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2018 2019 2020 2021 2022
$110, 360 $125,843 $143,015 $168,088 $198,270
¥15,964,678 ¥18,204,448 ¥20,688,550 ¥24,315,610 |  ¥28,681,738
$35,058 $42,959 $52,959 $69,916 $83,383
¥5,071,490 ¥6,214,449 ¥7,661,049 ¥10,114,049 \12,062,185
$16,571 $39,240 $44,281 $61,271 $72,738
¥2,397,161 ¥5,676,458 ¥6,405, 689 ¥8,863,463 \10,522,279
$71,223 $78,520 $80,552 $83,111 $86,939
¥10,303,119 ¥11,358,703 ¥11,652,652 ¥12,022,837 \12,576,596
7,677 7,643 7,571 7,519 7,464
$82,718 $102,330 $118,304 $141,988 $166,542
¥11,965,986 ¥14,803,058 ¥17,113,857 ¥20,539,984 \24,091,966
$258,848 $286,556 $301,311 $333,779 $364,840
¥37,444,952 ¥41,453,191 ¥43,587,649 ¥48,284,470 \52,777,754
$10.77 $13.39 $15.63 $18.88 $22.31
¥1,558 ¥1,937 ¥2,261 ¥2,731 \3,227
$1.68 $1.84 $2.04 $2.24 $2.48
¥243 ¥266 ¥205 ¥324 \359
$2.15 $5.11 $5.82 $8.12 $9.70
¥311 ¥739 ¥842 ¥1,175 \1,403
$2.13 $5.06 $5.76 $8.05 $9.65
¥308 ¥732 ¥833 ¥1,165 \1,396
32 36 39 43 46

(D))
$43,884 $52,185 $60,675 $76,740 $89,035
¥6,348,259 ¥7,549,082 ¥8,777,246 ¥11,101,208 \12,879,803
$(6,061) $(15,773) $(12,223) $(27,577) $(30,311)
¥(876,784) |  ¥(2,281,722) | ¥(1,768,179) | ¥(3,989,289) | \(4,384,789)
$(33,590) $(36,887) $(46,031) $(48,486) $(58,876)
¥(4,859,129) | ¥(5,336,073) | ¥(6,658,844) | ¥(7,013,985) | \(8,517,002)
$11,946 $11,356 $13,576 $14,224 $13,931
¥1,728,108 ¥1,642,759 ¥1,963,904 ¥2,057,644 \2,015,258
) 131,000 144,000 163,000 181,000 221,000
30
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Office Exchange SharePoint Microsoft Teams, Office 365 Security and Compliance Microsoft Viva

Office Consumer
Office

LinkedIn Talent

Dynamics

Office Commercial

Office Commercial

Commercial

Office Consumer

Office Consumer

Office
Consumer

LinkedIn

LinkedlIn

Economic Graph

Office Commercial

Office 365 Microsoft 365 Commercial
Office
Microsoft 365 Consumer Office

ERP CRM Customer Insights Power Apps Power Automate

Dynamics 365 ERP CRM
Office
Office Office 365
Office Consumer
Office Microsoft 365

Office Consumer Services
Skype Outlook.com One Drive
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LinkedlIn
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Dynamics
Dynamics
ERP CRM
Power Apps Power Automate
Dynamics 365
Office Apple Cisco Systems Meta
Google 1BM Okta Proofpoint Slack
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PC
LinkedIn
Dynamics Oracle Salesforce SAP
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Linux
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Red Hat Linux
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PC
CA Technologies
Apache Linux
Java
SAP
BMC CA Technologies Hewlett-Packard 1BM VMWare
Adobe 1BM

1BM SAP Eclipse PHP Ruby on Rails
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Windows
Windows Windows
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Surface PC
Pass Xbox
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Xbox Game Pass
Xbox Xbox Cloud Gaming
Xbox Cloud Gaming Microsoft  Azure
PC
Xbox Xbox
Windows Xbox
Xbox
Xbox
Yahoo
2022 Xander, Inc.
Windows Apple Google
Windows
Windows OEM
Xbox Amazon Meta
Tencent
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( )
0%
° @
(Microsoft Global Finance
Unlimited Company)
0%
464 )
(Microsoft Ireland @
Operations Limited)
0%
- 2,084
(Microsoft Ireland (©))
Research Unlimited
Company)
0%
1,720,690 @
(Microsoft Online, Inc.)
100%
24,708,807 ©)
LinkedIn Corporation
0%
11,677,792 6
LinkedIn Ireland ®
Unlimited Company
100%
C 18,763,283
Nuance Communications, @)
Inc.

22/208



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)

700
1
(Microsoft Round Island One Unlimited Company) 100%
Microsoft Ireland Investments Unlimited Company
100%
MoL (MOL Corporation) 100% MoL 91.0075%
5.3845%
Microsoft Licensing, GP 3.0815% LinkedIn
Corporation 0.5266%
99% %
Microsoft Management, LLC
100%
100% 100%
2

(Microsoft Ireland Research Unlimited Company) 100%

100%
100%
MoL 100% MOL 91.0075%
5.3845%
3.0815% 0.5266%
99%
1%
100%
100%
100%
3
100%
100%
MOL (MOL Corporation) 100% MOL
91.0075% 5.3845%
Microsoft Licensing, GP 3.0815%
0.5266%
99% 1%
100%
100%
100%
4 (aQuantive, Inc.) 100%
100%
5 100%
6 99% %

LinkedIn Worldwide
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Windows Enterprise Mobility Security

Al
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Azure Arc
2022 3 Nuance Communications, Inc. Nuance Nuance
Al

Azure

Microsoft Mesh
Azure

Al Azure SQL Database

SQL Server Al
Azure Synapse
Al
Azure Machine Learning Studio
Al Azure Machine Learning Workbench
Al GitHub Visual Studio
Azure Windows
Azure Orbital
Microsoft 365
Windows
Windows365 Android mac0S
Windows365

Windows11 Windows
11

Microsoft Teams
Windows 11

Microsoft Edge
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Collections Vertical Tabs Immersive
Reader
Windows
Surface Surface

Laptop Studio Surface Laptop 4 Surface Laptop Go 2 Surface Laptop Pro 8 Surface Pro X Surface Go
3 Surface Studio 2 Surface Duo 2

30
PC
Bethesda Sofworks LLC ZeniMax Media Inc.
2022 1
Activision
Blizzard, Inc. Xbox Game Pass 100
PC
Xbox Cloud Gaming
IT

Al

PC
Windows PC Microsoft 365

Consumer Teams Edge Bing Xbox Game Pass
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4 10
2030 2030
2021 1 2
3
COVID-19 Xbox Scope 3
2021
1.4
4 Zero Waste)
1
4
First Movers Coalition
2030 2
Microsoft Cloud for Sustainability Carbon Call
Surface Xbox Al
2025
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Windows Microsoft 365 Office Bing SQL Server Windows Server Azure Office
365 Xbox Linkedln
PC HoloLens
Edge
Bing
2021
ZeniMax Media Inc. 81 2022 Nuance Communications, Inc. 188
2022 Activision Blizzard, Inc. 687
1
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Al
2020
EU
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2022 EU
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GDPR EU
EU
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GDPR %
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2022 6 30

10% $(6,822)
10% $(94)
100 $(2,536)
100 $(350)

10% $(637)
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2021 2022
Microsoft Cloud( )
Office 365 18%
13%
Office
59.7
LinkedIn 34%
Dynamics 365 39% Dynamics
Azure 45%
28%
Windows OEM Windows OEM
Windows
Xbox 3%
Surface 3%
2022 3 4 Nuance
Al Al
Nuance
Nuance

912 32%
Office

11%

11%

27%

188
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2022
19
GAAP
2022
Office
Windows OEM
2022 Nuance Nuance
Azure
Nuance Nuance
Office Commercial Windows Commercial
LinkedIn Enterprise Services Dynamics
Microsoft Azure Office 365 Commercial Linkedln
Dynamics 365
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Microsoft
Office Commercial Office Commercial Office 365
Microsoft 365 Commercial
Office 365 Office
Office Exchange SharePoint Microsoft Teams Office
365 Microsoft Viva
Office Consumer Office Consumer Microsoft
365 Consumer Office
Office
Office 365 Commercial Office 365 Commerical
Office 365 Commercial
Microsoft 365 Consumer Microsoft 365 Consumer
Dynamics Dynamics Dynamics 365
ERP  CRM  Customer Insights Power Apps Power
Automate
ERP CRM
Linkeln
LinkedlIn
Azure SQL
Visual Studio
CAL Nuance GitHub
Windows OEM OEM Windows Pro non-Pro
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Windows Commercial Windows Commercial
Windows Windows
Windows
Surface Surface
Xbox Xbox
Xbox Xbox
TAC Bing Ads
TAC
2022 2021
$ 198,270 $ 168,088 18%
135,620 115,856 17%
83,383 69,916 19%
72,738 61,271 19%
9.65 8.05 20%
non-GAAP 69,447 60,651 15%
9.21 7.97 16%
non-GAAP
EPS non-GAAP
2022 2021 3
GAAP non-GAAP Non-GAAP
12
2022 2021
302 18%
Azure
Office 365 Commercial LinkedIn
Windows
Microsoft 104 20%
198 17%
2021
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Microsoft 70%
Microsoft
Azure
Linkedin 63
14%
Linkedin 38 18%
Linkedin 17 %
%
793 16%
135
33 0.44
620
0.08
2022 2021
$ 63,364 $ 53,915 18%
75,251 60,080 25%
59,655 54,093 10%
$ 198,270 $ 168,088 18%
$ 29,687 $ 24,351 22%
32,721 26,126 25%
20,975 19,439 8%
$ 83,383 $ 69,916 19%
2022 2021
94 18%

Office Commercial

14%

44
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18% Office Commercial
22%
Office Consumer Microsoft 365 Consumer
641 11% Microsoft 365 Consumer
15% 597
LinkedIn
35 34%
Dynamics Dynamics 365 39% 25%
53 22%
Office 365 Commercial LinkedIn 73 17%
LinkedIn 20 11%
%
152 25%
Azure 147
28% Azure
45% Windows
SQL %
Enterprise Services 464 %
66 25%
Azure 94 22%
Azure
Azure
Azure 28 16%
% %
56 10%
Windows Windows OEM Windows Commercial 23 10%
Windows OEM Windows OEM PC
11% Windows Commercial
Microsoft 365 11%
23 25%
27%
Xbox X/S
Xbox Xbox 860 %
Xbox Xbox X/S 16% Xbox
Xbox
%
Surface 226 %
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15 %
Windows 31 10%

Windows 15 14%
2022 2021
$24,516 $20,716 18%
12% 12% Oppt

Linkedin 38 18%
2022 2021
$21,825 $20,117 8%
11% 12% (Dppt
Linkedin 17 %
%
2022 2021
$5,900 $5,107 16%
3% 3% Oppt
793 16%
30 2022 2021
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$2,094 $2,131
(2,063) (2,346)
461 1,232
2) 17
@75) 54
32) 98
333 1,186
2022 2021 13%  14%
2022
33
TCIA
2022
2022 33
2021
86 2012
1996 2016
2021 620
2022 478
359 2021 350 361
2011 2004 2006 IRS
2012 2 IRS 2004 2006 2011
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2007 2009 IRS 2016 2010 2013
IRS 2018 2021 2004 2013
IRS 170 2004 2017
2022 6 30
12
12
1996 2021
Non-GAAP
EPS 2022
2021
non-GAAP non-GAAP
non-GAAP GAAP
non-GAAP GAAP
GAAP non-GAAP
2022 2021
$ 72,738 $61,271 19%
(3,291) 0 *
$ 0 (620) *
non-GAAP $ 69,447 $ 60,651 15%
$ 9.65 $ 8.05 20%
(0.4% 0 *
0 (0.08) *
(non-
GAAP ) $ 9.21 $ 7.97 16%
*
12 TCJA
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123

58

33

9

27

2020

53

890

2022 30
2022 30 2021
1 2
2022
53
2022

303
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11
Software
Assurance SA

2022 30
2022 30 $ 17,691
2022 12 31 13,923
2023 31 9,491
2023 30 4,433
2,870
$ 48,408

2022 30

2023
@
$ 2,750 $ 52,761 $ 55,511
1,468 21,139 22,607
(b) 7,942 576 8,518
4,609 44,045 48,654
©

(@ 42,669 2,985 45,654
$ 59,438 $ 121,506 $ 180,944
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TCJA
TCJA
% 15% 20%
25% 62 2022 15
120 12 13

TCJA 2022

2022
2023

2022 2021 95 101
280 230 2022
30 600 407
16

2022 0.62

16

2022 18 Activision Blizzard, Inc. Activision Blizzard 95.00
687 Activision Blizzard
Activision Blizzard
2023
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Office 365
SSP SA
SSP
SSP
SSP
SSP
SSP
SSP SSP

SA

50%
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50%
50%
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2023 2022 30
2023 37
2020
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Activision Blizzard, Inc.
2022 18 Activision Blizzard, Inc. Activision Blizzard
95.00 687 Activision Blizzard
Activision Blizzard
PC
Activision Blizzard
2023
& CRM ERP
GitHub Al
IT
& Office Windows Teams
Surface
Al
LinkedIn
69,000 19,000
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2022 30

( )
$ 4,734
55,014
7,819
60,631
5,860

134,058

(59, 660)

$ 74,398

2022 126 2022 30
85

15

520 10

2022 30

25 19 44

33 40 73

2022 2.
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2022 30
0.00000625 24,000,000,000 7,463,635,078 16,536,364,922
0.01 100,000,000 0 100,000,000
2022 30
0.00000625
7,463,635,078
(Nasdag Stock Market)
10 3
% 15% %
90%
25,000
90% 1 1
25,000
)
)
90%
)
% 15%
1 25,000
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78,397,389
)
)
)
)
2022
(2022 2022 (2021 2022
30 ) 30 )

3,750,616.2595

7,080,673.5739

3,750,616.2595

7,080,673.5739

254.32

266.26

946,196,319.74

1,835,188,854.94

7,080,673.5739

7,080,673.5739

266.26

1,835,188,854.94

2022

64/208



EDINETOOOO

OO000O0000o0O0oOodno(eessLy)

oOoOooodn

2018 30 () - 7,677 - $71,223
2019 30 () (39) 7,643 $7,297 $78,520
2020 30 () 72) 7,571 $2,032 $80,552
2021 30 () (52) 7,519 $2,559 $83,111
2022 30 (55) 7,464 $3,828 $86,939

(

)

65/208

18



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

2022 30
0 0 0%
2 109 0%
1 7,430,408,268 99.56%
205 368,248 0%
86,346 32,858,453 0.44%
)
2022 10 12
(D)
The Vanguard 615,950,062(1) 8.20%
Group, Inc.
100
519,712,655(2) 6.90%
BlackRock, Inc. 52nd
55
() 2022 10
13G/A
584,984,280 12,601,682
30,965,782
@ 2022
13G/A 445,269,281
519,712,655
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2022

2021 14 2021 11 18 2021 12 9 $0.62 $4,652
2021 12 2022 17 2022 3 10 $0.62 $4,645
2022 14 2022 19 2022 6 9 $0.62 $4,632
2022 14 2022 18 2022 9 8 $0.62 $4,627

$2.48 $18,556

CEO
ESG

ESG

TCFD

Reports Hub
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microsoft.com/public-policy-engagement

2022

microsoft.com/csr

10
2030

2

microsoft.com/environment

Microsoft

microsoft.com/diversity

ESG

2050

aka.ms/MSFTsustainabilityreport2021

2022
100%

microsoft.com/racial-equity-initiative

(microsoft.com/privacy

microsoft._com/privacy
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5
200
Microsoft Threat Intelligence Center
Microsoft Digital Crimes Unit
2025
150
2 microsoft.com/racial-
equity-initiative
ESG
aka.ms/policiesandguidelines
aka.ms/scoc
CEO CEO

CEO
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LinkedIn GitHub ZeniMax Media Nuance
Communications Activision Blizzard
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2022 70% Daily Pulse
7 5,000 2022 Daily Pulse coviD 19
Daily Pulse Yammer
Q A AskHR
2022
2021

ArentFox Schiff LLP

11

CEO
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aka.ms/policiesandguidelines

Microsoft

15%

20%

10

CEO

ESG
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IR CEO

Microsoft On the Issues

CEO

CEO

CEO
CEO
CEO
CEO
CEO
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50
CFO
IR 2022
ESG
W
CEO CEO
SLT
CEO
CEO
CEO
CEO SLT
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SLT

75 2022
2022

2021

50%
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11
CEO

10
6.1 6.3
CEO

CEO

CEO
CEO

CEO
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SEC
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SLT

SLT

SLT

SLT 16
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98052-6399
MSC 12379999

SEC 14a-19

12

12

12 11

12 12

79/208



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

M&A 12 12
12
12
67%
42%
33%
50 60 70 61
0-4 5-9 10 6.3
° ° ° .
° ° ° ° ° ° ° ° .
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[ ] [} [ )
2022 11 30
41.7
(2022 10
12
)
(Y]]
2009
2009
2019
2019
LinkedlIn
Corporation 2003 2016
2003 2016
2009
Greylock CEO 2003 2007 2008
Partners 2009
Reid G 2007 2008
id G.
(©)
Hoffman 15,905
PayPal
1967 ) ) )
Reinvent Capital Holdings, Inc. 2000 2002
2000
2002
Joby Aviation,
Inc.
Aurora
Innovation, Inc.
Z
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1987 1999
2002
2015
CFO 2010
2009 2010
Pepsi-Cola North
America 2007 2009 )
1987
) 1999 2002 2007
PepsiCo, Inc.
Hugh F.
6,623
Johnston ’ Merck & Company,
1961 16 Inc. 1999 2002

CFO

Merck-Medco Managed Care LLC
1999 2002

HCA HCA Healthcare, Inc.
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(Teri L. List)
(1963 12
)

Gap, Inc.

The

24,469

2016 2020

2016 2020

Dick
S Sporting Goods, Inc. 2015 2016

2015 2016

Kraft Foods
Group, Inc. 2013 2015

2015
2013 2015
2013
The
Procter & Gamble Company 1994 2013
2009
2013
1994 2009
Danaher
Corporation

Double Verify Holdings, Inc.
Visa Inc.

Oscar Health, Inc.

Financial Accounting
Foundation Trustee
Financial Accounting
Standards Board Practice
Fellow

84/208



EDINETOOOO

OO000O0000o0O0oOodno(eessLy)

OoOoOooodn

Satya
Nadella
1967

19

Chairman, Chief
Executive Officer

763,518

1992
2021
2014 2021
2013 2014
2011 2013
2009 2011
2008 2009
1992
2008
Starbucks
Corporation
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2019
2019
Johnson &
Johnson 2012 2018
2012 2018
Bayer
CropScience AG 2010 2012
2010 2012
2010
Bayer
HealthCare LLC 2005 2010
Clayton,
(Sandra E. . ) 26,640 2009 2010
Dubilier & Rice, LLC
Peterson) 2005 2009
(1959 25
) Medco
Health Solutions, Inc. 1999 2004
2003

2004

(2001 2003 )

1999 2001

Zymergen, Inc.

Covetrus, 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 22,080

1959 )
) B The Parking Spot
Inspired Capital
1998 2011
Partners
1998 2011

Vi Senior Living
1987 2011
1987 2011

Artemis Real Estate

Partners
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1999 )
2011
2011
1999 2011
1996 1999
1999
Carlos A. Automatic Data 1,004
Rodriguez Processing, Inc. 1997 1999
1964 M&A 1996
1997

1996
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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. 43 191(6)
Fargo & Company ’
Scharf Bank One
1965 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

31

Trilogy
Partnerships

83,922("

2005

2008

Western Wireless Corporation 1992 2005

2005

VoiceStream Wireless Corporation 1995

2003

Wholesale Corporation

LLP

2011 2013

Trilogy International Partners, Inc.

2016

)
2005

Clearwire Corp

CEO 2011
2011

CEO 1992

CEO 1995 2003

Costco

Seattle Mariners

First Avenue Entertainment
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(John W
Thompson)
(1949

)

24

36,501

2021
2012
2010 2016
CEO
1999 2011
1999

Corporation 1971

1996

IHlumina, Inc.

Lightspeed Venture Partners

2012
2014 2021
2014
2010 2016
(Symantec Corp.)
2011

CEO 1999 2009

1BM
1999
IBM Americas
1999
1971 1996
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Emma N.
Walmsley
1969

GSK
plc
CEO

GSK

9,124

GSK

2015

2015

2010

GSK

2016

2010

2017

2012

2012

L’ Oreal, S.A. 1994

2010

2002 2007

2002
1994 1999

GSK plc
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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,
i 16,843 2012 2015
Warrior) Inc.
(1960 10 22
) 2010
2012
2008 2010
Motorola, Inc. 1999
2007
1999 2007
Spotify
Technology S.A.
2022 11 30
28.6%

(2022 10

12 )

DG

Satya Nadella 763,518

(1967 19 )
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2021
2017 2021
Judson Althoff 114,626
1972 10 28 Chief Commercial
Officer
2013
2016
2014
) OEM
(Christopher C. 95,730 ©
Capossela
p%g ) . Chief 25
1
Marketing Officer
Microsoft Office
Office 365 SharePoint Exchange Skype for
Business Project Visio
2014 11
187,791
(Kathleen T. Hogan)
(1966 ) 2003
(Alaska Air
Group, Inc.)
2013
2013
2010 2013
2006 2009
361,467
(Amy E. Hood)
(1971 12 22 ) 2002
3M
Corporation
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(Christopher D.

(Executive

2017

(McAfee, LLC)

38,010 19 | (Intel Security Group)

oooooono
2021
2022
2015
2011 2015
2001
B, 535,691
(Bradford L. Smith)
2002
(1959 17 )
1993
Netflix, Inc.
2020 11
2017

2014

Young) Vice President, (Senior Vice
(1972 14 ) Business Development, President and General Manager)
Strategy and Ventures)
(American Express Compabny)
@
() 2022 10 12 60
22,377 21,240 10,080 1,004
8,246 4,022
(©) 15,905
O] 68
) 12,000
(6) 525
©) 7,243
©) 27,279
©) 1,304
1,304
(10) 1,500
2022 2015
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CEO

2022 2021 11 29

$325,000
$125,000
$200,000

$15,000
$45,000
$15,000

$425,000
$125,000
$300,000

2022 2021 11 30

$360,000
$125,000
$235,000

$45,000
$15,000
$35,000
$25,000
$25,000
$40,000

25%
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2022
®)
@
(€] )
G. O 125,000 217,500 0 342,500
F. 170,000 217,500 15,000 402,500
L ®) 140,000 217,500 15,000 372,500
E ® 150,000 217,500 15,000 382,500
S. ) 145,000 217,500 15,000 377,500
A ® 69,524 117,500 0 187,024
W. 125,000 217,500 0 342,500
W. 140,000 217,500 15,000 372,500
W O 125,000 304,565 15,000 444,565
N. 125,000 217,500 12,363 354,863
(10) 125,000 217,500 0 342,500
2 2
FASB ASC 718 2
58,750 FASB ASC
79,565 75,000 2021 11 30
2
3 2022
15,000
4 1,128
5 3
835
6
1,212
7 1,195
8 2021 11 30 2021 12 8
642
9 1,001
10 204
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2022
2022 2021 2020 30
@ @
® O]
2022 2,500,000 0 42,269,560 10,066,500 110,250 54,¢
2021 2,500,000 0 33,036,030 14,212,500 109,750 49,€
2020 2,500,000 0 30,718,608 10,992,000 111,180 44,3
2022 1,000,000 0 21,681,666 3,575,500 62,415 26,3
E
2021 995,833 0 17,864,404 4,543,490 62,414 23,4
2020 975,000 0 14,792,679 3,734,981 123,574 19,6
2022 960,000 0 14,420,730 3,412,560 55,708 18,¢
®
2022 993,333 0 18,753,465 3,551,664 110,277 23,4
2021 943,333 0 15,098,855 4,303,958 109,750 20,4
2020 860,000 0 12,402,137 3,294,445 111,131 16,6
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2022 850,000 | 1,500,000 7,131,582 2,133,840 105,036 11,7
D.
@)
2021 541,875 | 3,500,000 22,594,634 1,788,188 70,386 28,4
1 2022 2021
2
FASB ASC 718
2022 2021 2020
(i)2022 2022
33.33% 2021 33.33% 2020
33.33  (ii)2021 2021
33.33% 2020 33.33% 2019
33.33% (iii)2020 2020
33.33% 2019 33.33% 2018
33.33%
2022
84,539,120 26,445,265 16,660,404 22,522,540

3,506,158 2021 52,529,846 22,824,789
18,984,417 2,775,988 2020 37,150,358
18,704,870 15,866,522

3

4 2022
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©
®
®
10,250 0 100,000 0 110,250
E. 10,250 2,165 50,000 0 62,415
B.
10,300 1,984 43,424 0 55,708
) 10,250 0 100,027 0 110,277
D.
11,875 0 93,161 0 105,036
(A) 401(K)
®
©
5 2021 17,536,215
2022 30
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@ ®)
@
(©)
®
® ® * (€D) €)) €]

®
2022

0 7,500,000 | 15,000,000
2022PSA | 9/14/2021 2,071 | 55,210 | 165,630 19,682,798
2021PSA | 9/2/2021 970 25,865 | 77,595 9,156,727
2020PSA | 9/2/2021 1,134 | 30,224 | 90,672 13,430,034
2022 0 2,500,000 | 5,000,000
2022PSA | 9/13/2021 363 9,662 28,986 3,412,425
2021PSA | 9/2/2021 402 10,716 | 32,148 3,793,560
2020PSA | 9/2/2021 508 13,540 | 40,620 6,016,647
2022SA 9/13/2021 28,986 | 8,459,034
2022 0 2,400,000 | 4,800,000
2022PSA | 9/13/2021 261 6,957 | 20,871 2,456,956
2021PSA | 9/2/2021 250 6,651 19,953 2,354,587
2020PSA | 9/2/2021 297 7,918 23,754 3,518,660
2022SA 9/13/2021 20,870 | 6,090,528
2022 0 2,483,334 | 4,966,667
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2022PSA | 9/13/2021 321 8,558 25,674 3,022,397
2021PSA | 9/2/2021 350 9,312 27,936 3,296,516
2020PSA | 9/2/2021 418 11,123 | 33,369 4,942,357
2022SA | 9/13/2021 25,673 | 7,492,195
2022 0 1,700,000 | 3,400,000
D.
2022
PSA 9/13/2021 156 4,141 12,423 1,462,518
2021
PSA 9/2/2021 217 5,773 17,319 2,043,639
2022 SA | 9/13/2021 12,423 | 3,625,424
1
2017
2 2022
3 2022
2022
2022 2021 2020 33.33%
2022 10%
S&P500
25%
4 FASB ASC 718
2022 2022 2021 2020
33.33%
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2022 30
2022 30
@ @
® @
® (%)
9/18/2018 13,910 3,572,505
9/18/2019 34,002 8,732,734
9/18/2019 90,672 23,287,290
9/15/2020 20,785 5,338,212
9/15/2020 51,730 13,285,816
9/14/2021 55,210 14,179,584
9/17/2018 6,232 1,600,565
9/3/2019 40,621 10,432,691
9/18/2019 15,233 3,912,291
£ 9/14/2020 20,092 5,160,228
9/14/2020 21,432 5,504,381
9/13/2021 28,986 7,444,474
9/13/2021 9,662 2,481,491
9/17/2018 2,727 700,375
9/3/2019 8,909 2,288,098
9/3/2019 23,756 6,101,253
B. 9/14/2020 12,471 3,202,927
9/14/2020 13,302 3,416,353
9/13/2021 20,870 5,360,042
9/13/2021 6,957 1,786,766
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9/17/2018 5,119 1,314,713
9/3/2019 33,368 8,569,903
9/18/2019 12,513 3,213,714
9/14/2020 17,460 4,484,252
9/14/2020 18,624 4,783,202
9/13/2021 25,673 6,593,597
9/13/2021 8,558 2,197,951
11/11/2020 62,342 16,011,296
11/11/2020 10,824 2,779,928
11/11/2020 11,546 2,965,359
9/13/2021 12,423 3,190,599
9/13/2021 4,141 1,063,533
25 12.5%
2022 30 256.83
2022 2021 2020
11 11 25%
2022 30
2003
&)
®
283,747 85,914,251
E. 135,746 41,095,210
B. 92,744 28,095,745
L. 112,546 34,071,427
D. 27,274 8,831,941
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2022
2022
2022 2022 30
@)
()
¥ ®
®
0 0 0
E. 0 0 0
B. 0 0 0
L. 0 0 0
D. 750,000 (326,149) 2,434,098
1 2022
2 2022
75 100
2022 30 2022 30
®)
79,833,484 103,397,960
E. 33,533,789 44,251,039
B. 22,632,262 28,137,267
L. 33087 410D 37,944,321
D. 15,975,389 29,620,204
1 10,721,635
22,365,784
CEO
2022 CEO 190,302 CEO
54,946,310 2022 CEO




289 1

2022
Ally Technologies Inc Clear Software, Inc.

30

1934

Clipchamp

EDINETOOOO
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S-K 402 u

2022
CloudKnox Security Inc. Jumprope,

Inc. Minit Nuance Communications, Inc Oribi Systems Ltd. Paddle Inc Peer5, Inc. RisklQ, Inc. Skills
Seminar, Inc Suplari, Inc. TakelLessons, Inc. Two Hat Xandr Inc 11,024
2022
2022
12
2022 30
2017 2001
(€))
@ @ )(3)
@ (b) ©
94,072,488 $40.97 292,418,370
0 0
94,072,488 $40.97 292,418,370
1 2017 2001
FASB ASC 718
2
3 2022 30 81,160,470
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aka.ms/policiesandguidelines 2022
Deloitte & Touche LLP
(
GAAP )
2022
2022
2 1 10-Q 10-K 1

SEC
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2022
2022 30
GAAP
PCAOB SEC S-X 2-07
2022 30
10-K SEC
1986
2020
PCAOB

2022
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PCAOB
2023
2023
100 30
2022 2021 30
2022 2021
@ @ (€)) @
$22,045,000 $9,234,000 $21,900,000 $8,095,000
$21,300,000 $4,938,000 $20,400,000 $6,745,000
$43,345,000 $14,172,000 $42,300,000 $14,840,000
(1 Form 10-Q
SEC
Deloitte & Touche
2
2022 2021
30 2022 2021
$ 9,617,000 $ 10,491,000
4,545,000 4,312,000
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10,000 37,000

GAAP
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@
10-K
2022 Form 10-K
59 131
©) (1948
& Touche LLP (1948 25 ) 193
©
2022 10
144 .66
@
©)
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)
30
2022 2021 2020

( ) ( ) ( )
$ 72,732 105,214 $ 71,074 102,816 $ 68,041 98,428
125,538 181,603 97,014 140,340 74,974 108,457
198,270 286,817 168,088 243,156 143,015 206,885
19,064 27,578 18,219 26,356 16,017 23,170
43,586 63,052 34,013 49,203 30,061 43,486
62,650 90,629 52,232 75,559 46,078 66,656
135,620 196,188 115,856 167,597 96,937 140,229
24,512 35,459 20,716 29,968 19,269 27,875
21,825 31,572 20,117 29,101 19,598 28,350
5,900 8,535 5,107 7,388 5,111 7,394
83,383 120,622 69,916 101,140 52,959 76,610
333 482 1,186 1,716 7 111
83,716 121,104 71,102 102,856 53,036 76,722
10,978 15,881 9,831 14,222 8,755 12,665
$ 72,738 105,223 $ 61,271 88,635 $ 44,281 64,057
$ 9.70 1,403 $ 8.12 1,175 $ 5.82 842
$ 9.65 1,396 $ 8.05 1,165 $ 5.76 833

7,496 7,547 7,610

7,540 7,608 7,683
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30
2022 2021 2020
) ) )

$ 72,738 105,223 $ 61,271 88,635 $ 44,281 64,057
6 9 19 27 (38) (55)
(5,360)  (7,754) (2,266)  (3,278) 3,990 5,772
(1,146)  (1,658) 873 1,263 (426) (616)
(6,500)  (9,403) (1,374)  (1,988) 3,526 5,101

$ 66,238 95,820 $ 59,897 86,647 $ 47,807 69,158
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2022 30 2021 30
) ( )
$ 13,931 20,153 $ 14,224 20,576
90,826 131,389 116,110 167,965
104,757 151,541 130,334 188,541
633
44,261 64,028 38,043 55,033
3,742 5,413 2,636 3,813
16,924 24,482 13,393 19,374
169,684 245,465 184,406 266,762
59,660
74,398 107,624 59,715 86,384
13,148 19,020 11,088 16,040
6,891 9,969 5,984 8,656
67,524 97,680 49,711 71,912
11,298 16,344 7,800 11,283
21,897 31,676 15,075 21,807
$364,840 527,778 $333,779 482,845
$ 19,000 27,485 $ 15,163 21,935
2,749 3,977 8,072 11,677
10,661 15,422 10,057 14,548
4,067 5,883 2,174 3,145
45,538 65,875 41,525 60,070
13,067 18,903 11,666 16,876
95,082 137,546 88,657 128,251
47,032 68,036 50,074 72,437
26,069 37,711 27,190 39,333
2,870 4,152 2,616 3,784
230 333 198 286
11,489 16,620 9,629 13,929
15,526 22,460 13,427 19,423
198,298 286,858 191,791 277,445
24,000
7,464
86,939 125,766 83,111 120,228
84,281 121,921 57,055 82,536
« ) (4,678) (6,767) 1,822 2,636
166,542 240,920 141,988 205,400
$364,840 527,778 $333,779 482,845
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30
2022 2021 2020

( ) ( ) ( )

$ 72,738 105,223 $ 61,271 88,635 $ 44,281 64,057
14,460 20,918 11,686 16,905 12,796 18,511
7,502 10,852 6,118 8,850 5,289 7,651
(409) (592) (1,249)  (1,807) (219) (317)
(5,702)  (8,249) (150) @17 11 16
(6.834)  (9,886) (6,481)  (9,375) (2,577)  (3,728)
(1,123)  (1,625) (737)  (1,066) 168 243
(709)  (1,026) (932)  (1,348) (2,330)  (3,371)
(2,805)  (4,058) (3,459)  (5,004) (1,037)  (1,500)
2,943 4,257 2,798 4,048 3,018 4,366
5,109 7,391 4,633 6,702 2,212 3,200
696 1,007 (2,309)  (3,340) (3.631)  (5,253)
2,344 3,301 4,149 6,002 1,346 1,947
825 1,193 1,402 2,028 1,348 1,950
89,035 128,798 76,740 111,012 60,675 87,772
0 0 (1,754)  (2,537) 3,417)  (4,943)
(9,023)  (13,053) (3.750)  (5,425) (5.518)  (7,982)
1,841 2,663 1,693 2,449 1,343 1,943
(32,696)  (47,298) (27,385)  (39,615) (22,968)  (33,226)
(18,135)  (26,234) (16,521)  (23,899) (15,137)  (21,897)
(863)  (1,248) 769  (1,112) (334) (483)
(58,876)  (85,170) (48,486)  (70,140) (46,031)  (66,588)
(23.886)  (34,553) (20,622)  (29,832) (15,441)  (22,337)
(22,038)  (31,880) (8,909)  (12,888) (2,521)  (3,647)
(26,456)  (38,271) (62,924)  (91,026) (77,190) (111,663)
16,451 23,798 51,792 74,922 66,449 96,125
28,443 41,146 14,008 20,264 17,721 25,635
(2,825)  (4,087) 922)  (1,334) (1,241)  (1,795)
(30,311)  (43,848) (27,577)  (39,893) (12,223)  (17,682)
(141) (204) (29) 42) (201) (291)
(293) (424) 648 937 2,220 3,211
14,224 20,576 13,576 19,639 11,356 16,428
$ 13,931 20,153 $ 14,224 20,576 $ 13,576 19,639
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30
2022 2021 2020
) ( ) )
) ) )

$ 83,111 120,228 $ 80,552 116,527 $ 78,520 113,587
1,841 2,663 1,963 2,840 1,343 1,943
(5,688) (8,228) (5,539) (8,013) (4,599) (6,653)
7,502 10,852 6,118 8,850 5,289 7,651
173 250 17 25 @ )
86,939 125,766 83,111 120,228 80,552 116,527
57,055 82,536 34,566 50,003 24,150 34,935
72,738 105,223 61,271 88,635 44,281 64,057
(18,552) (26,837) (16,871)  (24,406) (15,483)  (22,398)
(26,960) (39,000) (21,879)  (31,650) (18,382)  (26,591)
0 0 (32) (46) 0 0
84,281 121,921 57,055 82,536 34,566 50,003
1,822 2,636 3,186 4,609 (340) (492)
(6,500) (9,403) (1,374) (1,988) 3,526 5,101
0 0 10 14 0 0
(4,678) (6,767) 1,822 2,636 3,186 4,609
$166,542 240,920 $141,988 205,400 $118,304 171,139
$ 2.48 359 $ 2.24 324 $  2.04 295
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GAAP )

SSP

2022

2023
2020

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
LinkedIn
Office 365 Xbox Windows
Dynamics
13
30 60
2022 30 2021 30 10 965
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2021 30 38 34
30

2022 2021 2020
$ 798 $ 816 $ 434
157 234 560
(245) (252) (178)
$ 710 $ 798 $ 816

30

2022 2021 2020
$ 633 $ 751 $ 788
77 47 28
$ 710 $ 798 $ 816

2022 30
41 44

( OEM ) PC
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RSU

RSU

ESPP

15 15 16
PSU
PSU
PSU

50
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50

20

2019 12

2021
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30
2022 2021 2020
$ 72,738 $ 61,271 $ 44,281
7,496 7,547 7,610
44 61 73
7,540 7,608 7,683
$ 9.70 $ 8.12 $ 5.82
$ 9.65 $ 8.05 $ 5.76
30
2022 2021 2020
$ 2,094 $ 2,131 $ 2,680
(2,063) (2,346) (2,591)
461 1,232 32
(52) 17 187
(75) 54 (191)
32) 98 (40)
$ 333 $ 1,186 $ 77
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30
2022 2021 2020
$ 162 $ 105 $ 50
(138) (40) @37
(81) @ an
$  (57) $ 63 $ )
30
2022 2021 2020
$ 29 $ 123 $ 83
509 1,057 69
(20) 11) (116)
$ 518 $ 1,169 $ 36
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2022 30

$ 2,500 $ 0 s 0 $ 2,500 $ 2,498 $ 2 3 0
2,071 0 0 2,071 2,02 39 0
79,696 20 (2,178) 77,547 9 77,538 0

419 0 0] 410 0 410 0
506 0 (24) 482 0 482 0
727 1 (30) 698 0 698 0
11,661 4 (554) 11,111 0 11,111 0
67 0 0 67 0 67 0

368 19 (13) 374 0 374 0
103 0 0] 97 0 97 0
$98,118 $ 53 $ (2,814) $ 95,357 $ 4,539 $ 90,818 $ 0
$ 1,500 $ 1,134 $ 0 $ 456

6,435 0 0 6,435

$ 8,05 $ 1,134 $ 0 $ 6,801

$ 8,258 $ 8,258 $ 0 $ 0

@ 8 0 8 0

$111,648 $ 13,931 $ 90,826 $ 6,891
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2021 30
$ 4,316 $ 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 @ 8,68 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
$ 6,950 $ 976 $ 0 $ 5,984
$ 7,272 $ 7,272 $ 0 $ 0
@ 78 0 78 0
$136,318 $ 14,224 $116,110 $ 5,984
@

2022 30 2021 30

38 33

129/208



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

12 12
12 12
2022 30
$ 59,092 $(1,835) $ 2,210 $ (352) $ 61,302  $ (2,187)
418 (18) 27 (6) 445 24)
510 (26) 41 0 551 (30)
9,443 @17 786 an 10,229 (554)
178 (12) 74 ©) 252 (19)
$69,641 $(2,368) $ 3,138 $ (446) $ 72,779  $ (2,814)
12 12
2021 30
$ 5,294 $ (1) $ 0o $ 0 $ 5294 $ (111)
3,148 @ 5 @ 3,153 0)
1,211 ) 87 @ 1,298 (6)
1,678 ©) 34 @ 1,712 )
58 @ 1 0 59 @
$11,389 $ (132) $ 127 $ (3) $11,516 $ (135)
2022 30
$ 26,480 $ 26,470
52,006 50,748
10 18,274 16,880
10 1,358 1,259
$ 98,118 $ 95,357
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2022 30 AAA 10
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395

2022 30 2021 30
$ 635 $ 635
0 6,081
1,139 1,247
10,322 14,223
21,606 23,391
2,773 2,456
544 763
2022 30 2021
$ 0 $ (D $ 76 $ ()
3 0 40 0
333 (362) 227 (291)
20 112) 56 (36)
356 (551) 399 (335)
(130) 133 (141) 142
0 (75) 0 42)
$ 22 $  (493) $ 258 $ (235)
$ 8 $ 0 $ 78 $ 0
218 0 137 0
0 0 43 0
0 (298) 0 (182)
0 (195) 0 (53)
$ 226 $  (493) $ 258 $ (235)
2022 30 343 550 2021 30

335
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1 $ 349 $ 6 $ 356
0 (551) 0 (551)
0 396 3 399
0 (335) 0 (335)
C )
30
2022 2021 2020
$ 49 $ 193 $ 1
(50) (188) 3
4 30 139
92) 37 93
108 53 (93)
(79) 17 0
383 27 (123)
(72) 9 50
C X )
30
2022 2021 2020
$ (5D 34 $  (38)
2022 30 2021 30
$ 1,144 $ 1,190
82 79
2,516 1,367
$ 3,742 $ 2,636
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85

2022
Al
@
(b)

@
) 2015

2017

2020

Al
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986
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2022 30 2021
$ 4,734 $ 3,660
55,014 43,928
7,819 6,884
60,631 51,250
5,860 5,344
134,058 111,066
(59,660) (51,351)
$ 74,398 $ 59,715
126 93 107
Nuance Communications, Inc.
188
$ 16,308
4,365
59
(1,971)
$ 18,761
2022 30

2022
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$ 2,610
1,540
215
$ 4,365
2021 Bethesda Softworks LLC
ZeniMax Media Inc.
81
766
Xbox
2021 12 31
$ 766
5,510
1,968
121
(244)
$ 8,121
$ 1,341
627 11
$ 1,968
2022 18 Activision Blizzard, Inc.
687
95.00
PC

135/208



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

2023

136/208



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

2020 2021 2022
30 30 30
$24,100 $ 0 $ 127 $24,317 $ 599 $ (105) $24,811
12,697 505 54 13,256 16,879 4a7® 30,182
6,464 5,556 118® 12,138 648 (255) 12,531
$43,351 $ 6,061 $ 209  $49,711  $18,126 $ (313) $67,524
@ 55
V) 163
12
2022 2021 2020
2022 30 2021 30 113
10
30
2022 2021
$11,277  $(6,958) $ 4,319 $ 9,779 $ (7,007) 2,772
7,342 (3,171) 4,171 4,958 (2,859) 2,009
4,042 (2,143) 2,799 4,792 (1,878) 2,914
16 0 9 446 (431) 15
$23,57®  §(12,279)  $11,208 $19,975  $(12,175) 7,800
(@) 44
V) 20
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2023
2024
2025
2026
2027
2028

30
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2021 2020

2022 2021
$ 2,611 $ 1,628
2,837 96
233 625
0 10
$ 5,681 $ 2,359

2022 2021 2020 20 16 16
2022 30
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2,385
1,631
1,227

809
2,592
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11
2021
30
2009 38 @ 2039 5.20 5.24 520 $ 520
@)
2010 48 2040 4.50 4.57 486 486
@)
2011 23 2041 5.30 5.36 718 718
a
2012 23 @ 2022-2042 2.13 -3.50 .24 -3.57 1,204 1,204
a
2013 52 @ 2023-2043 2.38 -4.88 A7 -4.92 2,814 2,814
2013 41 2028-2033 2.63 -3.13 .69 -3.22 2,404 4,803
a
2015 238 @ 2022-2055 2.65 -4.75 .72 -4.78 10,805 12,305
a
2016 198 @ 2023-2056 2.00 -3.95 .10 -4.03 9,430 12,180
a
2017 170 @ 2024-2057 2.88 -4.50 .04 -4.53 8,945 10,695
a
2020 100 @ 2050-2060 2.53 -2.68 .53 -2.68 10,000 10,000
a
2021 82 @ 2052-2062 2.92 -3.04 .92 -3.04 8,185 8,185
55,511 63,910
471) (511)
(b) (68) 40
a
@ (5,191) (5,293)
49,781 58,146
(2,749) (8,072)
$ 47,032 $ 50,074
(a) 2021 2020
()
2022 30 2021 30
509 700
2022 2020
19 24
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2022 30
30
2023 $ 2,750
2024 5,250
2025 2,250
2026 3,000
2027 8,000
2028 34,261
$ 55,511
12
30
2022 2021 2020
$ 8,329 $ 3,285 $ 3,537
1,679 1,229 763
6,672 5,467 4,444
$ 16,680 $ 9,981 $ 8,744
$ (4,815) $ 25 $ 58
(1,062) (204) (6)
175 29 (41)
$ (5,702) $  (150) $ 11
$ 10,978 $ 9,831 $ 8,755
30
2022 2021 2020
$ 47,837 $ 34,972 $ 24,116
35,879 36,130 28,920
$ 83,716 $ 71,102 $ 53,036
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30
2022 2021 2020
21.0 21.0 21.0
1.3) @.7n @G.7N
(3.9 0 0
a.D 1.3 a.1
1.4 1.4 1.3
(0.9) (0.9) a.1
1.9) @.9 2.2)
0.5 0.5 1.0
©.7) (1.8) 1.3
13.1 13.8 16.5
2022

GILTI

2022 33
2021
Engineering Analysis Centre of Excellence Private Limited
86 2012
1996 2016
2021 620
2022
2021
2020
2022 2021 2020
71 82 86
GILTI 2021

141/208



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)

Ogoooood
2022 2021 2020
2021 2022 2022
33
TCIA
2020 2021
TCIA
30
2022 2021
$ 601 $ 502
2,874 2,960
1,546 1,090
10,656 6,346
4,557 4,060
2,876 2,659
461 319
23,571 17,936
(1,012) (769)
$ 22,559 $ 17,167
$  (174) $ (2,381)
(4,291) (3,834)
(1,602) (1,010)
(3,104) (2,815)
(103) (144)
$ (9,274) $(10,184)
$ 13,285 $ 6,983
$ 13,515 $ 7,181
(230) (198)
$ 13,285 $ 6,983
2022 30 318 13 21
2023 2042
2022 30
13
2023 2025
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2022 2021 2020 160
134 125
2022 2021 2020 30
156 146 138
2022 2021 2020
133 125 121
2022 2021 2020 30
43 43 40 2022 2021 2020
36 274 579
30
2022 2021 2020
$ 14,550 $ 13,792 $ 13,146
(317) (195) 3L)
1,145 790 647
461 461 366
(246) 297) (331)
0 €H) ®)
$ 15,503 $ 14,550 $ 13,792
2004 2006 IRS 2011
2012 IRS 2004 2006 2011
2007 2009 IRS 2016
2010 2013 IRS 2018
2021 2004 2013 IRS
17 2004 2017
2022 30 IRS
12 12
1996 2021
13
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30
2022 2021
$ 24,558 $ 22,120
19,371 17,710
4,479 4,311
$ 48,408 $ 44,141
2022 30
$ 44,141
110,455
(106,188)
$ 48,408
2022 30
1,890 45
19
30
2022 2021 2020
$ 2,461 $ 2,127 $ 2,043
$ 980 $ 921 $ 611
429 386 336
$ 1,409 $ 1,307 $ 047
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30
2022 2021 2020
$ 2,368 $ 2,052 $ 1,829
429 386 336
896 648 409
5,268 4,380 3,677
4,234 3,290 3,467
30
2022 2021

$ 13,148 $ 11,088
$ 2,228 $ 1,92
11,489 9,629
$ 13,717 $ 11,591
$ 17,388 $ 14,107
(3,285) (2,306)
$ 14,103 $ 11,801
$ 1,060 $ 791
13,842 11,750
$ 14,902 $ 12,541

12 12

2.1 2.2

3.1 3.4
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2022 30
30
2023 $ 2,456 $ 1,477
2024 2,278 1,487
2025 1,985 1,801
2026 1,625 1,483
2027 1,328 1,489
2028 5,332 9,931
15,004 17,668
(1,287) (2,766)
$ 13,717 $ 14,902
2022 30
72 88
2023 2028 18
15
2014 SAMR
SAMR
2019 SAMR
Oy Microsoft Mobile Oy
45 46
2002
2009
FCC
FCC
FCC
2013
2014
2016 10
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2018
2022
2022 30 364
600
16
30
2022 2021 2020
7,519 7,571 7,643
40 49 54
(95) (101) (126)
7,464 7,519 7,571
2016 20 400
2016 12 2020
2019 18 400
2020 2021 11
2021 14 600
2019 18 2021 11
2022 30 600 407
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30

2022 2021 2020

21 $ 6,200 25 $ 5,270 29 $ 4,000

20 6,233 27 5,750 32 4,600

26 7,800 25 5,750 37 6,000

28 7,800 24 6,200 28 5,088

95 $ 28,033 101 $ 22,970 126 $ 19,688

2022
2021 14 2022
2021 14 2019 18 2022
2021 2020 2019 18
2020 2016 20 2019 18
2016 20
2022 2021 2020
47 44 33
C )
2022
2021 14 2021 11 18 2021 12 $ 0.62 $ 4,652
2021 12 2022 17 2022 10 0.62 4,645
2022 14 2022 19 2022 0.62 4,632
2022 14 2022 18 2022 0.62 4,627
$ 2.48 $ 18,556
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 4,206
$ 2.24 $ 16,871
2022 14 2022 30
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« )
( (15)
(10)
( )
(
(10)
( (1,440)
1,057
( )
(
(1,428)
1,058
(
18

)

(589)

(602)
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30
2022 2021 2020
$ (19 $  (38) $ 0
(57) 34 (38)
79 an 0
(16) 2 0
63 (15) 0
6 19 (38)
$  (13) $ (19 $  (38)
$ 3,222 $ 5,478 $ 1,488
(5,405) (2,216) 3,987
57 (63) 4
(12) 13 @
45 (50) 3
(5,360) (2,266) 3,990
0 10 0
$ (2,138) $ 3,222 $ 5,478
$ (1,381) $ (2,254) $ (1,828)
(1,146) 873 (426)
$ (2,527) $ (1,381) $ (2,254)
$ (4,678) $ 1,822 $ 3,186
ESPP

oOoOooodn



2022
@
(@) 2022
PSU
2022 30
2022

RSU

2021

PSU

2021

2020

2020
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30
2022 2021 2020
$ 7,502 $ 6,118 $ 5,289
1,293 1,065 938
PSU
30
2022 2021 2020
$0.56 - $0.62 $0.51 - $0.56 $0.46 - $0.51
0.03 - 3.6 0.00 -1.5 0.1 -2.2
100 $152.51
50 291.22
Y 143.10
(10) 189.88
93 $ 227.59
167
291.22 221.13 140.49
2022 2021 2020
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141 134 101 2022 30 211
ESPP
90 15 2012
ESPP 2022 12 31
2021 2022 10 2031 12 31 ESPP
30
2022 2021 2020
7 8 9
$ 259.55 $ 207.88 $ 142.22
2022 30 81 ESPP
401 (k)
2022 2021
2020 14 12 10
19
GAAP
o/ Office Commercial Office 365 Microsoft 365 Commercial
Office 365 Office Office Exchange SharePoint Microsoft Teams

Office 365 Security and Compliance Microsoft Viva

? Office Consumer Microsoft 365 Consumer Office

R

Office

?|  LinkedIn

R
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[?] Dynamics Dynamics 365 ERP CRM Customer Insights Power Apps
Power Automate ERP CRM
67 Azure SQL Server Windows Server
Visual Studio System Center Client Access Licenses CALs Nuance
GitHub
62 Microsoft
Nuance
¢ Windows Windows OEM Windows
Windows Windows Windows
Windows Windows

Internet of Things
62 Surface PC
5 Xbox Xbox
Xbox Game Pass

Xbox Cloud Gaming

30

2022 2021 2020
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$ 63,364 $ 53,915 $ 46,398
75,251 60,080 48,366
59,655 54,093 48,251
$ 198,270 $ 168,088 $ 143,015
$ 29,687 $ 24,351 $ 18,724
32,721 26,126 18,324
20,975 19,439 15,911
$ 83,383 $ 69,916 $ 52,959
2022 2021 2020 10
30
2022 2021 2020
® $ 100,218 $ 83,953 $ 73,160
98,052 84,135 69,855
$ 198,270 $ 168,088 $ 143,015
(@) OEM
30
2022 2021 2020
$ 67,321 $ 52,589 $ 41,379
Office 44,862 39,872 35,316
Windows 24,761 22,488 21,510
16,230 15,370 11,575
LinkedIn 13,816 10,289 8,077
11,591 9,267 8,524
7,407 6,943 6,409
6,991 6,791 6,457
5,291 4,479 3,768
$ 198,270 $ 168,088 $ 143,015
Microsoft Azure
Office 365 Commercial Linkedln Dynamics 365
2022 2021 2020 912 691 517
Office
LinkedlIn
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30
2022 2021 2020
$ 106,430 $ 76,153 $ 60,789
15,505 13,303 12,734
44,433 38,858 29,770
$ 166,368 $ 128,314 $ 103,293
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

INCOME STATEMENTS
[im il pxcepl par Ahang Smoinis)
Yaas Ended June 33, i 2021 2020
Revenue:
Product 5 72,0732 & flofa 3 68041
Senvice and other 125,538 a7 014 74074
Total revenue 198,270 168 088 143015
Costof revenue:
Product 19,064 1B.219 16017
Senvice and other 43,586 34013 30061
Total cost of revenue 62,650 52232 46078
Gross margin 135,620 115 B56 06937
Research and cevelopment 24,512 20.716 18,269
Sales and marketing 21,825 20117 15,598
General ard administrative 5,900 5.107 5.111
Operating income 83,383 68916 53,0655
Other income, net 333 1166 i
Income before income taxes B3,716 71.102 53.036
Provision fof income [axes 10,578 5,831 B.755
Met income $ 72,738 3 61271 % 44,781
Earpings per shang:
Basic -] 870 % glz % 582
Diluted ] 865 3 BOS % 576
Weighted average shares outstandging:
Basic 7496 547 .610
Diluted 7.540 7.608 7.683

Refer 10 accompanying noles.

57
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COMPREHENSIVE INCOME STATEMENTS

(I millinma)
Yaar Ended June 39, 22 221 2029
Met income s 72,738 5 G271 5 44281
Other comprebensive income (Joss), me of [mx:
Met change related to derivatives & 19 {38)
Mgt change related [ invesmments {5,360) {2.266) 3,990
Transhation adjusmments and other (1,146) 873 {426)
Other comprebensive income (Joss) {6, 500) {1.374) 3526
Comprehensive income -] 66,238 -] 50,897 3 47807

Refer (o accompanying nobes.
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BALANCE SHEETS
[Ir milbions)
Juiise 30, 022 2021
Assels
Current asseds:
Cash and cash equivalents L4 13931 5 14,224
Short-term Bvesiments 90,826 116,110
Total cash, cash eguivalents, and Shore-temm im/estiments 104,757 130,334
Accounts receivable, et of allowance for doubiful accounts of $633 and 751 44,261 38,043
Inventories 3,742 2,636
Other current assets 16,924 13,383
Total cuirent assels 169,684 184,406
Property and equipment, nel of accumulated depreciaton of $59,660 and 251,351 ¥4,398 58,715
Operating lease rnight-of-use assets 13,148 11.088
EQuity investments 6,891 5.084
Goohwill 57,524 49,711
Intangible assets, net 11,298 T.BIO
Other long-lenn asses 21,897 15,075
Total assets % 364840 = 333,770
Liabilities and stockholders’ eguity
Curres kalulies:
Accounts payable 5 19,000 = 15,163
Cument porton of long-tem delx 2,749 B.0VZ
Accrued compensation 10,661 10,057
Short-term ncome taxes 4,067 2174
Short-term uneamed revenue 45,538 41,525
Other current liahilities 13,067 11.666
Total current lisbilities 95,082 BB.EST
Long-term deb 47,032 50,074
Long-term income [aes 26,0659 27.190
Long-tenm uneamed revenue 2,870 2616
Deferred income taxes 230 198
Operating lease habilities 11,489 8,629
Other long-tedm liabilites 15,526 13427
Total liabilities 198,298 191,791
Commitments and contingencies
Stockhalfeis' eguity:
Common stock and paid-in capital - shares authonized 24,000; outstanding 7,464 and 7.519 86,939 83,111
Retained eamings 84,281 57,055
Accurmulated other comprehensive income (loss) (4,678) le22
Total stockholders” eguaty 156,542 141,988
Total liabsities and stockholders' eguity 5 354.B40 = 333,779
Refer to accompanying notes.
L]
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CASH FLOWS STATEMENTS

[Ir milbions)
Vaar Enifed Jurs 39, b H 2321 2020
Operations
Met income ] 72,738 % 61271 % 44 281
Adjustments to reconcile net income to net cash from operations:
Deprediation, amaorizanon, and ciher 14,460 11,686 12,796
Stock-based compensalion expense 7,502 6,118 5,280
MNel recognized GRINS on iNvesiments and defvaiives [;H; {12 (219}
Deferred inCome (AXes {5,702 {1 ik
Changes in operating assers and liabilities:
Accounis recefvabile &m {6481 (2577)
Irnentones 123 (F3 168
Other cument assels {709) 9 [2.330)
Other long-tenm assets {2,805) {3,459) (10375}
Accounis payable 2,943 2,798 3018
Uneamed revenue 5109 4,633 2212
Incoms: taxes 656 {2.309) (2.631)
Cther cument liabifities 2,344 4,149 1,346
Other long-tenm liabilides 825 1ale 1.348
Mer cash from operagions 89,035 76,740 BOETS
Financing
Cash premium on det exchange Q 1,754 g.-u.r
Repayments of debit {9,023) 3T B
Common stock issued 1,841 1,603 1,343
Common stock repurchased EZEH ?.3:; E.SEBE
Common stock cash dividends paid 8,135 16521 15,137
Other, met (883 {7 (334
Wet cash wsed in financing (58,876) (48,486) {46,031)
Ao (2 ) (20.622) { )
ADCitions 1o propedty and equipiment 3,886 0,632 15441
Acquisition of companies, net of cash acouired, and purchases of intangible and other
assels (22,038) {B.908) (£.521)
Purchases of mvestmenis (26,456} (62,924) (F7.190)
Maturities of invesiments 16,451 51,792 66,448
Sales of investrents 28,443 14,008 17,721
Other, net (2,825) (822 (1.241)
Wet cash used in investing {20,311) {27570 {12.223)
Effect of foreign exchange rates on cash and cash eguivalenis (141) (29 (201)
Mt mnam?e in cash and cash eguivalents (293) 548 2,220
Cash cash eguivalents, beginning of period 14,224 13576 11,356
Cash and cash eguivalenis. end of periog 3 13,931 5 14224 % 13576

Refer o ACCOMMEnying notes.
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STOCKHOLDERS' EQUITY STATEMENTS

[In millions, except par shase amounis)

Wear Eried June 35, 02z razi 2020
Common stock and paid-in capital
Balance, beginning of period 3 B3,111 3 80552 3 76,520
Cormmon stock issued 1,841 1963 1.343
Common stock repurchased [5,658) [l {4.592)
Stock-based compensaion expense 7,502 6,118 5,269
Cither, net 173 17 {1}
Balance, end of period 86,938 83,111 80,562
Retained camings
Balance, beginning of period 57,055 34,566 24,150
Mt income 72,738 61271 44 281
Common slock cash dividends (18,552) (16871L) {15.483)
Common stock reprchased (26,960) (218 3"9{ (18,362}
Cumulative effect of accounting chanpes o (32 H]
Balance, end of petiod B4.281 57055 34 566
Accumulated other comprehensive income (loss)
Balarce, beginning of period 1822 3186 {34000
Other cmmmnrgm m:m {loss) (6,500) (1.374) 3.526
Curnulative effect of accounting changes o 13 o
Balance, end of peod {4,678) 1822 3186
Total steckholders' equity -1 166,542 3 141,988 5 118,304
Cash dividengs declared per common share -] 248 5 2.24 5 2.04

Refer 1o accompanying noles.

164/208



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

BARTY
kemE

NOTES TO FINANCIAL STATEMENTS
NOTE 1 — ACCOUNTING POLICIES
Accounting Principles

Our consolidated firancial statements and accompanying notes are prepared in accordance with accountng principles generally accepted in
the United States of Aamerica ("GAAP).

Wie have recast cemain prior penod amounis 1o conform o the current peniod presentation. The recast of these prior penod amounts had no
impact on our corsolidated balance sheets, consolidated income statements, of consolidated cash flows stalements,

Principles of Consolidation

The consolidated financial statements ncuce the accounts of Microsoft Comporation and its subsicianes, Intercompary ransactions and
balarces have been eliminated,

Estimates and Assumptions

FPreparing financial statements reguires management 10 make estimates and assumptions that affect the reponted amounts of assets,
liabilities. revenue, and experses. Examples of esiimates and assumplions incluge: for reverue recognition. detesmining the naiure and
timing of satsfacton of performance obligations, and determining the stancalone seling price 5527 of pedormance cblipatiors, variahie
consideraton, and oher obligatons such as produdt retums ang refunds: loss conrtinpercies: product warranties: the far value of andfio
potential impairment of gocdwill and intangible assets for our reponting uits; produdt ife cycles; wseful ives of our mangible and intangitle
assets, allowances for doubtful accounts; the market value of, and demand for, owr inventony; stock-based compensation forfeiture rates;
when technological feasibility is achieved for our products; the potential ouicome of uncertain iax posiions that have been recogrized in our
consolidated financial stalements of & refums; and determiring the Gming and amount of impaiments for investments. Actual resudis and
outcomes may differ from management's estimates and assUMHions due to isks and uncertainties,

In July 2022, we completed an assessment of the useful ves of our server and network eguipment. Due 1o investments in softeare that
inereased efficiencies in how we operate our sefver and network eguipment, as well as agvances i echnology. we detemined we should
increase the estimated useful lives of both server and network eguipment from four years to six years. This change in accounting estimate
will be effective beginning fiscal year 2023, We had previously increased ihe estimated wsefid lives of both server and nenwork eguipment in
July 20240,

Foreign Currencics

Assets and liabilities recorded in foreign cumencies are rarslated at the exchange rate on the balance sheet date. Revenue and expenses
are rranslated at average rates of exchange prevailing during the year. Translaton adjustments resulting from this process are recorded o
other comprebensive income,

Revenue
Product Revenue and Service and Other Revenue

Product revenue includes sales from opefaling Systems, cross-device productivity applicidions, server applicatons, business solution
applications, cesktop and server maragement (ools, software development tools, video games, and hardware such as PCs, ablets, gaming
and entertainment consoles, other intelligent devices, and relaled accessoies,

Service and other revenue includes sales from clowd-based solutions that provice customers with software, senvices. plarforms, and conternt

such as Office 365, Azure, Dynamics 365, and Xbox; solution suppot; and consulting services, Service and other revenue also includes
sales from online acvenising and Linkedin.
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Revenue Recognition

Revenue is recognized upon transfer of cortrol of promised products oF SENICes 10 cusiomers in an amount that reflects the consideration we
expect to receive in exchange for those products or services. We enter into contracts that can include vanous combinations of products and
services, which are generally capahle of being distinct and accounted for as separate performance oblipations. Revenue is recognized net of
allowances for retums and any taxes collected from customers, which are subseguently remited to govennmental authorities,

Matwre of Progucts and Services

Licenses for on-premises sofiware provice the customer wath a rght o use the software as it exisis when made available 1o the cusiomer.
Customers may purchase perpelual hterses of subscibse o loenses, which provide customeds waith the same fuicionality ard differ maiply
in the duration over which the customer benefits from the software. Revenue from distingt on-premises licenses is recognized upfront at the
point in ime when the software is made available o the customer, In cases where we allocate revenue to software updates, prirmarily
because the updates are provided ai no additional charge, revenue is recognized as the upgales are provided, which is generally ratably over
the estimated lie of the related device of license,

Ceertadn wolume licensing programs, induding Enterprise Agreemerts, include on-premises licenses combined with Software Assurance
("5A7. SA conveys rights (o new software and upgrades released over the contract period and provides suppoit, tools, and raining o help
custmers ceploy and use protucts more efficienty, On-premises licenses are considered distinct performance obligations when sold with
SA, Revenue allpcated 0 SA is generally recopnized ratably over the contract period as customers simulianeously consume and receive
benefits, given thal SA comprises distingt performance obligations that are saisfied over time.

Cloud services, which allow customers to use hosted software over the contract period without taking possession of the software, are
provided on either B subsciption or consumption basis. Revenue related to doud services provided on a subscription basis. is recognized
ratably over the contract pericd. Revenue related to cloud sevices proviced on a consumption basis, such as the amount of sterage used in
a period, is recognized based on the customer utilization of such resources. When cloud services reguire a sipnificant level of imegration and
interdependency with software and the individual components ane nol considered distnet, all revenue is recognized over the period in which
the cloud services are provided.

Revenue from search advertising is recognized when the adverisement appears in the search results or when the action necessary to eam
the reverue has been completed. Revenue from consulting services is recogrized as services are provided.

Our hardware is generally highly dependent on, and interrelated with, the underlying operating system and carnol function without the
operating system. In these cases, the hasdware and software ecerse are accounted for as a single performance obligation and revenue is
recognized at the point in time when ownership is ransferred (o resellers o directly w0 end customers through retail stores and online
marketplaces,

Refer o Note 19 — Segment Information and Geographic Data for further information, including revenuve by significart product and seqvice
offeting.

Significant Juggmems

Our contracts with custome s often include promises to ransfer multiple products and services 0 a customer. Determining whether products
angd services are consicered cistnet perfonmance obligations that should be accounted for separately versus together may reguire sagnificant
judpment. When a clowd-based service includes both on-premises sofoware licenses and cloud services, judgment is required 1o determine
whether the software license is considered cistingt and accourted for separately, of Nof cistinct and accounted for topether with the cloud
sepvice and recogiized over time. Cenaln cloud services, pamanily Office 365, depend on a signiicant level of integraton, interdepent ency,

and interrelation between the cesktop applications and cloud services, and are accourted for wpether as one performance obligation.
Revenue from Office 365 is recognized ratably over the perod in which the cloud senvices are provided.

i x]
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Judgrnent is required 10 determine the SSP for each gistne performance obligation. We use a single amount 10 estimate S52 for ems that
are not sold separately, including on-premises licenses sold with 54 o software updates provided at no addinenal dharge. We use a range of
amcunts o esimate 552 when we sell each of he producs and senices separately and need (o detenmmine whether there is a ciscount (o be
allocated based on the relaive SSP of the vanous progucts and Sendces.

In mstances where S5P is not directly cbservable. such as when we do not sell the product of service separately, we determine the S5P°
using irformaton el may inclede market congditions and cther cbeervable inputs. We ypically have more than ooe SSP for irdividual
products and senvices due o the siratification of those products and services by CUSIOMEr s and crcumsiances, In these inSances, Wwe may
use information such as the size of the customer anc geographic region in determining the SSP.

Due o the vasious benefits from and the natwe of cur SA program, judgment is reguired 1o assess the pamern of delivery, incluging the
exercise paftemn of certain benefits across our poitiolio of customers.

Ouwr products are generally sold with a nght of return, we may provide other credits o incentives, and i cemain instances we estimate
CUsITer usage of our products and senvices. which are accounted for as vanable consiceration when cetermining the amount of revenue (o
recognize. Retums and credits are estimated al cortiact meeption and updated at the end of eads repodtng penod i addtonal il eamation
becomes available. Changes to our estimated variable consideration were not material for the periods presented.

Contract Balances and Other Receivables

Timang of reverue recognition may differ from the mirg of involcing (o customerns. We record a receivable when revenue s recogrized o
o imvoicing, of unearned revenue when revenue is recognized subsequent o imaoicing. For molti-year agreements, we generally imioice
customers anrually af the beginring of each annual coverage period. We recond a receivable related (o revenue recognized for multi-year on-
premises licenses as we have an unconditional night to imveice and receive payment in the fuiure refated to those Boenses.

Unearmed revenue compises mainly uneamed revenue refated o volume licensing programs, which may indude 54 and cloud services.
Unearmed ievenue is gererally imolced annually at the beginring of each cortiact pedod for mulii-year agreements and recopnized ratably
over the coverage period. Uneamed revenue also includes payments for consulting services to be performed in the future, Linkedin
subscriptions, Office 365 subseriptions, Xbox subsaiptions, Windows post-delivery suppont, Dynamics business soltions, and other offeings
fea which we have been paid in advance and earm the revenue when we ransfer control of the produd or service.

Refer o Note 13 — Uneamed Revenue for funther information, including uneamed revenue by segmert and chanpes in uneamed revenue
durirg the period.

Payment terms and condiions vesy by contract type, although terms generally include a reguirement of payment within 30 10 60 cays. In
instances whese the Gming of revenwe recogniiion difers from the tming of invoicing, we have determined our contracts generally do not
include a significant financing comporent, The primary purpose of our invoeicing terms is to provide customers with simplified and prediciable
ways of purchasing our products and services, not to receive financing from our customers or 1o provide customers with financing, Examples
include invoicing at the begirning of a subscription term with revenue recognized ratably over the corract period, and mulli-year on- premses
licenses that are invoiced annually with reverue recogrized upfront.

As of June 30, 2022 and 2021, other receivables due from suppliers were 1.0 billon and 3965 million, respectively, and are incuded in
accounis receivable, net in our consolidated balance sheets,

As of June 30, 2022 and 2021, long-term accounts receivable, ret of allowance for doubtlul aceourts, was 538 bilbon and 53.4 billion,
respectively, and is induded in other long-tenm assets in our consolidated balance sheets.,

The allowance for coubtful accounts reflects our best estimate of probable losses inherent in the accouris receivable balance, We cetermine
the allpwance based on krown moubled accounis, historical experience, and other cumently available evidence.

Bed
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Activity in the allowance Tor doubt’ul accounts was as follows:
(I milbons)
Vear Ended June 33, w22 21 2029
Balance, beginning of period 5 788 % B1E 3% 434
Charged 1o costs and oiber 157 234 560
Wile-offs (245) (252) (L78)
Balance, end of period s TI0 % T8 % 816

Allowance for doubiful accounts included in our corsolidated balance sheets:

[ milBions)

Jure 38, 2022 2021 2020

Accounts receivable, nel of allowance for doubtful accounts - 833 % Bl 8 TBE

Other |ong-1eirm assels Fid a7 28
Total % 70 3 798 % B16

We record financing receivables when we offer certain of our customers the option (0 acguire our software roducts and services offerings
through a finandng program in a limited number of counmies. As of June 30, 2022 and 2021, our financing receivables, net were $4.1 billion
and 54.4 bilion, respectivety, for shor<erm and long<temn financirg receivables, which are incluced in other cument assets and other long-
ieqm asseis in ow consolidated balance sheets. We recond an allowance (o cover expected losses based on roubled accounts, historical
expefience, and oher currently available evidence.

Assets Recognized from Costs to Obtain a Contract with a Customer

We recognize an asset for the incremental costs of obtaining a contract with 8 customer if we expect the benefit of those costs © be longer
than ome year, VWe have determined that certain sales incentive programs meet the requirements o0 be capitalized, Total capitalized costs o
olain a confract were immatenial during the pericds presented and are included in other current and long-Lemm assels in ow corsolidated
balance sheets,

We apply a practical expedient (o expense cosis as incumed for costs o obtain a contract with a customer when the amonization pericd
would have been one year of less. These cosis indude ouwr internal sales force compersation program and cefiain pariner sales inceniive
programs as we have determined annual compensation is commensurate with annual sales actvities.

Coat of Revenue

Cost of revenue indudes: manufaciuring and distribution cosis for producs sold and programs Bcensed; operating costs related o product
SUPPONE service centers and product distribution centers; costs incumed to include soffware on PCs sold by oniginal eguipment manufacurens
("OENMT), to drive trafic to our websites, ang to acouire online advertising space; costs incurred o support and maintain online procucts and
senvices, including datacenter costs and royalies, warranty cosls, inventony valuation adjusiments; coss associated with the delivery of
consulting services, and the amartization of capitaized software development costs. Capilalized software development oosis are amoized
ower the esiimated lives of the producs.

Product Warranty

We povide for the estimated costs of fulfiling our obligations under hardware and software warranties at the time the related revenue is
recognized. For hardware wamaniies, we estimaie the costs based on histoncal and projected procuct fadue rates, historical and projected
repair costs, and knowledge of specific product failures (i any). The specific harcware warranty tenms and concitions vary depending upon
the product sold and the country in which we do business, but generally include pans and labor over a period penerally ranging from 20 days
to three years. For softwvane warranties, we estimate the cosis 1o provide bug fiees, such as security patches, over the estmated li‘e of the
software. We regularly reevaluate our estimates (o assess the adeguacy of the recorded warranty linbilites and adjust the amounts as
NECEesSary.
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Research and Development

Research and cevelopment expenses indude payroll, employes berefits, stock-based compensation expense, and other heaccount-relaed
expenses associated wilh product development. Research and development expenses also indude thind-pary development and
programming costs, localization costs incurred to translate software for intermational markets, and the amontization of purchased software
code and sevices content. Swuch costs related to software development are included in research and development expense until the point
that technological feasibility is reached, which for our software products, is penerally shonly before the progucis are released 1o production.
Once technological feasibility is reached, such cosis are capitalized and amoized (o0 cost of reverue over the estimated lives of the
progucts.

Sales and Marketing

Sales and marketing expenses incluce payroll. employee benefits, stock-based compensation expense, and other headoount-related
expenses associated with sales and marketing personnel, and the costs of acvenising, promotions, made shows, seminars, and other
pPrograms. Adverising costs ane expensed as incurred, Advertising expense was $1.5 billicn, $1.5 billior, and 31,6 billion in fiscal vears 2022,
2001, and 2020, respectively.

Stock-Based Compensation

Compensation cost for stock ewands, which include restricted stock units ("RSUST) and performance stock units ("FSUS7, is measured at the
fadr value on the grant date and recopnized as expense, net of estimated fofeiures, over the related service of performance petiod. The fair
value of stock awards is based on the quoted price of owr common stock on the grant dae less the present value of expected dividencs mo
received during the vesting perod. We measure the fai value of PSUS using a Monte Carlo valuation model. Compensation cost for REUS s
recagnized using the straight-line method and for PSUs is recognized wusing the accelerared method.

Compensation experse for the employee stock purchase plan ("ESPPT) is measured as the discourt the employvee is entitled 10 upon
purchase and is recognized in the period of purchase.

Income Taxes

Imcome ax expense incluces LS, and intemational income t@xes, and inerest and penalties on uncertain @y positons. Certain income and
EXPENSES afe POl feported ik retuins and Tnancial stalements in the same year. The tax offect of such emporary diferences is reponed
as defered moome axes. Deferred ax assels are reponed net of a valuaton allowance when it is more likely than not that a tax benefit will
not be realized. Al defermed income taxes are classified as long-tenm in our consolidated balance sheets.

Financial Instruments
Imwestments

We consider all highly liouid irterest-earning investments with a matwity of three months or less at the date of purchase to be cash
equivalents, The fair values of these investiments approsimate their camying values, In general, investiments with onginal maurites of greater
than three months and remaining maturites of less than one year are dassified as sho-term ivestments. Invesoments with matunities
beyond one year may be classified as shor-term based on thelr kighly Bouid nature ang because such marketable securities represent the
investment of cash that is available for current operations.
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Dt investments ane classified as avadable-for-sale and realized gains and losses ane recoroed using the specific identfication method.
Changes in fair value, excluging credit losses and impairments, ame recorded in other comprebensive income. Fair value is caloulated based
on publicly available market informaticn or ofher estimates determined by management. If the cost of an ivestment exceeds its fair value, we
evaluate, ameng olher factors, general market condions, aedil guakity of debt instrurnent ssuers, and the extert 1o which the fair value is
less than cost, To determine cedit losses, we employ a systematic methodology that considers available gquanitative and gualitative
evidence. In addiion, we consider specific adverse congitions related (o the financial health of, and business outlock fior, the investee, If we
have plans o sell the security or it is more likely than not that we will be reguired to sell the security before recovery, then a decline in fair
value below cost is recorded as an impaimment charge in oher income (expense), net and a new cost basis in the invesmment is established.
If imarked, indistry, apdiof investee condiions. delenmorate, we may incur Tuture Impairments.,

Eguity investments with reagily determirabde fair values are measured af fair value, Eguity investments without readily determinable fair
values are measured using the equity method or measured at cost with agdjustments for observable charges in price of impainments {refemed
1o as the measurement alerrative), We perfom a gualitative assessment ot a peniodic basis and recogrize an impaiment if there are
sufficient incicators that the Tair value of the investment is less than carmying value, Changes in value are recorded in other income (expense),
et

Dervatives

Dertvative instruments are recognized as either assets or liabilities and measured at fair value, The accounting for changes. in the fair value of
a dervative depends on the intended use of the cenvaiive and the resuliing gesigration.

For derivaive instruments desipnared as fair value hedges, gains and losses are recogrized in other income (expense), net with offsettng
pans ahd lbsses on the hedped Rems. Gains and losses representing hedge components excduted from the assessment of effectiveness ane
recognized in other income {expense), net.

For derivative instruments designated as cash flow hedges, pains and losses are initially reported as a component of other comprehensive
income and subsequently recognized in other income (expense), net with the comesponding hedged item, Gains and losses representing
hedpe components exduded from the assessment of effediveness are recognized in other income (expense), net.

For derivative instruments that are not designated as hedges, gains and losses from changes in fair values are pimanly recogrized in other
incoame {(experse), net.

Fair Value Measurements

We account for cenain assets and labilities at fair valwe. The hierarchy below lisis three levels of fair value based on the extert 1o which
inputs used in measuring fair value are observable in the market. We categorize each of cur fair value measurements in one of these three
levels based on the lowest level input that is significant to the fair value measurement in is entirety, These levels are;

Leve! I —inputs are based upon unagjusted ouoted prices for idertical instrurments in active markets, Our Level L investments
inchude LS, government securities, common and prefemed stock, and munsal funds, Our Level 1 derivative assets and liabiliies
indude those actively raded on exchanges,

+ Lewel 2 <~ inputs are based upon guoted rices for similar insuments in active markets, guoted pices for icentical or similar
instrumers i markets that are pot active, and model-based valuation technigues (eq. the Black-Scholes model) Tor which all
sgnificant inputs are observable in the market or can be coroborated by observable market data for substantially the full teon of
the assets o liabdities. Where applicable, these models project fulure cash flows and discount the fulure amounts (o a pesent
value using market-based observable inputs incluging interest rate curves, credit spreads, foreign exchange rates, and forward
and sp prices for curmencies. Owr Level 2 investments include commercial paper, cenificates of deposit, U.S. agency
securities, forelgn governmert bonds, monpage- and asse-backed securites, corporale notes and bonds, and municipal
securities. Ouwr Level 2 denivative assets and liabilities include certain over-the-counter fonward, option, and swap conracis.

67
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«  lewed 3 - mputs are generally unobservable and typically reflect management's estimates. of assumptions that market
participants would use in icing the asset or liability. The fair values are therefore determined wsing model-based technigues,
inchuding option peicing models. and discounted cash flow models. Our Level 3 assets and liabilities include vestments in
corporale notes and bonds, municipal securities, and goodwill and intangible assets, when they are recosded at Tair value cue o
an inpament charpe. Unobservable inputs wsed in the models are sipnificant o the fair values of the asses and liabilites,

We measure equity investrments without reacily determinable fair values on a ronrecurring basis. The fair values of these nvestments are
determined based on valuation technigues using the best information available, and may include cuoted market prices, market comparabdes,
and discounted cash flew projections.

Our other current financal assets and current financial kabilites have fair values thal apgprosamate heir camying values.

Inventonies

Irventonies are staied at averape cost, subject io the lewer of cost or net realizable value, Cost indudes maternials, labor. and manufaciueing
owverhead redated 1o the purchase and production of imventores, Net realizable value is the estmatec selling price less estmated costs of
completion, disposal, ang wansponation. We regularly review imventory guantiies on hand, future purchase commitments with our suppliers,
and the estimated wility o our irvertory, If owr review indicates a reduction in wilicy below camying value, we reduce our Imveniony 1o & new
cost bases through a charpe (o cost of revenue.

Property and Equipment

Property and eguipment is stated al cost less accumulated cepreciation, and cepreciated using the straighe-Bne method over the shomer of
the estimared useful life of the asset of the lease enm. The estimated uvseul lives of our property and eguipment are generally as follows:
computer software developed o acguired for imemal use, three 10 seven years: computer eguipment. by o four years: buildings and
improvements, five o 15 years: leasehold improvemnents, three to 20 years; and furniture and eguipment, one o 10 years. Land is nof
depreciated,

Leases

We determine if an amangement is a lease at inception. Operating leases arg included in operating lease right-of-use (ROUT assets, other
current liabilides, ard operating lease liabilies in our consolidated balarce sheets. Fnance leases are included in propeny and eouRPTTEnt,
other cument liabilties, and other long-tenm liabiites in our consolicated balance sheets.

RO assets represent our right o use an underying asset for the lease term and lease linbilities represent our obligation to make lease
payments arsing from the lease, Operating lease ROW asseis and liabiliies are recogrized al commencement date based on the present
value of lease paymerts over the lease term. As most of our leases do nod provide an implicet rate, we generally use our incremental
bomowing rate based on the estmated e of interest for collareralized bormowing over a similar temrm of the lease paymerds at
commercement date. The operating lease ROU asset also ndudes any lease payments made and excudes lease incentives. Our lease
terms may include opions to extend o terminate the lease when it is reasonably cerain that we will exercise that option. Lease expense for
lease payments is recognized on a siraight-lire basis over the lease term,

We have lease agreemens with lease and non-lease components, which are generally accounted for separately, R0 Cetain eguapment
leases, such as vehicles, we account for the lease and non-lease components as a single lease component. Additonally, for cerain
equipment leases, we apply a poitiolio approach to effectively accownt for the operating lease ROU assets and linbilities.

Goodwill
Googwill is tested for impaimment at the reporting unit level {operating segment or ore level below an operating segment) on an annuel basis

{May 1 for us) and beoween annual tests if an event ocours of circumstances change thal would more ikely than not recuce the fair value of a
reponing uril below its camying value.
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Intangible Assets

Our intangible asses ane subjed (o0 amotizaion and are amortized vsing the siraight-ine method over thedr estimated perod of benefi,
ranging from one o 20 years, We evaluate the recoverability of intangible assets periogically by taking into account events o ciroumstances
that may warrant revised estimates of useful lives o that indicate the asset may be impaired.

Recent Accounting Guidance
Accourring for income Taxes

In December 2019, the Fnandal Accounting Standards Board isswed a new stancand to simplity the accounting for income taxes. The
guidance eliminates cenain exceptions related o the approach fon inraperiod tao allocation, the methodology Tor calculating income taxes in
an intesim period, and the recogrition of defermed tax linbilities for cutside basis diferences related to dhanges in ownership of eguity method
investments and foreign subsidiagies, The guidance also simplifies aspects of accounting for franchise taxes and enacted changes in tax s
or rates and darnfies the accounting for ransactions that reswlt in a step-up in the @ basis of poodwill, We adopted the standard effective
July 1, 3021, Adoption of the stancand oid rof have a material impact on our consolidated financial stalements.

NOTE 2 — EARNINGS PER SHARE

Basic eamings per share ("EPS7) is computed based on the weighted average rumber of shares of common stock outstanding during the
period. Diluted ERS is computed based on the weighted average number of shares of common stock plus the effect of dilutive potential
common shares outstanding curing the period using the ireasury stock method. Dilutive potential common shares include outstanding stock
Opions and Slock awangs.,

The componerts of bagsic and diluted EPS were as follows:

[l milBacn s, BaclpEl s ranis per shane)

Yoar Enbed June 30, il raia Z0E0
et income aveilable for common shareholders (A) $ 72738 §  BLL 5 44281
Weighted average cutstanding shares of common stock (2) 7,496 7547 7.610
DILIEBNP effect of siock-based awmards a4 B1 73
Coommon siock ard common stock eguivalents (C) 7,540 7608 7683
Eamings Par Share

Basic (AE) -] 970 % 812 % 582
Diluted (AMC) 5 265 5 BO5 & 5,76

Anti-tilutive stock-based awards excuded from the calculations of dluied EPS were immaterial curing the periods presented.

NOTE 3 — OTHES INCOME (EXPENSE] MET
The comporerts of other income (expense), net were as follows;
[l milBiows
Wanr Enbed Juns 35, 2022 2021 2020
Interest and dividends income - 2,094 3 2131 & 2 680
Interest expense [2,063) {2,346 I::?.SQ%J
Met recognized gains on investmenis 461 1232 3

Met gains Sggg o detivatives 17 187

Net gains on foreipn currency remeasurements 54 {191)
Other, met 32) o8 (40
Total - 333 3 1.186 % T

]
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Net Recognized Gains (Losses) on Investments
et recopnized gains (losses) on debt invesiments were as follows:
[ mvilBions
Vear Eribed June 35, FoEH 221 2020
Realized gains from sales of avalable-for-sale securities s 162 % 105 % 50
Redlized losses from sales of available-for-sale securities (13B) {4d) EB;}
Impaimnents and allowance for credit losses (B1) {2) 1

Total 5 57 % B3 % {4)

Mt recognized gains (losses) on eouity invesiments were as follows:

[Ir milions)

Waar Erched June 39, 223 221 2020

et realized gains on invesiments sold s 2 3 123 & 83

Mt urrealized gams on investments soll beld 509 1067 60

Impaimmenis of investmenis {20) {11} (116)
Total 5 518 5 L1689 & 36
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Investment Componemnts
The components of investments were as follows.:
Canh
Far Valus Bty d Ureealized Unrealcad Recor dad arel Cash Ehowt 488m Eqsty
[l milliois ) Lewel Conl Bases Crans Lossas Basis Eqevalents LI
Jure 30, 222
Changes in Fair Value Reconded in Othar
#riiin bneoims
Commescial papes Leyed 2 5 2500 5 0 5 D5 250 5 2498 5 2 5 1]
Coftificales of depasil Ll 2 2,071 ] o 2,071 2,032 ] 1]
LS. govednment Securiies. Lewsl 1 78,656 23 (2,178) 77,547 9 77,538 1]
U5, agency seoutnes Lewel 2 419 ] 9 410 1] 410 1]
Foreign govemment bonds Lewel 2 506 [1] (24) 482 (1] Ag2 1]
Mongage- and asset-backed
SeCUrities Leyel 2 T 1 [30) 638 ] GEE [1]
Cofporpe mles and bonss Lewnd 2 11661 4 (554) 1111 1] 11,111 1]
Cofpotate mes and bonds Lisved 3 &7 a o &7 ] &7 a
Municipal securlies Level 2 368 13 (13) 374 0 374 1}
Muragipal Secumies Liewed 3 103 li] (&) ar 1] ar 1]
Total dett mestiments § 88118 5 53 § (2B14) & 95357 5 4539 £ 90818 5 1]
Changes in Far Value Recomded in Med
I s
Equity imestiments Level 1 5 1590 5 1134 % 0 % 456
Eguity immestments Cither 5,435 o o 5435
Total equity mestments § 8025 5 1134 % 0 5 G831
Cash & 8258 & B3I & L a
Derivatives, ned () B o B [1]
Total § 111848 5 139831 5 90,826 5 6891
i
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Cash
Far Valus Adjusied Lnesalieed Kb madizeel Reccrded anel Causth Shan-mom Eipsity
[ milBioma) Lavel Cosi Basis [T Loasen Baars En T TRIES [T [’ il
Jure 30, #aEl
Changes in Fair
Walue Recorded
in Cher
Comprahensive
vt coirien
Commercial
paper Lewvel 2 £ 4318 5 o 5 ] £ 4318 5 1331 £ 2885 5 1]
Certificates of
IR posit Lol 2 2615 o ] EAT L 2,920 685 4]
U.5. government
secunities Levell 00,664 3B32 (111} 4,365 L1500 42,685 o
U5, agency
SRCunilies Lewel 2 8T 2 0 BIE 4] BO% 4]
Foreign
GOAETNMETT
bonds Level 2 6213 ] (2} 6,230 25 5,005 i}
Mongage- and
assel-backed
SeCuniles Lewvel 2 2443 22 (&1 2ARE 4] 3458 o
Cofporaie noes
and bonds Level 2 B,443 248 )] 8,653 Q £,683 1]
Corpodate noles
and bonds Level 3 &3 o i B3 [4] 63 [i]
M racipal
SeCuntes Level 2 208 63 1] ETL [4] 7l 4]
Marazipal
SeECutities Level 3 a5 o (T} £ o BA o
Tolal debt
ImoiSEmEnLS £ 117966 £ 417 5 {135} £ 122008 5 5ATE £ 116022 3 i}
Changes in Fair
Vilue Recomisd
i Ne Ineoms
Exjuity
ESLEnES Level 1 £ 1582 5 478 5 o 5 BOE
Enuity
imestments Caher 5.3T8 i] i) 5,478
Todal eguity
MY ESEmEnts 5 606D 5 476 5 1] 5 5064
Cash £ ranz 5 1272 5 i 5 i}
Defhvatives, netd
() T8 1) T8 o
Total £ 135.E18 ] 14,324 = 1161100 £ 5,084

(a)  Refer o Nowe 5 - Dervanives for further information on the fair value of our denivalive instinemens,

Eguity irvesiments presented as *Other” in the tables above include imvestmenis without readily determinable fair values measured using the
equity method of measured at cost with adjustments for observable changes in price or impairments, and investments measwered at fair value
using net asset value as a acticel expedient which are not categorized in the fair value hierarchy. As of Jure 349, 2022 and 2021, equity
invesiments without readily determinald e fair values measwred at cost with adjustments for chsenable charges in price or iImpaiiments were
$3.8 billicn and 33.3 billion, respectively.

Unrealized Losses on Debt Investments

Db investments with continuows unrealized losses for less than 12 morihs and 12 moniks o greater and their related fair values were as
fodlowwes:

Lasa than 12 Menihs 12 Wonths of Creater e
Unrealized Ursreafized Tatal Unrln.rll.lutd-

[ iriBiaay Fast Vil Lomasa Fair Wadus Lomans o Valus Loasna

Jure 30, 2022

.S, povernment and agency securities § 02 5 (1 & 2,210 L £ 681,302 & (21

Foreign govemnmment bonds 418 1 27 {Er 445

Moripage- and asset-backed securities 510 41 4 551

Coporate noes and bonds 9,443 (47 TBG { 10,229 5

Municipal securities 178 {1 74 252 {
Toal % 69841 5  (2368) & 3,138 ] (448) 5 72,779 ] {2,814)

72
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Lass than 12 Morahs 12 Monthes ar Graater
Ui mad iz el Unirsale s Tl I.I‘nr—]l::
s milions} Fair Valug Losses Fair Valug Losses Fair Walus Losses
Jure 30, 2021
U5, povemniment and agency securiies $ 5204 L {1.1_1.; & 0 & ] & 5254 3 {111
Foreinn povermment bonds 3.l48 1 & (1) 3,153 f.
Mortpage- and asset-backed securities 1211 87 1.208
Corporate nides and bonds LETE 34 1 1,712
Municipal securities 58 1 4] 54
Total $ 11388 % (132) % 127 5 () S 11516 S (135)

Urrealized losses from fixed-income securities are primasilty atributable o charges in interest rates. Management does not believe any
remaining unrealized losses represent impaimments based on ow evaluation of availabie evidence.

Debt Investment Maturities

Adgusand Estanacei
[ il Cost Basas Fair Vaus
Juires 30, 222
Due in one year of kess -] 26480 S 26,470
Due after one year through five years 52,006 50,748
Due after five years through 10 years 18,274 15,880
Due after 10 years 1,358 1,259
Total 2 98,118 5 95,357
NOTES — DERIVATIVES

We use dervative instnuments o marage risks related (o foreign cumencies, inerest rafes, equity prices, and oredit; (o enhance investment
refums; and to facilitaie porifolio diversification. Our objectives for holding dervatives incdude reducing, eliminating, and eflicdently maraging
the economic impact of these exposures as effectively as possible. Ouwr derivative programs include sirategies that both qualify and do mot
gualify for hedpe aocounting Teatment.

Foreign Currencies

Certain forecasied ransactions, assels, and liabiliies are exposed 1o foreign cumency risk, We monitor our foreign cumency exposures daily
(o maximize the economic efediveness of our foreign currency hedge positions.

Foreign currency nisks related 1o certain non-U_5. dollar-derominated invesiments ane hedged using foreign exchange forward corracts thar
are designated as fair value hedging instruments. Foreign cumency risks related to certain Evro-denominated deiit are hedged using foreign
exchange forvard conracts that are desigrated as eash flow hedging insiruments.

Ceran options and forwards not designaled as hegging instruments are also used i manage the varability in foreign exchange rates on
ceftain balanoe sheet amounis and o manage other fofelgn cumency exposunes.

Intérest Rate

Interest rate risks related to cenain fived-rate debt are bedged using interest rate swaps that are designated as fair value hedging instruments
to effectively convert the fixed interest rates to loating interest rates,

T3

176/208



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

kemE

Securities held in our fivec-income potfolio are subject o citferent interest rade risks based on thelr maiumies. We manage the average
matLrity of our fixed-income portfolio to achieve economic returns that corelate (o cenain broad-based fixed-income ingices using exchange-
traded opion and fulures confracts and over-the-counter swap and oplion contracts, These conracts are not designated as hedging
instiaments and afe ineluded in "Ciher corracts” in the tables below

Eguity

Securities held in our eguity investments portfolio are sulject o market price risk. AL times, we may hold optons, fulunes, and swap conracs.
These conrads are ot designated as hedging insruments and are incuded in “Other contracts™ in the ables below.

Credit

Our fixed-income portfolio s diversified and consists primarily of investment-grade securities. We use credit default swap contracts o
manage credit exposures relative to broad-based indices ard to facilitate portfolio diversification, These contracts are Nt designated as
hedging instruments and are included in "Other conracts” in the abies below,

Credit-Risk-Related Contingent Features

Certain of our counterparty agreements for derivative instuments contain provisions that reguire our issued and outstanding long-tenm
unsecured debt to maintain an imvestment grade credit rating and require ws o maintain minimum liguidity of $20 bilbon. To the extent we fail
to meet these reguiremnents, we will be reguired to post collateral, samilar to the standard convention related 0 over-the-counter derivatives.
As of June 30, 2022, cur bong-term unsecured debd raiing was AAA, and cash invesimeris were in excess of 1.0 billion. As a resuli, no
collateral was required to be posted.

The follewing table presents the notional amounts of ow cutstanding defivative instfuments measured in US. dollar eguivabents:

Juee 33, June 3,
[ ilBioa) 2022 2021
Drasignated as Medging sumenis
Foreign exchange contracts purchased 5 635 5 635
Foreign exchange contracts solo o 6081
Irterest rate contracts purchased 1,139 1.247
Not Desgraded as Hecging Instaenernts
Foreign exchange contracis purchased 10,322 14223
Foreign exchange conracts sold 21,606 23,391
Other contracts purchased 2,773 2456
Other coniracis solc 544 763

e
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Fair Values of Derivative Instruments
The following table presents our derivaiive instruments:
Darivative Derivative Derivative Derivative
{1 miilBona) FresT Liakilities Anasts Lisbilitiss
June 23, June 3,
2022 2821
Designated as Hedgirg s iumen s
Foreign exchange contracts -4 o s 7N 5 76 3 {8)
Irerest rale Conracts 3 ] a0 a
Mot Desgraed an Hedgeng Inagnensris
Foreign exchanpe coniracts 333 (362) 227 {291)
Other contracts 20 (112) 56 {36)
Gross amounts of derivatives 356 (551) 399 (335)
Gross amounis of derivatives offsed in the balance sheet {130) 133 {141) 142
Cash collateral received o (75) 1] (42)
Met amourt s of derivatives 5 226 5 (493) 5 258 % {235)
Reported at
Shaort-term invesiments L 8 s 0 % i 1]
Other cLIment assels 218 ] 137 0
Other long-tenn assets [1] 1} 43 L]
Crther cument liabilities o m o {iB?
Other long-term liabilities a o {53
Total % 28 3 (493) 258 3 {235)

Gross dervalive assets and labiliies subject o legally enforceable master netting agreements for which we have elected 1o offsel were 3343
million and 2550 million. respeciively, as of June 30, 2022, and $395 million ard 335 million, respeciively, as of June 30, 2021,

The following table presents the fair value of our derivatives insiuments on a gross basis:

[l millions) Level 1 Lewel 2 Level 3 Total

Jure 30, HEE

Derivative assets s 1 5 349 5 8 % 356

Derivative Eabilities o (551) 0 (551)
Juire 30, Fx2]

Derivative assels 0 306G 3 398

Derivative Eabilities 0 {335) 0 {335)

™
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Zains (losses) on derivalive instruments recegnized in other income {expense), net were as follows:

[Ir milions)
Ve Endeel Jurs 39, b ] a1 2029
Dresignang wel as Fair Vakis Hackying nstniensnia
Foreign exchange contracis
Derivatives 3 49 5 193 5 1
Hedped items (50) {188) 3
Excluded from effectiveness assessment 4 30 139
Interest rate coniracts
Do rivv At -5 (92) {37} 83
Hedged iiems 108 53 {83)
Designated as Cash Flow Hedping Instnsments
Foreign exchange coniracts
Amount reclassified from  accumulated  other  comprehensive
income (79} i7 ]
Mt Dasafiiid il 68 Hiagunig Inaninanis
Foreign exchange coniracts 383 27 {123)
Other ceniracts (72) 9 50

Gains (losses), net of tax, on dervative nsiuments recognized i our consolidated comprebensive income statements were as follows:

I sl
Wear Erded June 33, o0 2021 2020
Desigratad as Cash Flow Hadgeng Instnemarnts
Fonsgn exchange coniracls
Incluced in effectiveress assessiment % 57 = 34 % {38)
NOTE 6 — INVENTORIES
The comporerts of mvenioies were as follows:
(i milBions)
Jure 30, 2022 2021
R materials 5 1144 5 1.180
Work in process BZ ki)
Finished goods 2,516 1367
Total ] 3742 % 2,636

B
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NOTE 7 — PROPERTY AND EQUIPMENT
The comporentis of propeny and eguipment were as follows:

[Ir milions)
Jure 30, 0z 2021
Lang 5 4,734 & 3660
BL.iui'lgs ang improvements 55,014 43.928
easehold improvements 7,815 6884
muer eguipment and sofware 60,631 21.250
e and equipment 5,860 5,344
Total, ai cosi 134,058 111.066
Accumulated depreciation (59,660) (51.351)
Total, net § 74398 3 58715

During fiscal years 2022, 2021, and 2020, gepreciation expense was $12.6 billion, $2.3 bilion, and $10.7 bilion, respectively. We have
commitied 8.5 billion, primarily related © datacenters, for the construction of new buildings, building improvements, and leasehold
impiovenents as of June 30, 2022,

NOTE 8 — BUSINESS COMBINATIONS
Nuance Communications, Inc.

On March 4, 2022, we completed our acouisition of Nuarce Communications, Inc. (“Nuance™) for a tal purchase pice of 3188 billion,
consisting primagily of cash. Nuance is 8 clovd and artificial inteligence (A7) software provider with healthcare and enterprise Al experience,
and the acouisition will build on our industry-specific dowd offerings, The finarcial resulis of Nuance have been induded in our consolidated
financial statements since the date of the acquisiton, Nuance is repored as par of our Intelligent Cloud segment,

The purchase price allocation as of the date of acquisition was based on a prelminanry valuation and is subject © revision as more cetaled
analyses are completed ard adoibonal information abwout the fair value of assers acouired and habilities assumed becomes available.

The major classes of assets and liabdities o which we have preliminanly allocated the purchase mice were as follows:

(I milBions)

Gooewill (a) 5 16,306
Irtargible assets 4,365
Other asses 59
other liabilities (k) {1.871)
Total L4 18.761

(6) Goodwd was assigned o ow Infefigent Cloud segment and was primardy artribaied o increased synergies thar are expected (o be
achieved from the indegration of Meance. None of the goodwill is expecied ip be deductible for income tax purposes.

() Includes 5356 milion of comvenible senior notes isswed By Nuance in 2015 ard 2017, of which 3985 milion was redesmed prioe o
June 30, 2022, The remaining 51 milion of notes are redeemalbie through thedr respeciive manity dates and ane included in other
ciurren dabifies on ow consolidared balance sheers as of June 30, 2022

)
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Following are the details of the purchase price allocated o the inangible asses acguired:

Waighaed
[Irs milliors, #rcep average (d) Bmanant Awsrans Lits
Customer-related 5 2610 O years
Technology-based 1,540 5 years
Marketing-related 215 £ years
Total - 4 365 ¥ years

ZeniMax Media Inc.

On March @, 2021, we completed owr acguisition of ZeniMax Media Inc. ("ZeniMax’), the parent company of Bethesdn Softworks LLC
{“Bethesda’), for a total purchase price of 8.1 billion, consisting primarily of cash. The purchase price included 3766 million of cash and cash
equivalents acguired. Bethesda is one of the largest, piivately held pame developers and publishers in the world, and brings a broad portfiolio
of games, wechrology, and talent 1o Xbos. The financial resulls of ZeniMas have been included in our consolicated financal SaleMEents snce
the date of the acguisition. ZeniMax is reported as part of our More Personal Computing sepmernt.

The allocation of the purchase price to goodwall was completed as of December 31, 2021, The majpor classes of assets and liabilities to which
we have allocated the purchase price were as follows:

[lr milBions)

Cash and cash eguivalenis. 5 V6

Goocwil 5510

Intangible assets 1,068

Other assels 121

Other liabilines {244)
Total 5 8,121

Goodwill was assigned o our More Personal Computing segment. The goodwill was primarily atibuted o increased synergies that are
expected o be achieved from the integration of ZeniMax. None of the goodwill is expected o be deductible for income tax purposes.

Following are detals of the puichase price allocated 1o he intanpible asses acouined:

Waighied
[ millions, Rxckpt avarage lif) Amouril Aormrage Lifs
Technology-based s 1341 4 years
Marketing-related 627 11 years
Tedtal 2 1068 6 years

Activision Blizzard, Inc.

On January 18, 2022, we entered into a definitive agreement 1o acouine Activision Blizzand, Inc, (“Activision Blizzard”) for 95,00 per share in
an all-cash transacton valued at S68.7 billion, inclusive of Acthision Blizzard's net cash. Activision Blzzard is a leaded in game developiment
and an ireractive entertainment contert publisher. The acguisition will accelerate the grovab in owr gaming business across mobde, PC,
console, and doud and will provide building blocks for the metaverse. The acguisition has been approved by Activision Blizzands
shareholders, and we expect it o close in fiscal year 2023, subject to the satisfaction of certain regulatory approvals and other customary
chosing concitions.
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MOTES — COODWILL
Changes in the carrying amount of goocwill were as follows:
Jure 30, June 3, Jure 30,

i milBions) oo Aequisitions Oaher e Aompsisiions ahae gz
Productivity and Business

Processes 24,180 § 0 3 127 8§ 2417 3 599 § {105) S 24811
Irtelligent Cloud 12697 505 54 13,256 16,879} 47 (b} 30,182
More Personal Comgputing G464 5.556{x) 118{a) 12,138 648 (255) 12,531

Total 5 43351 % 6061 & 200 % 48,711 3 18,126 5 (313) & 67,524
(@)  Incirdes goodwd! of 55.5 hition relaed o ZeniMax. See Nowe 8 — Business Comibinations for finmher information.

]

The measurement perods for the valuation of assets acguired and Babilites assumed end as soon as information on the facs and
cicumstances thai exisied as of the acguisition dates becomes available, bui co not exceed 12 months. Adjusiments in purchase price
allocatons may reguire a change in the amounts allocated 1o goodwall cuning the pericds in which the adjusiments are determined.

Inclides goodwdll of 516.3 biflor redated o Nuarce. See Note B - Business Comdinalions for further informarion.

Ay change in the goodwall amownts fesuling from fareign currency translatons and purchase accounting adjusiments afe presented as
“ther” in the talle above. Also induded in “Ciher” are business disposiions and transfers between segments due (o reorganizatons, as
applicable,

Goodwill Impairment

We test goocwill for impairment annually on May 1 at the reporting unit level, pimarily using a discounted cash flow methodology with a peer-
based, rsk-adjusted 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,

Mo instances of impairment were identified in our May 1, 2022, May 1, 2021, or May 1. 2020 tests. As of June 30, 2022 and 2021,
accumulared googwill impairment was 5113 billion .

The components of intangible assets, all of which are finite-dived, were as follows:

Caaes Croas

Carying Accwuridaed M#1 Cannping Carying Becusmslame He Carmyineg
[ miilions) Amourg Ao ation Amount Bmvortization Amourd
Jure 30, b fH
Technology-based S 1,277 % -4 4319 % oy 3 Er.mr} L 2772
Custoner-related 7,342 3171 4171 4,958 2,859 2,080
Marketing-related 4,942 2,793 4,792 (1.B7E) 2914
Contract-based 16 N 9 446 (431) 15
Total H 235770 S (12,279) S 11,298 % la.a7sey  (12,195) $ 7,800

(a) Incluvdes ntangible assers of S4.4 bilion related o Nuance, See Nole B - Business Combinations for further information.

() Inciudes intangitde assets of $2.6 bilion refated o ZeniMax, See Nole 8 - Business Combinations for furtfer information,

Mo matesial Enpaimments of intangible asseis were idertified during fiscal years 2022, 2021, or 2020, We estimate that we have no significant
residual value related (o our ntangible assets,
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The components of intangible assets acquired during the penocs presented were as follows:

Wisighted Weighted
[ mvilBiovs ) Amourd hlll.ul Lif# Amourd .'.\'!FIQ! Life
Yoar Enibed Jame 30, ;22 Faird
Technology-based g 2,611 4 years £ 1628 4 years
Customer-related 2,837 9 years £ 4 YEArs
Marketing-related 233 4 years 625 6 years
Contraci-based ] 0 years 10 3 years
Total g 5,681 7years 3 2,358 5 years

Intangible assets amortization expense was £2.0 billion, $1.6 hilion, and £1.6 billion for fiscal years 2022, 2021, and 2020, respectively,
The following table outines the estimated fullre amoization expense related  intanpible assets beld as of June 30, 2022

[lr milions)

Year Ending June 30,

2023 5 2,654

2024 2,385

2025 1,631

2026 1,227

2027 BOS9

Thereafter 2,582
Total -3 11,298
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NOTE 11 — DEBT
The comporents of debt were as follows:
Batrilies Stnied Inisrems [Effecive® Indereai Jume 33, Jume 33,
(1 il B aniine s by ealandar yaad [eatencdar yhir) Rt Reaté 2022 2021
2009 issuance of $3.8 billion (a) 2039 5.20% 5.24% 520 3 520
2000 issuance of 24.8 billion {a) 2040 4.50% 4.57% 486 486
2011 issuance of $2.3 billion (a) 2041 5.30% 5.36% 718 Ti8
2012 issuance of $2.3 billion {a) 2022 - 2042 2.13% -3.50% 2.24%-3.57%% 1204 1,204
2013 issuance of $5.2 billion {a) 2023 - 2043 2.38% -4.88% 247 - 4.92% 2,814 2814
2003 issuance of €4.1 billion 2028 -2033 2.63% =3.13% Z2.69% = 3. 22%: Z,404 4 803
2015 issuance of 523.8 billlon (a) 2022 - 2055 2.65% -4.75% 2.72% - 4.TE% 10,805 13,305
2016 issuance of 198 billion (a) 2023 - 2056 2.00% -3.95% 2.10% - 4.03% 9,430 12,180
2017 issuance of $17.0 billion (a) 2024 - 2057 2.88% -4.50% 3.04% - 4.53%: 8,945 10,685
2020 issuance of $10.0 billion (a) 2050 - 2060 2.53% - 2 68% 2.53% - 2.68% 10,000 10,300
2021 issuance of $8.2 billion {a) 2052 - 2062 2.92% -3.04% 2.92% - 3.04% B85 8,185
Total face value 55,511 63,910
Unamonized discount and issuance cosis (471) {511)
Hedge fair value agjustments (&) (&6, 46
Premium on dett exchange (a) {5.203)
Total cebt 49,781 58,146
Current portion of long-term debi (2.745) {B.072)
Long-term cebi s 47,032 % 50,074

(a) In March 2021 ard June 2020, we exchanged a portion of our exsiing debr ar a premium for cash and rew dabn with longer manrities,
The premsums are amortized over the terms of the mew debr.

() Referio Note 5 - Dervatives for further information on the interest rate swaps redated 10 fixedrane dabr,

As of June 30, 2022 ard 2021, the estimated fair value of bong-term deba, incluging the cument porion. was 25009 billion and £70.0 billion,
respectively, The estimated fair values are based on Level 2 inputs.

Bebt in the table above is comprised of senior unsecured obligatiors and ranks egually with cur other cutstanding obligations. Interest is paid
semi-annually, except for the Eurc-denominated debt, which is paid annually. Cash paid for interest on our cebd for fiscal years 2022, 2021,
and 2020 was 1.9 billion, $2.0 billion, and $2.4 bilion, respectivehy.

The following table outlines matunties of our long-tenn del, including the cument porion, as of Jure 30, 2022:

[l milBana)

Year Ending June 30,

2023 5 2,750
2024 5,250
2025 2,250
2026 3,000
2027 8,000
Theneatier 34,761

Total b 55,511

Bl
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NOTE 12 — INCOME TAXES
Provision for Income Taxes
The components of the provision Tor income axes were as follows:
i il s}
YWaar Ended June 30, Fickt] Z0DE] 202D
Currérd Tauoes
.5, federal E3 8328 3 3.285 % 3537
U5, srate and local 1,679 1.279 763
Foreign 6,672 5467 4444
Currert taces 5 16,680 = Do8l % B. 744
Dedemed Taxes
1.5, federal - EBH 5 25 % 58
1.5, state and local 062 {204 {Si
Foreign 175 29 (41
Deferred taxes 3 {5702) = (150) & 11
Provision for income taxes 5 10978 3= 983l = B.755

.5, and foreign components of income before mcome taxes were as follows:

[l millions)

Vs Ended June 39, 1832 W 020

us. 3 47,837 = 34872 5 24116

Foreign 35879 36,130 28920
Income before income taxes 8 83,716 = 71102 & 53036

Effective Tax Rate

The #ems accounting for the difference between income taxes computed an the U5, federal stabutory rate and our effective rate were as
fodlows:

Year Ended June 33, 2022 2021 03

Federal stautony rate ZLO0% 21.7e 21.0%%

Etfect of:
Foreign eamings taxed a lever raies Ho {2 (3.
Impac of intangible p Ty wansfers E%% ?8:: ?g:
Foreipn-terived intangible income ceduction )% (L.3)% (1.1)%
Stare mcome [axes, net of federal benefit 1.4% 1.4% 1.3%
Research and development credit {0.9)% {085 (113
Excess tax benefits relating 1o stock-based compensation {1.9)%: [£.4)%% (2.2)%
Interest, net 0.5% 0.5% 1.0%
Other reconciling items., net {0.7)% (LB} 1.3%

Effective rame 13.1% 13.6% 16.5%

Ifn the fiist guaner of fiscal year 2022, we ransfefred cetain intangible propertes fiom o Pueno Rico subsidiary 1o the WS, The ransfer of
intangibde properties resulted n a $3.3 billbon ret income tax beneft in the first guaner of fiscal year 2022, as the value of future LS. ax
deductions exceeds the cument tax liability from the U5, global intangible low-taxed income ("GIUTIT) tax.

185/208



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

We have historically paid India withholding taxes on software sales throwph distributor withholding ard tax audit assessments in Ingia. In
March 2021, the Irdia Supreme Count uled favorably in the case of Engineering Analysis Centre of Excellence Private Limited vs The
Commissioner of Income Tax for companies in 86 separate appeals. some dating back o 2002, holding that software sales are not subjeci to
Irdia withbolding mxes. Alihowph we were nod a party 1o the appeals, our software sales in India were deermined (0 be not subjed o
wilhbobding taxes. Therefore, we recorded a net income @y beneft of S620 millicn in the third guaner of fiscal year 202 1 1o reflect the resulis
of the Ingia Supreme Coun decision impacting fiscal year 1996 through fiscal year 2016,

The decrease from ihe fegderal statutory rate in fiscal year 2022 is primarily due to the net income tax benefit relaied to the ransfer of
intangible propedies, eamings @xed at lower rates in foreign junscictons resulting from produdng and distibuting our products and services
through our foreign regioral operations certer in refard, and tax benefits relating (0 @ock-based compensation. The decrease rom the
federal stafutory rate in fiscal year 2021 is primarly due 1o eamings taxed at fower rates in foreign jurisdictions resuliing from producing and
cistributing our products and senvices through our foreign regional operations centers in reland and Puero Rico, tax benefils refating o
siock-based compensation. and tax berefiis from the India Supreme Count decision on withholding taxes. The gecrease from the federal
statutory rate in fiscal year 2020 is pimanly cue 0 eamings taxed at lower rales in foreign junsdictions resulting from producing and
gistributivg our products ard serices through our foreign regional operations centers. in Ineland and Pueno Rico, and thx benefds relating o
stock-based compensation. In fiscal years 2022, 2021, and 2020, our foreign regional operating centers in Ireland and Pueno Rico, which are
tacoed Al rates lower than the U.S. rate, generated 71%, 82%, and 86% of our foreign income before tax, Other reconciling items, met consisis.
primarily of tax crediis and GILTI tax. and in fiscal year 2021, includes tax benefiis from the India Supreme Court gecision on with holding
taces. i fiscal years 2022, 2021, and 2020, there were no individually significant oher reconciling mems.

The decrease in our eMective tax rate Tof fiscal year 2022 compared 1o fiscal year 2001 vwas pramanly due o a 53.3 billion fet come tax
benedit in the first guaner of fiscal year 2022 related 1o the transfer of intangible properties, offset in part by changes in the mix of ow income
before intome axes between the 1.5, and foreign countries, as well as tax berefits in the prior year from the Ingia Supreme Cownt decision
on withholding taxes, an agreement beoween the U5, and India tax authodities related o wansfer pricing, and final Tax Cuts and Jobs Act
{"TCIAT) regulations. The decrease in our effective tax rate for Tiscal vear 20¢1 compared (0 fiscal year 2000 was primarily due (o tax benefits
fromn the India Supreme Couit decigion on withbolding tixes, an agieement between the US. and india tax authonies elated (o transher
pricing, final TCIA regulations, and an increase in tax benefits relating 1o stock-based compensation.

&3
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The components of the defermned income (ax assets and labilites were as follows:

[im milbiona)
Jure 30, mzz 2001
Defemed Income Tax Asseis
Stock-based compensation expense 8 601 = 502
Accruals, reserves, and other expenses 2,874 2.960
Loss and credit carnyforwands 1,548 1080
AITHOIT 28 o 10,656 £ 346
Leasing liabilites 4,557 4 060
Uneames revenue 2,876 2659
Other 451 319
Deferred inCome Lix asses 23,571 17 936
Less valuation allowance {1,012) {769)
Deferred income tax assets, net of valuaton allowance g 22553 = 17167V
Demdwriedd I oomi Too L asdiilating
Bookitax basis differences in investiments and cebi 3 {174) = {2.381)
Leasing Assels 4,291 EE.B:M
eciation Bﬂli 1,01
Defemed tax on foreign camings 104 (2815
Other {103) (144}
Deferred income tax liabiiies -3 (9,274) & (10.1B4)
Met deferred income 1ax assels 3 13,285 = 5983
Reponed As
Other long-tetm assets 3 13,515 = 7.181
Long-term deferred income tax linbilies (230) {198)
MNet deferred income tax assels 5 13,285 % 6983

Deferred income tax balances refllect the effects of temporary differences benseen the camying amounts of assets and labiliies and their tax
bases ard are siaied at enacied (ax rates expected to be in effect when the iaes are paid or recovered,

As of June 30, 2022, we had federal, state, and foreign nel operating loss camyforwards of S318 million. 1.3 bilion, and 2.1 billion,
respectively. The federal and state pet operating loss camyfonaaics will expire in vasious years from fiscal 2023 through 2042 1 not wiilized.
The majority of our foreign net operating koss carnyforwands do not expire. Certain acouined net operating loss camyforwands are subjedt (o an
annual limitation but are expected (0 be realized with the exception of those which have a valuation allowance, As of June 30, 2023, we had
$1.3 billicn federal capital loss camyforwards for U5, tax purposes from our acguisition of Nuance, The federal capital boss carnyforwasds are
subject to an arnual imitaton and will expire in vanous years from fiscal 20@23 through 2025,

The valuation allowarce disclosed in the able above relaes o the foreign el operadng loss canylorwards, federal capital loss
carmylonwarss, and other net deferred tax assets thal may not be realized.

Ircome taxes paid, net of refunds, were $16.0 bilkon, $13.4 billion, and $12.5 bilon in fiscal years 2022, 2021, and 2020, respectively.
Uncertain Tax Positions

Gross unrecognized tax benefits related to uncerain tmx positons as of June 30, 2022, 2021, and 2020, were $15.6 billion, $14.6 billion, ard
$13.8 billion, respectively, which weie piimarnly included in long-term income taxes inouf consolidated balance sheets. If recopgrized, the

resuling tax benefit would affect our effective o rates for fiscal years 2022, 2021, and 2020 by $13.3 hllion, $12.5 billion, and $12.1 billion,
respectively,
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As of June 30, 2022, 2021, and 2020, we had accrued imenest expense reated 10 uncenain tax positons of 54,3 billion. 243 bllion, and $4.0
billion, respectively, net of income tax benefies. The provision for income taxes for fiscal years 2022, 2025, and 2020 included interest
expense related o uncertam tax positions of 36 millicn, 5274 million. and 5579 million, respectively, net of income @x benefis,

The aggregate charges in the gross unrecognized ax benefiis related to uncenain tax posiions were as follows:

[ milSica)

Year Ended Jurve 33, 022 mz1 2020

Beginning unrecognized tax benefits $ 14550 § 13792 § 13,145
Decreases refated (0o senlements {317) (195) {31)
Increases fon i positions related o the cument year 1,145 790 647

Increases for t@x posiions related w prior years 461 461 366
Decreases for (ax ions related o prior years (2456) {29 {331}
Decreases due (o o statutes. of Emitations 1] {1 (5]

Ending unrecogrized tax benefits § 15553 $§ 14550 § 13,792

We seflled a portion of the Inemal Revenwe Service (TIRS™) audit for tax years 2004 1o 2006 in fiscal year 2011, In Fetvuary 2012, the 1IRS
wilherew its 2011 Revenue Apents Report related 1o unnesolved issues fof thx years 2004 10 2006 and reopened the audit phase of the
exAmination, We also sefthed a potion of the IRS audit for tax years 2007 to 2009 in fiscal vear 2016, and a pomion of the IRS audil for tax
years 2010 to 2013 in fiscal year 2018, In the second guarter of fiscal year 2021, we setffed an additional portion of the IRS audits for tax
years 2004 wo 2013 and made a payment of $1.7 billion, including tax and interest, We remain under audit for tax years 2004 1o 2017,

As of June 30, 2023, the primary unresolved issues for the IRS avdis relate o ransfer prcing, which could have a material impact in our
consolidated financal starements when the maners are resclved. We believe our allowances for income tax contingencies are adeguate. We
hewve not received a proposed assessment for the urresolved key ransfer pricing issves and co not expect a final resclution o these issues
in the next 12 montts, Based on the information cumently available, we do not anticipate & significant inCrease of cedrease 1o O tax
contingendes for these issues within the next 12 months.

We are subject o income ax in many jurisdictions outside the U.S. Our operations in cenain junsdictions remain subject 1© examination fo
i years 1996 w0 2021, some of which are cumently under audin by local tax authorties. The resolution of each of these audis is not
expected o be material o our consolicated financial statements.

Unearmed revenue by segrment was as follows:

[l eilBana

Jure 38, 20 =2l

Productivity and Business Processes 5 24558 % 22120

Irtellagent Cloud 19,371 17.710

More Personal Computing 4,479 4311
Total 5 48,408 5 44,141

Changes in uneamed revenue were as follows:

[Im milBions)

Wear Ersted Jun 30, 3052

Balance, beginring of period 5 44,141
Deferral of revenue 110,455
Recopnition of unearned revenue {106,1B8)

Balance, end of period 5 48,408

85
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Revenue allocated o remaining perfiomarce oblipations, which includes uneamed revenue and amounis that will be invoiced and
recopnized as revenue in fuure pericds, was $193 billion as of June 30, 2022, of which 2189 bilkon is redlated o the commercial podtion of
revenue, We expect o recognize approximately 5% of this revenue over the rext 12 months and the remainder thereafier.

We have operating and finance leases fof datacerters, comporate offices, research and development fadlities, Microsolt Experence Centers,
and cenain equipment, Our leases have remaining lease terms of 1 vear to 19 years, some of which include options to extend the leases for
upto 5 years, and some of which include options 1o termirate the leases within 1 year.

The components of lease expense were as follows:

[ mulBioma)
Year Entied Jure 10, 22 221 2020
Operating lease cost § 2461 5 2127 § 2043
Finance lease cost:
Amortization of right-of-use assels s 980 5 821 % 611
Irterest on lease liabilines 429 3BE 336
Total finance lease cost 5 1408 F 1307 § 047

Supplemental cash flow information related o leases was as follows:

[im malbions)
Year Ervfed June 39, =22 FL 2020
Cash pabd for amounts induded in the measuiement of lease liabilites:
Operating cash ows from operating leases $ 2368 3 2052 % 1.829
Operating cash lows from finance leases 429 3BE 336
Financing cash flows from finance leases 896 648 400
Right-of-use assets ohipined in exchange for lease oblipations:
Opperating leases 5 268 4,380 3677
Finance leases 4,234 3,280 3467
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Supplemental balance sheet information related o leases was as follows:

(I mvillinnn, hxesp laade e anel discoul )

Jure 30, 2022 iH
Oiperaiing Leases
Operating lease right-of-use assets & 13148 & 11088
Other cument liabilities 5 2,228 % 1.962
Operating lease Rabilives 11,489 8629
Total operating lease habdlities g 1317 5 11581
Firsuncs Laasss
Property and equipment, ol cost [ 17,388 S 14107
Accumulaied de precianion {3,285) (& 3G
Property and equipment, net 3 143103 3 11801
Other cumment liabiliies -] 1,060 = 791
Other long-temn liabilites 13,842 11,750
Total finance lease liahiliies -] 14902 = 12541
Weighted Average Femasning Leass Term
l::p-eraﬂnP leases 8 years 8 years
Finance leases 12 years 12 years
Weighded Avsiiis Deacourd Rals
Operating leases 2.1%: 2.2%
Finance leases 3.1% 3.4%

The following table outlines matunties of our lease Babilites as of June 30, 2022:

[l milBanal

Operating Finance
Leases

Yaar Endig June 36, Leazes
2023 g 2456 S 1477
2024 2,278 1,487
2025 1,985 1,801
2026 1,625 1,463
2027 1328 1,489
Thereafier 5332 9,031

Total lease payments 15,004 17,668
Less imputed nterest (1,287) {2,7686)

Total § 13717 § 14902

As of June 30, 2022, we have additional operating and finance leases, primarity for datacenters, that bave not yet commenced of $7.2 billion

and 58,8 bilion, respectivety. These operating and finance leases will commence between fiscal year 2023 and fiscal year 2028 with lease
teins of 1 vead 1o 18 years.

By
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NOTE 15— CONTINGENCIES
Antitrust Litigation and Claims
China State Administration for Market Regulation lmestigation

In 2014, Microsoft was informed that China's State Agency for Market Regulation ("SAMRT) (formerly State Adminisiration for Indusiry ang
Commerce) had begun a formal investigation relading to China’s Anti-Monopoly Law, and the SAMR conducted onsite inspections of Microsoft
offices in Bejjing, Shanghai, Guargzhow, anc Chengdu. In 2019, the SANME presented preliminary views as to ceriain possible violations of
China's Anti-Monopaly Lasy,

Product-Related Litigation
U.5. Cell Phone Litigation

Microso't Mobile Oy, a subsidiary of Microso’t, along with other handset marufaciurers and netwrk operalars, s a defendant in 46 lowsuits,
ineluding 45 laasuas filed in the Supenor Count for the Distiet of Columbia by indibvdieal plaintffs who allege that racso emisshons from cellular
heandsets caused their brain tumors and other adverse health effects. We assumed responsibility for these claims in our agreement (o aoguire
Mokia's Devices and Senvices business and have been substituted Tor the Nokia defendants, Nine of these cases were filed in 2002 ard are
consolidated for cenain pre-mal proceedings, the remaining cases are stayed, In a separate 2009 dedsion, the Count of Appeals for the
Disarict of Colurmbia held that adverse healih effect daims anising from the wse of cellular handseds that operate within the U.5. Federal
Commurications Commission radio freguency emission guidelines ("=CC Guidelines”) are pre-empied by federal law. The plainiffs allege
that their handsets either operated outside the FOC Cuidelines or were mary’achaed before the FOC Guiddines went into effect. The
lavssits also allege an industy-wide conspiracy o manipulade the science and esing anund emission guidelines.

In 2013, the deferdants in the consolidated cases moved (o exclude the plaintifs’ expent evidence of general causation on the basis of flawed
scientific methodologies, In 2014, the trial court granted in pant and derded in part the defendants’ motion to exclude the plaintffs’ general
causation experns. The defencanis filed an interdocutory appeal w the Dismict of Columbia Coun of Appeals challenging the stancand for
evaluating expedt scientific evidence. In October 2016, the Coun of Appeals ssued s decision acoping the stancand advocated by the
defendants and iemanding the cases o the mal court for funther proceedings under thal standard. The plairtiffs bave filed supplemental
exprert evidence, ponions of which the defendants have moved to strike. In August 2018, the rial count issued an order striking portions of the
plaintiffs’ expen repors, A hearing on general causation ks scheduled for September of 2022,

Other Contingencies

We also are subjed 1o a varety of oher daims and suits that arse from time (o tme in the ordinary course o our business, Although
management cumenty believes that resobing claims against us, individually or in apgregate, will not have a materiol adverse impact in our
consoldated fnancial statements, these maers are subject o nherem uncenainties and management's view of these maners may change
in the future.

As of Jure 30, 2022, we acorued agpregate legal liabilities of 2364 million, While we intend to defend these maiters vigorously, adverse
oulcomes that we estimate could reach approximarely 600 million in appregate beyond recorded amounis are reasonably possible, Were
urfavorable final outcomes 1o ocour, there exists the possibility of a material acverse impact in our consolidated financal stalements fof the
pericd inwhich the effecs become reasonably estimable.
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NOTE 16 — STOCKHOLDERS EOUITY
Shares Outstanding
Shares of common stock outstanding were as follows:
[Irs milions)
Wihd Eniliedl Jand 33, 202 i | 2020
Balance, beginning of year 7,519 T.571 7643
IssLed 40 49 LT
Repurchased (95) (101} {126)
Balance, end of year 7464 7519 7571

Share Repurchases

On September 20, 2006, our Board of Direciors approved a share repurchase program authonzing up o 340.0 billion in share repurchases,
This share repurchase program commenced in December 2016 and was completed in Febwuary 2020,

On September 18, 2009, our Board of Directons approved a share repurchase program authonizing up 1o $40.0 bElion in share repurchases.
This share iepurchase program eommenced in February 2020 and was completed i November 2021,

On September 14, 2001, our Board of Directors approved a share repurchase program authonizing up o $60.0 billion in share repurchases,
This shiare repurchase program commenced in November 2021, following completion of the program approved on September 18, 2019, has
no expiration dae, and may be weminaed al any Gme, As of Jure 30, 2022, 340.7 billion remained of this 26000 billion share repurchase
program.

W repurchased the following shares of common stock under the share repurchase programs:

[l wilBacn e Shaden A Shara AP Sharea A
Wear Ervibd Juie 39, ] 221 2020
First 2 5 6200 2% % 5270 2 5 40
Second Quarter 20 6,233 27 5,750 2 4 600
Third Cruarter 26 7,800 25 5,750 ar 6,000
Fourlh Quarter 28 7,800 24 6,200 8 5088

Toal 95 S5 28,033 101 & 22870 1% 5 19688

All repurchases were mage using cash resources, Shares repurchased during the fourth and third guarers o fiscal year 2022 were under the
share repurchase program approved on Sepember 14, 2021, Shares repurchased during the second ouarter of fiscal year 2022 were under
the share repurchase programs approved on both September 14, 2021 and September 18, 2008, Shares repurchased dunng the first guarter
of fiscal year 2022, fiscal year 2071, and the fourth guarter of fiscal year 2020 were under the share repurchase program approved on
September 18, 2019, Shares repurchased during the third guarer of fiscal year 2020 were under the share repurchase programs approved
on both September 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 senle employee tax withholding related w the vestng of stodk awards
of 54.7 billion, $4.4 billion, and $3.3 billion for fiscal years 2022, 2021, and 2020, respectively.

L]
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Dividends
Our Board of Directons declaned the followirg dividengs:
D]

Dreclaralion Dk Recond Dabs Paymend Date Per Share Bt
Fiscal Yeor 2022 {in milare)
Septemnber 14, 2021 November 18, 2021 December 9, 2021 5 062 4,652
December 7, 2021 February 17, 2022 March 10, 2022 0.62 4,695
March 14, 2022 May 19, 2022 June 9, 2022 062 4,632
June 14, 2022 August 18, 2022 September 8, 2022 0.62 4,627

Total 5 248 18,556
Fiacal Year 2021
September 15, 2020 Movember 19, 2020 December 10, 2000 5 056 4,230
Drecember 2, 2020 Fetruary L8, 2021 March L1, 2021 056 4,221
March 16, 2021 May 20, 2021 June 10, 2021 056 4,214
June 16, 2021 August 19, 2021 Septembxer 9, 2021 056 4,206

Total 5 224 16,871

The dgividend cecared on June 14,

2022 was ncluted n other cunient habiliies as of June 30, 2023,

80
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NOTE 17 — ACCUNMUL ATED QTHER COMPREHENSIVE INCOME {| 0S5)

The follewing table summanzes the changes in accumulaled olher eompiebensive imeome (lossh by component:
[ vilBions
Year Ended June 29, 2023 a1 2028
Derivatives
Balance, beginning of period 3 % {38 3 0
Unrealized gains (Josses), net of tax of ${15), 39, and S(10) {é?r]) 34 (38}
Reclassification adjustments for (gains) losses included in other income (expense), net ) {1n 1]
Tax expense (henef) included in provision for income [axes (16) F ]

Amourts reclassified from accumulated other comprehensive income (loss) 63 {15) L]
Met change related o derivatives, net of ax of $1, 7, and $(10) 3 19 {38)
Balance, end of period L (13) 5 (19 3 (38)
IGETE T
Balance, beginning of period & 3222 § 5478 5 1488
Unrealized gains (losses), net of tax of $( . H5EY). and $L.067 (5,405 {E.E(ég} 3987
Reclassification adjustments for (gains) bosses included in other income (expense), net 4
Tax expense (benefit) inclubed in provision for income taxes {12} 13 {1}

Amounts reclassified from accumudated other comprehensive income (loss) 45 {54) 3
Mt change related o investments, et of tax of $(1,428). 2(602), and 51,058 (5,360) {2 2640) 3.990
Cumudaiive effect of accounting chanpes i} 19 0
Balance, end of period § (2138) § 322 § 5478
Tranakatiom Adpusimans ard Othar
Balance, beginning of period § (1381) 5 (2.254) 3 (1828)
Translation adjustments ard other, net of tax of $0, $(9), and £1 (1,148) 873 {426)
Balance, end of period § (2521 5 (1381 3 (2259
Accumulated other comprehensive income {loss), end of period £ (46/M) 5 1837 £ 31BE

E1B— EMP WA B
We gant stock-based compensation o employees and directors. Awards that expire of are canceled without delivery of shares generally
becormne available for issuance under the plans. We issue new shares of Microsolt common stodk (0 satisly vesting of awards granted under
our stock plans. We also have an ESEP for all eigible employees.,

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

[Irs millians}

Year Ended June 35, 2022 a1 2020
Stock-based compensation expense ] 7502 £ G118 & 52BO
Income tax benefits relaed 1o siock-based compensaion 1,293 1,065 938
Stock Flans

Stock awarcs ertitle the holder to receive shares of Microsoft common siock as the awand vesis, Stock awards genesally vest over a service
period of four years of five years.,

]
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Executive lncentive Plan

Under the Executive Incentive Plan, the Compensation Comimsiee approves siock awands (o executive officers and ceramn senior executives,
REUs generally vest ratably over a senvice period of four years. PSUs generally vest over a performance penod of three years. The number
of shares the PSU 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 siock awards was estimated on the date of grant using the following assumptions:

Year ended Jure 30, 2022 g | 2070
Dividends per share (guarerly amounis) & 056-062 5 051-056 § 046-051
Irterest rales 0.03%=3.6% 0.01%%—1 5% 0.1%—3 7%

During fiscal year 2022, the following activity occurred under our stock plans:

Wekghied Aanrge
Corana-Date Far
Shares Vaduw
(I mmaliges)

Seock fevards
Monvested balance, beginning of vear 100 £ 15251
Granted (a) 50 291.22
Vested EQ 143.10
Foreied 189.88
Monvesied balance, end of year 93 5 227.58

(a) Inclrdes I mition, 2 million, and 2 miliion of PSS gramed ar iarget and perdformmance adiustimenis above arged isvels for fecal vears
2022, 2021, and 2020, respeciively

As of June 30, 2022, there was approzimately S16.7 billion of total unrecognized compensation costs related o stock maards. These costs
are expected 0 be recopnized over A weighted average period of three years, The weighted average grart-date Tair value of stock awards
pranied was £201.22_ 2231.13, and $140.49 for fiscal vears 2022, 2021, and 2020, respectively. The fair value of stock awarnds vested was
$14.1 billion, $13.4 ballion, and $10.1 billion, for fiscal years 2022, 2021, and 2020, respectively. As of June 30, 2022_ an agpregate of 211
rnillion shares were authonized for future grart under our stock plans.

Employee Stock Purchase Plan

We have an ESPR for all eligible employees. Shares of our commoen siock may be purchased by employees at three-month intervals at 90%
of the fair market value on the last rading cay of each three-month period, Employees may purchase shares having a value nol exceeding
165% of their gross compensation duing an offering period. Under the terms of the ESPP that were approved in 2012, the plan was et o
teminate on December 31, 2002, At our 2021 Anrual Shareholders Meeting, our sharebolders approved a successor ESPP with a January
1. 2027 effective date and ten-year expiration of Decernber 31, 2031. No acditional shares were reguested at this meeting.

Emplovees purchased the following shares dusing the periods presented:

[Shaae in miliarns)

Year Enided Jame 33, 202 v | 2020
Shares purchased 7 L] 9
Average price per share § 25955 5 20788 S 14222

Asof Jure 2, 2022, B1 million shares of our common stock were reserved for future issuance through the ESPR,

g
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Savings Plans

We have savinps plans in the U.S. that gualify under Section 401(k) of the Imemal Revenue Code, and a number of savings plans in
intemational locations, Elgible LS. employees may contribute a portion of their salary into the savings plans, subject 1o cerain mitations.
We match a ponion of each dollar a parficipant cortributes into the plans, Employer-furnded retirement benefis for all plans were 52,4 billion,
$1.2 billion, ard $1.0 billior in fiscal years 2022, 2021, and 2020, respectively, and were expensed as contribated,

NOTE 19— SEGMENT INFORMATION AND CEQCRAPHIC DATA

In its operaton of the business, management, incuding our chie! operating decision maker, who is also our Chief Executive Officer. reviews
cetasn ivancal information, meluding segmented miemal profil and loss stalerments prepared on a basis nel consistént with GAAP. Duriig
the periods presented, we reported our financial performance based on the following segments: Productivity amd Business Processes,
Irtelligent Cloud. and More Personal Computing,

Our reporiable segments are described bedow,

Productivity and Business Processes
Our Productivity and Business Processes segment consists of procucts and senvices in our portfolio of productivity, communication, and
infonmation senvices, spanring a varety of devces and plafoms. This segment prmarily comprises:

«  Office Commercial (Office 365 subscriptions, the Office 365 potion of Microsolt 365 Commercial subscriptions, and Office

licensed on-premises), comprising Office, Exchange, SharePoint, Migosoft Teams, Office 365 Security and Compliance, and
Microsoft Viva.

#  Office Corsumer, including Microsoft 385 Consumer subsoriptions, Office icensed on-premises, and other Office services,
«  Linkedin, induding Talent Sclutions, Marketing Solutions, Premium Subscriptions, and Sales Solutions,

«  Dynamics business solutions, including Dynamics 365, comprising a set of intelligent. cloud-based applications across ERP,
CRM, Customer Insighis, Power Apps, and Power Automate: and on-premises ERP and CRM applications,

Imtelligent Cloud
Our Inelligent Cloud segment consists of our public, private, and hybnid sesver products and clowd senvices that can power modem business
and developers, This segment prmaily comprses:

#  Server produds and doud senvices, including Azure and other cloud senvices: SQL Server, Wincows Server, Visual Studio,
System Center, and related Client Access Licenses ("CALs™): and Muance and GiiHub,

+  Enierprise Services. incluging Enterprise Support Senvices, Microsoft Consulting Services. and Nuarnce professional services.
More Personal Computing
Our More Personal Computing segment consisis of products and servioes that put customers al the certer of the experience with our
technology. This segment pimarily compinses:

v Windows, including Windows OEM licensing and other non-volume licensing of the Windows operating system: Windows.
Commercial, comprising wolume Bcensing of the Windows operating system, Wincows cowd services, and other Windows
commercial offerings; patent licensing; and Windows Inermet of Things.

«  Devices, including Surface and PC accessoies.

»  Gaming, including Xbox harcware and Xbox content and sendices, comising first- and third-party content (inclucing games and
in-pame contert), Xbox Game Pass and ober subsoripions. Xbox Cloud Gaming, third-pany disc royalies, adventising, and
other cloud senices.

»  Search and news adverising.
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Revenue and costs arg penerally directly atributed 0 our segmenis. However, due 0 the integrated structure of our business, cemain
revenue recopnized and costs incurred by one segment may benefit other sepments. Revenue from cenain ooniracts is allocated among the
segments based on the relative value of the underlying procucts and senvices, whidh can inchude allocation based on actual prices charged,
prices when sold separatety, or estimated costs plus a profit margin, Cost of revenue is allocated in cerain cases based on a relafive revenue
methodoogy, Operating expenses that are allocated primandly include those relating o marketing of products and services from which
multiple segments benefit and are generally allocated based on relaive gross margin.,

Ir addition, cemain costs incumed al a corporate level that are identfiable and that benel our segments ae allocated © them. These
allocated costs include legal, including setlements and fines, information echnology, human resources, finance, excse tades, field selling,
shared faciliies services, and customer senvice and support, Each allocation is measured differently based on the specific facts and
circumstances of the costs being allocated,

SEeqment revenue and operating income were as 'ollows during the peficds presented:

[im mvilBioans

Veor Ered June 14, 022 2021 2020

REvErims

Productivity and Business Processes s 63,364 3 53915 % 46,398

Irtellbgent Cloud 75,251 50080 A8 366

More Personal Computing 58,655 54083 48,251
Total 5 198,270 % 168,068 % 143015

Opdrating Income

Productivity and Business Processes s 29687 3 24351 5 18,724

Irtellgent Cloud 32,721 26,126 16,324

More Personal Computing 20,975 19,439 15911
Total g B3,283 3 BOO1E 5 52 060

Mo sales o an ndividual customer of country other than the United States accounted for more than 109 of revenue for iscal years 2022,
2021, or 2020 Revenue, dassified by the major geographic areas in which our customers were located, was as {ollows:

[ milSions)

Yeor Enided Jumne 33, 27 21 220

Uriitexd States {a) § 100218 § 83953 §  73.160

Other couriries 98,052 84,135 69,855
Total S 198270 § 16808 B 143015

(1) Incirdes bivngs fo OEMs and corain muftinaronal organizatons because of the nature of these businesses and the impracticatiity of
delermining the geographvc source of the revenue.

1]
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Revenue, dassified by significant product and senvice offenings, was as follows:

i millions)
YWaar Ended June 30, Z22 2021 2020
Server products and cloud sevices 3 67321 5 52589 5 41379
Oifice products and clowd services 44,862 39872 35 316
‘Windows 24,761 22,468 21,510
Gaming 18,230 15,370 11675
Linkedin 13,816 10.28% B.O7T
Search and news acvermsing 11,591 9267 B.524
Enterprise Senices 7407 £.043 6,400
Devices 6,951 6791 B AGY
Other 5281 4479 3,768
Total - 198,270 % 168088 3 143015

We have recast cenain previously reported amourts in the table above to conform o the way we internally manage and moniter our
business,

Our Microselt Clowd (formerly commercial doud) revenue, which includes Azure and other doud services, (ffice 3685 Commerdal, the
commercial potion of Linkedin, Dynamics 365, and other commercial doud properties, was 3512 billion, 369.1 billiecn and $51.7 bllion in
fiscal vears 2022, 2021, and 2020, respectively, These amounts are primarily induded in Server progucts and cloud services, Office products
ang doud sendces, and Linkedin in the iable above,

Assets are pot allocated (o segments Tor miesnal reporting presenations. A potion of amorization and depreciation is included with vanous
other costs in an overhead allocation to each segmert. It is impracicable for us 10 separately identify the amourt of amonization and
depreciation by segment that is included in the measure of segment profit o loss.

Long-lived assets, excluding financial insouments and ax asseis, dassified by the location of the controlling statutory company and with
counmies over 105 of the total shown separately, were as follows:

(i millions)

Jure 30, 0T 32l 22

United States 5 106430 5 76,153 % 60, 7BS

Irelanc 15,505 13303 12,734

Other countries 44,433 38,856 29.770
Total -3 166,368 % 128314 % 103,283
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and the Board of Directorsof Microsoft Corporation

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Microsoft Corporation and subsidiaries
(the "Company") as of June 30, 2022 and 2021, 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, 2022, 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, 2022 and 2021, and the results of its operations and its cash flows for each of the three years in the
period ended June 30, 2022, in conformity with accounting principles generally accepted in the United States
of 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
financial statements 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 financial statements
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, including cloud-based services, in its customer agreements through its volume licensing programs.

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.
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Income Taxes - Uncertain Tax 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 uncertain tax positions involve significant 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 uncertain tax positions related to
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 28, 2022

We have served as the Company's auditor since 1983.
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