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In January 2021, sanctions by U.S. Customs were
expanded to cover all cotton grown in Xinjiang.
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cotton-producing province,
expected to represent

90% of China's 2020/21
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The story of the flow of fiber through
China has fabric at its center.
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Topics > Sourcing & Manufacturing > Fiber Science

Basic Information for Developing or Adjusting Sourcing Strategies

The United States imports textiles from more than 80 countries. Brands, retailers, and companies importing apparel
and other textiles have many choices when it comes to the geography of sourcing cotton and cotton products. As
companies develop or adjust their sourcing strategies, it is helpful to understand vital information about cotton,
trade in cotton and production, and manufacturing practices that can affect sourcing and traceability.

Many companies are searching for information about cotton production in China and how this may be affected by
current regulations by US. Customs and Border Protection.
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Sourcing Cotton: Impact of
U.S. Regulations & the Fashion
Industry Response

Julia Hughes, President
U.S. Fashion Industry Association (USFIA)
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Forced Labor Is a Top
Industry Concern

PP |\ TED STATES
| FASHION INDUSTRY ASSOCIATION




Very Active Issue in Washington

» Enhanced enforcement
« Compliance expectations

» Potential Consequences:
» Delays
» Seizures
* Penalties
» Reputational harm

Driven by Congress, NGOs and other stakeholders
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It’s the Law
19 U.S.C. § 1307

All goods, wares, articles, and merchandise mined, produced, or
manufactured wholly or in part in any foreign country by convict labor
or/and forced labor or/and indentured labor under penal sanctions shall not
be entitled to entry at any of the ports of the United States, and the
importation thereof is hereby prohibited, and the Secretary of the Treasury is
authorized and directed to prescribe such regulations as may be necessary for
the enforcement of this provision.

“Forced labor”, as herein used, shall mean all work or service which is
exacted from any person under the menace of any penalty for its
nonperformance and for which the worker does not offer himself voluntarily.
For purposes of this section, the term “forced labor or/and indentured labor”
includes forced or indentured child labor.

Regulations at 19 CFR §§ 12.45 — 12.45.
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Date issued

3/29/2016

5/18/2018

9/30/2019
9/30/2019
5/1/2020

6/17/2020
7/15/2020
8/11/2020
8/25/2020

8/25/2020

9/3/2020

9/8/2020

11/30/2020

1/13/2021

Country

China

Turkmenistan

China
Malaysia
China
China
Malaysia
China
China

China

China
China
China

China

6/11/1993 China

Withhold Release Orders Issued by
U.S. Customs and Border Protection

Product

Soda ash, calcium chloride, and caustic soda (In October
2016, the CBP Commissioner removed viscose and rayon fiber
from merchandise prohibited from entering the United States
under this WRO, while the rest of the WRO remains active.)

Cotton

All Garments
Rubber gloves
Hair Products
Hair Products
Disposable Gloves
Garments

Hair Products

Labor

Apparel
Cotton and Processed Cotton
Cotton and Cotton Products

Cotton, Tomatoes and Downstream Products

Findings

Sheepskin and Leather

Qinghai Hide and Garment Factory

Manufacturer

Tangshan Sanyou Group and its Subsidiaries

All Turkmenistan Cotton or products produced in whole

or in part with Turkmenistan cotton.

Hetian Taida Apparel Co., Ltd.
WRP Asia Pacific Sdn. Bhd.

Hetian Haolin Hair Accessories Co., Ltd.
Lop County Meixin Hair Products Co., Ltd.
Top Glove Sdn Bhd and TG Medical Sdn Bhd

Hero Vast Group
Lop County Hair Product Industrial Park

No. 4 Vocation Skills Education Training Center
(VSETC)

Yili Zhuowan Garment Manufacturing Co., Ltd. and
Baoding LYSZD Trade and Business Co., Ltd.

Xinjiang Junggar Cotton and Linen Co., Ltd.

Xinjiang Production and Construction Corporation
(XPCC) and its subordinate and affiliated entities

Xinjiang Uyghur Autonomous Region (XUAR)

Active

Status

Partially
Active

Active

Active
Revoked
Active
Active
Active
Active

Active

Active

Active
Active

Active

Active
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Forced Labor Process Map

Commissioner
Review of

WRO Issuance

Receipt of
Allegation or
Self-Initiation

CBP
Evaluation

Finding/
Customs Bulletin

Seizure —
Subseguent
FPF Process

Export,
Contest, or

Protest and Federal

Register

Importer may export, If a finding 1s published. subject CBP will seize
contest. or protest: merchandise that has not been merchandise. Vinlatar
CBP may release or released from CBP ::usiody_ shall may petition for the
exclude. be treated as an importation release of merchandise.

prohibited by 19 U.S.C. § 1307.

Issuance of

The provisiens of CBP must determine or If Commuissioner approves a Port directors mstructed CBP begins to detain
19CFR§ 1242 establish reasonable suspicion WE.O. CBP detains subject to “f_lthhold relea.se of all shipments within
detail who may to issue a Withhold Release merchandise. subject merchandise. WER.O parameters.
submut information. Order (WRO) or conclusively

demonstrate that merchandise
1s prohibited to publish a
finding_

Forced Labor Process

Detention of
Merchandise

Judicial
Forfeiture

CBP will commence
summary forfeiture

CBP Publication #0847-0219
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U.S. Government Business Advisory

« July 2020, Interagency working group (State, Treasury,
Commerce, Homeland Security) issued the Xinjiang
Supply Chain Business Advisory

(https://www.bis.doc.gov/index.php/documents/pdfs/2569-xinjiang-
supply-chain-business-advisory-final-for-508/file)

« Addresses risks and considerations for businesses with
supply chain exposure to entities engaged in forced
Uyghur labor in Xinjiang

WP | NTED STATES
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What’s Happening Today

« CBP conducting importer surveys of supply chain
practices.

« CBP Detentions - at least 8 brands and retailers affected

WP | NTED STATES
| FASHION INDUSTRY ASSOCIATION




What do Fashion Brands and Retailers Think?
Perspectives in 2021
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Top Business Challenges for 2021

In February

What do you think are the top business challenges for
20217

« COVID-19 impact on the economy and business
(67%)

* Managing risks from forced labor in the supply chain
(48%)

* Increasing logistics costs and delays in the supply
chain (42%)

Source: USFIA Survey 2021
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Evergreen priorities for younger shoppers

38%
33% 29%

Suppliers’ Carbon footprint - Carbon footprint -
labor practices delivery production

W17-38yrs W >38yrs

Source: Pwl Holiday Outlook 2020
() How important are each of the following when making your holiday purchase decisions?
Base: 357, 666

(Source: PwC Holiday Outlook 2020)
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COVID Challenges

Which of the following impacts of COVID-19 on apparel sourcing
are likely to continue in 2021?

Shipping delay and supply chain disruption 94.7%
The cost of transportation and logistics increases further 78.9%
The cost of textile raw material we source increases further 63.2%
Challenging to conduct factory audits 42.1%
The apparel factories which make my products short of workers 36.8%

The cost of finished garments we source increases further 31.6%

Have to deal with large quantities of unsold stock because of weak
demand

26.3%

The apparel factories which make my products short of textile raw
materials

Source: USFIA Survey 2021

UNITED STATES
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Sourcing Perspectives in 2021

Regarding the apparel sourcing trends in 2021, which of the following
apply to your company?

In 2021, we plan to source less from China

In 2021, we plan to source more from Asian countries other than
China

In 2021, we plan to diversify textile material sourcing from Asia

In 2021, we plan to source more from the Western Hemisphere

In 2021, we plan to source more “Made in the USA” product 15.8%

Source: USFIA Survey 2021

UNITED STATES
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FORCED LABOR

WORKING GROUP

APPAREL OETAT RETAIL INDUSTRY
roorwerr INIRIF rema, @ LEADERS ASSOCIATION

Our mission:
* Coordinate industry’s approach to forced labor, with focus on Xinjiang

4 UNITED STATES
FASHION INDUSTRY ASSOCIATION

* Share intelligence among industry partners
* Develop best practices on approaches to forced labor

. édvocate for clear guidelines and transparency in the process on the Forced Labor
tatute

* Review the Forced Labor Statute and update it to reflect the realities of 21st
century global supply chains and provide transparency to all stakeholders



Thank You!

Julia K. Hughes

President

U.S. Fashion Industry Association
www.usfashionindustry.com

Contact us at:

—

info@usfashionindustry.com et el
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Sourcing Cotto

Topics > Sourcing & Manufacturing > Fiber Science

Basic Information for Developing or Adjusting Sourcing Strategies

The United States imports textiles from more than 80 countries. Brands, retailers, and companies importing apparel
and other textiles have many choices when it comes to the geography of sourcing cotton and cotton products. As
companies develop or adjust their sourcing strategies, it is helpful to understand vital information about cotton,
trade in cotton and production, and manufacturing practices that can affect sourcing and traceability.

Many companies are searching for information about cotton production in China and how this may be affected by
current regulations by US. Customs and Border Protection.

& cottonworks




@ cottonworks
COttO NWorks ABOUT TOPIES EVENTS HESOURCES Considerations When Evaluating
Traceability Technologies

- . Cotton Incorporated works with companies and technology providers to evaluate and promote
Wh at ShOUld you CO nSI der When eval,uatl ng solutions that are beneficial to manufacturing with and sourcing cotton. While information about
technologies and products is not always publicly available, Cotton Incorporated encourages

tracea bi li ty teCh no I-Og ieS? thoughtful consideration of technologies and performance claims. The following information is

intended to serve as guidance for thinking about traceability technologies.

. . ) Traceability Technology Fundamentals
C Otto n | nco rpo rated wor kS Wi th com Da nies an d teC h no Logy p rovi d ers tO The fundamentals of existing traceability technologies intended to confirm cotton origin are based

: [ : : on one of two processes: inherent or additive. In an inherent approach, the product inherently
evaluate and promote solutions that are beneficial to manufacturing with has 5 dlotmciabin comemant raporiad b be linkad o th osigi, Tha ihernt comporant ool

and SOurCing CO’[’[OH. whlle information about teChnOLOgieg aﬂd prOdUCtS iS be trace elements, isotopes. microbiome. or other naturally occurring components in the material

that are inherent to the arigin's environment. For cotton fiber, where it is grown would be, in theaory,

not always publicly available, Cotton Incorporated encourages thoughtful associated with those inherent atfributes. For the additive approach, an additive that can be
identified through some test technique is applied at any point in the supply chain where the origin

consideration of techno[ogieg and performance claims. The fo[Lowing is known. Additives could be DNA tags, tracer chemicals or elements, dyes, or fibers designed to

be detected.
information is intended to serve as guidance for thinking about traceability
technolo g ies: Traceability Technolegy Considerations for Cotton

For inherent and additive technology processes. it is feasible that these technologies could
work for 100% single origin cotton if all the factors outlined in the evaluation recommendations

i section (see below) associated with textile processing are scrutinized. The critical challenge for
* Tracea bl “t‘}/ tec h no I'Og y ]Cu nda men ta LS both processes for most cotton products is the amount of blending that occurs during textile

. Traceabi “ty teCh nOlOgy COﬂSiderationS for COttOﬂ processing. Depending on the origin of cotton, blending can begin as early as ginning. In some

countries, cotton from multiple farm locations may be combined either before or as part of the

. E va l U atl on recommen d at | ons ginning process. Blending then cccurs in the laydown in a textile spinning mill. The textile mill might

knowr the position of every bale in a laydown and may know the origin of each of those bales. but
o Questions to consider rega rdless of the technolo gy approac h by the time the cotton goes through opening, carding, and multiple stages of sliver and roving
production, those materials have been continuously blended at each stage. Many spinning mills
s} G e St | ons tO con Si der’ S pec | ]Cl C tO | N h cre ﬂt teC h no LOg y met h Ods run multiple laydowns and opening ranges where cotton fibers may also be blended during sliver
. . o o and roving formation, making it impossible to know the absolute blend of which fiber origins end up
o Q ue St Ions tO consl der S pec | ]C| C tO ad d | t| Ve teC h no Log y m et h Od S in a specific lot of yarn. Blending further continues with the mixing of yarns for knitting and weaving.
The reliability of any traceability technology for most cotton goods is very much dependent upon
the extent of blending that occurs. Therefore, it is critical to evaluate how traceability technologies

perform in blended products.
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cottonworks

PAST WEBINARS:

Advancements in
Cationic Cotton
Technologies

Less Ouch, More Ahh:
Clinical Evaluation of the
Hypoallergenic
Properties of Cotton

EVENTS

Sourcing Cotton: Basic
Information for Adjusting
Sourcing Strategies

Artwork Files for
Knitwear Design

Consumers & Clothes:
Adapting to a Changing
World

The New Normal:
Accelerating Consumer
Trends in the Current &

Post-COVID World

Interested in sharing
this content with a
colleague?

Create a free CottonWorks™
account and find all past
webinars at cottonworks.com/
webinars.

Please allow 24-48 hours for this webinar
recording fo be added.

@& coltlonworks
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Sourcing Cotton

Understanding Chinese Cofton
& U.S. Import Regulations

Submit all final questions now @ Please take our brief survey on today’s
using the Q&A box on your screen. presentation prior to exiting the webinar.
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