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Welcome to our 14t
Sustainability Report

This is a progress report that builds
on our four pillars reporting approach,
to streamline and increase the
transparency of the Group’s
sustainability efforts and vision.

We describe what we have achieved, and

our future plans to go beyond this as we
grow our global business.
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-xecutive Chairman’s and
Chief Executive Officer’s statements

Giovanni Ferrero
Executive Chairman,
Ferrero Group

I’'m proud to share Ferrero’s 14th
Sustainability Report. | am confident
it demonstrates the maturity of our
sustainability journey and shows
the sustainable and solid way we
conduct our business, everywhere
we operate.

The financial year 2021/2022 was particularly
difficult, as war broke out, supply chains

were disrupted, energy costs surged and
inflation grew alongside the cost of raw
materials. The Group was able to grow
despite these challenges, confirming its
resilience thanks to a strong governance, the
dedication of its people, loved brands, a solid
business model and long-lasting relationships
with our suppliers. But just as importantly, the
challenges we have faced and continue

to face make clearer than ever that we need
to increase our efforts to create a more
sustainable future for all. As you will read

in this report, the solid progress of our
sustainability plans has not been affected.

That said, | must pause and offer my thoughts
and deepest sympathies to the people of
Turkey and Syria, who have been affected by
devastating earthquakes recently. We have a
production plant in Turkey, and source a great
many of our hazelnuts from the region. In
addition, we have many valued partners in
the country. To support the needed rescue
and relief efforts for the affected
communities, Ferrero has channelled

Introduction Our sustainability

progress

Our reporting

donations through Save the Children to
support recovery, with a particular focus on
health, nutrition and education for children.
Moreover, working alongside the International
Labour Organization in Turkey, we have
committed to deliver additional funds for
earthquake relief which will primarily benefit
children living in the most affected regions.

As Ferrero grows and diversifies, we
increasingly rely on our global workforce to
support us, and we aim to engage and inspire
all our people with the emotion and passion
that has characterised generation after
generation of the Ferrero community. We work
to build a culture of trust, respect, diversity
and opportunity for all, because we care about
our people. We believe it is essential to always
work to create an inclusive company culture
that uses the full range of people talents. Our
focus on people extends across the whole
value chain, ensuring we uphold high
standards of safety, and of human and

labour rights, both within our business

and throughout our supply chain.

| would like to thank all the Ferrero employees
and partners who work so hard to continue to
serve our customers, help us succeed as a
business, and support the communities which
are an integral part of our business.

Giovanni Ferrero
Executive Chairman, Ferrero Group
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Lapo Civiletti
Chief Executive Officer,
Ferrero Group

v

Despite a challenging economic
and geopolitical environment for all
businesses, the Group was able to
grow and to increase investments
in its brands, R&D and production
capacity. These investments
represent our continuous approach
to improving the quality, freshness
and safety of our products, while
reducing our environmental impact,
all of which you can read about

in this report.

Ferrero closed the financial year with a
consolidated turnover of 14 billion euro, an
increase of 10% compared to the previous
year's turnover of 12.7 billion euro. The
Group now comprises 109 companies and
32 manufacturing plants around the world,
selling in over 170 countries directly or
through distributors. Our workforce,

as of 31 August 2022, comprised of over
41,400 employees, 2,600 more than the
previous year.

With our sustainability work structured in four
major pillars, we have made excellent
progress towards the objectives we have set
ourselves. | would like to mention some of this
year's highlights, of which you can read more
in the report that follows.

As regards the environment, we have
developed a Climate Plan that focuses on
decarbonising our industrial activities, based
on technological interventions. It is structured
at corporate and factory levels. Our Scope 2
emissions (market-based) are now less

than half what they were two years ago.
Wastewater has decreased over the past two
years, and waste levels from production are
also in decline. We are also proud to report
that 88.5% of our packaging is designed to be
recyclable, and we have partnerships for each
of the four steps of our packaging roadmap to
2025 and beyond, to help us continue to make
progress in our desire to offer more
sustainable packaging.

We have also made great strides in sustainable
sourcing. This year, we completed our four-year
Cocoa & Forests Initiative (CFI) Action Plan. We
reached the targets we set back in 2018 and, in
many cases, surpassed them. Our new plan in
development will have targets for 2025. Along
with other CFI companies, we also shared
substantial farm data and mapping in Ivory
Coast and Ghana with the World Resources
Institute (WRI) to create a collective Farm

Dataset. WRI has also applied its Deforestation
Risk Assessment methodology to the dataset.
This year, we bought about 97% of our entire
cocoa volume from farmer groups we support
through our sustainability programmes, of
which 82% from our dedicated farmer groups.
We sourced all cocoa through certifications and
other independently managed standards.

Moreover, we continue to implement a holistic
community-development programme with
Save the Children in 65 communities in the
Haut-Sassandra region in Ivory Coast, in
close collaboration with the local authorities
and our suppliers.

We achieved 79% traceability for the hazelnuts
we buy. Chile, Argentina, France and the USA
all confirmed they were fully traceable after
implementing the Sourcemap platform.

We continue to meet our target to source
100% RSPO-certified sustainable palm oil
for our historical Ferrero brands and for
Thorntons. For other recently acquired
brands, we are working to achieve the same,
and now source 99.4% RSPO-certified palm
oil across all our brands. We use only cage-
free eggs within the EU (around 93% of our
total egg use) and source 100% cane sugar
certified by Bonsucro. In late 2022, we also
published our new Dairy Charter, which you
can read more about on page 54.

For our people, we have set long-term
diversity and inclusion goals for 2030, which
relate to gender, nationality, generations,
working culture and persons with disabilities.

At the end of June 2022, we finalised the
acquisition of FULFIL Nutrition, a company
making high-quality vitamin and protein bars,
as part of our strategy to meet the evolving
health needs of consumers.

At Easter 2022, we needed to recall Kinder
products manufactured at our plant in Arlon,
and in collaboration with Belgian food safety
authorities, suspended our production there.
Food safety, quality and consumer care have
been at the heart of Ferrero since the company
was founded. This serious event goes to the
core of what we stand for. Therefore, we've
made significant investments, updated
equipment, installed new lines, and updated
safety protocols and training, to preserve the
full trust and confidence of our consumers.
The authorities gave the conditional permission
for the reopen in June and confirmed the
production licence in September 2022.

You can find out more about our sustainability
initiatives in this report as well as on our
website. | hope you will find it interesting and
informative, and | welcome your feedback.

Lapo Civiletti
Chief Executive Officer, Ferrero Group
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About us

Our purpose, values and structure
provide a strong foundation that
continues to evolve in line with our
global expansion, changing
consumer needs and innovation of
our products and packaging.

Our Values

Ferrero has been built by generations
of people who share a commitment
to continuous improvement. Our core
values provide the foundations for our
purpose and are a guiding force for
our people and suppliers as our
Company continues to grow.

Introduction

Loyalty and trust

Our loyalty towards consumers and the trust
they place in our products are at the core of
the long-lasting relationships we enjoy with
them.

Respect and responsibility

Based on respect for equality of treatment,
we promote the professional and personal
development of our people and strong
relationships with local communities.

Integrity and moderation

Our communications reflect the values of
human dignity, family and children in line with
strong moral and ethical principles and a
commitment to healthy lifestyles.

Passion for quality,

research and innovation

Our goal is to create unique products
through innovative research and
production processes, careful selection
of raw materials, and quality and
traceability across our businesses.

Entrepreneurship

Our success lies in our ability to establish a
clear vision and be proactive with our
investments, timely with our undertakings and
excellent in our execution.

Work, donate, create

Alongside the Ferrero Foundation, the entire
Ferrero Group engages in social responsibility
activities as an integral part of our way of
doing things.

Our sustainability
progress

Our reporting

How we do things

We live out our purpose
every day through our

k=

oo

Consumers

Responsible marketing practices,
high-quality ingredients and
innovative products

®

Company
Respect and care for our people through
the organisation

Business Partners

Integrity and trustworthy approach
to our retailers and suppliers

000
D

Communities

Care for the communities in which we
operate and where we source from
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About us (continued)
Our presence in the world

32 manufacturing plants
1. 1ITALY ALBA 1946
2. GERMANY STADTALLENDORF 1956
3. FRANCE VILLERS-ECALLES 1960
4.1TALY POZZUOLO
[ ] MARTESANA 1965
[ ] .:. o 5. AUSTRALIA LITHGOW 1974
6.IRELAND CORK 1975
: q.. ° 7.ECUADOR QuITO 1975
:. L] () () 8. ITALY BALVANO 1985
9.ITALY S. ANGELO
o DEI LOMBARDI 1985
() 10. BELGIUM ARLON! 1989
11. POLAND BELSK DUZY 1992
) 12. ARGENTINA LA PASTORA 1992
13. BRAZIL POCOS DE CALDAS 1994
® L 14. CAMEROON YAOUNDE 2005
15. CANADA BRANTFORD 2006
16. SOUTH AFRICA WALKERVILLE 2006
Countries and Regions 17.INDIA BARAMATI 2007
o 18. RUSSIA VLADIMIR? 2009
° P 19. MEXICO S. JOSE ITURBIDE 2013
o0 [ J 20. TURKEY MANISA 2013
oo 21.CHINA HANGZHOU 2015
22. UNITED KINGDOM ALFRETON 2015
@ MANUFACTURING PLANT FERRERO 23.UsA NORTH CANTON 2017
24.USA BLOOMINGTON 2018
@ HAZELNUT COMPANY 25.USA FRANKLIN PARK 2018
26.USA LOUISVILLE 2019
ARGENTINA ECUADOR KAZAKHSTAN SERBIA 27.USA FLORENCE 2019
AUSTRALIA FINLAND KUWAIT SINGAPORE 28.USA AUGUSTA 2019
AUSTRIA FRANCE LUXEMBOURG SLOVAKIA 29.USA CHICAGO 2019
BELGIUM GEORGIA MALAYSIA SOUTH AFRICA 30. SPAIN ALZIRA 2019
BRAZIL GERMANY MEXICO SOUTH KOREA
BULGARIA GREECE MONACO SPAIN 6 AGRICULTURAL COMPANIES: 31. ITALY CASTEL D'ARIO 2019
CAMEROON HUNGARY MOROCCO SRILANKA ARGENTINA, AUSTRALIA, CHILE, GEORGIA, SERBIA, SOUTH AFRICA 32. UNITED KINGDOM HALSTEAD 2020
CANADA HONG KONG NETHERLANDS SWEDEN
gﬂ:k‘i :E[D)IOANESIA II;I(O)EAA{\IAISY -?—X\llwi,E\lRLAND 7 MANUFACTURING PLANTS ACROSS: ?.m::L:r?jr::\:'uig:j:n?itsitoiooizt.he Arlon plant, please see page 60.
COLOMBIA IRELAND PORTUGAL TURKEY (CHILE 2, ITALY 1, TURKEY 4) 2. Ferrero public statement.
CROATIA ISRAEL PUERTO RICO UKRAINE
CZECH REP. ITALY ROMANIA UK PLANTS ACQUIRED STARTING FROM 2019 ONWARDS
DENMARK JAPAN RUSSIA USA LEARN MORE ABOUT EERRERO HAZEINUT COMPANY ARE NOT INCLUDED IN THE SCOPE OF THIS REPORT
DUBAI (N.26 TO 32) - EXCEPT WHERE SPECIFIED.
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About us (continued)

Our Company

109 :

consolidated companies? in Employees*
more than 50 countries

Total Consolidated Net Turnover
Euros/000

12,679,894

13,996,720

Total Production

=]
o
=)
=)
[0}
n

1,374,224

1,456,631

3. Asof 31/08/2022 the number of Legal Entities consolidated by Ferrero International SA (Ferrero Group parent company, therefore excluded from
the count) was 1009. List of entities included is included in the Ferrero’s Group consolidated financial statements for fiscal year 2021/22.
4. Asof 31/08/2022.

4
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About us (continued)

Fxpanding our
portfolio

Alongside organic growth, our
global presence is constantly
expanding as we enter new
product categories and grow
across Europe and North America
through strategic acquisitions.
We are constantly evolving our
portfolio of well-established
brands that consumers love,
allowing us to diversify and
capitalise on exciting growth
opportunities.

®

Acquired

Oltan Group (Turkey)
Acquired

Thorntons (UK)

—= 2018

Acquired

former Nestlé US
chocolate confectionery
business with iconic
brands, such as
Butterfinger, BabyRuth,
100Grand, Raisinets,
and the exclusive right
to Crunch brand (US)

2015 2017

Acquired Fannie May
(US)

Introduction Our sustainability Our reporting
progress

Acquired
FULFIL Nutrition, high-
quality, vitamin and

protein bar company
which has direct sales

Acquired as Little Brownie Bakers, in the UK as well as
Kellogg's Company supplier of cookies to the distributing to Ireland
cookie, cone and pie crust Girl Scouts; Onfj other_E.uropeqn and
businesses, including the Acquired Asian Pacific markets

iconic cookie brand Keebler, 4 controlling stake in

top selling on-the-go Ice Cream Factory Comaker
Famous Amos cookies, (ICFC) (Spain)

the premium family cookie

brand Mother’s, and Murray

sugar-free cookies, as well

— 20202021

Acquired Acquired
Eat Natural, a UK-based the remaining shares
maker of high-quality of ICFC

cereal bars, toasted
muesli and granola
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About us (continued)

Our value chain

As we continue to grow our business responsibly,
we ensure we embed sustainability fully by
considering our impacts and opportunities

along the value chain — from raw materials

to end of life.

%

See page

20

See page

60

See page

28

©

=

See page

23

Y

See page

29

@)

See page

34

Raw materials

We source raw materials
such as cocoa, palm oil,
hazelnuts, sugar, milk and
eggs to make our products.
We rely on long-term
relationships with suppliers
to ensure they understand,
practice and embrace our
values. Traceability enables
us to monitor how our raw
materials are produced.

Production

Our products are
manufactured in over 30
manufacturing plants
globally and we work with
third-party suppliers to
produce KINDER® Surprise
toys. Aiming for high quality
and safety standards in our
manufacturing and third-
party operations and
managing the environmental
and social impacts are high
priorities.

Packaging
Packaging protects the
quality and freshness of our
products to guarantee a
delightful experience for our
consumers. It is also an
important means of
communication with
consumers, helping them
choose our products by
providing clear and

understandable information.

The materials that go into
our packaging include glass,
paper and plastic.

Logistics

Our products are distributed
and sold directly and through
authorised dealers in more
than 170 countries. We work
with logistics operations to
transport raw materials,
semi-finished products, and
KINDER® Surprise materials
throughout the value chain
via our network of
warehouses.

Consumption

Our products bring joy and
pleasure to consumers as
part of a healthy and
balanced lifestyle. We do this
responsibly, going beyond
legal requirements with our
marketing communications
and ingredient information
and offering serving sizes
that let consumers manage
their daily energy needs.

Fnd of life

Packaging plays a crucial
role but it can cause harm to
the environment if it is not
disposed of in the right way.
Providing clear guidance on
how to dispose of our
packaging, and ensuring it is
reusable, recyclable or
compostable, is key to
managing our impacts.
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Our sustainability priorities

Our sustainability framework

Governance structure policies and process

Partnerships

Protect the environment

We work hard to manage and reduce our
environmental impact, increasing environmental
efficiency in our operations and supply chain,
reducing emissions and water consumption,
and increasing circularity in our manufacturing
and packaging.

Cluster Ol

SDGs aligned to Ferrero’s strategy

1 o lcaion 12 S [ 13 S0
it | i

Technology

Source ingredients
sustainably

We aim to create a thriving supply chain that
benefits farmers and their communities, and
protects people and the environment. Responsible
sourcing is the way we do business and the way

we build our supply chains across all our categories.

The higher the risk, the stronger our level of
understanding and protection of the supply
chain needs to be.

Promote responsible

consumption

We strive to offer high-quality products
and freshness and always endeavour to
communicate responsibly.

Cluster 02

SDGs supported by Ferrero’s activities

BODDHEALTH
AND WELLBENG

e

DEGENT WORK AND

ECONOMICGRONTH

Certifications

2 NSNAA s

Empower people

We care about our 41,441 people in more than
50 countries, and aim to build a culture of trust,
respect, diversity and opportunity for all. We
believe it essential that we work at all times to
create an inclusive company culture that uses the
full range of its talents to respond to our business
priorities. We listen and respond to our people’s
views, and create a working environment where
they feel valued and able to grow.

Cluster 03 (enabler)

SDGs enabling Ferrero’s strategy

17 hivesas

&
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Our sustainability priorities (continued)

Materiality assessment issues Climate action Packaging design and the circular

e In December 2020, we set our science- economy

. _—
Climate action based carbon targets for 2030:

e Continued working on our target of designing

Product design, packaging and circularity* ~ To reduce absolute Scope 1 and 100% of our packaging to be reusable,
Water management 2 emissions by 50% from a 2018 recyclable or compostable, in our four main
- baseline with roadmap agreed. areas of action: R&D and open innovation,
We work hard to manage Industrial and food waste ~ To reduce Scope 1, 2 and 3 emissions existing packaging development and design,
and reduce our environmental Collaboration and partnership for the goals intensity by 43% from the same baseline, working with recyclers and national _
impact, increasing R working with suppliers to identify waste-management systems, and educating
environmental efficiency in our solutions. consumers.

: : e We continued working to reduce the use
operations and supply chain, e Increased our energy efficiency and of virgin plastic by using 100% recycled

reducing emissions and water SDGs contribution confirmed a central capital-expenditure content in PET bottles.
consumption and increasing programme dedicated to reducing our

vl e Continued increasing share of renewable
electricity to more than 88% globally and

Cluster2 P I ™ & 100% in Europe.
(¢ o ==
wil® e Water management

Enabler prp— e Continued water audits and plans for
most significant production sites.

@ e Water intensity decreased by around
3.8% (compared to previous FY).

. - : - Cluster 1 w0 RESPONSBLE CAMATE H
circularity in our manufacturing Iz Ll carbon footprint.
and packaging. QO

Read more about our ‘Protect the Industrial and food waste

environment’ pillar from page 17, including: e Enhancement of waste data collection
and reporting to drive further
improvements.

e Waste recovery rate continuous to
improve through better separation and
work with suppliers. Currently 11 of our
production plants reached a waste
recovery-rate higher than 99%.
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Our sustainability priorities (continued)

We aim to create a thriving
supply chain that benefits
farmers and their communities,
and protects people and the
environment. Responsible
sourcing is the way we do
business and the way we build
our supply chains across all
our categories. The higher the
risk, the stronger our level of

understanding and protection
of the supply chain needs to be.

Materiality assessment issues

Human rights in supply chains*

Biodiversity, deforestation prevention and
sustainable agriculture*

Climate action*

Animal welfare

Community livelihoods and development

Innovation and digitalisation

Collaboration and partnership for the goals

Supplier engagement and transparency

*material issues

SDGs contribution

Cluster1 Fray FE-SE 9 [FF5
Tl

Cluster 2 9 m § onwa B EIEE

HNGER ECONOMICGROWTH ONLMD

(W =

Enabler 17 Demases

FORTHEGOALS

&

Read more about our ‘Source
ingredients sustainably’ pillar from
page 36, including:

Cocoa

e In 2022, we published Ferrero’s Cocoa
Charter and Cocoa Action Plan that
highlight continued ambition for a cocoa
industry that is good for people and nature.

e In March 2022, we disclosed our 2020/2021

cocoa supply chain, as part of our
commitment to transparency on where
our cocoa comes from.

e In December 2022, we published our Cocoa
Progress Report, where we outline the
results of our global cocoa sustainability
programme.

e In January 2021, we achieved our objective
to source 100% of our cocoa through
independently managed standards.®

e Our level of traceability for cocoa is above
96%?° to farmer groups and around 89%’
to farmer level.

e More than 1/3 of our cocoa farmers are
already adopting agroforestry practices.

Hazelnuts

e Published our Hazelnut Charter, aiming
for a hazelnut industry where hazelnut
production creates value for all.

e Achieved 79% traceability in total
this year.

e Partnership with ILO across all hazelnut
sourcing regions in Turkey.

Palm oil

e Published our Palm Qil Charter, aiming
for a palm oil industry where palm oil
production creates value for all.

e Continue to meet our target to source
100% RSPO-certified sustainable palm oil
as segregated for historical brands — and
99.6% RSPO across all brands, including
the most recently acquired ones.

e Forrecently acquired brands, Thorntons
has met the same standard, while the
work for the remaining brands is ongoing.

e All Ferrero historical brands are
constantly surveyed through satellite
monitoring.

Other ingredients

e Use 100% cage-free eggs within the EU
(around 93% of our total) since 2014 and
working to achieve global commitment
by 2025.

e Source 100% cane sugar certified
by Bonsucro.

e Published our Dairy Charter.

e Working on traceability of other
ingredients like coffee, paper and dairy.

5. These standards include certification schemes like Rainforest Alliance
and Fairtrade and verified sustainability programmes of our suppliers like
Coco Horizons, Promise Cocoa Verified and Beyond Beans. The complete
list of standards we apply to our supply is publicly reported in our Cocoa
Charter and Cocoa Progress Report.

. Considering traceable to farm gate if minimum GPS waypoint available.
7. Polygon mapping to farm level.

o
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Our sustainability priorities (continued)

We strive to offer high-quality
products and freshness

and always endeavour to
communicate responsibly.

Materiality assessment issues

Nutrition, health and lifestyles*

Products and ingredients’ safety and quality*

Responsible marketing

Innovation and digitalisation

Collaboration and partnership for the goals

*material issues

SDGs contribution

Cluster 1 prTmE pF—
!ﬂi ANDPRODUCTION
Cluster2  FFTrre
ot
Enabler  FEEER

&

Read more about our ‘Promote responsible
consumption’ pillar from page 58, including,
but not limited to:

Introduction

Products and ingredients’ safety

and quality

e Maintained FSSC 22000 certifications
in our 23 plants®.

Nutrition, health and lifestyles

e Further developed our nutrition strategy,
focused on four key principles serving sizes,
high-quality ingredients, food education
and active lifestyles.

Our sustainability
progress

Our reporting

Responsible marketing

e Maintained current commitment
to responsible marketing and
communications.

8. Dueto alocal decision Alfreton maintained the BRC certification
obtaining an A grade. In August 2022 North Canton received its initial

certification audit successfully and the official FSSC 22000 certificate
was issued on 19th September 2022.
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Our sustainability priorities (continued)

We care about our 41,441
people in more than 50
countries, and aim to build a
culture of trust, respect, diversity
and opportunity for all. We
believe it essential that we work
at all times to create an inclusive
company culture that uses

the full range of its talents

to respond to our business
priorities. We listen and respond
to our people’s views, and create
a working environment where
they feel valued and able

to grow.

Materiality assessment issues

Diversity and inclusion*

Human rights in supply chains*

Collaboration and partnerships for the goals

Community livelihoods and development

Employee occupational health and safety
and wellbeing

Employee satisfaction and development

Employment and labour relations

Governance and business ethics

Innovation and digitalisation

*material issues

SDGs contribution

Cluster 1  FE™an FE=H
ﬂ'r
Cluster2  FFrWl FEEM =0

Enabler 17 Pemases

FORTHEGOALS

&

Read more about our ‘Empower people’ pillar
from page 69, including, but not limited to:

Introduction

Diversity and inclusion

e A transformed approach to D&,
engaging Ferrero employees in all
functions, countries and levels.

Human rights in supply chains

e Published our first Human Rights Report.

Employee satisfaction and

development

e A significant shift in our approach to
managing and enhancing the employee
experience.

e Maximising the use of MS Teams as
our virtual classroom for our learning
programmes.

Our sustainability Our reporting

progress

Employee occupational health

and safety and wellbeing

e A global Wellbeing programme to
promote the long-term health and
wellbeing of all employees with a key
focus on health, energy, protection
and community — flexible to local
circumstances.

e Restructuring H&S function to support
a rapidly growing organisation.

Investing in our community

e Continued social-responsibility programmes
through the Ferrero Foundation, the Michele
Ferrero Entrepreneurial Project and Kinder
Joy of moving.
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Our

sustainability
progress

Protecting the environment

Source ingredients sustainably 36

Promote responsible consumption 58

Empower our People
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Protect the
environment

How we protect the environment
Climate action

Water management

Industrial and food waste

Packaging design and

the circular economy
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How we protect the environment

We work hard to manage and
reduce our environmental impact,
increasing environmental efficiency
in our operations and supply chain,
reducing emissions and water
consumption, and increasing
circularity in our manufacturing and
packaging.

Why does it matter?

A resilient and healthy planet is crucial for
sustaining the ingredients and commodities
we depend upon. However, the consequences
of human consumption and rising demand for
energy, land and water are having a major
impact on the planet. Action on climate change
is vital for the future of society, and it connects
many areas of environmental management
across the value chain - from energy, water
and waste, to ecosystems, biodiversity and the
transition towards a circular economy.

Our environmental impact arises from our
manufacturing operations, the resources we
use for our products and packaging, and their
end-of-life management. We consider issues
such as biodiversity, packaging and the
circular economy, and climate change, as key
issues to focus our attention on as we continue
to make positive changes.

Our approach

Our strategic approach applies a precautionary
principle to managing risks and opportunities

that arise through our direct and indirect
operations, ensuring we do not harm the
environment or people.

We consider the climate impact of our
products, logistics and packaging across the
entire value chain, and focus on the areas
where we have the greatest opportunity to
achieve meaningful change. We also manage
the environmental impact of sourcing our raw
materials, as we describe in the relevant
chapter of this report.

Our key focus areas for managing the direct
and indirect impact of our operations are:

e Climate action: reducing our carbon
footprint by reducing greenhouse gas
(GHG) emissions across our operations
and value chain, and improving energy
efficiency.

Water management: using water
responsibly in our production processes,
reducing our consumption and managing
wastewater discharge.

Industrial and food waste: promoting the
transition to a circular economy, where
packaging and residuals from
manufacturing plants have value and
never become sources of pollution.
Packaging design and the circular
economy: supporting the transition to a
circular economy, where packaging never
becomes waste.

The Industrial and Supply Environmental and
Energy Policy and Supplier Code set out our
commitments to protecting the environment,

Introduction Our sustainability

progress

supported by detailed operational procedures.
Our approach includes complying with local
legislation, certifying plants, collecting and
monitoring data, and investing in technology
to reduce our operational impact.

Our plants and supply-chain logistics agree
their own plans in line with corporate
guidelines and the local situation. The Central
Direzione Operations Sustainability,
Environment and Energy (DOSEE) function
interacts with local Industrial Sustainability,
Environment and Energy (ISEE) and local
Supply Chain Development (SCD) managers
to encourage engagement, raise awareness,
increase capabilities, implement efficiency
projects and share best practices. ISEE
managers oversee local environmental and
energy management and are the focal point for
all related activities. SCD managers develop
the local supply-chain initiatives for
decarbonisation.

We support the transition to a circular
economy and are working to design our
packaging to be reusable, recyclable or
compostable. The Direzione Packaging Unit
(DPU) works on our packaging from concept to
the shelf. We use a science-based approach to
developing our packaging — identifying the
right materials to ensure our quality and safety
requirements, in a life cycle approach.

We have conducted Life Cycle Assessment
(LCA) studies for our main products, including
their packaging.

Our reporting
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Compliance and certification:
ISO 14001 and 50001 Standards

We value transparency across our operations,
and full compliance with relevant
environmental and energy laws, regulations
and site permits. To meet the above objectives
relating to environmental protection and
energy efficiency, we adopted an
environmental and energy management
system (EEnMS), based on the internationally
recognised ISO 14001 and ISO 50001
standards. By implementing the EEnNMS, we
promote the prevention of pollution, the
efficient use of all materials and natural
resources, and the continual improvement of
our environmental and energy performance.

At the end of fiscal year 2021/22, 29 sites
(including plants, two auxiliary sites in
Germany and warehouses directly managed
by the Group) were certified according to the
ISO 14001 standard, and 22 sites were
certified to the ISO 50001 standard. In
particular, we included the Alfreton (UK)
manufacturing plant in our ISO 50001
certification. We will continue extending the
certifications to new sites.

To ensure our ISO management system

constantly also meets our Group requirements,

we audit all sites regularly.

Managing the impact

of acquisitions

Since 2018, we have added nine plants

through acquisition, and are working to

include them within the scope of our
reporting. Our current scope includes

23 industrial plants and warehouses

directly managed by Ferrero!. Packaging

KPIs refer to the same scope of reporting

with the addition of North Canton plant.

You can find the full list of manufacturing

plants on page 7.

1. The following plants are currently excluded from the
scope of our environmental reporting: Cameroon —
Yaoundé 2005 (Ferrero), US — North Canton 2017
(Fannie May), Louisville 2019 (acquired from
Kellogg's), Florence 2019 (Kellogg's), Augusta 2019
(Kellogg's), Chicago 2019 (Kellogg’s), Spain — Alzira

2019 (ICFC), Italy — Castel d’Ario 2019 (ICFC), UK -
Halstead 2020 (Eat Natural).

2. Ferrero public statement. '

In addition, we audit all industrial plants
periodically to verify compliance with the
four-pillar standard of the SEDEX Members
Ethical Trade Audit approach, covering: labour
standards, health and safety, environment,
and business ethics. This uses best-practice
ethical audit techniques, enabling auditors to
conduct high-quality audits that encompass
all aspects of responsible business practice.

Introduction

Our sustainability

ISO 14001 & ISO 50001
certified sites

North
America

Brantford

San José de
Iturbide

Frankin Park
Bloomington

Somerset
(copacker)

South
America

La Pastora

Pocos de
Caldas

Quito

service units)

progress
Africa
Walkerville
Europe
Alba Cork
Pozzuolo Villers-Ecalles
Martesana Arlon
Sant’/Angelo  Alfreton
dei Lombardi .
Monticello
Balvano (Warehouse)
Belsk Ternat 1 &
Stadtallendorf Ternat2
(plant+2 (Warehouse)

Our reporting

Australia
Lithgow

ISO 14001
certified sites

Asia
Hangzhou
Manisa
Vladimir?

Baramati
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Climate action

Climate change poses an increasing
risk along our entire value chain. We
have been involved in climate action
for decades, and are accelerating
our efforts, using science-based
targets to reduce our impact. In
addition, energy efficiency is
fundamental to achieving our
carbon-reduction goals and key to
our responsible consumption of
natural resources.

GHG emissions

As a global business in the food and beverage
industry, we play an important role in helping

meet the goals of the Paris Agreement to limit
average global temperatures.

In 2020, we announced a new set of science-
based commitments for 2030, which the
Science Based Targets initiative (SBTi)
validated in December of that year:

e Reduce Scope 1 and 2 emissions by 50%
from a 2018 base year.

e Reduce Scope 1, 2 and 3 emissions
intensity by 43% per tonne of product
produced, from a 2018 base year.

To achieve the first target, we developed a
detailed plan to reduce emissions from our
plants, warehouses and main offices. This
focuses mainly on measures such as increasing
energy efficiency and shifting to renewable
energy. Our plan is based on a method and will
evolve as local changes (for example,
developments in government policy and local
availability of renewable energy) influence
how we fulfil our commitments.

A method for reducing

emissions

Reducing Scope 1 and 2 emissions by 50%
by 20303 is not just a promise. We have a
plan to achieve it. Decarbonising our
industrial activities requires an in-depth
analysis of all available solutions (energy
efficiency, biofuels, electrification) and how
we can best apply these, rethinking how we
operate our factories.

Working with specialists, we have
developed a rigorous decarbonisation plan
based on technological interventions,
structured at both corporate level and
factory level.

o At the higher level, our Corporate
Climate Change Roadmap makes it
possible to identify the main ways to
decarbonise all our industrial plants,
defining differentiated targets and
strategies for each of them.

o At factory level, site-specific studies for
each production facility come into play.

The decarbonisation programme for each
factory follows three subsequent steps:

Introduction

Ol Initiation:

This aims to identify the best decarbonisation
strategy for the facility by analysing the plant’s
configuration, energy balance, utilities and
distribution networks, and simulating potential
ways to decarbonise. On-site walk-throughs
collect accurate information and check the
feasibility of any proposed interventions.

02 Planning:

This stage includes defining measurement
campaigns, and collecting and analysing
additional data to refine the previous plans,

Initiation
Alfreton (UK)
Pocos de Caldas (Brazil)
Stadtallendorf (Germany)
Arlon (Belgium)
Cork (Ireland)
Villers-Ecalles (France)
Alba (Italy)
Belsk (Poland)
Pozzuolo Martesana (Italy)

Brantford (Canada)

Starting in 2022/23

Balvano (ltaly)

S.Angelo dei Lombardi (Italy) Starting in 2022/23

Our sustainability
progress

Our reporting

both technically and financially. It involves
reviewing technologies, energy providers
and other suppliers.

03 Execution:

The third step is implementation, covering
design, authorisation, purchasing and
commissioning.

The entire process can last from three to
five years and is underway for several
production plants.

3. From a 2018 base year.

Planning Execution
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Case study

Pocos de Caldas
decarbonisation
project

Considering the abundance of renewable
electricity and the convenient ratio
between electricity and natural gas prices
in Brazil, Pogos de Caldas was selected

as the first Ferrero plant to implement the
strategy to electrify the heat. It means
replacing the traditional natural-gas
boilers that produce steam and hot water,
with electric boilers and heat pumps, which
can produce the same energy in a more
efficient way, as well as using renewable
electricity. In addition, an electric roaster
replaces a traditional gas roaster. Once
completed this will allow the site to save
about 2,900 tCO,eq Scope 1 a year (about
95% of the current figure). Despite this,
the initial reduction is small compared to
the whole target, but it is an important
pilot as we can then extend the strategy
to other plants.

2,900....

GHG Scope 1 emissions saved per year

Following the electric roaster, in November
2022, the first two heat pumps have been
installed, to replace two natural gas boilers to
produce hot water for the factory process.
The second step of the project has been
approved and started, and this includes a
high-pressure steam-electric boiler, a
photovoltaic plant to increase on-site
renewable electricity production, and
upgrading the electrical connection to allow
renewable electricity from the grid. The third
and final stage will include two more heat
pumps for hot water and another electric
boiler to produce medium-pressure steam.

Pocos de Caldas, Brazil

Before the decarbonisation process

Gas Oven @ 20
@ 65%
g ®

Gas
Boiler
(80C Hot
Water)

After the decarbonisation process

Gas Oven

Heat

pump
(75C Hot
Water)

Heat
pump
& (60C Hot
Water) @

Gas Roaster

- @

«——— Electricity

Gas Boilers
(steam)

005 Natural Gas

@ Electric Roaster

®

Electric Boilers
(steam)

«—— Renewable
Electricity

——— Natural Gas

PV Plant
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Climate action (continued)

To achieve our second climate target of
reducing Scope 1, 2 and 3 emissions intensity
by 43% per tonne of product produced, using
2018 as base year, we are working with our
suppliers to reduce emissions and develop
solutions with a lower carbon impact. We aim
to optimise supply-chain logistics while
supporting the continued growth in quantity
and size of shipments to the market. Our
strategy focuses on optimising the network,
decarbonising fleets and shifting to varied
freight solutions. At our distribution centres,
opportunities include renewable and efficient
energy use, and internal and network
optimisation. Our regional operations set local
reduction targets for transport and
warehousing.

We are rolling out a digitalisation project on
the full scope of our logistics activities and are
collecting information on transport and
warehousing. Through this, we aim to improve
our reporting and alignment with the Global
Logistic Emissions Council (GLEC) standard
and evaluate our efforts towards continuous
improvement.

We measure our total carbon footprint to
identify the impact of our activities and the
areas offering the greatest opportunity to
reduce our emissions.

Scope 1

To meet our 2030 target, our approach focuses
on reducing emissions from our operations,
where we have the most control. We are
investing in energy-efficient technologies,
increasing the production of on-site renewable
energy, improving energy efficiency and
aiming to use alternative sustainable fuels to
generate energy.

Scope 2

These are the indirect emissions arising from
purchased electricity, heat and steam, which
we can reduce in line with our 2030 target. We
continue to increase the amount of renewable
electricity our factories buy through green
certification mechanisms and, where feasible,
Power Purchase Agreements (PPAs).

Scope 3

These are where we have only indirect
responsibility across our value chain, including
raw materials and packaging, and account for
93% of our total carbon footprint. Because we
do not have direct control, and they involve
many stakeholders, addressing this part of our
carbon footprint is the most challenging. It will
involve rethinking products and packaging,
and engaging with suppliers in reducing
emissions. Our current focus is to understand
our suppliers’ climate commitments and
emissions, to establish a baseline for future
activities.

Climate-change decarbonisation impact
evaluations, and improvements in logistics,
require measuring and monitoring the climate
impact of all shipments made through the
value chain. During fiscal year 2021/22, we
further developed and implemented the project
to understand the impact of logistics on our
corporate carbon footprint. This applies the
GLEC Framework standard methodology
thanks to a GLEC-certified monitoring and
calculation platform (GreenRouter). The tool
demonstrates lessons to evaluate and improve
our impact on specific shipments and transport
flows — helping us to size, prioritise and
stimulate field project developments.

Introduction

Our emissions*
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* The total may not be exactly 100% due

to rounding.

** Market-based Scope 2 emissions.

*** Employee Travel - Waste and auxiliary

products — Capital goods — Leased assets
— Downstream transportation and
distribution — End-of-life treatment

of solid products.

**** Emissions are linked to production hubs
that deliver KINDER® Surprise products
to Ferrero plants, including materials,
moulds and transport of the Surprises.

Emissions* Unit FY 2019/20 FY 2020/21 FY 2021/22
GWP Emissions TOTAL (Total Scope 1 + tCO,eq 6,724,057 7,007,128 7,318,172
Scope 2 Market based + Scope 3)

GWP Scope 1 Emissions — Total emissions tCO,eq 480,351 477,071 477,243
GWP Scope 2 Emissions — Market based tCO,eq 111,144 88,599 52,256
GWP Scope 2 Emissions — Location based tCO,eq 288,391 305,683 331,049
GWP Scope 3 Emissions — Total emissions tCO,eq 6,132,562 6,441,458 6,788,673

4. The emission factors used for the GHG emissions calculation are the same as used in fiscal year 2020/2021.

What have we achieved?

Our Scope 1, 2 and 3 emissions increased to
7,318,172, while our intensity ratio has slightly
decreased to 5.02 tCO,eq per tonne produced
in fiscal year 2021/22. This is related to our
production growth of 6% and increase of

mobility intensity after the Covid-19 pandemic.

Our positive impact was due to our
decarbonisation programme and our
investment in renewable electricity. This
resulted in direct Scope 1 emissions remaining
almost constant in absolute value, while

our Scope 2 emissions significantly decreased
by 41%.
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Sustainable transport models

Specific material and product flows can be
modelled and measured for their CO,eq
emissions impact. Thanks to the availability of
detailed information on shipments by road, sea
and train, we can simulate and evaluate
specific improvements — such as increased
efficiency or use of alternative fuels — so we
can decide on network set-up, optimising
loads, and transport modes. In one case, we
were able to model transportation options for
a new product to lower the climate impact by
48%. The approach helped our stakeholders
make improvements. Generally speaking, it will
allow us to find opportunities to reduce the
carbon footprint along our supply chain in

the coming years.

Energy efficiency

Energy-efficiency projects are fundamental to
working simultaneously on climate goals and
energy-supply security. In addition, during
fiscal year 2021/22, we have seen a
progressive increase in energy costs, which
has resulted in the current energy crisis. One of
the first and best tools used to decrease the
impact of the energy crisis and mitigate its
effects has been energy efficiency. We develop
an energy-efficiency culture and spread it
through awareness, energy audits and
technical studies.

Energy efficiency in our operations

Our factories set local annual targets to
improve energy efficiency, and monitor their
results. Reducing energy consumption means
working on two fronts: making technical
changes while improving individual behaviour
and awareness. During this fiscal year we
have run many projects:

e Installing heat-recovery systems.

e Checking thermal piping insulation and
steam traps.

e Installing LED lighting.

e Replacing and improving refrigeration
and air-compressor units.

¢ Installing high-efficiency motors and
inverters.

e Fixing compressed-air leaks.

In addition, during fiscal year 2021/22 the
Alfreton plant in the UK joined the pool of
plants certified ISO 50001. This ISO
certification reinforces our training and
awareness activities, and promotes sensible
energy use and sharing of best practice
among plants.

What have we achieved?

In fiscal year 2021/22, we decreased our
energy-intensity ratio to 7.41 GJ per tonne of
product, and we confirmed a central capital
expenditure programme for reducing our
carbon footprint.

In addition, our total renewable energy
consumption resulted to 23.8%?°.

We have targeted investments towards
increasing the production of on-site renewable
energy and using alternative sustainable fuels.

This year we have commissioned a 0,25 MW
photovoltaic plant (Phase IV) at Baramati
(India) and a new 1 MW photovoltaic plant is
under completion in Stadtallendorf (Germany).
Other photovoltaic plants are expected to be
installed in the next few years at Baramati
(India), Belsk (Poland), Pogos de Caldas (Brazil)
and Alzira (Spain) with the scope to increase
the on-site renewable electricity production
across our plants.

Introduction

We extended our renewable-energy purchases

for Baramati (India) and San José (Mexico). At

the end of fiscal year 2021/22, 18 of our plants

used 100% renewable electricity from the grid,

accounting for around 92% of the electricity

we purchased for all our manufacturing sites

worldwide®.

5. Considering the manufacturing sites.

6. We considered the perimeter of 2020/2021. ICFC plants
(Alzira and Castel d’Ario) are out of the scope of this

report and not included in the 18 plants. Both plants
purchased 100% renewable electricity.

4o 18

Plants

100%

Renewable electricity from the grid

2%

Accounting for around 92% of the electricity
we purchased for all our manufacturing sites
worldwide

Our sustainability
progress

Our reporting

2021/22

2020/21 2021/22 (Manufacturing

Energy Unit (Full scope) (Full scope) plants only)
Renewable energy consumption % 23.00% 23.59% 23.79%
Purchased electric energy certified renewable % 80.22% 88.69% 92.82%
Energy intensity ratio GJ/t 7.8 7.4 7.3



http://www.ferrero.com
https://www.ferrerosustainability.com/int/sites/ferrerosustainability_int/files/2022-06/ferrero_human-rights-and-policy-statement.pdf
https://www.ferrerosustainability.com/int/en/

Ferrero Group
Sustainability Report 2022

Water management

Water sustains life, and secure
access to healthy, clean water is a
basic human right. We recognise the
importance of ensuring the
availability of water, and managing
it sustainably. We are developing our
business in a way that enables
effective water stewardship, by
ensuring our operations make
efficient use of water.

Our long-term success depends on our
responsible approach in the areas where we
source our raw materials and locate our
factories, and where our stakeholders live.
This means avoiding adverse effects on local
ecosystems and communities. While our
products are not water-intensive, our
operations require a steady supply of water
for processes such as cooling and washing.

With climate change increasing pressure on
water resources, especially in water-stressed
areas, we use water efficiently, in line with our
Group’s long-term view on water stewardship.
Our factories set local targets for water
consumption and develop projects for water-
saving and reuse.

Water consumption

We began carrying out water audits at our
plants in 2018, to identify opportunities to
improve and create efficiencies. Since then, we
have been performing water audits in our
facilities and we plan to complete the process

for the most significant production plants by
the end of next year.

Working with the Polytechnic University of
Turin in Italy, we developed a water-scarcity
risk assessment for all plants, which we have
used repeatedly, and improved to include more
detail. The assessment has been renewed for
the current year, including the new sites
acquired by the Group. Based on the last
assessment results, we identified five
production plants as high priority regarding
water scarcity.

Wastewater treatment

We guarantee the quality of the wastewater
coming from our operations through treatment
plants — either municipal or our own. In building
or upgrading our treatment plants, we apply
the best available technologies and evaluate
the possible reuse of water. In each case, we
improve washing processes, use more
ecological products, and introduce this
approach to our suppliers.

Reuse and recycling

We continue to investigate and promote
opportunities for water recycling and reuse
within our production and utilities processes.
For example, when replacing cooling towers,
a major use of water in our factories, we
evaluate options such as dry or adiabatic
technologies (where no heat is transferred)
that pre-cool incoming air and reduce water
consumption. Where we use wet-cooling
towers, we install treatments such as softening
and reverse osmosis to enable water reuse.

Case study

Water-saving
monitoring system in
the Belsk plant

The factory has launched a project to
extend and upgrade the water-use
measuring system for particular areas

in the plant. We have replaced manual
readings with a remote system, managed
24/7. This helps us detect any leaks or
malfunctions of the water installations
without delays reducing the factory’s
water consumption. Additional meters
connected to the remote system alongside
a significant reduction in boiler-room
water consumption and rainwater
collection, have allowed the plant to
reduce water consumption by about
9.2% on the previous year.

Belsk, Poland

2%

Reduced water consumption
in the Belsk Plant

Our sustainability
progress
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What have we achieved?

Our global water consumption ratio for fiscal
year 2021/22 was 3.7 m? per tonne of product.
Water intensity decreased by 3.8% from the
previous year. Our wastewater discharge for
fiscal year 2021/22 decreased 3.3% from the
previous year, mainly due to constant
improvements in our internal wastewater
treatment plants and a reduction in water
consumption.

Water consumption ratio Water consumption
m3/t m:%

FY2020/21 | FY2021/22 | FY 2021/22 FY2020/21 | FY2021/22 | FY 2021/22

Wastewalter
m?

FY2020/21 | FY 2021/22 | FY 2021/22

(Full scope) (Full scope) (Manufacturing (Full scope) (Full scope) (Manufacturing (Full scope) (Full scope) (Manufacturing
plants only) plants only) plants only)
. . = 0p = = 2 9 =

39 . . 5396500 5359626 B2BLATS 515613 | 5 000 oo
FY 2021/22
FY 2020/21 FY 2021/22  (Manufacturing
Water Unit (Full Scope) (Full Scope) plants only)
Water consumption (m3) 5,293,591 5,396,500 5,359,626
Wastewater (m3) 3,231,475 3,126,139 3,091,079
Water consumption ratio (m*h) 3.9 3.7 3.7

Our sustainability
progress
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Industrial and food waste

Waste management is a global
issue with a local impact, and with
cost implications for our business.
We adopt a circular-economy
perspective in our waste
management, considering waste
materials as valuable resources that
must maintain their value for as long
as possible. We apply the waste-
management hierarchy, preferring
prevention, reduction, reuse and
recycling in our operations.

Our main waste streams arising from industrial
activities are paper and cardboard, plastic,
and organic waste. Our production plants
cooperate with local suppliers responsible for
waste management, to seek the most
sustainable and achievable end of life and to
achieve local targets set for waste reduction.

All waste generated by our activities is
managed by authorised third parties,
complying with contractual and legislative
requirements. In addition, we are constantly
exploring new ways of using our waste
materials, working with suppliers and other
industry sectors —for example, by upgrading
waste materials to by-products with value in
other fields. Our plants, also periodically carry
out audits at our main waste-management
suppliers and encourage continuous
improvement.

To better evaluate the impact related to our
waste management, during fiscal year
2021/22 we launched a project to improve

reporting and collection of waste data, which
we will further develop during 2022/23 and
apply in the following year.

What have we achieved?

Looking only at our manufacturing sites, the
waste ratio remained stable from 68.3 kg/
tonne in FY 2020/21, to 68.2 kg/tonne in fiscal
year 2021/22. Even though the result was
negatively influenced by some events like the
temporary closure of Arlon plant (see page 60),
we were able to maintain the same efficiency
per tonne production due to the continued
improvement activities within production
plants, such as efficiency improvements on
production lines and increased reuse of
wooden pallets and cardboard, as well as
upcycle previous waste materials into by-
products, where local legislation allowed us.

One of the main negative influences was due
to the extraordinary elimination of products in
the Arlon plant. In some cases, local legislation
allowed us to upcycle previous waste materials
into by-products.

Our waste-recovery rate kept improving. We
achieved this through better waste segregation
at our plants and by working with suppliers

to find more-sustainable treatment solutions.
11 of our production plants reached a waste-
recovery rate higher than 99%: Baramati
(India), Bloomington (USA), Cork (Ireland),
Hangzhou (China), Manisa (Turkey), Villers-
Ecalles (France), Alfreton (UK), Arlon (Belgium),
Pocos de Caldas (Brazil), Quito (Ecuador),
Stadtallendorf (Germany).
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Waste production ratio Total waste Percentage of recovered waste
kg/t t %
FY2020/21 | FY2021/22 | FY2021/22 FY2020/21 | FY 202122 | FY2021/22 FY2020/21 | FY2021/22 | FY2021/22
(Full scope) (Full scope) (Manufacturing (Full scope) (Full scope) (Manufacturing (Full scope) (Full scope) (Manufacturing
plants only) plants only) plants only)
69.7 69.6 < 101,348 96.7 97.6 98.1
68.2 95722 99,374
FY 2021/22
FY 2020/21 FY 2021/22  (Manufacturing
Waste Unit (Full Scope) (Full Scope) plants only)
Total waste t 95,722 101,348 99,374
Percentage of recovered waste % 96.7 97.6 98.1
Waste production ratio kg/t 69.7 69.6 68.2
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Case study

Circular economy
projectin the
Alba plant

Requalifying coffee residue, historically

managed as waste, is one of the first

circular economy projects developed by

the Alba plant. Working with an external

partner, we have identified the possibility

of mixing our processing waste with a

polymeric matrix, to create a new raw Alba, Italy
material for bioplastic items.

The project, which started formally in
February 2022, will guarantee the
reduction of around 500 tonnes of waste
a year. Given the seasonality of the coffee
roasting function, we have already
achieved a reduction of 118 tonnes

of waste in the year 2021/22.

tonnes l l 8[01]1]68

Guaranteed reduction Woaste reduction 2021/22
of waste a year
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Packaging design and the

circular economy

The contribution we can make
through packaging is key to reducing
the impact of our products and our
Company have on the environment.
We are conscious of the impact we
may have on the planet, and we
address our consumers’ expectations
regarding sustainable packaging,
safety and quality of our products.

Our ambition, and the most important
challenge for packaging today, is to increase
the circularity of the materials we use,
considering other relevant aspects — we aim
to optimise our packaging material volumes,
minimise the use of resources, and reduce
the overall carbon footprint and food waste.
To better contribute to packaging circularity,
we are focusing on designing (and, where
necessary, on re-designing) all of our
packaging to be recyclable, reusable or
compostable. We currently stand at 88.5%
of this target. Additionally, we are working
to reduce the use of virgin plastic by 10%” and
to boost the use of post-consumer recycled
content in plastic packaging, toward

a 12%@ goal for overall plastic packaging.

Ferrero has faced unexpected and
extraordinary challenges during the past
months, including, among other constraints,
shortages of raw materials and packaging
equipment components. On top of this, we note
that the infrastructure necessary to handle
waste as a resource is still underdeveloped or at
an early stage in several areas of the world®.

Specifically:

e Countries with low volumes of
mismanaged packaging waste, and
advanced waste management systems
(those having mandatory Extended
Producer Responsibility schemes, EPR).

e Countries with low volumes of mismanaged
packaging waste, but less advanced waste
management systems (those having
emerging, limited or voluntary EPR).

e Countries with high volumes of
mismanaged packaging waste and
limited/no waste management systems
(those having no, or limited, EPR).

Even in jurisdictions with mandatory EPR

schemes, with advanced waste-management

systems, the capacity of collecting, sorting and

recycling is not sufficient to meet market or

value chain needs. From this year onwards, we

will be disclosing the percentage of packaging

already designed for recycling (designed and

manufactured according to existing design-

for-recycling guidelines?©).

7. 10% by weight versus our 2019/20 baseline.

8. 12% by weight on the 2025/26 plastic packaging overall
volume.

9. Ellen MacArthur Foundation, Flexible packaging:

The urgent actions needed to deliver circular economy
solutions.

10. E.g. Golden Design Rules, coordinated by the Consumer
Goods Forum. Design guidelines developed by
RecyClass, the Association of Plastics Recyclers,
CEFLEX and 4evergreen, where we are active
contributors in technical committees.

Our sustainability
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Partnerships and collaborations
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In collaborations with: waste
Ellen MacArthur Foundation (EMF), Ellen MacArthur Foundation (EMF), management
Consumer Goods Forum and the Flexible Packaging Initiative (FPI), systems

Consumer Goods Forum and The
Recycling Partnership

Holy Grail 2.0 project, Perfect
Sorting Consortium and The
Recycling Partnership

Circular Plastics Alliance

@ Consumer Goods Forum, Association
of Plastics Recyclers (APR), CEFLEX,
RecyClass, 4evergreen
European Brands Association (AIM),
working on harmonisation of waste
disposal instructions
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Our roadmap for sustainable
packaging

While there are positive improvements in
circularity, change is taking longer than
expected due to the complexity of the current
systems. The Ellen MacArthur Foundation’s
(EMF) Global Commitment 2022 Progress
Report!! showed that the signatories have
achieved good progress on recyclability,
reusability and compostability, as well as on
plastic recycled content, which doubled in the
last three years. For some specific packaging
formats, unprecedented efforts must still be
made towards full circularity. For instance,
we focus on thermoformed polyethylene
terephthalate (PET) and flexible packaging.
Itis not due to a lack of ambition, but merely
a consequence of the complexity and effort
required to disrupt a well-established linear
economy, optimised over past decades.

We remain committed to all our packaging
goals. Our investment plan is in place and
progressing. We have updated projects that
are on track to meet our commitments as well
as projects where waste-management
infrastructure is essential to achieve the goals.
With innovation, redesign, partnerships and
collaborations, and advocacy for efficient
country EPR schemes, we have identified clear
steps to 2025 and beyond. We have selected
our partners accordingly to fill the gaps in our
packaging circularity.

11. The Global Commitment 2022.
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Main milestones in Ferrero’s sustainability packaging

2019

October 2019, Ferrero made a bold
commitment to more-sustainable
packaging and signed the Global
Commitment for a New Plastics Economy
with the EMF. The main objective was to
make all packaging recyclable or
compostable “reusable in practice and
scale” by 2025.

2021

Aligned with the overall commitment signed
in 2019, Ferrero reinforced its position in
2021, by signing the CGF Golden Design
Rules with focus on plastic packaging. The
design for recycling (D4R) concept was
introduced as precursor of recyclability
happening in practice and at scale.

Designing packaging to be recyclable, as a
new metric to measure progress, is quite
important, as it enables companies to show
progress on efforts taken to better design
their packaging that is not immediately
reflected in recyclability “in practice and

at scale”.

2022

As noted in the EMF 2022 Global Progress
Report, most signatories of the Global
Commitment for the New Plastics Economy
are facing challenges and some of the key
targets are not likely to be met by 2025.
These challenges also apply to Ferrero as a
signatory to the Global Commitment.

This is why Ferrero currently works both on the
design of packaging to be recyclable, reusable
or compostable, and at the same time to
support the acceleration of infrastructure
development by partnering with value-chain
partners and advocating for efficient country
EPR schemes, and supporting the vision of a
legally binding Global Plastic Treaty. This is
ultimately to reach the objective in practice
and scale, but in the meantime, progress is
also tracked through the D4R approach.

2022

Ferrero reporting on progress towards
designing all packaging to be
reusable, recyclable or compostable

For more information:

The EMF Global Commitment for a New
Plastics Economy

F Golden Design Rul

The EMF 2922 Global Progress Report
UN Global Plastic Treaty

2021

Ferrero commitment to reduce the use
of virgin plastic and to boost the use
of post-consumer recycled content in
plastic packaging

2019

Ferrero commitment to make all
packaging recyclable, reusable or
compostable by 2025
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Packaging design and the circular economy

(continued)

Ferrero believes it is possible to achieve
significant results by 2025 and shape our
collective ambitions for the full transition to a
circular economy. In the past years, we have
consistently invested in new packaging lines,
several new pack trials across our plants, and
collaborations with suppliers to fine-tune
design or equipment to allow industrialisation.
Since 2019, for our most important projects,
we have:

e performed around 250 tests in our plants
to assess the functionality of new pack
designs and identify the final solutions
to industrialised.

e engaged and collaborated with more than
20 raw-material suppliers or packaging
producers on new R&D streams,
strengthening supplier relations.

o tested more than 15,000 km of flexible
packaging to fit designed-for-recycling
structures in existing packaging
production lines.

e developed and tested more than 100 new
pack design options to find the ones that
best meet requirements for transparency,
quality and mechanical performance for
new Rocher boxes.

e reduced 3,800 tonnes of plastic with our
new pack designs.

We have also consistently applied the design-
for-recycling principles to our packaging. As an
outstanding example, the new Ferrero Rocher
24-piece gift boxes will be made of rigid
polypropylene (PP) (easier to recycle compared
to previous material) using 40% less plastic
than the previous box, with a design aligned

to the main design guidelines.

We are directly involved in supporting the
change we want, taking action both within
(e.g. designing or redesigning our packs), and
outside of packaging design, working with
value-chain partners to improve recycling,
and advocating with policy makers to create
the enabling conditions for the right EPR
schemes to fund collection, sorting and
recycling of packaging.

We are currently developing projects that
will allow us to explore opportunities beyond
recycling, such as looking at ways to reduce
pressure on the system and reduce leakage
in places where “in practice and at scale”
may be a longer-term reality.

Introduction

Our sustainability

Our reporting
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Our roadmap to 2025 & beyond

R&D and
open innovation:

Ol

Innovation has an important role to play
along the entire value chain: from the
materials we choose, to the end of life for
packaging. Our R&D teams and leading-
edge suppliers are developing the ideas and
technology to help us address the issues, and
we will continue to invest in opportunities to
improve our packaging circularity. We are
looking to develop improved materials, to use
recycled content in plastic packaging, to
explore and test new compostable materials
as well as paper-based packaging with
barrier properties.

(® Read the case study on page 31

Educating consumers for
a successful transition to a
circular economy and to
eliminate waste:

Using the power of our brands to share
knowledge and tools, offering recycling tips,
upcycling opportunities and clear end-of-
life information on recyclability or
compostability or reusability of our
packaging.

(® Read the case study on page 34

Existing packaging
development and redesign:

02

Evolving our packaging to be designed for
recyclability, compostability and reusability
through alternative materials and
packaging redesign.

(® Read the case study on page 33

Working with recyclers
and national waste
management systems:

Developing solutions for hard-to-recycle
materials and looking into opportunities to
use packaging waste as a resource.

(® Read the case study on page 33
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R&D and open innovation

Recycled content in plastic packaging
Ferrero has set an ambitious target to use
100% rPET in the Estathé bottles range.

We have identified recycled resins meeting the
necessary quality and safety requirements,
which also fulfil our stringent guidelines and
perform on industrial lines.

Thanks to the use of rPET, Estathe reduces the
use of virgin PET by more than 3,200 tonnes
per year (considering 33 cl, 40 cland 1.5 PET
bottles) and further supports the circularity of
PET bottles.

See more

Introduction

Recycled plastic challenge

The low availability of high-quality post-
consumer recycled plastics safe for use in
food packaging is a major limit to larger-
scale implementation of circularity in
reducing plastic and virgin materials.
Mechanical recycling is currently the most
common way to recycle plastic. However,
not all plastics recycled in this way meet
quality requirements for closed-loop
applications: i.e. from packaging to
packaging.

The most common and well established
closed-loop recycling system for food-
contact plastics is PET used in beverage
bottles. We use 100% recycled PET (rPET)
in our Estathé range!? promoting circularity
of this valuable material. We cannot do the
same for other applications as not all of the
recycled plastics are able to meet food-
safety standards. Nonetheless, alternative
recycling technologies to mechanical
recycling may help. Pyrolysis and
depolymerisation processes are often

classified under the definition of chemical
recycling (also called advanced recycling®3).
These processes can support the use of
post-consumer recycled plastic back into
food-contact applications. We are exploring
this opportunity and working with relevant
stakeholders on these complementary
recycling methods. We endorse the CGF
Vision for Advanced Recycling in a Circular
Economy for Plastics'* and confirm our
interest in the development of credible, safe
and environmentally sound chemical
recycling infrastructure. As an example, we
are piloting the use of chemically recycled
PP (rPP) in our Tic Tac boxes.

The post-consumer recycled plastic
obtained from chemical recycling is
allocated through a mass-balance
approach: this means both virgin (fossil or
bio-based) and recycled feedstock are fed
into the plastic production process, keeping
track of the individual input quantities. The
proportion of recycled raw materials used

Our sustainability
progress

Our reporting

in the production of the plastic material can
then be mathematically allocated to final
product through a certification scheme. The
mass-balance approach is the same as the
well-known methodology used within the
energy sector for electricity coming from
renewable sources.

The mass-balance approach is a crucial
bridge from linear to circular economy for
plastic. It helps us support sustainable
sourcing of recycled or renewable raw
material and save virgin resources.

12. Caps and label are not made of PET and do not
contain recycled plastics.

13. The terms ‘chemical recycling’, ‘advanced recycling’,
‘advanced chemical recycling’ and ‘enhanced
recycling’ are interchangeable.

14. PW-Chemical-Recycling-Vision-and-Principles-
Paper-July-2022.pdf (theconsumergoodsforum.com)
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Packaging design and the circular economy
(continued)

In 2022, the Ferrero Cork plant achieved ISCC
PLUS certification®® to pilot the mass-balance
approach for recycled plastic from chemical
recycling.

The International Sustainability and Carbon
Certification (ISCC) is the system Ferrero, as
well as other companies, uses for certifying
recycled materials obtained through the
mass-balance approach. The ISCC chain-of-
custody certification approach implies that
every element along the supply chain is either
ISCC certified or ISCC licensed. The scheme
offers transparent traceability across the entire
supply chain and allows us to trace the
proportion of recycled raw materials to the
final plastic component. This allows us to
measure the proportion of recycled materials
in support of our claims.

Our first pilot in chemically recycled plastic from
mass-balance adoption in plastic packaging is
with the Tic Tac brand. Tic Tac is using 50%
recycled plastic (based on mass balance) for the
Tic Tac 200-pill box in our Cork plant.

See more

15. ISCC Works Towards a Sustainable World.
16. Ellen MacArthur Foundation, Elexibl kaging:

The urgent actions needed to deliver circular economy
solutions.

17. Our mono-material films are in line with the Ceflex
design for circular economy guidelines (The Circular
Economy for Flexible Packaging (CEFLEX) initiative
https://guidelines.ceflex.eu/resources/).

18. Figures based on January-December 2021 volumes
of K. Brioss, K. Colazione Pil, K. Pan e Cioc e K. Délice.
See more info here.

Existing packaging development

and redesign

We continue to follow the evolution of sorting
and recycling infrastructure and technology, to
build in-depth knowledge and hands-on
experience about how design can make an
impact on our packaging circularity. Since
2019, we have reached some important
targets on rigid plastics as well as in flexible
packaging.

In September 2021, Ferrero Rocher launched
new eco-designed PP boxes. Once
implemented across the entire Ferrero Rocher
portfolio, the new box design will save an
estimated 10,000 tonnes of plastic.

Flexible packaging, on the other hand, is
generally linked to low recycling and high
leakage rates. These elements contribute to
classifying flexible packaging as the most
challenging market segment to address on
the journey towards a circular economy

for plastics?®.

In this context, we contribute to the circularity
of packaging through eco-design: flexible films
were redesigned, moving from non-recyclable
multi-material to mono-material structures,
following to the most recognised design-for-
recycling guidelines?’.

We have now designed more than 120,000 km
of flexible films to be recyclable, following this
approach. Examples are the flexible films used
for Tronky, Kinder Cards and Kinder Happy
Hippo. This enables the recycling process,
where infrastructures for collection, sorting
and recycling already exists.

We are approaching paper-based flexible
packaging, where this provides improvements
in the collection and recycling rate, as well as a
saving in virgin plastic. For instance, the Kinder
bakery range, including Kinder Délice and
Kinder Brioss in Italy, has moved to a paper-
based external wrapper. The packaging is
designed for recycling in standard paper
recycling mills and allows a yearly plastic
reduction of 300 tonnes?é.
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Flexible Packaging
Initiative as part of
our strategy to fill
in gaps in film
circularity.

Ferrero recently joined the Elexible
Packaging Initiative, where the six brand
owners have agreed to increase
investment and provide support for a
series of public policy interventions to
accelerate the transition toward a circular
economy for flexible packaging across
Europe.

Participants to the initiative are committed
to working with partners and governmental
bodies to improve infrastructure and go
beyond individual packaging design efforts,
by providing concrete proposals to help
enable effective collection, improved
sorting and innovative recycling of flexible

packaging across Europe.

Circularity of flexible packaging needs
complementary technologies to be further
developed and the mass-balance
approach as a bridge from a linear to a
circular system.

CO Flexible Packaging Initiative

Diiving a Gircular Economy for Fiexible Fackaging in Europe:

v

Even where infrastructure for collection, sorting
and recycling is not fully developed, it is crucial to
have flexible films that are technically recyclable,
that is, designed according to design-for-
recycling guidelines. This will ensure these films
can enter a waste-management system, feeding
a valuable mono-material stream, as soon as the
collection infrastructure is in place.

To be part of the change, we have recently
joined the Flexible Packaging Initiative (FPI)
to further focus on the need for action on this
circularity gap.

Partnering with recyclers and
national waste-management

systems:

To support waste-management improvements
proactively, we are investing in R&D projects
with peers to upgrade current sorting and
recycling technologies. In detail, we collaborate
with brand owners, researchers and
technicians to:

1. develop artificial intelligence (Al) models to
enhance the efficiency of the sorting process

2. update and improve sorting and recycling
technologies for plastic packaging.

Perfect Sorting and The Recycling
Partnership projects to boost circularity
of plastic packaging

The need to improve sorting of packaging for
better quality and increased quantities is part
of the Ferrero vision and strategy to boost the
availability of high-quality recycled plastics.
Circularity of plastic packaging is developing
at different speeds and with different
geographical coverage. We're focusing on
different areas with a dedicated approach.

Introduction

In Europe, Ferrero is a founding member of the
Perfect Sorting consortium,!® together with
other eight brand owners, an independent ‘test
and research’ centre and two universities. The
project aims to improve sorting of packaging
waste by using Al. The goal is to develop an Al
decision model to detect, identify and classify
packaging beyond the current sorting streams.
An Al decision model can help properly
separate post-consumer waste, such as food
and non-food packaging, and allow recycled
raw materials to meet the specifications
required to be used again for food-grade
applications within a circular economy. These
steps are necessary for recycling flexible,
multi-material packaging. Collaboration
among peers and organisations along the
value chain, and across regions, is key to
dealing with common challenges. The Perfect
Sorting Consortium aims to make the Al
decision model widely available for use in
sorting plants in Europe in the coming years.

Our sustainability
progress

Our reporting

In May 2022, Ferrero joined The Recycling
Partnership in an effort to increase recycling
access and collection, legislative advocacy,
consumer research and education, analytic
tools with the national database and
infrastructure investment in the United States.
Within the partnership, we have joined the
Polypropylene Recycling Coalition to take the
lead in boosting rigid PP packaging collection
and recycling.

The coalition focuses on increasing education
and access for people to recycle rigid PP
packaging through kerb-side collection
programmes, ensuring more recycling
processing facilities can sort the material
successfully, and stimulating a robust end-
market of high-quality recycled polypropylene
for reuse in packaging.

Since the launch of the Polypropylene
Recycling Coalition, in 2020, its grants have
proven highly successful at rapidly affecting
the recycling system. The Coalition has
awarded multiple grants, improving PP
recycling for nearly 8% of all US households
and improving recycling for 20 million people
in the United States?®.

19. Perfect Sorting Consortium: Assessing the future of

packaging waste sorting (ntcp.nl
20. Polypropylene Recycling Codlition
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Packaging design and the circular economy

(continued)

F.ducating consumers for a
successful transition to a

circular economy

Consumers play a key role in improving
circularity of packaging, so we:

1. strive to inform them about packaging
materials and how to sort them correctly

2. aim to play a relevant and educational role
in sharing knowledge and tools, so everyone
can contribute to the transition towards a
circular economy.

In this context, our end-use labels clearly
inform consumers about which material the
packaging is made of, so it can be easily
collected after use.

Digitalisation

Ferrero consumers can find sorting information
directly on our packaging or on our website.
We are carrying out Kinder QR code pilots in
Italy, France and Germany. Other Kinder
products will soon use QR codes for customers
to access specific sorting instructions
according to the local waste-management
system. We are always evaluating whether to
join similar existing projects in other regions.

Kinder QR code for
Kinder Chocolate

Engaging our employees

Ferrero employees are part of our
environmental commitment. Ferrero Germany
has developed a digital tool to communicate
information about its packaging and other
environmental commitments within the
company.

The content, easily available on a phone app,
reflects three key building blocks of Ferrero’s
environmental commitment: packaging;

CO, and climate; and waste and water
management. The tool provides our German
colleagues with compact, easy-to-understand
answers to ten central questions in each case.
It has been available to all Ferrero employees
in Germany since November 2022.

Introduction

Packaging materials we use

Our packaging portfolio contains many
different materials, as each material and each
packaging element has specific performance
and functions to fulfil.

Flexible plastic

Flexible films are among the best-performing
packaging materials for light weight and food
protection. We are proceeding with our plans
to design them to be recyclable according to
design-for-recycling guidelines, eliminating
non-recyclable material combinations and
problematic components, or considering the
use of paper-based materials, where these
offer better performance (less plastic use or
acceptance in the paper recycling stream).

Rigid plastic

We are working on specific opportunities
identified for each resin group: increasing the
recycled content in PET bottles, improving
recyclability as we move away from hard-to-
recycle resins to more recyclable alternatives,
replacing mixed plastics, and running sorting
tests to assess sorting of opaque and small
packaging, as well as the impacts of sleeves,
labels or adhesives. Also in this case, aligning
with design-for-recycling guidelines is always
a key enabler for the circularity of plastic
packaging.

Paper and board

We aim to maximise the use of recycled paper
wherever possible. For safety and quality
reasons, we adopt virgin-fibre materials for
primary packaging. Our sourcing strategy
ensures our virgin paper and cardboard comes
only from well-managed sources. Paper-based
packaging is increasingly used as an
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alternative to existing packaging (such as
flexibles): we are considering the use of
paper-based packaging in place of plastic or
aluminium, where the paper-based options
offer reliable performance. Alignment with
design-for-recycling guidelines?! is always a
key enabler for the circularity of paper-based
packaging.

Glass
Glass jars and bottles are designed to be >
circular. We work with suppliers to track the
amount of recycled glass yearly used in our
jars and bottles. On the basis of this data, we 34
can begin estimating the recycled content used
in our glass packaging, reaching 35%?2? for
glass jars.

<

Metals

Metal packaging is typically the first material
fraction to be sorted for recycling, in the
so-called light fraction?. For Estathe cans we
use aluminium that has very high recycling
rates and at the same time allows to use high
recycled content, supporting an overall
reduction of environmental impacts throughout
the value chain.

Others

This category includes various elements such

as wooden pallets, labels, composite material

packaging, and other items. For these
elements, we have specific projects to achieve
recyclability, reusability and compostability,
where relevant.

21. E.g. Golden Design Rules (from Consumer Goods Forum)
and guidelines developed by RecyClass, APR, CEFLEX,
4evergreen, where we are active contributors in
technical committees.

22. By weight.
23. Plastics, metals and drinking cartons.
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In the fiscal years 2019/20%* and 2020/21%, we
included in our disclosures the volumes of
packaging used in new plants? that were the
result of completed acquisitions of new
factories and full integration in ways of
working and data-management systems.

Other more-recent acquisitions will be included
in this remit in the coming years. As a
consequence, our total plastic packaging
volume is likely to increase, compared to a
baseline year of 2019/20, when we considered
fewer plants in our calculations. We will
monitor our progress towards our reduction
targets, taking into consideration a constant
specification, to maintain consistency with the
initial baseline.

What have we achieved?

We continue working to reduce the use of
virgin plastic by using 100% recycled content
in PET bottles.

In fiscal year 2021/22 a new metric to measure
sustainability packaging progress was
introduced. Packaging designed to be
recyclable enables Ferrero to show progress
on efforts taken to better design our packaging
that is not immediately considered as
recyclable ‘in practice and at scale’.

24. Bloomington (US) and Franklin Park (US).

25. North Canton (US).

26. North Canton (US), Bloomington (US)
and Franklin Park (US).

Introduction Our sustainability Our reporting
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Materials used for packaging applications
(2021/22)

17.3%
Rigid
plastic

39.8%

Paper & board

34.6%

Glass

(Extended scope)??

FY 2020/21 FY 2021/22
Percentage of recycled materials in packaging 35.4% 35.4%
Renewable materials in packaging 39.6% 40.2%
Recyclable, reusable or compostable packaging?® 83.1% 83.2%
Packaging designed to be recyclable?® not tracked 88.5%
Recycled content in plastic packaging? 4.0% 4.3%

27. Dataincludes North Canton (US), Bloomington (US) and Franklin Park (US).

28. 100% by weight goal by 2025, for the overall packaging volume.
29. 12% by weight goal by 2025, for the plastic packaging volume.
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How we source ingredients sustainably

We aim to create a thriving supply chain that benefits farmers and
their communities, and protects people and the environment.

Why does it matter?

Sourcing safe, high-quality ingredients
responsibly and transparently is important for
our products and for our stakeholders. The
business benefits of this are clear —it helps
ensure the quality we are looking to reflect

in the product, reduces risks and improves
innovation in our supply chains. It also benefits
the farmers, communities and landscapes we
source from, by improving livelihoods and
financial resilience, and by addressing issues
such as child labour and deforestation.

Our approach

Responsible sourcing is a key aspect of the
way we do business and the way we build our
supply chains —itis a non-negotiable
requirement. We have built strong due
diligence and supplier-management practices,
traceability and transparency throughout the
supply chain, certification and standards,
partnerships and collaboration, these last two
being deeply rooted in our business culture.

We take a four-steps approach — the higher the
risk, the stronger our level of understanding
and protection of the supply chain needs to be.
We cover each of our raw materials categories
with a protection level based on its level of risk.
All our suppliers undergo a risk assessment
and, as such, a minimum level of due diligence.
We invest in mitigation programmes for
higher-risk categories to improve sustainability
farming and production standards.

Four Steps approach

HIGH RISK

such as raw and packaging materials, follow
strict sustainability standards. For example,
RSPO™ for palm oil, independently managed
standards like Rainforest Alliance and
Fairtrade for cocoa, FSC® and PEFC™ for virgin
paper, or Bonsucro for cane sugar. When we
decide to apply a standard, we always aim for
full coverage of our supply chain.

When these efforts are not enough, we invest
directly. Our partnerships with Save the
Children in Ivory Coast and Ghana, ILO in
Turkey, and Earthworm in South-East Asia, are
clear signs we are selecting strategic partners
to make a positive difference to our supply
chains.

Supplier risk management and due
diligence

Supplier risk management helps us measure,
improve and assess supplier practices. It
includes analysing risks and opportunities,
ensuring compliance, running improvement
activities and building capability. Our strict
due-diligence approach requires suppliers to
adhere to our Supplier Code. It has six steps,
which apply to all our suppliers:

e Ferrero Supplier Code acknowledgement.
e Prioritisation, to identify major risks based
on ESG-risk scoring.

On top of the due diligence, we can trace most Supplier risk P ) Sutpplier GSSUI’_OﬁnCEtS (ed.g. :jsos‘cci)ther
our relevant raw materials back to their origin. management Standards %’ z:rzgizzi?;z;z_l c Franaaresan
Palm oil and cocoa, for example, dr? mostly and due and Mitigation @ | o Supplier assessment (EcoVadis,
F\;%Csf‘;?'ti:oc‘;ﬁgg:zsp\'sgtf;g;o;rzgﬁ’;;n diligence certifications = programmes [ gggéﬁ?&?&?nt Questionnaire,

Q .
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How we source ingredients

sustainably (continued)

e Verification and audit, to monitor and
mitigate high-risk issues.

e Consequence management, to address
issues directly with our suppliers.

The Supplier Code applies to all our spending
categories and covers three pillars: human
rights and social practices; environmental
protection and sustainability; and supplier
transparency. It defines our minimum
requirements and expectations, and every
supplier must acknowledge it as a condition of
working with us. The Supplier Code also fully
reflects our Human Rights Policy Statement.
Depending on the risks identified in step two
above, we may ask suppliers to provide certain
assurances, standards or certifications, or
undergo third-party audits or other
assessments to ensure they are operating in
line with our requirements. Every month, the
Procurement Leadership Team meets to
discuss all the non-compliances (the
Responsible Sourcing Committee is chaired by
the Group Procurement and HCo Officer) to
address the issues at the highest levels directly
with our suppliers. Issues discussed may
include agreement on corrective action plans,
exception management where necessary,
companies’ policies mutual recognition, or
suspension of a supplier.

In July 2020, we began to prioritise and assess
all suppliers using this approach. We sent our
Supplier Code and an assurance questionnaire
to all prioritised suppliers, to collect adopted

certifications and standards. By August 2022,
we had enrolled around 7,000 suppliers, and
we plan to have covered our whole active
supplier base (around 21,500 suppliers) in the
coming years. In addition, about 1,500
suppliers undergo an annual risk-assessment
process which is the base for our supplier
scoring, and potentially for audits and
consequence management.

We maintain a transparent and accessible
grievance mechanism. We provide a round-
the-clock Integrity Helpline, managed by a
third party. We can investigate grievances
beyond the physical supply chain, and we
inform all parties involved of the outcomes.

Supply-chain visibility

Traceability is an essential building block of a
fair and sustainable supply chain. We can
meet our commitments for quality and
responsibility only if we know where our raw
materials originate from and how they were
produced. We obtain our raw materials from a
multitude of smallholder farmers, and we need
to identify and understand the issues they
face, to be able to provide the right support.
We expect our suppliers to support this
commitment by being open about their

activities and those of their own supply chains.

Introduction

Farmer mapping is a tool for improving the
traceability of raw materials like cocoa, palm
oil and hazelnuts. Knowing the location and
size of each farm makes it possible to trace
raw materials to the farm-gate level, so we can
target any necessary interventions. Better
information, data and monitoring also help us
support sustainable livelihoods and prevent
risks such as deforestation, child labour and
forced labour.

In 2020, we made a tremendous effort to
enhance our traceability levels through
different tools and technologies (e.g. digital
mapping, satellite monitoring), especially for
cocod, palm oil and hazelnuts. In 2022/23, we
are planning to extend our successful mapping
initiatives to the wood and coffee supply
chains, as we are welcoming the new EU
regulation on deforestation-free products.

Standards and certifications

Certification schemes, where available,
provide third-party assurance that suppliers
are meeting specific traceability requirements
and sustainability standards set by
independent bodies.

In addition, we are developing Commodity
Charters that cover requirements in our main
categories. In 2021, we published our Hazelnut
Charter and Palm Oil Charter and, in January
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2022, our Cocoa Charter. These charters set
out the minimum requirements our suppliers
must meet, alongside the Supplier Code and
due-diligence process, and define the
certifications and standards we require for
each category. They also include the level of
traceability we aim for, specifying our adopted
methodology and technology. The Charters
also outline the commitments we are prepared
to make to further improve conditions, with a
three-year plan where we report our progress

publicly.

Mitigation programmes through
partnerships and collaboration

Because the challenges faced in different
supply chains are deep-rooted and complex,
we work with NGOs, scientists, universities,
local and national authorities, peer companies,
industry bodies, suppliers and other
stakeholders to achieve our ambitions and
enhance the resilience of our supply chains.
When we decide that due diligence,
traceability and standards are not enough to
improve the quality, we invest directly with
trusted partners to make an impact on the
ground. You can read more about these
partnerships in the following sections.
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Case study

Due diligence
roll-out

Between 2020 and 2022, we introduced
our first suppliers’ due diligence, with the
results of our efforts as follows:

Over 7,000 suppliers have already
acknowledged the Supplier Code.
We have collected around 1,000 supplier
assurances.

We have performed more than 1,000
supplier assessments.

We have performed around 100 field
suppliers’ due-diligence audits.

The Responsible Sourcing Committee
has discussed around 70 cases of
supplier consequence management.

These results are extremely important as
they show that with a solid process in
place, we can encourage compliance in
each sector we operate and, ultimately,
enhance the standards of the supply
chains we source from. In the few cases of
non-compliance, we put the relationship
with the partner on hold. In many cases,
our partners have thanked us for helping
them prepare for the upcoming mandatory
European due-diligence regulation, which
often translates into better health and

safety conditions, more attention to
recruiting practices, fairer labour
conditions, more attention on poor waste
management and more control of their
own supply chains.

7,000

suppliers acknowledged
the Supplier Code

1LOOO

supplier assessments
performed
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Ferrero’s Raw Material Charters,
Supplier Code of Conduct and
Human Rights Policy Statement

Cocoa Charter

Palm Oil Charter
Hazelnut Charter

Dairy Charter

Supplier Code of Conduct
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Cocoa

Cocoa is a fundamental ingredient in
our products. Our distinctive sourcing
approach is based on our promise of
quality to consumers, as well as our
ambition for a cocoa industry that'’s
good for people and nature.

A challenging context

Ivory Coast and Ghana, two neighbouring
countries in West Africa, together account

for about 65% of global cocoa production,
produced by about 2 million mainly smallholder
farmers. We source most of our cocoa from
these two countries, complemented by Nigeria,
Cameroon, Ecuador and Colombia. The
challenges in the cocoa supply chain,
especially in West Africa, are complex. Many
farmers live in poverty, which is one of the root
causes of other systemic issues, including child
labour, forced labour and deforestation.

Breaking the poverty cycle and supporting
farmers in making cocoa farming a profitable
and sustainable business is key to improving
livelihoods. But to be successful, we need a
smart mix of initiatives, including those aimed
atincreasing farmers’ resilience to climate
change, empowering women, providing
children access to good education, and holistic
community development programmes.

No stakeholder can solve these complex issues
alone. We are therefore collaborating closely
with industry, government, civil society

and others to address agricultural, social,
environmental and business issues in cocoa
farming.

Our distinctive sourcing approach

At Ferrero, we do not simply buy materials,

we manage and nurture our supply chains.

As stated in our Cocoa Charter, published in
early 2022, our ambition is to be a driving force
in the cocoa sector where:

e Production creates value for all.

e We improve the livelihoods of smallholders
and farming communities.

e We respect children’s rights.

e We protect the environment and enhance
it through sustainable agricultural
practices.

Our activity along our supply chain as part of
the four pillars of our Cocoa Charter is closely
linked and part of an integrated, holistic
approach. We also have a strong focus beyond
our own supply chain, through our active
engagement in various multi-stakeholder
platforms and collective initiatives.

We are a long-standing member of the World
Cocoa Foundation (WCF) and the International
Cocoa Initiative (ICl). We are also a founding
member of the Cocoa & Forests Initiative (CFl),
which aims to tackle deforestation and land
degradation in Ivory Coast and Ghana. The CFI
model is considered by many stakeholders

as a best practice for collective action.

Ferrero is also one of the partners of the Child
Learning and Education Facility (CLEF) —a
public-private partnership between the Ivorian
government, industry and donors that through
an innovative approach aims to provide
children in cocoa-growing communities in
Ivory Coast access to quality education.

Introduction

For us, a key priority is to know who and where
our suppliers source our cocoa from, and the
conditions it is produced under. This supply
chain visibility is essential, to assess if there
are any non-compliances we need to address,
or actions we need to take to improve
conditions. Our distinctive sourcing approach
puts us in a strong position to achieve this.

In 2021/22, we sourced about 70% of our
cocoa as cocoa beans and processed them
in-house for products like Nutella. The beans
we buy are physically traceable, also known
as ‘segregated’, which means we know which

Cocoa Charter
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farmers produced them. This high level of
traceability is further strengthened through
long-term relationships with our direct
suppliers and with farmer groups, and by
requiring our suppliers to polygon map the
farms of the farmers they get our beans from.

In 2021/22, we sourced 82% of our entire
cocoa volume from Ferrero-dedicated farmer
groups we support through our sustainability
programme. Of these, 80% have been in our
cocoa supply chain for three years or more,
and 15% for six years or more. This is
important, as improving conditions takes time.

FERRERO

0l

Sustainable livelihoods

Ferrero committing
to support cocoa farmers

Farmers receiving
targeted support to
improve cocoa farming
and diversify income

02

Human rights and social
practices

Ferrero committing to
provide children joyful
growth

Community Development
programmes and woman
empowerment activities

to protect children’s rights

03

Environmental
protection

Ferrero committing to
help end deforestation
and promote biodiversity

Farmers supported
to apply agroforestry
systems in our value chain

04

Traceability, risk
assessment and