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Microsoft Limited

Strategic Report for the Year Ended 30 June 2017

N

The directors present their strategic repon for the year ended 30 June 2017. The direclors are listed on page 1.

Principal activity

From February 2017, the principal activity of Microsoft Limited extended to include the direct dlslnbuuon of

computer software, penpherals, and hardware to customers. The company also continues to provide marketing and

support for systems, devices and applications software for business, professional and home use, including operating
" systems, network’ products languages and applications. The principal area of business activity is the United

Kingdom.

Fair review of the business

The primary purpose of the company is to distribute computer software, peripherals, and hardware to customers and
to provide marketing and support services to other group companies. Turnover for the year amounted to £1,12im
(2016: £956m) with a profit after taxation of £77m (2016: £86m). The majority of turnover comprises commissions
from other group companies for their services..In the current year turover from other group companies increased to
£809m from £805m.

The key performance indicator for the company is based on return on employee investment. The return on employee
investment in the current year was 20% (2016: 19%). The company is committed to ensuring all employees are
focused on the overall group strategy, and as such employee involvement is a key focus for the company refer to
"Employee involvement” paragraph in the Directors’ Report.

Turnover is also genecrated from the distribution of computer so'ﬂware, peripherals, and hardware to customers and
from the Services business through its Managed Support and Consulting divisions. This represents the sales o third
parties of £312m (2016: £151m).

The Distribution business encompasses the direct distribution of computer software and hardware for the Volume
Licensing, Microsoft Business Solutions (MBS), Microsoft Supply Chain (MSC) and Online Retail lines of business’
to UK customers. Microsoft Limited conducts this business under a "Limited Risk Distributer” model, the terms of
which are outlined in intercompany agreements.

The Managed Support business provides onsite technical experts to enhance the performance of customers'
investment in Microsoft's technology. The Consulting division works with customers and partners to deliver best in
class, leading edge solutions to support the adoption and acceleration of deployment of Microsoft products.

Microsoft continues to, transform its business as the productivity and platform company for the mobile-first and
cloud-first world. Microsoft Limited will continue to support Microsoft Corporation's efforts in the ‘UK market in
creating new opportunities for partners, increase customer satisfaction and improve our service excellence, business
efficacy, and internal processes.

Strategy, objectives and business model

The Directors have not presented a separate analysis of the strategy. objectives or business model of the Microsoft
group as this analysis has been disclosed as part of the Microsoft Corporation consolidated Form 10-K for the year
ended 30 June 2017, which are publicly available. Microsoft Limited's business model is expected to remain as it
continues to provide marketing and support services to Microsoft's UK customer base.
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Microsoft Limited

Stfategic Report for the Year Ended 30 June 2017 (continued)

Prmcnpal risks and uncertainties

The principal risks and uncertainties of the company are intrinsically hnked to the other MICI‘OSOﬂ group companies.
Their performance continues to be strong and there is not considered to be a significant risk to the company's
continuing profitability. The company has no significant borrowings or foreign exchange exposure. The company's
principal financial assets are trade and other receivables. The company's credit risk is primarily attributable to its
trade receivables.The amounts presented in thc balance sheet are net of allowances for doubtful receivables. An
allowance for impairment is made where there is an identified loss. The company has no significant concentrauon of
credxl risk, with exposure spread over a large number of counterparues and customers.

A of Directors and signed on its ‘behalf by: -
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Micrqsoft Limited

Directors' Report for the Year Ended 30 June 2017

The directors present their report and the financial statements for the year ended 30 June 2017.

- Dividends.
The directors approved a dividend payment of £113. 6m be made in respect of the financial year ended 30 June 2017
(2016: £115.0m).

Going concera

The company and the Microsoft group have considerable financial resources. As a consequence, the directors
believe that the group is well placed to manage its business risks successfully despite the current uncertain economic
outlook. The company has a letter of support that Microsoft Corporation will guarantee the solvency of the company
and provide it with sufficient financing resources for at least 12 months from the date of signing.

The directors have a reasonable expectation that the company and the group have adequate resources to continue in
operational existence for the foreseeable future. Thus, the directors continue to adopt the going concemn basis in
preparing the annual report and accounts. .

Future prospects

The company will continue to support other group companies and in view of the current economic climate, the board
is looking forward to sustaining the level of revenue and profits in the following years. .

Risks and uncertainties
The principal risks and uncertainties of the company are intrinsically linked to the other Microsoft group compames
These are detailed in the Strategic Report.

Directors of the company . :

The directors who served during the year and up to the date of this report are:
K R Dolliver

B O Orndorff

M Van Der Bel (resigned 3 October 2016)

C H Rose (appointed | September 2016)

Employee involvement

The Company places considerable value on the involvement of its employees and has continued to keep them
informed on matters affecting them as employees and on the various factors affecting the performance of the
Company.This is achieved through formal and informal meetings.

Employment of disabled persons

The company values diversity and sees equal opportunity as making the best use of the talents of all employees and
potential employees. As such it is the company's policy to give full and fair consideration to applications for
employment by disabled persons, bearing in mind the abilities of the applicant concerned. The company will not
tolerate discrimination in the workplace and aims to ensure that each employee feels valued, and has the opponumty
to contribute fully to lhe success of the company.

The company's general policy on training and promotion is to fit the qualifications and potential of each member of
its staff to the appropriate job and career in the business. This policy is applied to d)sabled persons in the same way
as to other staff.

In the event of an employee becoming disabled, the company endeavours to continue their employment, retraining

them where appropriate, provided there are duties which they can perform considering the particular handicap or
disability.
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Microsoft Limifed

Directors' Report for the Year Ended 30 June 2017 (continued)

Disclosure of information to the auditor
Each of the persons who is a director at the date of approval of this report confirms that:

* so far as the director is aware, there is no relevant audit information of which the company's auditor is unaware;
and - : ’

« the director has taken all the steps that ought to have been taken as a director in order to be aware of any relevant.
audit information and to establish that the company's auditor is aware of that information. -

- This confirmation is given and should be interpreted in accordance with the provisions of 5418 of the
Companies Act 2006. - a .

Reappointment of auditor
Deloitte LLP have expressed their willingness to continue in office as auditor. The company passed elective
resolutions dispensing with the requirements to hold annual general meetings and to re-appoint auditors annually.

-Approved by the Board on 7,6!03\\? .......... and signed on its behalf by:
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Microsoft Limited

Directors' Responsibilities Statement

The directors are responsible for preparing the Annual Report and thé financial statements in accordance with

applicable law and regulauons

Company law requires the direclors to prepare financial statements for each financial year. Under the law the

directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted

Accounting Practice, (United Kingdom Accounting Standards and applicable law) including FRS 101 “Reduced

Disclosure Framework™. Under company law the directors must not approve the financial statements unless they are

satisfied that they give a true and fair view of the state of affairs of the company and of the profit or loss of the

company for that period. In preparing these financial statements, the directors are required to:

«. select suitable accounting policies and apply them consistently;

« make judgements and accounting estimates that are reasonable and prudent;

+ state whether appllcable UK accounting standards have been followed, subject to any material departures '
disclosed and explained in the financial statements; and

< prepare the financial slatements on the going concern basis unless it is lnapproprlme to presume that the
company will continue in business.

The directors are responsibie for keeping adequate accounting records that are sufficient to show and explain the

company's transactions and disclose with reasonable accuracy at any time the financial position of the company and

enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible

for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of

fraud and other irregularities.
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Microsoft Limited

Independent Auditor's Report to the Members of Microsoft Limited

Report on the audit of the financial statements

Opinion .

In our opinion the ﬁnancna| statements:

* give a true and fair view of the state of the company’s afTairs as at 30/06/2017 and of its profit for the year then
ended;

« have been properly prepared in accordance ith United Kingdom Generally Accepted Accounung "Practice
including Financial Reporting Standard 101 “Reduced Disclosure Framework™ and

* have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of Microsoft Limited (the *company’) which comprise:
« The profit and loss account; °

* The statement of comprehensive income;

* Thebalance sheet;.

¢ The statement ofchanges in equity;

« The statement of accounting policies; and

* The related notes 2 to 21.

The financial reporting framework that has been applied in their préparalion is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework™ (United
Kingdom Generally Accepted Accounting Practice). o

Basis for opinion

* We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs(UK)) and applicable

law. Our responsibilities under those standards are further described in-the auditor's rcsponmbnhues for the audit of
the financial statements section of our report.

We are independent of the company in accordance iwith the ethical requirements that are relevant to our audit of the.
financial statements in the UK, including the FRC’s Ethical Standard, andwe have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for 6ur opinion.

Conclusions relating to going concern

We are required by ISAs (UK) to report in respect of the following matters where:

» the directors’ use of the going concern basis of accounting in prepurauon of the financial statements is not
appropriate; or

+ the directors have not dlsclosed in the financial statements any.identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least tweélvé months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of these matters.
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Microsoft Limited

Independent Auditor's Report to the Members of Microsoft Limited (continued)

Other information-

The directors are responsible for the other information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor's report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion théreon.

In connection with our audit of the financial statements, our responsibility is to read the other mformauon and. in
_ doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the findncial statements or a material misstatement of the other information. If, based on the work-
we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view, and for such internal control as
the directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence lhe
economic decisions of users taken on the basis of these financial statements.

A further description of our responsnbllmes for the audit of the financial statements is located on the Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's
report. .

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body; for our audit work, for this report, or for the opinions we have formed.
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Microsoft Limited

" Independent Auditor's Report to the Members of Microsoft Limited (continued)

Report on other legal and regulatory requirements

.Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
« the information given in the strategic report and the directors’ report for the financial year for whlch the Fnanmal
statements are prepared is consistent with the financial statements; and
-+ the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements. : : '

In the light of the knowledge and understanding of the company and its environment obtained ii the course of the -

audit, we have not identified any material misstatements in the the strategic report or the directors® report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to-report in respect of the following matters if; in our opinion:

« adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

- the financial statements are not in agreement with.the accounting records and returns; or

« certain disclosures of directors® remuneration specified by law are not made; or

 we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters. . '

. Julian Rak (Senior Statutory Auditor)
For and0on behalf of Deloitte LLP
Statutory Auditor )
Cambridge.United Kingdom

Date. 1% Mewrn, T0\¥
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Microsoft Limited ‘

Profit and Loss Account and other comprehensive income for the Year Ended 30 June 2017

3

2017 . 2016
- Note £ 000 £ 000
. Turnover "3 1,121,044 956,055
Cost of sales , (267,682) (120,181)
Gross profit . . 853,362 835.874
Distribution costs : (162214) (153,340)
Administrative expenses ) A (586:8‘I9) (575,644)
Other income . - 2,496
Interest payable and similar charges 5 (67) -
Interest receivable and similar income . . . 3 1,003 1,799
Other finance income 7 1,004 -
Profit before tax 8 106,269 111,185
Tax on profit on ordinary activities 9 (29,141) (25,544)
Profit for the year . ' ... 77,28 85,641
1
: 2017 2016
. £000 £000
Profit for the year : : 77.128 . 85,641
Items that will not be reclassified subsequently to profit or loss
Actuarial gain on pension scheme 4 ) 3,761 -
Deferred tax on actuarial gain - . . (743) -
Total : 3,018 -
Total comprehensive income for the year 80.146 _. 85641

The above results were derived from continuing operations.

There were no comprehensive income or expenses other than those shown in the Profit and Loss Account and Other

Comprehensive Income above.
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Microsoft Limited

 (Registration number: 01624297)
Balance Sheet as at 30 June 2017

2017 2016

Note £ 000 £000
Non current assets _ . _ . ’
Tangible assets 7 B - 10 33,496 39,026
Deferred tax asset _ 1 . 15,680 14,692
49,176 53,718
- Current assets .
Debtors B ‘ 12 866,923 384,039
" .Corporation tax o o : © 1,024 ~ 971
‘ . 867,947 385,010 -
Creditors: Amounts falling due within one.year . ) ‘
Creditors: amounts falling due within one year - , 13 (778.193) (240,854)
Net currentassets . . ' : 89,752 144,156 -
Total assets less current liabilities . B A : "138,928 " 197,874
Creditors: Amounts falling due after more than one year
Creditors: amounts falling due after more than one year 14 (5,983) . k -
Provisions for liabilities ' o 15 (16,344) (14,618)
Net assets excluding pension asset ‘ . ' o 116,601 183,256
. Net penvsion asset - . ' 16 ) © 79,950 - -
Net assets - ‘ ' ... . 196551 . 183,256
Capital and reserves i ,
Called up share capital ' _ 17 s 15
Profit and loss account. . » . 196,536 183,241
Shareholders' funds.. ; 196.551 183,256

ThE financial statemey
issue by the bpard of

df Microsoft llmllfd registration number 01624297, were approved and authorised for
ors on .26 [03 ..and SIgned on its behalf by: "

-~
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Microsoft Limited

Statement of Changes in Equity for the Year Ended 30 June 2017

‘At 1 July 2016

Total comprehensive income for the year

Profit for the year

Actuarial gain on pension scheme
Deferred tax on actuarial gain

Total comprehensive income

Current tax on share based payments
Deferred tax on share based payments
Deferred tax on pension

Share based payment - contribution received

Dividends

“Total contributions by and distributions to

owners

At 30 June 2017

.At | July 2015

Total comprehensive income for the year

Profit for the year

Total comprehensive income

Current tax on share based payments

. Deferred tax on share based payments

Share based payment - contribution received

Dividends

Total contributions by and distributions to

owners

At 30 June 2016

Called up share  Profit and loss
capital account Tofal
Note £ 000 £ 000 £ 000
15 183,241 183,256
- 77,128 77,128
- 3,761 3,761
- (743) (743)
- 80,146 80,146
- 4,842 4,842
- 1,379 1,379
- 174 174
- 40,354 40,354
6 - (113,600) (113,600)
- (66,851)  (66.851)
15 196,536 196,551
Called up share  Profit and loss
‘ capital account Total
Note £ 000 £000 £000
15 175,413 175,428
- 85,641 85.641
- 85,641 85,641
- 3.087 3,087
- (109) . (109)
- 34,247 . 34,247
6 - (115,038) (115.038)
- (77,813) (77.813)
15 183,241 - 183,256
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Microsoft Limited

Notes to the Financial Statements for the Year Ended 30 June 2017

1 Accounting policies

Summary of significant accounting policies and key accounting estimates
The principal accounting policies applied in the preparation of these financial statements are set out below. These .
policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation
Microsoft Limited (the “Company™) is a private company, limited by:shares, incorporated and domiciled in the UK

* . under the Comparies Act 2006 and is registered in England and Wales. The registered office address is shown on

page 1.

The Company is exempt by virtue of s401 of the Companies Act 2006 from the réquire’mem, to prepare group.
financial statements. These financial statements present information about the Company as an individual
undertaking and not about its group.

The Company meets the definition of a qualifying entity under FRS 100 Applicalion of Financial Reporting -~
Requirements™issued by the FRC. Accordingly, these financial statements were prepared in accordance \Vllh
Fmancnal Reporting Standard 101 ‘Reduced Disclosure Framework®.

In preparing these financial statements, the Company applies the recognition, measurement and disclosure

requirements of International Financial Reporting Standards as adopted by the EU (*Adopted IFRSs®). but makes

amendments where necessary ih order to comply with Companies Act 2006 and has set out belowswhere advantage
. of the FRS 101 disclosure exemptions has been taken.

The Company‘s ultimate parent undenakmg, MlCI‘OSOﬂ Corporation includes the Company in its consolidated
financial statements. The consolidated financial statements of Microsoft Corporation are prepared in accordance
with US generally accepted accounting principles (GAAP) and are available 1o the public and may be obtained from
the Investor Relations Depanmenl Microsoft Corporation, 1 Microsoft Way, Redmond, Washmgmn 98052-6399,
USA.

The financial statements are presented in pounds sterling, which is the currency of the primary economic
environment in which the Company operates (its functional currency).
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Microsoft Limited

Notes to t“he Financial Statements for the Year Ended 30 June 2017 (continued)

1 Accounting pdlicies (continued)

Summary of disclosure exemptlons
In these financial statements, the company has applied the e\empuons available under FRS 101 in respecl of the
following disclosures:

. » a Cash Flow Statement and related notes;
« Disclosures in respect of transactions with wholly owned subsidiaries ;
» Disclosures in respect of capital management;
*» The effects of new but not yet effective IFRSs;
+ Disclosures of transactions wnh a management entity that provndes key managemenl personnel services to the
company.

As the consolidated financial statements of Microsoft Corporation include the equivalent disclosures, the Company
has also taken the exemptions under FRS 101 available in respect of the following disclosures:

Centain disclosures required by IFRS 2 Share Based Payments in respect of group settled share based payments

Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7 Financial
Instrument Disclosures. .

The Company. proposes to continue to adopt the reduced disclosure framework of FRS 101 in its next financial
statements.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements. .

Measurement conventhn ]
The financial statements are prepared on the historical cost basis.

Going concern .
The company had a profit after tax in the year of £77m (20l6 £86m) and was in a net asset position of £196m
(2016: £183m).

The company and the Microsoft group have considerable financial resources. As a consequence, the directors
believe that the group is well placed to manage its business risks successfully despite the current uncertain economic
outlook.The company has a letter of support that Microsoft Corporation will guarantee the solvency of the company
and provide it with sufficient financing resources for 12 months from the date of signing.

The directors have a reasonable expectation that the company and the group have adequate resources to continue in

operational existence for the foreseeable future. Thus, the director's continue to adopt the going concern basis in
preparing the annual report and accounts.
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Microsoft Limited =~ -

Notes to the Financial Statements for the Year Ended 30 June 2017 (continued)

1 A‘ccouhting policies (continued)

Share-based payments A
The Microsoft group operates a number of share-based payment arrangements.

Where the Company*s parent Company has granted rights to its equ'ity'instrumenls to employees of the Company,
such arrangements are accounted for as equity-settled share-based payment arrangements. In such instances a capital
contribution is recognised to the extent that the Company is not recharged by its parent.

Equity-settled share-based payments to employées and others providing similar services are measured at the fair
value of the equity instruments at the grant date. The fair value excludes the effect of non-market-based vesting
conditions.

The fair value determined at the grant date of the equity-settled share-based payments is expensed on a straight-line
basis over the' vesting period, based on the Company's estimate of equity instruments that will eventually vest. At
each balance sheet date, the Company revises its estimate of the number of equity instruments expected to'vest as a
result of the effect of non-market-based vesting conditions. The impact of the revision of the original estimates, if
any, is recognised in profit or loss such that the cumulative eXpense reflects the revised estimate, with a
corresponding adjustment to equily reserves. Refer to note 19 for details of how the fair value of awards is
determmed

Tangible fixed assets
Tangible fixed assets are stated in the balance sheet at cost less accumulated deprecmuon Provision is made for any
permanent diminution in value.

' Depreciation is calculated so as to write off the cost, less residual value of fixed assets on a straight-line basis over
their expected useful lives at the following rates:

Office equipment, furniture and fittings 33% per annum
Computer and technical equipment 33% to 100% per annum
Leasehold improvements over the period of the lease

Residual value is calculated on prices prevailing at the date of acquisition.

Leases

Rental costs under operating leases are charged to the Profit and Loss account in equal amounts over the period of
the lease.

Lease incentives are consndered as part of lhe overall cost of the lease and amortised straight line over the period of
the lease

' Provnsuons

Provisions are recognised when the company has a present obhgatlon in respect of a past event, when it is more
likely than not that an outflow of resources will be required to settle the obligation and where the amount can be ,
reliably estimated. Provisions are discounted when the time value of money is considered to be-material.

~
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Microsoft Limited

Notes to the Financial Statements for the Year Ended 30 June 2017 (cphtinued)

1 Accounting policiés (continued) '

Defined contribution pension obligation

The Company operates defined contribution retirement benefit schemes for all qualifying employees. The assets of
the schemes are held separately from those of the Company in funds under the control of trustees. Where there are
employees. who leave the schemes prior to vesting fully in the contributions, the contributions payable by the
Company are reduced by the amount of forfeited contributions.

The contributions are recognised as an expense in the Statement of Comprehensive Income when they fall due.
Amounts not paid are down in accruals as a liability in the Balance Sheet. The assets of the plan are held separately
from the Company in independently administered funds.

Defined benefit pension obligation

The Company is a participating Company of the Nokia Group (UK) Pension Scheme. This is a funded group
pension scheme that provides both benefits based on final pensionable pay and benefits dependant on contributions
paid. The assets of the scheme are held separately from those of Microsoft Limited, being managed by Blackrock
Investment managers.

Contributions to the defined benefit tier of the scheme are based upon pension costs across the group as a whole,.
wheras contributions to the defined contribution tier of the scheme are fixed.

The cost of providing benefits under the defined benefit plan is determined using the projected unit credit method
which attributes entitlements to benefits to the current period (to delermine current service costs) and to the current
and prior periods (1o determine the present value of the defined benefit obligation) and is based on actuarial advice.
Past service costs are recognised in profit and loss. When a settlement (eliminating all obligations for benefits
already accrued) or a curtailment (reducing future obligations as a result of material reduction in the scheme
membership or a reduction in future entitlement) occurs the obligation and related plan assets are remeasured using
current actuarial ‘assumptions and the resultant gain or loss recognised in the Statement of Comprehensive Income
during the period in which the settlement or curtailment occurs.

Net interest is calculated by applying the discount rate to the net defined benefit liability or asset, both as determined
at the start of the annual reporting period, taking account of any changes in the net defined benefit liability during
the period as a result of contributions and benefit payments. The net interest is recognised in the Statement of
Comprehensive Income as other finance revenue or cost.

Remeasurements, comprising actuarial gains and losses, the effect of the assel ceiling and the return on the net assels
(excluding amounts included in net interest). are recognised in other comprehensive income in the period in which
they occur.

The defined benefit pension asset in the balance sheet comprises the total of the present value of the defined benefit
obligation (using a discount rate based on high quality corporate bonds) less the fair value of plan assets our of
which the obligations are to be settled directly. Fair value is based on market price information and in the case of
quoted securities is the published bid price. The value of a net pension benefit asset is restricted to the present value
of any amounts the Company e\pects to recover by way of refunds from the plan or reductions in the future
contributions.

Contributions to defined contribution schemes are recognised in the Statement of Comprehensive Income is the
period in which they become payable.
Refer to note 16 for further details.
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Microsoft Limited

Notes to the Financial Statements for the Yéar Ended 30 June 2017 (continued)

1 Accounting policies (cantinued)

Taxation
Current tax is provided at amounts expected to be paid (or recovered) using tax rates and laws that have been
enacted or substantively enacted by the balance sheet date. . .

Deferred taxation is recogﬂised without discounting, in respect of all timing difTerences that have originated but not

reversed at the balance sheet date where transactions or events that result in an obligation to pay more tax in the

future or a right to pay. less tax in the future have occurred at the balance sheet date.Timing differences are

" differences between the company's taxable profits and its results as stated in the financial statements that arise from
"the inclusion of gains and losses in tax assessments in periods different from those in which they are recognised in
the financial statements.

A net deferred tax asset is regarded as recoverable and therefore recognised only to the extent that, on the basis of all
the available evidence, it can be regarded as more likely than not that there will be suntable taxable profits from
which the future reversal of the underlying timing differences can be deductcd.

Finance income :
Interest income is recogmsed when it is probable that the economic benefits will flow to the Company and the
amount of revenue can be measured reliably. Interest income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that exactly discounts estimated future cash
receipts through the expected life of the financial asset to that asset’s net carrying amount on initial recognition.

Financial instruments : :

Financial assets and liabilities are recognised in the Company's balance sheet when the Company becomes party to
the contractual provision of the instrument. Because of their short term nature the carrying amount of receivables
and payables approximates their fair value.Third-party and intercompany payables and receivables are initially
recognised at fair value and subsequently at amortised cost less any provision for impairment.

Foreign currencies
Transactions in foreign currencies during the year are lranslated into stcrlmg at the average rate ruling for the month
of the transaction.

Monetary assets and liabilities denominated in foreign -currencies are translated into sterling at the closing rates of
exchange at the balance sheet date. All exchange gains and losses are taken to the profit and loss account.
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Microsoft Limited

Notes to the Financial Statements for the Year Ended 30 June 2017 (continued)

1 Accounting polici.es (conginued) -

Revenue recognmon

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and provision ot
services in the ordinary course of the company’s activities. Revenue is shown net of sales/value added tax, returns,
rebates and discounts and after eliminating sales within the company.

Revenue is recognised when earned. Revenue from corporate license programmes is recorded when the software has
been delivered and the customer is invoiced. Revenue from packaged product sales to and through distributors and
resellers is recorded when related products are shipped. Maintenance and subscription revenue is recognised rateably
over the contract period. Revenue attributable to undelivered elements, including technical support and internet
browser technologies, is based on the average sales price of those elements and is recognised .rateably on a
straight-line basis over the product's life cycle. Where a contract has only been partially completed at the balance
sheet date, revenue recognised represents the value of the service provided to date based on a proportion of the total
contract value. Costs related to insignificant obligations, which include telephone support for certain products, are
accrued. Provisions are recorded for returns, concessions and bad debts where it is reasonably expected that these
will occur.

The company recognises revenue when:

The amount of revenue can be reliably measured,;

it is probable that future economic benefits will flow to the entity;
and specific criteria have been met for each of the company activities.

Revenue includes commission receivable by the company under agreements with a fellow subsidiary.

~Cash and cash equivalents .
Cash and cash equivalents comprise cash on hand and call deposits, and other short-term highly liquid investments
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value.

Trade debtors

Trade receivables are amounts due from customers for merchandise sold or services performed in the ordinary
course of business. If collection is expected in one year or less (or in the normal operating cycle of the business if
longer), they are classified as current assets. If not, they are presented as non-current assets.

Trade receivables are recognised initially at the transaction price. They are subsequently measured at amortised cost
using the effective interest method, less provision for impairment. A provision for the impairment of trade
receivables is €stablished when there is objective evidence that the company will not be able to collect all amounts
due according to the original terms of the receivables.

Trade creditors

Trade payables are obligations to pay for goods or services that have been acqunred in the ordinary course of
business from suppliers. Accounts payable are classified as current liabilities if payment is due within one year or
less (or in the normal operating cycle of the business if longer). If not, they are presented as non-current liabilities.

Trade payables are recognised initially at the transaction price and subsequently measured at amortised cost tising
the effective interest method.
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Microsoft Limited

Notes to fhe Financial Statements for the Year Ended 30 June 2017 (continued)

1 Accounting policies (continued)

Borrowings
All borrowings are initially recorded at the amount of proceeds received, net of transaction costs. Borrowmes are
subsequently carried at amortised cost, with the difference between the proceeds, net of transaction costs, and the
amount due on redemption being recognised as a: charge to the i income statement over the period of the relevant
borrowing.

Interest expense is recognised on the basis of the effeclive interest method and is included in finance costs.
.Borrowings are classified as current liabilities unless the company has an unconditional right to defer settlement of
the hablhty for at-least 12 months after the reporlmg date.

Share capltal
Ordinary shares are classified as equity. Equuy instruments are measured at the fair value of the cash or other

_ resources received or receivable, net of the direct costs of i lssumg the equity instruments. If paymenl is deferred and

the time value of money is material, the initial measurement is on a present value basis.
Dividends

Dividend distribution to the. company’s shareholders is recognised as a liability in the company’s financial

“ statements in the period in which the dividends are approved by the company's shareholders.

2 Judgements in applying accounting policies and key sources of estimation uncertainty .

The preparation of the financial statements requirement to make judgements, estimates and assumptions that affect
the amounts reported for asset and liabilities as at the balance sheet date and the amounts reported for revenue and
expenses during the year. However, the nature of estimation means that the actual outcomes could differ from those
estimates. The following judgements and estimates have had thé most significant effect on amounts recognised in
the financial slalemenls :

Defined Benefit Pension Scheme ) N

The cost of the defined benefit pension plan is determined using actuarial valuations. The actuarial valuauon
involves making assumptions about discount rates, future salary increases, mortality rates and future pension
increases. Due to the complexity of the valuation, the underlying assumptions and the long term nature of these
plans, such estimates are subject to significant uncertainty. In determining the appropriate discount rate,
management considers the interest rates of corporate bonds with at least AA rating, with extrapolated maturities
corresponding to the expected duration of the defined benefit obligation. The mortality rate is based on publicly
available mortality rates. Future salary increases and pension increases are based on expected future inflation rates.

Further details are given in note 16..
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Microsoft Limited

Notes to the Financial Statements for the Year Ended 30 June 2017 (continued)

3 Turnover

Turnover represents amounts received and receivable, excluding value added tax, in respect of goods and services
provided during the year.Turnover from third parties is attributable to the distribution of computer software,
" peripherals, and hardware and provision of managed support and consulting services to customers. Turnover from
group compames represents the provision of marketing and support services to group companles It includes
commission receivable by the company under agreements with a fellow subsidiary:

The analysis of the company's turnover for the year from continuing operations is as follows:

2017 2016

. £000 £000
Revenue from sale of goods : 967,579 805,135
Revenue from rendering of services S 7 153,465 150,920
‘ 1,121,044 . 956,055

2017 2016

_ £ 000 £000
Sales to third parties 311,774 151,121
Sales within the group 809,270 804,934
1,121,044 956,055

The analysis of the company's turnover by market for the year from continuing operations is as follows:
y pany Y y g ope

017 - 2016

£ 000 £ 000
UK A < . A ~ 311,774 © 151,121
Europe ' _ 749,096 729,210
us ‘ : 60,174 75,724
1,121,044 956.055

4 Information regarding Dlrectors and Employees

The average monthly number of persons employed by the company (including dlrectors) during the year, analysed
by category was as follows:

2017 " 2016

‘ No. _No..
Sales and distribution ' , 2,846 2,880
Administration 200 - 224
3,046 | __ 3,104
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Microsoft Limited -

Notes to the Financial Statements for the Year Ended 30 June 2017 (continued)

" 4 Information regarding Directors and Employeés (continued)

The aggregate payrol! costs (including directors' remuneration) were as follows:

2017 2016

o . : £000 £000
Wages and salaries ‘ 367.839 384,999
Social security costs - 41,154 39,266
Pension costs, defined contribution scheme ' ' 30,915 31,392
. 439908 455,657

Two directors (2016: one) received remuneration thr(.)ugh‘lhe Com‘pany. All other directors did not receive ény
remuneration in respect of qualifying services as directors of the Company in the current period or in the prior
period and do not have any employment contracts with the Company.

Details of the remuneration of the highest paid director of the company are as follows. Remuneration in respect of
qualifying services £838k (2016: £678k) and company contributions to money purchase pension schemes £nil
(2016: £25k). The.highest paid director exercised no shiare options in the year (2016: 15,606) and had 48,585 shares
receivable (2016: 61,133) as per the terms of the equity séttled share award scheme outlined in note 19.

Details of the remuneration of the directors of the company are as follows. Remuneration in respect of qualifying
services £1,191k (2016: £678k) and company ‘contributions to money purchase pension schemes £18k (2016: £25k).
The dnrcclors exercised 16,527 share options in the year (2016: 15,606) and had 48,585 shares recelvable (2016:
61,133) as per the terms of the equity settled share award scheme outlined in note 19.

Two directors received shares under a long-term incentive scheme and one director has benefits accrumg under a-
money purchase pension scheme.

At 30 June 2017 there were £2.5m pension contributions outstanding (2016: £nil).

The share-based payment charge for the year was £40.4m (2016: £34.2m), refer to note 19.
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Microsoft Limited

Notes to the Financial Statements for the Year Ended 30 June 2017 (continued)

5 Other interest receivable and payable

Interest receivable from parent company

Interest receivable from fellow group undertakings
Interest payable to fellow group undertakings
‘Interest payable to third-parties

6 Dividends

Final dividend of £7,573.00 (2016 - £7,669.00) per ordinary share

7 Other finance income

Interest income on pension scheme assets
Net interest on net defined benefit liability

8 Profit for the financial year '

Profit for the financial year is stated after charging/(crediting)

Rentals under operating lease

Depreciation expense -
Foreign exchange (gains)/losses

Rental income o

Auditor's remuneration

2017 2016
£000 £ 000
- 1
1,003 1,788
(62) -
) -
936 .1,799.
2017 2016
£000 £000
113600 . 115038
2017 2016
£000 £ 000
4,819 .
(3.815) -
1,004 ]
2017 2016 -
£000 £000
32,171 23,174
11,159 16,132
(476) 70
- (2.496)
116

109

Auditor’s remuneration consists of fees payable solely in respgét of the audit of the Company’s financial statements.
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Microsoft Limited

. Notes to the 'Fi'nancial Statements foir the Year Ended 30 June 2017 (continued)

9 Tax on profit

Tax charged/(credited) in the profit and loss account

Current taxation
UK corporation tax
UK corporation tax adjustment to prior periods

Total current tax

Deferred taxation’ -
Deferred Tax - current year
_Deferred tax - prior year adjustment

Total deferred taxation

Tax eNpense in the profit and loss account

Reconciliation to tax charge:

2017 2016
£000 £000
27,261 23,101
2,059 923
29,320 - 24,024
(808) - 1,289
629 231
(179) 1,520
.. 29,141, 25,544

The standard rate of tax for the year, based on the UK standard rate of corporation tax is 19.75% (2016 - 20%).

The actual tax charge for the current and previous years differs from the standard rate for the reasons set out in the

following reconciliation: ~

Profit before tax

.Corporation tax at standard rate
Depreciation on‘non-:qualifying assets
Permanent adjustments
Share schemes '
Prior year adjustment
- Short-term tif'nipg differences
. Increase (decrease) from effect of different UK tax:rates on some eamnings

Total tax charge’
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2017 2016
£000 £000
106,269 111,185
20,988 22,237
3.348 689
615 sit
1,305 (342)
2,688 1,154
- 1,295
197 .
29,141 25,544

1
'



Microsoft Limited

Notes to the Financial Statements for the Year Ended 30 June 2017 (continued)

9 Tax on profit (continued)

The standard rate of tax used in the above reconciliation is the average United Kingdom corporation tax rate for the
period concerned as the vast majority of taxable income arises there.

In October 2012 Microsoft Limited entered into an Advance Pricing Agreement with the respective tax authorities
- of the United Kingdom and the Republic of Ireland defining and agreeing the appropriate compensation to be paid to
Microsoft Limited for the services it renders to group companies. This agreement covers Microsoft Limited's fiscal
years 2011 through to 2017. ' :

10 Property, plant and equipment

Furniture,
fittings and Computer &
office technical Leasehold
equipment equipment - Improvements Total .
£000 _ £000 £000 £000

Cost or valuation . . ,
At 1 July 2016 17.369 © 56,096 51.041 124,506
Additions ) 2,114 4,057 ' 9,583 15,754
Disposals (3.666) (36.634) (18.,971) (61.271)
Transfers 23 2 0 (23) 2
At 30 June 2017 13.840 23.521 41,630 78,991
Depreciation T . '
At 1 July 2016 ' ’ - 16,594 50,712 18,174 85.480
Charge for the year 1457 4,193 5,509 11,159
Eliminated on disposals (4,652) (36.434) (10,060) (51,146)
Transfers . - 2 - 2
At 30 June 2017 13,399 . 18,473 13,623 . 45,495
Carrying amount
At 30 June 2017 , . 44y 5048 . 28,007 . . 33496
At30 June2016 o 775 5384 32867 _ 39026
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Notes to the Financial Statements for the Year Ended 30 June 2017 (continued)

11 Deferred tax

«

2017 2016
£000 £000
Timing differences in respect of capital allowances 5,040 4,419
Share-based payments ’ 11,715 10,273
Defined benefit pension scheme ) (1,075) -
' 15,680 14,692
T 2017 2016
£000 £ 000
‘Balance at July 2016 . 14:692 16.321
Credited /.(charged) to the profit and loss account in the year 179 (1,289)
(Charged) to other comprehensive income in the year (743) -
Credited to equity in the yéar 1,552 . (109)
Prior year deferred tax adjustment - ©(23D)
Balance at 30 June 2017 15,680 14,692

The Finance Act 2016, which provides for reductions in the main rate of corporation tax from 21% to 20% effective
from | April 2016, to 19% effective from 1 April 2017 and 17% effective from 1 April 2020 was substantively
enacted on 15 September 2016. These rate reductions have been reflected in the calculation of deferred tax al the
balance shect date. The rate change will also impact the amount of any future cash tax payments. - .

‘ 12 Debtors

2017 . 2016

. £ 000 £ 000
Trade debtors 230,658 57.357
Provision for impairment of trade debtors (903) -
Net trade debtors ) 229.755 57,357
Amounts owed by fellow grdup undertakings 406.:78! 307,433
Other debtors o ' 2,968 495
Accrued income 4,908 7,488

Prepayments ' 222,511 11,266

~Total current trade and other debtors . 866,923 384,039

Interest is received on amounts owed by group undertakings, using a Reuter's one-month interest rate.

Intercompany debtors are repayable on demand. All amounts are due within one year and unsecured.
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Notes to the Financial Statements for the Year Ended 30 June 2017 (éontinued)

13 Creditors : amounts falling due within one year

Bank overdrafis

Trade creditors

Other creditors .

Other taxation and social security
Accrued expenses

Deferred income

Amounts due (o related parties

2017 . 2016

£ 000 £000
- 209 .

31,455 . 25933
4,069 6.697
60,800 13,985

116,738 T 110,678
318,051 83,352
247,082 X -
778,195 240,854

Interest is due payable on amounts owed by gmUp undertakings, using a Reuter's one-month interest rate.
Intercompany creditors are repayable on demand. All amounts are due within one year and unsecured.

14 Creditors : amounts falling due after more than Bne year

2017 - 2016

£000 £ 000
Deferred rent . 5983 -
1S Provisions for liabilities )
i Onerous Othér
Dilapidations contracts provisions Total
) : . £000 £000 ) £ 000 £000
At | July 2016 ° 4.105 149 10,364 14,618
Charged in the year 571 - 2,666 . - © 3,237
Utilised in the year - . (1,487) (24) - (1,511)
At 30 June 2017 3,189 125 13.030 16,344




Microsoft Limited

Notes to the Financial Statements for the Year Ended 30 June 2017 (continued)

15 Provisions for liabilities (continued)

The provision for dilapidations is being built up to provide for potential charges at the end of the lease period on
rental properties. On average the leases expire wnthm 51010 years of the year end date.

The onerous lease provision is being built up to provide for rent expenses payable under Operating Lease Contracts
for the properties which will not be used, sub-let or surrendered in the foreseeable future. The properties are being
actively marketed and it is thc company's intention to utilise/release this provision within the next year.

Other provisions relate to National Insurance Conlribulions (NIC) which will become payable on the vesting of

share awards. The share awards vest over a 5 year period. Employees do not make any payment for the share -

awards. The provision has been calculaled based on the share price at the balance sheet date of $68.93.and the rate
of NIC is 13.8%.

16 Pension and other schemes

Pension Commitments
The company operates a Defined Benefit Pension Scheme -

The group operates a defined benefit scheme in the UK. A full actuarijal valuation was carried out at 31 March 2013.

The company is the sponsoring employer for the defined benefit pension ‘scheme, however until | January 2017
there had been a stated policy for charging the net-defined benefit cost in full to Microsoft Mobile UK Limited, a
fellow subsidiary under common control. Therefore, the financial statements of Microsoft Mobile UK Limited
included the full cost of the defined benefit pension scheme until that date. The pension balance was transferred to
the company on 1 January 2017 for book value. , L

The assets of the scheme are held separately from those of Microsoft Limited, being managed by Blackrock.

To develop the assumption for the expected long-term rate of return on assets, the company considered the current
level of expected returns on government bonds and cash and the expectations for future returns of these asset
classes. The expected return for each asset class was then weighted based on the target asset allocation to develop
the expected long-term rate of return on assets assumption for the portfolio. This resulted in the selection of a 2.6%
assumption for 2017

Composition of plan assets:

2017
: . £000
Cash and equivalents - , 2,582
Debt Instruments 350,003
Fair value of plan assets ’ : ... .~352,585
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Notes to the Financial Statements for the Year Ended 30 June 2017 (continued)

16 Pension and other sclieme; (continued)

2017
. £000
Fair value of plan assets . ‘ 352,585
Present value of plan liabilities (272,635)
Net pension scheme assets i ) mﬂz&
The amounts recognised in profit and loss are as [ollows:
’ 2017
i £000
Interest on obligation . (3,815)
Interest income on pension scheme assets 4,819
Total . . 1,0047
Effect of changes in financial assumptions ) 1,663
. Effect of experience adjustments ' ‘ ' ' 8,135
Return on plan assets : . (6,037).
Total defined benefit cost recognised in OCI o 3761
Reconciliation of present value of defined benefit obligation were as follows: oo
. 2017
£000
Opening defined benefit obligation ' -
Interest cost . ) 3,815
Effect of changes in experience adjustments i ’ (8.135)
Transfer of pension scheme . ‘ 286,554
Effect of changes in financial assumptions ' ' : ’ (1,663)
Benefits paid : ' . (7.936)
Closing defined benefit obligation 272,635
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Notes to the Financial Statements for the Year Ended 30 June 2017 (continued)

- 16 Pension and other schemes (continued)

Reconciliation of fair value of plan assets wére as follows:

2017

£000
Opening fair value of scheme assels . : . C -
Interest income on plan assets ‘ o . ’ 4,819
Contributions by employer ’ . 1,560
Transfer of pension scheme ‘ 360,179
Return on plan assets ) K : ' ‘ (6,037)
Benefits paid L : ‘ (7.936)

- o 352,585
The company expects to contribute £3,120,000 to its Defined Benefit Pension Scheme in FY (8 )
The projected defined ben,ef't cost for the year ending 30 June 2018 is a credit ofi.7 139.000. Altf\ough the funded
status in the Scheme has |mproved the lower discount rate results in a lower net interest cost and hcnce the e\pected

Statement of comprehensive income credit.

Principal actuarial assumptions

The significant actuarial assumplions used to determine the present value of the defined benefit obligation at the

statement of financial position date are as follows:

2017
%

Discount rate Lo . 2,60
Money purchase section projection rate : ‘ 4.65
RPI Inflation } . . . 3.20
CPI Inflation ' , ' 2.30
RPI max 5% ' 3.10
RPImax 2.5% . ‘ 1.80

- CPl max 3% . ) ' 2.20
Deferred pension revaluation . C 2.20

Post-rétirement mortality table
SINA Light rated up by | year for males and unadjusted for females, with CMI 2012 projections and a 1.5% p.a.
long term rate of improvement.

17 Share Capital
Authorised, allotted, called up and fully paid shares
2017 ' 2016
£000 £000
15,000 ordinary shares of £1 each ‘ 15 15
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Notes to the Financial Statements for the Year Ended 30 June 2017 (co’ntinhed)

Rights, preferences and restrictions

Ordinary shares have the following rights, preferences and restrictions:

The shares have attached to them full voting. dividend and capital distribution rights, They do not confer any rights
of redemption. .

18 Obligations under operating leases

Operating lease commitments
At the balance sheet date, the Company had outstanding commitments for future minimum lease payments under
non-cancellable operating leases, which fall due as follows:

2017 2016
Land and Land and
Buildings Buildings
£000 £000
Operating leases which expire: .
Within one year o 13,457 16,219
In two to five years . 53,480 58,024
In over five years ' 46.249 50,455
113,186 . . 124,698,

The company lecases certain office property under operating leases. The average lease term is 8.5 years.

i

19 Share-based payments

The group has an equity settled share award scheme whereby employees are awarded shares in Microsoft
Corporation. These shares vest equally on the first to fifth anniversary of the award date. The employees do not
make any payment for these shares. Awards are forfeited if the employee leaves the group before the relevant
anniversary date of those awards has been reached.

Details of the share awards outstanding during the year are as follows: ’ .
2017 2016

: Number " Number
Outstanding, start of year : 3,828,454 4,176,466
" Granted during the year 1,419,001 1,753,648
Forfeited during the period ) ) (686,604) (827,872)
Exercised during the year (1.322,196) (1,489,243)
Expired during the period ) (3.236) . -
Transferred in, during the year 120,350 -
Transferred out, during the heriod - (292,532) -
Outstanding, end of year : : _. 3,063,237 3,612,999

The weighted average share price at date of exercise of share options exercised during the year was £58.5m (2016 -
£46.35).
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Notes to the Financial Statements for the Year Ended 30 June 2017 (continued)

19 Share-based payments (continued)

Fair value of options granted
The weighted average fair value of opuons granted during the period at measurement date was £40.4m (2016 -
£64.4,m).

Charge/credn arising. from share-based payments ]
The total charge for the year for share-based payments was £40.4m (2016 £34. 7m) of which £Nil (2016 £N|l)
related to equity-settled share-based payment transactions. .

Outstanding share options
The unvested awards as at 30 June 201 7 had weighted average remaining contractual life of 3.71 years (2016: 3.02

years)

Share awards

The company recognised total expenses of £39.8m and £33.7m in relation to share a\\'ard transactions during 2017
and 2016 respectively.

Please refer to the Microsoft Corporation Form 10-K for details of the model and the assumptions used.

Employee share purchase plan
The company recognised a further £0.6m (2016:£0.5m) relating to the employee share purchase plan during the
year.

20 Ultimate parent and controlling party

The immediate parent company is Microsoft Rl Holdings, reglstered address Clarendon House, 2 Church Street
Hamilton HM 1022, Bermuda.The ultimate parent undenakmg of the company, which is also the controlling
undertaking, is Microsoft Corporation, a company incorporated in the state of Washington in the United States of
" America. Microsoft Corporation is the parent of the only group into which the results.are consolidated.Copies of
Microsoft Corporation annual report are available on written request from the Investor Relations Department, at the
registered address Microsoft Corporation, | Microsoft Way, Redmond. Washington, 98052-6399, USA. '

21 Related party transactions

As at 30 June 2017 and 30 June 2016, the company was a wholly owned subsidiary of Microsoft Corporation. The
company has taken advantage of the exemption under paragraph 8(k) of FRS 101 and has thercfore not disclosed
transactions with other wholly owned entities of Microsoft Corporation.

There have been no transactions entered into with non-wholly owned subsidiaries of Microsoft Corporation. Details
of balances held with other group undertakings can be found in notes 12 and 13.
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