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PLAN

A project plan, according to The Project Management Body of Knowledge,
is: “... a formal, approved document used to guide both project execution and
project control. The primary uses of the project plan are to document planning
assumptions and decisions, facilitate communication among stakeholders, and
document approved scope, cost, and schedule baselines. A project plan may be

summarized or detailed.”
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Text

Organisation of This Plan

0 This project plan is divided into six main components. Several appendices provide more
detail on various aspects referred to in the plan, including details on pilot projects, a risk
register and terms of reference to expert teams and committees associated with WMO
Information System (WIS).

Definitions of data, products, information and services

Release | Requir

2] Different WMO programs have different meanings for

these words and they can vary with context. Except when

alidotion Design

quoting from another source (e.g. Congress papers), this

document will conform to the definitions utilized by the N tion
Commission for Basic Systems (CBS) as follows.

3] In CBS data they are generally defined as observations. When observations are combined
into summaries or used to derive new information, they are then referred to products. When
describing data and products, CBS refers to them as information. To systems, any information
passing through their systems is data, and this is reflected in many of the common terminolo-
gies such as data management or data volumes which in this context really mean information
management and information volumes.

(4] The word service in this plan is defined as an interface through which information can be
accessed, e.g. a web page, ftp server, OGC web mapping service, email or facsimile.

Project environment and considerations

WIS is built on Members’ Systems

(5] As described under project structure, information systems across WMO such as the GTS
are developed, operated and maintained by WMO members. While the Secretariat provides
support in terms of coordination and facilitation between Members, the bulk of funding and
resources required for the development and implementation of WIS is from the WMO
members.

National and regional initiatives based on non-WMO projects

6] As is evident in the WIS pilot projects of UNIDART, the Region VI VGISC and the

NCAR DCPC, WIS is being built by members on members systems and has some dependency

on regional projects or activities that may be initiated outside of the WMO community.
Fortunately regional projects and developments have taken into account modern day best

practices which include utilizing international standards and designing around scalable,
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services oriented architecture rather than building stand-alone solutions. Thus, Members are
able to incorporate WIS requirements into their national and regional activities. The
dependencies on regional projects is particularly so in Region VI where the European Union
has many overlapping activities that impact on WIS. This includes the SIMDAT project that is
a key contributor to the development of the Region VI VGISC. Similarly, as part of Region
IV, the USA has several initiatives such as the Community Data Portal and the Earth System
Grid that can be utilized to create the required capabilities of the NCAR DCPC. However,
such dependencies are normal modus operandi for WMO and are proving to be a major
strength rather than inhibitor.

Global Spatial Data Infrastructure (GSDI) and regional components

Many WMO members participate in spatial data infrastructure initiatives that are building
on the ISO 191XX series of standards relating to spatial data and metadata. As the WMO
metadata is a profile of this series, the work of the Inter-programme Expert Team on Metadata
Implementation (IPET-MI — See appendix D for Terms of Reference) ensuring Member
countries’ work towards WIS is synonymous with their national initiatives. Major programs
the IPET-MI are aware of and working with include INSPIRE (Europe), NSDI (USA) and
ANZLIC (Australia and New Zealand).

Closely related to the GSDI is the Open + Consortium (OGC) initiative to standardize the
way spatial data is shared across systems. Although not a standards setting organisation like
ISO, OGC has developed a series of standard recommendations which have been adapted by
ISO. These include the Geographic Markup Language (GML), Web Mapping Services
(WMS), Web Feature Services (WFS) and

Web Coverage Services (WCS). Many of purpose

WMO’s members are utilizing these stan-

dards to break down barriers to interopera- Risks ‘ Scope
k)

Project

bility and the sharing of spatial informa- Timescales

tion from different data sources. This tech-
nology is being used as a part of the
IPCCC data sharing practices at the Brit-
ish Atmospheric Data Centre, and in various ocean data centres.
Risk Assessment

Risks are identified at various points throughout the project and implementation plan,
along with associated mitigation or contingencies and the name of a coordinator who, along

with the WIS project manager, is responsible for ensuring the risk is managed. The risks are

-3 -
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summarized in Appendix E “Risk Management”. A register of high risks is also included in

the appendix. An initial risk assessment for this project plan identified the WIS as a high risk

project for the following reasons: \ EC )
1) Complex systems ( PTC | EC WG WIGOS-WIS |
{10 The overall project is complex, involv- | \
\ ICG WIS | SGWIGOS
ing new technologies and standards. Hard- — ‘ ‘
ware, systems, development and ongoing CBS Other Commissions
. (Management Group) | |
support have to be integrated into Members’ ‘ L |
strategic and system replacement processes. ‘ (()II():ATGI;;S ‘ ‘ Other OPAGs ‘
Each Member’s solution has to interface p N
— ET Ol J
with other Members’ solutions, whilst meet- ) )
. . . . S wrerm
ing local and regional requirements. WIS will ) §
. . . . ET CTS
also invoke extensive alterations to business B )
processes. There is also a critical requirement R ETWISC J
%/ Other ET & Rapporteurs \

that the evolution from existing information
systems to WIS not be disruptive to the present systems which have established very high avail-
ability, robustness and performance; qualities which are also required in WIS.
2) Team

0 There are many people involved in WIS development and implementation, most of
whom are not allocated full time to the task. The team is distributed across the globe and the
cost of bringing these people together to tackle issues is mostly inhibitive. Due to the length of
the project to date, many of the team are facing more urgent tasks as they also support critical
operational systems and procedures. The isolation and (up until 2007) the lack of a central
project manager to address strategic or high level issues add to the risk. Offsetting this risk,
the team has high intrinsic skills, some knowledge of many of the components and are
personally interested in new technology.
3) Members

® WMO systems support many high profile or critical activities in member countries such
as the preparation and distribution of warnings. Failures in the new system could lead to
information not reaching the right place at the right time, and could be highly embarrassing to
WMO, Permanent Representatives (PR) and their governments.

® WIS will provide new capabilities that could create opportunities for members to run their
operations more efficiently; however, some components of WIS such as making publicly
available data in GISCs via the internet has raised some policy issues that need to be addressed.

® To reduce the exposure to the above risks and to ensure prompt delivery of WIS, EC and
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CBS Ext 2006, recommended the appointment of a full time project manager to support the
activities of the ICG WIS and to act as a focal point for issues. This was achieved in March
2007. Important components of reducing risk include the establishment of a project plan
outlining the development, implementation and ongoing support strategies. The project
manager should also lead in communications and outreach to ensure new risks and concerns
are addressed appropriately. It can be seen that the residual risk can be significantly reduced
using established project management practices. The WIS project manager is the contact
officer for these general project risks and new risks.

Project Management

Project Framework

® The project framework is in two parts: the principal being the organisational framework
set up by the WMO Executive Council (EC) in order to facilitate the wishes of WMO
Congress to develop and implement WIS. The second part is the structure within WMO
Secretariat to support the principal framework.
Secretariat Structure

® The Secretariat provides secretarial support to the ICG/WIS and to the expert teams men-
tioned in above paragraph. The Secretariat coordinates the implementation and maintenance
of the operational information such as the WMO Publication No 9 “Volume A” (Observing
stations) and “Volume C1” (Catalogue of meteorological bulletins), compiles the updates
from the Members and publishes the operational information on the WMO server. The Secre-
tariat also coordinates quantity monitoring exercises of the operation of the WWW and posts
monitoring reports on the WMO server.

® The WIS project is now being coordinated by the WIS project manager on behalf of the
Director of WWW Department and under the supervision of the Chief of the Information
Systems and Services Division (C/ISS). The terms of reference for the WIS project manager
are in Appendix E. The project manager plays a key role in coordination within the Secretariat
as well as across the Commissions and Regional Associations, and in providing a framework
for the WIS pilot activities. To this end, this plan and related communication strategies are
important early deliverables made possible by having a project officer. Similarly, the plan
highlights the requirements for an ongoing project management role as reported to the PTC
and Congress by the ICG/WIS and endorsed by EC-LVIII in 2006.

® In addition to the normal secretariat staff and project manager, the Secretariat may task
contractors or participate NMHS to undertake special activities.
Resources and funding

® Information systems across WMO such as the GTS are developed, operated and main-
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tained by WMO members. While the Secretariat provides support in terms of coordination and
facilitation between Members, the bulk of funding and resources required for the development
and implementation of WIS is from the WMO members.

D In order to facilitate the increased coordination costs and activities within the secretariat
associated with meeting Congress’s requirements for WIS to involve all WMO programmes,
the Secretary General has made available special funding for crosscutting activities, although
most activity is to be funded from within programmes’ existing funds. Furthermore, following
EC-LVIII and CBS Ext (2006) statements for the requirement for additional funding speci-
fically for the accelerated development and implementation of WIS, a WIS Trust Fund has
been established. The management of the trust will be undertaken by the Director of Word
Weather Watch (WWW). A steering committee, composed of the ICG/WIS Chair, the
OPAG-ISS Chair and one expert from each of the Members involved in the current key
projects (i.e. Australia, Russian Federation, USA, France or Germany or UK, China and
Japan) has been established. The committee would advise on the best use of the funds for
fostering the technical development and implementation of the key components of WIS.
EC-LVIII also noted the need for a full time WIS project manager for coordinating the
implementation of the WIS, in close cooperation with the ICG/WIS. The Technical
Conference on WIS 2006 (TECO-WIS) supported EC-LVIII and noted that the project
manager would require a strong, possibly full time team, if the project is to be successful. At
the time of writing, a project manager has been seconded from Australia with occasional
support from contractors. A need for a technical writer to start working on the preparation of a
manual on WIS has also been identified but a placement has yet to be made. The current
secondment kept only until end of February 2008, so arrangements need to be made to ensure
a project manager is available in the longer term without breaking the continuity.

Communications and Outreach

D1 A communications and outreach strategy is essential for a project the size of WIS, with
the stakeholders and contributors spreading across the globe. This was identified as a high risk
area in the risk assessment described above and in the risk register. The strategy for the WIS
project office is divided into seven areas:

1) Participation and representation of WIS in WMO programmes, Technical Commissions or
major projects (i.e. IPY) planning and strategic processes. This may be achieved by ensuring
the WIS project manager who is able to participate in such meetings or by ensuring other
secretariat staff or ICG/WIS members can do so.

2) As directed by Congress, it is essential to implement a Rolling Review of Requirements

(RRR) to ensure that WIS continues to be relevant to stakeholders needs. This does not
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mean that the implementation of WIS has a rapidly changing target, but that key decisions
in WIS’s implementation need to be aware of the current and future needs of the
programmes WIS will be supporting.

3) Cg-XV is identified essential to ensure the engagement of Regional Associations as well as
the Technical Commissions. Part of the implementation plan includes establishment of
Regional WIS teams to undertake pilot projects and to participate in the development and
implementation of WIS, especially with members from least developed countries.

4) Similarly, the secretariat has the flexibility to initiate special implementation and
coordination meetings, normally achieved by having a joint meeting of a Commission
expert team and a Regional Association Working Group. This ensures cross fertilisation
between Technical Commissions and Regional Associations.

5) The WIS project manager’s terms of reference (appendix E) identify a key role of the
project manager as to create and maintain an up-to-date and useful web site to facilitate
communication between developers and also to provide WMO members with a place to
monitor and engage in WIS planning and implementation.

6) An important part of the communications and outreach strategy will be the capacity
building and training which will be closely tied to the development of appropriate
guidelines and documentation on WIS.

7) Congress also identified a need to be proactive in identifying potentially new users of WIS,
and suggested a program be initiated to actively seek involvement of other UN agencies,
international organisations or projects.

A useful aid to the communications strategy was the publication of WO Bulletin 55 (4) in

October of 2006.

Project Monitoring and Review

@ This plan forms an important part of the project monitoring and review process and along
with a web page will be a part of the communications and outreach strategy. Individual
projects will contain mini project plans and Gantt charts. The project officer will provide
fortnightly reports to the Chief ISS and Chair of ICG/WIS. Monthly briefings will be provided
to the Director WWW. The Director WWW will be responsible for reporting on WIS to the

WMO Secretariat through the Comité de Direction. The project manager of WIS will provide

a report to each ICG/WIS meeting. The Chair of ICG/WIS will report to “Executive Council

Working Group on WIGOS and WIS” and to the “Presidents Technical Committee”. The

progress on WIS along with this project plan and implementation plan will also be available

on the WIS web page.
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|

Words and Expressions

architecture /‘aikitekt[a/ n.

implementation /imp'limen'terf(a)n/ n.

secretariat /.sekr1'teariot/ n.

scalable /'sketlob(a)l/ adj.

modus operandi /moudas .0pa'rendii/ n.

metadata /'metoderta/ n.

synonymous /sTnonimas/ adj.

geospatial /.dzizou'sper[(a)l/ adj.

interoperability /mto,ropara'biloti/ n.

initiative /1'nifot1v/ n.

simulation /'simja'lerfan/ n.

be disruptive to

be relevant to

the product or work or process of building or cons-

truction ZH T AR, BRI

the act of accomplishing some aim or executing
some order [#] SEI; BAT; ZHE B F

an administrative unit responsible for maintaining re-
cords and other secretarial duties; especially for
international organizations &t F &k ; F5 3T 4L ; A
(32, HKF)

capable of being scaled; possible to scale “the
scalable slope of a mountain” ¥ 2564 ; 7T X 8k ¢4 ;
THRZ

an unvarying or habitual method of procedure [+
T)iE4E,EH
data about data JTH &

(of words) meaning the same or nearly the same [

S 3 RS89 5 UK K 8

of or relating to the relative position of things on the
earth’s surface .22 % 4] 49

capability of being used or operated reciprocally

(] ZBARbE; 2 A

readiness to embark on bold new venture

FEFH

AR

[computer science] the technique of representing the
real world by a computer program 47 F ; BE %A , BE
B3
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Exercises

I. Reading comprehension

Answer the following questions based on the content of the text.

1.
2.
3.

N O »n b

9.

What are the business goals that the project is aiming to achieve?
What business benefits will these goals deliver if achieved?
What will be the consequences to the business (financial, reputation etc.) if the project

does not go ahead or fails to deliver the objectives?

. Are there any easy-to-implement alternatives to this project?
. Are there any disadvantages to implementing this project?
. Who is the main stakeholder, with ultimate responsibility for driving the project forward?

. Who is responsible for ensuring appropriate resources (time, people and money) allocated

to the project?

. Who will be responsible for deciding whether the project goes ahead or not after the

initial investigations?

Is the new project dependent on the successful delivery of a current project?

10. What are the success criteria that will indicate that the objectives have been met and the

benefits delivered?

II. Paraphrasing

Rewrite each of the sentences in your own words.

1.

Risks are identified at various points throughout the project and implementation plan,
along with associated mitigation or contingencies and the name of a coordinator who,

along with the WIS project manager, is responsible for ensuring the risk is managed.

. Such dependencies are normal modus operandi for WMO and are proving to be a major

strength rather than inhibitor.

. The concept of a Grid joining together computing and data sources has been growing

rapidly in the last few years driven by researchers wanting access to the wealth of high

quality data from measurements and computer simulations.

. An important part of the communications and outreach strategy will be the capacity

building and training which will be closely tied to the development of appropriate

guidelines and documentation on WIS.

. To this end, this plan and related communication strategies are important early deliverables

made possible by having a project officer.

- 10 -
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II. Cloze
Fill in each of the blanks in the following passage with a word or an expression.

When you know the goal of your project and you believe it’s possible, youneeda 1
project plan that describes how you and your team will make it 2 . Include the following
in your project-management plan:

- an overview of the reasons for your project;

- a detailed description of intended results;

- a list of all constraints the project must address;

- a list of all assumptions related to the project;

- a list of all required work;

- a breakdown of the roles you and your team members will 3 ;

- a detailed project schedule;

- needs for personnel, funds, and non-personnel resources (such as equipment, facilities,
and information);

- a description of how you plan to manage any significant risks and uncertainties;

- plans for project communications;

- plans for ensuring project quality.

Always put your project plans in writing; doing so helps you clarify detailsand 4
the chances that you’ll forget something. Plans for large projects can take hundreds of pages,
but a plan for a small project can take only a few lines on a piece of paper (or a tablecloth!).

The success of your project depends on the clarity and accuracy of your planand 5
people who believe they can achieve it. Considering past experience in your project plan
makes your plan more realistic; involving people in the plan’s development encourages their
commitment to achieving it.

Often the pressure to get fast results encourages people to _ 6  the planning and get
right to the tasks. _ 7 this strategy can create a lot of immediate activities, it also creates
significant chances for waste and mistakes.

Be sure the drivers and supporters of your project review and 8  the plan in writing
before you begin the project. For a small project, you may need only a _ 9  e-mail or
someone’s initials on the plans. For a larger project, though, you may need a formal review
and signoff by one or __ 10 levels of your organization’s management.

IV. Translation
1. Translate the following passage into Chinese.

The continued review and development of the WMO networks undertaken by the

-1 -
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IMTN is a major component of the advances in the GTS to date. Many of these changes
such as the successful implementation of the Region VI, then Cloud I migration to MPLS,
have radically improved the cost effectiveness of the MTN. Similarly, the implementation
of the Advanced Dissemination Methods (ADM) has been very successful in improving
access to GTS information for many members. The next major advances will be in
migrating Cloud II to MPLS and the potential for establishing any to any links within the
MTN. The continued work of the IMTN project is an essential development to enable the
realisation of the full potential of the WIS architecture and needs to work closely with the
other tasks in the evolution of the GTS to WIS, as well as the tasks leading to the new
functionality of WIS. The timeline for this task is ongoing.
Risk: Moderation. Although the task is potentially a very high or extreme risk, practices of
the team reduce the residual risk to moderate. It is important that these new technologies
are explored and the communications infrastructure and support from the suppliers is able
to match the IMTN service levels. The implementation of new solutions has to work very
closely with the ET GTS-WIS OL.
Task Leader: Co Chairs ET-CTS
Priority: Essential

2. Translate the following sentences into English.
DTSR UNARSS /i Vak HEr & N AP AZISGR E N E Bu S S SN U 5 N
2) 351 H AR 55 FIBAS R BE T A0 T ARG, AR A R R AR 74l AR St Rl T e 2

SRR o
3) P BIA B 8 B MR T AN St 45 B PR ) A 2, O ) RS2 SR Y
é@ﬂio

AT AT H v B 2 w] (LUN AR S 7 8B 2w R P A28 ) (RLT (R FR R
T s PO SR HEIR S B TARYE A T AR N 2R
5)B ARV EE NG 5 P BN, S I H A REE AT R O e A
H 21 TVR 38, DRI T AR B F0 i R
V. Writing
Write a passage of about 200 words, developing your arguments on the following issue:
A SWOT analysis (alternatively SWOT matrix) is a structured planning method used to
evaluate the Strengths, Weaknesses, Opportunities and Threats involved in a project or in
a business venture. A SWOT analysis can be carried out for a product, place, industry or

person. It involves specifying the objective of the business venture or project and identifying

- 12 -
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the internal and external factors that are favorable and unfavorable to achieve that objective.

Try to analyse the project in the text by SWOT.

\Ng:\k'i\‘-‘ﬁ""g”

g\.h'—-

o

Sryen

et
wes
rrunt
opP°
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Unit Two
Corporate Annual Report ( | )

Corporate annual report is another important writing task in business
agenda, demanding quite some techniques in highlighting the firm’s periodical
achievements and setbacks in limited text. Different firms and different
compilers of even the same firm may have different styles and rhetoric in
accomplishing such tasks. But some key issues are due to appear in such
reports, ranging from the financial wins to market situation analysis and to
technological advances. Microsoft Corp, as one of the leaders in global business,
publishes its annual report every year, evincing the merits of corporate annual
report on one hand and demonstrating its technological leadership on the other.
But in this unit, only some key parts of the report is excerpted. If you were the
compiler, how would you choose to fill up the missing parts of this report, as

listed in the Contents hereunder?

- 14 -
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Microsoft 2013 Annual Report (1)

Contents

+ Selected Financial Data

- Financial Review

« Business Description

- General

+ Operating Segments

- Operations

* Research & Development
« Distribution, Sales & Marketing
- Licensing Options

- Customers

- Employees

« Available Information

(excerpted)

&9
Microsoft

Selected Financial Data

Financial Highlights

(In millions, except per share data)
Year Ended June 30 2013 2012 2011 2010 2009
Revenue $77,849 $ 73,723 $69,943 |$62,484 $ 58,437
Operating income $26,764 @ [$21,763® |$27,161 |$ 24,098 $20,363
Net income $21,863° 1$16,978™ [$23,150 |$18,760 |$ 14,569
Diluted earnings per share $2.58 @ $2.00® $2.69 $2.10 $1.62
Cash dividends declared per share | $0.92 $0.80 $0.64 $0.52 $0.52
Cash, cash equivalents, and short-
term investments $77,022 $ 63,040 $52,772 | $ 36,788 $31,447
Total assets $142,431 $121,271 |$108,704 |$ 86,113 $ 77,888
Long-term obligations $26,070 $22,220 $22,847 |$13,791 $ 11,296
Stockholders’ equity $ 78,944 $ 66,363 $57,083 |$46,175 $ 39,558

- 15 -
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" (a) Includes a charge related to a fine imposed by the European Commission in March 2014 which decreased
operating income and net income by $733 million (€561 million) and diluted earnings per share by $0.09. Also
includes a charge for Surface RT inventory adjustments recorded in the fourth quarter of fiscal year 2014, which
decreased operating income by $900 million, net income by $596 million and diluted earnings per share by $0.07.

(b) Includes a goodwill impairment charge related to our Online Services Division business segment which

decreased operating income and net income by $6.2 billion and diluted earnings per share by $0.73.

Financial Review
Quarterly Stock Price Information, Issuer Purchases of Equity Securities, Dividends, and Stock Performance
QUARTERLY STOCK PRICE
Our common stock is traded on the NASDAQ Stock Market under the symbol MSFT. On
July 18, 2013, there were 119,862 registered holders of record of our common stock. The high

and low common stock sales prices per share were as follows:

Quarter Ended | September 30 | December 31 | March 31 June 30 Fiscal Year

Fiscal Year 2013
High $ 31.61 $30.25 $ 28.66 $ 35.78 $ 35.78
Low $28.54 $26.26 $26.28 $28.11 $26.26

Fiscal Year 2012
High $28.15 $27.50 $32.95 $32.89 $32.95
Low $23.79 $24.26 $26.39 $28.32 $23.79

SHARE REPURCHASES AND DIVIDENDS
Share Repurchases

On September 22, 2009, we announced that our Board of Directors approved a share
repurchase program authorizing up to $40.0 billion in share repurchases with an expiration date
of September 30, 2013. As of June 30, 2013, approximately $3.6 billion of the approved
repurchase amount remained. The repurchase program may be suspended or discontinued at any
time without prior notice.

We repurchased the following shares of common stock under the above-described

repurchase plan using cash resources:
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(In millions) Shares Amount Shares Amount | Shares Amount
Year Ended June 30 2013 2012 2011
First quarter 33 $1,000 38 $ 1,000 163 $ 4,000
Second quarter 58 $ 1,607 39 $ 1,000 188 $ 5,000
Third quarter 36 $ 1,000 31 $ 1,000 30 $ 827
Fourth quarter 31 $ 1,000 34 $ 1,000 66 $ 1,631
Total 158 $ 4,607 142 $ 4,000 447 $ 11,458
Dividends

In fiscal year 2013, our Board of Directors declared the following dividends:

Declaration Date Dividend Record Date Total Amount Payment Date
Per Share (In millions)
September 18, 2012 $0.23 November 15,2012 $ 1,933 December 13, 2012
November 28, 2012 $0.23 February 21, 2013 $ 1,925 March 14, 2013
March 11, 2013 $0.23 May 16, 2013 $ 1,921 June 13, 2013
June 12, 2013 $0.23 August 15,2013 $1,916 September 12, 2013

The dividend declared on June 12, 2013 will be paid after the filing of our Form 10-K and was
included in other current liabilities as of June 30, 2013.

In fiscal year 2013, our Board of Directors declared the following dividends:

Declaration Date Dividend Record Date Total Amount Payment Date
Per Share (In millions)
September 20, 2012 $0.20 November 17,2012 $ 1,683 December 8, 2012
December 14, 2012 $0.20 February 16, 2013 $ 1,683 March 8, 2013
March 13,2013 $0.20 May 17,2013 $ 1,678 June 14, 2013
June 13, 2013 $0.20 August 16, 2013 $1,676 September 13, 2013

The dividend declared on June 13, 2013 was included in other current liabilities as of June
30,2013.
STOCK PERFORMANCE
COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN’
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Among Microsoft Corporation, the S&P 500 Index, and the NASDAQ Computer Index as

follow:
$180T =~ Microsoft Corporation
$1604 | O~ S&P 500
—— NASDAQ Computer
$0 t : : } i
6/08 6/09 6/10 6/11 6/12 6/13
6/08 6/09 6/10 6/11 6/12 6/13
Microsoft Corporation 100.00 88.52 87.33 101.05 122.14 142.14
S&P 500 Index 100.00 73.79 84.43 110.35 116.36 140.32
NASDAQ Computer Index | 100.00 84.52 99.07 133.08 151.51 158.50

* $100 invested on 6/30/08 in stock or index, including reinvestment of dividends

Research & Development

During fiscal years 2013, 2012, and 2011, research and development expense was $10.4
billion, $9.8 billion, and $9.0 billion, respectively. These amounts represented 13% of revenue in
each of those years. We plan to continue to make significant investments in a broad range of
research and development efforts.
Product Development and Intellectual Property

We develop most of our products and services internally. Internal development allows us to
maintain competitive advantages that come from product differentiation and closer technical
control over our products and services. It also gives us the freedom to decide which
modifications and enhancements are most important and when they should be implemented. We
strive to obtain information as early as possible about changing usage patterns and hardware
advances that may affect software design. Before releasing new software platforms, we provide
application vendors with a range of resources and guidelines for development, training, and
testing. Generally, we also create product documentation internally.

We protect our intellectual property investments in a variety of ways. We work actively in
the U.S. and internationally to ensure the enforcement of copyright, trademark, trade secret, and

other protections that apply to our software and hardware products, services, business plans, and
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branding. We are a leader among technology companies in pursuing patents and currently have a
portfolio of over 35,000 U.S. and international patents issued and over 38,000 pending. While
we employ much of our internally developed intellectual property exclusively in Microsoft
products and services, we also engage in outbound and inbound licensing of specific patented
technologies that are incorporated into licensees’ or Microsoft’s products. From time to time, we
enter into broader cross-license agreements with other technology companies covering entire
groups of patents. We also purchase or license technology that we incorporate into our products
or services. At times, we make select intellectual property broadly available at no or low cost to
achieve a strategic objective, such as promoting industry standards, advancing interoperability,
or attracting and enabling our external development community.

While it may be necessary in the future to seek or renew licenses relating to various aspects
of our products and business methods, we believe, based upon past experience and industry
practice, such licenses generally could be obtained on commercially reasonable terms. We
believe our continuing research and product development are not materially dependent on any
single license or other agreement with a third party relating to the development of our products.
Investing in the Future

Microsoft’s success is based on our ability to create new and compelling products, services,
and experiences for our users, to initiate and embrace disruptive technology trends, to enter new
geographic and product markets, and to drive broad adoption of our products and services. We
invest in a range of emerging technology trends and breakthroughs that we believe offer
significant opportunities to deliver value to our customers and growth for the company. We
maintain our long-term commitment to research and development across a wide spectrum of
technologies, tools, and platforms spanning communication and collaboration, information access
and organization, entertainment, business and e-commerce, advertising, and devices.

While our main research and development facilities are located in Redmond, Washington,
we also operate research and development facilities in other parts of the U.S. and around the
world, including Canada, China, Denmark, Estonia, Germany, India, Ireland, Israel, and the
United Kingdom. This global approach helps us remain competitive in local markets and enables
us to continue to attract top talent from across the world. We generally fund research at the
corporate level to ensure that we are looking beyond immediate product considerations to
opportunities further in the future. We also fund research and development activities at the
business segment level. Much of our business segment level research and development is
coordinated with other segments and leveraged across the company.

In addition to our main research and development operations, we also operate Microsoft
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Research. Microsoft Research is one of the world’s largest computer science research organiz-
ations, and works in close collaboration with top universities around the world to advance the
state-of-the-art in computer science, providing us a unique perspective on future technology trends.

Based on our assessment of key technology trends and our broad focus on long-term
research and development, we see significant opportunities to drive future growth in smart
connected devices, cloud computing, entertainment, search, communications, and productivity
through our devices and services strategy.

Distribution, Sales & Marketing

We market and distribute our products and services primarily through the following
channels: OEMs; distributors and resellers; and online.
OEMs

We distribute software through OEMs that pre-install our software on new PCs, tablets,
servers, smartphones, and other intelligent devices that they sell to end customers. The largest
component of the OEM business is the Windows operating system pre-installed on computing
devices. OEMs also sell hardware pre-installed with other Microsoft products, including server
and embedded operating systems and applications such as our Microsoft Office suite. In addition
to these products, we also market our services, such as our Windows SkyDrive service, through
OEMs.

There are two broad categories of OEMs. The largest OEMs, many of which operate
globally, are referred to “Direct OEMs,” as our relationship with them is managed through a
direct agreement between Microsoft and the OEM. We have distribution agreements covering
one or more of our products with virtually all of the multinational OEMs, including Acer, ASUS,
Dell, Fujitsu, HTC, Hewlett-Packard, LG, Lenovo, Nokia, Samsung, Sony, Toshiba, and with
many regional and local OEMs. The second broad category of OEMs consists of lower-volume
PC manufacturers (also called “system builders”), which source their Microsoft software for
pre-installation and local redistribution primarily through the Microsoft distributor channel
rather than through a direct agreement or relationship with Microsoft.

Distributors and Resellers

Many organizations that license our products and services through enterprise agreements
transact directly with us, with sales support from solution integrators, independent software
vendors, web agencies, and developers that advise organizations on licensing our products and
services (“Enterprise Software Advisors™). Organizations also license our products and services
indirectly, primarily through large account resellers (“LARs”), distributors, value-added

resellers (“VARs”), OEMs, system builder channels, and retailers. Although each type of
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