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On the road
to 2030:

Microsoft - enabling
environmental
sustainability

In China and globally, expectations for
environmental, social, and governance
(ESG) practices and their impact on
enterprises and society are constantly
evolving.

As a result, businesses are increasingly
putting ESG issues at the forefront of
their business strategy, governance,
and compliance frameworks.

Microsoft remains committed to
working with its partners and suppliers
globally, including those in China, to
track ESG regulatory developments and
take active steps to progress and share
learnings on the journey to meet
Microsoft's 2030 sustainability
commitments. As part of its efforts to
be a responsible global organization,
Microsoft strives to help customers
achieve their environmental
sustainability strategies.
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Evolution of China’s environmental
sustainability framework

Microsoft recognizes the importance of monitoring policy and
regulatory updates relating to the global environmental
sustainability framework, including in China. For Microsoft,
understanding the rules applicable to its operations and the
suppliers and customers in its value chain is key to achieving its
own commitments and helping customers pursue their ESG
goals. The EU has been particularly active in developing
regulation with extensive sustainability disclosure requirements
and new requirements for companies to consider and report on
environmental and social risks beyond traditional boundaries. In
particular, the EU’s Corporate Sustainability Reporting Directive
(or CSRD) will require certain companies operating within, or
otherwise generating certain levels of revenues within, the EU to
report on a wide range of ESG factors across their value chain
and beyond traditional boundaries. To be able to report on this
basis will require changes to the way both Microsoft and its
customers currently operate and transact and how we interact
with business partners.

Against this global landscape, green development has been one
of the Chinese government'’s top priorities since the publication
of its 13th Five-Year Plan in 2016!".. Echoing policy
developments seen in the 18th National Congress'?! and again in
the 2021 iteration of the 14th Five-Year Planl2, China has been
seeking to implement a comprehensive legal framework to
address live ESG issues that are increasingly considered
important by civil society in China and globally. This legal system
covers environmental protection, national resource protection,
climate change and energy utilization, enhanced by the “Green
Principle” adopted in the new Chinese Civil Code.l!

Government departments including the Ministry of Ecology and
Environment (MEE)?!, the China Securities Regulatory
Commission (CSRC)™, the People’s Bank of China (PBoC)!” and
the National Development and Reform Commission (NDRC)!
have formulated a series of environmental policies and
measures. These share a variety of goals, such as establishing an
environmental information disclosure system for in-scope

businesses!?, reducing greenhouse gases''?, and taking
environmental protection into consideration during the
investment and financing process!''.. Standards, guidelines and
reports have been issued by stock exchanges!'?! and associations
0131 to promote the development of environmental sustainability.
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What is Microsoft doing
for environmental

sustainability?

Microsoft's approach to addressing the
climate crisis starts with the sustainability
of our own business. Some examples of
this, in China or globally, include:

Standardizing sustainability in our
supply chain

Microsoft's Supplier Code of Conduct!®! seeks to
standardize our own supply chain and requires
suppliers in China to reduce the three types of carbon
emissions (that is, the emission of greenhouse gases
having to be disclosed under scope 1, 2, and 3 through
CDP) with the goal of achieving at least a 55%
reduction target by 20306, We work with our supply
chain partners to promote the use of renewable energy,
improve production efficiency, reduce wastewater and
waste, gradually introduce recycling of materials, and
certify their use. Additionally, we require suppliers to
provide regular data reports and conduct sustainable
development KPI performance assessments, providing
third-party verification of disclosed data when
requested by Microsoft.

Energy-efficient building of our
smart campus

Energy-efficient operations are a key part of achieving
carbon negative. Our campus projects adhere to strict
sustainability standards and follow a sustainability plan
that includes energy efficiency initiatives each year to
drive down energy usagel'”.. For example, we rolled out
a special project for our campuses in Beijing, Shanghai
and Suzhou to align with the green-development goals
for smart buildings in China. By facilitating effective
environmental sustainability management in the
workplace, Microsoft's Beijing Campus has passed an
energy audit conducted by Haidian district,

Microsoft is committed
to being Carbon
Negative'4 by 2030
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and has achieved energy savings of 27.9% through
continuous retrofitting and optimization. These
efforts have led to a cumulative saving of 25,027
tons in the carbon emission allowance attributed to
the building. We have accordingly received an
energy saving endorsement and financial subsidy
by the both Beijing Municipal and Haidian District
Governments'él, alongside the LEED Gold or
Platinum certification that we require all our major
building projects to achieve as a mark of the high
energy efficiency of their designs.

Microsoft is also determined to embrace renewable
energies in our own facilities. An example is the
photovoltaic (PV) solar panels installed in FY20 on
empty roof space of our Beijing and Shanghai Zizhu
campuses. These panels are expected to generate
15,450 MWh of electricity over the next 25 years to
contribute to powering these campuses.

Climate Innovation Fund

We have set up a US$1 billion Climate Innovation
Fund globally to support innovative technologies
and business models that have the potential for
meaningful, measurable climate impact by 2030.
Since its inception, Microsoft has allocated $600
million of impact investment capital from our
Climate Innovation Fund to a global portfolio of
investments, featuring sustainable solutions in
energy, industrial, and natural systems. In addition,
we are also on our way to building carbon dioxide
removal capacity, innovating using thermal energy
and implementing all-electric kitchens.[?!
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Microsoft is committed to
being water positive by 2030

We contracted for global replenishment projects
that are estimated to provide more than 15.6 million
cubic meters in volumetric water benefits, increasing
our running total of replenishment projects to 35
million cubic meters. Additionally, we provided more
than 850,000 people with access to clean water and
sanitation solutions, including 163,000 people in
Brazil, India, Indonesia, and Mexico.

Microsoft is committed to being
Zero Waste by 2030

We increased our global reuse and recycled rates
of all cloud hardware to 82% and are making
progress toward our 2030 reuse and recycle goal
of 90%. We also reduced single-use plastics
across all Microsoft packaging to 3.3% and are
on track to eliminate their use by 2025. In total,
we have diverted 12,159 metric tons of solid
waste from landfills.

Microsoft is committed to
being Ecosystems Protection
by 2030

We maintain our commitment to protect more land
than we use globally. In 2022, 12,000 of the over
17,000 acres of contracted land were officially
designated as protected. The amount of land
protected in 2022 exceeds the approximately
11,200 acres of land we currently use. We are using
the Last Chance Ecosystems framework to prioritize
our selection of land protection projects and
partner with the UN Biodiversity Lab and the Group
on Earth Observations Biodiversity to develop
conservation management tools.



Amplifying our impact and
helping customers pursue

their environmental
sustainability goals

Our second sphere of influence is customer sustainability.
As a technology company, we have a role to play with the thousands

of corporate customers who put their trust in Microsoft’s technology. The majority
of our customers have already made a climate pledge and Microsoft is working to
help them move from pledges to progress. It's important that our approach
supports the sustainability needs of our customers. This includes the following:

Global data center decarbonization

Using data centers and services with lower carbon emissions is significant
for achieving an organization’s overall carbon reduction goals.

Professional data shows that using the international version of Microsoft's
intelligent cloud services can improve energy efficiency by 22%-93%
compared to traditional enterprise data centers. If Microsoft's zero-carbon
electricity energy is considered, using the international version of Microsoft's
intelligent cloud services can reduce carbon emissions by 72%-98%.




Globally, Microsoft has the following four underlying
logics for the decarbonization of its intelligent cloud:
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IT operation efficiency

Microsoft Azure cloud services can achieve dynamic provisioning and multi-tenant
strategies. The former can optimize the matching of actual demand and cloud
service computation usage, minimizing computing resource waste and avoiding
over-configuring computing resources. The latter provides different types of service
resources for different customer demands, achieving load diversity and dynamic
balance of cloud computing resources: when the load increases from 10% to 40%,
the server's power consumption only increases by 1.7 times.

IT equipment efficiency

Microsoft has actively attempted to customize hardware components based on specific
service requirements, allowing devices to be more streamlined and energy-efficient.
Studies have shown that Microsoft's intelligent cloud can reduce power
consumption by more than 10%.

Data center infrastructure efficiency

Compared to traditional enterprise data centers, Microsoft's
ultra-large-scale data centers have advanced infrastructure
technologies and can achieve higher power usage
effectiveness (PUE) in lighting, cooling, and power regulation.

Use of renewable energy

Microsoft has pledged to convert all energy
consumption at all self-operated data
centers, buildings, and parks worldwide to
zero-carbon renewable energy by 2025. The
decarbonization of the intelligent cloud
indirectly brings huge benefits to customers
and partners. For example, a consumer
goods industry customer can calculate that
migrating data from CE2 computer rooms
to CN3 computer rooms can achieve a
carbon reduction ratio of 1/4.



Microsoft Sustainability
Cloud makes carbon
emissions more
"trackable”

In addition to investing in cloud infrastructure,
in June 2022, Microsoft Cloud for
Sustainability was launched. This is a
comprehensive environmental sustainability
management platform and allows corporate
organizations to record, report, and reduce
carbon emissions more effectively to achieve
net-zero emissions. Microsoft Cloud for
Sustainability also enables organizations to
record, report, and reduce their environmental
impact through numerous automated data
connections. These connections will integrate
data sources such as loT data from devices
using sensors and data from rich services in
the edge or cloud.

Microsoft Sustainability Cloud offers assistance
for companies and prepares them to execute
their expansion strategies. Providing a
common foundation for measuring carbon
emissions accurately, consistently, and reliably
worldwide, we help Chinese customers who
are interested in going abroad calculate their
relevant carbon emissions data. Now, Chinese
companies can use this product on global
Microsoft Azure to measure their sustainable
development work.

Azure China and the
"three-stream integration”
principle

Microsoft Azure, operated by 21Vianet ("Azure
China"), is the first internationally public cloud
service launched in China. It began full
commercial operations in March 2014. It is
independently operated and transacted by
Shanghai Blue Cloud Technology Co., Ltd.
(21Vianet), an affiliate of Beijing 21Vianet
Broadband Data Center Co., Ltd. The Azure
China intelligent cloud green data center
follows Microsoft's "three-stream integration”
principle in the entire process of site selection,
construction, and operation. "Three-stream"
refers to "energy flow," "data flow," and
"business flow," with "energy flow" taking
priority. When selecting a data center site, it is
necessary to prioritize locating projects in areas
with abundant renewable energy and high
proportions of "abandoned wind and
electricity," thereby promoting the local
consumption of renewable energy and
activating local green economic development.



An indicative case study: supporting our Chinese
customers to achieve their sustainability goals

We have established a partnership with Envision (i 5t g¥), China's second largest
smart wind turbine supplier and the largest player in sustainable technology solutions
for offshore wind power since 2017. Envision has built its energy loT platform (EnOS) on
the Microsoft Azure Cloud globally. Leveraging the EnOS platform, Envision partnered
with Keppel to deliver a smart loT industrial park and urban demonstration zone for the
government of Wuxi, China2%. The project was considered a landmark collaborative
project for the first loT-defined smart city demonstration community and smart
loT industrial park in China. 2!l

Other than its business success, Envision also managed to achieve its sustainability
goals by using our technologies. The initial acceptance and trial time for new customers
was reduced to 2 days in the deployment cycle, reducing the deployment and
management costs. With our Azure |oT, data storage and other technologies, Envisions
system can support the management of global wind farms, energy storage devices,
charging piles and building power devices, ensuring the security of 106 GW of energy
and power assets, and the safe and efficient transmission of over 2.2 billion messages
generated by 660,000 devices and over 60 million data measurement points. 2!
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Our vision for a sustainable future

Our third sphere of influence is to impact global sustainability. Microsoft strives to
accelerate progress toward a more sustainable future by reducing our environmental
footprint, accelerating research, helping our customers build sustainable solutions and
advocating for policies that benefit the environment.

Carbon Negative

We're committed to being carbon negative by
2030 and by 2050 removing from the
atmosphere an equivalent amount of all the
carbon dioxide our company has emitted
either directly or by our electricity consumption
since we were founded in 1975. Our existing
commitment to execute power purchase
agreements equivalent to 100% of our energy
needs by 2025 has positioned Microsoft as one
of the largest purchasers of renewable energy in
the world. By 2030, we will have 100 percent of
electricity consumption, 100 percent of the time,
matched by zero carbon energy purchases. This
is also in line with the Chinese government’s
own 2030/2060 decarbonization goal.

Water Positive

We're committed to being water positive by
2030. We're strengthening how we manage
water within Microsoft, while working to

improve the way the world evaluates and
manages water today and for future generations.

Zero Waste

We're committed to reaching zero waste in
Microsoft’s direct operations, products
and packaging by 2030. As a company that
manufactures devices, builds campuses and
data centers, and uses manufactured goods
in our operations, we're committed to
responsibly designing and sourcing materials
and building a more circular approach into
our work and the world. This also means that
all Microsoft-owned data centers will be zero
waste certified by 2030.

Ecosystems Protection

We're committed to permanently
protecting more land than we use, that is,
more than 11,000 acres of land by 2025.
We're also committed to being good
stewards of the land we use — as well as
going beyond our own operations and
actively working to protect the
environmental health of the communities
that host our data center operations and
where our employees live and work.

We believe that Microsoft has an important
role to play in developing and advancing new
solutions to support the goal of global
sustainability, but also recognize that the
climate and other environmental crises can't
be solved by any single company,
organization, or government. The global
community needs partnerships, new
innovations, policies, and global commitment
to ensure a healthy future for all.
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