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Zoom guidance and requests

v

* Please update your Zoom name to include your full

name with your organization in parenthesis. v Participants (5)
. X Rename
» Please introduce yourself in the chat box and tell T
us where you are joining from. o Enter new name here: " Edit Profile Picture
Full Name (Company/Organization) |
* Please type your questions into the Q&A box. Cancel | | Rename | & [

+ Please note that this meeting is being recorded.
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Anti-Trust Statement

Textile Exchange convenes the textile community and values
diversity of views, expertise, opinions, backgrounds, and
experiences. It is expected that members of this community will
collaborate by sharing ideas, information, and resources of
publicly available information only and avoid discussions on
price, strategic plans or other private and sensitive information.
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In no more than 3 words, tell us what are you hoping
for from today's session?

education
connecting

connection

secure organic cotton
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motivation

next step

explore

organic
sourcing in-conversion understanding diversity

brand support

understanding ..,

information

resources
inconversation

knowledge
i learning § =

avare

improvement technique
sourcing list
sourcing in-conversion ¢

sourcing model ideas market premium volatility
. news >
where is the source =
inspiration new ideas 'y
<
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OUR MISSION

Textile Exchange inspires and equips people to accelerate adoption of preferred materials in the textile value chain.
We focus on carbon reduction, soil health, water and biodiversityas part of our holistic approach to drive positive

impact for the entire industry.

OUR VISION

W e envision a global textile industry that protects and restores the environment, while enhancing lives. By 2030 we
aspire to guide the textile industry to reduce GHG emissions (CO2 equivalents) by 45% froma 2020 baseline.

OUR STRATEGY

Our strategy is to accelerate climate actionin the textile industry by providing trusted data and reporting, market-based
solutions, and a community that can do what no single company or organization can do alone.
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CLIMATE®

TextileExchange e VISION 2030

Textile Exchange’s strategic intent over the next 10 years is to
be a driving force for urgent climate action in textile fiber and
materials production, specifically:

Enabling and guiding the textile industry to reduce GHG emissions
(CO2 equivalents) 45% by 2030 in the pre-spinning phase of textile
fiber and materials production.

Amplifying positive impacts in soil health, water, +biodiversity.
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Platform for Collective Action & Incubator for Great Ideas

» Aglobal stakeholder platform that supports and brings together the
organic cotton community to be inspired, mobilized, and equipped to act

* Annual Global OCRT Summit
« Regional OCRT Summits held throughout the year

« 14 OCRT Summits held since first established in 2012, involving over
1,500 people from across the sector and the globe

 The OCRT has catalyzed and incubated a number of initiatives including
the Organic Cotton Accelerator, Chetna Coalition, aboutorganiccotton.org,
OCRT Innovation Award, OCRT HUB, Organic Cotton Producer Directory.

* OCRT e-Learning series launched in 2021.




Today’s agenda

 Organic Cotton Sourcing Models across the world

« Case Studies:
« OBEPAB
« Chetna Coalition (ChetCo)
« Organic Cotton Accelerator
* bioRe Tanzania

* Q&A Session
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\Would you approach sourcing organic or in-conversion M Mentimeter
cotton in a different way than you would approach
sourcing other types of cotton?

32

Yes

Maybe

de (3
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How open would you be to trying a new approach if you M Mertimeter
could see a clear benefit to your business?

‘ Somewhat open - we would consider changing our model
if there was a clear benefit

Very open - we're actively looking for new approaches to
i nversion cotto

sourcing organic and in-co
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Organic Cotton Sourcing Models
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Want vs Need: Business for everyone

Manufactures Brands/Retailer

1) Committed customers 1) Supply Security
2) Value sharing 2) Consistent Quality and

: : pricing
3) Risksharing 3) Product integrity

Farmers (Individual/group)
1) Committed buyers
2) Afair price
3) Affordable finances

4) Protection against an
unpredictable market

5) Trade, not AID

4) Assurance of product 4) Assurance that farmers
Integrity are benefiting

5) Cleartargets for 5) Reliable information &
sustainability data.

Consumer
- Driving force
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A GUIDE TO WHAT IS RIGHT FOR YOU

SME MEDIUM-LARGE LARGE COLLABORATION TIMELINE

BRAND/RETAILER

(Small volumes) (Average volumes) (Signiﬁcant volumes)
oo | e | tow [Longsriem

PRIVATE SECTOR/SOCIAL ENTERPRISE

PUBLIC SECTOR/CIVIL SOCIETY

ENABLERS

ORGANIC COTTON ACCELERATOR
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Model I: Direct sourcing

NEGOTIATION AND AGREEMENT BETWEEN BRAND AND SUPPLIER TO INCREASE TRANSPARENCY AND SECURE PRICE AND TERMS OF TRADE

(a) Spinner-Centric Model

SPINNER-CENTRIC MODEL - ADVANTAGES & DISADVANTAGES

ADVANTAGES DISADVANTAGES

» Security in supply/demand » Human resource intensive

« Control of supply process back to yarn » Warehouse, inventory, and insurance cost

« Agreed price and quality of yarn » GMO testing on yarn (the brand has to ask the

» Chain of Custody records from spinner spinner for GMO test reports from the farm through
(potentially back to fiber) to the yarn stage)

» Traceability only to spinning level (the brand needs
to rely on the spinner for integrity and sharing of the
price differential to the PG and ginner)

DIRECT SOURCING (SPINNER CENTRIC) - MODEL ATTRIBUTES

Securing supply Farm price transparency

Early demand signaling Risk and reward sharing
Agreement brand - spinner Pre-financing
Guaranteed uptake Leveraging access to financial services
CSR/ Community investment

KPI data collection and monitoring

Quality control management

Open book costing

Pricing mechanism in place

Farm capacity building/input credits

Consumer engagement
Supporting Fair Trade certification

NEONNRNRNN
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(b) Producer-Centric Model

PRODUCER-CENTRIC MODEL - ADVANTAGES & DISADVANTAGES

ADVANTAGES DISADVANTAGES

« Security of supply/demand « Human resource intensive

« Control of supply process back to fiber » Warehouse, inventory, and insurance costs
» Agreed price and quality of fiber » Ownership and responsibility for fiber

» GMO testing is carried out on seed cotton and fiber
» Open costing and traceability back to farm

« Transparency in price differential paid to farmer

» Chain of Custody records back to fiber

DIRECT SOURCING (PRODUCER CENTRIC)- MODEL ATTRIBUTES

Securing supply Farm price transparency

Early demand signaling Risk and reward sharing
Agreements with fiber producers/gin Pre-financing
Guaranteed uptake Leveraging access to finandial services
Quality control management CSR/ Community investment
Open book costing KPI data collection and monitoring
Pricing mechanism in place

Farm capacity building/input credits

Consumer engagement
Supporting Fair Trade certification
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ModelII: Special Purpose Vehicles

JOINT VENTURE BETWEEN COMPANIES WITH A COMMON GOAL TO LEVERAGE EFFICIENCIES, SCALE, AND BUSINESS BENEFITS

SPECIAL PURPOSE VEHICLES & DISADVANTAGES

ADVANTAGES

« Security of supply/demand

« Control of supply process back to fiber
« Agreed price and quality of fiber

» Quality control and price transparency

+ GMO testing can be carried out
as part of the agreement

« Open costing and traceability back to farm
« Transparency in price differential paid to farmer
« Chain of Custody records back to fiber

» Risk management and potential incorporation
of lenders/financial institutions

« Power to leverage finance

Open book costing ]
Pricing mechanismin place %
Farm capacity building/input credits V]

TextileExchange

DISADVANTAGES
» Costly to setup
« Involves an element of risk taking

» Requires strong business knowledge and skills
» Warehouse, inventory, and insurance costs

Bank Financing
Government Subsidy
Logistical arrangements

KPI data collection and monitoring
Consumer engagement
Supporting Fair Trade certification

oo
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Brand
A 4
Cut Make Trim
(M)
N
] « Aggregation of supply
Knitt .
V\?;af;: « Economies of scale
« Efficient financing
Mill « Reduced risk
« Collaboration with
. local governments and/or
Gin financial institutions
Aggregator
Farm
Farmer Organization
€— Fiber Price

Aggregator pools seed cotton or fiber - can be a cooperative

or legal entity, ginner, spinner, etc.




Model III: Cluster Partnerships

PUBLIC AND PRIVATE SECTOR COLLABORATION TO SUPPORT LONG-TERM BUSINESS SUSTAINABILITY AND STABILITY WITHIN SUPPLY NETWORKS

CLUSTER PARTNERSHIPS - ADVANTAGES & DISADVANTAGES

ADVANTAGES

» Security of supply/demand

« Control of supply process back to fiber

« Agreed price and quality of fiber

» Quality control and price transparency

« GMO testing can be carried out as part of the agreement
» Whole sector investment/ collaboration

« Information sharing leveraged through technology platform
« Open costing and traceability back to farm

« Transparency in price differential paid to farmer

« Farm level KPI collection

» Power to leverage finances

TextileExchange
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Brand ]
CMT
DISADVANTAGES
» Significant investment upfront Knitter/Weaver
wn c
« Potential for dependency on g B }
investor(s) o 3 Mill —
‘ € a
» Requires whole sector agreement g < G
and co-ordination £ % "
=
» Considerable risk management é 2
and change management Aggregator*
requirements
Farm
DIS/ADVANTAGE
» Requires long-term buying . U
Commitments armer Urganization

CLUSTER PARTNERSHIPS - MODEL ATTRIBUTES

® Integrated & centralized:
® Information Technology
® Brand Management
® Production Management
® Certification & Audit
® Sales & Distribution

Securing supply Farm price transparency

Early demand signaling Risk and reward sharing
Agreements with spinners or ginners Pre-financing

Guaranteed uptake Leveraging access to financial services

Quality control management CSR/ Community investment

Open book costing KPI data collection and monitoring
Pricing mechanism in place

Farm capacity building/input credits

Consumer engagement
Supporting Fair Trade certification
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Model IV: Collaborative Communities

ALLIANCES WITHIN A SUPPLY NETWORK COMMITTED TO BEST PRACTICE AND A COMMON PURPOSE

N N / Brand \

COLLABORATIVE COMMUNITIES - ADVANTAGES & DISADVANTAGES Brand Brand
ADVANTAGES DISADVANTAGES E
I =
« Security of supply/demand » Human resource intensive %0 E
: ) ) : cs— § cMT CMT cMT
« Agreed price and quality of fiber » Warehouse, inventory, and insurance costs £ <
» Quality control and price transparency » Considerable risk management and change g E
« GMO testing can be carried out management skills required ﬁ g Knitter/ : “Knitter/ : : “Knitter/ :
a a
as part of the agreement a b Weaver ! Weaver_ ' 1 Weaver 1
o e
« Open costing and traceability back to farm =2 E
. c
« Transparency in price differential paid to farmer S = e
i / p I . E— & Mill oMl Mill
» Smaller companies can reach economies E 5 - -
1= i
of scale through aggregated demand S 5
« Traceability back to farm z 42 rm - NNgp s - ;
= o
» Farm level KPI collection EH— =& ! Gin !
& o 1 1
« Power to leverage finances 5 = ' .
- : :
= ' '
1S 1 1
g —> ! | Producer Group | !
COLLABORATIVE COMMUNITIES - MODEL ATTRIBUTES e i I !
Securing supply V] Farm price transparency | =
N . . > F
Early demand signaling V] Risk and reward sharing | &
Agreements with spinners or ginners V] Pre-financing | el G el el
Guaranteed uptake | Leveraging access to financial services ] e Farmers are part of a producer group
Quality control management | CSR/ Community investment | ® Producer group leases/contracts a gin
) ) . ® Producer group needs to have an open-accounting system
Open book costing | KPI data collection and monitoring ] ® Demand is aggregated at brand level (or CMT if that is the supply chain decision
.. hanism in ol IZ IZ maker) and committed ahead of time at an agreed price
Pricing mechanism in place Consumer engagement ® Aggregated committed demand can be used for pre-financing
‘ Farm capacity building/input credits ™M Supporting Fair Trade certification | ® Each supply chain can maintain its existing players. Some supply chain parties

are not part of the Alliance.
&— Fiber Demand <€— Fiber Price



Flexible Pricing Mechanism Split Differential Pricing Mechanism

o _ o Standard Pricing Split Differentials Pricing
Standard Pricing Flexible Pricing
Brand
Brand [ ® Manage purchase of seed
[ cotton & cost of ginning
® Priced set at reference price + X% CMT and spinning
CMT ® |deally a minimum floor price would | ® Segregates seed cotton,
i lint & differentials price
I be established Knitter/ o P .
Knitter/ ® The minimum floor price should Weaver Fix purchase quantity & price
\Weaver consist of cost of production and | ¢ Advance purchase & payment
T services to pre-finance seed cotton
Mill ® Cost of lint travels through
Mill usb 3.11/ [ the supply chain & the
kg yarn . e el s .
| . USD 1.90/ USD 1.70/ dlf;fZLe;t:alr:udwectly paid to
n kg lint kg lint P group
Gin |
l Producer usbo.s0/  +  USD0.20/
Prod Organization kg seed cotton kg seed cotton
roducer
o usoxe/ o Differential inclusive of:
Organization kg seed cotton Organic differential
Reference price + X% Local market price difference

Certification & testing cost
Administration charges
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India trading models

&— Fiber Price

|
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Farmer Integrated Sourcing

Brand

CMT

Knitter/Weaver

Mill

Gin

Aggregator

Farmers

Seed Cotton
=~ USD 0.91/kg

Fiber = USD 2.06/kg -+

® Farms are organized in three ways: farmer owned, producer associations or cooperatives.
® Trading models are applicable across each of the farm organizations irrespective of how it is organized.
® Farmer Organization may be NGO supported.
® Farmer Organization may own or lease gin.

Trader Model Conventional Sourcing Nominated Sourcing Direct Sourcing
Brand Brand r- Brand Brand
1
S N
=]
5, 8
N4 g! 4 o
=N [T}
= =
o =
CMT CMT =X cMT 3 cMT
5, 5
= o
N2 £, N4 =
= . S
Knitter/Weaver Knitter/Weaver 2 : Knitter/Weaver _a Knitter/Weaver
S b=
I ]
N o A 4 o
) E! ) is
Mill Mill 2! Mill 2 Mill
w c
al D
cl Y
N/ S I A
I
Trader Gin - Gin Gin
A4
Gin
\|/ 4 A\ 4 A4
Producer
Group Farmer Coop
4 A 4
Farmers Farmers Farmers
Farmer Owned Producer Association Cooperative
Farmer Organization




It's all about ‘right-sourcing & engagement’
strategy

Brand A Brand B
Advance commitment Open market

Product Brand A Brand B diff
Ne 30 Combed Knitting yarn Cotton Organic Cotton Organic Cotton
3.60 USD/kg 4.5 USD/kg 6.2 USD/Kg 37%
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A tea talk with

Alice Dos Santos Jaskiran Warrik Marco Paul Rhett Godfrey Davo Simplice Vodouhe
Organic Cotton Program Director, South Asia Co-CEO Co-founder Coordinator

Senior Coordinator Organic Cotton Accelerator | bioRe Tanzania | Tanzania Chetna Coalition | OBEPAB| Benin
Textile Exchange | France The Netherlands USA
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Q&A
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After joining this webinar, how likely are you to consider M et
new models for sourcing organic cotton?

More likely

éess likely

Just ﬁ likely

Strongly disagree
Strongly agree

(L)
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M Mentimeter

\What would you like to hear more about next?

How to source in conversion cotton. more specific regional options that are closest to Regenerative organic farming
manufacturing

More on price mechanisms How to source from a retailer/brand perspective
will there be shortage of organic cotton after the
next harvest?

how to source this kind of sustainable cotton is there any visibility of organic cotton booking by
brands in TE platform? if not how they monitor &
Regenerative Agriculture will overtake Organic help brands & farmers? the demand canbe
cotton? created inorganically!

8
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M Mentimeter

What would you like to hear more about next?

Prices of different type of organic cottons, feed Case studies or live interaction with stakeholders
stock of different type of organic cottons, more of various supply chain model stakeholders
regional overviews

excited |

How to set up an MoU with a producer
Regenrative agriculture organisation.

[T =)
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One word to sum up how you're feeling at the end o

today’s session

~ learning
very nice fruitful

““motivated

mofivafed to learn more

formeq
iﬂﬁrmed

N

o .Q
E B ~understanding
+  Elots of info
5 =
—_ Q
o

f M Mentimeter
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Contact us at OCRT @textileexchange.org

—/ |

W
Sarah Liesl Truscott Amish Gosai  Silvio Moraes Sandra Silvére Leonard Rui Fontoura
Compson Materials South Asia Ambassador, Marquardt Tovignan Mtama Senior
Organic Strategy Manager Latin America ~ Ambassador, Ambassador,A  Ambassador,E  Manager for
Cotton Director & the United States frica ast Africa Cotton Strategy
Ambassador Caribbean
and Liaison

Alice Dos LisaBarsley ~ Omir Suner Atila Ertem Evonne Tan Jun Zhao Lazare Yombi Matilda
Santos Project Assistant, Ambassador, Data Ambassador, C Ambassador, Donaldson
Organic Cotton Manager EMENA & EMENA & Management & hina West Africa Organic Cotton
Program Central Asia Central Asia China Strategy Program

Coordinator Director Coordinator
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Thank you
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