Resolution: Tax Transparency

RESOLVED: Shareholders request that the Board of Directors issue a tax transparency report to shareholders,
at reasonable expense and excluding confidential information, prepared in consideration of the indicators and
guidelines set forth in the Global Reporting Initiative’s (GRI) Tax Standard.

Supporting Statement

Profit shifting by corporations is estimated to cost the US government $70 - 100 billion annually.! Globally, the
OECD estimates revenue losses of $100 — 240 billion.? The PRI, representing investors with $89 trillion assets
under management, states that tax avoidance is key driver of global inequality.?

With the COVID-19 pandemic resulting in large deficits for many governments, there has been increased
government and community focus on whether corporations are paying a “fair share” of tax and contributing to
societies where profits are earned. 90% of companies believe that the financial impacts of the pandemic may
lead to more tax disputes, while 38% expect authorities to become more rigorous in tax examinations.*

In October 2021, 136 countries agreed to a framework for global tax reform.” In the US, increases in
infrastructure and social spending are linked to tax reforms.® The proposed Disclosure of Tax Havens and
Offshoring Act will require public country-by-country reporting (CbCR) of financial (including tax) data by SEC-
registered companies. In November 2021, the European Union approved a directive to implement a form of
public CbCR for multinationals operating in the European Union with group revenue of over $860 million.”

Currently, Microsoft does not disclose revenues or profits in non-US markets, and foreign tax payments are not
disaggregated, challenging investors’ ability to evaluate the risks to our company of taxation reforms, or
whether Microsoft is engaged in responsible tax practices that ensure long term value creation for the
company and the communities in which it operates. Microsoft’s approach to taxation has been repeatedly
challenged by tax authorities globally.® In 2020, an Irish subsidiary recorded profits of $315 billion, despite
having no employees.®

The GRI Standards are the world’s most utilized reporting standard.'° The GRI Tax Standard was developed in
response to investor concerns regarding the lack of corporate tax transparency and the impact of tax
avoidance on governments’ ability to fund services and support sustainable development.! It is the first
comprehensive, global standard for public tax disclosure and requires public reporting of a company’s business
activities, including revenues, profits and losses, and tax payments within each jurisdiction.*?
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This proposal would bring our company’s disclosures in line with leading companies who already report using
the Tax Standard.'®> Our company already reports CbCR information to OECD tax authorities privately, so any
increased reporting burden is negligible.
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