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CAPITAL STRUCTURE as of 12/31/16
Total Debt $84371 mill. Due in 5 Yrs $40086 mill.
LT Debt $59306 mill.

LT Interest $1630 mill.
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Revenues ($mill) A
Operating Margin

(47% of Cap’l)

Leases, Uncapitalized $572.0 mill.

No defined benefit pension plan
Pfd Stock None

Common Stock 7,727,529,820 shs.
as of 1/20/17

MARKET CAP: $500 billion (Large Cap)
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BUSINESS: Microsoft Corp. is the largest independent maker of
software. It develops and sells software products for a wide range
of computing environments in consumer and enterprise markets.
Hardware products include the Xbox video game console and Sur-
face tablet. Revenue sources in fiscal 2016: Productivity & Busi-
ness Processes, 28.8%; Intelligent Cloud, 27.2%; More Personal

Computing, 44.0%. R&D, 13.0% of 2016 revenues. Employed
114,000 at 6/30/16. Stock owners: William H. Gates, 2.5%;, other
offs. & dirs., 0.5%; The Vanguard Group, 6.1%; BlackRock, Inc.,
5.6%; (10/16 proxy). Chrmn: John Thompson. CEO: Satya Nadella.
Inc.: Washington. Addr.: One Microsoft Way, Redmond, Washing-
ton 98052-6399. Tel.: 425-882-8080. Internet: www.microsoft.com.
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Microsoft's earnings report for its fis-
cal second quarter made for good
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reading. (Years end June 30th.) The soft-
ware and cloud services giant reported
revenue and earnings of $26.1 billion and
$0.83 a share, inclusive of the recent ac-
quisition of LinkedIn (completed on De-
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cember 8th), but excluding the effect of
Windows 10 revenue deferrals. Our reve-
nue and earnings estimates, which did not
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include LinkedIn, were $25.1 billion and
$0.78 a share. On a non-GAAP basis,
LinkedIn added $228 million to the top
line, but penalized net income by $100 mil-
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lion, or about $0.01 a share. The latest fi-
nancial report showed that the company is
continuing to make progress with
Windows 10 and the associated ecosystem,
while also meeting the burgeoning demand
for its cloud infrastructure and higher-
valued services.
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Microsoft's overall strategy is becom-
ing increasingly effective. Although its
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three reporting segments Productivity and
Business Processes, Intelligent Cloud, and
More Personal Computing are important
in their own right and give investors a

way to measure financial performance, it

is becoming clear that these business units
do not stand alone, but are intertwined.
True, the swift adoption of Office 365 in
the commercial and consumer arenas, the
rapid increases in compute time on Micro-
soft’s cloud platform Azure, and the rising
corporate interest in Windows 10 are cer-
tainly meaningful. However, the interplay
that is developing between each segment’s
operations suggests that the company is
making good headway in its transition
from a traditional software vendor selling
perpetual license agreements and
maintenance to one that is meeting the
changing needs of its customers, as the
secular move to cloud architecture and
computing pushes inexorably forward.
What about Microsoft stock? The
shares have had a good run over the last
three and half years, making new commit-
ments to the untimely issue less attrac-
tive, at this juncture. That said, those sub-
scribers already holding the high-quality
stock may want to continue to do so, since
the company’s business strategy should
continue benefiting current shareholders
over time.

Charles Clark February 10, 2017

Company’s Financial Strength

(A) Fiscal year ends June 30th. (B) Diluted |15, d$1.17; '16, d70¢. Next earnings report, | (E) Dividends historically paid in March, June,
earnings. Quarters may not add to total. Excl. | mid-April. (C) In mill., adjusted for stock split. | Sept., and Dec. =Dividend reinvestment plan
nonrec. items: '01, d26¢; '02, d23¢; '03, d5¢; | (D) Includes intangibles. In 2016: $17.9 billion, | available. Special dividend of $3.00 a share
'04, d29¢; '05, d4¢; '12, d72¢; '13, d7¢; $2.29 a share. paid December 2, 2004.
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