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2020 2021 2022 2023 2024
$143,015 $168,088 $198,270 $211,915 $245,122
21,367,871 25,114,028 29,623,521 31,662,220 36,623,678
$52,959 $69,916 $83,383 $88,523 $109,433
7,912,604 10,446,150 12,458,254 13,226,221 16,350, 385
$44,281 $61,271 $72,738 $72,361 $88,136
6,616,024 9,154,500 10,867,785 10,811,457 13,168,400
$80,552 $83,111 $86,939 $93,718 $100,923
12,035,274 12,417,615 12,989,556 14,002,406 15,078,905
7,571 7,519 7,464 7,432 7,434
$118,304 $141,988 $166,542 $206,223 $268,477
17,675,801 21,214,427 24,883,040 30,811,778 40,113,149
$301,311 $333,779 $364,840 $411,976 $512,163
45,018,877 49,869,920 54,510,744 61,553,334 76,522,274
$15.63 $18.88 $22.31 $27.75 $36.11
2,335 2,821 3,333 4,146 5,395
$2.04 $2.24 $2.48 $2.72 $3.00
305 335 371 406 448
$5.82 $8.12 $9.70 $9.72 $11.86
870 1,213 1,449 1,452 1,772
$5.76 $8.05 $9.65 $9.68 $11.80
861 1,203 1,442 1,446 1,763
39 43 46 50 52
(D)

$60,675 $76,740 $89,035 $87,582 $118,548
9,065,452 11,465,723 13,302,719 13,085,627 17,712,257
$(46,031) $(48,486) $(58,876) $(43,935) $(37,757)
(6.,877,492) (7,244,293) (8,796,663) (6,564,328) (5.,641,273)
$(12,223) $(27,577) $(30,311) $(22,680) $(96,970)
(1,826,238) (4,120,280) (4,528,767) 3,388,619) (14,488,288)
$13,576 $14,224 $13,931 $34,704 $18,315
2,028,390 2,125,208 2,081,431 5,185,125 2,736,444
) 163,000 181,000 221,000 221,000 228,000

30
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Microsoft 365 Commercial Microsoft 365 Commercial Microsoft 365
Commercial Enterprise Mobility + Security Windows Commercial Power BI
Exchange SharePoint Microsoft Teams Microsoft 365 Security and Compliance Microsoft Viva
Microsoft 365 Copilot Microsoft 365 Commercial Windows Commercial
Office
Microsoft 365 Consumer Microsoft 365 Consumer Office

LinkedIn Talent

Dynamics Dynamics 365 ERP CRM Power Apps Power Automate
ERP CRM
Microsoft 365 Commercial

Microsoft 365 Commercial Office Windows Microsoft 365 Copilot Enterprise Mobility + Security
Al

Al
Microsoft 365 Commercial
Office Microsoft 365
Microsoft 365 Consumer
Microsoft 365 Consumer
Al
Microsoft 365
Consumer Office Consumer Office

Office Microsoft 365 Consumer
Microsoft 365 Consumer
Skype Outlook.com One Drive

Linkedin

LinkedIn

Economic Graph LinkedIn
Al

11/215



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

LinkedIn
Al LinkedIn
Dynamics
Dynamics
ERP CRM
Al

Power Apps Power Automate Dynamics 365
Office Apple Cisco Systems Google

Meta Proofpoint Slack Symantec Zoom

PC
Windows Apple Google
Microsoft Defender for Endpoint CrowdStrike

Enterprise Mobility + Security EMS

LinkedIn

12/215



Dynamics Oracle
ServiceNow
GitHub
CALs
Nuance
Azure IT
loT
Azure
Azure
Azure Al
Azure
Al
IT
OEM
Windows
Office
GitHub Nuance
Al
Microsoft

Salesforce
Ul Path WorkDay
Azure
Nuance
Microsoft
PaaS
Al
Windows

13/215

Nuance

EDINETOOOO

OO000O0000o0O0oOodno(eessLy)

SAP

SQL

Al
Azure

CALs

GitHub
Nuance

OooooOodd
Al
Windows
laaS
CALs SQL



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)

Ogoooood
IT
Nuance Al
Azure Amazon Broadcom Google 1BM
Oracle Azure
Al
Al
Anthropic Al
Azure
Hewlett-
Packard 1BM Oracle
Unix
Linux
e_
1BM
PC
1BM
Apache Linux MySQL PHP
Java
Databricks 1BM SAP
BMC Hewlett-Packard 1BM
Adobe 1BM 1BM SAP Eclipse

PHP Ruby on Rails

14/215



Windows Windows Windows OEM OEM

non-Pro Windows loT
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Xbox Xbox
Xbox Game Pass
Xbox
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Windows
Windows
Windows OEM OEM
Windows OEM
Al PC Windows
OEM
OEM
Windows loT
Windows
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Surface
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(@0
(¢ (2024 30 )
( )
0%
° @
(Microsoft Global Finance
Unlimited Company)
0%
464 )
(Microsoft Ireland @
Operations Limited)
0%
_ 2,084
(Microsoft Ireland A3)
Research Unlimited
Company)
0%
1,720,690 A
(Microsoft Online, Inc.) )
100%
24,708,807 ©)
LinkedIn Corporation
0%
6,083,306 "
LinkedIn Ireland ®
Unlimited Company
100%
o 18,761,131
Nuance Communications, ©)
Inc.
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100%
Activision Blizzard, 75,408,111 )
Inc.
0%
Activision Publishing, 68,728,620 )
Inc.
798
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 0.5265%
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% 0.5265%
99%
1%
100%
100%
100%
3
100%
100%
MOL (MOL Corporation) 100% MOL
91.0075% 5.3845%
Microsoft Licensing, GP 3.0815%
0.5265%
99% 1%
100%
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100%
100%
4 (aQuantive, Inc.) 100%
100%
5 100%
6 99% %
LinkedIn Worldwide
100
100%
100%
MOL (MOL Corporation) 100% MOL 91.0075%
5.3845% 3.0815%
0.5265%
99%
1%
100%
100%
100%
7 Activision Blizzard, Inc. 100% Activision Blizzard, Inc. 100%
25.0% 5 20
2024
75.7% 2022 2023 30
81.5% 2023 2024 30
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Office Windows Microsoft 365 Copilot Enterprise Mobility Security
Al Microsoft 365 Copilot Microsoft
Graph Microsoft 365 Al Microsoft Teams
1
Microsoft Viva
Microsoft 365 Consumer
Microsoft Cloud Dynamics 365 Microsoft Teams Al
Dynamics 365
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Microsoft Azure
Al
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Al Al
Azure Maia Azure Cobalt Al
Al Azure Al
Al
Copilot Azure Al
Al
Azure Al Studio
GitHub Copilot Al
GitHub Visual Studio
Al OpenAl OpenAl
OpenAl
Azure OpenAl OpenAl
Microsoft Cloud
Azure Arc
Microsoft Intelligent Data Platform Microsoft
Fabric
Nuance Al
Nuance Al
Windows 365 Microsoft Cloud Windows
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Windows 11 Copilot in Windows
Windows 11
1D Dev Home
Windows
Windows
Surface Surface
Pro Surface Laptop Surface Copilot+ PC
Windows 11 PC PC
Al
Copilot Al
Microsoft Edge Al
Copilot Al
Bing Copilot Pro
Microsoft 365 Consumer Al
PC
Xbox Game Pass
Activision Blizzard, Inc.( Activision
Blizzard ) 2023 10 Microsoft
Microsoft Cloud
Al
IT
Al
PC
Windows PC Microsoft Edge Bing

Microsoft Teams Microsoft 365 Consumer Xbox Game Pass

25/215



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

2020 2030
Al

2024 2023

2020

2024

1,900 3,000
TEALS 1,500 12%
21 550
Minority Depository Institutions

150
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500
162
2025

Skills for Jobs

Career Essentials Certificates LinkedIn GitHub Microsoft Learn

LinkedIn Economic Graph

2025 1,000 2024
1,260
2021 2025 25
25,000
27
Al
2023 Al Al
LinkedlIn Al
Al
TechSpark 2024
92% 250 Al
ESPP
ESPP

ESPP
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2030
2050 1975
2020 2030
@ @
©)) *
®)
2024
https://query.prod.cms.rt.microsoft.com/cms/api/am/binary/RW1IMjE 15,000
11,000
40
GHG
2030
GHG
2024
https://query.prod.cms.rt.microsoft.com/cms/api/am/binary/RW1IMjE
Pacific Institute
ERM
SME
ERM SME
SME
2024
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SME

ERM
ERM
2
ERM
2
ERM
1SO 14001 1SO 50001
ERM
ERM
2024
https://query.prod.cms.rt.microsoft.com/cms/api/am/binary/RW1lnGho 27 29
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2024
https://query.prod.cms.rt.microsoft.com/cms/api/am/binary/RWinGho 30 31

CDP

2030 - 2025

- 2030 2020

- 2025 100

- 2030
- 2050 1975

2030 - 2030

- 2030 150

2030 - 2030
90%
- 2030
75%
- 2025
90%

- 2025

- 2030 OECD Surface Xbox
100%
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2025 - 2025
2023
- 2023 23.6 MWh
21 19.8 GW
2023 501 5,019
- 2020 61.7
24,000 1,500
Al
- 2023 18,537
45 18,537
2023 89.4% 2023
2.7%
- 2023 15,849
9,000 15,849
11,000 40%
2024 3.1%
3.5%
2024 3.1%
4.3%
3.5%
54.6% 0.2
36.4% 0.4
6.6% 0.1
8.0% 0.1
0.4% 0.0
0.2% 0.0
2.9% 0.2
- 31.6% 2023 31.2% 0.4
0.1 29.0%
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Nuance Communications, Inc. 2023
OpenAl

Activision Blizzard

10

Activision Blizzard

2024
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Windows LinkedIn EU

Microsoft
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OEM
OEM
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EU
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2021
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2024 30
10% $(9,605)
10% $(38)

100 $(1,343)

100 $(318)
10% $(1,078)

Al
Al

2023 2024
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Microsoft Cloud 1,377 23%
Microsoft 365 Commercial 18% Microsoft 365 Commercial
15%
Microsoft 365 Consumer % Microsoft 365 Consumer
4% Microsoft 365 Consumer 82.4
LinkedIn %
Dynamics 365 23% Dynamics 18%
Azure 33%
23%
Windows OEM
Xbox Activision Blizzard Inc. Activision Blizzard
44 50% Activision Blizzard
%
2023 10 13 754 Activision Blizzard
Activision Blizzard Activision Blizzard
8
Al
Al
GPU
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2023

2022
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2024
Microsoft 365
2025
13 19
2024
2025

2024

Microsoft 365 Consumer
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Microsoft 365 Commercial

Windows OEM PC

Microsoft 365 Commercial

LinkedIn Enterprise Dynamics
Microsoft Microsoft 365 Commercial Azure
LinkedIn Dynamics 365
Microsoft )
Microsoft
Microsoft 365 Commercial Microsoft 365 Commercial Microsoft 365
Commercial Enterprise Mobility + Security Windows
Commercial Power BI

Exchange SharePoint Microsoft Teams Microsoft 365

Microsoft Viva Microsoft 365
Copilot
Microsoft 365 Commercial Microsoft 365 Commercial
Microsoft 365

Commercial
Microsoft 365 Consumer Microsoft 365 Consumer
Microsoft 365 Consumer Microsoft 365 Consumer
Linkeln

LinkedIn
Dynamics 365 Dynamics 365 ERP CRM Power Apps Power Automate
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Azure Azure Al
GitHub Nuance
Windows OEM OEM Windows Pro non-Pro
Surface Hololens
PC
Xbox Xbox
Xbox
Xbox
TAC Bing Ads
TAC
2024 2023
$ 245,122 $ 211,915 16%
171,008 146,052 17%
109,433 88,523 24%
88,136 72,361 22%
11.80 9.68 22%
non-GAAP 171,008 146,204 17%
non-GAAP 109,433 89,694 22%
non-GAAP 88,136 73,307 20%
11.80 9.81 20%
non-GAAP
EPS non-GAAP
2023 non-GAAP 2023 12
GAAP non-GAAP
Non-GAAP
2024 2023
332 16%
Azure Microsoft 365
Commercial
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Microsoft Windows 83
13%
250 17%
Microsoft 72%
Microsoft Azure Microsoft 365 Commercial Al
Azure
Activision Blizzard
40 %
209 24%
2023 EPS
152 12 946 0.13
2024 2023
$ 106,820 $ 94,151 13%
87,464 72,944 20%
50,838 44,820 13%
$ 245,122 $ 211,915 16%
$ 59,661 $ 50,074 19%
37,813 28,411 33%
11,959 10,038 19%
$ 109,433 $ 88,523 24%
2024 2023
127 13%
Microsoft 365 Commercial 100 15% Microsoft 365
Commercial %
18% Microsoft 365 Commercial
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Microsoft 365 Consumer
Microsoft 365 Consumer

231
Microsoft 365 Consumer

82.4 %
LinkedIn
Dynamics Dynamics 365
Dynamics 365 23%
96 19%
Microsoft 365 Commercial 103
Commercial
673
145 20%
Azure
Azure
33%
SQL
Enterprise
306 %
94 33%
Azure 90 18%
Azure Al
384 %
60 13%
Windows
Windows OEM
Xbox 60
Activision Blizzard 44
Xbox
181 %
%
19 19%
Activision Blizzard 14
57 28%
Activision Blizzard 42
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10%

18%
Microsoft 365
148 23%
Windows
%

Windows OEM

39%

13%

Xbox
50%

Windows
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2024 2023
$29,510 $27,195 9%
12% 13% (Dppt
2024 2023
Activision Blizzard
23 %
2024 2023
$24,456 $22,759 %
10% 11% (Dppt
2024 2023
Windows Activision Blizzard
17 %
2024 2023
$7,609 $7,575 0%
3% 4% (Dppt
2024 2023
Activision Blizzard
30 2024 2023
$ 3,157 $ 2,994
(2,935) (1,968)
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(118) 260
(187) (456)
(244) 181
(1,319) (223)
(1,646) 788
2024 2023
2024 2023 18% 19%
(IRS) 2023-55
2023-80 2024 2023-55
2024 2024
2023-80
2024 629
449 2023 529
364
OECD -
15%
2025
OECD
2014 2017 IRS 2004 2013
2023 26 IRS NOPA NOPA
NOPA IRS 289
2024 30
IRS NOPA
12
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12
1996 2023
Non-GAAP
EPS non-GAAP 2023 non-
GAAP
non-GAAP
non-GAAP GAAP
non-GAAP GAAP
GAAP non-GAAP
2024 2023
$ 171,008 $ 146,052 17%
0 152 *
non-GAAP $ 171,008 $ 146,204 17%
$ 109,433 $ 88,523 24%
0 1,171 *
non-GAAP $ 109,433 $ 89,694 22%
$ 88,136 $ 72,361 22%
0 946 *
non-GAAP $ 88,136 $ 73,307 20%
$ 11.80 $ 9.68 22%
0 0.13 *
(non-GAAP ) $ 11.80 $ 9.81 20%
*
12 TCJA
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1,113
99

2024
310

2024
675

Assurance

2024 30
2024

1 2

1,185 2024
50
20
743 970
11
SA
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1
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2024 30
2024 30 $ 22,529
2024 12 31 17,664
2025 31 12,076
2025 30 5,313
2,602
$ 60,184
13
2024 30
2025
@
$ 2,250 $ 48,971 $ 51,221
1,618 27,041 28,659
® 29,892 5,499 35,391
12,250 160,475 172,725
©
@ 68,280 3,742 72,022
$ 114,290 $ 245,728 $ 360,018
@ 11
(V)
©) 14

)
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TCJA
TCJA
%
25% 2024 30
38 2025
2024 2023
120 184
600 103
16
2024 2023 223
16
GAAP
Office 365
Office 365
SSP
SSp
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32 69
2024 30
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SSP

SSP
SSP
SSP SSP

SA

50%

50%
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&AI Azure Al
CRM ERP Al
IT
Al
& Microsoft 365 Windows Microsoft Teams Surface
Microsoft Al Bing Copilot Start/MSN
Al
Microsoft
Al
Microsoft Research Al
LinkedIn
63,000 23,000
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2024 30

( )
$ 8,163
93,943
9,594
93,780
6,532

212,012

(76,421)

$ 135,591

2024 152

2024 30
354

15

530 12

2024 30

30 20 50

10 25 35

40 45 85

2024
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2024

30
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0.00000625 24,000,000,000 7,434,138,859 16,565,861,141
0.01 100,000,000 0 100,000,000
2024 30
0.00000625
7,434,138,859
(Nasdag Stock Market)
10 3
% 15% %
90%
25,000
90% 1 1
25,000
)
)
90%
)
% 15%
1 25,000
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65,947,443

)
)
)
)

2024

(2024 2024 (2023 2024
30 ) 30 )

2,655,459.0605

5,824,414.9812

2,655,459.0605

5,824,414.9812

390.07

339.53

1,035,811,227.01

1,977,552,071.32

17,020,891.6068

17,020,891.6068

279.27

4,753,459,145.37

2022
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2020 30 (1) - 7,571 - $80,552
2021 30 (1) (52) 7,519 $2,559 $83,111
2022 30 (1) (55) 7,464 $3,828 $86,939
2023 30 (1) (32) 7,432 $6,779 $93,718
2024 30 (2 2 7,434 $7,205 $100,923
1

2

18
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2024 30
1 100 0%
2 109 0%
1 7,405,477,503 99.61%
188 289,155 0%
81,284 28,371,992 0.39%
)
2024 30
(D)
The Vanguard 664,882, 153(1) 8.95%
Group, Inc.
100
@ 7.30%
BlackRock, Inc. 540,020,228 '
50
(€)) 2024 13
13G/A
633,135,715 9,755,991 31,746,438
@ 13
13G/A 487,219,696
540,020,228
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2024
2023 19 2023 11 16 2023 12 14 $0.75 $5,574
2023 11 28 2024 15 2024 14 $0.75 $5,573
2024 12 2024 16 2024 13 $0.75 $5,574
2024 12 2024 15 2024 12 $0.75 $5,575
$3.00 $22,296
ESG
aka.ms/policiesandguidelines
Microsoft
aka.ms/scoc
Secure Future Initiative
SFI
microsoft.com/transparency
Reports Hub
ESG ESG
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microsoft.com/public-policy-engagement
microsoft.com/csr
Al
2016 CEO Al
Al
Al
aka.ms/RAlTransparencyReport2024
microsoft.com/ai/responsible-ai
Al
microsoft.com/privacy
2023
11 SFI 2024 SFI SFI
2024 30 10-K I 1C
2020 2030
Al
2024
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aka.ms/MSFTsustainabilityreport

microsoft.com/environment

microsoft.com/diversity microsoft_com/racial-equity-initiative

2020

2025

microsoft_com/racial-equity-initiative

CEO

CEO

Al

Activision Blizzard GitHub LinkedlIn Nuance Communications
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Viva Engage Q A AskHR
2022
2021
ArentFox Schiff LLP
ArentFox ArentFox

ArentFox

www . microsoft.com/transparency

CEO

aka.ms/policiesandguidelines
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15%

20%

10

CEO

IR ESG
2024 50

2025
IR CEO CFO

Microsoft On the Issues
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CEO
CEO

2024

12

CEO

CEO

SLT
CEO

CEO

CEO

CEO
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CE
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0
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37

2024

2024

90

50%

2024
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2024
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12 11
CEO
10
6.4 6.7
CEO
0]
o0 CEO
o CEO
o]
(o] CEO
o]
o] CEO
o]
0]
0
2024 12 10
aka.ms/boardcommittees
G.
F.

A.L.
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10

SEC
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SLT

SLT

SLT

SLT
16

2024

aka.ms/policiesandguidelines
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98052-6399
MSC 12379999

SEC 14a-19
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M&A

coooooo
.
. .
. . .
. . .
. . .
. .
. .

M&A

50

5-9

60

42%

67%

25%

60

6.7
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5605 ()
2024 10 24 2023 10 19
12 12
5 0 0 5 7 0 0
0 1 0 0 0 1 0 0
/
/
0 0 0 0 0 0 0 0
0 1 0 0 1 1 0 0
/
0 1 0 0 0 1 0 0
/
0 0 0 0 0 0 0 0
5 5 0 0 4 4 0 0
/ 0 1 0 0
LGBTQ
0 0
41.7
(2024
30
12
YO
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15,905
Reid G. Hoffman Greylock Partners
1967
Reinvent 2009
Capital 2023
2009
2023
2019
2019

LinkedIn Corporation

2003 2016
2003
2016

2009

CEO 2003
2007 2008 2009

2007

2008

PayPal Holdings,
Inc. 2000 2002

2000 2002

Joby Aviation, Inc.

Aurora Innovation,
Inc.
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7,848
The Walt Disney Company

Hugh F. Johnston
1961 16 2023

2023
1987 1999 2002
2023
2015 2023

CFO 2010 2023

2009 2010

Pepsi-Cola North America

2007 2009 )

1987 1999

2002 2007

Merck & Company, Inc.

1999 2002

Merck-
Medco Managed Care LLC

1999
2002

HCA HCA
Healthcare, Inc.
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The Gap, Inc. 24,888(5)

(Teri L. List)
(1963 12 ) 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

Iululemon athletica
inc.
Visa Inc.

DoubleVerify Holdings,
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Inc.

Oscar Health, Inc.

Financial
Accounting Foundation
Trustee

Financial Accounting
Standards Board
Practice Fellow
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(Engie S.A.) 0
Catherine
MacGregor 2021
1972
2021
FMC
TechnipFMC plc 2019
2020

Technip Energies
2019 2020

Schlumberger N.V. 1995

2018
2017
2016
2013
2009
2007
1995 2007
Engie
S.A.
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Citigroup |[860

Inc.
(Mark A_ L. Mason) 2001
(1969 24 ) )
2019
2014
2013
2012
2009
M&A 2006
2001

2006
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867,989
Satya Nadella
1967 19 Chairman, Chief Executive 1992
Officer
2021
2014
2021

2013

2014

2011 2013

2009 2011

2008 2009

1992 -2008

Starbucks

Corporation
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29,509

(Sandra E. Peterson)

(1959 25 ) 2019
Clayton,

Dubilier & Rice, LLC 2019

Johnson & Johnson 2012

2018
2012
2018
Bayer

CropScience AG 2010
2012

2010 2012

2010

Bayer HealthCare
LLC 2005 2010

2009
2010
2005 2009
Medco Health
Solutions, Inc. 1999
2004
2003 2004
(2001 2003
)
1999 2001
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Covetrus, Inc.
Zymergen,
Inc.
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24,585
PSP Partners, LLC
Penny S. Pritzker United States Secretary of
1959 Commerce 2013 2017 )
Pritzker Realty Group
Inspired Capital
Partners
Artemis Real Estate
Partners Pritzker Realty

Group

Inspired
Capital Partners

Artemis
Real Estate Partners

The
Parking Spot 1998 2011

1998
2011

Vi
Senior Living 1987 2011

1987 2011
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Carlos A.
Rodriguez
1964

Automatic Data

Processing, Inc.

3,427

OOoOooOodnd
1999 )
2024
2023
2024
2011
2022
2011
1999 2011
1996 1999 1999
1997 1999
M&A
1996 1997
1996
( )
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44,602¢"
Wells Fargo & Company

Charles W. Scharf Wells Fargo &
1965 24 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

Bank One Corporation

2000 2004

CEO 2002 2004

CFO 2000
2002

Citigroup, Inc. 1999
2000

Global Corporate and
Investment Bank
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CFO 1999 2000
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85,333®
Trilogy Partnerships

John W. Stanton 2005
1955 31 )
2005

Clearwire Corp 2008
2013
2011 2013
CEO
2011
2008 2011

Western
Wireless Corporation 1992
2005
CEO
1992 2005

VoiceStream Wireless
Corporation 1995 2003

CEO
1995 2003

Costco
Wholesale Corporation

Trilogy International
Partners, Inc.

Seattle
Mariners

First Avenue
Entertainment LLP
2016
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GSK GSK plc 9,913
CEO GSK
Emma N. Walmsley 2010
1969 2017
2015
2016
2012 2015
2010 2012
L * Oreal,
S.A. 1994 2010
2007 2010
2002 2007
1999 2002
1994 1999
GSK GSK plc
28.6%
(2024 30
DR
)()()
Satya Nadella 867,989
(1967 19 )
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2021
2017 2021
Judson B.
80,664
Althoff ) )
Chief Commercial
1972 10 28 B,
Officer 2013
2023
2014 11
133,564
(Kathleen T. Hogan)
(1966 )
2003
(Alaska
Air Group, Inc.)
2013
2013
2010 2013
415,743
(Amy E. Hood) 2002
(1971 12 22 )
3M Corporation
2023 10
2020
2012
Takeshi Numoto 32,620 ;
2004 Office 365
(1971 25 )
Office 365
1997
Windows Office
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2021
2015
2011 2015
2001 2011
_ 458,323 2002
(Bradford L. Smith)
(1959 17 ) 1993
Netflix, Inc.
2020 11
2017 2020
(McAfee, LLC) 2014
2017
Christopher D. ® Intel Security Grou
(Christopher (Executive Vice 94,711 ( y 2 N )
Young) . 3 (Senior Vice
President, Business i
(1972 14 ) President and General Manager)
Development, Strategy
and Ventures)
(American Express Compabny)
@
@ 2024 30 60
98 22,756 24,109 12,585
3,427
® 15,905
O) 68
5) 2,132
®) 12,000
©) 525
3) 7,243
© 1,500
2024
CEO
2024
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$360,000
$125,000
$235,000

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

oOoOooodn

¢))

@

®

*

125,000

235,000

360,000

®

170,000

235,000

405,000

140,000

235,000

15,000

390,000

®)

62,500

117,500

180,000

A.L.

62,500

117,500

180,000

)

125,000

300,000

15,000

440,000

©))

150,000

235,000

385,000
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A ® 175,000 235,000 410,000
W. 125,000 235,000 360,000
W. 140,000 235,000 375,000
W, (10) 62,500 117,500 180,000
N an 125,000 235,000 360,000
(12 62,500 117,500 25,000 205,000
1
2 FASB ASC 718
58,750 () 75,000
() 2023 12 2024
)
2023 12 2024
2024
3 ( )2024
15,000 )
25,000
4 949
5 2024
238
6 2023 12
438
7
1,121
8 1,015
9 1,080
10 2023 12
333
11 2024
138
12 2023 12
88
2023
CEO
CEO
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CEO
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2024
2024 2023 2022 30
@
O] *
®
2024 2,500,000 71,236,392 5,200,000 169,791 79,106,183
2023 2,500,000 39,236,137 6,414,750 361,650 48,512,537
2022 2,500,000 42,269,560 10,066,500 110,250 54,946,310
2024 1,000,000 21,094,956 3,642,750 61,500 25,799,206
E
2023 1,000,000 16,450,701 2,295,250 156,946 19,902,897
2022 1,000,000 21,681,666 3,575,500 62,415 26,319,581
2024 960,000 18,515,353 3,497,040 77,934 23,050,327
2023 960,000 12,848,921 2,243,520 152,277 16,204,718
2022 960,000 14,420,730 3,412,560 55,708 18,848,998
2024 1,000,000 18,684,175 3,642,750 112,868 23,439,793
2023 1,000,000 14,524,413 2,378,500 212,777 18,115,690
2022 993,333 18,753,465 3,551,664 110,277 23,408,739
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2024 850,000 0 9,040,931 2,023,680 120,092 12,034,703
2023 850,000 0 7,355,407 1,447,380 163,127 9,815,914
2022 850,000 1,500,000 7,131,582 2,133,840 105,036 11,720,458

2022
FASB ASC 718
2024 2023
2022

( )2024 2024 33.33% 2023

33.33% 2022 33.33%
( )2023 2023 33.33% 2022

33.33% 2021 33.33%

( )2022 2022 33.33% 2021

33.33% 2020 33.33%

2024
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© (©)
®
®
11,500 0 100,000 58,291 169,791
E. 11,500 0 50,000 0 61,500
B.
11,250 1,691 64,993 0 77,934
] 11,500 1,368 100,000 0 112,868
D.
10,719 971 108,402 0 120,092
(A) 401(k)
(®)
©
©)
2024 30
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©O1¢)
® ®) ®  (® *) Q)
€

2024

0| 7,500,000 | 15,000,000
2024PSA | 9/18/2023 1,907 | 50,850 | 152,550 19,616,533
2023PSA | 9/18/2023 2,390 [ 63,742 | 191,226 26,688,278
2022PSA | 9/18/2023 2,070 [ 55,209 | 165,627 24,931,581
2024 0| 2,500,000 [ 5,000,000
2024PSA | 9/18/2023 334 | 8,899 26,697 3,437,239
2023PSA | 9/18/2023 418 | 11,155 | 33,465 4,676,288
2022PSA | 9/18/2023 362 | 9,662 28,986 4,368,577
2024 9/18/2023 26,697 | 8,612,853
2024 0 | 2,400,000 | 4,800,000
2024PSA | 9/18/2023 317| 8,462 25,386 3,268,319
2023PSA | 9/18/2023 350 | 9,332 27,99 3,912,068
2022PSA | 9/18/2023 261| 6,956 | 20,868 3,145,387
2024 9/18/2023 25,385 | 8,189,579

0| 2,500,000 [ 5,000,000
2024
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2024PSA | 9/18/2023 296 | 7,882 23,646 3,044,423
2023PSA | 9/18/2023 371| 9,880 29,640 4,141,935
2022PSA | 9/18/2023 321| 8,557 | 25,671 3,869,263
2024 9/18/2023 23,646 | 7,628,554
2024 0| 1,700,000 [ 3,400,000
2024PSA | 9/18/2023 143| 3,814 11,442 1,473,158
2023PSA | 9/18/2023 179 | 4,781 14,343 2,004,103
2022PSA | 9/18/2023 155 | 4,141 12,423 1,872,312
2024 9/18/2023 11,442 | 3,691,359
2017
2024
2024
2024
2024 2023 2022 33.33%
2024
10% S&P500
25%
FASB ASC 718
2024 2024 2023
2022 33.33%
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2024 30
2024 30
o @
® @
®)
®
9/15/2020 4,157 1,857,971
9/14/2021 260,949 116,631,156
9/19/2022 382,452 170,936,921
9/19/2023 152,550 68,182,223
9/14/2020 4,019 1,796,292
9/13/2021 10,870 4,858,347
9/13/2021 45,668 20,411,313
E.

9/19/2022 20,916 9,348,406
9/19/2022 66,930 29,914,364
9/18/2023 26,697 11,932,224
9/18/2023 26,697 11,932,224
9/14/2020 2,495 1,115,140
9/13/2021 7,827 3,498,278
9/13/2021 32,881% 14,696,163

B. 9/19/2022 17,498 7,820,731
9/19/2022 55,992 25,025,624
9/18/2023 25,385 11,345,826
9/18/2023 25,386 11,346,273
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9/14/2020 3,492 1,560,749
9/13/2021 9,628 4,303,235
9/13/2021 40,448 18,078,234
9/19/2022 18,526 8,280,196
9/19/2022 59,280 26,495,196
9/18/2023 23,646 10,568,580
9/18/2023 23,646 10,568,580
11/11/2020 20,781 9,288,068
11/11/2020 2,165 967,647
9/13/2021 4,659 2,082,340
9/13/2021 19,573® 8,748,152
9/19/2022 8,964 4,006,460
9/19/2022 28,686 12,821,208
9/18/2023 11,442 5,114,002
9/18/2023 11,442 5,114,002
25%
12.5%
28 446.95
2024 2023 2024 30
SEC
2024 30 2024 31 2022 PSA

2024 31 2024 28

11 11 25%
2024 30

2003
(€))
®
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132,875 44,011,776
E. 79,820 27,175,356
B. 52,789 18,034,244
L. 69,451 23,654,555
D. 58,865 20,638,693

2024

2024 2024 2024 30
) @ ®
® ® ®
0 0 0
E 0 0 0
B 0 0 0
L. 0 0 0
D. 723,690 613,628 5,096,102
2024
- 3,993,688
75% 100%
2024 30
2024 30
2024 28 446.95
)

® ©® ©®
173,145,515 132,865,273 229,537,430
E. 46,205,035 0 67,779,968
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B. 38,094,245 0 56,966,459
L. 47,989,259 34,450,906 60,003,931
D. 30,996,923 0 38,535,135
1
6,403,006
CEO
2024 CEO 193,744 CEO
79,106,183 2024 CEO
408 1 1934 S-K 402 u
2024 30 Activision
Blizzard, Inc. 2024 11,825
i 2024
2024
2024
12
2024 30
2017 2001
a
o (@
@ (€)
)
@
) ©
88,596,698 $57.87 197,817,956
0 0
88,596,698 $57.87 197,817,956
1 2017 2001
FASB ASC 718 (
)
2
3 2024 30
67,795,754
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aka.ms/policiesandguidelines 2023
Deloitte & Touche LLP
(
GAAP )
2024
2024
2 1 10-Q 10-K 1

SEC
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2024

2024 30

GAAP
PCAOB SEC S-X 2-07

2024 30
10-K SEC

1986

2025

PCAOB

2024
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PCAOB
2025
2025
100
30
2024 2023 30
2024 2023
(€)) @ (€Y) @
$32,020,000 $18,423,000 $23,178,000 $10,081,000
$24,260,000 $6,564,000 $22,452,000 $5,691,000
$56,280,000 $24,987,000 $45,630,000 $15,772,000
@ Form 10-Q
SEC
Deloitte & Touche
@
2024 2023
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2024
$ 18,643,000
$ 6,334,000

$ 10,000

GAAP

EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

2023
$ 10,713,000
$ 5,049,000
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©
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30
2024 2023 2022

( ) ( ) ( )
$ 64,773 96,777 $ 64,699 96,667 $ 72,732 108,669
180,349 269,459 147,216 219,955 125,538 187,566
245,122 366,237 211,915 316,622 198,270 296,235
15,272 22,818 17,804 26,601 19,064 28,484
58,842 87,916 48,059 71,805 43,586 65,122
74,114 110,734 65,863 98,406 62,650 93,605
171,008 255,503 146,052 218,216 135,620 202,630
29,510 44,001 27,195 40,632 24,512 36,623
24,456 36,540 22,759 34,004 21,825 32,609
7,609 11,369 7,575 11,318 5,900 8,815
109,433 163,504 88,523 132,262 83,383 124,583
(1,646) (2,459) 788 1,177 333 498
107,787 161,045 89,311 133,440 83,716 125,080
19,651 29,361 16,950 25,325 10,978 16,402
$ 88,136 131,684 $ 72,361 108,115 $ 72,738 108,678
$ 11.86 1,772 $ 9.72 1,452 $ 9.70 1,449
$ 11.80 1,763 $ 9.68 1,446 $ 9.65 1,442

7,431 7,446 7,496

7,469 7,472 7,540
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( ) ( ( )

$ 88,136 131,684 $ 72,361 $ 72,738 108,678

24 36 (14) 6 9
957 1,430 (1,444) (5.360) (8,008)
(228) (341) (207) (1,146) 1,712)
753 1,125 (1,665) (6,500) 9,712)

$ 88,889 132,809 $ 70,696 $ 66,238 98,966
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2024 30 2023 30
) ( )
$ 18,315 27,364 $ 34,704 51,851
57,228 85,504 76,558 114,385
75,543 112,869 111,262 166,237
830
56,924 85,050 48,688 72,745
1,246 1,862 2,500 3,735
26,021 38,878 21,807 32,582
159,734 238,659 184,257 275,298
76,421
135,591 202,587 95,641 142,897
18,961 28,330 14,346 21,434
14,600 21,814 9,879 14,760
119,220 178,127 67,886 101,428
27,597 41,233 9,366 13,994
36,460 54,475 30,601 45,721
$ 512,163 765,223 $ 411,976 615,533
$ 21,996 32,864 $ 18,095 27,036
6,693 10,000 0 0
2,249 3,360 5,247 7,840
12,564 18,772 11,009 16,449
5,017 7,496 4,152 6,204
57,582 86,033 50,901 76,051
19,185 28,664 14,745 22,031
125,286 187,190 104,149 155,609
42,688 63,780 41,990 62,737
27,931 41,732 25,560 38,189
2,602 3,888 2,912 4,351
2,618 3,912 433 647
15,497 23,154 12,728 19,017
27,064 40,436 17,981 26,865
243,686 364,001 205,753 307,416
24,000
7,434

100,923 150,789 93,718 140,024
173,144 258,694 118,848 177,571
(5.,590) (8.352) (6,343) (9,477)
268,477 401,131 206,223 308,118
$ 512,163 765,223 $ 411,976 615,533

30
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2024 2023 2022
( ) ( ) ( )
$ 88,136 131,684 $ 72,361 108,115 $ 72,738 108,678
22,287 33,299 13,861 20,710 14,460 21,605
10,734 16,038 9,611 14,360 7,502 11,209
305 456 196 293 (409) (611)
4,738)  (7,079) (6,059)  (9,053) (5,702)  (8,519)
(7,191)  (10,744) (4,087)  (6,106) (6,834)  (10,211)
1,284 1,918 1,242 1,856 (1,123)  (1,678)
(1,648)  (2,462) (1,991)  (2,975) (709)  (1,059)
(6,817)  (10,185) (2,833)  (4,233) (2,805)  (4,191)
3,545 5,297 (2,721)  (4,065) 2,943 4,397
5,348 7,990 5,535 8,270 5,109 7,633
1,687 2,521 (358) (535) 696 1,040
4,867 7,272 2,272 3,395 2,344 3,502
749 1,119 553 826 825 1,233
118,548 177,123 87,582 130,856 89,035 133,027
5,250 7,844 0 0 0 0
24,395 36,449 0 0 0 0
(29,070)  (43,433) (2,750)  (4,109) (9,023)  (13,481)
2,002 2,991 1,866 2,788 1,841 2,751
(17,254)  (25,779) (22,245)  (33,236) (32,696)  (48,851)
(21,771)  (32,528) (19,800)  (29,583) (18,135)  (27,096)
(1,309)  (1,956) (1,006)  (1,503) (863)  (1,289)
(37,757)  (56,413) (43,935)  (65,643) (58,876)  (87,967)
(44,477)  (66,453) (28,107)  (41,995) (23,886)  (35,688)
(69,132)  (103,290) (1,670)  (2,495) (22,038)  (32,927)
(17,732)  (26,493) (37.651)  (56,254) (26,456)  (39,528)
24,775 37,016 33,510 50,067 16,451 24,579
10,894 16,277 14,354 21,446 28,443 42,497
(1,298)  (1,939) (3,116)  (4,656) (2,825)  (4,221)
(96,970) (144,883) (22,680)  (33,886) (30,311)  (45,288)
(210) (314) (194) (290) (141) (211)
() (16,389)  (24,487) 20,773 31,037 (293) (438)
34,704 51,851 13,931 20,814 14,224 21,252
$ 18,315 27,364 $ 34,704 51,851 $ 13,931 20,814
30
2024 2023 2022

123/215



EDINETOOOO

OO000O0000o0O0oOodno(eessLy)

OooooOodd
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$ 93,718 140,024 $ 86,939 129,896  $ 83,111 124,176
2,002 2,991 1,866 2,788 1,841 2,751
(5.712) (8.534) (4,696) (7,016) (5.688) (8,498)
10,734 16,038 9,611 14,360 7,502 11,209
181 270 0 3) 173 258
100,923 150,789 93,718 140,024 86,939 129,896
118,848 177,571 84,281 125,924 57,055 85,246
88,136 131,684 72,361 108,115 72,738 108,678
(22,293) (33,308) (20,226)  (30,220) (18,552)  (27,719)
(11,547) (17,252) (17,568)  (26,248) (26,960)  (40,281)
173,144 258,694 118,848 177,571 84,281 125,924
(6,343) (9,477) (4,678) (6,989) 1,822 2,722
753 1,125 (1,665) (2,488) (6,500) 9,712)
(5,590) (8.352) (6,343) (9,477) (4,678) (6,989)
$ 268,477 401,131  $ 206,223 308,118  $ 166,542 248,830
$  3.00 448 $  2.72 406 $  2.48 371
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GAAP

2024
Microsoft 365
2025

Form 8-K 2025
13 19

2024 Form 10-K

SSP

2022

2023
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Office 365

Azure Dynamics 365

LinkedIn

SA SA

SA
SA SA

126/215



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)
oOoOooodn

19
Office 365
Office 365
SSP SA
SSP
SSP SSP
SSP
SSP
SSP SSP
SA
SA
LinkedlIn
Office 365 Xbox Windows
Dynamics

13
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30 60
2024 30 2023 30 49 45
30

2024 2023 2022
$ 716 $ 710 $ 798
386 258 157
(218) (252) (245)
$ 884 $ 716 $ 710

30

2024 2023 2022
$ 830 $ 650 $ 633
54 66 77
$ 884 $ 716 $ 710

2024 30 2023 30
105 92

2024 30
2023 30 45 53
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50
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2024 Inflection Al, Inc.

Reprogrammed Interchange LLC
Greylock Ventures

10

2023 11 FASB

2025

2023 12 FASB

2026

EPS
EPS

EPS
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30

2024 2023 2022
() $ 88,136 $ 72,361 $ 72,738
) 7,431 7,446 7,496
38 26 44
) 7,469 7,472 7,540
/ $ 11.86 $ 9.72 $ 9.70
« / $ 11.80 $ 9.68 $ 9.65

EPS
C )
30

2024 2023 2022
$ 3,157 $ 2,994 $ 2,094
(2,935) (1,968) (2,063)
( (118) 260 461
(187) (456) (52)
) (244) 181 (75)
(1,319) (223) (32)
$ (1,646) $ 788 $ 333

C )
30

2024 2023 2022
$ 22 $ 36 $ 162
(98) (124) (138)
23 (10) (81)
$ (53) $ (998) $ (57)
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C )
30
2024 2023 2022
$ 18 $ 75 $ 29
146 303 509
(229) (20) (20)
$ (65) $ 358 $ 518
2024 30
$ 4,666 $ 0 $ 0 $ 4,666 $ 4,666 $ 0 $ 0
1,547 0 0 1,547 1,503 44 0
49,603 4 (2,948) 46,659 14 46,645 0
17 0 0 17 0 17 0
319 3 (16) 306 0 306 0
944 3 (35) 912 0 912 0
9,106 28 (318) 8,816 0 8,816 0
1,641 0 @) 1,640 0 140 1,500
262 0 (13) 249 0 249 0
104 0 Qan 87 0 87 0
$ 68,209 $38 $(3,348) $64,809 $ 6,183 $ 57,216 $ 1,500
$ 3,547 $ 561 $ 0 $ 2,986
10,114 0 0 10,114
$13,661 $ 561 $ 0 $ 13,100
$ 11,571 $ 11,571 $ 0 $ 0
@ 12 0 12 0

$ 90,143 $ 18,315 $ 57,228 $ 14,600
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2023 30
$ 16,589 $ 0 $ 0$ 16,589 $ 12,231 $ 4,358 $ 0
2,701 0 0 2,701 2,657 44 0
65,237 2 (3,870) 61,369 2,991 58,378 0
2,703 0 0 2,703 894 1,809 0
498 1 (24) 475 0 475 0
824 1 (39) 786 0 786 0
10,809 8 (583) 10,234 0 10,234 0
120 0 0 120 0 120 0
285 1 (18) 268 7 261 0
103 0 (16) 87 0 87 0
$ 99,869 $13 $ (4,550)$ 95,332 $ 18,780 $ 76,552 $ 0
$ 10,138 $ 7,446 $ 0 $2,692
7,187 0 0 7,187
$ 17,325 $ 7,446 $ 0 $9,879
$ 8,478 $ 8,478 $ 0 $ 0
® 6 0 6 0
$ 121,141 $ 34,704 $ 76,558 $ 9,879
@

2024 30 2023 30

39 42
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12 12
12 12

2024 30
$ 529 $(12) $45,821 $ (2,936) $ 46,350 $ (2,948)
79 O)) 180 14) 259 (16)
201 @ 409 (3%) 610 (35)
1,310 ) 5,779 (310) 7,089 (319)
38 @ 243 (29) 281 (30)
$ 2,157 $ (25) $52,432 $(3,323) $54,589 $ (3,348)

12 12

2023 30
$ 7,950 $ (336) $45,273 $ (3,534) $53,223 $ (3,870)
77 G) 391 (19) 468 (24)
257 5) 412 (3%) 669 (39)
2,326 (49) 7,336 (534) 9,662 (583)
111 ) 186 31) 297 (34)
$ 10,721 $ (398) $53,598 $ (4,152) $ 64,319 $ (4,550)

2024 30

2024 30
$ 19,815 $ 19,59
38,954 36,779
10 8,028 7,242
10 1,412 1,282
$ 68,209 $ 64,899
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442

2024 30 2023 30
$ 1,492 $ 1,492
1,100 1,078
7,167 7,874
31,793 25,159
4,016 3,867
2,165 2,154
2,113 1,224
811 581
2024 30 2023 30
$ 24 $ (76) $ 34 $ (67)
19 0 16 0
213 (230) 249 (332)
63 (491) 165 (400)
12 ®3) 5 (6)
331 (800) 469 (805)
(151) 152 (202) 206
0 (104) 0 (125)
$ 180 $ (752) $ 267 $ (724)
$ 12 $ 0 $ 6 $ 0
149 0 245 0
19 0 16 0
0 (401) 0 (341)
0 (351) 0 (383)
$ 180 $ (752) $ 267 $ (724)
2024 30 304 800 2023 30

804
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2023

30

30
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$0 $ 327 $ 4 $ 331
€Y (799 0 (800)
0 462 7 469
0 (805) 0 (805)
« )
30
2024 2023 2022
$ 0 $ 0 $ 49
0 0 (50)
0 0 4
(23) (65) (92)
(25) 38 108
(48) 61 (79)
367 (73) 383
) (420) 13
(15) (41) (85)
C X )
30
2024 2023 2022
$ (14) $ 34 $ (57)
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2024 30 2023 30
$ 3% $ 709
7 23
845 1,768
$ 1,246 $ 2,500
2024 30 2023 30
$ 8,163 $ 5,683
93,943 68,465
9,59 8,537
93,780 74,961
6,532 6,246
212,012 163,892
(76,421) (68,251)
$ 135,591 $ 95,641
2024 2023 2022 152 110 126
2024 30 354
2023 10 13 Activision Blizzard, Inc.
754

PC

141/215
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$ 12,976
50,969
21,969

2,501
(2,799)
(1,914)
(4,677)
(3,617)

$ 75,408

$ 11,619 24
9,689
661
$ 21,969 15
2024 30
$ 5,729
(1,362)
30
2024 2023
$ 247,442 $ 219,790
88,308 71,383
11.82 9.55




2022

@

®)

@)

()

2015

Al

2022 12 31

2017
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ooooooo
Nuance Communications, Inc.
188
Al

$ 16,326

4,365

42

(1,972)

$ 18,761

986

$ 2,610
1,540
215

$ 4,365
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2022 2023 2024
30 30 30
$ 31,395 $ 11 $ (47) $31,359 $ 0 $ 2 $31,361
25,389 223 64 25,676 0 (28) 25,648
10,740 0 111 10,851  51,235® 125 62,011
$ 67,524 $ 234 $128 $67,886 $ 51,235 $99 $ 119,220
@ 510
12
2025
2024 2023 2022
2024 30 2023 30 113
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30
2024 2023
$ 16,500 $ (3,101) $ 13,399 $ 4,935 $ (2,473) $ 2,462
21,913 (10,741) 11,172 11,245 (7.589) 3,656
6,038 (3,051) 2,987 7,281 (4,047) 3,234
58 (19) 39 29 (15) 14
$ 44,500  $ (16,912)  $ 27,507 $ 23,490  $ (14,124) $ 9,366
) 220
2024 2023 2022
30
2024 2023
$ 11,619 24 $ 7
10,947 522
660 0
38 12
$ 23,264 14 $ 541
2024 2023 2022 48 25 20
2024 30
30
2025 $ 5,892
2026 4,471
2027 2,793
2028 1,909
2029 1,728
2030 10,804

$ 27,597
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11
2024 30 67 5.4
28 152
2023 30
2024 2023
30 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
2012 23 2042 3.50 3.57 454 454
2013 52 2043 3.75 -4.88 3.83 -4.92 314 1,814
2013 4 2028-2033 2.63 -3.13 2.69 -3.22 2,465 2,509
2015 238 2025-2055 2.70 -4.75  2.77 -4.78 9,805 9,805
2016 198 2026-2056 2.40 -3.95  2.46 -4.03 7,930 9,430
2017 171 ® 2026-2057 3.30 -4.50 3.38 -5.49 6,833 8,945
2020 101 ® 2030-2060 1.35 -2.68 2.53 -5.43 10,111 10,000
2021 82 2052-2062 2.92 -3.04  2.92 -3.04 8,185 8,185
2023 @ 2026-2050 1.35 -4.50  5.16 -5.49 56 0
2024 33 @ 2026-2050 1.35 -4.50  5.16 -5.49 3,344 0
51,221 52,866
(1,227) (438)
®) (81 (106)
(4,976) (5,085)
44,937 47,237
(2,249) (5,247)
$ 42,688 $ 41,990
@) 36 2024
(b)
2024 30 2023 30
423 462
2024 2023 2022
17 17 19

2024 30
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30
2025 $ 2,250
2026 3,000
2027 9,250
2028 0
2029 1,876
2030 34,845
$ 51,221

12
2024 2023 2022
$ 12,165 $ 14,009 $ 8,329
2,366 2,322 1,679
9,858 6,678 6,672
$ 24,389 $ 23,009 $ 16,680
$ (4,791) $ (6,146) $ (4,815)
(379) @17 (1,062)
432 564 175
$ (4,738) $ (6,059) $ (5,702)
$ 19,651 $ 16,950 $ 10,978
2024 2023 2022

$ 62,886 $ 52,917 $ 47,837
44,901 36,394 35,879
$ 107,787 $ 89,311 $ 83,716
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30
2024 2023 2022
21.0 21.0 21.0
(.4 (1.8) (1-3)
0 0 (3.9)
1.1 (1.3) 1.1
1.5 1.6 1.4
(€I 1.1 0.9)
1.1 0.7 1.9
1.1 0.8 0.5
0.7) 0.5 0.7)
18.2 19.0 13.1
2022
GILTI
2022
33
2024 2023
2022
2024 2023
83 81 2022
71 GILTI
2024 2024
IRS 2023-55
2023-80 2024 2023-55
2024 2024
2023-80 2024 2023
2022
2023 2024
2022 2023
2022 33
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30
2024 2023
$ 765 $ 681
4,381 3,131
1,741 1,441
4,159 9,440
6,504 5,041
3,717 3,296
9 373
11,442 6,958
426 489
33,144 30,850
(1,045) (939)
$ 32,099 $ 29,011
$ (6,503) $ (4,680)
(3,940) (2,674)
(1,837) (2,738)
(167) (89)
$ (12,447) $ (10,181)
$ 19,652 $ 19,730
$ 22,270 $ 20,163
(2,618) (433)
$ 19,652 $ 19,730
2024 30 476 899 26
2025 2044
2024 30 456
2025
2024 2023 2022 234
231 160
2024 2023 2022 30
228 1 156
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2024 2023 2022
196 144 133
2024 2023 2022 30
68 52 43 2024 2023 2022
15 918 36
30
2024 2023 2022
$ 17,120 $ 15,593 $ 14,550
(76) (329) (317)
1,903 1,051 1,145
@ 4,289 870 461
(464) (60) (246)
(12) ) 0
$ 22,760 $ 17,120 $ 15,593
() 2024 34
2014 2017 IRS 2004 2013
2023 26 IRS Notices of Proposed Adjustment NOPA
NOPA NOPA IRS 289
2024 30
IRS NOPA
12

12

1996 2023
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30
2024 2023
$ 43,599 $ 38,983
13,683 13,162
2,902 1,668
$ 60,184 $ 53,813
2024 30
$ 53,813
148,701
(142,330)
$ 60,184
2024 30
2,690
12
17
30
2024 2023 2022
$ 3,555 $ 2,875 $ 2,461
$ 1,800 $ 1,352 $ 980
734 501 429
$ 2,534 $ 1,853 $ 1,409
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30
2024 2023 2022
$ 3,550 $ 2,706 $ 2,368
734 501 429
1,286 1,056 896
6,703 3,514 5,268
11,633 3,128 4,234
30
2024 2023

$ 18,961 $ 14,346
$ 3,580 $ 2,409
15,497 12,728
$ 19,077 $ 15,137
$ 32,248 $ 20,538
(6,386) (4,647)
$ 25,862 $ 15,891
$ 2,349 $ 1,197
24,796 15,870
$ 27,145 $ 17,067

12 11

3.3 2.9

3.9 3.4

2024 30
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30
2025 $ 4,124 $ 3,311
2026 3,549 3,021
2027 2,981 3,037
2028 2,405 3,026
2029 1,924 2,638
2030 6,587 19,116
21,570 34,149
(2,493) (7,004)
$ 19,077 $ 27,145

2024 30
86 1,084
2025 2030 20
15
Oy Microsoft Mobile Oy
45
12 2009
FCcC
FCC
FCC
2013
2014
2016 10
2022 2023
2023
2023 12 2024
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2018 1DPC LinkedIn
GDPR LinkedlIn
2023 IDPC Linkedln
GDPR 2024 IDPC Linkedln
1DPC
2024 30 641
600
16
30
2024 2023 2022
7,432 7,464 7,519
34 37 40
(32) (69) (95)
7,434 7,432 7,464
2019 18 400
2020 2021 11
2021 14 600
2019 18 2021 11
2024 30 600 103
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30

2024 2023 2022

11 $ 3,560 17 $ 4,600 21 $ 6,200

7 2,800 20 4,600 20 6,233

7 2,800 18 4,600 26 7,800

7 2,800 14 4,600 28 7,800

32 $ 11,960 69 $ 18,400 95 $ 28,033

2022 2019 18
2022 2019 18
2021 14 2021 14
2024 2023 2022
53 38
47
C )
2024
2023 19 2023 11 16 2023 12 14 $ 0.75 $ 5,574
2023 11 28 2024 15 2024 14 0.75 5,573
2024 12 2024 16 2024 13 0.75 5,574
2024 12 2024 15 2024 12 0.75 5,575
$ 3.00 $ 22,296
2023
2022 20 2022 11 17 2022 12 $ 0.68 $ 5,066
2022 11 29 2023 16 2023 0.68 5,059
2023 14 2023 18 2023 0.68 5,054
2023 13 2023 17 2023 14 0.68 5,051
$2.72 $ 20,230
2024 12 2024 30

155/215



EDINETOOOO

OO000O0000o0O0oOodno(eessLy)

Ogoooood
17 [ QD)
30
2024 2023 2022
$ @D $ (13) $ (19
*
(15) 19 34 (57)
Cc )y C ) 48 (61) 79
) (10) 13 (16)
38 (48) 63
(©) 24 (14) 6
$ ®3) $  @n $ (13)
$ (3,582) $ (2,138) $ 3,222
« ) 247 (393)
(1,440) 915 (1,523) (5,405)
C D 53 99 57
(11) (20) (12)
42 79 45
258 (373)
(1,428) 957 (1,444) (5,360)
$ (2,625) $ (3,582) $ (2,138)
$ (2,734) $ (2,527) $ (1,381)
(228) (207) (1,146)
$ (2,962) $ (2,734) $ (2,527)
$ (5,590) $ (6,343) $ (4,678)
18
ESPP
30
2024 2023 2022
$ 10,734 $ 9,611 $ 7,502
1,826 1,651 1,293
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RSU PSU
PSU
30
2024 2023 2022
$ 068-0.75 $ 062-0.68 $ 0.56-0.62
3.8 -5.6 2.0 -5.4 0.03 - 3.6
96 $ 250.37
@ 41 339.46
42) 246.71
) 270.59
88 $ 292.28
2023 2022
PSU
30 203
2023 2022 339.46 252.59 291.22
2024 2023 2022
119 141 2024 30 129
ESPP
90 15
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2024 2023 2022
6 7 7
$ 339.46 $ 245.59 $ 259.55
2024 30 68 ESPP
401 (k)
2024 2023
2022 17 16 14
19
GAAP
Microsoft 365 Commercial Microsoft 365 Commercial Microsoft 365
Commercial Enterprise Mobility + Security Windows Commercial Power Bl

Exchange SharePoint Microsoft Teams Microsoft 365 Security and Compliance Microsoft Viva

Microsoft 365 Copilot Microsoft 365 Commercial Windows Commercial
Office
Microsoft 365 Consumer Microsoft 365 Consumer Office
LinkedIn
Dynamics Dynamics 365 ERP CRM Power Apps Power Automate
ERP CRM
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Azure Al
GitHub Nuance Healthcare

SQL Server Windows Server Visual Studio

System Center Client Access Licenses CALs

Industry Solutions
Nuance Microsoft
Windows Windows Windows OEM OEM Windows Pro
non-Pro Windows Internet of Things Surface

HoloLens PC
Xbox Xbox
Xbox Game Pass

Xbox Cloud Gaming

Bing Copilot Microsoft News Microsoft Edge
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30
2024 2023 2022
$ 106,820 $ 94,151 $ 84,635
87,464 72,944 63,029
50,838 44,820 50,606
$ 245,122 $ 211,915 $ 198,270
$ 59,661 $ 50,074 $ 43,163
37,813 28,411 25,810
11,959 10,038 14,410
$ 109,433 $ 88,523 $ 83,383
2022 10
30
2024 2023 2022
$ 124,704 $ 106,744 $ 100,218
120,418 105,171 98,052
$ 245,122 $ 211,915 $ 198,270
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2024 2023 2022
$ 79,828 $ 65,007 $ 55,414
Microsoft 365 Commercial 76,969 66,949 59,926
21,503 15,466 16,230
Windows 17,026 17,147 22,628
LinkedIn 16,372 14,989 13,631
12,306 12,125 11,526
7,594 7,900 7,605
Dynamics 6,831 5,796 4,800
Microsoft 365 Consumer 6,648 6,417 6,277
45 119 233
$ 245,122 $ 211,915 $ 198,270
Microsoft 365 Commercial Azure LinkedIn
Dynamics 365 Microsoft 2024 2023 2022
1,377 1,116 914 Microsoft 365
Commercial LinkedIn Dynamics
10
30
2024 2023 2022

$ 186,106 $ 114,380 $ 106,430
115,263 72,859 59,938
$ 301,369 $ 187,239 $ 166,368
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

INCONE STATENMENTS
[.1 il e, lﬂ(i‘]t P share Imou‘rﬁ]
Yaar Ended Juns 39, 2024 2023 022
Revenue:
Product ES 64773 5 B4.698 5 72732
Service and other 180,349 147,216 126,538
Total revenue 245122 211,15 198,270
Cost of revenue:
Product 15,272 17,804 19,064
Sanvice and other 58,842 48,059 43,586
Total cost of revenue 74,114 65,863 62,650
Gross margin 171,008 146,052 135,620
Research and development 29,510 27,185 24,512
Zales and marketing 24,456 22,759 21,825
General and adrmini strative 7,609 7,575 5,900
Operating income 109,433 88,523 83,383
Cher income (expense), met (1,646) TEB 333
Income before income taxes 107,787 8831 83716
Provizion for income taxes 19,651 16,950 10,978
Met income ] ER136 3 72381 % 72738
Earnings per share:
Basic -1 1.8 3% a7z % .70
Diluted -] 11.80 3 968 35 8.65
Weighted average shares outstanding:
Basic 743 7 446 7496
Ciluted 7460 7,472 7,540

Refer to accompanying notes.
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COMPREHENSIVE INCOME STATEMENTS
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(I milliors]
Yaar Erdesd Junss 30, 2024 frad e adred
Met income ] ER136 35 72381 % 72738
Other comprehansive income (Joss), met of bax:
Mat change related to derivatives 24 {14} (4
Met change related to investments 957 (1,444 (5,360)
Translation adustments and other (22B) (207) (1,148}
Ciher comprehensive income (loss) 753 {1,665) {6,500
Comprehensive income $ gags0 3 TOB9B 5 66,238

Rafer to accompanying notes.
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BALANCE SHEETS
(i millio ]
e 30, Frar it | 2023
Assets
Current assats:
Cash and cash equivalents 5 18315 35 34,704
Short-term investments 57,228 76,558
Total cash, cash equivalents, and short-term investmeants 75543 111,282
Accounts receivable, net of allowance for doubtful accounts of $830 and $850 56,924 48,688
Inventories 1,246 2,500
Othaer current assets 26,021 21,807
Total current assets 159,734 184,257
Property and equipment, net of accumulated depreciation of $76,421 and 368,251 135,591 85,641
Cperating lease right-ofuse assets 18,961 14,345
Equity and other investrments 14,600 9879
Goodwill 119,220 67,886
Intangible assets, net 27,597 9,366
Cther long-term assels 36 460 30,601
Total aszeks H3 512,163 5 411,876
Liabilities and stockholders' equity
Current Babilities:
Accounts payable £ 21,996 35 18,085
Short-term debt 6,693 o
Current portion of long-term dabt 2,249 5,247
Accrued compensation 12,564 11,009
Short-term income taxes 5017 4,152
Short-term unearned revenue 57,582 50,901
Other current iabalities 19,185 14,745
Total current liabilites 125,286 104, 149
Long-term debt 42 688 41,990
Long-term income taxes 27,83 25,560
Long-term unearned revenue 2,602 2912
Defarred income tades 2618 433
Operating lease liabilties 15497 12728
Cther leng-term liabilities 27,064 17,981
Tetal liabilities 243,686 205,753
Commitments and contingencies
Stockholders' equaty:
Common stock and paidin capital = shares autharized 24, 000; outstanding 7,434 and 7 432 100,923 93,718
Retained eamings 173,144 118,848
Accurnulated other comprehensive loss (5,580) (6,343)
Total stockholders” equity 268 ATT 206,223
Total liakilities and stockholders’ equity -] 512163 5 411,876

Refer to accompanying notes.

n
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CASH FLOWS STATEMEN TS

(I milliors]
Yaar Erdesd Juns 30, 2024 frad e aired
Operations
Met income $ £2136 3 72381 % 72738
Adpstments to reconcile net income to net cash from operations:
Depreciation. amortization, and other 22287 13,881 14,460
Stock-based compensation expense 10734 2611 7,502
Net recognized losses (Gains) on investments and denvatives 305 196 (409
Deferred income taxes (4,738) (&,059) (5,702}
Changes in operating assets and liabilities:
Accounts receivable (7.191) (4,087) {6,834)
Inventories 1,284 1,242 (1,123}
Other current assets (1,648) 1.991) (709}
Other leng-term assets (6,817) (2,833) {2,805}
Accounts payable 3,545 {2,721) 2843
Unearned revenue 5,348 5,535 5109
Income taxes 1,687 (358) 696
Othier current Babiliies 4,867 2272 2,344
Other long-term liabilities 7449 553 825
Met cash from cperations 118,548 B7 582 89,035
Financing
Proceeds from issuance of debt, matunties of 90 days or less, net 5,250 0 1]
Proceeds from issuance of debt 24,395 o 0
Repayrments of dekbt (29,070) (2,750) (8,023)
Common stock issued 2,002 1,886 1.841
Common stock repurchased {17,254) {22,245) {32,696)
Comman stock cash dividends paid (21,771) {19,800} {18,135}
Cther, nat {1,300) {1,006) {BE3)
Met cash used in financing (37,757) {43,935 {58876}
Investing
Additions to property and equipment {44477) (28,107 {23,886)
Acquisition of companies, net of cash acquired, and purchases of intangible and other
assats {69,132) {1,670} {22038}
Purchases of investments (17,732) {37,851) {26,456
Maturities of investments 24,775 3350 16,451
Zales of investments 10,894 14,354 28,443
Other, net {1,298) {3.118) (2,825)
Met cash used in investing {96,970) {2,680) (30,311}
Effect of foreign exchange rates on cash and cash equivalents (210) (194) (141}
Met change in cash and cash equivalents (16,389) 20,773 {283)
Cash and cash equivalents, beginning of perod M7 13,931 14,224
Cash and cash equivalents, end of period s 18315 35 M4 5 13,931
Refer to accompanying notes.
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STOCKHOLDERS' EQUITY STATEMENTS
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Yaar Erdesd Junss 30, 2024 frad e aired
Common stock and pald-in capital
Balance, beginning of period $ 93718 35 B5939 5 83,111
Commeon stock issued 2,002 1,866 1,841
Common stock repurchased (5,712} {4,626 {5,688}
Sock-based compensation expense 1074 2611 7,502
Cither, net 181 (2} 173
Balance, end of period 100,923 83,718 86,939
Retained eamings
EBalance, beginning of period 118,848 84,281 57,085
Met income BE 136 72,381 72738
Common stock cash dividends {22,203) {20,228) {18,552}
Commaon stock repurchased (11,547) {17,568) {26,960)
Balance, end of period 173,144 118,848 84,281
Accumulated other comprehensive loss
Balance, beginning of period {6,343) {4,678} 1,822
Cther comprehensive income (Joss) 753 {1,665) (6,500)
Balance, end of period (5,590) {6,343) (4,678
Total stockholders' equity 5 268477 5 206223 § 166,542
Cash dividends declared per common share - 00 35 272 § 248

Refer to accornpanying notes.
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NOTES TO FINANCIAL STATEMENTS
HOTE1 — ACCOUNTING POLICIES
Accounting Principles

Our consolidated financial statements and accompanying notes are prepared in accordance with accounting principles generally accepted in
the United States of America ("GAAPT.

Principles of Consolidation

The consolidated financial statements include the accounts of Microsoft Corporation and its subsidiaries. Intercompany transactions and
balances have been eliminated.

Recast of Certain Prior Period Information

In August 2024, we anncunced changes to the composition of our segments. These changes align our segments with how we cumently
manage our business, mast notably bringing the commercial components of Microsoft 365 together in the Productivity and Business
Processes segment. Beginning in fiscal year 2025, the information that our chief operating decision maker is regularly provided and reviews
for purposes of allocating rescurces and assessing performance reflects these segment changes, The segment information in this Form 8K
has been recast to conform to the way we internally manage and monitor our business during fscal year 2025 These changes prrmarily
impacted Mote 9 — Goodwill, Note 13 — Uneamed Revenue, and Note 19 — Segment Information and Geographic Data.

As disclosed in our 2024 Form 10-K. we also previously recast certain other prior pericd amounts to conform to the cumrent period
presentation.

The recast of prior period information had no impact on our consolidated balance sheets, consolidated income statements, or consolidated
cash flows statements.

Estimates and Assumptions

Preparing financial statements requires management to make sstmates and assumplions that affect the reported amounts of assets,
liabilities, revenue, and expenses. Examples of estimates and assumptions include; for revenue recognition, determining the nature and
timing of satisfaction of performance cbiigations, and determining the standalone selling price ("5SF7) of performance obligations, variable
consideration, and other obligations such as product returns and refunds, loss contingencies; product warranties, the fair value of andior
potential impairment of goodwill and intangible assets for our reporting units, product life cycles; useful lives of cur tanghble and intangible
assets; allowances for doubtful accounts; the market value of and demand for, our inventory, stock-based compensation forfeiture rates;
when technological feasibility is achieved for our products; the potential outcome of uncertain tax positions that have been recognized in our
consolidated financial statements or tax retumns; and determining the timing and amount of impairments for investments. Actual results and
outesmes may differ Fom management's estimates and assumptions due to risks and uncertainties,

In July 2022 we completed an assessment of the useful lives of our server and network equipment. Due to investments in software that
increased efficiencies in how we operate cur server and network equipment, as well as advances in technology, we determinad we should
increase the estimated useful lves of both server and network equipment from four years to six years, This change in accounting estimate
was effective beginning fiscal vear 2023.

Foreign Currencies

Aszets and liabilities recorded in foreign currencies are translated at the exchange rate on the balance sheet date. Revenue and expenses
are translated at average rates of exchange prevasling during the year. Translation adjustments resulting from this process are recorded to
other comprehensive income,
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Revenue
Product Revenue and Service and Other Revernue

Product revenue includes sales from operating systems, cross-device productivity and collaborabion applications, server applications,
business sclution applications, desktop and server management tools, software development bools, video games, and hardware such as
PCs, tablets, gaming and entertainment consoles, other intelligent devices, and related accessories.

Service and other revenue includes sales from cloud-based selutions that provide customers with software, services, platforms, and content
such as Office 365, Azure, Dynamics 365, and gaming; solution support; and consulting services. Service and other revenue also indudes
sales from online advedising and Linkedin.

Revenue Recognition

Revenue is recognized upon transfer of control of promized products or services to customers in an amount that reflects the consideration we
expect to receive in exchange for those products or services. We enter into coniracts that can include various combinations of products and
services, which are generally capable of being distinct and accounted for as separate performance obligations. Revenue is recognized net of
allewances for retums and any taxes collacted from customers, which are subsacuently remitted to governmental authonties,

Mature of Products and Senices

Licenses for on-premises software provide the customer with a right to use the software as it exists when made available to the customer.
Customers may purchase parpetual licenses or subscribe to licenses, which provide customars with the same functionality and differ mainky
in the duration over which the customer benefits from the software. Revenue from distinct on-premises licenses is recognized upfront at the
point in time when the software is made available to the customer, In cases where we allocate revenue to software updates, primarily
because the updates are provided at no additional charge, revenue is recognized as the updates are provided, which is generally ratably
over the estimated life of the related device or license.

Certain volume licensing programs, including Enterprise Agreements, include on-premises licenses combined with Software Assurance
("SA7), SA conveys rights to new software and upgrades released over the confract pericd and provides support, tools, and training to help
customers deploy and use products more afficiently. On-premises licenses are considered distinet performance obligations when sold with
SA. Revenue allocated to S& is generally recognized ratably over the contract period as customers simultaneously consume and receive
benefits, given that SA comprises distinct performance obligations that are satisfied 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 a subscription or consumption basis. Revenue related to cloud services provided on a subscrption basis is recognized
ratably over the contract period. Revenue related to cloud senvices provided on a consumption basis, such as the amount of storage used in
a period, is recognized based on the customer utilization of such resources. When cloud services require a significant level of integration and
interdepandency with soflware and the indvidual components are not considered distinet, all revenue is recognized over the period in which
the cloud services are provided.

Revenue from search advertising is recognized when the advertisement appears in the search results or when the action necessary to sarn
the revenue has been completed. Revenue from consulting services is recognized as services are provided,

Qur hardware is generally highly dependent on, and interrelated with, the underlying operating system and cannct function without the
operating system. In these cases, the hardware and software license are accounted for as a single performance obligation and revenue is
recognized at the point in time when ownership is transferred to resellers or directly to end customers through retail stores and online
marketplaces.

Refer to Mote 18 — Segment Information and Geographic Data for further information, including revenue by significant product and service
offering.
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Significant Judgments

Qur contracts with customers often include promises to transfer multiple products and services to a customer. Determining whether products
and services are considerad distinct performance obligations that should be accounted for separately versus together may requine significant
judgment. When a clouwd-based service includes both on-premises software licenses and cloud services, judgment is required to determine
whether the software license is considered distinct and accounted for separately, or not distinct and accounted for together with the cloud
service and recognized over time, Centain cloud services, pamarily Office 365, depend on a significant level of integration, interdependency,
and interrelation between the desktop applications and cloud services, and are accounted for together as one performance obligation.
Revenue from Office 365 is recognized ratably over the period in which the clowd senvices are provided.

Judgment is required to determing the SSP for each distinet performance obligation, VWe use a single amount to estimate SSP for items that
are not sold separately, including on-premises licenses sold with 34 or software updates provided at no additional charge. We use a range of
amounts to estimate SSP when we sell each of the products and services separately and need to determine whether there is a discount to be
allocated based on the relative SSP of the various products and services,

In instances where SSP is not drectly cbservable, such as when we do not sell the product or service separately, we determine the SSP
using information that may include market conditions and other cbservable inputs. We typically have more than one SSP for individual
products and services due to the stratification of those products and services by customers and circumstances, |n thess instances, we may
use information such as the size of the customer and geographic regicn in determining the S5P.

Due to the various benefits from and the nature of our SA program, judgment is required to assess the pattern of delivery, including the
exgrcise pattem of certain benefits across cur postfolio of customers.

Our products are generally sold with a right of retum, we may provide other credits or incentives, and in certain instances we estimate
customer usage of our products and services, which are accounted for as variable consideration when determining the amount of revenue to
recognize. Retuns and credits are estimated at contract inception and updated at the end of each reporting pericd if additional information
becormes available. Changes to our estimated vanable consideration were not matenal for the periods presented,

Caontract Balances and Other Recefvables

Timing of revenue recognition may differ from the iming of invoicing to customers. We record a receivable when revenue is recognized prior
to imvolcing, of uneamed revenue when révenue s recognized subseguent to invaicing. For mulli-year agresments, we generally invaice
customers annually at the beginning of each annual coverage pericd. We record a receivable related to revenue recognized for multi-year
on-premeses licenses as we have an unconditional right to invoice and receive payment in the future related to those licenses.

Unearned revenue comprizes mainky uneamed revenue related to volume licensing programs, which may indude 54 and cloud senvices,
Unearned revenue is generally invoiced annually at the beginning of each contract period for multi-year agreements and recognized ratably
over the coverage period. Uneamed revenue also includes payments for consulting services to be performed in the future, Linkedin
subscriptions, Office 365 subscriptions, Xbox subscriptions, WVindows post-delivery support, Dynamics business solutions, and octher
offerings for which we have been paidin advance and earm the revenue when we transfer control of the product or service.

Refer to Mote 13 = Uneamed Revenue for further information, including unearned revenus by segment and changes in uneamed revenue
during the pericd.

Payment ternrs and conditions vary by contract type, although terms generalty include a requirement of payment within 30 to 60 days, In
instances where the timing of revenue recognition differs from the timing of inveicing, we have determined our contracts generally do not
include a significant financing component. The primary purpose of our inveicing terms is to provide customers with simplified and predictable
ways of purchasing our products and services, not to receive financing from our custamers or to provide customers with financing. Examples
inelude invoicing at the beginning of a subscnption term with revenue recognized ratably over the contract period, and mult-year on-premises
licenses that are invoiced annually with revenue recognized upfront,
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As of June 30, 2024 and 2023, longterm accounts receivable, net of allowance for doubtful accounts, was 34.9 billion and 54.5 billion,
respectively, and is included in cther long-term assets in our consclidated balance sheets.

The aliowance for doubtful accounts reflects our best estimate of probable losses inherent in the accounts receivable balance. We determine
the allowance based on known troubled accounts, historical experience, and other currently available evidence.

Activity in the allowance for doubtful accounts was as follows:

(i millions)

Year Ended Juns 30, 2024 2023 2022

Balance, beginning of period 5 76 3 70 3 798
Charged to costs and other 386 268 167
Vikite- offs (218) (252) (245}

Balance, end of period 5 BB4 3 6 35 710

Allowanee for doubtful accounts included in our consolidated balance sheats:

(i millie s

June 30, 2024 2023 022

Accounts receivable, net of allowance for doubtful accounts 5 830 3 60 3 633

Cther long-term assets 54 86 7
Tatal 5 884 5 716 3§ 710

Asg of June 30, 2024 and 2023, other receivables related to activities to facilitate the purchase of server components were 310.5 billion and
382 billion, respectively, and are included in other current assets in our consolidated balance sheets,

We record financing receivables when we offer certain customers the option to acquire cur software products and services offerings through
a financing program in a limited number of countries. As of June 30, 2024 and 2023, our financing receivables, net were 34.5 billion and 35.3
billion, respectively, for short-term and long-term financing receivables, which are included in other current assets and other long-term assets
in our consolidated balance sheets. We record an allowance to cover expected losses based on troubled accounts, historical experience, and
other currently available evidenca.

Assets Recognized from Costs 1o Obtain a Contract with a Customer

We recognize an asset for the incremental costs of oblaining a contract with a customer if we expect the benefit of those costs to be longer
than one year. We have determined that certain sales incentive programs mest the requirements (o be capitalized. Total capitalized costs to
obtain a contract were immaterial during the periods presented and are included in other current and long-term assets in our consolidated
balance sheets.

Wi apply a practical expedient to expense costs as incurmed for costs to obtain a contract with a customer when the amortization period
would have been one year or less. These costs include our internal sales organization compensation program and certain partner sales
incentive programs as we have determined annual compensation is commensurate with annual sales activities.

Cost of Revenue

Cost of revenue incudes: manufacturng and distribution costs for products sold and programs licensed; operating costs related to product
support sarvice centers and product distribution centers; costs incumed to nclude software on PCs sold by anginal equipment manufacturers
{("QEM7), to drive traffic to our websites, and to acquire online advertising space; costs incurred to support and maintain cloud-based and
other online products and services, including datacenter costs and rovalties: warranty costs; inventory wvaluation adjstments; costs
associated with the delivery of consulting services; and the amortization of capitalized soffware development costs. Capitalized software
development costs are amortized over the estimated lives ofthe products.

B
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Product Warranty

We provide for the estimated costs of fulfiling our obligations under hardware and software warranties at the time the related revenue is
racognized. For hardware warranties, we estmate the costs based on historical and projected product faflure rates, historical and projected
repair costs, and knowledge of specific product failures (if any). The specific hardware warranty terms and conditions vary depending upon
the product sold and the country in which we do business, but generally include parts and labor over a period generally ranging from 30 days
to three years. For software warranties, we estimate the costs to provide bug fixes, such as security patches, over the estimated life of the
software. We regularly reevaluate cur estimates to assess the adequacy of the recorded warmranty liabilities and adust the amounts as
necessary.

Research and Development

Research and development expenses include payroll, employee benefits, stock-based compensation expense, and other headcount-related
expenses associated with product development Research and development expenses also include third-party development and
programming costs and the amortization of purchased sofware code and services content. Such 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
generally shortly before the products are released to production. Once technological feasibility is reached, such costs are capitalized and
amartized to cost of revenue over the estimated lives of the products,

Sales and Marketing

Sales and marketing expenses include payroll, employee benefits, stock-based compensation expense, and other headcount-related
expenses associated with sales and marketing persennel, and the costs of advertising, promations, trade shows, seminars, and cther
programs. Advertising costs are expensed as incurred. Advertising expense was 31.7 bilion, 5904 million, and $1.5 billion in Bzcal years
2024, 2023, and 2022 respectively.

Stock-Based Compensation

Compensation cost for stock awards, which include restricted stock units ("RSUs") and performance stock units (PSU=", is measured at the
fair value on the grant date and recognized as expense, net of estimated forfeitures, over the related service or performance period. The fair
value of stock awards is based on the quoted price of our common stock on the grant dabe less the present value of expected dividends not
received during the vesting period. We measure the fair value of PSUs using a Monte Carlo valuation model. Compensation cost for REUs is
recognized using the straight-line method and for PSUs is recognized using the accelerated method.

Compensation expense for the employee stock purchase plan ("ESPP7) is measured as the discount the employee is entiled to upon
purchase and is recognized in the period of purchase,

Income Taxes

Income tax expense includes U.5. and intermational income taxes, and interest and penalties on uncertain tax pesitions. Certain income and
expenses are not reported in tax retums and financial statements in the same year. The tax effect of such temporary differences is reported
as defarred income taxes. Deferred tax assets are reported net of a valuation allowance when it is mare likely than not that a tax benefit will
not be realized. All deferred income taxes are classified as longterm in cur consolidated balance sheets,

Financial Instruments
Investments

We consider all highly liguid interest-eaming investments with a maturity of three months or less at the date of purchase to be cash
equivalents. The fair values of these investments approsimate their carrying values. In general, investmeants with orignal maturiies of greater
than three months and remaining maturities of less than cne year are classified as short-term investments. Investments with maturbes
beyond one year may be classified as short-term based on their highly iquid nature and because such marketable securities represent the
imvestment of cash that is available for cument operations.
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Debt investments are classified as available-for-sale and realized gains and losses are recorded wsing the specific identification method,
Changes in fair value, excluding credit losses and impairments, are recorded in other comprehensive income, Fair value is calculated based
on publichy available market information or other estimates determined by management. If the cost of an investment exceeds its fair value,
we evaluate, among other factors, general market conditions, credit quality of debt instrument issuers, and the extent to which the fair value
is less than cost. To determine credit losses, wa employ a systematic methodology that considers available quantitative and qualitative
evidence. In addition, we consider specific adverse conditions related to the financial health of, and business outlock for, the investee. If we
have plans to sell the securty or it is more likely than not that we will be required to sell the security before recovery, then a decline in fair
value below cost is recorded as an impairment charge in other income (expense), net and a new cost basis in the investment is established.
If market, industry, and/or investes conditions deteriorate, we may incur fiture impaimments.

Equity investmants with readily determinable falr values are measunsd at fair value. Egquity investrents withoul readily determinable fair
values are measured using the equity methed or measured at cost with adjustments for observable changes in price or impairments {referred
ta as the measurement alternative). We perform a qualitative assessment on a periodic basiz and recognize an impairment if there are
sufficient indicators that the fair value of the investment is less than carrying value. Changes in value are recorded in other income
{expensa), net.

Investments that are considered variable interest entities ("VIEs") are evaluated to determine whether we are the pramary beneficiary of the
VIE, in which case we would be required to consolidate the entity, We evaluate whether we have (1) the power to direct the activites that
mosl significantly impact the VIE's economic perfermance, and (2) the obligation to absorb losses of the right to receive banefits from the VIE
that could potentially be significant to the WIE. We have determined we are not the primary beneficiary of any of cur VIE investments.
Therefore, our VIE investments are not consolidated and the majority are accounted for under the equity method of accounting.

Derfvalivies

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

For dervative instruments designated as fair value hedges, gains and losses are recognized in other income (expense), net with offsetting
gains and losses on the hedged ftems. Gains and losses representing hedge components excluded from the assessment of effectiveness are
recognized in other income (expense). net.

For derivative instruments designated as cash flow hedges, gains and losses are initially reported as a component of other comprehensive
income and subsequently recognized in other income {expense), net with the corresponding hedged item. Gains and losses representing
hedge components excluded from the assessment of effectiveness are recognized in other ncome {expense), net.

For derivative instruments that are not designated as hedges, gains and losses from changes in fair values are primanly recognized in other
income (expense}, net,

Fair Value Measurements

Wi account for certain assets and liabilities at fair value. The hierarchy below lists three levels of fair value based on the extent to which
inputs used in measuring fair value are observable in the market. YWe categonze 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 its antirety. These levels ara:

s Lewel 1 — inputs are based upon unadjusted quoted prices for identical instruments in active markets. Our Level 1 investments
include U.5, government securities, common and preferred stock, and mutual funds. Our Level 1 dervative assets and liabiliies
include those actively traded on exchanges.

b
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*  Level 2 —inputs are based upon guoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active, and model-based valuation techniques (e.g. the Black-Scholes moded) for which all
significant inputs are observable in the market or can be corrcborated by observable market data for substantially the full term of
the assets or Babilities. Where applicable, these models project future cash Aows and discount the future amounts to a present
value using market-based observable inputs including interest rate curves, credit spreads, foreign exchange rates, and forward
and spot prices for cumrencies. Our Level 2 investments include commercial paper, certificates of deposit, U.3. agency
securities, foreign government bonds, mortgage- and asset-backed securities, corporate notes and bonds, and municipal
securities. Our Level 2 derivative assets and liabdities include certain cleared swap contracts and over-the-counter forward,
option, and swap contracts.

+  Level 3 - inputs are generally unobservable and typically reflect management's estimates of assurnplions that market
participants would use in pricing the asset or liakilty. The fair values are therefore determined using model-based techniques,
intluding option pricing models and discourted cash flow models. Our Level 3 assets and liabilities include investments in
corporate notes and bonds, municipal securities, and goodwill and intangible assets, when they are recorded at fair value due to
an impairment charge. Unobservable inputs used in the models are significant to the fair values of the assets and liabilities.

We measure equity investments without readily determinable fair values on a nonrecurring basis. The fair values of these investments are
determined based on valuation techniques using the best information available, and may include quoted market prices, market comparables,
and discounted cash Aow projections,

Our other current financial assets and current financial liabdities have fair values that approximate their camrying values.

Inventories

Inventones are stated at average cost, subject to the lower of cost or net realizable value. Cost indudes matenals, labor, and manufacturing
overhead related to the purchase and production of inventories. Met realizable value is the estimated selling price less estimated costs of
completion, disposal, and transportation. We regularly review inventory quantities on hand, future purchase commitments with our suppliers,
and the estimated utility of our inventory. If our review indicates a reduction in utility below carrying value, we reduce our inventory to a new
cost basrs through a charge to cost of revenue.

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation, and depreciated using the straight-Ene method over the shorter of
the estimated useful life of the asset or the lease term. The estimated useful lives of our property and equipment are generally as follows:
computer software developed or acquired for internal use, three years; computer equipment. two to six years; buildings and improvements,
five to 15 years; leasehold improvements, three to 20 years; and fumniture and equipment, one to 10 years. Land is not depreciated.

Leases

Wi determine if an arrangement is a lease at inception. Operating leases are included in operating lease right-ofuse (*ROU") assets, other
current liabilities, and operating lease liabilities in our consolidated balance sheats. Finance leases are included in property and equipment,
other current liabilities, and other long-term liabilities in our consolidated balance sheets.

ROU assefs represent our right to wse an underlying asset for the lease term and lease liabdities represent cur cbiigation to make lease
payments arising from the lease. Operating lease ROU assets and liabifies are recognized at commencement date based on the present
value of lease payments over the lease term. As most of our leases do not provide an implicit rate, we generally use our incremental
borrowing rate based on the estimated rate of interest for collateralized borrowing over a similar term of the lease payments at
cammencement date. The operating lease ROL asset also includes any lease payments made and excludes lease incentives. Our lease
terms may include options to extend or terminate the lease when it is reasonably certain that we will exercise that option. Lease expense for
lease payments is recognized on a straight-line basis over the lease term.

6
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We have lease agreements with lease and non-leass components, which are generally accounted for separately. For certain equipment
leases, such as vehicles, we account for the lease and non-lease components as a single lease component, Additionally, for certain
ecquipment leases. we apply & portfolio appreach to effectively account for the operating lease ROU assets and liabilities.

Goodwill

Goodwill is tested for impairment at the reporting unit level (operating segment or one level below an operating segment) on an annual basis
{May 1) and between annual tests if an event occurs eor circumstances change that would more likely than not reduce the fair value of a
raporing unit below its camying value.

Intangible Assets

Our intangible assets are subject to amortization and are amorized over the estimated useful life in proportion to the economic benefits
received. We evaluate the recoverability of intangble assets periodically by taking into account events or circumstances that may warrant
revised estimates of useful ives or that indicate the asset may be impaired.

Related Party Transactions

In March 2024, we entered into an agreement with Infection Al Inc. (Inflection”), pursuant to which we cbtained a non-exclusive Boense to
Inflection’s intellectsal property. Reid Hoffman, a member of our Board of Directors, 1= a co-founder of and sarves on the board of directors of
Inflection. As of the date of the agreement with Inflection, Reprogrammed Interchange LLC ("Reprogrammed”) and entities affiliated with
Greylock entures (“Greylock™) each held less than a 10% equity interest in Inflection. Mr. Hoffman may be deemed to beneficially own the
shares held by Reprogrammed and Greylock by vitue of his relationship with such entities. Mr. Hoffman did not participate in any portions of
the meetings of our Board of Directors or any committes thereof to review and approve the transaction with Infection.

Recent Accounting Guidance
Segment Reporiing — improvements to Reporiable Segment Disclosures

In Movember 2023, the Financial Accounting Standards Board ("FASE") issued a new standard to improve reportable segment disclosures.
The guidance expands the disclosures required for reportable segments in our annual and interim consolidated financial statements,
primarily through enhanced disclosures about significant segment expenses, The standard will be effective for us beginning with our annual
reporting for Becal year 2025 and interim periods thereafer, with early adoplion permitted. We are currestly evaluating the impact of this
standard on cur segment disclosures.

Income Taxes — Improvements 1o income Tax Disclosures

I December 2023, the FASE issued a new standard o improve income tax disclosures. The guidance requires dzclosure of disaggregated
incorme taxes paid, prescrbes standardized categories for the components of the effective tax rate reconciliation, and modifies other income
tax-related disclosures. The standard will be effective for us beginning with cur anaual reporing for scal year 2028, with early adoplion
permitbed. We are currently evaluating the impact of this standard en cur income tax dsclosures.

NOTE 2 — EARNINGS PER SHARE

Basic eamings per share ("EPS") iz computed based on the weighted average number of shares of common stock cutstanding during the
period. Diluted EPS is computed based on the weighted average number of shares of common stock plus the effect of dilutive potential
common shares outstanding dunng the period using the treasury stock method. Dilutive potential common shares include outstanding stock
options and stock awards.

ar
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The components of basic and diluted EPS were as follows:
[ milliors, axcept par share amounts)
Yaar Ended Juns 390, praca ) 03 02T
Met income available for common shareholders (A) E 83136 S 72381 % 72738
Wisighted average cutstanding shares of common stock (B) 743 7445 7496
Dilutive effect of stock-based awards 38 26 44
Common stock and comman stock equivalents (C) 7469 T.472 7,540
Earmings Per Shars
Basic (A/B) 5 11.36 3 872 3 8.70
Diluted (AC) 5 11.80 5 868 % 9.65

Anti-dilutive stock-based awards excluded from the calculations of diluted EPS were immaterial during the perieds presented.

BOTE S — OTHER INCOME (EXPENSE) WET

The components of ather income (expense), net were as follows:

{in e )
Waar Endaed Junss 30, pas vt | 208 o e
Interest and dividends income 5 3157 5 29584 3 20584
Interest expense (2,935) {1,988) (2083)
Met recognized gains (kosses) on investments {118) 260 481
Mot losses on dervatives (187) (4561 (52)
Met gains (losses) on foreign currency remeasurements (244) 181 {75}
Cther, net (1,319) (223) (32)
Total 5 (1,646) 5 788 3 333

Cther, net primarily reflects net recognized losses on equity method investments.

Met Recognized Gaine (Losses) on Investments

Met recognized gains (losses) on debt investments were as follows:

A milliar)

Yaar Ended Juns 30, T4 20T fisre)

Realized gains from sales of available-for-sale securities 3 22 s 3 3 162

Realized losses from sales of availabie-for-sale securities {98} {124 ) {138)

Impaimments and allowance for credt losses 23 {10} 81}
Total $ (53) S {98) % (57}

Met recognized gains (losses) on equity investments were as follows:

[ milliors)

Year Ended June 39, Fa- 2023 202

Met realized gains on investments sold 5 18 5 TS 3 29

Met unrealized gains on investrments still held 146 303 S09

Impaiments of investments (229) {20} {20
Total 5 {65) 5 358 5 518
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MNOTE 4 — INVESTMENTS
Investment Components
The components of investments were as follows:
cash Equity and
Fair Valus Adjusted Wnrwaliz e Unrealized Recorded and Cash B hart-teren ithear
{in millions) [ Cost Basis Gains Losses Basis Equivalents nts s
Juns 30, 2024
Changes in Fair ¥alue
Recordsd in Other
Comprahensive Income
Commarcial paper Lovel 2 $ 4666 & 0 3 0 % 4685 § 4665 & o0 % o
Cerhifcates of deposit Lawal 2 1,547 a a 1,547 1503 44 a
5. governenent
sacunties Lawval 1 48,603 4 (2,948) 46 658 14 45 845 1]
U5 agency secunties Larvad 2 17 o o 17 0 17 o
Foreign government
bands: Level 2 318 3 (18] 306 0 306 o
Morigage- and assal-
backed sacunties Levval 2 Sa4 3 {35) 212 0 "2 o
Corporate notes and
bands Lival 2 9,108 28 318) 8816 0 8816 o
Corporate notes and
brands Laval 3 1,641 o 1] 1,640 0 140 1,500
Municipal secumties Lawval 2 282 o {13) 249 o 249 o
Mumnacipal $écunties Lyl 3 104 L] {17} BT o a7 o
Tolal dabt imstments § 68200 % 38 § (3349) 3  G4E00 % 6183 § 67,216 § 1,500
Changes in Fair Value
Recerdsd in Net Incoms
Exquity irnesiments Laval 1 H 36T § 681 § 0 % 2,966
Equiby investments Oitrar 10,114 Q L] 10,114
Tolal eaquity
iveastmants § 13861 $§ 661§ 0 % 13,100
Cash $ 11571 % METT  § 0 % o
Derivatives, net™ 12 o 12 o
Total § 90143 § 18316 § s5TZE § 14 600

g}
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Cash Equity and
Fair Value Adjuitad LI PR i Unrealized Rgcarded and Cagh B hsar-teren (=1,
(I milliarm) Ll Cest Basis Gaing Lesses Basis Equivalents IFrvastments Ircasmmants
Juns 30, 2023
Changes in Fair Value
Reqorded in Other
Comprehensive incom e
Commircial paper Loval 2 § w58 § o £ 0 £ 16580 % 12231 % 4358 % ]
Cartifcalas of daposit Levvel 2 2,701 0 o 2,101 2657 44 0
L5, govemment
sacunties Lawal 1 65237 2 {3.870) 61,360 2991 58378 0
U5 agency secunties Lewval 2 2703 1} [ 2,703 i 18508 0
Foneign government
bonds Ll 2 453 1 (24) 475 o 475 0
Martgage- and assal-
backed secunties Level 2 a4 1 {39 ) TEE 0 TEG ]
Corparate notes and
bonds Lanwnal 2 10,209 8 {583} 10,234 1] 10,234 0
Corparale notes and
bomds Leval 3 1310 0 1} 120 o 120 a
Municipal secumties Lawal 2 285 1 {13} 268 T 2651 0
Municipal secunties Lawal 3 103 o {16 a7 0 &7 0
Total debt imvestmenis $ GhEEd § 13, § (4550) § 95332 % 15780 % 78552 § 0
Changes in Fair Value
Recordsd in Net Incoms
Equity investments Lavei 1 § 1012 § TA46  § 0§ 2602
Equily investments Cithar 7,187 0 ] 1.487
Total equity
Investments $ 17.325 % T446 3 o % f.8Ta
Cash H 8478 § B478 § o § 0
Dearivatives, nat™ [ 1} B i
Todal § 14§ MM f 76558 § 9873

{a}) Referto Note 5 — Dervativies for further information on the fair value of our denvative instruments.

Equity investments presented as “Other” in the tables above include investments without readily determinable fair values measured using the
equity method cr measured at cost with adjustments for observable changes in price or impairments, and investments measured at fair value
using net asset value as a practical expedient which are not categorized in the fair value hierarchy. As of June 30, 2024 and 2023, equity
imvestments without readily determinable fair values measured at cost with adjustments for cbservable changes in price or impairments warg
$3.9 billion and 34.2 bilion, respectively.

a0
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Debt investments with continucus unrealized losses for less than 12 months and 12 months o greater and their related fair values were as

follows:
La4s than 12 Menth 12 Moriths o Grester —_—
Unnealized Urrealized Total Urrealized
i millis e Fabr Value Lossas Fair Valus Lossas Fair Valug Lokses
June 20, 2004
.5, government and agency
securities 3 i 5 (12) 5 45821 5 (2,936) 5 46,350 § (2,948)
Foreign gavernment bonds i (2} 130 {14} 259 {16}
Mortgage- and asset-backed securities 201 (1) 409 (34) 610 (35)
Corporate notes and bonds 1,310 {9) 5,779 {310) 7,089 {319)
Municipal securities. 38 1) 243 (29} 281 (30}
Total 5 2157 § (25) % 52432 § (3,323) § 54,580 $§ (3,348)
La3s than 12 Manths 12 Morths or Grester Tikd
Unnealized Urraalized Total Urraslized
i millio e Fair Value Losses Fair Yalus Losses Fair Valus Losuas
e 30, 200
.5, government and agency
securities 5 T80 5 (336) 3% 45273 % (35H) 5 53223 % (3,870)
Foreign gavernment bonds 7 (53 39 {19} 468 (24
Mortgage- and asset-backed securities 257 {5 412 (34 ) 69 (39)
Corporate notes and bonds 232 (49 7,336 (534 ) 9,682 (583
Municipal securities. i1 (3) 186 (31} 287 (34
Tatal 3 1074 % (358) & 53588 3 (4,152) 5 B4.318 3 {4,550

Unrealized losses from fixed-income secunties are primarily aftributable to changes in interest rates. Management does not believe amy
remaining unrealized losses reprasent impairments based on our evaluation of available evidenca.

Debt Investment Maturities

The following table outines maturities of our debt investments as of June 30, 2024:

Adjusted Estimated
i milliar) Coat Basis Fair value
June 30, 2024
Due in one year or less - 19,815 § 14,596
Due after cne year through five years 33,954 36,779
Due after five years through 10 years 2,028 7,242
Due after 10 years 1412 1,282
Total 5 68,2089 § 64,899

a4
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MOTE 5— DERNATIVES
W use dervative instruments to manage risks related to foreign currencies, interest rates, equity prices, and credit; to enhance investment
returns; and to Fcilitate portfolio diversification. Cur chjectives for holding dervatives include reducing. eiminating, and efficiently managing
the economic impact of these exposures as effectively as pessble. Our darvatve programs include strateges that both qualify and do nat
gualify for hedge accounting treatment.

Foreign Currencies

Certain forecasted transactions, assets, and liabilities are exposed to foreign currency risk. Ve monitor our foreign cumency exposures daily
to maximize the economic effectiveness of our foreign currency hedge positions.,

Foreign currency rsks related to certain non-U. 5. dollar-denominated investments are hedged using forelgn exchange forward contracts that
are designated as fair value hedging instruments. Foreign cumrency risks related to certain Euro-denominated debt are hedged using foreign
exchange forward contracts that are designated as cash flow hedging instruments.

Certain options and forwards not designated as hedging instruments are also used to manage the variability in foreign exchange rates on
certain balance sheet amounts and to manage other foreign cumency exposures.

Interest Rate

Interest rate risks related to cerain fixedrate debt are hedged using interest rate swaps that are designated as fair value hedging
instruments to effectively convert the fixed interest rates to flcating interest rates.

Securities held in our fixed-income portfolio are subject to different interest rate risks based on their maturities, Ve manage the average
maturgity of our Axed-income portfolio to achieve economic retums that correlate to ceain broad-based fixed-income indices using option,
futures, and swap contracts. These confracts are not designated as hedging instruments and are included in “Other contracts” in the tables
below.

Equity

Securities held in our equity investments portfolio are subject to market price risk. At times, we may hold options, futures, and swap
contracts. These contracts are not designated as hedging instruments.

Credit

Cur fxed-income portfolio is diversified and consists primarity of investment-grade securities. We use credit default swap contracts to
manage credit exposures relative to broad-based indices and to facilitate portfolio diversification. These contracts are not designated as
hedgng instrurments and are included in “Other contracts” in the tables balow,

Credit-Risk-Related Contingent Features

Certain counterparty agreements for denvative instruments contain provisions that require our issued and outstanding long-term unsecured
debt to maintain an investment grade credit rating and require us to maintain minimum liquidity of $1.0 billion. To the extent we fail to meet
these requirements, we will be required to post collateral, similar to the standard convention redated to over-the-counter derivatives. As of
June 30, 2024, our long-tesm unsecured debt rating was AAA. and cash investiments were in excess of 51.0 billien. As a result, no collateral
was required to be posted.

42
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Tha following table presents the notional amounts of cur outstanding dervative instruments measured in U_S. dollar equivalents:

Juane 30, June 30,
(i milliars) 2024 pran o |
Oesignated as Hedgng Insruments
Foreign exchange contracts purchased $ 1492 § 1,492
Interest rate contracts purchased 1,100 1,078
Mot Dasignated 35 Hedgeng Inatrum st
Foreign exchange contracts purchased 7,167 7,874
Foreign exchange contracts sold 1,793 25,158
Equity contracts purchased 4,016 3,867
Equity contracts sold 2,165 2154
Cither contracts purchased 2,113 1,224
Cther contracts sold N o81

Fair Values of Derivative Instruments
The following table presents our derivative instrurments:

Dertvative Darivative Dervatve Darivative
[ E-T ] Asiatn Liabibt s Agiets Liabigies
June30, June 30,
2024 23
lem s Hid’ni IFrstru msrt s
Foreign exchange contracts 5 4 5 (T6) 3 - (67
Interest rate contracts 19 0 16 ]
Mot Designated as Hedgeng Instnem ents
Foreign exchange contracts 213 (230) 248 (332}
Equity contracts 63 (491) 165 {400}
Cther contracts 12 (3) 5 (B)
Grozs amounts of dervatives I (800 ) 468 (805
Gross amounts of dervatives offset in the balance sheets {151) 152 (202) 206
Cash collateral recaved 0 (104 ) 0 (125}
Mat amounts of derivatives 5 180 § (752) % 267 % (724)
Reparted as
Short-term investments -] 12 % 0 5 & % o
Cther current assets 148 0 245 1]
Other long-term assets 106 [i] 16 (1]
Other current liabilities 0 (401) 0 (341)
Cther long-term liabilities 1] {351) 0 (383)
Total 8 120 § (752) 5 287 % {724

Gross derivative assels and liabilities subject to legally enforceable master netting agreements for which we have elected to offset were 5304
million and $800 million, respectively, as of June 30, 2024, and 5442 million and 5804 million, respectively, as of June 30, 2023

The following table presents the fair value of our dervatives instruments on a gross basis:

(LT T ] Liwwad 1 Ll 2 Lavad 3 Total
Junag 30, 2024

Dervative assets s 0o & r s 4 5 b i |
Derivative liabilities (1) (799) 0 (E00)
June 30, 2023

Derivative assels 0 452 7 469
Derivative liabilities 0 (BO5) 0 {805}
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Gains {losses) on derivative instruments recognized in other income (expense), net were as follows:

A millie rd)

Taar Ended Junss 320, rasra | 2023 e
Dedignated a8 Fair Vabue Hedging Instrumerts

Foreign exchange contracts

Darrvatives 5 0o 5 0 % 49
Hedged items 0 0 (50}
Excluded from effectiveness assessment o 1] 4
Interest rate contracts
Derrvatives (23} {B5) (92}
Hedged items (25) 38 08
Dasignated a5 Cash Flew Hedging Instruments
Foreign exchange contracts
Amount reclassified from accumulated other comprehensive loss 48) 61 (78]
Mot Dasignated 18 HHMJMMIH‘I
Foreign exchange contracts 36T (73) 383
Equity contracts: (177) (420} 13
Cther confracts {15} @1} (85}

Gains (losses), net of tax, on derivative instruments recognized in our consclidated comprehensive income statements were as follows:

[ o rec)

Viear Ended Juns 30, g 2033 oz
Designated as Cash Flow Hedging Instruments

Foreign exchange contracts

Included in effectveness assessment 5 (14) § M s (&57)
MOTE 6 — INVENTORIES
The components of inventories were as follows:
(i millie )
June 30, M4 z023
Raw materials ] b 17 I 709
Work in process T 23
Finished goods 845 1,768
Tatal 5 1,246 3 2,500
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MNOTE 7 — PROPERTY AMD EQUIPMENT
The components of property and equipment were as follows:
(I milliars]
e 30, 2004 Fees)
Land 5 8163 3 5,683
Buildings and impravemants 93,843 68465
Leasehold improvements 9,554 8537
Computer equipment and software 93,780 74,961
Furniture and equipment 6,532 6,246
Total, at cost 212,012 163,892
Accumulated depreciation (76,421} {58,251}
Total, net $ 135591 5 85,641

During fiscal years 2024, 2023, and 2022, depreciation expense was $15.2 billion, $11.0 bilion, and $12.6 billion, respectively.

Az of June 30, 2024, we have committed $35.4 billion for the construction of new buildings, buiding improvements, and leasehold
improvemnents, primarily related to datacenters.

HOTE 8 — BUSINESS COMBINATIONS
Activision Blizzard, Inc.

On October 13, 2023, we completed our acquasition of Activision Blizzard, Inc. ("Activision Blizzard™) for a total purchase price of $75.4 ballion,
consisting primarily of cash. Acthvision Blizzard is a leader in game development and an interactive entertainment content publisher. The
acquisition will accelerate the growth in our gaming business across mobile, PC, conscle, and cloud gaming. The financial results of
Activision Blizzard have been included in cur consolidated fnancial statements since the date of the acquisition. Activision Blizzard is
rapomed as part of our More Personal Computing segment.

The purchase price allocation as of the date of acquisition was based on a preiminary valuation and is subject to revision as mare detailed
analyses are completed and addibonal information about the fair value of assets acquired and liabilities assumed becomes available. The
primary areas that remain preliminary relate to the fair values of goodwill and income taxes.

The major classes of assets and liabilties to which we have preliminarily allocated the purchase price were as follows:

(i millio s
Cash and cash equivalents 5 12,976
Goodwill 50,863
Intangible assets 21,869
Cther assets 2,501
Long-term dabt {2,798}
Long-term income taxes {1,5914)
Deferred income taxes (4,677)
Cther liakilities (3617
Total purchase price 5 75,408

Goodwill was assigned to our More Personal Computing segment. The goodwill was primarily attributed to increased synergies that are
expected to be achieved from the integration of Acthision Blizzard. Substantially all of the goodwill is expected to be non-deductible for

income tax purposes.
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Fallowing are the details of the purchase price allocated to the intangible assets acquired:

Waighted
(i milliorm, axcept averags ey A mount Bverage Lite
Marketing-related 5 11,618 24 years
Technology-based 8,689 4 years
Customer-redated 661 4 years

Fair value of intangible assets acguired $ 21,868 15 years

Following is the net impact of the Activision Blizzard acquisition on our consolidated income statements since the date of acquisition:

i o )

Vear Erded June 39, fraaiel §
Revenus $ 5729
Operating loss (1,362)

The change of Activision Blizzard content from third-party to first-party is reflected in the net impact,

Following are the supplemental consolidated financial results of Microsoft Corporation on an unaudited pro forma basis, as if the acquisition
had been consummated on July 1, 2022

(I milliard., axcapt par Ahane amaLnts)

Year Ended Juns 39, 024 2023
Revenua $ 247442 5 215790
Met income 88,308 71,383
Diluted earnings per share 11.82 855

These pro forma results were based on estimates and assumptions, which we believe are reasonable, They are not the results that would
have been realized had we been a combined company during the periods presented and are not necessarily indcative of cur consolidated
results of operations in future periods. The pro forma results include adustments related o purchase accounting primarly amanization of
intangible assets. Acquisition costs and other nonrecurnng charges were immatenal and are included in the earliest period presented.

Nuance Communications, Inc.

On March 4, 2022 we completed our acquisiion of Nuance Commmunications, Inc. ("Muance”) for a total purchase price of 3188 billion,
consisting primarily of cash, Nuance is a cloud and artificial intelligence (“Al") software provider with healthcare and enterprise Al expenience,
and the acquisition will build en cur industry-specific cloud offerings. The financial results of Nuanee have been included in our consolidated
fimancial statements since the date of the acquisiion. Muance is reported as part of our Intelligent Cloud and Productivity and Business
Processes segments.

The allocation of the purchase price to goodwill was completed as of December 31, 2022, The major classes of assels and liabilties to which
we have allocated the purchase price were as follows:

i e e
Goodwill 7 %
16,328
Intangible assets 4,365
Cther assats 42
Cther liabilities ™ {1,972}
Total 5 18,761

{a) Goodwill was assigned to our Infeligent Cloud segment and was primarily atiribuled to increased synergies that are expected to be
achieved from the infegration of Nuance, None of the goodwill is expecfed to be deduchible for income fax purposes,
(B} Includes 5086 milon of comerfible senior notes izsued by Nuance in 2015 and 2017, substantially all of which have been redearmed,
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Fallowing are the details of the purchase price allocated to the intangible assets acquired:

Waighted
(i milliorm, axcept averags ey Amount Bverage Lite
Customer-related 3 2610 8 years
Technology-based 1.540 S years
Marketing-related 215 4 years
Total 5 4,365 7 years
MOTE 9 — GRODWILL

Changes in the carrying amount of goodwill were as follows:
e 30, wJure 20, e 20,
i millie ) 2022 Acquisitions Other 2023 Aegquititions Gner 2624

Productivity and Business

Processes $§ 3385 35 i - 47) 5 358 5 0 3 2 § 3,081
Intelli gant Cloud 25383 223 B4 25676 0 {23;- 25,648
More Personal Computing 10,740 1} i 10,851 51,2350 12514 62,211
Total 5 6754 35 2M 5 128 § GrE86 5 5,235 3§ 99 5 119220

(a) Includes goodwill of 551.0 billlesn related ta Activision Blizzard See Naole & - Business Combinations for further irfarmalion.

We have recast certain prior period amounts to conform to the way we intenally manage and monitor our business. Refer to Note 1 -
Accounting Paolicies for further information.

The measurement periods for the valuation of assets acquired and Babilities assumed end as scon as information on the facts and
circumstances that existed as of the acquisition dates bocomes available, but do not excsed 12 months. Adjustments in purchase price
allocations may require a change in the amounts allocated to goodwill during the periods in which the adjustments are determined.

Any change in the goodwill amounts resulting from foreign currency translations and purchase accounting adustments are presented as
“Other” in the table above. Also included in “Other” are business dispositions and transfers between segments due to recrganizations, as
applicable.

As discussed in Note 1 — Accounting Policies, during the first quarter of fiscal year 2025 we made changes to cur segments. These segment
changes also resulted in changes to reporting umits, We reallocated goodwill across impacted reporting units using a relative fair value

approach. In addtion, we completed an assessment of any potential goodwill impairment for all reporting units immediately prier to the
reallocation and determined that no impai ment existed,

Goodwill Impairment

W test goodwill for impairment annually on May 1 at the reporting unit level, primarily using a discounted cash flow methodology with a
pear-based, risk-adjusted weighted average cost of capital. We believe use of a discounted cash flow approach is the most reliable indicator
ofthe fair values ofthe businesses.

Mo instances of impairment were identified in our May 1, 2024, May 1, 2023, or May 1, 2022 tests. As of June 30, 2024 and 2023,
accumulated goodwall impairment was 511.3 billion.

a7
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HOTE 10— INTANGIBLE ASSETS
The components of intangible assets, all of which are finite-lived, were as follows:

Grass Gross

carnjing Aceumulated Mt Carrying Earrying Ageum ulated Mt Carrying
i e i) B it A ortization A surt A Giant Amertization Am&iunt
oJuna 33, pairc] pas e}
Marketing related 5 16500 8§ (3101) § 13309 § 4935 § (2473 § 2462
Technology-based 21,913 (10,741) 1,172 11,245 {7.589) 3,656
Customer-related 5,038 {3,051) 2,087 7.281 (4,047} 323
Contract-based 58 {19) 39 29 (13) 14

Total $  44500W §  (16,912) § 27597 $ 23490 5 (14,124} 5 9,366

(a) Includes iangible assels of 322.0 hition redafed to Acdtivision Blizzard See Note 8 — Business Cormbinations for further inforralion.

Mo matenal impairments of intangible assets were identified during fiscal years 2024, 2023, or 2022. We estimate that we have no significant
residual value related to our intangible assets.

The components of intangible assets acquired during the pericds presented were as follows:

Weighted Waighted
[ mdllio e Aum olng Average Lite Amourt Average Life
Vear Ended Juns 39, 2024 2023
Marketing related § 11,619 24 years 5 7 & years
Technology-based 10,947 4 years 522 7 years
Customar-related 660 4 years 0 0 years
Contract-based s 4 years 12 3 years
Total § 23264 14years % 541 6 years

Intangible assets amaortization expense was 34 .8 billion, 32.5 bilion, and 52.0 billion for fiscal years 2024, 2023, and 2022, respectively.
The following table oullines the esbmated future amortization expense related to intanghble assets held as of June 30, 2024;

[N milliar)

Year Ending June 30,

2025 $ 5,802

2026 4,471

2027 2,793

2028 1,909

2029 1,728

Thereafter 10,804
Total $ 27,597

NOTE 11 — DEBT
Short-term Dabt

Az of June 30, 2024, we had 36,7 billion of commercial paper issued and outstanding, with a weighted average interest rate of 5.4% and
maturities ranging from 28 days to 152 days. The estimated fair value of this commercial paper approximates its carrying value. As of June
30, 2023, we had no commercial paper issued or outstanding.
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Long-term Debt
The components of long-term debt were as follows:
Mt Sted Interest EMfaamve Intarest Juna 30, Jure 30,

i millio s, issuance by calendaryaas {ealendar yaar) Rats Rats 024 2023
2008 issuance of 53.8 billion 2039 5.20% 54% § 520 § 520
2010 issvance of 54.8 billion 2040 4.50% 4.57% 486 485
2011 issuance of 32.3 billion 2041 5.30% 5.36% 718 718
2012 issuance of 32.3 billion 2042 3.50% 3.57% 454 454
2013 issuance of $5.2 billion 2043 3.75% —4.88% LB 4.92% 314 1,814
2013 issuance of €4.1 billion 20282033 263%-3.13% 2.60%-3.22% 2465 2,508
2015 izsuance of $23.8 billion 2025-2055 2.70% —4.75% 27T —4.78% 9,805 8,805
2016 issuance of $19.8 bilion 2026 -2056 2.40% =3.95% 2.46% ~4.03% 7,930 9,430
2017 issuance of $17.1 billion ™ 20262057 3.30% —4.50% A I -5.400 6,833 8845
2020 issuance of $10.1 billion " 2030 -2060 1.35% -2.68% 2.57% -543% 10,111 10,000
2021 issuance of $8.2 billion 2052 -2062 2.929%, -3.04% 2.97% -3.04% 8,185 8185
2023 issuance of $0.1 billion ¥ 2026 —2050 1.35% —4.50% 5.16% -5.49°%, 56 o
2024 issuance of $3.3 billion 20262050 1.35% —4.50% 5.16% -5.49% 3,344 1]

Total face value 51,21 52,866
Unamortized discount and issuance costs {1,227} (438)
Hedge fair value adjustments ! (81} {106}
Premium on debt exchange (4,976) (5,085)

Total dabt 44,937 47237
Current portion of long-term debt (2,249) (5,247}

Long-term debt § 42638 5 41,980

(a) Includes 33.6 bilion of debt at face value related fo the Activizion Blizzard acquistion, the majorty of which was exchanged for
Microsoff regisfered securities in June 2024, See Note 8 — Business Combinalions for furfher information,
(b} Refer fo Nofe 5 - Demalives for further informalion on the inferest rate swaps related fo fixed-rate delx,

As of June 30, 2024 and 2023, the estimated fair value of long-term debt, including the current portion, was 542.3 billion and 3462 billien,
respectively, The estimated fair values are based on Level 2 inputs.

Drebt in the table above is comprised of senior unsecured obligations and ranks equally with our other cutstanding obligations. Interest is paid
semi-annually, except for the Eurc-denominated debt, which is paid annually. Cash paid for interest on our debt for fiscal years 2024, 2023,
and 2022 was 1.7 billion, 51.7 billion, and $1.9 billion, respectivaly.

The following table outines maturities of our long-term debt, including the current portion, as of June 30, 2024:

i millis )

fear Ending June 30,

2025 § 2,250

2026 3,000

2027 9,250

2028 ]

2029 1,876

Thereafter 34,845
Total 5 1,221
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NOTE 12 — INCOME TAXES
Provision for Income Taxes

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

i millia )

Year Ended Juns 30, 004 pavnal g

Currant Tanes

L5, federal 5 12165 5 14008 % 8329

.5, state and local 2,366 2,322 1,679

Foreign 9,858 6,678 6,672
Current taxes $§ M3B9 3 23008 5 16680

Dafarrad Taxes

LS, federal $ (@&791) 5 (6148) 5  (4.815)

LIS, state and local (379) 477y {1,062)

Foreign 432 G4 175
Deferred taxes 5 (4738} 5 (6059) §  (5702)

Provision for income taxes § 18651 5 16950 5 10978

U.5. and foreign companents of income before income taxes were as follows:

i millliars)

Waar Ended Juns 20, 2004 b T2z

L5, § G2EBG 3 S2EIT 5 47837

Fareign 44,901 36,394 35,879
Income before income taxes § 107,787 § 89311 § B3TI6

Effective Tax Rate

The tems accounting for the difference between income taxes computed at the U.5. federal statutory rate and our effective rate were as

fedlows:
Yaar Ended Junse 50, 2024 e v ] 2022
Federal statutory rate 21.0% 21.0% 21.0%
Effect of:
Fareign eamings taxed at lower rates (1.4)% {1.8)% {1.3)%
Impact of intangible property transfers 0% 0% (3.9)%
Foreign-derived intangible income deduction (1.1)% (1.3)% {1.1)%
State income taxes, net of federal benefit 1.5% 1.6% 1.4%
Research and development credit {1.1)% {1.1)% (0.3)%
Excess tax benefits relating to stock-based compensation (1.1)% (0.7)% {1.9)%
Interast, met 1.1% 0.8% 0.5%
Other reconciling items, net {0.7)5% 0.5% (0.7 )%
Effective rate 18.2% 19.0% 13.1%

I the frst quarter of Ascal year 2022 we transferred certain intangble properties from our Puerto Rico subsidiary to the U5, The transfer of
intangible propertes resilted in a $3.3 billion net income tax beneft in the first quarter of fiscal year 2022, as the value of future LS. tax
deductions exceeded the current tax lability from the U.S. global intangible low-taxed income ("GILTI™) tax.
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The decrease from the federal statutory rate in fiscal year 2024 and 2023 is primarly due to eamings taxed at lower rates in foreign
jurisdictions resulting from producing and distributing cur products and services through our foreign regional operations center in Irefand. The
decrease from the federal statutory rate in fiscal year 2022 is primarity due to the net income tax benefit related to the transfer of intangble
properties, earnings taxed at lower rates in foreign jurisdictions resulting from producing and distributing our products and sendces through
our foreign regional operatons center in lreland, and tax benefits relating to stock-based compensation. In fiscal years 2024 and 2023, our
foreign regional operating center in Ireland, which is taxed at a rate lower than the U.5. rate, generated 83% and 81% of our foreign income
before tax. In fzcal year 2022, our foreign regional operating centers in Ireland and Puerto Rico, which are taxed at rates [ower than the U5,
rate, generated 71% of our foreign income before tax, Cther reconciling items, net consists primarily of tax credits and GILTI tax. and in fiscal
year 2024, includes tax benefits from tax lew changes. In fiscal year 2024, tax benefits from tax law changes primarly relates to the issuance
of Motice 2023-55 and Notice 2023-80 by the Intemal Revenue Senvice ("IRST) and U 5, Treasury Department. Maotice 2023-55, issued in the
first quarter of iscal year 2024, delayed the effective date of final foreign tax credit regulations to fiscal year 2024 for Microsoft. Notice 2023
B0, issued in the second quarter of fiscal year 2024, further delayed the effective date of final foreign tax credit regulations indefinitely. In
fiscal years 2024, 2023, and 2022 there were no individually significant other reconciling items.

The decrease in our effective tax rate for fiscal year 2024 compared to fizcal year 2023 was primarily due to tax benefits from tax law
changes, including the delay of the effective date of final foreign tax credt regulations. The increase in cur effective tax rate for fiscal vear
2023 compared to fscal year 2022 was primarily due to a $3.3 billion net income tax beneft in the first quarter of fscal year 2022 related to
thie transfer of iMangible properties and a decrease in tax benehts relating to stock-based compensation.

The components of the deferred income tax assets and liabikties were as follows:

A milliand)
o 30, pasra patra )
Daferred Income Tax Asfets
Stock-based compensation expense 5 65 3 681
Accruals, reserves, and other expenses 4,331 313
Loss and credit cammyforwards 1,741 1.441
Amertization 4,159 9,440
Leasing liabdities 6,504 5,041
Uneamed revenue 3,07 3,296
Bookftax basis differences in investments and debt a 373
Capitalized research and development 11,442 6,858
Cther 426 483
Deferred income tax asseks 33,144 30,850
Less valuation allowance {1,045} (839)
Deferred income tax assets, net of valuation allowance $ 32099 5 29901
Daferred Income Tax Liabilites
Laasing assets $ (8503) 5  (4680)
Depreciation (3,940} (2674)
Deferred tax on foreign eamings {1,837) (2738)
Cther (167} (83}
Deferred income tax liabilities § (12447) 5 (10181
Met deferred income tax assets $ 19652 $ 19730
Reported As
Other long-tarm assets $ 220 5 20163
Long-term deferred income tax liabilties {2,618) (433)
Met deferred income tax assets $ 19652 % 19730

Deferred income tax balances reflect the effects of temporary differences batween the camrying amounts of assets and babiliies and their tax
bases and are stated at enacted tax rates expected to be in effact when the taxes are paid or recovered.
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As of June 30, 2024, we had federal, state, and foreign net cperating loss camyforwards of 5475 million, $839 million, and 526 bilion,
respectively. The federal and state net operating loss carmyforwards have varying expiration dates ranging from fiscal year 2025 to 2044 or
indefinite carryforward periods, if not utilized. The majority of our foreign net operating less camyforwards do not expire. Certain acquired net
operating loss carryforwards are subject to an annual limitation but are expected to be realized with the exception of those which have a
valuation allowance. As of June 30, 2024, we had S456 million faderal capital loss carryforwards for U.S. tax purposes from our acquisition of
Muance. The federal capital loss carryforwards are subject to an annual limitation and will expire in fiscal year 2025

The valuation allowance disclosed in the table above relates bo the foreign net operating loss carryforwards, federal capital loss
carryforwards, and other net deferred tax assets that may not be realized,

Income taxes paid, net of refunds, wera 323.4 billion, $23.1 billion, and $16.0 ksllion in fiscal years 2024, 2023, and 2022, respectively.

Uncertalin Tax Positions

Gross unrecognized tax benefits related to uncertain tax positons as of June 30, 2024, 2023, and 2022, were $22.8 billion, $17.1 killion, and
%15.6 billion, respectivety, which were primarily included in long-term income taxes in our consolidated balance sheets. If recognized, the
resulting tax benefit would affect cur effective tax rates for fiscal years 2024, 2023, and 2022 by $19.6 billien, 514 .4 billien, and $13.3 billion,
respectively.

As of June 30, 2024, 2023, and 2022, we had accrued interest expense related to uncertain tax positions of 36.8 billion, $5.2 billien, and 54.3

billion, respectively, net of income tax benefits. The provision for income taxes for fiscal years 2024, 2023, and 2022 included interest
expense related to uncertain tax positions of $1.5 billion, $8918 million, and $36 million, respectively, net of income tax benefits.

The aggregate changes in the gross unrecognized tax benefits related to uncertain tax positions were as follows:

i millio e

Vaar Erided Juns 20, 2024 0 022

Beginning unrecognized tax benefits $§ 17120 5 15593 % 14,550
Decreases related to settements (V6) (329} (37
Incraases for tax positions ralated to the n:uruntl',lur 1,903 1,051 1,145
Increases for tax positions related to prior years 4,289 870 461
Decreases for tax positions related to prior vears (464) {60} (248
Decreases due to lapsed statutes of limitatbons (12) {5} 0

Ending unrecognized tax benefits § 22760 § 17120 § 15583

(a) Fiscal year 2024 includes unrecogmnired fax benefifs of 5334 hilion related fo the acguistion of Acthvizion Bizzard See Nole & -
Business Combinations for further informalion.

We remain under audit by the IRS for tax years 2014 to 2017 . With respect to the audit for tax years 2004 to 2013, on September 26, 2023,
we received Motices of Proposed Adustment ("NOPAs) from the IRS. The primary issues in the NOPAs relate to intercompany transfer
pricing. In the NOPAs, the IRS is seeking an additional tax payment of 328.9 billion plus penalties and interest, As of June 30, 2024, we
believe our allowances for income tax contingencies are adequate. We dsagres with the proposed adustments and will vigerously contest
the NOPAs through the IRSs administrative appeals office and, if necessary, judicial proceedings. We do not expect a final resolution of
these issues in the next 12 months. Based on the information curently available, we do not anticipate a significant increase or decrease to
our income tax contingencies for these issues within the next 12 menths.

We are subject to income tax in many junsdictions outside the U.S. Our operations in certain jurisdictions remain subject to examination for
tax years 1996 to 2023, some of which are currently under audit by local tax authonbes. The resclution of each of these audits is not
expected to be material to our consolidated financial statements,

189/215



EDINETOOOO
OO000O0000o0O0oOodno(eessLy)

Ogoooood
FABET N
REM S
MOTE 13 — UNEARNED REVENLUIE
Unearned revenue by segment was as follows:
[t millia e
une 0, 2024 023
Productivity and Business Processes 5 43,589 3 38983
Intedli gant Cloud 13,683 13,162
Mare Personal Compating 2,902 1,668
Total § 60,184 3 53,813

We have recast certain prior period amounts to conform to the way we internally manage and monitor our business. Refer to Mote 1 -
Accounting Paolicies for further information.

Changes in unearned revenue were as follows:

{in milliors]

Waar Ended Juns 3, 2024

Balance, beginning of period $ 53,813
Deferral of revenue 148,701
Recognition of uneamed revenue (142,330)

Balance, end of period 1 60,184

Revenue allocated to remaining performance cbligations, which includes unearned revenue and amounts that will be inveiced and
recognized as revenue in future periods, was 3275 billion as of June 30, 2024, of which 5269 billion is related to the commercial portion of

revenue. Ve expect to recognize approximately 45% of our total company remaining performance obligation revenue owver the next 12
months and the remainder thereafter.

HOTE14 — LEASES
We have operating and finance leases for datacenters, corporate offices, research and development faciliies, Microsoft Experience Centers,
and certain equipment. Our leases have remaining lease terms of less than 1 year to 17 vears, some of which include options to extend the
leases for up to 5 years, and some of which include options to terminate the leases within 1 year.

The components of leaze expense were as follows:

(I millie )
Yaar Erdaed Junss 30, 2024 o ] aired
Cperating lease cost 5 3555 5 2875 5 24861
Finance lease cost!
Amertization of right-of-use assets s 1,800 3 1,352 % 980
Interest on lease liabilities TH ) 429
Total finance lease cost 5 25M 5 1853 § 1,409
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Supplemental cash flow information related to leases was as follows:

(I milliors]
Yaar Erdesd Junss 30, 204 frad e adred
Cash paid for amounts included in the measurement of lease Rabilities:
Operating cash flows from operating leases 5 3550 5 2708 5 2368
Operating cash fiows from finance leases g 501 429
Financing cash flows from finance leases 1,286 1,056 8586
Right-of-use assets cbtained in exchange for lease obligations:
Operating leases 6,703 3514 5,268
Finance leases 11,633 3128 4,234

Supplemental balance sheet information related to leases was as follows:

(i millio e, @xcapt Faase term and discount rate)

<Jna 30, pairt | 023
Oprating Lkt
Operating lease right-ofuse assets 5 18961 5 14,346
Cther current liabiliies 5 3580 5 2409
Operating lease liabilties 15497 12,728
Total operating lease abilities -] 19077 5 15137
Finzncs Leasas
Property and equipment, at cost 3 32248 5 20538
Accumulated depreciation {6,386} {4,647}
Property and equipment, net 5 25862 5 15,891
Cther cument liabilities 5 2349 5 1187
Cther long-term liabiliies 24,796 15870
Total finance lease liabilities s 27145 5 17,0867
Wisighted Average Remaining Lease Term
Operating leases T years 8 years
Finance leases 12 years 11 years
Wieighted Average Dis court Rate
Operating leases 3% 29%
Finance leases 3.9% 3.4%

The following table outines maturties of our lease liabilities as of June 30, 2024:

(i milliors]
Oyparating Financs
Year Ending June 30, Lexses Leases
2025 5 4124 % 3,31
2026 3,549 3,021
2027 2981 3,037
2028 2405 3,026
2029 1924 2638
Thereafter 6,387 19,116
Total lease payments 21,570 34,149
Less imputed interest (2,493) (7.004)
Total 5 19077 & 27,145
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As of June 30, 2024, we had additional operating and finance leases, primarily for datacenters, that had not yet commenced of $8.5 billion
and 5108 4 billion, respectively. These operating and finance leases will commence between fiscal year 2025 and fiscal year 2030 with lease
termns of 1 year to 20 years,

NOTE 1S — CONTINGENCIES
U.S. Cell Phone Litigation

Microscft Mobile Oy, a subsidiary of Microsoft, along with other handset manufacturers and network operators, is a defendant in 45 lawsuits
filted in the Superior Court for the District of Columbia by individual plaintiffs who allege that radio emissions from cellular handsets caused
their brain tumors and cther adverse health effects. We assumed responsibility for these claims in our agreement to acquire Nokia's Devices
and Services business and have been substtuted for the MNokia defendants. Twelve of these cases were consolidated for certain pre-trial
proceedngs; the remaining cases are stayed. In a separate 2009 decision, the Court of Appeals for the District of Columbia held that adverse
health effect claims arising from the use of cellular handsets that operate within the U5, Federal Communications Commission radio
frequency emission guideliines ("FCC Guidelines™) are pre-empted by federal law. The plaintifs allege that their handsets either operated
outside the FCC Guidelines or were manufactured before the FCOC Guidelines went into effect. The lawsuits also allege an industry-wide
conspiracy to manipulate the science and testing around emission guidelines.

In 2013, the defendants in the consclidated cases moved to exclude the plaintiffs’ expert evidence of general causation on the basis of
flawed scientific methodologies. In 2014, the trial court granted in part and denied in pant the defendants’ motion to exclude the plaintiffs’
general causation experts. The defendants filed an interlocutory appeal to the District of Columbia Court of Appeals challenging the standard
for evaluating expert scientific evidence. In October 2016, the Court of Appeals issued its decision adopting the standard advocated by the
defendantz and remanding the cases to the trhal court for further proceedings under that standard. The plaintiffs have filed supplemental
expert evidence, portions of which were stricken by the court. A hearing on general causation took place in September of 2022, In April of
2023, the court granted defendants’ motion to shike the testimony of plaintiffs’ experts that cell phones cawse brain cancer and entered an
order excluding all of plaintifis’ experts from testifying. The parties agreed to a stipulated dismiszal of the consolidated cases to allow
plaintiffs to appeal the expert testimony order, Faintifis appealed the court’s order in August of 2023, and the parties have filed thedr briefs on
the appeal. A hearing on the status of the stayed cases occurred in December of 2023, In July 2024, the court entered surmmary judgment in
nine of the stayed cases on the grounds that plaintiffs had agreed to be bound by the general causation cutcome in the consolidated cases.

Irish Data Protection Commission Matter

In 2018, the Irish Data Protection Commission (IDPC") began investigating a complaint against Linkedin as to whether Linkedin's targeted
advertising practices viclated the recently implemented Eurcpean Union General Data Protection Regulation ("GDPR"). Microscft cooperated
throughout the pericd of inguiry. In April 2023, the IDPC provided Linkedin with a non-public preliminary draft decision alleging GDPR
violations and proposing a fne. ln July 2024, the IDPC provided Linkedin with & revised non-public draf decision. There is no set tirmadine for
the IDPC to issue a final decision, at which time Microsoft will consider its options to appeal.

Cther Contingencies

W also are subject to a variety of other claims and suits that anse fom time to time in the ordinary course of our business. Although
management curmentty believes that resclving claims against us, individually or in aggregate, will not have a material adverse impact in our
consolidated financial statements, these matters are subject to inherent uncertainties and management's view of these matters may change
in the future.

Asg of June 30, 2024, we accrued aggregate legal habilites of 3841 million. While we intand to defend these matters vigorously, adverse
outcomes that we esfimate could reach approximately $600 million in aggregate beyond recorded amounts are reasonably possible. Were
unfavorable final outcomes to occur, there exists the possibility of a material adverse impact in our consolidated financial statements for the
period in which the effects become reasonably estimable.
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MNOTE 16 — STOCKHOLDERS' EQUITY

Shares Qutstanding

Shares of common stock outstanding were as follows:

(i milliarg)

Vaear Erded June 39, 2024 fram oo d

Balance, beginning of year 7432 7464 7,519
Issuad H ar 40
Repurchased (32) {69) (85)

Balance, end of year T4H 7432 7464

Ehare Repurchases

On September 18, 2019, our Board of Directors approved a share repurchase program authorizng up to 340.0 billion in share repurchases.
This share repurchase program commenced in February 2020 and was completed in November 2021

On September 14, 2021, our Board of Directors approved a share repurchase program authorizing up to 380.0 bilion in share repurchases.
This share repurchase program commenced in November 2021, following completion of the program approved on September 18, 2018, has

no expiration date, and may be terminated at any time. As of June 30, 2024, 510.3 billion remained of this 3600 billion share repurchase
program.

We repurchased the fllowing shares of common stock under the share repurchase programs:

A milliard) pGETLS B B Shared AmaiUAt Sharid ARt
Yaar Erded June 39, 2024 2003 032
First Cuarter 1 & 3,560 17 5 4,600 21 % 6,200
Second Quarter 7 2,800 20 4,600 20 6,233
Third Ouarter 7 2,800 18 4,600 26 7,800
Fourth Cuarter 7 2,800 14 4,600 28 7,800

Total 2 5 1,960 68 5 18400 95 § 28033

All repurchases were made using cash resources. Shares repurchased during the first quarter of fiscal year 2022 were under the share
repurchase program approved an Septernber 18, 2019, Shares repurchased during the second quarter of fiscal year 2022 were under the
share repurchase programs approved on September 18, 2019 and September 14, 2021, All other shares repurchased were under the share
repurchase program approved on September 14, 2021, The above table excudes shares repurchased to seltle employes tax withholding
related to the vesting of stock awards of 35.3 billion, $3.8 billlon, and 34.7 billion for fiscal years 2024, 2023, and 2022, respectively.
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Dividends
Qur Board of Directors declared the following dividends:
Dividirsa
Declaraton Dats Record Dats Paymant Date Par Share Amsunt
Fracal Year 2024 An millsons)
September 18, 2023 November 16, 2023 December 14, 2023 § 075 % 5,574
November 28, 2023 February 13, 2024 March 14, 2024 0.75 5,573
March 12, 2024 May 16, 2024 June 13, 2024 0.75 5,574
June 12, 2024 August 15, 2024 September 12, 2024 0.75 5,575
Total 5 300 35 22,296
Fiscal Year 2022
September 20, 2022 Movember 17, 2022 December 8, 2022 § 0B % 5,065
Movember 29, 2022 February 16, 2023 March G, 2023 0.68 5,059
March 14, 2023 May 18, 2023 June B, 2023 D.68 5,054
June 13, 2023 August 17, 2023 September 14, 2023 0.68 5,051
Total 3 272 % 20,230

The dividend declared on June 12, 2024 was included in other current liabilities as of June 30, 2024,

MOTE 1T — ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

The following table summarizes the changes in accumulated other comprehensive income (less) by component;

i milliar)
Vear Ended Juns 39, 24 202 022
Danvativas
Balance, beginning of period $ (27) & (% % (19}
Unrealized gains {losses), net of tax of §{4). 39, and 3(15) {14) 34 (&57)
Reclassification adustments for (gains) losses included in other income (expense), net 48 (61}
Tax expense (benefit) included in provision for income taxes {10) 13 (16}
Amounts reclassified from accumulated other comprehensive loss 3z (48) 83
Met change related to derivatives, net of tax of $6, 3(4), and 31 24 (14} ]
Balance, end of period ] (3) 3 27 % (13}
Irmvestments
Balance, beginning of period $ (3582) 5 (2138) § 322
Unrealzed gains (losses), net of tax of 5247, 5(3593), and 5(1,440) 95 {1.523) (5,405}
Reclassification adustments for losses includad in other income (expanse), net 53 a9 &7
Tax benaft included in provision for income taxes {11) (20} {12}
Amounts reclassified from accumulated other comprehensive loss 42 78 45
Met change related to investments, net of tax of $258, $(373), and 5(1,428) 957 {1,444 ) {5,360}
Balance, end of period $ (2625) 5 (3.582) § (2138)
Translatien Adpustments and Crthar
Balance, beginning of period $§ (27TM) 5 (25827 § (1381)
Translation adjustments and other, net of tax of $0, 50, and 50 (223) (207} {1,148
Balance, end of period $ (2962) 3 (273) 5§ (2527)
Accumulated cther comprehensive loss, end of period § (5500) & (B343) 5 (48678

&Y
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NOTE 18— EMPLOYEE STOCK AND SAVINGS PLANS

We grant stock-based compensation to employees and directers. Awards that expire or are canceled without delivery of shares generally
becorme available for issuance under the plans. We issue new shares of Microsoft common stock to satisfy vesting of awards granted under
olir stock plans. We also have an ESPP for all elighle employees.

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

iin millions)

Yoar Ended Juns 30, 2024 203 2022
Stock-based compensation expense $ 10734 5 9811 § 7502
Income tax benefits related to stock-based compenzation 1,826 1,651 1,283
Stock Plans

Stock awards entitle the holder to receive shares of Microsolt common stock as the award vests. Stock awards generally vest over a service
period of four years or five years,

Executive incentive Plan

Under the Executive Incentive Plan, the Compensation Committes approves stock awards to executive officers and cestain senior
executives. RSUs generally vest ratably over a service period of four years. P5Us generally vest over a performance period of three years.
The number of shares the PSL holder receives is based on the extent to which the comesponding performance goals have been achieved.

Activity for All Stock Plans

The fair value of stock awards was estimated on the date of grant using the following assumptions:

Year ended June 3, 2024 203 oz
Dividends per share (quarterly amounts) 5 068-0.75 5 062-088 35 0.56 - 0.62
Interest rates 3.8% - 5.6% 20% - 54% 0.08% - 3.6%

Dwring fiscal year 2024, the following activity occurred under our stock plans:

Wisighted Averags

Grant-0ats Far
Shares Vaue
i milliors)
Stock Awards

Monvested balance, beginning of year 9 $ 250,37

Granted " 41 339.46

Vested {42) 246.71

Farfeited {7) 270.59

MNorvested balance, end of year 88 5 28228
(a) Includes 1 milion of FSUs grarted at target and performance adiustments above targel levels for each of the fiscal years 2024 2023,

and 2022

As of June 30, 2024, total unrecognized compensation costs related to stock awards were 320.3 billion. These costs are expected to be
recognized over a weighted average pernod of three years. The weighted average grant-date fair value of stock awards granted was 533048
3252.58 and 5291.22 for fiscal years 2024, 2023, and 2022, respectively. The fair value of stock awards vested was 516.0 billion, 311.9

billion, and $14.1 bilion, for scal years 2024, 2023, and 2022, respectively. As of Juna 30, 2024, an aggregate of 120 millicn shares were
authorized for future grant under our stock plans,
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Employee Stock Purchase Plan

We have an ESPP for all elighle employees. Shares of our common stock may be purchased by emplovess at three-month iftervals at 90%
of the fair market value on the |ast trading day of each three-month period. Employess may purchase shares having a value not exceading
15% of their gross compensation during an offering period.

Employees purchased the following shares during the pericds presented:

[Ehares in millions)

Yaar Ended Juns 30, 2024 pa ] x22
Shares purchased G T T
Average price per chare $ 33046 5 24559 § 25955

As of June 30, 2024, €3 million shares of our common stock were reserved for future issuance through the ESPP.

Savings Plans

We have savings plans in the .5, that qualify under Section 401(k) of the Internal Revenue Code, and a number of savings plans in
international locations, Bigible U.5. employees may contribute a portion of their salary into the savings plans, subject to certain limitations.
We match a portion of each dollar a participant contributes into the plans. Employer-funded retirement benefits for all plans were 1.7 billion,
$1.6 billicn, and 31 .4 billion in fiscal years 2024, 2023, and 2022, respectively, and were expensed as contributed.

NOTE 19 — SEGMENT INFORMATICHN AND GEQGRAPHIC DATA

Ini its operation of the business, management, including our chief operating decision maker, who is also our Chief Executive Officer, reviews
certain financial information, including segmented internal profit and loss statements prepared on a basis not consistent with GAARP. During
the pericds presented, we reported cur financial performance based on the following segments: Productivity and Business Processes,
Intelligent Cloud, and More Personal Computing.

W have recast certain previously reported amounts to conform to the way we intemally manage and monitor our business. Refer to Note 1 =
Accounting Palicies of the Notes to Financial Statements for further discussion.

Cur repartable segments are described below.

Productivity and Business Processes
Qur Productivity and Business Processes segment consists of products and services in cur portfolio of productivity, communication, and
information services, spanning a variety of devices and platforms. This segment primarily comprises:

*  Microsoft 365 Commercial products and clowd services, including Microsoft 385 Commercial cloud, comprising Microsoft 365
Commercial, Enterprise Mobility + Security, the cloud portion of Windows Commercial, the per-user portion of Power Bl
Exchange, SharePoimt, Microsoft Teams, Microsoft 365 Security and Compliance, Microsoft Viva, and Microsoft 385 Copilot; and
Microsoft 365 Commercial products, comprising Windows Commercial on-premises and Office licensed on-premises.

+  Microsolt 365 Consumer products and cloud services, including Microsolt 365 Consumer subscriptions, Office licensed on-
premises, and other consumer services.

+  Linkedin, including Talent Solutions, Marketing Solutions, Premium Subscriptions, and Sales Solutions,

= Dynamics products and cloud services, including Dynamics 385, comprising a set of intelligent, cloud-based applications across
ERE CRM, Power Apps, and Power Automate; and on-premises ERP and CRM applications.

]
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Intelligent Cloud

Qur Intelligent Cloud segment consists of our public, private, and hybrid server products and cloud services that can power modern business
and developers. This segment primarily comprses:

+  Server products and cloud senices, including Azure and other cloud services, comprising cloud and Al consumption-based
services, GitHub cloud services, Muance Healthcare cloud services, virtual deskitop offerings, and other cloud services; and
Server products, comprising SOL Server, Windows Server, Visual Studio, System Center, related Clent Access Licenses
("CALs"), and ather en-premises offerings.

+  Enterprize and pariner services, including Enterprise Support Services, Industry Solutions, MNuance professional services,
Microsoft Parner Network, and Leaming Experience.

More Personal Computing

Our More Personal Computing segment consists of products and services that put customiers at the center of the experience with our
technology. This segment primarily comprises:

= Windows and Devices, including Windows, comprising Windows OEM licensing (Windows Pro and non-Pro licenses sold
through the OEM channel). Windows Intemet of Things, and patent licenzing; and Devices, comprising Surface, HoloLens, and
PC accessories.

+  Gaming, including Xbex hardware and Xbox content and services, comprising first- and third-party content {including games and
in-game content), Xbox Game Pass and other subscripions, Xbox Cloud Gaming, advertising, third-party disc royalties, and
other cloud services,

= Search and news advertising, comprising Bing (including Copilat), Microsoft News. Microsolt Edge, and third-party affifiates.

Revenue and costs are generally directly attributed to our segments. However, due to the integrated structure of cur business, certain
revenue recognized and costs incurred by one segment may benefit other segments. Revenue from certain contracts is allocated among the
segments based on the relative value of the underlying products and services, which can include allocation bazed on actual prices charged,
prices when sold separately, or estimated costs plus a proft margin, Cost of revenue is allocated in centain cases based on a relative
revenue methodology. Operating expenses that are allocated primarily include those relating to marketing of products and senices from
which mulbiple segments benefit and are generally allocated based on refative gross marngin.

In addition, certain costs are mcurred at a corporate level and allocated to our segments. These allocated costs generally include legal,
including settlements and fines, information technology, human resources, fnance, excise taxes, field selling, shared faciliies services,
customer service and supperet, and severance incurred as part of a corporate program. Each allocation is measured differently based on the
specific facts and circumstances of the costs being allocated and iz generally based on relative gross margin or relative headcount.

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

{in miilie )

Year Ended June 30, brae ot | 207 2022

i

Productivity and Business Processes % 106820 35 84151 § 84,635

Intedli gant Cloud B7 464 72044 63,029

Maore Personal Computing 50,838 44 820 50606
Tortal 25122 5 ENM®5 5 188270

Oparating Incoma

Productivity and Business Processes 5 50,661 S E0074 $ 43,183

Intelligent Cloud a7 813 28,41 25,810

Mare Personal Compauting 11,959 10,038 14,410
Total 5 109433 5 88525 $ 83,383

i)
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Ma sales to an individual customer or country cther than the United States accounted for more than 10% of revenue for fiscal years 2024,
2023, or 2022. Revenue, classified by the major gecgraphic areas in which our customers were located, was as follows:

iy millis |

Yaar Ended Juns 30, 4 b ] fracrir g

United States § iM704 § {08744 § 100218

Cther countries 120,418 105171 98,052
Total $ M2 5 211815 F 188270

{a) [Includes bilings fo OEMs and cedain mubinational organizations because of the nature of these businesses and the impracticabiity of
defermining the geographic source of the revenue.

Revenue, classified by significant product and service offerings, was as follows:

[ TET
Waar Emded Junss 50, pacat ] bas rd
Server products and cloud services 5 79828 3 65007 3 55414
Microsolt 365 Commercial products and cloud services 76,969 66 049 50928
Gaming 21,503 15,466 16,230
Windows and Devices 17,026 17,147 22628
Linkedin 16,372 14,989 13,631
Search and news advertising 12,306 12125 11,526
Enterprizse and pafner serices 7,504 7.900 7.605
Dynamics products and cloud services 6,831 5,796 4,800
Microsoft 385 Consumer products and cloud services 6,648 6417 8277
Cither 45 118 233
Tatal $ HM5122 5 2118156 § 198270

Our Microsoft Cloud revenue, which includes Microsoft 385 Commercial cloud, Azure and other cloud services, the commercial porion of
Linkedin, and Dynamics 365, was 3137.7 billion, 3111.6 billion, and 3814 billion in fiscal vears 2024, 2023, and 2022, respectively. These
amounts are primanly included in Microsoft 365 Commercial products and cloud services, Server products and cloud services, Linkedin, and
Dymamics products and doud services in the table above.

Asszels are not allocated to segments for internal reporting presentations. A portion of amortization and depreciation is included with various
cther costs in an overhead allocation to each segment. It is impracticable for us to separately identify the amount of amortization and
depreciation by segment that is included in the measure of segrment profit or loss.

Longlived assets, excluding financial instruments and tax assets, classified by the location of the controlling statutery company and with
countries over 10% of the total shown separately. were as follows:

{in milliars)

Auna 30, ol ot i

United States 5 186,106 5 114380 % 106,430

Cther countries 115,263 72858 549 938
Total $ 3IN369 S5 187239 § 166368

Bl
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Stockholders and the Board of Directors of 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, 2024 and 2023, 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, 2024, 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, 2024 and 2023, and the results of its operations and its cash flows for each of the three years in the
period ended June 30, 2024, 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, evidence
regarding 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 financial statements. We believe that our audits provide a reasonable basis for our
opinion.

Critical Audit 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 accounts or disclosures that are material to the financial statements and (2) involved our
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 separate opinions 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 certain 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 certain 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 certain 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 certain 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. In the current fiscal year, the Company
received Notices of Proposed Adjustments (“NOPAs”) for the tax years 2004 to 2013, primarily related to
intercompany transfer pricing. 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
certain 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, including the NOPAs received in the current fiscal year,
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.

Business Combinations - Estimate for Valuation of Acquired Intangible Assets - Refer to Note 8 to the
financial statements

Critical Audit Matter Description

On October 13, 2023, the Company completed the acquisition of Activision Blizzard, Inc. The Company
accounted for the Activision Blizzard, Inc., acquisition as a business combination and, accordingly, allocated
the purchase price to the assets acquired and liabilities assumed based on their respective estimated fair
values as of the date of acquisition. Identifiable intangible assets acquired included marketing-related
intangible assets, technology-based intangible assets, and customer-related intangible assets. The excess of
the purchase consideration over the fair value of identifiable assets acquired and liabilities assumed was
recorded as goodwill.
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We identified the fair value determination of certain marketing-related and technology-based intangible assets

for the business combination as a critical audit matter due to the significant judgment required in determining

their estimated fair values. Management's estimates of fair value included assumptions for revenue and

expense forecasts and the selection of appropriate discount rates. There was a high degree of auditor

judgment and subjectivity in applying audit procedures and evaluating the significant assumptions relating to

the estimates, including involvement of our fair value specialists.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures related to management’s estimates of the fair value of certain marketing-related and
technology-based intangible assets acquired included the following, among others:

We tested the operating effectiveness of internal controls over the business combination, including internal
controls over the revenue and expense forecasts and the selection of appropriate discount rates.

We assessed the knowledge, skills, abilities, and objectivity of management’'s valuation specialist and
evaluated the work performed.

When assessing the reasonableness of assumptions related to forecasted revenue and expenses, we
evaluated whether the assumptions used were reasonable considering historical financial information of

Activision Blizzard, Inc., and the Company’s forecasted financial information.

With the assistance of our fair value specialists, we evaluated the reasonableness of the discount rates
by:

Testing the source information underlying the discount rates and testing the mathematical accuracy of the
calculations.

Developing a range of independent estimates and comparing those to the discount rates selected by
management.

/s/ DELOITTE & TOUCHE LLP

Seattle, Washington July 30, 2024
(December 3, 2024 as to the effects of the retrospective adjustments in Notes 1, 8, 9, 13, and 19)

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