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BALANCE SHEETS
(In millions)
June 30, 2025 2024
Assets
Current assets:
Cash and cash equivalents $ 30,242 $ 18,315
Short-term investments 64,323 57,228
Total cash, cash equivalents, and short-term investments 94,565 75,543
Accounts receivable, net of allowance for doubtful accounts of $944 and $830 69,905 56,924
Inventories 938 1,246
Other current assets 25,723 26,021
Total current assets 191,131 159,734
Property and equipment, net of accumulated depreciation of $93,653 and $76,421 204,966 135,591
Operating lease right-of-use assets 24,823 18,961
Equity and other investments 15,405 14,600
Goodwill 119,509 119,220
Intangible assets, net 22,604 27,597
Other long-term assets 40,565 36,460
Total assets $ 619,003 $ 512,163
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable $ 27,724 $ 21,996
Short-term debt 0 6,693
Current portion of long-term debt 2,999 2,249
Accrued compensation 13,709 12,564
Short-term income taxes 7,211 5,017
Short-term unearned revenue 64,555 57,582
Other current liabilities 25,020 19,185
Total current liabilities 141,218 125,286
Long-term debt 40,152 42,688
Long-term income taxes 25,986 27,931
Long-term unearned revenue 2,710 2,602
Deferred income taxes 2,835 2,618
Operating lease liabilities 17,437 15,497
Other long-term liabilities 45,186 27,064
Total liabilities 275,524 243,686
Commitments and contingencies
Stockholders’ equity:
Common stock and paid-in capital — shares authorized 24,000; outstanding 7,434 and
7,434 109,095 100,923
Retained earnings 237,731 173,144
Accumulated other comprehensive loss (3,347) (5,590)
Total stockholders’ equity 343,479 268,477
Total liabilities and stockholders’ equity $ 619,003 $ 512,163

Refer to accompanying notes.

https://www.sec.gov/Archives/edgar/data/789019/000095017025100235/msft-20250630.htm#item_ 8 financial statements and supplem
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INCOME STATEMENTS
(In millions, except per share amounts)
Year Ended June 30, 2025 2024 2023
Revenue:
Product $ 63,946 $ 64,773 $ 64,699
Service and other 217,778 180,349 147,216
Total revenue 281,724 245,122 211,915
Cost of revenue:
Product 13,501 15,272 17,804
Service and other 74,330 58,842 48,059
Total cost of revenue 87,831 74,114 65,863
Gross margin 193,893 171,008 146,052
Research and development 32,488 29,510 27,195
Sales and marketing 25,654 24,456 22,759
General and administrative 7,223 7,609 7,575
Operating income 128,528 109,433 88,523
Other income (expense), net (4,901) (1,646) 788
Income before income taxes 123,627 107,787 89,311
Provision for income taxes 21,795 19,651 16,950
Net income $ 101,832 $ 88,136 $ 72,361
Earnings per share:
Basic $ 13.70 $ 1186 $ 9.72
Diluted $ 13.64 $ 11.80 $ 9.68
Weighted average shares outstanding:
Basic 7,433 7,431 7,446
Diluted 7,465 7,469 7,472

Refer to accompanying notes.

https://www.sec.gov/Archives/edgar/data/789019/000095017025100235/msft-20250630.htm#item_ 8 financial statements and supplem
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Revenue
Product Revenue and Service and Other Revenue

Product revenue includes sales from operating systems, cross-device productivity and
collaboration applications, server applications, business solution applications, desktop and
server management tools, software development tools, 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 solutions 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 includes

sales from online advertising and LinkedIn.

Revenue Recognition

Revenue is recognized upon transfer of control of promised 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 contracts 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 allowances for returns and any taxes

collected from customers, which are subsequently remitted to governmental authorities.

Nature of Products and Services

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 perpetual licenses or
subscribe to licenses, which provide customers with the same functionality and differ mainly 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.

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 subscription basis is recognized ratably over



the contract period. Revenue related to cloud services 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
interdependency with software and the individual components are not considered distinct, all

revenue is recognized over the period in which the cloud services are provided.

Certain volume licensing programs, including Enterprise Agreements, include on-premises
licenses combined with Software Assurance (“SA”). SA conveys rights to new software and
upgrades released over the contract period and provides support, tools, and training to help
customers deploy and use products more efficiently. On-premises licenses are considered
distinct performance obligations when sold with SA. Revenue allocated to SA 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.

Revenue from search advertising is recognized when the advertisement appears in the search
results or when the action necessary to earn the revenue has been completed. Revenue from

consulting services is recognized as services are provided.

Our hardware is generally highly dependent on, and interrelated with, the underlying operating
system and cannot 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.

PSCERE

UM Ryt R BEE ~ By oCRIEREAEMT (fRI=Iff & IFRS 565%)

#*Revenue (ZUf)

Product Revenue and Service and Other Revenue
CEEmmUA LA R A s B AL A )
Product revenue ZESULA

A B S IR E VB -



o TEERH

o EBEEHLEIEHEEAER

o fAlResiE e

o PEHIEMETTEIER]

o SRR EH TH

o GRS TH

o HEEGEELN 0 A1 PC - SPARERME - BEERRIRGE AR - HANE TR E AR
AR

Service and other revenue ARFSEREASA
Ak 75 B EL AU A B

o EUmfEA RN VEEMRE (40 Office 365 ~ Azure ~ Dynamics 365 ~ ##/5%)
o Rl PR EARRR A SRS

o 4RILREE

e LinkedIn

Item 8

Revenue Recognition (WAZEF])

A TE S R R R RS 2 SRS By (e I
BB A AT e S e -

AT P T A e % e SRS - E B eI 5 I
%75 > I DUERIBBE oA « A S B IRE SrmR R
e

Nature of Products and Services (2 mE2ig
5HEE )

1. On-premises software license ( ZA=Hilm+Z4E )




S R P RS (IR ARCAS YR A > FRAE ATRE R

o JKAFZHE (perpetual license )
o EIRIPHE

W AGEFTT -
o BN ITHAREEERAY A A — RIS RFREE ST -

o GG RE RN o B HR YA B R AR R o B
Bedl °

2. Cloud services ( E¥miRRE)
FEHEHEAEmLERE  FHSTEAS -
REHIRIRE T By -

o Subscription basis (FTRdH]) UL ATESETHAR R ELREEIGRR5 -
 Consumption basis ({fFAH®E) : WEEFZEMEAE  IWAKRBEERE
oo o

kg ke s E R G HiAE s A EENZRD - IIRE—BOERR
#H > R E IR RS A -

3. Volume licensing with Software Assurance (SA)
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4. Other revenue policies
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5. Hardware + Operating system
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