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Abstract :

The study aims to highlight the role of intelligent automation and digital
sovereignty in enhancing the quality of financial reporting and developing
administrative control, relying on the descriptive-analytical approach in the
theoretical aspect and the case study method in the applied aspect of Microsoft
for the years 2025-2026.

The study concluded that digital sovereignty represents a legal shield to
ensure the security of financial data against cross-border legislative
interferences, while intelligent automation, through the Fabric platform and
Copilot, contributes to addressing critical auditing issues and increasing the
accuracy of financial performance, which was reflected in the company’s record
revenues of $281.7 billion. In addition, the integration of the Internal Control
Framework (COSO 2013) with "security by design" practices and the strategic
partnership with works councils helped manage market risks and tax disputes
with high effectiveness. This holistic approach, which combines unified digital
governance and leadership transparency, enhanced market value and raised the
level of reliability in financial and non-financial reports, enabling the company
to transform "responsible data use" from merely a compliance burden into a
sustainable competitive advantage.
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Introduction

Contemporary administrative practice is facing a technological revolution
driven by intelligent automation, which is no longer merely a tool for increasing
speed, but has become a means of simulating human capabilities in thinking,
learning, and decision-making. With this technological penetration, digital
sovereignty has emerged as an inevitable necessity to ensure institutional
independence in managing its knowledge space and data, and to protect them
from dependency or external intrusion, making the integration of these two
concepts the fundamental pillar of any modern control system.

In this context, administrative control stands out as one of the functions most
affected by this transformation, as the quality of financial reports and the
reliability of disclosure no longer depend on traditional procedures, but rather
have become the product of a sovereign digital system capable of generating
accurate data in a timely manner. Through analyzing the experience of
Microsoft, this study seeks to present a realistic model illustrating how
automation and sovereignty can operate together as “one machine” to enhance
control efficiency and ensure the integrity of financial outputs.

Research Problem:

How does intelligent automation, under the umbrella of digital sovereignty,
contribute to improving the quality of financial reporting and activating
administrative control?

Study Hypotheses:

¢ First Hypothesis: Advanced automation solutions such as Microsoft Fabric
and Microsoft Copilot contribute to enhancing the accuracy and reliability of the
company’s financial reporting outputs.

e Second Hypothesis: Data governance and sovereignty platforms such as
Microsoft Purview enhance management’s ability to exercise independent
administrative control in compliance with international standards.

e Third Hypothesis: The integration between intelligent automation and digital
sovereignty contributes to reducing financial and administrative deviation risks
and increasing the transparency of financial disclosure.

Study Objectives:

e To establish the modern concepts of intelligent automation and digital
sovereignty ;

e To demonstrate how automation contributes to enhancing the characteristics
of financial reporting quality ;

e To highlight the role of digital sovereignty in protecting the independence of
administrative decision-making from external interventions ;
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e To present an applied model (Microsoft) illustrating the successful integration
of these concepts in practical reality.
Significance of the Study:

The study derives its significance from applying the concepts of "automation
and digital sovereignty" to a globally leading and practical model (Microsoft),
based on the latest annual reports (2025) and technical updates for 2026. This
provides a practical insight into how this technology can be transformed into
control tools that ensure the quality of financial reporting, and serves as a
contemporary reference for institutions seeking to enhance their administrative
control in the context of advanced digital transformation.

Study Methodology:

The study adopted the descriptive-analytical approach to establish the study
concepts, along with the case study method as the primary applied methodology,
The content of Microsoft’s 2025 annual report and the data published on its
official platforms in 2026 were analyzed to extract the actual impact of
automation and digital sovereignty on the quality of reporting and administrative
control.

I. Theoretical Framework of Study Variables:

1. Definition of Intelligent Automation:

Also known as hyperautomation, it is a concept that leverages a new
generation of software-based automation. It combines methods and technologies
to execute business processes automatically on behalf of knowledge workers.
This automation is realized by simulating the capabilities that knowledge
workers use in performing their work activities (such as language, vision,
execution, thinking, and learning). The purpose of using intelligent automation
is to achieve business outcomes through a redesigned automation process, with
minimal or no human intervention. As a result, intelligent automation increases
process speed, reduces costs, enhances compliance and quality, improves
process flexibility, and improves decision outcomes. Ultimately, it enhances
customer and employee satisfaction and increases revenue. (BORNET, IAN, &
JOCHEN, 2020, p. 38)

It is also defined as: "the implementation of an integrated system of next-
generation technologies, including artificial intelligence, robotics, and the
Internet of Things, to autonomously execute service tasks in operational
environments without human intervention." By breaking down the components
of intelligent automation into distinct technological streams, six specializations
are identified: (Tuomi & Ascengdo, 2021)

e Natural Language Processing (to enable the system to communicate);
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e Knowledge Representation (to enable the system to store information);

e Automated Reasoning (to enable the system to use stored information to
draw inferences);

e Machine Learning (a technique for extrapolating behavior patterns from
data);

e Computer Vision (necessary for the system to perceive its environments);

¢ Robotics (to enable the system to take actions, based on its inferences, in the
real world, such as navigation or object manipulation).

Intelligent automation, as the integration of artificial intelligence into RPA, is
considered to transform industries by enhancing efficiency, accuracy, and
decision-making capabilities. The integration of Al and automation extends
beyond the mere execution of simple tasks to enable a more advanced and
adaptive workflow. (Tupsakhare, 2025, p. 3)

2. Definition of Digital Sovereignty:

It lies between two main concepts: sovereignty, which falls within the concerns
of political and legal sciences, and digitalization, which is among the interests of
modern technological sciences. Therefore, we will begin by providing a brief
definition for each of the two terms separately (sovereignty and digitalization):
(khaladia & faraoun, 2025, p. 463)

e Sovereignty: The term is derived from the verb to rule (saad, sayyad,
sovereignty) and refers to dominance, supremacy, authority, and freedom of
action. It is one of the essential characteristics associated with the modern state
as a political organization and legal entity, characterized by being absolute,
comprehensive, and non-transferable or indivisible.

o Digitalization: This term is derived from the word “number” and refers to the
method of converting data and information into numerical form—typically zero
for negative and one for positive—and storing it in a computer memory, which
facilitates its transfer via the internet.

Digital sovereignty: It refers to ‘“the ability of the state to control the
technology underlying economic and societal activities, and to exercise its
sovereign decisions within cyberspace without being subject to any external
dependency. It also manifests in the state’s capacity to manage its knowledge
space and control communication networks and data circulated over the
internet.” (Mekhalfia & Laissaoui, 2025, p. 396)

The meaning of digital sovereignty varies depending on the context, but the
core idea remains constant: the ability of a state, company, or individual to make
independent and enforceable choices regarding the digital systems they rely on.
In other words, the ability to control your digital destiny, your infrastructure,
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software, standards, and data, including how it is managed and under which
jurisdiction it operates. More precisely: (IE University, 2026)

e For states, digital sovereignty means the ability to manage the rules,
standards, infrastructure, and data flows that support the digital economy within
their territories according to their own terms.

e For individuals, it can mean having real authority over personal data,
identity, and digital services that constitute everyday life.

e For companies, it means controlling key dependencies: hardware, software,
cloud services, data storage locations, access rights, and contractual exposure to
external service providers. When a company seeks to achieve digital
sovereignty, the benefits tend to be practical and measurable:

o Reduced dependence and increased adaptability: Minimizing reliance on a
single provider or a limited set of technologies reduces the risks of supplier
lock-in, supply chain disruption, and sudden operational constraints. It also
enhances business continuity by limiting single points of failure.

o Improved compliance, control, and trust: When it is possible to determine
where data is stored, how it is processed, and who can access it, compliance
becomes easier to manage. This clarity also enhances stakeholder trust,
especially in regulated environments.

o Competitive advantage and innovation space: Digital sovereignty can
support smoother digital transformation. It enhances negotiating power with
suppliers, makes transition processes more realistic, and creates space for
innovation without being constrained by opaque dependencies.

o Cultural and social considerations: For public sector actors, digital
sovereignty can support local languages, values, and public interest priorities in
the digital environment, especially when large platforms shape access to
information and market behavior.

o Security and strategic benefit: With increasing cyber threats and geopolitical
pressures, digital sovereignty enhances the ability to protect critical
infrastructure, reduce legal risks, and establish enforceable governance controls.

Based on this comprehensive framework, "data sovereignty" emerges as a vital
component of digital sovereignty, shifting the focus from owning the technical
system to having absolute control over the information circulating within
systems.

Data sovereignty refers to: "a variety of subjects that go beyond governmental
authority to include the sovereignty of organizations and individuals over their
own data. There is an urgent need to verify what this sovereignty entails, as
there is variation in understanding the term depending on the intended
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objectives, whether political or administrative, related to protecting information
from external interference. Achieving data sovereignty requires selecting
authentication and auditing mechanisms that ensure control over data is
unquestionable, so that the company alone has the right to control access to
information. The values (control and power) associated with data sovereignty
are presented here as a strategic objective, achieved through digital control
mechanisms to ensure the integrity of reports from any manipulation or
deviation. By integrating automation with sovereignty, organizations can
uncover aspects of data governance that might otherwise be unnoticed,
enhancing the reliability of financial reporting and supporting decision-making
based on trusted sovereign data." (Hummel, Braun, Tretter, & Dabrock, 2021,
pp. 2-3)

Although the terms digital sovereignty and data sovereignty are often used
interchangeably, they address different but interrelated issues: (Werner, 2025)

e Data sovereignty primarily concerns determining which entity has legal
authority over the data, based on where it is stored or the owner of the
infrastructure. For example, storing customer data in a French data center while
using a cloud service provider based in the United States may still be subject to
U.S. law.

e In contrast, digital sovereignty goes beyond mere data, encompassing
control over digital infrastructure, cloud computing platforms, software systems,
standards, and even governance protocols.

Simply put, data sovereignty can be considered a part of digital sovereignty.
While ensuring data protection under local laws is critical, true digital
sovereignty requires choosing how systems are built, deployed, and secured
without any unjustified external influence.

3. Definition of Financial Reporting Quality:

Financial reports are defined as: the financial result of an organization

that is released to the public. Financial reporting usually includes the
following elements: Financial statements, which include statement of
financial performance (income statement), statement of financial position
(balance sheet), statement of changes in equity and cash flow statement;
financial statement disclosures, which provides additional information on
certain topics, defined by the relevant accounting framework; annual
reports issued to shareholders; prospectuses issued to potential investors
regarding potential risks involved when investing in different securities by
the organization. The main purpose of financial reporting is to provide
high quality information to stakeholders, mainly of a financial nature,
useful for economic decision making, The qualitative financial information is
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crucial for right decisions in capital markets. (Gjoni-Karameta, Fejzaj,
Mlouk, & Sila, 2021, p. 36)

As for financial reporting quality: it ensures and obliges the company to
provide accurate and reliable information, thereby reducing ambiguity and
conflicts in the information presented to shareholders, stakeholders, and other
market participants interested in the report. Therefore, the integrity and
reliability of the data produced by organizational information systems are
crucial, not only for producing trustworthy financial reports but also for overall
business success. (Al-Dmour, Abbod, & Al Qadi, 2018, p. 3)

According to the IASB, the quality of information contained in a company’s
financial report can help users assess the usefulness of the financial report.
Therefore, financial reporting must be accurate, comparable, verifiable, timely,
and understandable. Reports should be transparent and free from errors, and it is
important for the financial report to be timely and predictable as an indicator of
producing a high-quality financial report. (Asyik, Agustia, & Muchlis, 2023, p.
389)

Characteristics of Financial Reporting Quality:

Financial reporting quality can be measured based on two fundamental
qualitative characteristics that represent financial reporting quality: relevance
and faithful representation, which are designed to meet the information
requirements necessary for decision-making by various users. However, other
characteristics such as comparability, understandability, verifiability, and
timeliness are used to enhance the core characteristics needed to prepare high-
quality financial statements: (Anto & Yusran, 2023, pp. 8-9)

e Financial statements are relevant if the information they contain influences
users’ decisions by helping them assess past or current events, predict the future,
and confirm or correct the results of their previous evaluations ;

e They are reliable if the information contained in the financial statements is
free from misleading interpretation and material errors, faithfully represents all
facts, and can be verified ;

e They are comparable if the information in the financial statements is more
useful when it can be compared with the financial statements of the previous
period or with the financial statements of other reporting entities in general ;

e They are understandable if the information presented in the financial
statements is comprehensible to users and expressed in forms and terms suitable
for their level of understanding ;

¢ Verifiability adds credibility to financial information by providing assurance
that the information faithfully represents what it claims to represent ;
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e Timeliness means that the information is available to investors, lenders, and
other creditors at a time when they can use it in their decision-making processes.
(McConnell, 2011, p. 2)

4. Definition of Administrative Control:

Administrative control is defined as: "The continuous follow-up of work to
identify the extent of its capacity to rectify errors resulting from operations.
Usually, this monitoring is carried out by units within the internal structure of
ex-ante control in management. Control is an inseparable part of management,
planning, and direction, as it is one of their core functions." (Nattah & Bouziane,
2021, p. 346)

It is also defined as: "That control which the administration exercises over its
own actions to verify their legality—i.e., the extent of their compliance with the
law. Sometimes, the objective of the administration's control over its actions is
not only to verify their legality but also to verify their suitability for the public
interest. This is a form of internal self-control, where the administration
monitors itself. The result of this control is either confirming the safety and
correctness of the work, withdrawing it, canceling it, or amending it due to its
illegality or unsuitability." (Moayed Jassim, 2022, p. 416)

Objectives of Administrative Control:

e Administrative control seeks to translate a set of objectives into practical
reality. Among its most prominent objectives are the following: (Al-Shezawi,
2024, p. 21)

e Ensuring the quality of work and its alignment with the intended objectives in
the required manner;

e Motivating employees to exert greater effort in order to achieve optimal
performance levels and comply with the company’s established laws and
regulations;

e Ensuring the legality of administrative activities and verifying top
management’s adherence to rules and instructions;

e Serving as an essential mechanism for identifying key obstacles and
deficiencies that negatively impact performance levels and the achievement of
organizational objectives;

e Upholding the principles of equality, justice, and mutual respect within the
company;

e Supporting the rationalization of administrative decision-making, particularly
decisions related to the company’s general policy.
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II. Literature Review:

v’ Studies addressing the impact of Intelligent Automation (IA) on the
quality of financial reports
* The Study of (Tupsakhare, 2025) titled: Intelligent Automation :
Integrating AI and RPA for Smarter Processes.
This study examined the impact of integrating intelligent automation in modern
business environments, where organizations face significant challenges in
enhancing operational efficiency, reducing costs, and improving decision-
making. Intelligent automation refers to the combination of Robotic Process
Automation (RPA) and Artificial Intelligence (AI), where RPA streamlines
repetitive, rule-based tasks, and Al adds analytical capabilities that enable
machines to learn and make predictive decisions, providing organizations with
operational flexibility and better decision-making.
Although each technology is powerful on its own, their combination offers
unprecedented opportunities. RPA helps reduce errors and improve efficiency,
while Al adds the ability to process data and make data-driven decisions. This
integration creates a comprehensive system that enhances operations and
enables smarter, more flexible business solutions.
The study also highlighted applications of this integration across various sectors,
including finance, customer service, healthcare, and supply chain management,
while addressing challenges related to legacy systems, data security, and change
management. Recommendations were provided to ensure successful
implementation, showing that leveraging intelligent automation allows
organizations to achieve higher efficiency, scalability, and competitive
advantages in the digital era.
= The Study of (LIU, 2025) titled: Evaluation and Enhancement of
Financial Accounting Rpa Based on Arti cial Intelligence: A Text Mining
and McDm Study

This study examined the integration of automation and intelligence in financial
accounting, which has grown in importance and scope. While automation
focuses on enhancing the efficiency of accounting data processing, intelligence
emphasizes improving the accuracy and effectiveness of data handling.
It proposed a two-stage evaluation process to systematically analyze the impact
and development of robotic process automation (RPA) in financial accounting.
The study began with text mining to extract key insights from literature and
practical data, followed by multi-criteria decision-making (MCDM) methods to
assess and prioritize influential factors.
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The final evaluation framework includes five main dimensions and twelve
interrelated criteria critical for decision-making. Results indicate that RPA
significantly improves operational efficiency and resource allocation. Moreover,
advancing intelligent accounting, auditing, and taxation can help the financial
accounting profession align with strategic objectives in decision-making,
technology development, and practical application.

* The Study of (Juma Abkar, 2025) titled: The Impact of Artificial
Intelligence Technologies on the Quality of Financial Reports (Field study
on a sample of private sector companies)

This research investigates how artificial intelligence (Al) technologies affect
the quality of financial reporting in the private sector. It focuses on whether
implementing Al can effectively improve reporting quality while addressing
concerns related to ethics, data privacy, and transparency. The study aims to
explore the connection between Al integration and financial reporting
performance. Using a descriptive-analytical methodology, information was
gathered from 100 finance professionals, and statistical techniques such as
correlation, regression, and Chi-square tests were employed. The analysis
concentrated on three main areas: the extent of Al adoption, reporting accuracy
and efficiency, and ethical issues. Findings indicate a strong positive link
between Al use and enhanced reporting quality, particularly in terms of data
accuracy, error reduction, and processing speed. Nonetheless, challenges
concerning transparency and ethics remain. The study recommends adopting
structured Al implementation plans, continuous employee training, and ethical
governance policies, while supporting hybrid approaches that combine
automation with human oversight.

v’ Studies addressing digital sovereignty and data sovereignty, and their
relationship with control or financial information security

= The Study of (Patil, Mishra, Chockalingam, Misra, & Kvalvik, 2025)
titled: Securing financial systems through data sovereignty: a systematic
review of approaches and regulations.

This study examined strategies for securing financial systems amid the growing
complexity of global finance and digital transformation driven by Al and
decentralized technologies. It focused on vulnerabilities related to data security,
privacy, and regulatory compliance in the financial sector. A systematic review
of 741 studies from IEEE Xplore, ACM, ScienceDirect, Springer, and Web of
Science (2014-2024) was conducted, with 52 studies selected using the
PRISMA method. The analysis highlighted variations in Al regulation and data
sovereignty practices across countries, with the European Union leading in legal
and regulatory measures. Of 13 examined methods, only five directly addressed

356



The Role of Intelligent Automation and Digital Sovereignty in Enhancing the Quality of
Financial Reporting and Administrative Control: A Case Study of Microsoft

security concerns, emphasizing the challenges of safeguarding financial systems
in a digital economy. The findings indicate that Al and machine learning can
enhance financial security, but their effectiveness depends on harmonized
regulatory frameworks that balance innovation, trust, privacy, and autonomy.
Future research should focus on global regulatory alignment and ethical
considerations to ensure secure, compliant, and resilient financial systems.

* The Study of (Castellano, Selga, & Arner, 2023) titled: The Emergence
of Financial Data Governance and the Challenge of Financial Data
Sovereignty.

This study examined the challenges associated with the digitalization of
financial data and the concept of financial data sovereignty. It aimed to analyze
the intersections of data, finance, and regulation, focusing on emerging financial
data governance approaches and their impact on policy. The study explored the
evolution of Open Banking strategies and their implications for personal
financial data, providing four national examples of financial and data
governance in the United States, the European Union, China, and India. It
highlighted the growing challenge of policy fragmentation and the trend toward
data localization, while noting that transnational regulatory frameworks offer
opportunities to develop technological solutions supporting both financial
oversight and data governance objectives. The study concluded that integrating
intelligent automation within robust digital sovereignty frameworks can
effectively enhance data protection and strengthen financial control.

v' A study addressing the role of digital transformation in improving
administrative control.

* The study of (Adel Ramadan El-Zayadi & Shehata, 2025) titled: The
Impact of Digital Governance on Administrative Control Strategy with
Smart Empowerment as a Mediator — A Field Study.

This study examined the impact of digital governance on smart empowerment
and administrative control strategy. Digital governance was measured through
its dimensions of transparency, inclusiveness, accountability, and
privacy/security, while smart empowerment included meaningfulness of work,
competence, self-determination, and impact. The research was conducted among
employees at the tax centers of the Egyptian Tax Authority in Cairo, using a
structured survey to collect data. A total of 280 valid responses were obtained
and analyzed using SPSS 26 and AMOS 23.

The findings revealed a statistically significant effect of digital governance on
both smart empowerment and administrative control strategy. Smart
empowerment was found to positively influence administrative control strategy,
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and it also served as a mediating variable, strengthening the relationship
between digital governance and administrative control strategy. These results
indicate that enhancing digital governance and fostering smart empowerment
can improve the effectiveness of administrative control within tax centers.

A review of previous literature reveals that prior studies have focused
briefly on automation as a high-speed efficiency-enhancing technology, digital
sovereignty as a legal and security framework, financial reporting quality as an
independent accounting requirement, and the role of digital transformation in
supporting administrative control. However, this study distinguishes itself by
presenting an integrative vision that elucidates the 'functional linkage' between
these elements. It illustrates how intelligent automation generates data with
speed and precision, while digital sovereignty ensures its independence and
protection. This synergy ultimately culminates in high-quality financial reports
that serve the objectives of administrative control, rendering it more effective
and proactive—a combined systemic approach that has been overlooked by
previous research.

III. Microsoft Corporation Case Study

1. Definition of Microsoft Corporation: Founded on April 4, 1975, and
headquartered globally in Redmond, Washington, Microsoft is a leading global
technology company. It embraces a strategic mission aimed at "empowering
every person and every organization on the planet to achieve more" through the
innovation of platforms and tools powered by responsible artificial intelligence.
The company possesses a massive operational infrastructure, including major
operations centers in Redmond, Dublin, and Singapore. It manages an extensive
investment and technical portfolio comprising subsidiaries in most countries
worldwide. By 2025, Microsoft evolved into a global workforce of 228,000
employees, leading the technology sector through strategic partnerships with
OpenAl and the development of revolutionary technologies, such as the
(Majorana 1) quantum computing chip. This positioning makes Microsoft a
cornerstone of the global digital governance and financial reliability ecosystem.
(Facts About Microsoft, 2025)
2. The Impact of Digital Sovereignty on Enhancing Governance and
Regulatory Compliance

Microsoft adopts the concept of digital sovereignty as a strategic framework to
ensure data security and governance within national borders. This role is
embodied in the following points:
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= Sovereign Cloud and Compliance with National Regulations: Data
sovereignty is critical for governments and regulated sectors that must comply
with national regulations to ensure data security and privacy . (Microsoft, 2025,
p. 03) The Sovereign Cloud has provided a compelling solution to this challenge
by maintaining data residency and compliance within specific national
boundaries, thereby ensuring that data remains subject to the laws and
governance of the country in which it is collected and protected against
extraterritorial jurisdiction such as the (Cloud Act). This technical framework
ensures that sensitive financial information remains safeguarded from any
unauthorized external interference, thereby enhancing the reliability of
regulatory compliance reports. (Microsoft, 2025, p. 08)

* Security and Quality as Pillars of Administrative Control: The company
places the highest priority on security and provides its customers with integrated
products powered by artificial intelligence that address security, compliance,
identity, management, and privacy. Through its cybersecurity initiative,
Microsoft has allocated the equivalent of 34,000 full-time engineers to
strengthen identity protection and secure systems, and has integrated security-
by-design practices into everything it builds to ensure the delivery of high-
quality and sustainable experiences on a global scale, This massive engineering
commitment acts as a first line of defense that ensures the integrity of
accounting and administrative data against any breach or manipulation. (Annual
Report 2025, 2025)

= Redefining Governance through Microsoft Purview: Microsoft is
redefining its internal approach to data governance through the Microsoft
Purview platform, considering data as the primary driver of all operations. As
data spreads across teams, systems, and borders, Purview provides a unified
framework that establishes clear visibility regarding data ownership and
accessibility. This approach aims to transform fragmented and unreliable data
into a strategic asset that supports faster decision-making, while ensuring that
data governance is a shared responsibility across all departments and functions
rather than the duty of a single team. (Powering data governance at Microsoft
with Purview Unified Catalog, 2026)

3. Intelligent Automation and Its Impact on the Accuracy of Financial
Processing and Decision-Making

Microsoft leverages advanced automation tools to enhance the efficiency of big
data processing and transform it into accurate financial reports. The most
prominent aspects of this impact are reflected in the following elements:
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= Microsoft Fabric Platform and Unified Data Architecture: In the field of
data and analytics, Microsoft Fabric has become the unified platform for the Al
era and is the company’s fastest-growing analytics product, with 25,000
subscribed customers. Through OneLake, the platform spans all databases and
cloud environments, making it an optimal foundation for building enterprise Al
applications and enhancing the accuracy of financial reporting. Consolidating
data sources into a single "data lake" reduces the likelihood of discrepancies in
financial figures across branches and different departments .(Annual Report
2025, 2025)

* Unified Purview Catalog and Large-Scale Data Management: Microsoft
Purview addresses the problem of duplicated data copies through its Al-powered
Unified Catalog, which automatically discovers, classifies, and organizes
information. This system ensures that financial officers and marketers operate
based on up-to-date and unified data, reducing compliance risks associated with
unauthorized or inaccurate information. It also transforms data governance from
merely a record of issues into a strategic tool for increasing value and
productivity. (Powering data governance at Microsoft with Purview Unified
Catalog, 2026)

= Agent Mode and Predictive Analytics: The company announced the Agent
Mode feature, which enables Microsoft Copilot to orchestrate multi-step tasks in
order to produce high-quality documents and spreadsheets. Artificial
intelligence can be directed to conduct a comprehensive analysis of sales data
sets and extract key insights that support informed financial and planning
decisions, thereby reducing human effort and enhancing control efficiency. This
predictive analysis allows administrative controllers to anticipate changes in
cash flows and address deviations before they occur. (Annual Report 2025,
2025)

4. The Impact of Digital Transformation on the Reliability of Financial
Disclosure and Transparency

The financial performance of Microsoft in 2025 reflects the success of digital
transformation in enhancing transparency levels for investors and regulatory
authorities, as clearly illustrated in the following points:

* Transparency in Forward-Looking Data and Financial Audit: The
company’s report includes estimates and projections related to expected
operating results, considered (forward-looking data), subject to strict oversight
and high transparency in accordance with the Securities Acts of 1933 and 1934.
These data are based on current expectations and assumptions, which the
company details in (the Risk Factors) sections to ensure accurate and reliable
financial disclosure. (Annual Report 2025, 2025)
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= Measuring Financial Performance Efficiency (2025): The company
achieved record results with revenues of $281.7 billion, operating income
growing by 17%, and performance indicators showing that Microsoft’s total
five-year cumulative return outperformed the S&P 500. A hypothetical $100
investment in 2020 would have grown to $255.13 by June 2025, reflecting the
successful integration of automation in enhancing market value. (Annual Report
2025, 2025)
= Tangible Impact of Governance at the Company Level: Since adopting the
Purview Unified Catalog, the company achieved tangible results, including the
consolidation of five data catalogs into one unified catalog, the addition of 250
data sources (approximately 10 million assets) within just six months, and the
creation of more than 50 governance domains supported by training materials,
enabling teams to meet privacy obligations and access reliable information
quickly. (Powering data governance at Microsoft with Purview Unified Catalog,
2026)
5. The Role of Automation Tools in Enhancing Operational Control and
Human Resource Management

Automation at Microsoft goes beyond the technical aspect to improve
oversight of field operations and efficient management of human capital. These
roles are reflected in the following points:
= Supply Chain and Regional Operations Efficiency: The company operates
regional operations service centers and global data centers, continuously
aligning server capacity to meet the growing demand for Al services. Measures
have been implemented to enhance supply chain efficiency and resilience,
including the ability to geographically relocate production and ensure the
availability of critical components such as graphics processing units (GPUs) .
(Annual Report 2025, 2025)
= Physical Asset Efficiency and Express Install Solutions: Microsoft
successfully transformed small meeting rooms from "underutilized assets" into
smart collaboration centers through (the Express Install) solution. This
innovation, which reduces costs and time by 40%, allows any small space to be
converted into an advanced meeting room in less than an hour without complex
construction. Through the Teams Pro Management Portal, proactive monitoring
of device status is conducted, improving productivity and ensuring business
continuity, representing a model for increasing capital expenditure (CAPEX)
efficiency in office infrastructure. (Microsoft, 2026)
* Workforce Management and Digital Culture: As of June 30, 2025, the
company employed approximately 228,000 staff members. Microsoft designs its
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programs to attract top talent, while promoting continuous development and
embedding a culture that prioritizes customer security. This responsibility is
shared across all teams and functions to ensure the integrity of administrative
control processes. (Annual Report 2025, 2025)

= Modern Leadership and Communication through Microsoft Viva
Engage: Microsoft emphasizes that modern leadership centers on kindness,
empathy, and authenticity. Through the experience of Ravi Vedula, Vice
President of IDEAS, the company has demonstrated that using the Viva Engage
platform allows leaders to communicate with thousands of employees daily
across continents and time zones. This type of engagement transforms
leadership presence from a formal event into a daily rhythm, where each
interaction acts as a cultural spark reinforcing trust and transparency. This
approach helps ensure employees feel seen and heard, reducing isolation in
hybrid work environments and enhancing the effectiveness of informal
administrative control. (Leadership at scale: The organic rise of a Viva Engage
superstar at Microsoft, 2026)

= Regulatory Partnership with Works Councils: Microsoft adopts an (Al-
first) mindset in collaboration with works councils, particularly in Europe, to
ensure that new tools such as Copilot comply with occupational health and
safety standards. The company has developed a Unified Works Council
Platform to streamline communication and transparency, building the trust
necessary for rapid approvals of employee self-service agents and mitigating
concerns or unfair performance evaluations through AIl. This collaborative
approach ensures that digital transformation is conducted in a fair and
transparent manner. (Microsoft, 2026)

6. Sustainability and Responsibility as a Standard for Non-Financial
Reporting Quality

Microsoft adopts an integrated approach linking technological innovation with
environmental responsibility to ensure the highest standards of transparency in
its non-financial reports. These efforts are reflected in the following:
Environmental Commitment and Sustainability (ESG): Microsoft is
committed to sustainability with the goal of becoming a carbon negative
company by 2030, Annual environmental sustainability reports are an integral
part of the company’s transparency and control system, reflecting tangible
progress in addressing climate change and achieving a balance between

technological innovation and environmental responsibility. (Annual Report
2025, 2025)
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7. Detailed Financial and Regulatory Analysis (A Review of 2025 Outputs)
The financial and accounting analysis for 2025 represents the ultimate outcome
of the effectiveness of Microsoft’s control and technological systems. This
analysis can be presented through the following points:

* Income Statement and Financial Position (in Million USD) and
Regulatory Analysis: (Annual Report 2025, 2025)

e Total Revenue (281,724 USD): This value reflects the success of the Al-first
strategy and the expansion of market share in the cloud sector. From a
regulatory perspective, automation tools contribute to controlling complex
revenue recognition processes, ensuring the accuracy of recording large software
contracts.

e Net Income (101,832 USD): Highlights high operational efficiency, with
revenues converted to net profits at approximately 36%. Platforms such as
Microsoft Purview play a subtle role in this growth by reducing compliance
costs and managing big data risks.

e Total Assets (619,003 USD): Represents the company’s massive capital base,
which is carefully managed and monitored to ensure continuity of innovation.

o Property and Equipment — Net (204,966 USD): Reflects significant
investments in data centers, highlighting the importance of Express Install
solutions that increase the efficiency of utilizing these assets and administrative
spaces, guiding capital expenditure by 40%.

e Total Shareholders’ Equity (343,479 USD): Confirms strong financial
solvency and the company’s ability to self-fund intelligent expansions,
supported by operating cash flows of 136.2 billion USD, reducing reliance on
external financing.

* Auditor’s Report and Internal Control System: Deloitte & Touche issued
an unqualified opinion confirming the integrity of financial data and the
effectiveness of internal control under the COSO 2013 framework: (Annual
Report 2025, 2025)

e Critical Audit Matters (CAMs): Revenue recognition and tax disputes (IRS)
were identified as critical matters. Here, the value of intelligent automation and
the Fabric platform is evident in providing clear audit trails, allowing auditors to
examine management estimates accurately and reduce uncertainty gaps in tax
claims.

e Governance Linkage: The transparency built through Viva Engage and the
partnership with Works Councils contributes to the stability of the internal
control environment, facilitating external auditors’ assessment of the compliance
culture within the organization.
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8. Market Risk Management (Sensitivity Analysis)
Microsoft’s financial disclosures demonstrate a remarkable ability to monitor
and quantitatively measure market risks, reflecting the maturity of automation-
supported financial control systems. The company uses sensitivity analysis to
estimate the financial impact of global economic fluctuations as follows:
(Annual Report 2025, 2025)
» Foreign Currency Risk: The company disclosed that a hypothetical 10%
decrease in foreign exchange rates against the US dollar could result in a
financial impact on consolidated profits of 11,596 million USD.
* Interest Rate Risk: Quantitative measurements showed that a 100 basis point
increase in interest rates would change the fair value of the company’s
investments by 1,415 million USD.
= Regulatory Analysis: This high precision in determining amounts (in million
USD) is not merely traditional calculations but a direct outcome of integrating
intelligent automation into financial control systems. Measurement quality
contributes to improving the reliability of financial reporting through:
* Reducing the Estimation Gap: Replacing general forecasts with precise
figures that enhance disclosure transparency for investors.
= Enhancing Proactive Hedging: Enabling management to make financial
hedging decisions based on reliable predictive models, thereby protecting the
company’s financial position.
9. Analytical and Conclusive Linking

This section represents the analytical bridge between technological tools and
the achieved financial and control outcomes, by demonstrating how digital
innovation transforms into a sovereign driver that ensures disclosure quality,
guides spending, and enhances the credibility of financial reports before
international authorities. This is illustrated through the following axes:
= Linking Capital Expenditure and Digital Sovereignty (Maximizing
Strategic Asset Value): The leap in property and equipment assets to 205
billion USD is the financial translation of digital sovereignty policy. Investing in
local data centers ensures data residency within borders, transforming it into a
protected sovereign infrastructure, and converting regulatory compliance from a
mere legal burden into a competitive advantage for data security and financial
quality.
= Cost Rationalization via Modular Engineering (Improving Operational
Control Efficiency): The Express Install solution represents a practical
application of administrative cost rationalization. Saving 40% of the cost to
equip a smart meeting room enables the upgrade of hundreds of additional
rooms within the same budget. This type of efficiency is directly reflected in

364



The Role of Intelligent Automation and Digital Sovereignty in Enhancing the Quality of
Financial Reporting and Administrative Control: A Case Study of Microsoft

financial reports as improved resource management and reduced operational
waste, enhancing the declared financial performance quality.

= Automation as a Governance Tool — Critical Audit Matters (Enhancing
Financial Report Reliability): The 2025 external auditor report (Deloitte &
Touche) highlighted revenue recognition challenges. Here, the connection with
Microsoft Fabric and Agent Mode is evident, as these tools provide precise
automated tracking of every performance obligation in contracts, reducing the
scope of human estimation that concerns auditors and raising the quality and
credibility of the final financial report.

= Digital Sovereignty as a Shield Against Tax Risks (Enhancing
International Compliance): The 28.9 billion USD dispute with the IRS reflects
the importance of data governance. The shift toward digital sovereignty and
automation in 2025 aims to provide unambiguous digital documentation for
transfer pricing operations, granting the company stronger regulatory immunity
and absolute financial transparency to international authorities, thus reinforcing
corporate credibility before regulators.

= Digital Authenticity as a Tool to Enhance Administrative Compliance:
The use of Viva Engage is not merely a communication tool but a soft
governance instrument. When leaders communicate with authenticity and
transparency, employees’ self-compliance with financial and control policies
rises. This dialogue reduces the risk of administrative execution gaps and
ensures that field operations align with reports issued by senior management.
VI. Conclusion:

The 2025 Microsoft case study demonstrated that the integration of intelligent
automation and digital sovereignty constitutes the fundamental pillar of modern
control reliability. Technological innovation is no longer an end in itself but a
strategic means to ensure the quality of financial disclosure and the
sustainability of administrative control in a complex digital environment. The
company successfully transformed technical and regulatory challenges into
competitive advantages by engineering processes that guarantee data accuracy
and decision sovereignty, which positively reflected on its financial reports and
credibility before international authorities and regulatory bodies.

Study Findings: The study reached the following findings:

e Intelligent automation enhanced the quality of financial reporting through
precise automated tracking of performance obligations ;

e Digital sovereignty strengthened the credibility of administrative control by
localizing and legally protecting data ;
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e Automation contributed to maximizing the strategic value of assets and
rationalizing capital expenditure with tangible savings of up to 40% ;

e Digital control systems reduced the scope of human estimation, supporting
the external auditor’s opinion ;

e Digital communication tools (soft governance) helped minimize
administrative execution gaps between leadership and employees ;

e The 2025 financial analysis showed a direct correlation between the
integration of technology and higher levels of transparency and reliability.
Recommendations: The study proposes the following recommendations:

e Adopt automation as a core tool to enhance financial disclosure quality and
meet international auditing requirements ;

e Strengthen digital sovereignty as part of the control strategy to ensure
compliance with national regulations ;

e Integrate artificial intelligence technologies into control systems to reduce
reliance on personal judgment ;

e Invest in sovereign infrastructure to mitigate financial risks associated with
legal disputes ;

e Develop interactive control models that ensure alignment between operational
performance and reported financial results ;

e Incorporate ESG (Environmental, Social, and Governance) reporting as a
fundamental criterion for evaluating the overall reliability of digital enterprises.
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