Part B
Gearing ratio:
Millions $

                      Total debt=long term debts + short term debts
Source: Financial Management course notes
total debt (2019) = 5516+66662= 72178
debt to equity ratio (2019) = 72178/102330= 0.70
total debt (2020) = 3749+59578= 63327
debt to equity ratio (2020) = 63327/118304= 0.53
total debt (2021) = 8072+50074= 58146
debt to equity ratio (2021) = 58146/141988= 0.40
total debt (2022) = 2749+47032= 49781
debt to equity ratio (2022) =49781/16654= 0.29
total debt (2023) = 5347+41990= 47237
debt to equity ratio (2023) =47237/206223= 0.22
Table 1. Microsoft Debt to Equity Ratio
	Year
	Debt to equity ratio

	2019
	0.70

	2020
	0.53

	2021
	0.40

	2022
	0.29

	2023
	0.22


Source: The Author
Debt to Capital Ratio:
Millions $

Source: Financial Management course notes
Debt to capital ratio (2019) = 72178/ (72178+102330) = 0.41
Debt to capital ratio (2020) = 63327/ (63327+118304) = 0.34
Debt to capital ratio (2021) = 58146/ (58146+141988) = 0.29
Debt to capital ratio (2022) = 49781/ (49781+166542) = 0.23
Debt to capital ratio (2023) = 47237/ (47237+206223) = 0.18

Table 2. Microsoft Debt to Capital ratio
	Year
	Debt to capital ratio

	2019
	0.41

	2020
	0.34

	2021
	0.29

	2022
	0.23

	2023
	0.18


Source: The Author
Liquidity ratio:
Millions $

[bookmark: _Hlk163656495]Source: Financial Management course notes
Current ratio (2019) = 175552/69420= 2.52
Current ratio (2020) = 181915/72310= 2.51
Current ratio (2021) = 184406/88657= 2.07
Current ratio (2022) = 169684/95082= 1.78
Current ratio (2023) = 184257/104149= 1.77
 Table 3. Microsoft Debt to Capital ratio
	Year
	Current ratio

	2019
	2.52

	2020
	2.51

	2021
	2.07

	2022
	1.78

	2023
	1.77


Source: The Author
Quick Ratio:
Millions $

[bookmark: _Hlk163655894]Source: Financial Management course notes
Quick ratio (2019) = (175552-2063)/ 69420= 2.49
Quick ratio (2020) = (181915-1895)/ 72310= 2.48
Quick ratio (2021) = (184406-2636)/ 88657= 2.05
Quick ratio (2022) = (169684-3742)/95082= 1.74
Quick ratio (2023) = (184257-2500)/ 104149= 1.74

[bookmark: _Hlk163656219]Table 4. Microsoft Quick Ratio
	Year
	Quick ratio

	2019
	2.49	

	2020
	2.48

	2021
	2.05

	2022
	1.74

	2023
	1.74


Source: The Author
Cash Ratio:
Millions $

Source: Financial Management course notes
Cash ratio (2019) = 133819/69420 = 1.92
Cash ratio (2020) = 136527/72310 = 1.88
Cash ratio (2021) = 130334/88657 = 1.47
Cash ratio (2022) = 104757/95082 = 1.10
Cash ratio (2023) = 111262/104149 = 1.06
[bookmark: _Hlk163656880]Table 5. Microsoft Cash Ratio
	Year
	Cash ratio

	2019
	1.92

	2020
	1.88

	2021
	1.47

	2022
	1.10

	2023
	1.06


Source: The Author
Profitability ratio:
Millions $

[bookmark: _Hlk163657130]Source: Financial Management course notes
Gross margin (2019) = 82933/125843 = 0.65
Gross margin (2020) = 96937/143015 = 0.67
Gross margin (2021) = 115856/168088 = 0.68
Gross margin (2022) = 135620/198270 = 0.68
Gross margin (2023) = 146052/211915 = 0.68
[bookmark: _Hlk163657432]Table 6. Microsoft Gross Margin 
	Year
	Gross margin 

	2019
	0.65

	2020
	0.67

	2021
	0.68

	2022
	0.68

	2023
	0.68


Source: The Author
Operating margin:
Millions $

[bookmark: _Hlk163657601]Source: Financial Management course notes
Operating margin (2019) = 42959/125843 = 0.34
Operating margin (2020) = 52959/143015 = 0.37
Operating margin (2021) = 69916/168088 = 0.41
Operating margin (2022) = 83383/198270 = 0.42
Operating margin (2023) = 88523/211915 = 0.41
[bookmark: _Hlk163657920]Table 7. Microsoft Operating Margin 
	Year
	Gross margin 

	2019
	0.34

	2020
	0.37

	2021
	0.41

	2022
	0.42

	2023
	0.41


Source: The Author



Net Profit Margin:
Millions $

[bookmark: _Hlk163658089]Source: Financial Management course notes
Net profit margin (2019) = 39240/125843 = 0.31
Net profit margin (2020) = 44281/143015 = 0.30
Net profit margin (2021) = 61271/168088 = 0.36
Net profit margin (2022) = 72738/198270 = 0.36
Net profit margin (2023) = 72361/211915 = 0.34

[bookmark: _Hlk163658402]Table 8. Microsoft Net Profit Margin 
	Year
	Gross margin 

	2019
	0.31

	2020
	0.30

	2021
	0.36

	2022
	0.36

	2023
	0.34


Source: The Author
Efficiency ratio:
Millions $

Source: Financial Management course notes
Asset turnover (2019) = 125843/286556 = 0.43
Asset turnover (2020) = 143015/301311 = 0.47
Asset turnover (2021) = 168088/333779 = 0.50
Asset turnover (2022) = 198270/364840 = 0.54
Asset turnover (2023) = 211915/411976 = 0.51
Table 9. Microsoft Asset Turnover
	Year
	Asset turnover 

	2019
	0.43

	2020
	0.47

	2021
	0.50

	2022
	0.54

	2023
	0.51


Source: The Author
Fixed Asset Turnover:
Millions $

Source: Financial Management course notes
Fixed asset turnover (2019) = 125843/36477 = 3.44
Fixed asset turnover (2020) = 143015/44151 = 3.23
Fixed asset turnover (2021) = 168088/59715 = 2.81
Fixed asset turnover (2022) = 198270/74398 = 2.66
Fixed asset turnover (2023) = 211915/95641 = 2.21
Table 10. Microsoft Fixed Asset Turnover
	Year
	Fixed asset turnover

	2019
	3.44

	2020
	3.23

	2021
	2.81

	2022
	2.66

	2023
	2.21


Source: The Author
[bookmark: _Hlk163660292]Appendix 1. Microsoft Balance Sheet (years 2019, 2020)
Unfortunately, I didn’t have enough time to interpret the result of the calculations yet, but that’s what I’m working on now.
Please provide with any suggestions and recommendations.
Thank you!
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Source: Microsoft Annual Report, (2020)

Appendix 2. Microsoft Balance Sheets (years 2021, 2022)
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Source: Microsoft Annual Reports, (2022)

Appendix 3. Microsoft Balance Sheets (years: 2022, 2023)
[image: ]
Source: Microsoft Annual Reports, (2023)

Appendix 4. Microsoft Income Statements (years: 2018, 2019, 2020)
[image: ]
Source: Microsoft Annual Reports, (2020)

Appendix 5. Microsoft Income Statement (years: 2021, 2022, 2023)
[image: ]
Source: Microsoft Annual Report, (2023)
image1.emf
(In millions)        

   

         

June   30,  2020  2019  

         

Assets        

Current assets:        

Cash and cash equivalents  $   13,576    $   11,356    

Short - term investments       122,951         122,463    

      

Total cash, cash equivalents, and short - term investments       136,527         133,819    

Accounts receivable, net of allowance for doubtful accounts of  $788   and $411       32,011         29,524    

Inventories       1,895         2,063    

Other current assets       11,482         10,146    

      

Total current assets       181,915         175,552    

Property and equipment, net of accumulated depreciation of  $43,197   and $35,330       44,151         36,477    

Operating lease right - of - use assets       8,753         7,379    

Equity investments       2,965         2,649    

Goodwill       43,351         42,026    

Intangible assets, net       7,038         7,750    

Other long - term assets       13,138         14,723    

      

Total assets  $      301,311    $    286,556    

         

Liabilities and stockholders’ equity        

Current liabilities:        

Accounts payable  $   12,530    $   9,382    

Current portion of  long - term debt       3,749         5,516    

Accrued compensation       7,874         6,830    

Short - term income taxes       2,130         5,665    

Short - term unearned revenue       36,000         32,676    

Other current liabilities       10,027         9,351    

      

Total current  liabilities       72,310         69,420    

Long - term debt       59,578         66,662    

Long - term income taxes       29,432         29,612    

Long - term unearned revenue       3,180         4,530    

Deferred income taxes       204         233    

Operating lease liabilities       7,671         6,188    

Other long - term liabilities       10,632         7,581    

      

Total liabilities       183,007         184,226    

      

Commitments and contingencies        

Stockholders’ equity:        

Common stock and paid - in capital  –   shares authorized 24,000; outstanding  7,571   and   7,643       80,552         78,520    

Retained earnings       34,566         24,150    

Accumulated other comprehensive income (loss)       3,186      (340)  

      

Total stockholders’ equity       118,304         102,330    

      

Total liabilities and stockholders’ equity  $   301,311    $   286,556    
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BALANCE SHEETS       

(In millions)        

   

         

June   30,  2022  2021  

         

Assets        

Current assets:        

Cash and cash equivalents  $   13,931    $   14,224    

Short - term  investments       90,826         116,110    

      

Total cash, cash equivalents, and short - term investments    104,757      130,334    

Accounts receivable, net of allowance for doubtful accounts of  $633   and $751    44,261      38,043    

Inventories    3,742      2,636    

Other  current assets    16,924      13,393    

      

Total current assets    169,684      184,406    

Property and equipment, net of accumulated depreciation of  $59,660   and $51,351    74,398      59,715    

Operating lease right - of - use assets    13,148      11,088    

Equity  investments    6,891      5,984    

Goodwill    67,524      49,711    

Intangible assets, net    11,298      7,800    

Other long - term assets    21,897      15,075    

      

Total assets  $        364,840    $   333,779    

         

Liabilities and stockholders’ equity        

Current  liabilities:        

Accounts payable  $   19,000    $   15,163    

Current portion of long - term debt    2,749      8,072    

Accrued compensation    10,661      10,057    

Short - term income taxes    4,067      2,174    

Short - term unearned revenue    45,538      41,525    

Other current  liabilities    13,067      11,666    

      

Total current liabilities    95,082      88,657    

Long - term debt    47,032      50,074    

Long - term income taxes    26,069      27,190    

Long - term unearned revenue    2,870      2,616    

Deferred income taxes    230      198    

Operating lease  liabilities    11,489      9,629    

Other long - term liabilities    15,526      13,427    

      

Total liabilities    198,298      191,791    

      

Commitments and contingencies        

Stockholders’ equity:        

Common stock and paid - in capital  –   shares authorized 24,000;  outstanding   7,464  and   7,519    86,939      83,111    

Retained earnings    84,281      57,055    

Accumulated other comprehensive income (loss)    (4,678 )    1,822    

      

Total stockholders’ equity    166,542      141,988    

      

Total liabilities and stockholders’ equity  $   364,840    $   333,779    
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BALANCE SHEETS       

(In millions)        

   

         

June   30,  2023  2022  

         

Assets        

Current assets:        

Cash and cash equivalents  $   34,704    $   13,931    

Short - term investments    76,558      90,826    

      

Total cash, cash equivalents, and short - term investments      111,262        104,757    

Accounts receivable, net of allowance for doubtful accounts of  $650   and $633    48,688      44,261    

Inventories    2,500      3,742    

Other current assets    21,807      16,924    

      

Total current assets    184,257      169,684    

Property and equipment, net of accumulated depreciation of  $68,251   and $59,660    95,641      74,398    

Operating lease right - of - use assets    14,346      13,148    

Equity investments    9,879      6,891    

Goodwill    67,886      67,524    

Intangible assets, net    9,366      11,298    

Other long - term assets    30,601      21,897    

      

Total assets  $     411,976    $       364,840    

         

Liabilities and stockholders’ equity        

Current liabilities:        

Accounts payable  $   18,095    $   19,000    

Current portion of long - term debt    5,247      2,749    

Accrued compensation    11,009      10,661    

Short - term income taxes    4,152      4,067    

Short - term unearned revenue    50,901      45,538    

Other current liabilities    14,745      13,067    

      

Total current liabilities    104,149      95,082    

Long - term debt    41,990      47,032    

Long - term income taxes    25,560      26,069    

Long - term unearned revenue    2,912      2,870    

Deferred income taxes    433      230    

Operating lease liabilities    12,728      11,489    

Other long - term liabilities    17,981      15,526    

      

Total  liabilities    205,753      198,298    

      

Commitments and contingencies        

Stockholders’ equity:        

Common stock and paid - in capital  –   shares authorized 24,000; outstanding  7,432   and   7,464    93,718      86,939    

Retained earnings    118,848      84,281    

Accumulated other comprehensive loss    (6,343 )    (4,678 )  

      

Total stockholders’ equity    206,223      166,542    

      

Total liabilities and stockholders’ equity  $   411,976    $   364,840    
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA    INCOME STATEMENTS       

(In millions, except per share amounts)           

   

            

Year Ended June   30,  2020  2019  2018  

      

Revenue:     

Product  $      68,041  $      66,069  $    64,497  

Service and  other  74,974  59,774  45,863  

    Total revenue  143,015  125,843  110,360  

    Cost of revenue:     

Product  16,017  16,273  15,420  

Service and other  30,061  26,637  22,933  

    Total cost of revenue  46,078  42,910  38,353  

    Gross margin  96,937  82,933  72,007  

Research and development  19,269  16,876  14,726  

Sales and marketing  19,598  18,213  17,469  

General and administrative  5,111  4,885  4,754  

    Operating income  52,959  42,959  35,058  

Other income, net  77  729  1,416  

    Income before income taxes  53,036  43,688  36,474  

Provision for income taxes  8,755  4,448  19,903  

    Net income  $      44,281  $      39,240  $     16,571  

      

      

Earnings per share:     

Basic  $   5.82  $   5.11  $   2.15  

Diluted  $   5.76  $   5.06  $   2.13  

      

Weighted average shares  outstanding:     

Basic  7,610  7,673  7,700  

Diluted  7,683  7,753  7,794  
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA    INCOME STATEMENTS       

(In millions, except per share amounts)           

   

            

Year Ended June   30,  2023  2022  2021  

            

Revenue:           

Product  $      64,699    $     72,732    $      71,074    

Service and other    147,216      125,538      97,014    

         

Total revenue    211,915      198,270      168,088    

         

Cost of revenue:           

Product    17,804      19,064      18,219    

Service and other    48,059      43,586      34,013    

         

Total cost of revenue    65,863      62,650      52,232    

         

Gross margin    146,052      135,620      115,856    

Research and development    27,195      24,512      20,716    

Sales and  marketing    22,759      21,825      20,117    

General and administrative    7,575      5,900      5,107    

         

Operating income    88,523      83,383      69,916    

Other income, net    788      333      1,186    

         

Income before income taxes    89,311      83,716      71,102    

Provision for income taxes    16,950      10,978      9,831    

         

Net income  $   72,361    $   72,738    $   61,271    

            

            

Earnings per share:           

Basic  $   9.72    $   9.70    $   8.12    

Diluted  $   9.68    $   9.65    $   8.05    

            

Weighted average shares  outstanding:           

Basic    7,446      7,496      7,547    

Diluted    7,472      7,540      7,608    

 



Part B


 


Gearing r


atio


:


 


M


illions 


$


 


????????


 


????


 


????????????


 


??????????


=


 


??????????


 


????????


(


????????????????????


,


????????


,


????????


)


??????????


 


????????????


=


725


+


6674


15644


 


                      


Total debt


=lon


g term 


debts


 


+


 


short


 


term debts


 


Source: Financial Management course notes


 


total debt


 


(


2019


) 


= 


5516


+66662=


 


72178


 


debt to equity ratio


 


(


2019) 


= 72178/10233


0=


 


0.70


 


to


tal debt 


(


2020


) 


= 3749


+59578= 


63327


 


debt to 


equity


 


ratio


 


(


2020) 


= 63327/118304


= 0.53


 


total debt 


(


2021


) 


= 8072+50074=


 


58146


 


debt to equity ratio


 


(2021) = 58146/141988= 0.40


 


total debt 


(


2022)


 


= 274


9+47032= 49781


 


debt to equity ratio (2022) =49781/16654


= 0.29


 


total debt (2023


)


 


= 5347


+41990= 47237


 


debt to 


equi


ty ra


tio 


(2023) =47237/206223= 0.22


 


Table 1. Microsoft 


Debt to Equity Ratio


 


Year


 


Debt to equity ratio


 


2019


 


0.70


 


2020


 


0.53


 


2021


 


0.40


 


2022


 


0.29


 


2023


 


0.22


 


Source: The Aut


hor


 


Debt to Capital Ratio


:


 


Millions $


 


????????


 


????


 


??????????????


 


??????????


=


 


??????????


 


????????


??????????


 


????????


+


 


??????????


 


????????????


 


Source: Financial Management course notes


 


D


ebt 


to ca


pital ratio


 


(2019) =


 


72178/


 


(72178+102330)


 


= 0.41


 


D


ebt 


to capital ratio 


(


2020)


 


= 


63327/ (63327+118


304) = 0.34


 


D


ebt 


t


o capital 


ratio 


(


2021)


 


= 58146/ (58146


+141988) = 0.29


 


Debt to capital ratio (2022) = 49781/ (


49781


+166542) = 0.23


 




Part B   Gearing r atio :   M illions  $   ????????   ????   ????????????   ?????????? =   ??????????   ???????? ( ???????????????????? , ???????? , ???????? ) ??????????   ???????????? = 725 + 6674 15644                          Total debt =lon g term  debts   +   short   term debts   Source: Financial Management course notes   total debt   ( 2019 )  =  5516 +66662=   72178   debt to equity ratio   ( 2019)  = 72178/10233 0=   0.70   to tal debt  ( 2020 )  = 3749 +59578=  63327   debt to  equity   ratio   ( 2020)  = 63327/118304 = 0.53   total debt  ( 2021 )  = 8072+50074=   58146   debt to equity ratio   (2021) = 58146/141988= 0.40   total debt  ( 2022)   = 274 9+47032= 49781   debt to equity ratio (2022) =49781/16654 = 0.29   total debt (2023 )   = 5347 +41990= 47237   debt to  equi ty ra tio  (2023) =47237/206223= 0.22   Table 1. Microsoft  Debt to Equity Ratio  

Year  Debt to equity ratio  

2019  0.70  

2020  0.53  

2021  0.40  

2022  0.29  

2023  0.22  

Source: The Aut hor   Debt to Capital Ratio :   Millions $   ????????   ????   ??????????????   ?????????? =   ??????????   ???????? ??????????   ???????? +   ??????????   ????????????   Source: Financial Management course notes   D ebt  to ca pital ratio   (2019) =   72178/   (72178+102330)   = 0.41   D ebt  to capital ratio  ( 2020)   =  63327/ (63327+118 304) = 0.34   D ebt  t o capital  ratio  ( 2021)   = 58146/ (58146 +141988) = 0.29   Debt to capital ratio (2022) = 49781/ ( 49781 +166542) = 0.23  

