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KEVIN TURNER:  (Applause.)  Well, good afternoon.  Let's try it again: good afternoon.  All right, that's about as good as I can expect I think from this group.  

I'm really excited to be able to talk to you today about our operating momentum and where we're going.  And I know that we have a lot that we can build on, and a lot of things that we're very excited about as we get into this next year.  I know I may need a little help with the slide deck.  There we go.  

Certainly, as Bill talked about it, let me jump off with the operating momentum conversation starting specifically just quickly on some of the results, because that's where the momentum starts; that's the great card that we measure ourselves as a company around how did we do from a results standpoint.  And, clearly, just shy of $70 billion, up 12 percent in revenue we felt very good about.  

You look at the net income numbers, $23.2 billion, up 23 percent, growing almost twice as fast as our revenue numbers.  Just incredible progress on the bottom line.  

And if you look at the EPS numbers, up 28 percent to $2.69.  It's the second straight year of margin expansion greater than 20 percent earnings-per-share growth — feeling very, very good about where we're going there.  $27 billion cash flow from operations, up $2.9 billion, and we returned to shareholders up over 10 percent this year, $16.9 billion.  Just incredible, mind-boggling numbers.  And over the last five years, we've returned over $90 billion and have bought back 1.7 billion shares, which is almost 17 percent of our outstanding share count.  

So any time you have record net income, earnings per share, and cash flow from operations, you can conclude that you've got operating momentum.  And that's what I want to talk to you about today as we set it up.  

When you look at our business, we've had some exciting changes happen in our business.  One of the things driven on strong growth, products, if you look at our Microsoft Business Division, which now is 32 percent of the company, ladies and gentlemen; Office, SharePoint, Dynamics, big, big increases in those products this past year.  Big acceptance in the marketplace.  Really shifting the mix as it relates to how we are as a company, driven by that grown.  

If you look at our Server and Tools business, and you're going to hear from Satya a little bit later, tremendous strength in what we've got going on in Server and Tools with our System Center product and SQL Server product and where we've been able to take that business.  It continues to grow as a bigger and bigger percentage of our pie.  And then, certainly, Entertainment and Devices grew this past year as well on the strength of Xbox and Kinect.  

So we've seen some shifts in our business driven by the growth in tremendous products that we've got in the marketplace.  We've also seen tremendous shifts in our business around the customer mix.  Our small and medium-sized businesses are up to 21 percent of our volume, as well as what we count in enterprise, which is now up to 37 percent.  Big, big increases in both of those customer segments.  

The OEM segment gets a little funny because there's consumer in there, we know that.  There's also business in there, but that's how we track it and report it in the way that we have.  

But, again, shifts continuing to drive.  And if you look at our revenue income stream, now of our billed business, 50 percent of it is annuity business driven on the back of those small, medium, and large enterprise businesses.  

Certainly, from a diversity standpoint, as a reminder, we operate in 191 countries around the world, and we have really, really good geographic representation and good balance between the U.S., Canada, and rest of world.  

So we're pretty excited about the diversity of the business from products, services, customer segment, and geographically in the theaters in which we operate.  

Now, in FY12, we're going to continue with a very important approach.  This year marks my sixth year at the company.  And the thing that, again, many of you have been to a lot of financial analyst meetings the past several years.  You've never had a section where we've said we're going to talk about operating momentum, until today.  And I'm excited to be able to talk about that because in the past six years, I've talked about pieces that we're putting in place.  Today, I'm going to talk to you about what we have in place, what we're building on as a company and where we're going.  

And we're all excited about innovation.  You saw it yesterday in an incredible manner across what Steven Sinofsky and his whole team produced and basically talked about yesterday.  What we do as a company, we are a software company at heart.  We believe in the magic of software.  We get excited about software.  That's what we're about.  

You're going to hear from Dr. Qi Lu and Satya and others around the magic of software and what we're doing.  But the thing that I'm excited to be able to talk to you about is this idea of operational excellence.  You don't turn those kind of numbers unless you've got great discipline and momentum in place.  And that's really the journey; when Steve asked me to come to Microsoft six years ago, it was around this idea of building a platform, a foundation that we can build great discipline and execution on.  And I'm ready to show you some of those results and some of the things that we're working on.  

The first thing I want to tee up, though, is to start with the premise that operational excellence is about execution.  And that's clearly the key focus that we've been on is, as a company, we've embraced the fact that execution is strategic.  Execution across the product group, execution across Microsoft Research, and certainly execution in the field and all of our selling engines and our channel organizations.  That's a really important premise to start.  

And when you think about where we've come from, from an execution standpoint, one of the things that we weren't very good at previously was this idea of managing cost and how good are we going to do from a cost-management perspective.  

I remember the very first analyst meeting that I attended, somebody said, "Hey, when are you guys going to quit spending like drunken sailors?"  Well, guess what?  The last six years, we haven't done that.  We've done a very, very good job with high fiscal accountability and responsibility as it relates to growing our op-ex and growing the top line.  Having that top line outgrow our op-ex the way it has is a real strength for the company and something that we're very focused on.  

Here's a chart you've never seen before, our revenue per head.  Just look at the last six years and the progress we've made from a productivity standpoint inside the company.  That is what we're talking about, ladies and gentlemen.  It's about getting more productive, it's about making sure that what we do is the best it can be, and making sure we do it in the most efficient, effective manner possible.  

Now, operating excellence this year is going to consist of three things.  Number one, we're going to leverage and accelerate our strengths.  Number two, we're going to maximize our new opportunities.  And number three, we're going to continue to grow our share.  

Now, if we jump right into that and look at accelerating our strengths, this is a chart of the things that we have in the company where we have incredible momentum.  I'm going to talk more about our desktop refresh in a minute.  I'll talk about cloud leadership.  But let me start with SharePoint and Exchange.  

SharePoint is the fastest-selling commercial business product of all time in the history of Microsoft.  Fastest to a billion dollars.  It's viral in most companies.  It's become the Facebook for the enterprise, and it's absolutely got tremendous momentum that pulls a lot of the Microsoft suite with it.  

Our Exchange business, really, really strong on the back of Exchange 2010, which was a phenomenal release that we put in market this past year.  And the ability to continue to take out millions of IBM Lotus Notes seats every single year, we're still doing that, with only 65 percent global share with our Exchange product; we see nothing but upside as it relates to where we're going there.  

Kinect and Xbox 360, tremendous progress.  If you look at where those products have come from this past year, our IEB division, up over 45 percent revenue and 114 percent in profit.  That's execution.  

When you look at where we're going on Office 2010, the fastest-selling Office product in the history of the company.  We are 5 times what we were at this same time when we launched Office 2007, 5 times.  So, continuing to have great strength with that Office product, and certainly you saw that.  

Our Windows Server and SQL Server products continue to grow share.  Leveraging something we don't talk about very often, Active Directory and System Center.  If you don't know what those are, your IT infrastructure people in your company will.  They're very, very strategic to us as an organization, and we have great momentum with those products.  

Our partner ecosystem continues to be the envy of the technology industry.  We have over 640,000 Microsoft partners, ladies and gentlemen, and we have the channel strategies that include taking them to the cloud with us and the ability to get those channel partners activated is only momentum and synergy and energy in the company, and we're very focused on being a great channel organization as well.  

I highlight Brazil and Russia for you today.  Both of those businesses are north of a billion dollars each and growing very, very rapidly.  We have great teams in place, and we're growing market share in those two markets like anything you've never seen before.  Those two markets are growing faster than the balance of our emerging markets.  Very, very heavy concentration in Brazil and Russia with great businesses that we have continuing to grow well.  

Another one that I want to talk about and give you a little bit more context is this journey that we've been on to earn the right to be the trusted advisor with our customers.  But first I want to give you a little bit more color and context on cloud leadership.  We're all in in the cloud.  Our chairman, Bill, and Paul had a philosophy and an aspiration about the company that we wanted to be that company that could put a PC on every desk and in every home.  

Well, the new aspiration that we have in the company we want to be that company that can connect every person and every business to a continuous cloud service.  That's the big goal that we have.  And where we are with our business cloud leadership is simply amazing.  We have a story with our business cloud that no one else has today.  What I'm showing you up here is not some three-year roadmap that we're going to have with our customers in three years.  

This is precisely what we have today in market.  Many of these services we've just launched.  So, when you think about our business cloud leadership, I want you to think about it in four dimensions.  The first dimension is we have a productivity pipe.  And within that productivity pipe, we're very committed to making sure that we have Office 365 everywhere we want it to be.  

We just launched that product not that long ago, and we have over five million seats already signed up, and we've deployed around 2.8 million already.  Just incredible momentum with that particular product.  

We have a database platform with SQL Azure, and where we going in that space is exciting.  We're seeing incredible growth across the database platform.  

In the business applications space with what we now have with Dynamics CRM Online, we're able to compete in that online CRM space like we never have been able to before.  We have what we need in that, and we're continuing and just starting to really grow our share in that space.  

And then the fourth space, it's about infrastructure, and there we have Windows Azure and our Windows Intune, our desktop management software that we have as a service.  Very, very excited.  

Four key services, Office 365, Azure, Dynamics CRM Online, and Windows Intune across three different clouds, the private cloud.  So, for those companies that want people to manage it themselves, we offer that.  The hybrid cloud, which is probably the most accepted form of cloud that's out there today, and the public cloud.  And the beautiful thing about the Microsoft cloud story that really resonates with customers that I want to make sure you get today is that we have a cloud that's right for every customer.  

We offer those three types of clouds across those four pillars.  Very, very strategic, and we have great momentum.  And that's translating itself into really strong customer wins.  We have many of the Fortune 500 companies that you see up here.  We're now getting into the small and medium-sized businesses, and the fly wheel on our cloud services is just starting.  And I'm very excited about where we are and where we're going.  

We also have some really good momentum in the consumer cloud services space.  When you look at where we are with Windows Live, certainly SkyDrive, over 50 million users per month accessing our storage product.  MSN getting strong growth internationally.  You look across the pending regulatory approval, the Skype acquisition and 170 million monthly subscribers in that product.  Bing, which you're going to hear more about; Xbox Live, very excited to be able to tell you that's a service, a paid service.  And today, we have over 35 million subscribers.  Just an incredible increase across those cloud services, and we're going to continue to drive that.  

And I also want to talk about the desktop refresh because we have a huge opportunity and a huge strength to be able to draw on what we can do to drive where we're going with Windows 7, Office 2010, and our IE9 refresh.  

Guess what?  We've also got something in our pocket.  We are end-of-lifing XP and Office 2003 and everything prior.  April 2014.  That's a real catalyst that's out there.  So, for all those companies that have the old products that haven't quite yet started the refresh, guess what?  This has been a great product, XP has been a wonderful product; great TCO has been given.  It's now time for it to go.  

So we're basically giving it a time-of-death stamp, if you will, in April 2014, and it's going to accelerate where we're going with the momentum in our desktop refresh and everything that we're doing that.  

We're seeing great momentum in the market.  We've got a lot of great customers that are actually taking us up on it and continuing to drive that, and I'm very excited about where that's going, but I really like where we're going with the Windows 7, Office 2010, and IE9 refresh.  As we reported yesterday, approaching 450 million of those licensed devices running Windows 7 out there in the world is just an incredible opportunity for us.  

The other thing that I want to talk about on leveraging our strengths is really in this area of becoming a strategic IT vendor, a trusted advisor.  This is a Goldman survey that was done recently with the IT departments, ranking Microsoft at the top of the strategic IT vendors that they have today.  If you looked at this survey seven years ago, we might not have -- we certainly would have been on the list, but near the bottom.  All the traction that's been made there is an incredible opportunity.  

Let me show you one more because when you look at one of the leading third-party surveys of enterprise CIOs, one of the things that we saw was we traditionally ranked about eighth as it relates to being a strategic IT vendor and supplier.  We really began to focus on this about six years ago, really putting the energy and time.  And this past year, ladies and gentlemen, we moved to the top of that survey.  So, the ability for us to get into the enterprise, work with businesses, and really make progress with businesses exists like it's never existed before.  Again, accelerating that operating momentum.  

The other thing we also track and begin to really understand in the company is the importance of customer satisfaction.  On our own data, we've really made some pretty good progress starting in '09.  If you look at where we are and where we've gone, it's been up 17 points since '09, four points this past year.  So, we're seeing it externally, we're seeing it internally, and the ability for us to continue to drive that this past year, the number-one driver of our customer satisfaction in our company per our customers was the quality of our account management.  Again, focusing in on growing a bigger and bigger portion of the enterprise is a really important initiative for us from an operating standpoint.  

Next, I want to talk about maximizing our new opportunities.  Clearly, I highlighted a lot of our cloud services, Office, Windows, Azure, Dynamics CRM, Windows Intune, all of those products are very important, they're fairly new in market, and they're new opportunities for us to get our message out.  

The other thing I want to highlight is Lync.  You're going to see a demo of Lync today.  Lync is the closest thing that we have in the business space to demoing -- when you demo Kinect in a mall, you get a crowd.  When you demo Lync in an enterprise, you get a crowd.  It's the closest thing that we have to being able to have Kinect for the enterprise is our Lync product, and I'm pretty excited about what you're going to see today.  

The partnerships on Windows Phone and Nokia — critical for us to get our units and begin to work through the number of units that we've got to get in market.  The Bing and Yahoo partnership, Qi will talk more about that.  China is a new opportunity for us because we're beginning to see some progress as it relates to intellectual property, and the ability for us to make more progress in that country exists if the government will continue the strides that they've made in recent times.  We're very, very excited about that and very excited to continue to push on that.  

Our emerging markets are doing extremely well with certainly Brazil and Russia at the top.  Our new development platform with Internet Explorer 9 and HTML5 — very excited about that opportunity and where we're going.  Building more and more in-depth consulting talent to handle mission-critical design wins is what we're all about with our consulting services.  And certainly embracing the consumerization of IT.  

Let me talk just a little bit more about the consumerization of IT because we're excited about what we offer in the market, which is quite unique, we believe.  We offer four key pillars to our strategy.  The first you heard a lot about yesterday with the re-imagining of “Windows 8” and where we're going with that particular product and Windows 7.5 or “Mango” as it's known on the phone space.  Really excited about where we're headed in both of those areas.  

But we're also excited about where we're going on the security and management standpoint.  Every CIO on the planet says, hey, how do you help me manage these devices?  We're not only going to manage our devices, we're now going to manage the other guys’ devices with the release of System Center 2012.  That's a big deal.  That's a big deal to the company.  

The third area is in the productivity space.  People want the richness and the power of Office across all form factors.  We're working on that, and the ability to continue to make progress in that area, again, is a very exciting area for us.  

And on the application development front, I think Steven said it well yesterday when he said Windows 8 lets you leverage your existing skills and code assets to create great experiences using the program language you prefer, whether it's HTML5, JavaScript, .NET, XAML, C++, or Visual Basic.  We're pretty excited, but you can't do one of those key things — you've got to do all four.  

The third and final area I'm going to talk to you about is growing our share.  Clearly, we've done a very nice job just in a little over two-and-a-half years with the Bing product.  Being able to put that product in market and continually month after month after month find a way to grow share is something that we've got a lot of excitement, energy, and passion about, and something we're very focused on.  

Also, winning in the cloud.  About three years ago, people said, hey, gosh, with Google Apps and Google Docs and Spreadsheets, what's that going to mean to you?  Well, with Office 365, ladies and gentlemen, we now have a product in market where we're going head to head and winning, and we're going back to any of those customers they may have won, and we're winning them back because we've got to rescue those customers for that decision that they made three and four years ago because they're unhappy with the features and functions of that product.  

We're continuing to grow in the virtualization space.  If you look at where we started, here we were at zero share.  Just look at where we are now.  And, again, this is IDC data, we're at 23 points.  We're growing at almost twice the rate of VMware, continuing to make progress in this space.  And we like the position that we're in, and we're going to continue to accelerate.  

We love where we're going with the new release of SQL.  The SQL Server Denali is a very exciting product at almost half the price of what IBM and Oracle is at, with a lot less feature and functionality.  The thing that I want you to know is, not only will we have the best TCO, number two, we're going to have great business intelligence that's built into this product to really get after a hot space right now with BI and analytics; that, Satya's going to tell you more about.  

And the third area is we've got mission-critical availability on this platform.  So, we're in this space with great TCO, great BI, and great mission-critical availability.  

The last area I'll talk to you on, share certainly is in the gaming platform space, and the strong share leadership that we have with Xbox 360 and what's happened with that platform.  We've really come from -- in pretty tough shape in '09 to really strong, consistent market share leadership that we're going to continue to grow and accelerate on the back of a great new console that we have, and a great product in Kinect with great games on the way.  

So as I conclude my remarks, a couple things:  One, we certainly get all motivated at Microsoft by vision and innovation.  But we've also come to realize and appreciate the power and importance of execution.  Execution across, again, the product group, research, and the field.  And the ability to bring those things together to create a productive, efficient, effective company that's innovating for the long term is certainly what we're all about.  

Operational excellence at Microsoft is really about continually delivering that business value and value for businesses, value for consumers, advertisers, and certainly shareholders.  

So that concludes my remarks, and now I'd like to bring up my partner, our Chief Financial Officer, Mr. Peter Klein.  Thank you.  (Applause.)  
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