 365, comprising a set of intelligent, clowd-based applicaiions across ERP,
CRM, Customer Insights, Power Apps, and Power Autamate; and on-premises ERP and CRM applications.

Intelligent Cloud

Our Intelligent Clowd segment consists of our public. privaie. and hybrid server products and clowd services that can power mocem business
and developers. This segment primarily comprses:
= Server products and cloud senvices, including Acure; SOL Server, Windows Server, Visual Studio, System Center, and related
Clier Access Licenses ("CALS"); and GitHub.

*  Enterprise Services, induding Premier Suppon Services and Microsoft Consuliing Services.
More Personal Computing
Our More Personal Computing segment consists of products and senices that put customers at the center of the experience with our

technology. This segment primarily comprises:
«  Wirdows, induding Windows OEM licernsing ard other non-volume licensing of the Windows operating sysiem; Windows
Commercal, comprsng volume Boensing of the Windows operating System, Windows cloud sefvices, and olfher Windows
commercial oferings; patent licensing: Windows Intemet of Things; and MSN adventising,

«  Devices, including Surface and PC accessonies,
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«  Gaming, including ¥box bardware and Xbox content and services, compising digital ransactions, Xbox Game Pass and other
subscriptions, video pames, thirc-party video game royalties, coud services, and agvertising,
*  Search advertising,

Revenue and costs are generally directly atmbuted o our sepments. However, due 1o the integrated structure of our business, cemain
revenue recognized and costs incumed by one segment may benefit other segments, Revenue from certain contracts is allocated among the
segments based on the refative value of the underlying products and senvices, which can include allocation based on actual prices changed,
prices when sold separately, of estimated costs plus a profit margin, Costof revenue s allocated in cenain cases based on a relative revenue
methodology. Operating expenses that are allocated primeanly include those relating 1o marketing of products and senvices fiom which muliple
segments benefit and are generally allocated based on relative gross marngin,

In addition, ceitain costs incuimed al a cofporate level that are identfiable and that benefil ow segments are allocated o them. These
dllocated costs include legal, including setilermerts and fines, information technology, human resources, finance, excse taxes, field selling,
shared facilities serices. and customer senvice and support. Each allocation is measwred differently based on the specific facts and
circumstances of the costs being allocared. Cenain corporate-level activity is not allocated 1o our segments.

Segment revenue and operating income were as follows during the periods presented:

i millicrs)

Yenr Enied Jiae 30, 2021 2020 za1m

Frvenue

Productivity and Business Processes s 53915 5 46398 S 41160

Irteligent Clowd 60,080 48366 38,985

NMore Personal Computing 54,093 48,251 45 698
Total 5 166,088 35 143015 5 125843

DOperating lncome

Productivity and Business Processes 3 24351 3 18724 % 16219

Irtelbgent Clowd 26,126 18.324 13,920

Wore Personal Computing 15433 150811 12820
Total 3 69,916 5 52959 % 42959

ho sales to an irdividual cusiomes or couniry other than the United States accourted for more than 108 of revenue for fiscal years 2021,
2020, or 2019, Revenue, classified by the major geopraphic areas in which our customers were located, was as follows:

i mallions)

¥ear Ended June 30, zaz 2aza 1%

United States (a) 5 B3953 3% 73160 % 64,199

Other countries 84,135 GE.ARE 61,644
Total $ 1B0B8 5 143015 S 175843

(a) Includes billings o OEMs and cerialn mulinanona! organizaions because of the naure of these businesses ard the impraciicatulily of

determining e geographc sowee of the revenue,
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Revenue from external customers, classified by significant product and service offerings, was as follows:
i maltioe)
Weor Ended Jims 30, 2021 i ] =19
Server products and cloud sevices -4 52589 3 41378 3 32 622
Office products and cloud services 39,872 35316 31,769
Windows 23,227 22204 20,305
Ceumin 15370 11575 11,386
Linked 10,289 BOTT 6,754
Search advertising 8,528 7.740 7.628
Enterprise Senices 6,943 6,408 6,124
Devices 6,791 6457 6095
Oither 4479 3768 3.070

Total 5 168,088 £ 143015 % 125843

Our commercial choud revenue, which includes Asure, Office 365 Commercial, the commercial portion of Linkedin, Dynamics 365, and other
commercial cloud propenties, was 5621 billion, 3517 bilicn and $38.1 billion in fiscal yesrs 2021, 2020, and 2019, respectively. These
amounts are primarily induded in Server products and cloud services, Office products and cloud services, and Linkedin in the table above,

Assers are nol allecared 1o segments for intermal reporing presenations. A porion o amomzaton and depreciation is included with various
other costs in an overhead allocaion 1o each segment. It is impracticable for us o separately identify the amourt of amortization and

depreciaion by segment that is included in the measure of segment profit or loss.

Long-lived assers, excluding financal irstruments and tax assets, classified by the location of the conrolling statutory compary and with

countries over 10% of the tofal shown separately, were as follows;

fin millions)

Jure 30, Fikil i i) 201%

Uriited States 5 76,153 % 60,789 % 55,252

Inedlaung 13,303 12,734 12,958

Other counties 38,858 29,770 25422
Tl 5 128,314 3 103203 % 93632
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Computershare Limited
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)
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20.315% 2038 20%
20% 2014 2037 12 31
20.315%
)
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)
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)
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Stockholders and the Board of Directorsof Microsoft Corporation
Opinion on the FinancialStatements

We have audited the accompanying consolidated balance sheets of Microsoft Corporation and subsidiaries
(the"Company") as of June 30, 2021 and 2020, the related consolidated statements of income,
comprehensive income, cash flows, and stockholders' equity, for each of the three years in the period ended
June 30, 2021, and the related notes (collectively referred to as the "financial statements"). In our opinion,
the financial statements present fairly, in all material respects, the financial position of the Company as of
June 30, 2021 and 2020, and the results of its operations and its cash flows for each of the three years in
the period ended June 30, 2021,in conformity with accounting principles generally acceptedin the United
Statesof America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on the Company's financial statements based on our audits. We are a public accounting
firm registered with the PCAOB and are required to be independent with respect to the Company in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities
and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement, whether due to error or fraud. Our audits included performing procedures to
assess the risks of material misstatement of the financial statements, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test basis,
evidenceregarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of the financialstatements. We believethat our auditsprovide a
reasonable basis for our opinion.

CriticalAudit Matters

The critical audit matters communicated below are matters arising from the current-period audit of the
financialstatements that were communicated or required to be communicated to the audit committee and
that (1) relate to accountsor disclosures that are materialto the financial statements and (2) involvedour
especially challenging, subjective, or complex judgments. The communication of critical audit matters does
not alter in any way our opinion on the financial statements, taken as a whole, and we are not, by
communicating the critical audit matters below, providing separateopinions on the critical audit matters or on
the accounts or disclosures to which they relate.
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Revenue Recognition - Refer to Note 1 to the financialstatements
Critical Audit Matter Description

The Company recognizes revenue upon transfer of control of promised products or services to customers in
an amount that reflects the consideration the Company expects to receive in exchange for those products or
services. The Company offers customers the ability to acquire multiple licenses of software products and
services, includingcloud-based services, in its customeragreements through its volume licensingprograms.

Significant judgment is exercised by the Company in determining revenue recognition for these customer
agreements, and includes the following:

Determination of whether products and services are considered distinct performance obligations that
should be accounted for separately versus together, such as software licenses and related services that
are sold with cloud-based services.

The pattern of delivery (i.e., timing of when revenue is recognized) for each distinct performance
obligation.

Identification and treatment of contract terms that may impact the timing and amount of revenue
recognized (e.g., variable consideration, optional purchases, and free services).

Determination of stand-alone selling prices for each distinct performance obligation and for products and
services that are not sold separately.

Given these factors and due to the volume of transactions, the related audit effort in evaluating
management's judgments in determining revenue recognition for these customer agreements was extensive
and required a high degree of auditor judgment.

How the Critical Audit Matter Was Addressed in the Audit

Our principal audit procedures related to the Company's revenue recognition for these customer agreements
included the following:

We tested the effectiveness of controls related to the identification of distinct performance obligations,
the determination of the timing of revenue recognition, and the estimation of variable consideration.

We evaluated management's significant accounting policies related to these customer agreements for
reasonableness.

We selected a sample of customer agreements and performed the following procedures:

Obtained and read contract source documents for each selection, including master agreements, and
other documents that were part of the agreement.

Tested management's identification and treatment of contract terms.

Assessed the terms in the customer agreement and evaluated the appropriateness of management's
application of their accounting policies, along with their use of estimates, in the determination of
revenue recognition conclusions.

We evaluated the reasonableness of management's estimate of stand-alone selling prices for products
and services that are not sold separately.

We tested the mathematical accuracy of management's calculations of revenue and the associated
timing of revenue recognized in the financial statements.

209/210



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

Income Taxes - UncertainTax Positions - Refer to Note 12 to the financial statements
Critical Audit Matter Description

The Company's long-term income taxes liability includes uncertain tax positions related to transfer pricing
issues that remain unresolved with the Internal Revenue Service ("IRS"). The Company remains under IRS
audit, or subject to IRS audit, for tax years subsequent to 2003. While the Company has settled a portion of
the IRS audits, resolution of the remaining matters could have a material impact on the Company's financial
statements.

Conclusions on recognizing and measuring uncertaintax positions involvesignificant estimates and
management judgment and include complex considerations of the Internal Revenue Code, related
regulations, tax case laws, and prior-year audit settlements. Given the complexity and the subjective nature
of the transfer pricing issues that remain unresolved with the IRS, evaluating management's estimates
relating to their determination of uncertain tax positions required extensive audit effort and a high degree of
auditor judgment, including involvement of our tax specialists.

How the Critical Audit Matter Was Addressed in the Audit

Our principal audit procedures to evaluate management's estimates of uncertaintax positions relatedto
unresolved transfer pricing issues included the following:

We evaluated the appropriateness and consistency of management's methods and assumptions used in
the identification, recognition, measurement, and disclosure of uncertain tax positions, which included
testing the effectiveness of the related internal controls.

We read and evaluated management's documentation, including relevant accounting policies and
information obtained by management from outside tax specialists, that detailed the basis of the
uncertain tax positions.

We tested the reasonableness of management's judgments regarding the future resolution of the
uncertain tax positions, including an evaluation of the technical merits of the uncertain tax positions.

For those uncertain tax positions that had not been effectively settled, we evaluated whether
management had appropriately considered new information that could significantly change the
recognition, measurement or disclosure of the uncertain tax positions.

We evaluated the reasonableness of management's estimates by considering how tax law, including
statutes, regulations and case law, impacted management's judgments.

/s/ DELOITTE & TOUCHE LLP

Seattle Washington
July 29, 2021

We have servedas the Company's auditor since 1983.
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