e
-
O
Q
O,

A
O
)




Contents

n A Message from the CEO n Year in Review: The Better Cotton |dentity

Year in Review: Farmer Centricity Closing on Our 2020 Strategy

Field and Market Results

Launching Our 2030 Strategy

Field Results: 2020-21 Season A Multi-Stakeholder Commitment

2020-21 Season Data Year in Review: Climate Action

Better Cotton Programme: Highlights and Challenges Governance and the Better Cotton Council

2010-21 Annual Data Financials

Market Results: Membership Donors and Partners

Market Results: Sourcing Outlook to 2022

Annex 1: Better Cotton Global Reach Data

The Changing Legislative Landscape and Member Claims

Year in Review: Traceability

Cover Photo: Farm Worker, India.
© Better Cotton/Vibhor Yadav.




Photo: Alan McClay © Jay Louvion

A Message from the CEO

We can all agree that 20271 was a challenging year,
amid the Covid-19 pandemic, and growing climate
and biodiversity challenges. However, we remained
steadfast in our commitment and purpose to
promote more sustainable cotton production. Of the
year's many highlights, I'm proud to share that the
Better Cotton programme continued to grow and
deliver impact where it mattered most, and as of
2021, we can say that Better Cotton is mainstream
— representing more than 20% of global cotton
production.

Building on this achievement, we're moving ahead
with our ambitions to deepen our impact on the
ground. We have continued to collaborate with our
stakeholders to finalise and launch our new 2030
Strategy, focusing on ensuring absolute relevance for
farmers, raising field performance, and introducing
traceability. As part of our ambitious strategy, we
launched the first of five impact targets: to reduce
the GHG emissions of Better Cotton by 50% by 2030.
This is supported by our new Climate Approach. We
plan to release four further impact targets — focused
on soil health, farmer livelihoods, gender equality and
pesticide use — by 2023.

We continued to invest in improving our systems

and our ways of working, namely with the launch of
the revision of the Better Cotton Principles & Criteria.
We're determined to help farmers and farm workers
to thrive, and this starts with understanding their
challenges. The revision will strengthen the Principles
& Criteria to ensure they continue to meet farmer
needs and best practice, are effective and locally

relevant, and align with our 2030 Strategy. They also
serve to demonstrate how Better Cotton contributes
to science-based targets and the climate goals of our
members and the wider cotton supply chain.

We remained steadfast
in our commitment and
purpose to promote
more sustainable cotton
production.

Long-term, we are committed to Better Cotton
becoming traceable, and throughout 2021 we worked
closely with members representing retailers, brands,
suppliers and manufacturers to understand how

we can best help the industry deliver what is now
becoming a business-critical requirement. Together,
we will test viable, fit-for-purpose traceability
solutions, forging a collective pathway to systemic
change.

Results are vital to demonstrating progress, and

I'm delighted that in the 2020-217 cotton season,
Better Cotton worked with nearly 60 partners to
deliver training to 2.9 million farmers in 26 countries.
Of those, more than 2.2 million licensed farmers
produced 4.7 million tonnes of Better Cotton - with
the first harvests of Better Cotton taking place in
Greece and Egypt. Our programme also reached an
estimated one million additional individuals, including
co-farmers, workers and sharecroppers, who also

benefitted from support and training. To better
highlight farmers’ performance in implementing more
sustainable practices and to illustrate how the Better
Cotton programme delivers impact, last year we
published our first Impact Report.

The value that Better Cotton creates is reflected in
our expanding membership. We now have more than
2,400 members, spanning 63 countries — all working
towards a shared goal. In particular, our Retailer and
Brand Members increased their sustainable sourcing
efforts, and in 2021 they sourced 2.5 million tonnes
of Better Cotton — accounting for 10% of global
cotton production — indicating a real and growing
market demand for more sustainable cotton.

You will have seen that we also launched our new
brand identity in 2021, and we are excited to head
into our next decade with a completely new look and
known simply and boldly as Better Cotton.

| would like to thank all our members, partners,
farmers, farm workers, donors and everyone involved
in the Better Cotton network, as well as the whole
Better Cotton team, for their continued passion and
determination in a challenging year. | look forward

to sharing our progress as we strive to fulfil our
ambitions.

Alan McClay
Chief Executive Officer, Better Cotton

This years Annual Report aligns with Swiss GAAP
reporting requirements.




This Annual Report provides a reflection on the 2020-21 cotton season and 2021
calendar year, highlighting field, market and organisational successes, challenges
and opportunities. The report also contains key financial and governance
information, aligned with Swiss GAAP reporting requirements.

Better Cotton is ISEAL Code Compliant. That means our system,
including our assurance programme, has been independently
CODE evaluated against ISEAL's Codes of Good Practice. For more

COMPLIANT information, see isealalliance.org.
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Year in Review: Farmer Centricity

Ensuring Farmers Are at the Heart of Everything We Do

Without farmers, there would be no Better Cotton. Farmers
and farm workers are fundamental to Better Cotton's work,
and in the more than ten years since Better Cotton began,
our programme has reached millions of farmers, workers
and farming communities around the world.

However, as we play our part in improving the sustainability
of agriculture, we must continuously evaluate whether our
approach is truly designed from the perspective of farmers.
We must consider every aspect of our systems, services
and tools to make sure they continue to be designed
primarily for the benefit of farming communities.

That's why, in 2021, we invested time and resources into
better understanding what farmers need and want, whether
Better Cotton is delivering on this, and how we can further
improve our offering for farmers and their communities.

Firstly, we launched our 2030 Strategy. This will drive
how we approach our strategic aims, including our
ambition to enhance the wellbeing and economic
development of cotton farmers. Our capacity building
will become more farmer-centric, better adapted to
farmers’ expressed needs and designed to equip them
to continuously improve their farming practices. Socially
and economically, we will strive to improve the lives and
livelihoods of cotton farmers, farm workers and their
communities.

In 2021, we also conducted farmer-centricity’ research
among 100 farmers in Gujurat and Telangana, India,
seeking to understand everything from farmers’ daily

challenges and needs to their valued information sources,
and best practice for learning and knowledge-sharing. We
wanted to get a better understanding of what a Better
Cotton Farmer’s life is really like — how confident they
feel in addressing farming challenges, and how well
Better Cotton enables them to do this.

We will strive to improve
the lives and livelihoods
of cotton farmers, :
farm workers and their
communities.

For example, we found that most of those surveyed are
dependent on cotton farming as their primary source of
income, spending an average of 52 hours farming every
week. Cultivating crops is becoming harder and a third may
farm less in the future. In particular, climate change, water
scarcity, volatile prices and costly inputs are all common
challenges. It is also clear that in-person capacity building
Is vital, particularly to reach female and marginalised
farmers, and that demonstration plots and field visits are
crucial for supporting farmers to implement new practices
— these will continue to be priority areas for our on-the-
ground teams.

Additionally, we surveyed nearly 200 Field Facilitators
and Producer Unit Managers in three countries — Turkey,

Pakistan and Mozambique. We wanted to understand
their experience of working with farmers, their motivation,
how they spend their time, how they are supported by
Programme Partners, and how this could be improved.
We can see that our knowledgeable and motivated Field
Facilitators are making a great difference on the ground,
forging lasting and valuable connections to the farming
communities where they work. However, they still come
across some resistance to change from farmers, and they
spend a relatively significant amount of time travelling and
collecting data. Low salaries present challenges in some
regions, and women Field Facilitators can experience
additional challenges. These are all areas that we are
tackling as we move forward.

All of this work will help to inform the ongoing revision of
the Better Cotton Principles & Criteria and the finalisation of
our remaining 2030 targets. Launched in October 2021, the
revision of the Principles & Criteria will help to ensure that
our Standard continues to reflect best practice, leverages
the latest research, and supports our ambitions to drive
fleld-level change at the scale we need to achieve our
strategy.

We know we cannot tackle all of these challenges
alone, and collaboration within the sector is vital to
driving change. To help cotton farmers earn a decent
living, for example, we are also engaging in the Living
Income Community of Practice. Through this alliance,
we are collaborating with multiple organisations to
learn more about the living income gap in cotton and
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develop our approach to monitoring and analysing

this information, so that we can improve how we
support farmers’ livelihoods. This kind of cross-sectoral
collaboration will feature increasingly in our work

Through our research and data collection, we see that
Better Cotton training is working. We have already licensed
over 2.2 million farmers including small, medium and

large farms in more than 20 countries, and a fifth of global
cotton is now grown and sold as Better Cotton. Building on
our existing efforts to help farmers continuously improve
their farming practices, we will ensure that our capacity
building becomes ever more focused on and tailored to
farmers’ expressed needs. We will strive to offer the best
support possible to farmers on their sustainability journeys,
and improve the lives and livelihoods of everyone involved
in farming Better Cotton - farmers, farm workers and their
communities.




Field and Market Results
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Field Results: 2020-21 Season

2020-21 was a difficult season for producers due to the Covid-19
pandemic. To overcome some of the challenges caused by lockdowns
and travel restrictions, we adopted a hybrid model for capacity building,
utilising social media platforms to reach out to farmers and farming
communities. We also developed extensive information, education and
communication materials suitable for remote trainings, and worked
closely with scientists and agronomic experts who supported in
delivering trainings and consultations to farming groups.”

Vishnu Patel | Workflow Manager, AFPRO - Better Cotton Programme Partner, India.

The Better Cotton programme and our network of on-the- Of the 2.9 million (2,919,724) participating farmers,

ground partners and field staff continues to grow, reaching more than 2.2 million (2,249,506) in 24 countries?

more and more farmers and farming communities each year. received a Better Cotton licence and produced 4.7 million
(4,692,809) tonnes of Better Cotton.

In the 2020-21 cotton season, we worked with close

to 60 partner organisations to deliver training on more This represents around 20% of global cotton production.
sustainable farming practices to over 2.9 million farmers However, this is a 25% decrease on 2019-20 season

in 26 countries. Through our programme, we reached an production volumes, due to a variety of factors, including
estimated one million additional individuals, including co- weather variations, changes in the Better Cotton
farmers, sharecroppers, and business partners, who also programme, market conditions and socio-political
receive support and training delivered by Better Cotton's challenges.

Programme Partners'.

Direct Better Cotton Standard Countries: 12
China, Egypt, India, Kazakhstan, Madagascar, Mali, Mozambique, Pakistan, South Africa, Tajikistan, Turkey, United States.

Benchmarked Standard Countries: 14
Australia, Brazil, Greece, Israel, CmiA (Benin, Burkina Faso, Cameroon, Chad?, Cote d'lvoire, Ghana, Mozambique®, Nigeria, Tanzania, Uganda, Zambia).

' Implementing Partners are now referred to as Programme Partners.

2 Excluding Madagascar and Chad, where there was a programme but no licensed farmers and therefore no Better Cotton produced.

3 The Chad programme did not fully meet the threshold in place for AbTF recognition, therefore farmers from Chad are counted only as
participating but not licensed.

4+ Mozambique is only counted once.

Million

Participating Farmers

Better Cotton was grown The Better Cotton programme
in 24 countries. in India had the largest reach

- with more than 1 million
participating farmers.

DVN
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Brazil, India
& Pakistan

Brazil, India and Pakistan
produced the largest
volumes of Better Cotton.
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Better Cotton Programme:
Highlights and Challenges

Mr. Mdrcio Portocarrero | Executive Director, ABRAPA - Better Cotton Strategic Partner, Brazil.

Highlights Challenges

Thanks to favourable growing conditions, in the 2020-21 cotton season, - Difficulties in Mali caused by an internal boycott — due to a decline in the
production of Better Cotton increased in Australia, Kazakhstan, Mozambique seed cotton price and an increase in input costs — led to a decrease in cotton
and Tajikistan. production.

The first harvest of Better Cotton took place in Egypt, with 1,000 tonnes

of Better Cotton grown by 1,500 licensed farmers. We forecast increased
production for the 2021-22 season, as the programme expands. Egypt officially
became a Better Cotton programme country in May 2020.

There was no Better Cotton grown in Madagascar in the 2020-21 season as
the only Producer Unit (a group of farmers) in the country did not meet the
core requirements of the Better Cotton Principles & Criteria and therefore did
not receive a Better Cotton licence. The programme in Madagascar will be

In Greece, the first harvest of Better Cotton took place and 11 licensed farmers discontinued from the 2021-22 season.

produced 23,000 tonnes of Better Cotton. As the programme enters its second There was a decrease in cotton production in Turkey as the government
season, we forecast growth in the number of participating farmers and required farmers to introduce crop rotation in order to receive farming
volumes of Better Cotton grown. In October 2020, Better Cotton and ELGO- subsidies, which resulted in a decrease in the cotton-planted area.

DOV became Strategic Partners and recognised the Greek AGRO-2 Integrated

Management Standards as equivalent to the Better Cotton Standard System. In Brazil, production of cotton declined slightly compared to the previous

season, due to knock-on impacts of the Covid-19 pandemic, a fall in cotton

The Israel Cotton Production and Marketing Board became a Strategic Partner orices and unpredictable weather patterns.

following the successful benchmarking of the ICB's Israel Cotton Production
Standard with the Better Cotton Standard System. Learn more about where Better Cotton is grown.
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Market Results: Membership

Better Cotton's membership base is diverse and spans the entire
cotton sector and beyond. In 2021, our network continued to grow,
and we were pleased to welcome more than 400 new members -
surpassing 2,400 total members across 63 countries by the end of
the year. This represents a 14% increase on 2020.

There was also a 35% increase in the number of non-member
suppliers — including ginners, traders, spinners, fabric mills, garment
and end-product manufacturers, and sourcing agents — using the
Better Cotton Platform, taking the total number of suppliers in our
wider network to nearly 10,000.

Find out more about becoming a Better Cotton Member.

"We are proud of the continued
commitment of our members to
achieve record levels of Better
Cotton uptake in 2021. This illustrates
the growing appetite for more
sustainable cotton in the market. We
are also delighted to see continued
growth in our membership network,
despite high levels of uncertainty
globally and primarily online
engagement during the past year.”

Paula Lum Young-Bautil, Director of Membership
& Supply Chain, Better Cotton

Membership 2021

g 18 15

o PRODUCER ASSOCIATES
2 8 3 SOCIETY ORGANISATIONS
RETAILERS
AND BRANDS

25)65 +400

SUPPLIERS
AND MANUFACTURERS New Members in 2021

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

Total Members

2,409

Find all members here

Non-Memb
9’9 8 BSB Sueprgligﬁs

MSS% increase from 2020

Membership
2010-2021

Membership growth
by category*

@ Retailers and Brands

@ Producer Organisations

@ Civil Society

@ Associate Members

@® Suppliers and Manufacturers

986
706
468
313
197
45 10
- @

2,409

2,108
1,842
1,433
1,199 ‘
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*This graph shows the net amount of members at the end of the calendar year.

The Better Cotton Platform (BCP) is
our proprietary online system used

by members and non-member
suppliers to document volumes of
cotton sourced as ‘Better Cotton’
as they pass through the supply
chain. Access to the BCP allows
organisations to participate in the

Better Cotton Chain of Custody
by recording information about
cotton-containing orders sourced
as Better Cotton, managing the
required documentation and
recording information about
relevant sales to customers,
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Market Results: Sourcing

While all Better Cotton Members play their part in contributing to . ? . "
more sustainable practices in cotton farming, Better Cotton Retailer : RetOller & BrQnd Member : Better COttOn UptOke by RetOller
and Brand Members drive progress through increased sourcing . U ptO ke 2021 . & BrO nd M em bers 201 3-2021
of more sustainable cotton. In 2021, 260 Retailer and Brand
Members collectively sourced 2.5 million tonnes of Better Cotton :
— a record for Better Cotton and the industry. This accounts for . Herense of
10% of global cotton production and represents a 47% increase
on 2020 sourcing volumes. .
™ 47% 2,500,000 wT
X \(&ﬂ OVER 2020 2021
We are pleased to cont{nue to support Accounts for e 1,700,000 wmT
Better Cotton as they aim to achieve : ‘IOcy Better Cotton 2020
deeper impact for cotton farmers o e O?TON PR
and farming communities and seek . PRODUCTION ],5002,890 MT
to make more sustainable cotton the : :
fibre of choice for growers and buyers. OO U OO TUPRRPY . : 1,100,000 mt
Today, through our collective efforts, 2018
Better Cotton represents 10% of cotton : Spinner Member : ‘ ................ 736.000 mT
sourced in supply chains, globally. This : Uptake 2021 : 2017
is a great launch pad for even bigger f
achievements by 2030, a journey we 461,000 MT e ‘
. 2016
look forward to being a part of and
helping develop even further.” ® 251,2)950 MT
Arvind Rewal, Global Cotton Development
Manager, IKEA 117000 MT oo PA
. . ’
""""" B : Million Tonnes of . 2014
. Better Cotton .
Sourced B overernninnnninnnans 85 OOO MT
. )
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The Changing Legislative
Landscape and Member Claims

Around the world, the regulatory environment for sustainability

Claim Example | My First Steps Instagram Story Story From the Field Example | H&M Group Website #M

marketing and communications is evolving rapidly to require MU‘;“L;SOEE?BPS

increasingly transparent and evidence-based consumer-facing :

claims. We welcome these developments and work to ensure that H&M Group Aboutus  Brands  JoinUs  Sustsinability  Investors  Media

our members continue to have the opportunity to promote and report *

on their sustainability efforts in a credible way. To help make this a R T "Bevter Cotteon's mission iy te Wetckira o HEM Conlp, > Wladll Y G S 3 Fammles n esmming: iow Al Drvpsn b ehierging 4 e o ot roming i kst
reality, we launched a revised version of the Better Cotton Claims L:':l.“:l-.:': .::t,,.

regtering t-h.t Envir nnm!nﬁ"

Framework (V3.0) at the end of 2021. Female farmers: how Almas Parveen is

¥ changing the face of cotton growing

“The updated version responds to in Pakistan

changing policies as well as Better
Cotton’s new branding. In particular, we
are promoting greater transparency

in member communications, thereby
enabling those committed to sourcing
more sustainable cotton to gain
recognition for their efforts.”

.-

‘.
N 4

In Pakistan, women have little opportunity to influence farming
practices or business decisions, and female workers are often given
low-paid. manual tasks. with less job security than men. But 28-year-old
‘ Almas Parveen has broken the mould, overcoming cultural challenges.
F : managing her family’s cotton farm in a sustainable way, and becoming

bbe o . : the voice of female empowerment and gender equality.

27 Jan, 2020

Ellie Gaffney, Membership Communications

Manager, Better Cotton On Product Mark Example | Isay [837

investing in

Today, 55% of our Retailer and Brand Members are choosing to : be er }:‘gﬂﬂgf“ggsﬂg;;gf;gnﬂﬂ a

therefore may not contain

communicate about their commitment to Better Cotton through : -OLLOT Better Cotton
their use of the Better Cotton On-Product Mark. In 2021, we saw
more members communicating stories to their customers about investing in
» . . o . be er By choosing our cotton products,
the realities of their sustainability journeys, and the successes — and : you're supporting our investment
. in Better Cotton’s mission
challenges — of sustainable cotton sourcing. : mmmwmm-




Year in Review: Traceability

Developing a Traceability Solution for Better Cotton

There is a growing demand for traceable
Better Cotton, as stakeholders worldwide seek
more clarity over the social and environmental
challenges associated with the cotton

supply chain, and policymakers increasingly
require businesses to demonstrate greater
transparency. The European Commission

has just introduced rules to help encourage
more accurate environmental claims, for example.
With significant convening power and an
extensive network, we are well placed to help
drive this transformation, catalysing progress
across the sector.

To begin our journey to physical traceability, in
2021, we convened a panel of ten leading Retailer
and Brand Members to advise and support the
initial phase of Better Cotton’s traceability strategy
and solution development. These members

had visibility into strategy development, and
contributed to the shaping of the overall solution,
including scope, timeline, budget and priorities.

Overall, we gathered input from over 1,500
organisations, confirming that traceability is
business-critical across the industry. It is also
clear that retailers and brands need to integrate
sustainability and traceability into their standard
business practices. Some 84% of respondents
indicated that their customers now wanted to
know where the cotton in their products was
grown. In fact, four in five suppliers surveyed

sought the benefit of an enhanced traceability
system. However, currently only 15% of apparel
companies claim to have full visibility of the raw
materials that go into their products, according
to a recent study by KPMG. So there is still some
way to go to help retailers understand where the
cotton in their clothes comes from.

“Our top priority is to find
ways to make this work in
a way that delivers what
consumers want in terms
of traceability and what
farmers need to achieve a
thriving market.”

Alia Malik | Senior Director,
Data and Traceability,
Better Cotton

.
oo o ®

We've harnessed our findings to develop a
comprehensive four-year activity plan and
detailed budget for introducing traceability
into the Better Cotton network. The approach
is ambitious but realistic, founded on the
needs and circumstances of our members,
and the experience of others working on cotton
traceability. It has allowed us to understand the
initial requirements of our stakeholders and
identify where we need to conduct additional

consultation to support the development of a
credible, scalable and inclusive solution for the
industry.

Looking ahead to 2022, we have convened a new
panel of retailers and brands for the second phase
— testing and enabling the delivery of new, viable
traceability solutions. We will work with suppliers,
NGOs and independent supply chain assurance
experts to develop an approach that meets the
industry’s needs.

“This traceability panel

is a major step towards
overcoming challenges to
tracing raw materials back
to their source. We intend
to address sourcing and
intellectual property issues
head on. Higher supply
chain assurance comes at
a cost — as verifying the
exact origins of a garment
requires more checks and
controls - so the investment
of additional resources will
be critical.”

Alan McClay | CEO, Better Cotton

.
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Year in Review: The Better Cotton |dentity

A New Brand for a New Decade

To mark our transition into our next strategic
phase towards 2030, in 2021, we launched our
new Better Cotton brand and website, giving
ourselves a new look for a new decade.

We worked closely with experts to develop

Better Cotton's new brand strategy, beginning

the 12-month process with an in-depth brand
audit, workshops with staff, members, partners
and peers, and market research with consumers.
We then developed a new brand identity, logo
architecture and creative concepts. Once these
elements were finalised, we channelled them into
the development of a brand-new Better Cotton
website, all launching in October 2021.

The rebrand brought a name change as well.
Instead of the previously most used name for our
organisation, BCI, we are now known primarily as
‘Better Cotton’. As we become increasingly known
around the world, this will help people understand

The Evolution of the Better Cotton Brand

Better
) Cotton

Bc I Initiative )

Www.bettercotton.org

exactly who we are and what we stand for. We've
kept the name Better Cotton Initiative for official
purposes.

The name change also makes our purpose

clearer at a glance, and the new logo visually
provides a stronger link back to the cotton plant
by incorporating a cotton boll image, and bolder
colours from our new brand colour palette. Our
refreshed brand identity will help us as we grow
and evolve our systems and services over the next
decade.

The website encompasses feedback and input
from a range of stakeholders, including staff and
partners. It was designed to be more accessible,
relevant and user-friendly, complete with an easy-
to-navigate structure and updated content. We
also bring farmers and farming communities to
the forefront, while more clearly coommunicating
our impact.

Bl

BetterCotton.org

“Our new branding and
communications will help us
to tell the Better Cotton story
more powerfully - with passion
and purpose - embracing

our global leadership in
cotton. We'll continue to share
compelling human stories,
while remaining dedicated

to presenting the reality

of cotton farming and the
challenges facing the sector.”

Eva Benavidez | Director of
Communications, Better Cotton

.
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Qbe ter
cotton

2005-2019

2019-2021

2021 >

Let the Better Cotton Team tell you more:

BETTER COTTON CLAIMS
FRAMEWORK V3.0:

In October 2021, we also released an updated Better Cotton Claims

Fraomework V30, including guidance and timelines for using the

new Better Cotton brand and language. We are working closely with
members to phase out use of the previous logo and begin using the
new Better Cotton branding and claims.



https://bettercotton.org/who-we-are/our-manifesto

Closing on Our 2020 Strategy

Summary of the Results From Our 5-Year Strategic Phase Ending in 2020

Total Production of Better Cotton

- 30%

" TARGET

.....
o ° ® e

0o

ACHIEVED

. .
. .
.............

e We are proud that, in less than a decade, the
collective effort of our stakeholders has led to
Better Cotton reaching a fifth of global cotton
production.

e A variety of factors, including the Covid-19
pandemic, weather variations, changes in the Better
Cotton programme, and market conditions and
socio-political challenges, had an impact on the
volume reached. However, we have confidence that
with the addition of new Better Cotton programme
countries, enhanced focus and support in existing
countries, and increased demand for more
sustainably produced raw materials, production of
Better Cotton will continue to increase in the coming
years.

The data used to calculate Better Cotton production is taken from
the final 2020-21 cotton season.

Farmers Reached by the Better
Cotton Programme

......... O

3.9 _ MILLION
MILLION . . TARGET
INCLUDING . FARMERS
FARMERS+ DATA :

29

MILLION

FARMERS

. .
.
..............

When Better Cotton set the target to reach 5 million
farmers, we knew it was ambitious and would
stretch us and our partners. While we did not

quite reach our target, we would like to thank our
Programme Partners for their continued dedication
and support for farming communities, particularly
during this past year. They demonstrated
considerable flexibility and passion for our mission
amid a constantly evolving set of circumstances
and challenges.

Beyond farmers, we reached an additional one
million individuals who participate in farm-level
decision-making and share a financial stake in their
cotton farms. These are co-farmers, sharecroppers
and certain types of farm workers, and they also
receive support and training delivered by Better
Cotton's Programme Partners. You can learn more

about Farmers+ and how Better Cotton will calculate

the reach of its programmes in the future here.

The Farmers+ figure is an estimate of additional people reached
through the Better Cotton programme in the 2020-21 season.

The data used to calculate Better Cotton's programme reach is
taken from the final 2020-21 season data.

Uptake of Better Cotton by Retailer
and Brand Members

.....
o ° ® e

.. 10%

TARGET
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ACHIEVED

. .
. . .
............

e Retailer and Brand Members were on track to
source 8% of global cotton production as Better
Cotton in 2020, which would have brought us close
to our 2020 target. However, we fell slightly short of
this target, largely due to the Covid-19 pandemic.

e Despite this and given the increasing demand
for Better Cotton over the past eight years,
we are confident that demand for more sustainable
materials will continue to grow
in the coming years.

This figure was calculated at the end of the 2020 calendar year.

THE 2020
TARGETS
IN FULL

National Embedding of the Better
Cotton Standard System

(or benchmarked equivalents)

LV

The final field-level data for this strategic period was taken
from the 2020-21 cotton season, concluding in July 2021.

Better Cotton Secretariat
Financially Self-Sufficient

-100%

Q i e SCRETARIAT
------ SELF-FUNDED
" COUNTRIES TARGET
TARGET ;

10 100%

COUNTRIES ACHIEVED

ACHIEVED

¢ National embedding’ is achieved when an : e Better Cotton achieved this target in 2017.
organisation or institution within a country has :

fund and uphold the Better Cotton Standard or has
a benchmarked equivalent standard in place.

organisation, providing membership services
and support, and maintaining the Better Cotton

Standard System) are covered by earned

e Ten countries demonstrated various levels of
national embedding by the end of 2020: Australia
(myBMP), Brazil (ABR), Egypt, Greece (AGRO-2),
Israel (ICPSS), Mozambique, Pakistan, Turkey, China
and South Africa.

calendar year.

This figure was calculated at the end of the 2020 calendar year.

® 10% of all cotton produced
olobally will be sourced by
retailers and brands as Better
Cotton.

® Better Cotton will represent 30%
of global cotton production.

Better Cotton and partners
will support five million
cotton farmers to improve
their livelihoods by adopting
sustainable agricultural
practices.

Nine countries to take direct
responsibility for funding and
implementing the Better Cotton
Standard (or its benchmarked
equivalent standards).

income, and all donor funding goes to field-level
activities and innovation.

This figure was calculated as of the end of the 2020

® 100% of Better Cotton's core
operational costs are to be
covered by earned income, and
100% of donor funds go to farm-
level innovation or capacity
building projects



https://bettercotton.org/blog/understanding-our-reach-a-qa-with-eliane-augareils-and-kendra-park-pasztor-on-farmers-and-what-it-means-for-bci/
https://bettercotton.org/blog/understanding-our-reach-a-qa-with-eliane-augareils-and-kendra-park-pasztor-on-farmers-and-what-it-means-for-bci/
https://bettercotton.org/blog/understanding-our-reach-a-qa-with-eliane-augareils-and-kendra-park-pasztor-on-farmers-and-what-it-means-for-bci/

Launching our 2030 Strategy

A New Ten-Year Strategy

To guide our actions for the decade ahead, in 2021
we launched our 2030 Strategy. Our new ten-year
strategy focuses on transformation - deepening
impact while continuing to expand our reach - to
make cotton better for the farmers who produce it
and for all those who have a stake in the future of
the sector. The strategy is designed to deliver real,
measurable change, in line with the Sustainable
Development Goals.

To prepare the way for the launch, we worked
closely with Better Cotton staff, members, partners
and stakeholders for two years to develop the
strategic direction for Better Cotton that will see us
through our next decade. And in 2021, we focused
on building a solid platform and base from which
to launch the strategy, which centres around
generating impact, ensuring relevance for farmers,
raising field performance, introducing traceability

and making sure that smallholders are able to come

with us on the journey.

We - together with Better
Cotton Members and
Partners - want to see
real, measurable change
on the ground in line

with the 2030 Sustainable
Development Goals. We
encourage continuous
improvement at farm level,
wherever cotton farmers
are on their sustainability
journey."

Lena Staafgard | Chief
Operating Officer,
Better Cotton

.
ooooo

Learn more about our 2030 Strategy and impact targets

Preparation
Generate interest for
1 supply and demand of
Better Cotton.

Phase

2010-2012

Phase EXpansion

3 Grow supply and
demand.

Importantly, as part of the 2030 Strategy, we
launched the first of five impact targets and aim
to launch the remaining four targets by 2023. We
will measure and report our progress across these
flve areas to help ensure greater lasting economic,
environmental and social benefits at farm level for
cotton growing communities.

Through this next strategic period 2021-2030,

we will build on the critical mass we have already
achieved to drive sector transformation. The
strategy will be the foundation for verifying targets,
developing annual goals and national operating
plans and monitoring progress.

This is Better Cotton's agenda for change for
the better. With our strategy to guide us, we will
continue pushing towards our goal of deepening
our impact on cotton farming and communities
while contributing to systemic change and
responding flexibly to evolving circumstances.

Transformation

Expand reach and
deepen impact.

2007-2009

2013-2015

2016-2020

2021-2030

Mainstreaming

(4

(o
pesticide smallholder women's
use livelihoods empowerment

o

climate change
mitigation

soil
health

Better Cotton’s Five Impact Targets

THROUGH THIS DECADE, WE WILL:

Deepen our focus on
delivering more impact
within the network we have
developed over the past ten
years.

« Strengthen the Better Cotton

Principles & Criteria and their
implementation, particularly
with regards to human rights,
decent work, climate change
aond regenerative agriculture.

Invest more in impact
measurement, strengthening

and learning systems to
demonstrate the outcomes
of our work with farmers with
greater transparency.

Develop higher stoandards of
traceability.

Invest in technology and
systems that enhance our
capacity to gather, use and
share data findings.

« Assume a more public

leadership role in the sector

Ph Implementation Ph . iy N ; '
- Cor?nect suDDl °°  Achieve critical mass. The Better Cotton our monitoring, evaluation OﬂdkbUIld awareness of our
2 with deman%p / 4 Standard System becomes part of day-to-day WOrK.

business in the cotton sector.



https://bettercotton.org/who-we-are/our-aims-strategy/2030-strategy/

A Multi-Stakeholder Commitment

Better Cotton is the largest cotton sustainability programme .

in the world. In just over a decade, stakeholders who
span the cotton sector have joined the Better Cotton
network: farmers, field staff, ginners, spinners, suppliers,
manufacturers, brand owners, retailers, civil society
organisations, donors and governments.

Today, our network is made up of 141 Better Cotton
secretariat employees, more than 2,400 members, close to
60 on-the-ground Programme Partners, thousands of field
staff, tens of thousands of lead farmers and millions of
cotton farmers, all working to implement more sustainable
farming practices.

The Better Cotton Secretariat has staff located in 15
countries: Brazil, Burkina Faso, China, India, Kenya, Mali,
Mozambique, Netherlands, Pakistan, Sweden, Switzerland,
Turkey, United Kingdom, United States, and Uzbekistan.

- Total number of Better Cotton staff as of 31 December
2027: 141 full time employees

» Average number of full-time employees in 2021: 127.3

Secretariat Staff

Full Time
Employees

Number of Full-Time
Employees per Country

Q UK 39

Q Switzerland 28

Q India 29

Q BurkinaFaso ]

Q Mali 1

Q Netherlands ]

Members

2 , 4 O 9 Total Members

© o 2045

Suppliers and Manufacturers

Programme Partners &
Field Level Staff

Participating Licensed Better
Farmers Cotton Farmers

Retailers and Brands

O @28

Civil Society Organisations

© e

Producer Organisations

gD @15

Associates

Lead Farmers?3 Field Facilitators?

Non-Member
Better Cotton
Platform Users

; 9988

Producer Unit
Managers

Strategic and
Programme Partners

‘Since 2010, we have been demonstrating the power of public-private
partnerships to garner action towards achieving more sustainable
development in the cotton sector. The results we see at Better Cotton
strengthen our conviction that we, together with our members and

partners, are well placed to continue supporting cotton communities
to survive and thrive while protecting and restoring the environment.”
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Year in Review: Climate Action

Launching a New Climate Approach and Climate Target

Cotton production both contributes to and is vulnerable to
climate change. It also has the potential of contributing to
climate change mitigation, through carbon sequestration
in soil for example. Today's impact of cotton has been
estimated by the Carbon Trust at 220 million tonnes

of CO2 equivalent emitted annually. With our scale and
network, Better Cotton is meeting the climate crisis head
on. We stand to help accelerate the transition to reduce
emissions from cotton, the world’'s most widely cultivated
natural fibre. And importantly, we can help enable Better
Cotton Farmers to be better prepared for climate change
impacts by adapting their practices.

| v
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In this way, we're supporting cotton farming
communities to reduce the emissions from cotton
farming, while also building their resilience to the
changing climate.

How climate action sits at the heart
of the Better Cotton Principles &
Criteria

Throughout our Better Cotton Principles & Criteria, we have

laid strong foundations to help reduce the carbon intensity

of cotton farming and help farmers to adapt to climate
change on the ground. In 2021, we launched a revision of
the Principles & Criteria with a view to ensuring that they
continue to reflect best practices, are effective and locally
relevant, and support our ambitions to drive change in
the cotton fields. The revision period is expected to run
until June 2023.

Global GHG Study

To prepare the way for our Climate Approach and new
2030 GHG emissions reduction goal, we undertook our
first global GHG study, which assessed emissions from
Better Cotton (or recognised equivalent standards)
production constituting over 80% of licensed Better
Cotton production across Brazil, India, Pakistan, China
and the US. The analysis broke down emissions drivers
for each state or province per country and found that that
GHG emissions from Better Cotton production across

China, India, Pakistan, Tajikistan, and Turkey were on
average 19% lower than comparison production. The
largest emissions hotspot was fertiliser production, which
accounted for 47% of total emissions from Better Cotton
production. Irrigation and fertiliser application were also
significant drivers of emissions application were also
found to be significant drivers of emissions.

Climate Approach

Released in December 2021 as part of the Better Cotton
2030 Strategy, our Climate Approach is informed by a
growing body of research on the intersection between
cotton farming and climate change, the work of the
Intergovernmental Panel on Climate Change (IPCC) and
respects the goals of the Paris Agreement. Importantly, it

will enable us to support farmers to further mitigate their

impact on climate change, adapt to its consequences
and identify climate smart opportunities. Our approach
continues to evolve, and the delivery will be an ongoing
and collaborative effort between Better Cotton and our
partners, while we continue develop our programme and
seek funding to support our long-term goals.

What's next?

By 2030, we aim to reduce greenhouse gas emissions
per tonne of Better Cotton produced by 50% (compared
to 2017 baseline). Importantly, we'll measure and report on
our progress, using a set of robust indicators. As well as

OUR NEW CLIMATE APPROACH
HAS THREE FOCUS AREAS:

Reducing cotton production’s contribution

to climate change.

Accelerate the transition of Better Cotton
Farmers toward climate-smart and regenerative
agricultural practices that reduce emissions and
sequester carbon.

Adapting to life in a changing climate.
Equipping farmers, farm workers and farming
communities to be more resilient to climaote
change impacts.

Enabling a just transition.

Ensuring that the shift towards climate-smart,
regenerative farming and resilient communities
is socially and economically inclusive.

agriculture having a role to play in reducing emissions,

it also has the potential to store large quantities of
atmospheric carbon in the soil. Another of our impact
targets for 2030 is soil health, and we will support farmers
to implement climate-smart and regenerative agricultural
practices that both reduce emissions, sequester carbon
and improve soil health, such as cover cropping, reduced
tillage, crop rotation and agroforestry. Agriculture is part
of the climate solution and has the potential to contribute
to positive change. In the coming years, we will enhance
and accelerate our efforts and continue to embrace new
innovations to reach our targets.

Finally, Climate Action is the theme for Better Cotton's
2022 conference, where the sector will come together in
June 2022 to collaborate on a more sustainable future for
cotton.

Learn more about Better Cotton's Climate Approach.



https://prod-drupal-files.storage.googleapis.com/documents/resource/public/International Carbon Flows - Cotton - REPORT.pdf
https://bettercotton.org/wp-content/uploads/2022/04/Climate-Change-Approach_2030-1.pdf
https://bettercotton.org/field-level-results-impact/key-sustainability-issues/climate-change/

Governance and the Better Cotton Council

The Better Cotton Initiative Executive Group and Leadership Team

The Better Cotton Initiative or Better Cotton for short, is a

not-for-profit initiative founded in Switzerland in July 2009
as a Membership Association under Article 60 et seq.

of the Swiss Civil Code in Canton Vaud, later moving its
registration to Canton Geneva in 2011.

Executive Group

Better Cotton is registered at Chemin de Balexert 7-9, Alan McClay Chief Executive Officer Geneva 28.09.2015 28.09.2015 28.09.2015
12719 Chatelaing, Geneva, SWItzZerland. Betler CotlOn e
has affiliated legal entities that are also included in the Lena Staafgard Chief Operating Officer Lund 01.04.2017 01.11.20M 01.08.2010
aCCOUﬂtS: ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo
« China: Registered Office based in Shanghai since 2012. Damien Sanfilippo Senior Director of Implementation Geneva 01.08.2021 01.03.2014 01.03.2014
) , o (March 2021 onwards)
India: Branch Office based in New Delhi since 2016.
Pakistan: the Better Cotton Initiative Pakistan is an Alia Malik Senior Director of Data and Traceability London 01.08.2021 2304.2018 2304.2018
independent legal entity established in June 2017. (March 2021 onwards)
Better Cotton also has operations in the following
countries where staff are based: Brazil, Burkina Faso, Leadership Team - includes the Executive Group and the heads of function
Kenya, Mali, Mozambique, Netherlands, Sweden, Turkey,
United States, United Kingdom and Uzbekistan. Paula Lum Young-Bautil Director of Membership and Supply Chain Geneva 01.08.2021 01.01.2021 29092014
'''''''''''''''''''''''''''''''''''''''''''' Chelsea Reinhardt Director of Standards and Assurance London 01.08.2021 01.01.2021 10.08.2017
Better Cotton's future is shaped by our Council, the elected Rebecca Owen Director of Fundraising London 01.08.202] 01.08.2021 03.12.2019
board that helps drive cotton towards its truly sustainable
future. A global group of secretariat staff, led by the Better " B RN R SRREIE IR
Cotton Executive Group and Leadership Team, manage Eva Benavidez Clayton Director of Communications Geneva 01.08.2021 01.01.2021 09.11.2015
day‘tO'day Operations and aCt as the CondUit between .............................................................................................................................................................................................................
Council decision-making and ground-level action. Siobhain Coburn Director of Finance and Operations Geneva 01.08.2021 01.01.2021 01.10.2016
In early 2021, we undertook a function realignment to Corin Wood Jones Director of Special Projects Geneva 01.08.2021 01.01.2021 03.06.2013 /
enhance our team’s ability to deliver our 2030 Strategy. 1003.2020
A new ‘Data and Traceability’ function was created, which Head of China 2912.2021 o

incorporates IT and Data; Monitoring, Evaluation and Representative Office

Learning; and Traceability teams. Existing members of the
Leadership Team were appointed as Directors to lead each
function at Better Cotton. ' Left and re-started at Better Cotton




The Better Cotton Council The Better Council Structure

The Better Cotton Council is a multi-stakeholder
board mandated by the full membership through the

organisation's General Assembly. The Council is formed

among the Better Cotton Members through elections oruseneen B, e
and app0|.ntrr'1ent. Th? Council S.'ts atthe centre Of, Chandrakant Kumbhani Ambujo Cement Foundation June 2016 February 2021
the organisation and is responsible for OUr STrategic
direction. Together, Council Members shape the policy R S Baalagurunathan Anandi Enterprises March 2021 June 2024
that ultimately helps 1o fulfil OUr MISSION: 10 NEID GOt ON
communities survive and thrive, while protecting and Pathik Patel Basil Commodities June 2018 June 2022
FESIOING TN BNV O N, e
that could help achieve our aims. There are two R LR R RN
permanent committees in place: the Executive Committee Cecilia Tiblad Berntsson H&M March 2021 June 2022
and Finance Committee. There 16 2150 8 NomINationg 555 s s s L e
Committee established during each election round to Harsha Vardhan HeM June 2018 March 2021
Oversee falr and transparent eleCtlonS ..............................................................................................................................................................................................
Joost Oorthuizen Independent September 2012 October 2021
. Jeff Hogue Levi Strauss & Co August 2020 August 2021
Together, Council Members 00 e e e e
shOpe the pohcy tth Sandeep Hota OLAM June 2012 February 2021
ultimately helps to fulfil Keith Tyrell PAN UK March 2021 June 2024
our mission: to help cotton Sarvareddy Venku Reddy PRDIS June 2016 February 2021
Communltles Surv've Ond oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo
. X i Bilal Israel Khan Farmers Associates of Pakistan June 2010 February 2021
th rive, while P rotecti ale) : Secretary (until Feb 2021)
and restoring the Amit Shah Independent June 2018 June 2022
environment. O e SO
""" R Isabelle Roger Solidaridad June 2018 June 2022
Secretary (since March 2021)
Adidas (Ebru Gencoglu), Anandi (R S Badlagurunathamy and L TR
. ‘ L M Lewkowit 2016 2024
PAN UK (Keith Tyrell) were elected to the Council in 2021. orF ewkowitz Supima June June
Supima (Marc Lewkowitz) was re-elected. O
Shahid Zia Rural Business Development Centre October 2021 2024

In addition 1o the elected Members, LOUIS DreyTUS COMDaNY

(Pierre Chehab) and Rural Business Development Centre Pierre Chehab Louis Dreyfus Company May 2021 2024
(Shahid Zia) were co-opted to the Council in 2021.




Photo: Cotton Field, China.
© Better Cotton/Yuyang Liu

Council Committees 2021

Executive Committee

This committee consists of Council Officers: the
Chair, Vice-Chair, Secretary and Treasurer, who are
elected from among the Council Members.

Members: Marc Lewkowitz (Chair), Isabelle Roger
(Secretary) and Amit Shah (Treasurer)

Finance Committee

Council Members as well as external experts
(when required) make up this committee. The
committee recommends the approval of the
budget and annual financial statements to the
Council. In addition, the committee regularly
reviews Better Cotton’s financial outlook and
policies.

Members: Pierre Chehab, Hamish Mclintyre,
|sabelle Roger, Amit Shah, and Kees Kempenaar
(external)

Nominations Committee

This committee is set up around each Council
election period to oversee elections and the co-
optation process.

Members: R S Baalagurunathan, Ebru Gencoglu,
Marc Lewkowitz, Keith Tyrell

Strategy Steering Committee
This is an ad hoc committee convened by the CEO
to oversee the 2030 Strategy process.

Members: Marc Lewkowitz, Pathik Patel, Amit
Shah, Cecilia Tiblad Berntsson and Keith Tyrell

Selection of Council Decisions
in 2021

In 2021, the Better Cotton Council:

Endorsed the new Better Cotton logo and brand
architecture as well as the timing of the new
brand launch.

« Approved a phased approach to implementing
the recommendations of the Task Force on
Forced Labour and Decent Work report.

« Endorsed the direction for 2030 target setting
in the areas of climate change mitigation,
soil health, pesticides/toxicity, smallholder
livelihoods and women's empowerment.

« Approved Better Cotton's Annual Operating Plan
2020 Final Report.

Approved the 2020 Financial Statements
including a €325,000 adjustment, which was a
provision to restructure our operational activity
in China.

Approved the revised Better Cotton Member
Code of Practice.

+ Endorsed Better Cotton's management
recommendation to postpone the membership
fee review to 2022.

Approved the Nominations Committee
recommendation to nominate Rural Business
Development Centre (RBDC), represented by
Shahid Zia, to the vacant Producer Organisation
seat on the Better Cotton Council.

« Approved Better Cotton’s 2022 Operating Plan,
including the public announcement of five target
areas, a commitment to the GHG target (50%
reduction in GHG emissions of Better Cotton by
2030) and commitment to the other four target
areas.

Approved the proposed membership of the
Standards Committee.

Council Election 2022

At the end of 2021, we opened the application
process for the 2022 Council Election, where there
are four Council seats up for election, one in each
of the four membership categories: Producer
Organisations, Retailers and Brands, Civil Society
and Suppliers and Manufacturers.

Members will vote for their Council representatives
following the Better Cotton General Assembly in
June 2022. The incoming Council will commence
duty in September 2022 and the newly elected
Better Cotton Member organisations will serve

a four-year term on the Council, until September
2026.

Learn more about the Council.



https://bettercotton.org/who-we-are/organisation/better-cottons-future-is-shaped-by-the-bci-council/ 

Related Parties

Better Cotton Growth and Innovation Fund

The Better Cotton Growth and Innovation Fund
(Better Cotton GIF or the Fund) was established

by Charter in Geneva in April 2016 as a Swiss
Foundation. Its three board members are the Better
Cotton association CEO, who reports to the Better
Cotton Council, the Chief Operating Officer and the
Senior Director of Programmes. The Better Cotton
GIF's investments are guided by two advisory
committees: The Buyer and Investor Committee
(BIC) and the Field Investment and Innovation
Committee (FIIC). Better Cotton allocates resources,
including employee time, to the Foundation’s
activities, as the Foundation has no employees

or independent registered address. Previously,

fund management was outsourced to IDH, The
Sustainable Trade Initiative, one of Better Cotton's
key strategic partners. At the end of their term as the
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Better Cotton Initiative Pakistan Better Cotton’s Approach to Risk

Management
Better Cotton Initiative Pakistan is an independent

legal entity established in June 2017. A board of Based on ISEAL Guidance and industry best practice, BETTER COTTON ACTIVITIES

three directors governs the entity, and its executive Better Cotton has built in a risk assessment, recording

management includes the Better Cotton Regional and management process that is led by a cross-functional : e : .
Director for Pakistan operations. A collaboration working group. Risks are periodically assessed and reported gtgvr:g;drzhéps?(;re Betiizr Ceodten Wiehirering, evalueten and [Eerring
agreement exists to implement the Better Cotton to management and Council. The risk management process ! Membership services

Standard System. This entity received a licence to informs the annual planning process, which includes mitigation Capacity building and training including m)(ember claims ano
operate as an international NGO in Pakistan in April strategies for organisational risk. Assurance and licensing COMMEAICARONS

2021. The operational activities were managed Chain of custody, including Research

by Better Cotton Initiative Switzerland and will be management of the Better Cotton Fundraising and donor management

Plaotform

transferred to the local entity in 2022.




Financials

This ﬂ_nancial information summarises the statutory Su mmary of Audited Accounts
financial statements for 2021. :
Better Cotton fits the definition of a charitable non-profit Financial Position Statement of Operations
organisation. It raises its income from members and the

. . . . : £€'000s 2021 2020 £€"000s 2021 2020
public, receives donations from grant-making foundations :
and governmental organisations, and provides services p Short-fermAssets .88 24442 - Income” s 17s
that benefit the general public. - Long-Term Assets 84 74 Operating Expenses (26,504) (16,249)
In 2021, the Better Cotton membership base exceeded . OARASSETS 28714 24818 - OperatingResult SO31 LA
2 400 members. Revenues from membership and non- : Short-Term Liobilities 10,806 9722 Net Financial Result (68) (364)
member suppliers using the Better Cotton Platform : Long-Term Liabilitles . o 16 ANNUALRESULT 2763 ..2082
constitute the primary source of our unrestricted - Funds: Income - Restricted 9154 8944 Change in Funds 210 6,562
operating income. : Organisational Capital 8,793 5,832 Annual Result Before Allocations 3,173 9124
Better Cotton Retailer and Brand Members pay a Volume . TOTAL LIABILITIES AND CAPITAL 28914 24,516 Change in Restricted Funds (210) (6,562)
Based Feed (VBF). This fee is calculated based on the total : Allocation to Earned Capital - (2963) (2,562)
Better Cotton Claim Units (BCCUs) recorded in the Better nrestIeted
Cotton Platform (BCP). This corresponds to the volume of ~ : Annual Result After Allocation to - -
Better Cotton sourced by Retailer and Brand Members. : CCoeital

. o : *of which is restricted 17776 9383

All VBF is used to fund farmer support, the majority in
donatlons .tO the Better Cotton GrOW_th and |nnovat|on Fund S ............................................................................................................................................
(BeTter Cotton GIF) which are then allocated to field-level . Better Cotton 2021 Income
projects. :
The use of the VBE is restricted and aside from donations Source for Operating Income Restricted/Unrestricted Income
to the Better Cotton GIF, a portion of it is utilised by Better 1% :

Cotton as follows:

» Performing assurance activities around the effectiveness
of the Better Cotton Standard.

- Contributing to costs of implementation by our strategic
partner, Aid by Trade Foundation (AbTF).

Other restricted funding includes the grants and donations
from other donors for specific projects.

Better Cotton prepares the Financial Statements under SWISS GAAP

FER27'. The use of Swiss GAAP FER improves the transparency of the @® Membership and Better Cotton Platform Access Fees : @ Unrestricted Income

allocation of the resources spend on behalf of our members and donors . @ Grants From Private / Public Donors . @ Restricted Income (Project Credibility)

or partners. These are the Accounting Standards used for charitable . @ Project Credibility Income : ® Restricting Income (Used for GIF Projects & Field Funding)
non-profit organisations based in Switzerland. : @ Partnership, Events & Training Income ’ ® Restricted Income (Donors)

Photo: Cotton Field, China.
© Better Cotton/Yuyang Liu




Better Cotton 2021 Expenditures

Field Level

Better Cotton donates the majority of the VBF to the
Better Cotton GIF. The recognition of VBF is when it is
utilised. VBF is utilised for two main purposes in Better
Cotton: we use some of this income source to cover the
costs of field-based assurance and data collection, and
the remainder of the income is recognised when it is
donated to the Fund. The Better Cotton GIF then awards
grants to Better Cotton Programme Partners.

The Better Cotton capacity building programme creates
positive change by supporting our Programme Partners
to implement the Better Cotton Standard. Our partners
work in 27 countries, and more than 2.9 million cotton
farmers globally have already benefitted from Better
Cotton training on more sustainable farming practices,
as well as another one million members of the wider
cotton farming community, including co-farmers,
sharecroppers, business partners and permanent
workers.

More than 2.9 million
cotton farmers globally
have already benefitted
from Better Cotton
training.

.
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Assurance Programme

The Better Cotton Assurance Programme ensures

that farmers meet the core requirements of the Better
Cotton Principles & Criteria. Better Cotton's approach

to assurance and licensing combines assessments by
approved third-party verifiers along with assessments by
trained Better Cotton staff members, support visits by
Programme Partners, and regular self-assessments by
producers themselves.

Expenditures Overview

67%

14%

7%

3%

@ Ficld Level

@ Assurance

@ Stewardship of the Standard

® Demand

@ Governance, Admin, Fundraising and Communications

Stewardship of the Standard

In line with codes of good practices for voluntary
standards, the Better Cotton Standard is continually
reviewed and updated to ensure it addresses all pillars
of sustainability, continues to meet best practice, is
effective and locally relevant, and aligns with Better
Cotton's 2030 Strategy.

Demand

The Better Cotton Chain of Custody (CoC) connects
supply with demand, from the farmers who produce
Better Cotton to the companies that source it. Our CoC
ensures that the volumes of Better Cotton claimed

by Better Cotton Retailer and Brand Members do not
exceed the volumes licensed.

Financial Highlights 2021

Our financial position at the close of 2021 was healthy
with a strong cash position. Operational income
continued to grow as our membership and Better Cotton
Platform user base increased. Operating expenses
remained well managed. The increased operational
costs were due to staff recruitment to support the ever-
increasing membership and Better Cotton Platform
users, as well as the expansion of the Better Cotton
programme into new countries.

Donations of the VBF to the Better Cotton GIF, which
are recognised when we donate these to the Fund,
increased in 2021 back to the levels seen prior to the
Covid-19 pandemic. During 2020 our VBF income
recovery was more challenging than it had been in

prior years. Some of our members faced operational
challenges due to the global lockdown and therefore
donations to the Better Cotton GIF were reduced. In
2021 our donations to the Better Cotton GIF returned to
normal levels and we resumed our level of funding.

We were also able to strengthen unrestricted reserves
for Better Cotton. These reserves now exceed the
reserves policy which is six months of the next year's
planned operational expenses. These reserves will
enable the organisation to navigate any challenges
with the transfer to the next strategic phase and the
economic uncertainties the sector may face.
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Better Cotton and the Growth and
Innovation Fund

The Better Cotton Growth and Innovation Fund (Better
Cotton GIF) identifies and makes strategic investments
in Better Cotton field-level programmes and innovations.
It is one part of our capacity building programme.

Next to the Better Cotton Standard System, field-level
investments made through the Better Cotton GIF play
an important role in enabling us to reach more farmers
and train them on sustainable farming practices. The
Better Cotton GIF is governed by two-multi-stakeholder
committees — the Buyer and Investor Committee and the
Field Innovation and Impact Committee — in partnership
with Better Cotton Retailer and Brand Members, Better
Cotton Civil Society Members and donors.

@ Governance, Admin, Fundraising and Communications @® Grants
Many Smallnolder farmers in the BEMer COtON & % 5 s r s
programme are supported via grants from the Better :
Cotton GIF for capacity building. Each cotton season, S PEMELTE — ——
Better Cotton endorsed Programme Partners can apply Field-Level 17932 12,623
fOr Grants 10 SUPPOTt their fiEld-level traiNing And SUPPOFE & 11 1 1 o e
programmes. In addition to the VBF paid by Retailer Assuronce ......................................................................................... ]812 ...................... 1483
and Brand Members, the Better Cotton GIF receives Stewardship of the Better Cotton Standard System 932 1,140
donatpns from institutional donors and government Driving Better Cotton Sourcing 2316 1994
agencies. We also encourage Programme P Al N OIS 1Ot e e e e e e e
invest directly in the projects they run through the Better Governance, Admin, Fundraising and Communications 3,641 3,058
Cotton GIF: TOTAL 26,633 20,298
Financial statements for the Better Cotton Initiative
and the Better Cotton Growth and Innovation Fund are Income 2021 2020
available by contacting membership@bettercotton.org. Membership Fees and Better Cotton Platform Fees 11,721 2690
Please note that the presentation opposite combines income Volume-Based Fee (paid by Better Cotton Retailer 14,090 8,180
and expenditure for both the Better Cotton Initiative and the and Brand Members)
Better Cotton Growth and /nnovat,on Fund These ﬁgures are for ...........................................................................................................................................
illustrative purposes only. They are not a detailed representation Conferences and Workshops 141 138
of the consolidated financial activities of the Better Coffon & 5 f " mtm st s
nistieand th Bete Cotton G whieharetwo separatelegal + GTONS 203 382 £
entities. TOTAL 28,085 21,634

Combined Income and Expenditure

Expenditure Income

1%

@ Field-Level
@ Assurance
@ Stewardship of the Better Cotton Standard System

@ Driving Better Cotton Sourcing ® Conferences and Workshops

Membership Fees and Better Cotton Platform Fees
@ Volume-Based Fee (paid by Better Cotton Retailer and Brand Members)

(in thousands of euros)
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We would like to thank the following donors and partners who, by supporting Better Cotton are driving positive change in the cotton sector:

Better Cotton

International Social and Environmental Accreditation
and Labeling (ISEAL), supported by Switzerland State
Secretariat for Economic Affairs (SECO)

Helvetas, supported by Swiss Agency for Development
and Cooperation (SDC)

Deutsche Gesellschaft fur Internationale
Zusammenarbeit (G12)

International Finance Corporation (IFC)
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Better Cotton Growth & Innovation Fund
IDH, The Sustainable Trade Initiative

Australia

The Associacao Brasileira dos Produtores de Algodao
(ABRAPA) - Strategic Partner, Benchmarked Programme

Huangmei County Huinong Scientific and Technology
Planting and Breeding Cooperative

Shandong Binzhou Nongxi Cotton Professional
Cooperative

Songzi Nanwuchang Grain Cotton Qil Specialised
Cooperative

Deshpande Foundation
K K Fibers

Lupin Human Welfare and Research Foundation

Mahima Fibres Pvt. Ltd

The Israel Cotton Production and Marketing Board (ICB)

— Strategic Partner, Benchmarked Programme

The Centre for Agriculture and Bioscience International
Pakistan

The Rural Education and Economic Development Society
Pakistan

WWEF Pakistan

South Africa

Canbel Tarim Urunleri Danismanlik Egitim Pazarlama
San. Tic. Ltd. Stj,



Outlook to 2022

Like for many organisations, the risks of a potential
global recession may present some operational
challenges going forward. We will continue to focus on
prioritising the allocation of our resources to deliver the
maximum impact, and we are fostering new fundraising

partnerships to support our organisational development.

In 2022, we are focusing our efforts on the delivery of
our 2030 Strategy and on finalising and launching our
remaining 2030 impact targets. We have published
our new Decent Work Strategy and formed new
partnerships and ways of working with two long-

term partners Aid by Trade Foundation and IDH, the
Sustainable Trade Initiative. | everaging our strengths,
we will work collectively towards the sustainable
transformation of the cotton sector towards 2030.
Together, we will focus on programme development,
fleld interventions, and scaling investment opportunities
through impact funding. We also look forward to
collecting feedback and insights on the revision of the
Principles & Criteria during the public consultation,
which will take place through August and September
2022.

We have already delivered a successful annual
Programme Partner Meeting, bringing together partners
from around the world to share best practices and
innovations from the field, with a focus on soil heath
and gender equality, and we look forward to hosting

the second edition of our Large Farm Symposium later
in the year. We are delighted that in June 2022, we will

be holding our first Better Cotton Conference in three
years, uniting the entire cotton sector — both in-person
and online — to create a more sustainable future for this
remarkable plant. The theme of the conference is Cotton
+ Climate Action, and we will cover topics including
regenerative agriculture, climate change capacity
building, smallholder livelihoods, gender equality,
sustainability legislation and much more.

We look forward to sharing more with you as the year
progresses.

“We will embrace our
leadership role more
purposefully, acting as a
global knowledge hub and
broker of best practice,
while using our experience
and influence to bring
about systemic change.”

Alan McClay | CEOQO,
Better Cotton
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https://bettercotton.org/wp-content/uploads/2022/05/Better-Cotton_Decent-Work-Strategy.pdf
https://bettercotton.org/aid-by-trade-foundation-and-better-cotton-form-a-new-strategic-collaboration-for-2023/
https://bettercotton.org/idh-and-better-cotton-re-shape-strategic-partnership/
https://bettercotton.org/idh-and-better-cotton-re-shape-strategic-partnership/
https://bettercotton.org/better-cotton-principles-and-criteria-revision/
https://bettercotton.org/better-cotton-principles-and-criteria-revision/

Annex 1: Better Cotton Global Reach Data

2020-21 Harvest

- China - 131,745 - 101,802 - 63,000 - 93,000
- Egypt 2,265 - 1,976 1,000 1,000
- India 1,121,264 909905 1,336,606 829508
- Kozaokhstaon o009 o009 5,000 4000
Northern Hemisphere :\/q|; 14,876 113,689 £ 23,000 £ 8,000
(Mar.-Dec.) e ..
- Pakistan 562,387 495,809 1,032,000 682,000
 Tajikistan 1,060 £1,057 £ 14,000 14,000
- Turkey 3,014 1986 - 34,000 67000
- USA 413 317 = 171,000 214,000
- Madagascar?® 660 0 0 0
Southern Hemisphere : \jozombique £ 80,519 © 52,805 - 45,660 £ 9,898
(Oct.-Oct.) i
- South Africa 1157 1142 £ 11,000 £10,000 :
Greece (AGRO-Q)1 1 1 29000 23,000 ' Better Cotton recognised equivalent standards.
N th H . h Eo .................................. ; ................................... ; ................................... ; ................................... ; ................................... E 2 The CmIA Countrles In the 2020_21 season Include: Benin' Burklna
orthern Flemispnere Israel (|C|DSS)1 40 40 3,000 6,000 Faso, Cameroon, Chad, Cote d’lvoire, Mozambique (farmers in
(Mar.-Dec.) S S SRR Mozambique which are both CmiA and Better Cotton licensed are only
CmiA (AbTF)2 ],000,376 669,432 ],441,675 619,716 counted once.), Nigeria, Tanzania, Uganda, Zambia.
N * Madagascar’s only Producer Unit did not earn a Better Cotton license
: Australia (MyBMP)1 : 81 : 81 : 60993 : 141438 : in the 2019-20 & 2020-21 seasons, hence the figure for production is
Southern Hemisphere &

(Oct.-Oct.) Brazil (ABR)! 347 345 1,078,024 1968,467 Please note that the Better Cotton production volume for Pakistan is

an estimate — this is due to Covid-19-related verification challenges

and some data quality issues. The figure has been estimated based on
previous season production volumes and volumes sourced.




Photo: Tata Djire, Agronomist, holding freshly picked cotton.
© Better Cotton/Seun Adatsi.



http://bettercotton.org
https://twitter.com/bcicotton
https://www.linkedin.com/company/better-cotton-initiative/
https://www.instagram.com/bettercottonorg/

