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What we’ll cover today

« SEC’s CIFIR Recommendations
 SEC'’s Interpretive guidance

 Recommendations for improving
website disclosure

« Survey of IR Web Sites
 Best Practice -- Microsoft Web Site
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CIFIR Recommendations

» CIFIR — SEC Advisory Committee
on Improvements to Financial

Reporting
> IR Focus I1s Subcommittee #4

Delivery of Financial Information
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CIFIR Recommendations

» 4.1 XBRL implementation

» 4.2 Corporate websites

» 4.3 Key Performance Indicators (KPI)
» 4.4 Earnings Release Best Practice

» 4.5 Executive Summary (10-k & 10-Q)




CIFIR Recommendations

4.2 Corporate websites

» Liablility for summary information

> Treatment of 3" party hyperlinks
» Non-GAAP/GAAP reconciliations
» Formatting of web (readable vs. printable)




. .
SEC Guidance on Use of

Company Websites

Ronald Mueller

Partner, Gibson, Dunn & Crutcher
Washington, DC

rmueller@gibsondunn.com

GIBSON, DUNN & CRUTCHER LLP
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SEC Guidance on Use of
Company Websites

Aug 1, 2008 SEC Interpretive Release (34-
58288)

First interpretive guidance since 2000
Evolutionary, not revolutionary, perspective
Facts and circumstances focus

Addresses Regulation FD disclosure
standards & liability issues; provides comfort

on a number of iIssues

GIBSON, DUNN & CRUTCHER LLP
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SEC Guidance on Use of
Company Websites

Regulation FD Issues

* When is something posted on a website
“publicly available” for purposes of FD

* When can a posting satisfy FD’s public
dissemination requirement

GIBSON, DUNN & CRUTCHER LLP
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SEC Guidance on Use of
Company Websites

Regulation FD Issues

 Test focuses on whether and when:

— a company website is a recognized channel of
distribution

— posting information on the website disseminates
the information in a manner making it available to
the market

— there has been a reasonable waiting period for the
market to react to the information

10
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SEC Guidance on Use of

Company Websites

Liability Considerations

« While qualified to facts and circumstances,
provides some comfort

— maintaining posted materials does not constitute
“republication” or create a duty to update

— hyper linking to third party information may not
create liability for that information

— company is not liable for statements posted by
third parties on a company-sponsored forum

11
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SEC Guidance on Use of
Company Websites

Formatting Considerations
« Companies may use tiered/layered disclosure

« Information on a company website need not
be presented in a format comparable to a
paper-based presentation

 Information on a company website need not
satisfy a printer-friendly standard, unless SEC
rules specifically require (for example, proxy)

12
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SEC Guidance on Use of

Company Websites

Pointers from the Release

* Focus on ways to make website a
“recognized channel of distribution” so that
posting makes it available to the marketplace

— Notify investors that the website will be used for
this purpose, either in general or in connection
with specific releases of information

— Use website consistently & keep it up to date
— Look for ways to highlight information

13
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SEC Guidance on Use of
Company Websites

Pointers from the Release

— Document investors’ use of the website to
demonstrate the extent to which it is utilized

— Look for ways to bring traffic to the website (RSS
feeds, notifying media, etc.)

— Use caution in determining whether and when
iInformation has been made available

14
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SEC Guidance on Use of
Company Websites

Pointers from the Release

« Clearly date information and consider using
an archives section for older material

* Develop standards for when information is
moved to archives or removed

« Carefully evaluate context of third-party
hyperlinks for a neutral presentation

« Use disclaimers for links and forums

15
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NIRI Survey -- Website Practices
Largest 100 Do’s

» Provide Contact info to IR team

Disclose corporate governance docs
Provide ability to communicate with Board
dentify external hyperlinks

Design with dynamic tree structures

Be careful of noise (i.e.: auto video)

Use common names for standard pieces
» Direct Stock Purchase Plan vs. Co. Investment Plan

> Provide current & historical info

VYV V VYV VYV V

16
Source: NIRI Executive Alert, Sep 2008



NIRI Survey -- Website Practices

>
>
>

Largest 100 Don’ts

Don’t use FAQ's as a catch all
Avoid launching/generating new windows

Avoid the appearance of inactivity or lack of
maintenance (updated calendar, contacts, etc.)

Consider activities that may dissuade investor
use such as requiring investor registration

17
Source: NIRI Executive Alert, Sep 2008



I
Microsoft Best Practice

Bob Laux

Senior Director, Technical Accounting &
Reporting, Microsoft Corporation

boblaux@microsoft.com
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Microsoft's Investor Central

Key Concepts

Designed for all investors, optimized for retail investors
Presentation of financial information in an easy to navigate forum
Consolidates information already publicly available

Tiered information

Use of technology, including XBRL

Long Term Vision

 More interaction
» One-stop source
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Welcome to Investor Central, your source for insight into the investor ® View Current Events
information of Microsoft.

Earnings Release

iy y ANy Listen t ing beast
Investor Central is intended to help investors from large institutions to 2180 10 SRININgS Wadcas

retail shareholders better understand Microsoft's business strategies

Earnings Call Slides
and our financial results.

Form 10Q (980KB)
MSFT Intraday Chart

930, 12:00 200 400 It takes advantage of new technologies (like XBRL). As you navigate

around the site, you'll see that you can click on many of the line items

a2 in the financial statements for additional information, and you can
2150 . ks

e move back and forth easily between views.

21,00

Over the past year, I have had the honor of participating on the SEC
Advisory Committee on Improvements to Financial Reporting, which
has the task of identifying ways to improve the transparency of
corporate financial reporting. This site is, I believe, consistent with the
objectives of that committee.

Detailed Quote

Quotes supplied by
Interactive Data and delayed

at least 20 minutes.

The site is a work in progress. We are by no means finished with our
efforts to bring increased transparency to financial reporting, and we
hope to continue adding new interactive capabilities to the site. We
welcome your feedback and input (to: msft@microseft.com).

Chris Liddell
Chief Financial Officer
Microsoft Corporation

sks and uncertain

:,l Printer-Friendly Version gr_;] Send This Page 7 Add to Favorites

Manage Your Profile | Contact Us | Calendar | Newsletter | FAQ | Site Map

© 2008 Microsoft Corporation, All rights reserved, Contact Us | Terms of Use | Trademarks | Privacy Statement

United States Change | All Microsoft Sites

m




Chck Here to Install Siveright
Microsoft

MSFT Investor Relations

“Annual Reports
Earnings Releases
SEC Filings
Investments/Acquisitions
Stock Info And Analysis
Financial History
Speeches and Events
Press Releases
Corporate Information
Investor Services

j]nves(or Central

MSFT Intraday Chart
930 1200 200 &0

275

2150

1B,

2100

Ratafled Quote

Quotes supplied by
lotsractive Data and delayed |

at least 20 minutes.

Investor Central

Company Overview

\ A
Financial Statements

Segment Results

COMPANY OVERVIEW  Performance

Fiscal Year 2009-Q1

FY09 Q1 - Revenue & Yr/Yr Growth
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Revenue surpasses $158 with healthy sales of enterprise software and Xbox
360 consoles

8 Strong first quarter financial results with revenue, operating income and EPS ail meeting
or exceeding the high end of guidance, despite a very challenging economy

8 Continued to add to the product and services portfolio with innovative offenngs such as
Micresoft SQL Server 2008, Microsoft Myper-V Server 2008 and the first update to

Microsoft Dynamics CRM Online

New $40B share repurchase program announced during the quarter along wit
increase to the dividend

% EDD revenue growth dechned less than expected with 2.2 millicn Xbox 360 consoles

sold in the quarter

Revenue growth was driven primarily by increased licensing of the 2007 Microsoft Office
system and increased revenue associated with Windows Server and SQL Server. Foreign
currency exchange rates accounted for a $439 million or three percentage point increase in
revenue during the three months ended September 30, 2008.
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COMPANY OVERVIEW | Strategy

COMPANY OVERVIEW | Strategy

S\ DA o .

At the heart of our success lies cur commitment to innovation, No company in our industry
invests more in research and development or has the same depth and breadth of talented
researchers, scientists, and engineers working across the globe to create new technology
breakthroughs.

During the year, we brought a wide range of new innovations to market, We launched
Microsoft Windows Server 2008, Microsoft Expression 2, a beta version of Silverfight 2,
Windows HPC Server 2008, and Microsoft Visual Studic 2008. We released Windows Vista
Service Pack 1, introduced advances in our search and online advertising technclogies, We
rofled out Surface « a groundbreaking new device that transforms a tabletop into a
computing surface that enables people to interact with digital content using gestures, touch,
and physical objects - in 3 number of retail and hotel locatons. We unveiled new products
and services for the healthcare industry. We announced important changes to our
technology and business practicas to increase the openness of our products and drive
greater interoperability and choice for developers, partners, customers, and competitors,

Across our products and technologies, we introduced compelling innovations in fiscal 2008
that deliver valuable new capabiltties to our customers, Virtualzation, an approach to
helping companies reduce costs and energy consumption, is transforming the way
computing capabilities are delivered and managed and is now an integral feature of
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Bookings growth (y/y)
Total bookings growth (y/y)

Core {Client, Server and Tools, and MBD)
bookings growth (y/y)

Total unearned revenue balance
Contracted not billed
Product billing mix (approximate)
DEM
Multi-year licensing agreements
License only
Rest of business

PC unit growth (y/y)

** 2 Noedisclosed

Key Performance Indicators (in millions, except percentages)
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It takes advantage of new technologies (like X8RL). As you navigate

around the site, you'll see that you can click on many of the line items
2075

in the financial statements for additional information, and you can E
i:i move back and forth easily batween views.
2100 )
a Over the past year, 1 have had the honor of participating on the SEC

Advisory Committee on Improvements to Financial Reporting, which
has the task of identfying ways to improve the transparency of
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Quotes supplied by

The site is a work in progress. We are by no means finished with our
efforts to bring increased transparency to financial reporting, and we
hope to continue adding new interactive capabilities to the site. We
welcome your feedback and input (to: msft@microsoft.com).

Chris Liddeil
Chief Financial Officer
Microsoft Corporation
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Income Statements {in millions; except per share amounts) (Unaudited)

Three Months Ended
September 30

2008 2007
Revenus $ 15061 § 13,762
Operating expenses
MSFT Intraday Chart o e
93 1200 200 40O Lastalrevenug 2,848
e
H ) i 2,283 1,837
2196 Research and development
2150 Sales and marketing 3,044 2,683
A28 General and administrative 887 s
2100
Ratatled Quote Total operating expenses 9,062 7,91
Quotes supplied by
Operating incoms 5,999 5,849
lntacactive Data and delayed|
at least 20 minutes. Other incom xpens (8) %7
Income before income toxes 5,991

Provision for income taxes 1,618
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Earnings per shara;
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Diluted $ 0,48 # 045
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Li] Finanoa! Statements (102KB) @lﬁi& @F em 1 30X8)

$18
s usy
. fiis
$12
$6
30

Q2 QN O s

e
OPERATING INCOME (LOSS) (10 2ons)

$9

$6

$0

QUF QX Q1 Qe
[ Micssack -
ORLUTED SARKINGS PER SHARK (n gadars)
$0.54

s

= 47 AR
$0.3
$0.18
$0.00

Qo Qe O Qe

oo -
REVENUE VS OPERATING INCOME (LOSS) (1 Sibins)
41513

1w
-0 Hie

QN Qe o

Related Information
8 View Current {.‘:n!l

o Eamings Release
8 Listen to earmnings n

8 Earnings Call Slides

® Foem 10Q (980KB)

United States Change | Al Mcrosoft Sites




30, Here to instal Shverdght

Microsoft

investor Relations Home
Annual Reports

Earnings Releases

SEC Filings
Investments/Acquisitions
Stock Info And Analysis
Financial Mistory
Speeches and Events
Press Releases
Corporate Information
Investor Services
Investor Central

MSFT Intraday Chart
93 1200 200 K00

ars

2150

A5

210

Datadl

Quotes supplied by

[nteractive Data and delayed

at least 20 minutes.

nvestor Relations

Company Overview

Cash dvidant

Investor Central =

FINANCIAL STATEMENTS

Revenue

F Opearating axpensas:

P
Cost of revanus

Research snd devel 0
Sales and marketing
General and administrative

otal operating expenses

Qperating income

| Other income {expense)

j Incorme before income taxes
| Provision for income taxes

| Net incoms

| Eamings ger share:

Basic

Diluted

daciare

Financial Statem

ar oo

.

-

|

Income Statements

' -
Fiscal Year 2009-Q1

Segment Results

| Income Statements (in milions, except par share amaunts) (Unauditad)

Three Months Ended
September 30

i Weighted average shares outstanding:

2008 2007
f 15061 § 13,762
2,848 2,678
2,283 1,837
3,044 2,68
887 718
9,062 7.9
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September 30,

2008 2007 Change
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include third-party development and programming costs, localization costs incurred to transiate software for
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£ Research and development - Windows Internet Explorer

“n http://www.microsoft.com/msit/IC/Popups/ResearchandDevelopment htm

Research and development

p . )
QOperations
Three Months Ended
September 30,
Percentage
2008 2007 Change
(In millions, except parcentages)
$2,283 $1,837 24%
Research and develop
15% 13% 2ppt

As a percent of revenue

Research and development expenses include payroll, employee benefts, 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, localization costs incurred to transiate scftware for
international markets, the amortization of purchased software code and services content, and in-process research
and development. The increase in research and development expenses was primarily driven by a 24% increase in
headcount-related expenses

Sourse: FY02.Q1 100 Aoplication of Critical Accounting Policies v

We account for research and development costs in accordance with applicable accounting pronouncements,
including SFAS No. 2, Accounting for Research and Development Costs, and SFAS No. 86, Accounting for the Costs
of Computer Software to be Sold, Leased, or Otherwise Marketed. SFAS No. 86 specifies that costs incurred
internally m rmardnno and developing a computer software product should be charged to expense until
technolog has been estabished for the product. Once technolcgical feasbiity is established, all
software costs should be capitalized until the product is available for general release to customers, Judgment is
required in determining when technological feasibility of a product w5 established. We have determined that
technological feasibilty for cur software products is reached after all hlgdnsk development issues have been
resoh;ed through coding and testing. Generally, this occurs shortly before the products are released to
manufactunng.

€ Intemet | Protected Mode: On #100%

—

1147 AM




Chck Here to install Siveright - Y United States Change | Al Maosoft Stes

Investor Relations

vestor Relations Home
Annual Reports

Earnings Releases
SEC Filings
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Financal History Investor Central Fiscal Year 2009-Q1
Speeches and Events Company Overview Financial Statements  Segment Results
Press Releases
Corporate Information
Investor Services ¥ g :
; Welcome to Investor Centraidustalisns
Investor Central . :
& Microsoft Business Division
, Related Information
Entertainment and iR
Welcome to Investor Centrineaa e into the investor ® i larentiot
information of Microsoft. ® Earnings Relesse
o Listen nin |1

investor Cantral is intended to help investors from large institutions to
retadl shareholders better understand Microsoft's business strategies ® §arnings Call Slides
and our financial results,

8 Farm 100 [(980xA)

MSFT Intraday Chart
930 1200 2100 H00

It takes advantage of new technologies (like XBRL). As you navigate
around the site, you'll see that you can click on many of the line tems

i in the financial statements for addaional information, and you can E
::2 move back and forth easily between views.
2100
1 Over the past year, 1 have had the honoe of participating on the SEC
Detadled Quote
Advisory Committee on Improvements to Financial Reporting, which
Quotes supplied by

has the task of identfying ways to improve the transparency of
Iotemactive Data
2 and delayed corporate financial raporting. This site iz, [ beliave, consistent with the

ot laast 20 minutes. objectives of that commttee,

The site 15 a work in progress, We are by no means finished with our
efforts to bring increased transparency to financial reporting, and we
hope to continue adding new interactive capabilities to the site. We

welcome your feedback and input (to: meR@mucrozoft.com).
Chnsz Liddell
Chief Financial Officer
Microsoft Corporation
chok heeg 7
Eatarrients are subject to sl mnd uncertain
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Investor Central

Company Overview Financial Statements Segment Results

SEGMENT RESULTS | Client

Performance Outlook Strategy Key Performance Indicators

Overview

Cliert offenngs consist of pramwum and standard edibon Windows operating systems.
Premium editions are those that include additional functicnality and are sold at a price
sbove our standard editions. Premium editions include Windows Vista Business, Windows
Vista Home Premium, Windows Vista Ultimate, Windows Vista Enterprise, Windows XP
Professicnal, Windows XP Media Center Edition, and Windows XP Tablet PC Editon.
Standard editions include Windows Vista Home Basic and Windows XP Mome. Chent
revenue growth generally correlates with the growth of PC purchases from OEMs that pre-
install versions of Windows operating systems because the OEM channel accounts for over
80% of total Client revenue. The differences between unt growth rates and revenue
growth rates from year to year are affected by changes in the mux of OEM Windows
operating systems licensed with premium edition operating systems as a percentage of
total OEM Windows operating systems licensed ("OEM premium mix”), changes in the
geographic mix, and changes in the channel mix of products sold by large, multi-national
OEMs versus those sold by local and regional system builders.

¢ Printer-Friendly Version [ Send This Page ! Add to Favorites

Fiscal Year 2009-Q1

Clert
RESULTS (in miicen, except percentages)

QI03  Quos  Change

Revenuye $4,218 $4,139
Oparating

Income $ 3,267 § 3,388

Related Information

8 View Cyrrent fvan
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Strategy - How we grow Windows

Healthy PC market drives growth in Windows units
8 PC market expected to grow double digits for the next three years driven
by growth in emerging markets
Continue efforts to reduce unlicensed software (worldwide PC software piracy
estimated at 35%)

8 Elevate awareness of IP Rights with governments

8 Work with law enforcement to pursue software piracy globally
® Increase demand for Genuine Windows

8 Make Windows harder to pirate

® Educate customers on value of genuine software

8 Provide product and pnong madels appropriate for each market

Offer customers choice among product offenings 1o suit their needs

8 View Cyrrent Evanty

Bresantation to Analvsts

Srezs Paas

Eanings Call Slides
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NIRI Standards of Practice

Adopted by NIRI Board — Sep 18, 2008
v Earnings Release Content

On the drawing board
v Financial Disclosure
v’ Websites

v Notice and Access
v XBRL

Join a working group — lkelleher@niri.org
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Ask a Question

During the live event only
October 28, 2008 4:00 - 5:00 p.m ET

On the Telephone — follow the operator’s
Instructions

On your computer — click on the “Q & A’ link
on the left of your screen

N\
INCOMM
CONFERENCING

Telephone access provided by In Comm PR A —




Replay Options

Replay via telephone until midnight on 11/11/08
(Eastern time). Call 877-660-6853 (USA) or
201-612-7415 (International) The account number
Is 286 and the conference I.D. is 301305.

View this forum on the web until 4/30/09 by going
to the e-learning on demand web page:

http:/ /www.niri.org/pro develop/elearning/elearn.cfm

7\
vca" Webcast provided by VCall, a service of Precision IR
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Archived e-learning forums

If you miss the live event, all e-learning forums are
archived for six months. See the full list here:

http://www.niri.org/pro_develop/elearning/elearn.cfm
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