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(&2 251 m1100%) ROIC<WACC ROIC=WACC ROIC>WACC
BETER 100 100 100
ROIC 3% 5% 7%
NOPAT 3.0 5.0 7.0
WACC 5% 5% 5%
R 3.0 5.0 7.0
YRATAFTITILVEEE 0.0% 0.0% 0.0%
e 60 100 140
PBR(f%) 0.6 1.0 1.4

[Ed 21 Mm50%]) ROIC<WACC ROIC=WACC ROIC>WACC
BETEARN 100 100 100
ROIC 3% 5% 7%
)R—> 3.0 5.0 7.0
WACC 5% 5% 5%
R 1.5 2.5 3.5
YIXTAFTITILEEER 1.5% 2.5% 3.5%

T EME 43 100 233
PBR(fZ) 0.4 1.0 2.3
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m CAPM(CAPM=Capital Asset Pricing Model)
BMEEARIRF = R+ B (R,- Ry
R=#!) X Vil%HMFR=RAERERIERY)
BIXR—5)=1&RItk 1) 2 — 2 D¥XTIZFHIIxT 5 RRICE
R, =#%AMFEH) 72—,
R, R =#%=X 1) XY T L =7 L(ERP:Equity Risk Premium)

u %ﬁﬂ%ﬂllﬁlt)%% B1.2. ERP5.0%¢9 45k FEARIRXNEG6.5%E
it
6.5% = 0.5%+1.2*5.0%

n BIEBEDHMEHECE SO TERMIERY —E REH AR, TIL—L
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RKEEREBFECTHOWTWSERIRNEEEHRAVRITLET A

Models/Techniques Used to Cost of Equity
(Percent Distribution)

Under $1 Billion Owver $1 Billion Privately  Publicly

All Hevenue Revenue Held Traded
Capital Asset Pricing Model (CAPM)  87% 85% 87% 82% 91%
Dividend Discount Model (DDM) 3 3 3 4 2
Arbitrage Pricing Model 1 1 1 1 1
COther 9 11 9 13 6

Market Risk Premium Range Used by Organizations

(Percent Distnibution)
Under $1 Billion  Over $1 Bilion  Privately
All Revenue Held
Less than 3% market risk premium 1% 7% 13% 9% 15%
3-4% market risk premium 23 34 16 29 15
5-6% market risk premium 49 48 51 46 55
7% or greater market risk premium 17 1 20 16 15

\~/
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aE % (FY16/3) BEZE(FY16/3) YEE(FY16/3)

15.0% 15.0% 15.0%
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10.7%
0,
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B2 fth ¢t &M Cash Conversion CycleZFR5ITLE T HEEEIT. EENEL-BRIERE
ST, BB EEORECHHNEEEHBICLSIESEEERE -HWEEYURE R LD AT REMZZ R

BI¥Ahtt LD Cash Conversion Cycle (CCC)HE CCCOERERICKIERMH
(8)
140
\ 10/3 F48 99 45 81 63
100 \ 13/3 T ¥HH 106 21 77 51
16/3 T F &i 111 20 79 51
80 [\ /~
~
SRR < AW A A—— S I
40 A
10/3 F48 96 45 83 58
20 13/3 4 108 14 100 22
16/3F48 100 12 95 18
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EREBEROEBRE vy 7 (1) — KR MEREA~RFIT-EEER

R IIEHRMIFREEEZDBUREZESR

RERMNEMRLTLDROIC, BETER., ERIARIEHEF TARIT HEXREIDLEL,

TENPEHT BERMN
(EHEER) NAERLTWSEERE BHRLTLWSEERIE
ROE 49.1% << 82.8%
ROA 15.0% << 30.2%
e LEFEE 40.3% >> 28.4%
FLE-FTLEEOHRUE 44.2% >>> 16.4%
FIIEE - FIIEDHRUE 47.5% > 33.6%
miELEE (I x7) 3.3% 6.9%
BF T ME (EVA) 0.2% <<L<L<L 11.2%
ROIC (I TEAFI#EE) 3.8% <<L<L<L 44.8%
FCF (Free Cash Flow) 7.9% << 30.2%
Fio P (BdY / 287 2R) 27.7% 42.2%
BEZEAREYE (DOE=ROE x B 4 1£ M) 2.8% <<L<L 13.8%
BN LEF- (T Y ViR L 6.4% 4.3%
BIBITHER (B4 + 8 CHRRNEUE) / H3FRIZ) 7.7% <<L<L<L 44.8%
SERIED) 0.3% <<L<L 6.0%
HOEALLXR 18.2% >> 11.2%
DELS# 13.1% >> 9.5%
EARIRMNWACCE) 0.5% <<L<L<L 32.8%
Z Dk 21.5% < 0.9%

U\\YJI XKD EDHIXEPS, EBITDA, EXF vyl ao0—, BT LELLE, ERAKMAST, BRFERLERGE

BTN AT ER20AE A SRR H AR E K EE R L <@ IR A DN T
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EREFFEFRR -7 OIKREIARMEIFZEER

BADERLICATTERT SRYEH

(EHEZE D) + = e
BEXRE-xT7DOHK 44.2% >>>> 5.2%
G- U—E RS RIE 53.5% 41.4%
R MHIE D HEAE 50.3% >>>> 3.4%
BEZEHRLE-EBRE 35.1% 42.2%
%ﬁfgfgﬁztn LESER—F7+UAOREL-#E87) 0 << 73.3%
BAPCKREETEZRBL-MEBELALYDDEIE LT 6.7% < 17.2%
BEEL 1.4% 0.0%
FDith 1.2% 2.6%
%@ & 2.2% 6.9%

TEICKITOMISHMAEEDIVIO—ILEE
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EREFEFEMICa—RL—ANF U RAEARIFERYBEH E—EZELI-EDRH

SHERBIET 53— RL—kHNFUROBMYEH

(FEHEER) TEOEM BEROHHF
PRAERET 9.5% 7.8%
IFERED NS - B 16.4% 12.9%
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A Public company board 14
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Progressive

shareholder rights
- Directors are elected by majority vote in uncontested
elections

« All directors are elected annually

« Our bylaws provide for proxy access by shareholders

» 15% of outstanding shares can call a special meeting
« We have a confidential voting policy

Independent Board and Board committees

« Independent Chairman of the Board; Chairman and CEO
positions separate since 2000

12 of 14 director nominees are independent

We are committed to Board refreshment. To balance
between directors with deep knowledge of the Company
and those with a fresh perspective, the Board will seek to
maintain an average tenure of ten years or less for its
independent directors as a group.

All committee members are independent

Independent directors meet in executive session at least
quarterly

Regular committee executive sessions of independent
directors — At each regularly scheduled meeting, the Audit
Committee, Compensation Committee, and Regulatory and
Public Policy Committee meet in executive session.
Additional sessions of all Board committees are held as
needed.

We conduct annual board and committee evaluations

We have robust director orientation and continuing
education programs for directors

All Audit Committee members are financially literate and
four are audit committee financial experts

Our Compensation Committee uses an independent
compensation consultant

Active shareholder

engagement

During fiscal year 2017, independent members of our Board
and members of senior management conducted outreach to a

cross-section of shareholders owning almost 45% of our
shares.

o:ippE=d T : Microsoft ['Notice of Annual Shareholders Meeting and Proxy Statement 2017 |
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