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P&G conducted an assessment to identify

opportunities to increase the scale, pace, and rigor
of our efforts to eliminate deforestation and the
degradation of intact forests in our wood pulp and
palm oil supply chains. This report provides
additional background, summarizes key findings,
and highlights the outcomes and new actions we

are taking in this important area.
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EXECUTIVE SUMMARY

P&G is committed to responsible sourcing of materials like wood pulp, palm oil,
and palm kernel oil, which we use in several of our product categories. These
materials help us meet consumers’ needs and demands for high performing
products that improve their lives, and we continually work to ensure that we
are following responsible practices in our supply chains for them. To help us
further enhance our responsible sourcing work, P&G engaged internal and
external stakeholders, including expert teams, key suppliers, and NGOs, to
review our current wood pulp and palm oil sourcing practices and progress, to
assess opportunities to increase the scale, pace, and rigor of our efforts, and
ultimately to identify additional specific actions we could take. While P&G'’s
existing efforts have been comprehensive, rigorous, and delivering significant
progress in ensuring responsible sourcing practices, we identified and
committed to several new actions and goals:

e We have accelerated the pace of our certification targets — accelerating our Palm Qil
RSPO (Roundtable on Sustainable Palm Qil) certification target by 1year and our wood
pulp FSC (Forest Stewardship Council) certification target by 3 years for our Family Care
business.

e We have adopted new, industry leading FSC certification targets for our P&GC Family
Care business — committing to source 75% FSC-certified wood pulp before 2022. As part
of this accelerated progress, 95% of wood pulp we source from Ontario and Quebec,
areas of focus for caribou protection, will be FSC certified before 2022. P&G Family Care
has also declared a new ambition to achieve 100% FSC certification by 2030 and will
work with partners to try and overcome the low supply of FSC-certified fibers available,
which stands in the way of that goal today.

¢ We have implemented a new public reporting process to share information on the palm
grievances we receive via our grievance reporting systems, and we have already
published our first Palm Qil grievance tracking report.

e We have increased the transparency and scope of data reporting on our forestry
practices — significantly increasing data on our wood pulp and palm oil sourcing,
creating a new ESG portal to provide improved access to information on our overall ESG
efforts (including Forestry), and we will report to CDP’s Forestry Survey.

e We have updated our Palm Oil, Paper Packaging and Wood Pulp Sourcing Policies —
providing greater transparency and integrating additional rigor into our supply chain
expectations.

e Going beyond our responsible sourcing compliance, we continue to expand the scale of
our efforts to protect, improve and restore forests and improve livelihoods. This includes
a new partnership with WWF-Malaysia (World Wildlife Fund) to protect the Malayan
tiger and its habitat.

We describe our assessment process and detailed conclusions further below.
Comprehensive information on our expanded efforts, policies, and reporting is available in
the Forestry section of our ESG portal:

https://www.pginvestor.com/esg/environmental/forestry/default.aspx. Overall, our
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assessment reinforced that issues related to wood pulp and palm oil can be complex and
challenging. We continue to learn from our supply chain and NGO partners and value the
input they have provided to help inform our efforts. Further accelerating efforts will require
all stakeholders — industry, government, and civil society — to work together. As a result, we
will look for opportunities to continue to partner with others to help further accelerate

positive impacts and will remain committed to transparently commmunicating our progress.

Certain statements in this report including estimates projections statements relating to our plans objectives and expected results and the
assumptions upon which those statements are based are “forward-looking statements” within the meaning of the Private Securities Litigation
Reform Act of 1995 Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. These forward-looking statements
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generally are identified by the words “believe” “project” “expect” “anticipate” “estimate” “intend” “strategy” “future” “opportunity” “plan” “may”

| s "o, ",

“should” “will” “would” “will be” “will continue” “will likely result” and similar expressions. Forward-looking statements are based on current

expectations and assumptions which are subject to risks and uncertainties that may cause results to differ materially from those expressed or
implied in the forward-looking statements. We undertake no obligation to update or revise publicly any forward-looking statements whether
because of new information future events or otherwise except to the extent required by law. For additional information concerning factors that could
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REVIEW PROCESS

P&G has had wood pulp and palm oil policies and programs in place for many years and has
taken action over the last five years to increase the breadth and impact our efforts. In Fiscal
Year 2021, P&G conducted a detailed review of our forestry-related programs to assess if and
how we could even further increase the scale, pace, and rigor of our efforts. This process

included:

e Benchmarking our policies and performance vs. peers in our industry

e Consulting with NGO partners to solicit input and ideas

e Engaging with suppliers to assess the feasibility and challenges associated with
accelerating current efforts

e Sharing initial conclusions from our assessment with some of our largest
shareholders, providing them an opportunity to comment on the direction and

ambition of our proposed actions

We then reviewed the findings and recommendations with key internal stakeholders and

senior leaders, arriving at the conclusions and actions outlined in this report.
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PALM OIL

P&G uses ingredients derived from palm oil and palm kernel oil in a range of products,
including in our fabric care, home care, and beauty care businesses. P&G's efforts to ensure

responsible sourcing of palm derived materials are focused on three main pillars:

e Responsible Sourcing (Sourcing Policies, Supply Chain Transparency, RSPO
Certification Goals)

e Compliance Monitoring (Supply Chain Monitoring, Grievance Tracking & Reporting)

e Partnerships & Programs for Positive Impact (Improving Livelihoods, forest

Conservation and restoration, driving and influencing Industry standards)
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The infographic and tables below provide additional perspective on our overall efforts, use
of palm materials, and current RSPO certification status. For additional details on our
efforts, please see the Palm Qil Section of our ESG Portal:

https://www.pginvestor.com/esg/environmental/forestry/palm-overview/default.aspx.
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P&G RESPONSIBLE PALM OILS DATA

P&G’s Responsible Palm Sourcing Policy holds all suppliers to the same high standards with
respect to No Deforestation, No Peat and No Exploitation (NDPE). This applies to all our
palm oil purchases regardless of whether the palm oils are RSPO certified or not. All
suppliers must comply with our P&G Palm Oil Policy, P&G Responsible Sourcing

. P&G RESPONSIBLE SOURCING: PALM OILS USAGE AND RSPO CERTIFICATION STATUS

P&G has committed to achieving 100% RSPO certified palm oils usage in P&G Brands by end 2021

(MT= Metric Tons)

P&G Brands FY 2018-2019 FY 2019-2020 FY 2020-2021
% RSPO % RSPO % RSPO
MT Certified MT Certified MT Certified
48,802 100% 44,936 100%
62,667 100% 62,996 100% Current year data will
be published after the
152,626 29% 169,626 44% close of FY20-21 which
ends June 30, 2021.
85,322 0% 78,045 37%
Total 349,417 45% 355,603 59%

P&G Chemicals (PGC - our oleochemicals division) provides many of the palm materials used by P&G Brands. In
addition, PGC also sells some materials to customers outside of P&G. To learn more please visit:

https://www.pginvestor.com/esg/environmental/forestry/palm-overview/default.aspx

(MT= Metric Tons)

P&G Total (P&G Brands+ PG FY 2018-2019 FY 2019-2020 FY 2020-2021
Chemicals)
% RSPO % RSPO % RSPO
MT Certified MT Certified MT Certified
63,802 100% 59,736 100%
Current year data will
62,667 100% 62,996 100% be published after the
288 694 16% e >3% close of FY20-21 which
' ’ ' ’ ends June 30, 2021.
85,322 0% 78,045 37%
Total 500,485 34% 518,503 43%
FY FY FY
2018- 2019- 2020-
2019 2020 2027
v v v
v v v

Expectations for External Business Partners and RSPQO’s 2018 Principles and Criteria (P&C's)
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. P&G PALM COMPLIANCEMONITORING

FY FY FY
P&G Program 2018- 2019- 2020-
2019 2020 2021
v v
v

1. P&G PALM FORCE FOR GOOD PROGRAMS

FY FY FY
P&G Program 2018- 2019- 2020-
2019 2020 2021
v v v
v

INSIGHTS & OUTCOMES FROM OUR
ASSESSMENT

1. We have accelerated our RSPO Certification Glidepath: RSPO certification is a critical
element of our supplier compliance program, as the RSPO 2018 Principles & Criteria
integrate the requirements of our Palm Oil Sourcing Policy. P&G has maintained 100%

RSPO certification for the Palm Oil and Palm Oil Derivatives used in P&G brands since

Accelerating our RSPO
Certification Commitment

BY END OF
5021 % By end of 2022

100% RSPO certification for palm kernel oil
and palm kernel oil derivatives

2018.

P&G also had an existing goal of achieving 100% RSPO certification for all Palm Kernel Oil
(PKO) and Palm Kernel Oil derivatives (PKOD) used in P&G brands by the end of 2022.
PKO/PKOD certification has been on a longer timeline due to industry supply

constraints. Based on detailed assessment and continued supplier discussions regarding
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current and potential future supply options, we will now target to achieve 100% RSPO
certification for PKO/PKOD materials used in P&G brands by the end of 2021,

accelerating our previous target by a full year.

2. We have implemented public grievance reporting: In April 2020, we significantly
enhanced our supplier compliance monitoring program by subscribing to
Earthqualizer's satellite monitoring system, which issues alerts if it detects possible non-
compliance with our Palm Oil Sourcing Policy. This system monitors not just our physical
supply chain but also the enterprise-wide compliance of our suppliers. Our review
reinforced that stakeholders are looking for additional insight into the findings of this
and other grievance reporting systems and the actions P&G is taking in response to
reports. As a result, we will now implement a system to publicly share information on
grievances we receive via the Earthqualizer system as well as P&G's existing grievance
reporting system. In addition, we will share the actions taken against suppliers who have
been in violation of our Palm Oil Sourcing Policy. Additional details on P&G’s Palm Oil
Grievance Tracker can be found here:
https://sl.g4cdn.com/695946674/files/doc_downloads/esg/2021/PG_ESG_Palm_Qils_Griev
ance_Tracker_FINAL.pdf

3. We have strengthened our Palm Qil Sourcing Policy: Our review also identified the
need to clarify and update certain aspects of our Palm Qil Sourcing Policy. Accordingly,
we updated our supply chain expectations, clarifying and revising aspects like cut-off
dates, restoration expectations, and the protection of human rights, land rights, and
environmental supporters. We also integrated into the Policy the enhanced compliance
monitoring and grievance tracking discussed above. Our updated policy can be found
attached and here:
https://sl.g4cdn.com/695946674/files/doc_downloads/esg/2021/PG_ESG_FOREST_POSITI
VE_PALM_SOURCING_POLICY_FINAL.pdf

4. We will continue to advance Conservation and Restoration Efforts: P&G's palm oil
efforts have included a formal program to improve the livelihood of palm smallholders
(small, independent farmers) by helping them increase their yields from existing lands.
P&G created the Centre for Sustainable Smallholders and is developing core learning
farms, where agronomists work with smallholders to implement agricultural practices

that have been shown to increase yields by up to 30%.

5. In 2019 we communicated our intent to expand the scale and scope of our efforts to
include conservation and protection of sensitive areas in key sourcing regions. After
evaluating potential opportunities, we have now launched our first project: a partnership
with WWF-Malaysia to support tiger conservation in Malaysia. Additional details on this
effort can be found here:

https://www.wwi.org.my/media_and_information/media_centre/?28585/PG-Partners-

with-WWFE-Malaysia-to-Protect-the-Malayan-Tiger-and-its-Habitat
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6. We are committed to continuing to review and identify opportunities to increase our
palm oil efforts. We have integrated these new program attributes into the information
in our online portal and will continue to provide updates on our progress and programs

here: https://www.pginvestor.com/esg/environmental/forestry/palm-

overview/default.aspx

WOOD PULP

P&G purchases wood pulp for tissue, towel, and absorbent hygiene products. Though we do
not own or manage forests, we have a responsibility through our procurement practices to
help ensure the sustainability of the world's forest resources. As such, we are commmitted to
understanding our pulp fiber sources, providing transparency in sourcing, and ensuring

that sustainable forest management practices are used in our supply chain.

In addition to our commitment that within our supply chain, for every tree we use, at least
one is regrown, a critical component of our efforts has been to require that 100% of the
wood pulp we source is certified by a leading third-party certification system that ensure
forests are responsibly managed. The tables below provide additional perspective on our
use of wood pulp and certification status. For additional details on our efforts please see the
Wood Pulp section of our ESG Portal

https://mww.pginvestor.com/esg/environmental/forestry/pulp/default.aspx
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Fiscal year 2014/15 2015/26 2016/17 201718 2018/19 2019/20

1.65 1.65 1.5 1.5 1.3 1.69
610,500 627,000 495,000 480,000 364,000 625,300
462,000 445500 465,000 495,000 455,000 523,900
577,500 577,500 540,000 525,000 468,000 507,000

13,000 33,800
35 33 33 37 39 51
51 47 47 26 35 15
15 18 18 30 22 15
- 2 2 7 4 19

/. FSC CoC = Forest Stewardship Council Chain of Custody

1" CLCl — Crictainahla Carnctrs InitintiA

INSIGHTS & OUTCOMES FROM OUR
ASSESSMENT

1. We will accelerate Our Forest Stewardship Council Certification Glidepath: Since
2015, P&G has required that 100% of the wood pulp we source is certified by a leading
third party certification system (such as Forest Stewardship Council
(https://www.fsc.org/en/about-us), Sustainable Forestry Initiative
(https://www.forests.org/who-we-are/), and Programme for the Endorsement of Forest

Certification (https://www.forests.org/who-we-are/). These systems ensure forests are

responsibly managed and adhere to multiple criteria for sustainable forest
management, including:

e Ensures no deforestation

e Replanting and reforestation after harvesting

e Preserves water, soil, and air
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e Protects biodiversity
e Respects right of indigenous peoples (Free, Prior and Informed Consent as outlined

in https://www.un.org/development/desa/indigenouspeoples/declaration-on-the-

rights-of-indigenous-peoples.html)

e Protects endangered species

P&G prefers the Forest Stewardship Council (FSC) certification, one of the world's most
trusted and robust forest certifications. Currently, however, the availability of FSC-
certified pulp is insufficient to meet the demands of our industry. We have long been
collaborating with our supply chain partners and stakeholders to increase FSC-certified
forest acreage. In our assessment, we examined if and how we and our partners could
accelerate our efforts to increase supply. One of the challenges that we continue to face
is that P&G is a relatively small stakeholder in the countries where we source pulp. For
example, we source 3% or less of the wood pulp from countries of origin and less than
1% of the total wood products being produced by these countries. Instead, the lumber
industry is the main purchaser of wood products from these forests and would need to

support the FSC certification efforts for more of our suppliers to become FSC certified.

Nevertheless, based on the groundwork we have laid over the last decade, we believe
that P&G Family Care can accelerate its FSC commitment by three years. Now, P&G
Family Care will work to ensure 75% of our wood pulp is FSC certified before 2022. As a
component of this effort, before 2022, P&G Family Care will target having 95% of Ontario
and Quebec wood pulp be FSC certified. Ontario and Quebec represent key areas of
focus for the protection of caribou. In addition, P&GC Family Care has a new ambition to
deliver 100% FSC certified wood pulp by 2030. As our review and analysis confirmed,
P&C's ability to increase the percentage of FSC certified fibers we purchase largely
depends on an increase in the supply of FSC certified fiber available. This increase will

require industry-wide effort.

Accelerating our RSPO
Certification Commitment

BEFORE 2022 Before 2023

100% RSPO certification for palm kernel oil
and palm kernel oil derivatives

2. We will strengthen Responsible Sourcing Efforts: To deliver on this commitment P&G

has strengthened our Wood Pulp Sourcing Policy attached and available here
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https://sl.g4cdn.com/695946674/files/doc_downloads/esg/2021/PG-ESG-Wood-Pulp-

Sourcing-Policy-FINAL318.pdf. Specifically, we have clarified our expectations for no

deforestation confirmed the protection of the rights of Indigenous Peoples and
included stricter forest certification requirements. In addition, we will share the actions

taken against suppliers who have been in violation of our Wood Pulp Sourcing Policy.

3. We will increase Sourcing Transparency: For many years P&G has tracked and
reported annually the amount of wood pulp it purchases from suppliers certified under
each of the forest certification schemes. As we assessed how we could enhance our
transparency in this area we recognized an opportunity to provide more details about
our sourcing to external stakeholders. Accordingly, we will become an industry-leader
in wood pulp transparency sharing additional data on metrics like sourcing volume
regions certification schemes relative size of sourcing tree harvesting timing and

others. This information can be found via our new ESG portal.

4. We will advance Conservation Efforts: P&G and our Family Care brands go beyond
responsible sourcing and support efforts to keep forests as forests for generations to
come. We established several new efforts this past year and have been able to expand
on a number of them.

e P&G has been collaborating with the Arbor Day Foundation to plant 1 million trees
between 2020-2025 in areas devasted by natural disasters, an increase in our initial
commitment to the program. Generations to come will see the long-term benefits
of trees planted, through a restored ecosystem, carbon sequestration and
improved air and water quality for local coommunities.

e Since July 2020, P&G Family Care, pulp supplier Suzano, and World Wildlife Fund
have been collaborating on the Atlantic Forest Landscape Restoration Project in
Brazil. This effort will produce forest landscape restoration and rehabilitation plans
and methodologies for several degraded forest and agricultural landscapes in the
Brazilian state of Espirito Santo.

e In November 2020, we joined with longtime partner the Rainforest Alliance on its
launch of the Forest Allies Community of Practice, serving as a founding member.
The Forest Allies community is focused on protecting, restoring, and enabling
responsible management of tropical forests.

e We continue to work with the Nature Conservancy and the American Forest

Foundation to help family forest owners in the U.S. better manage their forests

More information on these programs is available at https://us.pg.com/mapping-our-

impact/.

We will continue to partner with stakeholders to assess our programs and progress and

look for new opportunities to further enhance our efforts. We have integrated these new
program elements into the information in our online portal

https://mwww.pginvestor.com/esg/environmental/forestry/pulp/default.aspx.
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INCREASING TRANSPARENCY
& REPORTING

As part of our assessment process, we heard directly from investors and other stakeholders
their desire for greater transparency and reporting by companies on both general issues
related to environmental, social, and governance topics as well as the specific matters

covered in this report. Therefore, to enhance our overall reporting and transparency, we will:

1. Launch an online portal that will provide improved access to relevant information
and data related to key ESG topics. This portal will include relevant policies, a
description of our overall management efforts, progress against goals, and relevant data
and metrics. We plan to evolve this content over time, but the initial version of this
portal, which includes the most up to date information on our palm oil and wood pulp

efforts, is now available via https://www.pginvestor.com/esg/esg-overview/default.aspx.

2. Respond to CDP Forest Survey: We will respond to the CDP Forest Survey during their

next reporting window.
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CONCLUSION

In conclusion, our assessment reinforced that supply chain and reporting issues related to
wood pulp and palm oil are complex and challenging. Nevertheless, we continue to learn
from our supply chain and NGO partners and value the input they have provided to this
assessment and our efforts more generally. Further accelerating our work will require all
stakeholders — industry, government, and civil society — to work collaboratively toward our
shared goal of eliminating deforestation and the degradation of intact forests. As we do our
part, we will continue to partner with others to help further accelerate positive impacts and

will remain committed to transparently communicating our challenges and progress.

Please find our policy information via the following links:

Our Palm Oil Sourcing Policy

https://sl.g4cdn.com/695946674/files/doc_downloads/esa/PG-ESG-FOREST-POSITIVE-
PALM-SOURCING-POLICY.pdf

Wood Pulp Sourcing Policy

https://sl.a4cdn.com/695946674/files/doc_downloads/esg/2021/Forestry/06/8958_P-
G_WoodPulp_Policy_A-3.pdf
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