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In the spirit of reconciliation, we acknowledge
the Traditional Custodians of Country throughout
Australia and their connections to land, sea and
community. We pay our respect to their elders
past and present and extend that respect to all
Aboriginal and Torres Strait Islander peoples.

In Australia, we have the privilege of learning from
incredible First Nations design traditions. First
Nations people have been creating clothing for
millennia with a focus on circular principles.

As we move forward on this journey towards
circularity in our industry, we are committed to
learning from the way things have always been
done by First Nations creators in this Country.
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Key terms and abbreviations

Definition of key terms

Steward

The business (‘steward’) who imports the clothing or commissions local manufacture. A
steward is the business who either owns a brand or has an exclusive relationship with a
brand for sale in Australia. Stewards are responsible for paying the contribution for the
garments contained within that brand. The contribution applies to the garments that the
brand owner/licensee procures for sale in Australia, regardless of whether they are
actually sold.

‘Procures’ includes:
e Manufactures in their own facilities, in Australia or elsewhere
¢ Commissions to be manufactured, in Australia or elsewhere

e Orders from overseas manufacturers or distributors/brand owners (products bought
and imported directly from distributors or brands outside Australia).

For ease of reference, this report uses the phrase ‘placed on the market’ as shorthand for
the full definition.

Unit definition

A unit is a single garment, or a garment set (for example, a pair of socks, multi-pack of
underwear) that cannot be sold individually.

Eco-modulation

Eco-modulation is a way to lower the cost of participation for stewards as well as drive
change. Stewards putting more sustainable clothing on the market will be eligible for a
reduced contribution. The recommendation is to lower (“eco modulate”) the contribution
by 25%, to 3 cents, if the new clothing has attributes that meet the specified criteria.
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Abbreviations

EPR Extended Producer Responsibility

ISO International Organisation for Standardisation
LGAs Local Government Areas

MRFs Material Recovery Facilities

NCPSS National Clothing Product Stewardship Scheme
NGO Non-Government Organisation

PSO Product Stewardship Organisation

PSCoE Product Stewardship Centre of Excellence
R&D Research and Development

SME Small and Medium Sized Enterprises

ToR Terms of Reference

See Annex A for a full definition of key terms.
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Exccutive summary

Why we need a response

The Australian fashion industry manufactures and imports over 1.4
billion units of new clothing into Australia every year, more than half of
which will end up in landfill.

Early estimates indicate the carbon footprint of clothing in Australia could be as much as
13 million tonnes per year. There is an urgent need for industry to work cooperatively to
better manage the environmental and human impacts of their product and material
streams, and move to circular models throughout the value chain.

On average, every Australian buys 56 items of clothing each year (second only to the
United States in the amount of clothing purchased). Most are made from non-renewable
and environmentally problematic materials, sometimes containing unsafe chemicals.

Australia has a thriving reuse sector, predominantly through charitable donations, however
much of what is donated is either not saleable in Australia or is unwearable. This costs
the charities millions of dollars in sorting and landfill fees. Due to the lack of systematic
collection of unwearable clothing and limited reprocessing infrastructure, over 200,000
tonnes of clothing is sent to landfill in Australia each year.

Despite the significant harmful environmental and social impacts of the clothing industry,
there is little financial incentive or regulatory requirement for clothing businesses to
change their practices. Regardless, due to consumers’ growing demand for ethically
manufactured products as well as global trends and regulations requiring the same, many
businesses are in the process of actively shifting to more sustainable operations.

Transitioning from a linear model to a circular one necessitates systematic and seismic
change across the value chain and can only be tackled with industry-wide collaboration,
as well as consumer behaviour change.

The National Clothing Product Stewardship Scheme called Seamless, will enable the
Australian clothing industry to do what no single organisation can do alone.

Seamless will empower the industry to collaboratively transform to a sustainable circular
clothing model that designs out waste and pollution, keeps clothes and materials
recirculating in the economy, while also building economic, environmental, and social
capital.

" National Clothing Product Stewardship Scheme Clothing Data Report (“Clothing Data Report”)
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Report overview

The National Clothing Product Stewardship Scheme is a plan to
transform how clothing is made, used, reused, and recycled in Australia
to create clothing circularity by 2030.

The name of the National Clothing Product Stewardship Scheme is “Seamless”. This name
is used throughout the report to refer to the scheme.

A circular economy is underpinned by a transition to renewable energy and materials. It
decouples economic activity from the consumption of finite resources. It is a resilient
system that is good for business, people, and the environment.?

The purpose of this report is to set out the recommendations of the scheme Consortium
(the Consortium) along with the detailed design of the Seamless: its scope, objectives,
benefits, revenue and expenditure, as well as stakeholders’ roles and responsibilities.

The Consortium includes representation from across the clothing value chain. It’s led by
the Australian Fashion Council (AFC), with Charitable Recycling Australia, Queensland
University of Technology (QUT), Sustainable Resource Use (SRU), and WRAP Asia Pacific.
Collaborating organisations are the Australian Council of Recycling (ACOR), Australian
Retailers Association (ARA), National Retail Association (NRA) and Waste Management and
Resource Recovery Association Australia (WMRR). The Consortium is guided by a reference
group of industry and experts.

2 ‘What is a Circular Economy’ by the Ellen Macarthur Foundation
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Clothing circularity by 2030
Seamless vision

A circular clothing industry in Australia by 2030, is one where responsible stewardship

and citizenship are embedded across the lifecycle from clothing design and production,
through to consumption and recirculation.

Seamless will guide a just transformation towards a resilient circular economy that
prioritises social and environmental wellbeing together with economic prosperity.
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Figure 1: Circular clothing lifecycle

Funds raised by Seamless will be put towards four priority areas:

Circular design: Incentivising clothing design that is more durable, repairable, sustainable,
and recyclable.

Circular business models: Scaling new revenue models for reuse, repair, remanufacturing,

rental, and other services that prolong the life of clothing and create new value while
lowering resource use.

Closing the loop: Significantly expanding existing clothing collection and sorting practices
for effective reuse, and enabling clothing to be recycled into new high-value products and
materials.

Citizen behaviour change: Encouraging changed practices in the community around
clothing acquisition, use, care, and disposal.
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Scheme objectives

1. Achieve clothing circularity by 2030: Provide industry with a pathway towards clothing
circularity in line with the Federal Government’s commitment to transition Australia to
a circular economy by 2030.

2. Address challenges that no business can tackle on its own: Enable industry
collaboration to achieve environmental and social improvements in line with consumer
demand, as well as government policy and regulatory requirements.

3. Decouple economic growth from resource use: Decouple economic performance from
virgin resource use, transition to renewable energy and materials, and create resilient
circular value-chains that operate within planetary boundaries.

4. Support a just transformation: Ensure economic and social well-being are preserved
during the transition towards circularity.

5. Improve responsible stewardship and citizenship: Empower industry and consumers
to take greater responsibility for the actions they take as they produce and consume
clothing.

Seamless Scheme Design Report 1



Seamless recommendations

1. Include all new clothing imported into or manufactured in Australia

Seamless is designed to cover all new clothing imported into or manufactured in
Australia including outer and underwear. It excludes single use protective wear,
footwear, and accessories.

2. Follow circular economy principles

With the aim of keeping clothing at its highest and best use, Seamless recommends
the implementation of the following ten circular economy principles, known as the
R-strategies?, in the following order: refuse, rethink, reduce, reuse, repair, refurbish,
remanufacture, repurpose, recycle and recover.

These principles rank actions such as ‘reducing’ and ‘reusing’ above ‘recycling’
because they utilise less resources and keep materials in circulation at their highest
use for longer.

3. Understand and address barriers

Seamless is designed to provide market interventions aimed at hastening the shift to
circular economy by addressing informational, technological, financial, and regulatory
barriers including:

e The lack of circular design, material selection standards and quality of make.
e The high cost of collecting and sorting unwearable clothing.

e The lack of product traceability throughout the value chain which reduces the
ability of businesses to maintain product stewardship.

e The lack of local skills and infrastructure which makes the delivery of the
R-principles challenging.

4. Create an independent Product Stewardship Organisation

a

An independent Product Stewardship Organisation (PSO) will be created to implement

the scheme and support the industry as it makes the transition from a linear to a
circular economy. The PSO will be governed by an independent industry board with
input from an Advisory Group.

5. Implement a government accredited scheme

While industry feedback indicated an appetite for a co-regulatory approach, the
Consortium recommends implementing a government accredited scheme in the
immediate term with a commitment to advocate for co-regulation if necessary.

3 Potting, J., et al., 2017. Circular Economy: Measuring Innovation in the Product Chain.

Seamless Scheme Design Report
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6. Fund four priority areas

Seamless is to be funded by a financial contribution paid by stewards on each new
item of clothing they place on the market. The recommended contribution is 4c per
unit of clothing.

The contribution is to be lowered to 3c per unit for clothing with circular design
attributes.

Seamless future outcome

Seamless will underpin the roadmap to circular clothing, creating the wardrobe of the
future. While it may look the same on the surface, the wardrobe of the future will
represent responsible stewardship and citizenship from clothing design and production,
through to consumption and recirculation.

ACQUIRED DIFFERENTLY LOVE FOR LONGER RECIRCULATE WITH CARE
A
Rented garments for short-term needs Garments repaired to keep in Items passed down through
More durable, and from use for as long as possible families or within communities
renewable resources Clothes in active use for decades Donate or resell
Made with recycled content Garments cared for Items shared amongst friends
More items purchased second-hand Unwearable clothing recycled

Made to order

Figure 2: The wardrobe of the future
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An Australian Government priority

In 2021, clothing textiles were placed on the Federal Minister’s Priority
List for Product Stewardship, with industry required to take action to
reduce the volume of clothing sent to landfill.

The Australian Government funded the Consortium, led by the Australian Fashion Council,
to develop a product stewardship scheme that considers action across the entire value
chain, from clothing design to use, reuse, collection, and recycling.

The scheme was to be designed by 2023 with the view that “Manufacturers, importers,
distributors and retailers should reduce the environmental impacts of clothing across the
lifecycle including through product design improvements related to durability, reparability,
re-usability and/or recyclability of clothing” by 2025.%

4 Minister’s Priority List 2021-2022, Department of Climate Change, Energy, the Environment and Water
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Approach to scheme design

The following design principles guided the scheme’s development:

e Keep it real: focus on bold but pragmatic approaches that will create the necessary
systemic shift.

e Be positive: take the approach of doing ‘more good’ not ‘less bad’.

o Respect the waste hierarchy: aim for the highest and best use for clothing, with waste
prevention as the ultimate goal.

¢ Recognise each part of the value chain: recognise that change is needed across the
entire value chain, from design to end of life.

Based on these design principles, the Consortium collaborated extensively with key
stakeholders to iteratively co-design Seamless over three phases:

Phase 1 — Examining material flows, policies, and practices nationally and internationally
to inform an initial scheme design.

Phase 2 - Developing the scheme design via stakeholder co-design workshops.®

Phase 3 - Providing recommendations for the scheme design, a transition plan for its
enactment, and a roadmap to clothing circularity by 2030.

These phases formed an evidence base, which is outlined in more detail later in this
report.

e 4

b

3
.
v
’

.=

5 Full details of the co-design workshops can be found later in this report
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Scamless operations

Seamless priorities

The Scheme will support four priority areas that aim to keep clothing at its highest and
best use and create a circular economy. They address upstream interventions by
encouraging circular design and business models, as well as downstream interventions to
improve the collection, sorting and recycling of unwearable clothing. A breakdown of the
proposed interventions within each of the four areas can be found later in this report.

) () Q

N

CIRCULAR DESIGN CIRCULAR BUSINESS CLOSING THE LOOP
Brands to design garments MODELS Support payments for

that are more durable, Pilots and support to effective collection and
have recycled content de-risk new business models sorting. Establishing trusted

and are recyclable. to extend the life of clothing. end markets for recycled

o Bt . Rental materials.
« Materials ¢ Reuse and resale * Recycling
* Manufacturing * Subscriptions * Collection and sorting

« Made to order

2
CITIZEN BEHAVIOUR CHANGE

Nationwide education campaigns for reuse, donation, buying better, caring for clothes.

Figure 3: Seamless priority areas

Seamless funding

Seamless is funded by a financial contribution (levy) paid by stewards, to the PSO, on
each new item of clothing they place on the market. The PSO will be governed by an
independent industry Board with input from an Advisory Group.

The contribution is 4c per unit and it’s recommended that payments are based on
clothing placed on the market in the previous period (quarter, half year or year).
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A steward is the business who either owns a brand or has an exclusive relationship with a
brand for sale in Australia. Stewards are responsible for paying the contribution for the
garments within that brand. The contribution applies to the garments that the brand

owner or licensee procures for sale in Australia, regardless of whether they are actually
sold. ‘Procures’ includes:

Manufactures in their own facilities, in Australia or elsewhere
Commissions clothing to be manufactured, in Australia or elsewhere

Orders from overseas manufacturers or distributors or brand owners, that is, products
are bought and imported directly from distributors or brands outside of Australia.

The contribution has been calculated based on the funds required to deliver the scheme’s
objectives. Individual stewards can decide whether this cost is passed on to consumers

and how they communicate this. If the cost is passed on, it will have little impact on the
overall cost of clothing for consumers.

Figure 4 demonstrates how the funds generated by Seamless are applied across the

whole product lifecycle to address industry barriers.
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Figure 4: How funds are applied across the circular clothing lifecycle
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Projected revenue and expenditure

The projected scheme revenue and expenditure is based on the RPS® economic modelling
commissioned by the Consortium, which was developed using available Australian data.

The analysis is based on comparative schemes in Australia and overseas, tailored to the
clothing industry in Australia. The modelling helped the Consortium determine how the
funds raised by the contributions should be spent to deliver the objectives and the per
unit contribution required.

The economic modelling used available data on clothing sales, collection and sorting
costs, recycling infrastructure availability and costs, and markets for recycled materials,
to establish a complex model. This model is designed to be updated and refined as the
scheme is established and phased operationalisation takes place.

A range of scenarios were assessed for projected revenue based on steward sign up rates
by volume. A moderate rate has been assumed in expenditure projections.

The table below shows projected revenue based on different steward sign up rates by
volume.

STEWARD SIGN UP PROJECTED PROJECTED INCOME
RATE BY VOLUME INCOME PER YEAR WITH 20%
(as a % of total) PER YEAR ECO-MODULATION
Conservative 40% $24m $22m
Moderate 60% $36m $33m
Optimistic 80% $48m $44m
Mandatory full sector 100% $60m $54m

Figure 5: Projected Seamless revenue

6 RPS provides specialist advice to the Centre of Excellence and are experts in economic modelling.
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The graph below shows Seamless functional areas, aligned with the new and improved

activities each function is expected to generate.

DEDICATED Product Stewardship Organisation
ADVOCACY for whole industry
Cross sectoral CO-ORDINATION

Individual BRAND SUPPORT
CIRCULAR DESIGN expertise

TECHNICAL
WORK
NATIONAL EDUCATION SUPPORT
CAMPAIGN on clothing PAYMENTS -
citizenship and care COLLECTING,
SORTING
& RECYCLING
COMPLIANCE &
AUDITING
MNEW SCHEME BERAND
IMPROVED transparency
and assurance R&D AND MARKET

DEVELOPMENT

NEW COLLECTION OPTIONS
for unwearables

IMPROVED sorting

of all clothing

NEW pilots for circular business models and textile recycling

MEW industry wide research

INNOVATION for new tech and business models
Building the BUSINESS CASE for circularity

Figure 6: Scheme functional areas and activities

This graphic shows the proportion of expenditure across the functional areas of Seamless,

when 60% of the market by volume is participating. Under this scenario, the total income

is $33m per year.

$2.5M
TECHNICAL
WORK

SUPPORT
$2m EDUCATION PAYMENTS —
COLLECTING,

SORTING
& RECYCLING

COMPLIANCE &
AUDITING
$2m
R&D AND MARKET
DEVELOPMENT
$5M

Figure 7: Seamless projected expenditure

$20M
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Projected outcomes

Although this report does not define specific targets, the impact of
Seamless on clothing circularity has been modelled based on the
scheme’s projected income and expenditure.

The PSO will define targets once the scheme is established.

The modelling indicates that a single rate product contribution that provides support
across the collection and recycling value chain is expected to divert 60% of end-of-life
clothing from landfill by 2027.

Projected outcomes include:
e Increase in clothing reuse
e Increase in the volume of unwearable clothing which is recycled

¢ A shift from lower value recycling (for example, rags and stuffing) to higher value
recycling (for example, new garment production)

e Less clothing disposed of in landfill
e Greater citizen participation in circular business models, reuse and recycling

e New commercial opportunities for stewards resulting from circular design and
business model innovations

As Figure 8 shows, a continuing increase in clothing reuse and a significant increase in
unwearable clothing recycling is projected as a result of the implementation of the

R-principles across the value chain. Initially, some of the recycling will be to lower value

outcomes such as rags and stuffing. Over time, higher value recycling, such as new
garment production, is expected to increase as this becomes the main market for

recycled materials. The modelling shows that this could result in a five-fold reduction in

clothing to landfill, including offshore landfill.

CHANGING FATE OF END OF LIFE CLOTHING 2023 TO 2030
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Figure 8: The changing fate of end of life clothing 2023 to 2030
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Governance

The recommended governance model is based on international best practice adapted to
the Australian context.

Seamless Product Stewardship Organisation (PSO)

An independent PSO, governed by an independent industry Board with input from an
Advisory Group, will be created to administer the scheme (see the ‘Governance’ section
later in this report for further details). This recommendation is based on international
best practice adapted to the Australian context.

The PSO will be responsible for the operation of Seamless, including administering
membership, determining eligibility and responsibilities, reporting and financial
management.

Co-regulation considerations

Although the scope of the project was to develop a voluntary scheme, during the industry
co-design process, the feedback from stakeholder consultations indicated an appetite to
implement a co-regulatory scheme.

This aligns with the global trend to co-regulatory rather than voluntary approaches. There
are also several existing Australian schemes already operating on a voluntary basis that
are now seeking regulation.

Key comments from industry on the benefits of co-regulation are summarised below:

e It would make it easier for internal stakeholders within individual organisations to
progress change, as investing in scheme participation would be mandatory rather than
voluntary.

e It would help alleviate participants concerns that their contributions are supporting
‘free-riders™.

e It would accelerate progress towards scheme objectives.

e It would make it easier for the PSO to forecast income and expenditure and provide
better visibility to the market on activities and the level of contribution required.

7 The term ‘“free-riders’ refers to businesses or organisations that may benefit from the implementation

of a product stewardship scheme but are not contributing members of it. Free-riders are a critical issue

for product stewardship schemes, as they pose a threat to participation and the overall effectiveness of
product stewardship (PSCoE, 2021). The PSO will need to monitor the risks of free-riders and continue to
follow global best practice for addressing the issue. Source: PSCoE, 2021, ‘Overcoming Freeriders’
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Implementation of any government regulation needs to follow the Australian
Government’s Impact Analysis process®. Government authority is also required and new
legislation needs to be developed and approved.

This is a government led process that requires a strong evidence-base, including a full
cost benefit analysis to determine how any new regulation will affect Australian
businesses, individuals, and community organisations, as well as broader economic
impacts.

The industry accepts that it should not wait for a co-regulatory scheme to be put in place
before acting because:

e Regulation is not guaranteed. If the Minister considers sufficient action is being taken
on a voluntary basis, the product could be removed from the priority list.

e The development and implementation of the legislation could take up to five years,
and the industry cannot wait this long to take action.

e The development of a co-regulatory scheme is uncertain and could be influenced by
changes in government and political priorities.

e There are still options available to the PSO and government to encourage participation
by industry, even before the legislation is enacted.

e Commencing now enables stewards to potentially influence the architecture of any
regulation (within the bounds of the government process).

Recommendations

Getting started promptly is imperative for Australia’s clothing industry to achieve local
and global circular economy and carbon emissions reduction targets. Therefore, in terms
of co-regulation, the Consortium’s recommendations are:

e To commence the scheme immediately on a voluntary basis

e To pursue government accreditation for the voluntary scheme to enable government
to provide as much support as possible to the recruitment of stewards

e To establish a PSO with the flexibility for future alternative stewardship pathways

e To review the performance of the voluntary scheme and the evidence for regulation on
an ongoing basis

e To engage closely with government during the implementation of the voluntary
scheme to share outcomes and challenges and discuss future regulatory options.

8 2023 Australian Government Guide to Policy Impact Analysis
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Scamless stalkkeholders

The transition to a circular economy requires whole industry collaboration from
stakeholders across the value chain.

The table below lists the stakeholder groups and how they will participate in Seamless.

STAKEHOLDER

STEWARDS

Large stewards
(turmover greater
than $250m pa)

Small to medium
sized enterprise
(SME) stewards,
including micro

businesses (turnover

less than $250m pa)

SUPPORTERS

Clothing stockists

Charitable and
commercial reuse

Recyclers and
reprocessors

Circular service
providers

Industry experts

DEFINITION

Clothing importers
and brand owners.

Small and mediurmn sized
importers and brand
owners of clothing.

They have the option to
waive their contribution if
annual imports are under
1,000 units.

Retailers who sell
clothing owned by
third party brands that
have headquarters

in Australia.

Businesses that
collect and/or sell second
hand clothing.

Businesses who recycle
textiles mechanically,
chemically or biologically.

Businesses operating in
rental, repair, repurposing,
and remanufacturing.

Educators, consultants
and researchers.

MEMBER TYPE

Steward member

Steward SME
member

Supporter member

Supporter member

Supporter member

Supporter member

Supporter member

RESPONSIBILITIES

Pay a contribution per unit of clothing
placed on the market.

Participate in scheme priority activities.
Engage customers.
Gather data and report.

Pay a contribution per unit for clothing
they place on the market.

Participate in scheme priority activities.
Gather data and report.

This is a simplified access model.

Ask brands they stock to participate
in the scheme.

Promote the scheme to
their customers.

Collect and sort wearable and
unwearable clothing.

Gather data and report on volumes
collected and sorted.

Be accredited.

Recycle or reprocess unwearable
clothing material into feedstock for
new products or materials.

Gather data and report on
volumes recycled.

Be accredited.

Follow R-principles supporting highest
and best use.

Gather data and report on activities.

Provide expert input into
technical areas.

Participate in working groups.
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STAKEHOLDER

GOVERNMENT/REGULATORS

Local Governments

State and Territory
Governments

Federal Government

BENEFICIARIES

Citizens® All wearers of clothing

in Australia

Figure 9: Seamless stakeholders

DEFINITION

MEMBER TYPE

Supporter member

Supporter member

Policy maker
and regulator

Beneficiaries

RESPONSIBILITIES

Partner in the collection and sorting
of wearable and unwearable clothing.

Partner in communication activities
with citizens.

Be accredited where relevant.

Support the goal and ambitions of
the scheme by providing financial
and regulatory support and
infrastructure planning.

Lead co-regulatory process.
Set out policy.

Provide financial and
regulatory support.

Plan infrastructure.

Engage in responsible clothing
acquisition, use and disposal

Membership in Seamless is available for stewards and supporters.

Seamless stewards

As the key stakeholders and funders of the scheme’s activities, stewards enjoy exclusive

and extensive benefits including:

Strategic

e Shift to a circular economy business model to future proof their business

e Be seen to respond authentically to global challenges

e Address a global issue at a national level

e Work collaboratively to manage risk from value chain transformation

9 The Consortium specifically uses the word ‘citizens’ rather than ‘consumers’ to illustrate the change
that is required from merely consuming clothing to developing better citizenship of it as a precious

resource.
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Brand

e Brand positioning as a global leader in sustainability and circularity
e Ability to promote proactive leadership via new marketing channels
e Build social licence to trade by demonstrating legitimacy, credibility and trust

e Enhanced engagement with existing and future customers

Operational
e Belong to a network that brings the whole supply chain together, discussing and
addressing common problems

e Upskill in-house teams with circular design principles which will be informed and
shaped by Seamless

e Maintain momentum with the PSO providing evidence-based technical support and a
network of like-minded partners.

Financial

e Economies of scale through collaboration with peers facing the same challenges

e Reduce risk of pilots and new ventures through access to funding and co-ordinated
efforts

e Measure and report on environmental impacts cost effectively
e Access new resources through the PSO, to help drive progress in key impact areas
e Get ahead on eco-modulation and make savings on product design

e Leverage new opportunities and revenue streams from circular design and business
model innovations

e Potential for access to new investment opportunities

Seamless supporters

Organisations that form part of the circular clothing value chain are critical to the overall
success of the scheme. There is no direct charge to these organisations to be part of the
scheme, but they are expected to contribute to the delivery of outcomes.

Supporter benefits are outlined later in this report and they include access to funding,
resources and support from the PSO to improve business models and capabilities.
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Phases of implementation

In order to effectively establish a PSO and commence activities with
active steward participation and input, the Consortium recommends a
phased approach to the implementation of Seamless.

JUNE 2023 - JUNE 2024 JULY 2024 - DEC 2029
Scheme transition PSO fully operational and Circular clothing economy
managing the scheme in Australia

Figure 10: Seamless implementation timeline

The first phase from June 2023 to June 2024 will be a transition phase that focuses on
onboarding Seamless foundation members and recruiting future stewards and supporters.

The transition phase will be facilitated by the Product Stewardship Centre of Excellence
(PSCoE) under the direction of a Transition Advisory Group (TAG) which will be formed for
the sole purpose to establish the PSO and its Board. Foundation members of the TAG can
then become Board members or members of the Advisory Group to the PSO. The current
AFC Project Director will provide project management support to the PSCoE to ensure
continuity and a smooth passage to creating the PSO.

The transition phase will focus on establishing the PSO, including the necessary
governance, structure and workplan.

Once the PSO is formed as a legal entity, it will build-up resources and capacity. A three
year business plan, communications plan and stakeholder advisory plan will be developed
to achieve agreed objectives and execute priority activities.

Allowing one year for the transition phase also allows stewards to allow for the
contribution per item financial model in their budgets by July 2024.
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The future of clothing

A circular clothing industry in Australia by 2030 is one where responsible
stewardship and citizenship are embedded across the lifecycle from

clothing design and production, through to consumption and
recirculation.

Seamless will guide a just transformation towards a resilient circular economy that
prioritises social and environmental wellbeing together with economic prosperity.

Clothing waste has become one of the largest contributors to Australia’s waste problem.
It is time for industry to take the lead and transform the way clothing is designed, made,
accessed, recirculated, and repurposed at the end of its useful life.

In consultation and collaboration with stewards, supporters, government and consumers,
Seamless will address challenges that no single organisation can address on its own.

By tackling and implementing the four priority areas identified by the Scheme - circular
design, circular business models, closing the loop and citizen behaviour change - the

clothing industry can collaboratively reimagine its future and achieve clothing circularity
by 2030.
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CLOSING THE LOOP
+ Most clothing diverted from landfill at the end of life.
High value recycling facilities scaled, including fibre-to-fibre.
Increased collection of both wearable and unwearable clothing.
A lively manufacturing and remanufacturing industry.
Circular economy workforce in sorting, remaking, collections, recycling.

Figure 11: Clothing circularity in 2030
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Towards Net Zero

As growing climate change impacts are experienced across the globe,
the message that greenhouse gas emissions must fall is unambiguous.

The United Nations recommends overall emissions reductions of 45%'" by 2030 to reach
Net Zero and to limit global warming to no more than 1.52C by 2050.

In September 2022, the Australian Federal Government passed the Climate Change Act
which set national targets for cutting emissions by at least 43% by 2030 and reaching Net
Zero by 2050.

In October of the same year, the Minister for Environment and Water, Tanya Plibersek, led
the Environment Ministers Meeting’s commitment to “work with the private sector to
design out waste and pollution, keep materials in use and foster markets to achieve a
circular economy by 2030”.

Getting started promptly is imperative for Australia’s clothing industry to align with the
government’s circular economy and carbon emissions reduction targets.

Transforming the industry value chain to a circular model of production and consumption
is critical for the clothing industry to remain competitive, relevant and viable.

If we start now, Seamless can guide the just transformation of the Australian clothing
industry to a socially, environmentally, and economically prosperous circular economy by
2030 and towards Net Zero by 2050.

'© United Nations Environment Programme (2022). Emissions Gap Report 2022: The Closing Window -
Climate crisis calls for rapid transformation of societies
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The evidence base

Analysis of the Australian
clothing value chain

The Australian clothing value chain is well resourced and vibrant at fibre production and
at retail, but with diminished local manufacturing capacity and the associated
skills/businesses.

Australia's overall fashion and textile sector generated more than $27.2 billion in national
economic contributions in 2020-21. This is equivalent to roughly 1.5% of the economy.
Over 489,000 jobs are created by the sector in Australia, across a wide range of functions,
with 77% of the workforce being female". The ~$19 billion/pa Australian retail sector is a
highly competitive one with over 13,700 businesses retailing clothing. Of this number,
close to 80% are small scale businesses.

Australian citizens are high consumers of clothing, averaging 56 items per person, per
year. Australia has a strong charity and commercial reuse sector which keeps over 700
million units of clothing in circulation. Although textile recycling is nascent, Australia has
a world-leading commercial textile recycling facility in operation and a growing group of
innovators finding open loop and downcycling solutions for clothing™.

The design of the National Clothing Product Stewardship Scheme is informed by the best
practice, structure and governance of other product stewardship schemes in Australia and
around the world; as well as a deep understanding of the barriers to clothing circularity
from the perspectives of each identified stakeholder group (see Section 3).

,?, ,?,?/

" See AFC, 2021, From High Fashion to High Vis.
2 See AFC Global Scan Report for full discussion.
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Australian clothing material
flow analysis

The Consortium conducted an in-depth review of the data available on Australian clothing
material flows, this can be found in the Clothing Data Report®™. Some of the key findings
from this report are shown below. Unless stated, the data shown is from 2018-19 which is
the latest non-COVID affected year.

The data shows that Australians are amongst the highest consumers of new clothing per
year, second only to the United States, totalling an average of 56 new clothing purchases
per person, per year.

Australians are very motivated to donate unwanted clothing, fueling a lively clothing reuse
sector and respect for resale business models, which handles 190,000 tonnes of donated
clothing annually. Nonetheless, many new clothing purchases are still left unworn in
wardrobes.

Recycling pathways for textiles both on and offshore are underdeveloped, meaning that
unwearable clothing is almost always landfilled. Australian landfills takeover 200,000
tonnes of clothing per year ™

Informal swap or sale

. —
Clothing (20,000 tonnes)

manufactured in Reused in Australia

Australia (51,000 tonnes)
(10,000 tonnes)

Clothing already in use Donation Exported for reuse
(1,440,000 tonnes) (190,000 tonnes) (105,900 tonnes)
Clothing 1
manufactured outside Recycled
Australia and (7,000 tonnes)

imported Landfill in Australia

(373,000 tonnes) (227,000 tonnes)

Total new clothing Clothing already in use

(383,000 tonnes) (1,440,000 tonnes)

All clothing Where clothing goes Breakdown of
(1,823,000 tonnes) (437,000 tonnes) clothing donations

Figure 12: Flow of clothing in Australia by weight

® See AFC NCPSS Data Report.pdf
* See AFC NCPSS Data Report.pdf for full analysis.
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Global scan

To build insights for Australia, a global scan was conducted focusing on the policies,
practices and technologies to support clothing circularity™.

The scheme design process took into consideration approaches in 12 jurisdictions. The
European Union is leading the charge through pushing for mandatory Extended Producer
Responsibility (EPR) policies for member states, as well as additional policy levers such as
stricter regulation on sustainability communications and waste. There is one mandatory
scheme in operation (France, since 2007) and many in development at national or regional
levels.

Industry-led voluntary stewardship schemes are in two countries — The United States of
America and New Zealand, with an industry and government co-lead voluntary agreement
in place in the UK.

Many other countries including Hong Kong, Ghana, South Africa, India and the Netherlands
provided diverse examples of how mechanisms and logics of product stewardship can be
used to harness industry power and agitate for change.

Key elements of these schemes have informed the Australian scheme design, including:

e Funding the scheme through contributions from producers (stewards)

e Eco-modulation (reducing the contribution based on certain criteria) to incentivise
circular design

e Taking a whole of lifecycle approach to include upstream and downstream activities
e Approaches to amplifying the work of collectors, sorters and recyclers

e Citizen behaviour change campaigns

e The need for close contextual understanding of place and local industry

e Prioritise social alongside environmental concerns, and

e Use mechanisms of product stewardship to coordinate cross-sectoral partnerships
and collaboration.

5 See AFC Global Scan Report PDF

Seamless Scheme Design Report 31


https://ausfashioncouncil.com/wp-content/uploads/2023/05/AFC-NCPSS-Global-Scan-Report.pdf

Economic modelling

To support the development and design process, RPS AAP Consulting (RPS) and the PSCoE
were commissioned to investigate, analyse, and assess the feasibility of funding options
to underpin Seamless, using currently available data. The analysis is based on
comparative schemes in Australia and overseas, tailored to the clothing sector in
Australia.

The modelling helped the Consortium determine the level of contribution needed, and
how the funds raised by the contributions should be spent to deliver the Seamless
objectives. It did this by incorporating the currently available data on clothing sales,
collection and sorting costs, recycling infrastructure availability and costs, and markets
for recycled materials, into a complex economic model. This model is designed to be
updated and amended as more or better data becomes available, and the assumptions on
which the modelling is based can be refined.

The scope of the economic modelling report included:

¢ Development and assessment of Seamless income based on the clothing sector and
operation of other successful schemes

e Development and assessment of suggested Seamless expenditure based on the
clothing sector and operation of other successful schemes

e Economic assessment of proposed levy options based on units, value or weight, and

e Economic assessment of proposed eco-modulation elements and different models.

The analysis of funding options was supported through the development of an economic
model to iteratively develop, test, and refine funding options. The model reviewed:

e Expenditure parameters: The purpose, amount, and type of expenditure by Seamless
e Funding parameters: The method and rates used to collect revenue from members
o Market structure assumptions: The size and market shares of industry members

e Material flow assumptions: The amount of clothing available to collect and expected
to flow through Seamless supply chains, and

e Economic assumptions: The value of clothing at the wholesale, retail or resale stages,
as well as assumptions relating to inflation and interest rates.

The economic model supported this iterative process by modelling the implications of the
chosen option on levies, cash flow and diversion.
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MODEL

MODEL
OUTPUTS

1. Market structure: Incremental market share represented by each additional industry member (that
is, extent of market concentration or fragmentation)

2. Seamless design: Scheme expenditure, how revenue is raised, and the form of the levy, including
whether it is tiered and includes eco-modulation

3. Economic assumptions: Inflation and interest rates
4. Markets and material flow: The flow of clothing under business as usual
5. Impact assumptions: The extent of diversion achieved by Seamless

6. Model outputs: The levy required to fund Seamless, as well as cashflow and diversion impacts

Figure 13: Economic model structure

The Consortium used the model to develop options for review and testing for the financi

operation of the scheme. The selection of the recommended funding option is based on
the modelling provided by RPS. The findings of this model are presented later in this
report.
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Co-design industry consultation

The methodology to co-design Seamless identified targeted approaches to build an
evidence base that would inform the scheme content and development.

Stakeholders across the value supply chain were identified for consultations, workshops
and targeted individual meetings which provided a depth and breadth of insights and
perspectives. In total, there were 15 targeted workshops, over 20 keynote and panel
representations and over 130 one-on-one meetings and briefings with industry and
stakeholders. The results of the co-design consultation can be found at Annex B.

Further targeted methods of gathering evidence included a pilot project and case studies.
The pilot project trialed best practice collection systems for clothing reuse and recycling
in multi-unit dwellings where a clothing collection system was established with close
monitoring and evaluation of the effectiveness of this system. The full report can be
found at Annex C.

To further support the co-design process, a reference group of senior stakeholders from
across the clothing value chain met throughout the project to provide insight and input on
the Seamless scheme and its main design features. Reference group members are
identified at Annex D.

The project also conducted three public online town hall meetings, providing information
and responding to questions from industry. Over 900 participants attended across the
three meetings.
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Scamless stalkkcholders

The transition to a circular economy requires whole industry collaboration from
stakeholders across the value chain.

This section sets out the various stakeholders for Seamless, focusing on who will
participate and what they are expected to do. Additionally, it examines their influence and
impact, and what the transition to a circular economy for clothing might mean for them.

Scheme membership

Seamless membership will fall into two categories:

1.

Stewards: Brand owners of clothing who will pay the contribution per unit of clothing
put on the market. Stewards will confidentially report their clothing data - both on
units purchased/manufactured (to determine their contribution) and progress against
the targets (through the annual reporting process). Stewards are also expected to
participate in working groups and contribute to circularity pilots and projects with
support from the PSO. SME Stewards are also encouraged to participate and report
but at a simplified level, with support for SME stewards from the PSO on a one-to-
many basis.

Supporters: Organisations who will be critical to the overall success of Seamless (in
addition to the stewards). There is no direct charge to these organisations to be part
of the scheme, but they are expected to contribute to the delivery of the required
impacts, for example, through participation in working groups, pilots, trials and
accreditation activities. Some will receive support payments for accredited collection,
sorting and reprocessing activities. They will be expected to share data to support the
evaluation of progress. Supporters are split into the separate groups shown below.

The general public of Australia forms the third group of stakeholders who have influence
on the clothing value chain. Clothing is a necessity for all and although individual citizens
will not be Seamless members, the scheme will help Australians responsibly acquire, use
and dispose of their clothing.
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Stewards

Stewards includes any business that puts new clothing onto the market in Australia,
whether via bricks and mortar stores, online retail, or both.

A steward is the business who either owns a brand or has an exclusive relationship with a
brand for sale in Australia. Stewards are responsible for paying the contribution for the
garments contained within that brand. The contribution applies to the garments that the
brand owner and/or licensee procures for sale in Australia, regardless of whether they are
actually sold.

‘Procures’ includes:
e Manufactures in their own facilities in Australia or elsewhere
e Commissions to be manufactured in Australia or elsewhere, and/or

e Orders from overseas manufacturers or distributors/brand owners (products bought
and imported directly from distributors/brands outside of Australia).

Based on a range of industry analysis, it is estimated that the top 30 clothing retailers are
responsible for over 60% of the units placed on the market. Most of the largest retailers
sell their own brands of clothing. The market share of these top 30 businesses makes
them important players within the sector. Alongside these 30 is a long tail of small,
medium, and micro-businesses that make up the remaining brands and/or retailers.
Seamless should find a way to engage SME brands that is simple for the businesses and
does not put an unbearable administrative burden on the PSO.

The recommendation is that a straightforward pledge is made by SME participants based
on key circular activities (for example, committing to X% recycled content, implementing
the circular design guidelines etc - details will be determined by the PSO) and a simple,
annual self-reporting mechanism based on the original pledge alongside a simple payment
system.

Stewards are split into large enterprises (turnover more than $250m) and SME (turnover
less than $250m). The levy applies equally to all stewards except for those putting less
than 1,000 units on the market, for whom there is an option to waive the fee.

Role of Seamless stewards

Stewards occupy central roles in Seamless scheme coordination and will be key to
unlocking circularity across the system. Steward financial contributions will fund most of
the activity that happens within Seamless, and they will also be encouraged to change the
way their businesses operate to achieve circularity. The key transformations are in
clothing design, manufacturing, and distribution - all of which are largely controlled by
stewards.
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Many stewards are already acting on their responsibilities. The stakeholder engagement
process revealed that many brands have implemented some circular economy principles
into their business practices. Seamless will provide a ‘home’ for these initiatives, facilitate
consistent support, and provide impact evaluation for them.

These individual brand efforts are not enough however, as they are limited to what one
organisation can do alone. Therefore, a key priority of Seamless is to support what
stewards cannot do alone. This could include elements such as de-risking pilots for new
circular business models, convening businesses on cross sectoral issues, engaging directly
and indirectly with consumers, and supporting the installation of new collection, sorting
and recycling infrastructure to enable brands and retailers to meet Seamless targets.

The common elements for all stewards include:
e Pay the contribution
e Participate in the circular design activities with the PSO

e Participate in R-strategy interventions such as circular business models and recycling
and reprocessing trials

e Participate in shared key messaging to citizens and communities
e Participate in pre-competitive collaboration, and

e Confidential data reporting

More information on the technical details can be found later in this report.

Some elements, such as confidential data reporting, will be consistent across the
membership. This is to ensure that progress can be accurately reported. Similarly, paying
the contribution will be a consistent process for all stewards, ensuring a balance between
simplicity for the PSO and accommodating the needs of businesses.

The recommendation is that these processes are as simple as possible and leverage other
internal processes wherever possible to minimise the call on the business (for example, if
a retailer already has to report certain data to other authorities or schemes, such as
modern slavery reporting, the PSO will ‘piggyback’ wherever possible). Other elements will
look different for each steward depending on the nature of the business, the product
offering and customer base, the level of ambition and expertise, and their individual
activities and priorities.

Steward activity

Seamless will foster collaborative partnerships between stewards through various means.
This will be in the form of:

e Identifying steward priorities for action and improvements as well as barriers and
challenges using:

- Steward surveys to identify and prioritise innovations and map any existing activity
- Citizen surveys

- Targeted member steward initiatives, and

- Discussions with the reuse and recycling sector
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e Working groups to cross industry tasks and focus on specific topics to deliver on
Seamless priorities. The recommendation is to begin with working groups on circular
design, circular business models, policy, consumer insights and collection and
recycling. See Annex E for further information.

e Collaborative action webinars which give the opportunity to inform stewards of the
priority areas and what support may be available for them (funding opportunities, pilot
proposals).

e Face-to-face networking opportunities for businesses to meet and discuss potential
partnerships

e Enabling a network and fostering relationships across the value chain

Building these collaborative relationships can take time and requires funding to get
technical projects off the ground. Pilot activity will be planned into circularity actions and
will be informed by the Seamless membership. An example of a potential pilots could be
using digital technology to support the shift to circularity (for example, digital product
passports or RFID thread).

Set out below are some examples of how different stewards might engage in Seamless.
They do not represent any specific brand or retailer, nor are they fixed templates for
participation. In practice, each steward will work with the PSO to determine their role in
delivering the shared objectives of Seamless.

EXAMPLE 1

Steward A might be an enterprise retailer focusing on high volume, relatively low-cost
units. Their agreed priority initiatives could focus on designing clothing to be more easily
recyclable (for example, more single material products) and on securing more recycled
content for new products.

Steward A would therefore participate in the recycling working group, implementing the
good practice already available and supporting the development of new best practice as
the industry progresses. They may trial or implement a take back scheme in stores for all
clothing (both wearable and unwearable) to support the collection and sorting of more
clothing for reuse (through a charity partnership) and recycling, and work with the
recycling industry to provide bankable contracts for their offtake products.

Steward A could focus their participation on encouraging people to bring their unwanted
clothes to the store for reuse and recycling (for example, in partnership with a charity and
recycler).

EXAMPLE 2

Steward B is a low volume, high value retailer and their engagement with the PSO could
focus on designing for durability and adopting circular business models, and they would
join these associated working groups. They may partner with a charity or other reuse
organisation and/or offer other services to their customers such as repair and take back
of their own brand of clothing. They may trial different business models such as clothing
subscriptions or made to order.
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Steward B’s participation in consumer messaging would focus on encouraging people to
buy less but more durable clothing and keep it in use for longer. They would also share
messaging around care and repair.

EXAMPLE 3

Steward C is a high-volume department store, selling a range of brands (including their
own) ranging in price points. They could be involved in projects focusing on engaging
customers in store, raising awareness of the impact of clothing, and highlighting brands
and products that meet higher standards. They would use their position to encourage the
brands they sell to become members of Seamless. They may also trial a reuse offering
across their stores, using the trial to determine how to set this up most effectively.

Steward C may also engage with their brands as well as their own designers on
implementing more circular design.

Supporters

Supporting organisations will be encouraged to participate in the delivery of
Seamless. There is no direct charge to these organisations to be part of the scheme, but
they are expected to contribute to the delivery of the required impacts.

The specific nature of the participation will vary according to the organisations but could
include:

e Joining working groups and participating in groups around specific topics or
challenges, such as:
- Policy working group: Federal, State and Local Governments and regulators
- Increasing collections: charities, local government, recyclers, sorters

- Consumer behaviour change: repairers, non-government organisations (NGOs) and
not for profits, universities and research bodies, and/or

- Helping to identify and fill innovation needs: Federal and State Government and

universities.

e Collecting, sorting, and recycling clothing textiles, following the principles of highest
and best use, and undergoing auditing and reporting. These activities will attract a
support payment per tonne (more information is provided later in this report).

e Expanding existing and building new recycling infrastructure: Federal and State
Government and recyclers and reprocessors.

e Sharing learnings and outputs with their networks (for example, peak industry bodies)
to help with disseminating information and speeding up the pace of change.
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Some supporters involved in the delivery of Seamless will also be required to share data
and insights on the ongoing delivery of the scheme’s activities. For example, where
charities or commercial businesses have received financial support payments to
underwrite the additional cost of collecting unwearable clothing, they will be required to
report on the amount collected and the onward destinations for these. Other information
could also be required, for example, how any received support payments are spent.

Membership benefits for supporters include:

e Support for charities in their primary role as a clothing re-circulators. This includes
support to extend their reuse activities and develop new skills and capabilities to
make them fit for the future, as well as access to improved quality and increased
quantity of donations

e Assistance for all collectors of clothing (commercial and charitable) though increased
collection hubs, financial support and technical support from the PSO

e Access for recyclers to clean bulk streams of clothing

e Support for the growth of the repair industry and a resurgence in repair skills as a
critical component of keeping clothing in use for longer

e Access for (re)ymanufacturers to new end markets for products, and/or

e Reduced costs for local governments through the diversion of clothing waste to new
collection and reprocessing schemes, as well as increased engagement with residents
through citizen communications.

All supporters will have:

e Access to the coordination efforts of the PSO and stewards to create larger impacts
across environmental, social, and economic factors, potentially contributing to
financial performance, ESG reporting, staff retention and other business performance
metrics

e The opportunity to stay ahead of new or stricter regulatory requirements
e Access to consumer insights and messaging

e Access to funding and resources

e Third party and government endorsement

e Support in identifying and measuring their impact

Clothing stockists
Retailers who only stock third party brands will not pay a contribution, but they should

join Seamless as supporting members. They could encourage the brands they stock to
sign up to Seamless and promote Seamless messages to customers.
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Fibre producers and manufacturing

This category includes growers of natural fibres, yarn and fibre processors, spinners,
fabric, and garment manufacturers. While these businesses will not be paying members of
the scheme, their participation is critical. Manufacturers in particular play a critical role in
circular design, expanding remanufacturing capabilities, and creating markets for recycled
content. The recommendation is that engagement with these businesses is undertaken by
the PSO via the stewards as well as through the recyclers for ‘open loop’ applications for
recycled content (which would apply to a broader group than just clothing manufacturers
and fibre growers).

A global effort is required to address fibre and fabric production changes. As 97% of
clothing is imported™, and most local manufacture is from imported fabric. The
recommendation is for the scheme to support better, lower-impact material choices
through the Circular Design activities (Section 5.3.2). A plethora of interventions must be
made to set the industry on the required trajectory including both the decarbonisation of
the value chain as well as the circularity actions in clothing products themselves. While
stewards are ultimately responsible for the design and production of clothing, it is the
manufacturing sector who will be required to fulfil these updated design briefs and
product specifications.

In a circular economy, fibre producers and manufacturers will become ‘re-circulators’ and
remanufacturers. Manufacturers will procure recycled content and/or remanufacture
reclaimed fabric, fibre, or polymers into new products or materials. End-of-life natural
fibre clothing that is unsuitable for other applications may be composted back onto farms
to sequester carbon and improve soil health.

Fibre producers and manufacturers can also offer technical input into the PSO industry
advisory group and working groups.

Reuse operators — charitable and commercial

Organisations encouraging and facilitating reuse are critical to the success of the
scheme. There is a long tradition of reuse of clothing and many other items,
predominantly through ‘for purpose’ charity organisations. The charitable reuse and
recycling sector has been operating under circular economy principles for over a century
and operates 3,000+ charity and social enterprise retail outlets. The sector is
characterised by the presence of large national charity shop operators as well as many
smaller independents and single shop operators. These organisations do the bulk of the
existing sorting of wearable and unwearable clothing that is collected and donated.

The reuse sector is also facilitated by peer-to-peer sharing via social media or local
clothing exchanges and events, as well as clothing-specific commercial reuse
organisations and platforms supporting resale, subscription, and rental business models.

6 See AFC Global Scan Report PDF
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Many clothing retailers are also now including resale platforms alongside their traditional
sales models, and the partnership between stewards and reuse operators is a key
opportunity for unlocking circularity.

The charitable sector has a resource recovery rate of 86% for clothing, meaning that 14%
of donated textiles go to landfill in Australia. After being sorted into wearable condition,
62% of donated clothing is exported to the global second-hand market where eventually
some of this product will end up in foreign landfills. Especially as the clothing industry
begins to favour reuse business models, it will be the responsibility of the reuse sector to
verify that the export of clothing for reuse is producing social and environmental benefits.

For Seamless to achieve its objectives, there needs to be a significant increase in the
amount of reused clothing purchased. Given this required increase, it should be possible
for all types of reuse businesses to thrive in this market. A priority for the scheme will be
to expand local clothing transfer and reuse. While the increased consumption of reused
clothing will grow the local market, not all used clothing is saleable in Australia. Thus,
partnerships around the world will be vital in ensuring wearable garments are reused in a
manner that delivers social and environmental benefit including establishing end of life
recycling in destination countries.

Monash University released its headline findings from the ARC Grant “Measuring the
Benefits of Reuse in a Circular Economy”” and developed draft National Reuse
Measurement Guidelines that provide an Australian first methodology to effectively
measure reuse and quantify its triple bottom line impact™. Despite reuse sitting near the
top of the waste hierarchy as a best and highest use intervention and the reuse sector
generally acting as an environmental, economic, and social activator, it is currently largely
unsupported financially by governments.

Given the capability within this sector for sorting and the need to increase the amount of
unwearable clothing collected, the recommendation is that charities collecting wearable
and unwearable clothing are included in the organisations eligible for the collection
support payments alongside commercial reuse operators, local governments, and other
potential operators.”

7 See Measuring the Benefits of Reuse

'8 See Benefits of Reuse in the Circular Economy | Monash

® The collection rebate will be scoped in detail by the PSO and will follow the relevant legal and
governance requirements as well as requiring transparency and clear reporting on activities supported by
the funds. Detailed eligibility criteria will be developed in collaboration with the Advisory Group and other
relevant stakeholders.
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Recyclers and reprocessors

Both chemical and mechanical recyclers will play a critical role in the success of the
scheme. While prevention and reuse are the preferred options, all clothing will reach the
end of its useful life eventually. At this point, the maximum value should be captured
from as much of it as possible by processing it through high value recycling (both open
and closed loop).

The clothing recycling industry is nascent in Australia, hampered by a lack of consistent
feedstock at the scale required. The experience of recyclers already in the market
suggests that access to global markets for offtake recycled fibre is available and that the
industry could increase throughput significantly and be able to sell its products. Australia
has one commercial innovator in this space, and expanding on this will require the
establishment of new and scaled capabilities. A priority for the scheme will be to expand
local recycling of unwearable clothing. Limiting factors to be addressed in the creation of
the market for recyclers are:

e The ability to sort by fibre type to specification

e The different processing for cellulose and synthetic fibres
e Separating blended fibres, and/or

e Consistent feedstock

The major limiting factor is the lack of processing capacity at scale, a challenge shared
globally.

Effective sorting and decommissioning of clothing, particularly through automated sorting
technologies is critical for providing a consistent, sufficient supply of inputs for recycling
technologies at scale. The installation of this infrastructure could incorporate reuse and
design capabilities, and directly involve reuse organisations should they be prepared to
invest/collaborate.

Seamless will support a significant increase in the recycling of unwearable clothing and
notes that local, onshore recycling has additional benefits including reduced
transportation costs and emissions, contribution to the local economy, and the provision
of skilled jobs. The current lack of Australian recycling capacity is a local challenge in a
global market. Scheme support payment structure (see more information later in this
report) can be dynamically adjusted by the PSO in response to the shifting capacity locally
and globally, and enable greater support to flow to fostering local recycling capacity, as
appropriate.

Building a robust and thriving local recycling/manufacturing industry that works closely
with the regulators and clothing sector not only provides national benefit, but also helps
to future proof itself against changes in the global markets. The sector should ensure that
the local market can compete effectively with international practitioners. It is important
to note that clothing is a global market and that there are potential benefits to being
globally connected e.g., in case of plant downtime, access to global best practice and new
technological developments, and/or for specific, hard to recycle materials?°.

20 See this table for a global list of recycling facilities.
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All elements of the recycling process, including sorting, de-commissioning, and storage,
will be required to adhere to the relevant regulatory protocols in place.

Building markets for the recycled products from these plants is critical to their success.
Secure offtake contracts are a critical element of being able to secure

financing. Australian procurement practices can assist in this, for example, by prioritising
recycled content in new products. The fibre or polymers captured through recycling of
clothing have a wide range of high-value uses. The recommendation is that the scheme
takes a mass balance approach to building markets for recycled products given the global
nature of the clothing industry and the unequal split of fabric and garment manufacture
between Australia and other regions (especially Southeast Asia).

DEFINITIONS OF FORMS OF RECYCLING

e High-value recycling is where the clothing is processed to allow the fibre to be used
again in clothing or other products. It remains available for further recycling. A
preference is given to recycling that enables the recovered resource to be used in new
clothing as this substitutes virgin fibre. This can be achieved by a mechanical recycling
method where garments are shredded and the fabric spun back into fibre. It can also
include chemical recycling where the fabric is taken back to its chemical components
and reformed into new recyclate that can be spun into clothing or used in producing
other products.

e Downcycling is where the clothing is diverted to a use that is then not available for
further recycling. The use of clothing fabric as rags is an example.

Seamless will support the growth of the recycling industry in several ways:

e Increasing the amount of clothing collected, especially the unwearable fraction that is
suitable for recycling. As part of this, the scheme will work with existing collectors
(including those in the recycling industry) and new collectors. The scheme will ensure
that, where scheme expenditure is supporting collections, that the focus is on
consistent, good quality collections, with minimal contamination, supported by best-
in-class communications

e Increasing and/or improving sorting facilities and methods
o Aggregation of collected and sorted clothing

e Increasing the demand for recycled products (current evidence suggests that demand
outstrips supply)

o Leveraging the scheme’s influence and networks to encourage the inclusion of clothing
recycling into other support initiatives (for example, the Modern Manufacturing Fund,
Clean Energy Finance Corporation, state government funding support), and

e Investigating the provision of financial mechanisms to support new infrastructure (for
example, loans, loan repayment guarantees) and by working closely with the finance
markets to crowd in private sector investment.
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Where clothing has been sent offshore for sorting, the scheme will encourage the
repatriation of the unwearable fraction to Australia for recycling or disposal wherever
practical. Although the scheme’s current remit is only for clothing, it will seek to support
the recycling of broader textiles as far as possible, recognising that clothing forms only
one element of potential recyclers’ inputs.

It is recognised that the recycling industry in its formative stages will require support
through support payments for collection, sorting and reprocessing. The proposed support
payments (see further information later in this report) are for 2024/5. In future years
support payments will be recalibrated to incentivise and/or align with industry
development. The PSO will be responsible for determining support payments, in
discussion with representatives from the value chain.

Seamless will also seek to support the recycling industry with data and evidence to
support infrastructure planning.

Recovery businesses

COMPOSTING OF CLOTHING

Composting may be a reprocessing option for a proportion of clothing made from natural
fibres. There remain some technical barriers to the safe and effective composting of
clothing. For instance, understanding the impact of textile dyes and finishes on soil
health. However, composting has the potential to scale quickly and there is work being
undertaken on this within the cotton industry.?! There is currently a Standards Australia
consultation underway for biodegradability of textiles that will be an important technical
input into circular design guidelines. Australia is uniquely placed to consider the role of
composting as a scalable solution for end-of-life clothing that cannot be re-worn or have
its fibres effectively recycled. This would be seen as an accepted pathway for support
payments at a lower level than high value recycling.

WASTE TO ENERGY

For consideration further down the waste hierarchy, having unwearable clothing sent for
waste to energy is seen as a preferred outcome over landfilling in the short term. With
over 200,000 tonnes currently going to landfill and no higher outcome diversion options at
this scale yet, waste to energy may play a transitional role in the end-of-life outcomes for
clothing. As high value recycling opportunities are developed and expanded, waste to
energy should be seen as a lower priority and throughput reduced. This would be seen as
an accepted pathway for support payments at a lower level than high end recycling.

21 Cotton Australia. (2022). Cotton circularity project shows positive results.
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Collectors and sorters

There is currently an extensive collection pathway for wearable clothing through charities
and other reuse agents. As the focus expands to the collection of all clothing, Seamless
will build on this current large-scale pathway for end-of-life clothing. There will be a
strong need for sorting of wearable clothing, but also sorting wearable from unwearable
clothing. Further, there will increasingly be a need to sort clothing by fibre type to allow
its transfer and reprocessing back into new fibre outcomes and other uses.

For each reuse and recycling outcome there will be specific sorting needs and
specifications. The flow to each diversion destination will need to be undertaken in an
efficient, coordinated manner. Where unwearable clothing is collected with wearable
clothing by reuse operators, the scheme will support the cost of transferring the
unwearable fraction into recycling pathways through the support payments.

R-strategy businesses

There are a range of other businesses who will drive the increase in the R-strategies
required for the delivery of a circular economy. Their participation in the scheme is
critical. They will not be required to pay directly to participate but they will be expected
to contribute in other ways, particularly through reporting, data provision, and creating
circular markets and pathways for clothing.

Examples could include:

e Supporting efforts to increase clothing repair, both through existing repair networks
and by supporting the re-skilling of citizens

e Engaging strongly with consumer behaviour change campaigns and behaviour change
interventions to support a material shift in the desired behaviours

e Engaging with the collection and sorting of unwearable clothing to ensure the quality
specification is appropriate for the different types of recycling.

Repairers and remanufacturers

Encouraging the repair of clothing, either directly with the general public or in the repair
and reuse sector is critical to keeping clothing in use for longer. Australia has an existing
small network of repair shops which should be supported by Seamless to do more and
extend their reach. Access to good quality, good value repair facilities is important in
encouraging people to keep their clothes in use for longer especially given the lack of
repair skills in the population?2.

Stewards are a potential source of repairs for consumers either on a ‘product guarantee’
basis (that is, via in-store repairs) or for resale in store.

22 This could be supported through community education and outreach by Seamless.
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Repair opportunities are also worth considering for charitable organisations, either to
increase the proportion of saleable clothing from donations by carrying out basic repairs
prior to sale, and/or as an additional paid service to customers.

Furthermore, LGAs have the potential to encourage and support repair facilities (repair
cafes or community workshops) on council premises. Such activity could be supported by
social enterprises which provide additional benefits.

Beyond repair, clothing can be remanufactured into new clothing or other products by
reclaiming the fabric in clothing. Remanufacturing is typically undertaken at an artisanal
scale by SME designers, citizens, and social enterprises. While difficult to scale
commercially, remanufacturing forms part of a circular economy for clothing in which
materials are valued and transformed into higher value products.

It is recommended that Seamless focuses on increasing access to and take up of repair
and remanufacturing services by citizens and businesses (commercial and charitable).

Experts and specialist organisations

There are many other businesses that will provide input to Seamless over time, including
technology providers and technical specialists and consultants. It will be important for
the PSO to create links with these businesses to ensure that the skills and capacity in the
sector are growing at the pace required to support the systemic changes required.

This includes academia and education stakeholders who can participate by ensuring the
right skills and capabilities are being taught for a new generation of clothing industry
employees (for example, manufacturing innovation, digital design and sampling). Specialist
organisations and NGOs will also play a role in holding the PSO and stewards to account.
Industry activism will stimulate continual improvements, push the industry to act swiftly,
and support citizen education and behaviour change activities.

Peak industry bodies

Peak industry bodies will play two key roles:

1. Providing access to their members and brokering their participation in the scheme
2. Cascading good practice widely across the sector.

At the commencement of the voluntary scheme, the support of industry bodies will be
critical in securing the participation of stewards. The recommendation is that the PSO
work with relevant retail industry bodies to communicate with stewards during this phase.

The clothing sector in Australia is made up of a small number of large businesses and a
long tail of small and medium sized entities. While there will be a mechanism in the
scheme to enable access for SMEs, there will be many who do not join Seamless but over
time, will need to act. Peak industry bodies will be critical in cascading the outputs of
Seamless to the whole sector and encouraging them to take it up. Similarly, peak industry
bodies operating in other areas of the value chain will be crucial for engagement on their
sector’s role in the scheme. This includes the fibre industry and waste, recycling and
resource recovery industry bodies.
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Governments and regulators

The coordination of Federal, State, and Local Government will be required for Seamless to
be successful. Recently, there has been activity at all government levels to bring about
greater harmonisation, particularly across the waste and resource management sectors.
The development of Seamless at the national level, with the inclusion of mechanisms for
in depth involvement from all levels of government during implementation, is a chance to
bring greater consistency for communities, governments, and retailers across the sector.

The participation of all levels of government as well as the relevant regulators is critical
to the success of the scheme, notably in five key areas:

1. Creating a supportive policy context in which the scheme can have the best chance of
success. While businesses will be making the most change, even in any future co-
regulatory framework, the government's role (especially at the federal and state level)
should be to ensure that barriers to rapid progress are removed

2. Developing new infrastructure to create a strong clothing sorting and recycling
industry for high value products in Australia; this will require support from all levels of
government and regulators, especially at state level

3. Collecting input materials for new recycling infrastructure. The likelihood is that the
local government’s participation in the collection and sorting of unwearable clothing
will grow over time, generating the input materials required to grow recycling capacity

4. Supporting communications activity for citizens, especially at local government level
through communications with householders and local events and workshops

5. Committing to supporting a circular economy in government procurement practices,
which could include procuring recycled content and establishing offtake agreements
with recyclers.

More specifically, there are roles for each level of government to play.

Local Governments

Local Government Areas (LGAs) already play a critical role in the recovery of clothing for
reuse through their partnerships with reuse organisations, and in some cases through
household collections (e.g., via hard waste or one-off collection events). These
partnerships vary in nature, ranging from permission to put clothing donation banks on
council land/property through to strategic partnerships with specific charities, and
community education efforts. The engagement with LGAs found a wide range of
approaches and ambitions regarding the increased collection and reprocessing of clothing
(and other textiles).
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LGAs share a firm commitment to accelerating reuse, repair, and recycling in their local
areas. Similarly, many are facing funding challenges, not just for the interventions
required, but also for research and the development of the evidence base on what works
at scale. LGAs differ in housing density, socio-economic conditions, and other variables.
Similar to the State Government approach, many LGAs are searching for innovative new
approaches, but lack access to a quantification of the impact of existing collection
channels or other evidence/best practice. A lack of R&D funding has led to a wide range
of potential collection options without a firm evidence base on what may yield scale,
including home collections and multi-unit dwelling hubs which promise innovation but are
yet to prove commercially viable.

There is an opportunity for the PSO to work with LGAs on the evidence base so that
collection decisions are made based on efficacy and scalable volumes, and for a
harmonisation of a best practice approach to LGA collections across the country.

LGAs are also responsible for the current disposal of clothing through residual waste
collections. There is an incentive for LGAs to participate in waste prevention and separate
collection schemes (either directly or in partnership) to reduce the cost of landfill
disposal (which will increase in future years). Some LGA’s also own and operate Material
Recovery Facilities (MRFs) so there is also an incentive to create or support the creation
of improved pathways for clothing alongside responsible disposal messaging to citizens.
This messaging will help to prevent ‘wishcycling’ which is where householders place
clothing in the recycling bin even though it cannot be recycled or is not redirected to
recycling.

Seamless will support an increase in the collection of clothing, both wearable and
unwearable, and LGAs will play an important role in this (Section 5). Feedback from LGAs
during the co-design process confirms that there is no silver bullet for increasing
collections and that the increased cost of collecting unwearable clothing should be offset
by a rebate in the short term (until the value of the material itself can underwrite these
costs).

LGAs wish to provide good, consistent, well-designed collection and communication
services to households and to meet landfill diversion targets. They are also clear that new
collection systems should not cannibalise existing donations to charities for resale. LGAs
have been critical of product stewardship schemes where they are expected to play an
unfunded major collection or community education role. As such, it is important that they
are resourced with accurate data and messaging to support this.

State and Territory Governments

Almost all State Governments have some form of circular economy or recycling

strategy. Some of these mention textiles/clothing, and some states are developing or have
developed specific strategies for these materials. State governments will play a significant
role in the development of new recycling infrastructure. It will be critical to align these
discussions to support national level infrastructure planning based on forecast arisings of
unwearable clothing and to suitably situate reprocessing capacity.
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Additionally, as much of the relevant waste and manufacturing regulation and
enforcement happens at the state level, it will be critical to engage State Governments
and their regulatory bodies to ensure there are no unintended consequences or barriers to
increased collection and recycling of clothing. The PSO will also play a valuable role in
convening the State Governments to share learning and experience and enable a coherent
national picture to emerge. For example, if Australia were to follow the Dutch model of
specialist hubs, it will be critical for State Governments to collaborate on the
development of these, where each state could specialise in a particular area.

The New South Wales, Victorian, South Australian, and Queensland Governments each
have committed to their own state-wide textile plans. These plans are generally new and
there is limited funding within the states to deliver scalable solutions. Historically, much
of the line of sight from a State Government perspective has tended to be focused on a
recycling economy approach, rather than from a waste hierarchy or circular economy lens.
However, this is changing as more states adopt circular economy principles. An
opportunity exists to encourage collaboration and collective progress from all states as
part of a national approach.

Currently, what grants may be available for clothing and textiles seem generally focused
on new technology and innovation, but don’t include continuous improvement or scaling
approaches that currently work. Clothing and textile waste and its solutions do not
adhere to state boundaries, thus a deeper discussion around infrastructure development
including sorting, disassembly and/or fibre to fibre recycling plants will necessarily bring
State Governments into Seamless development.

Federal Government

The Federal Government has signalled its intentions through the inclusion of clothing
textiles on the minister’s priority products MPP List and the awarding of the grant for the
development of the scheme to the project consortium. There are specific future roles for
the Federal Government to play:

e Supporting the implementation of the voluntary scheme through the actions available
to it for government approved stewardship schemes

e Leading the development of any future new legislation (see further information later in
this document)

e Participating in the policy discussions hosted by the PSO as part of the
implementation of Seamless. The specific content of this working group is to be
determined but global best practice shows that some form of policy working group,
with a shared membership of government and business is beneficial to the ongoing
success of the scheme. There are other policy options to be explored in addition to
co-regulation (see further information later in this document), for example mandating
that any procurement from the Federal Government that includes clothing be
procured through members of Seamless

e Participating in closing data gaps relating to the clothing economy (for example, gaps
relating to what clothing is coming into the country at a consumer level)

e Contributing supporting finance to major recycling infrastructure projects.
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Citizens

The PSO will be responsible for developing a citizen behaviour change strategy made up of
campaigns and interventions. The term ‘citizen’ is used specifically (as opposed to
‘consumer’) to encourage a move away from the perception of clothing as something to
be consumed and discarded.

The communication strategy will be based on in-depth research and insight, segmentation
of population and behaviours and global best practice. A critical element will be ensuring
that citizens can trust in the processes and changes engendered by the scheme (for
example, trust that clothing is actually recycled). Citizen behaviour in selecting, washing,
drying, and storing of clothing will also be an important focus of the strategy.

Behaviour change has a central role to play in meeting the environmental and social
demands of the future. For this to happen, continued progress around policy, circular
business models and recycling technology is needed.

It is likely (though not specified) that stewards paying into Seamless will pass the cost of
their contributions to the consumer, via an increased cost of clothing. As stewards will
have the choice on whether to pass this cost on, it is important to note two things:

1. Citizens already pay for the negative outcomes currently in place for clothing through
local government rates and more broadly through the negative social and
environmental outcomes resulting from the current, linear clothing industry

2. The average total increased cost of clothing per person would be between $1.50 to
$2.50 per year.

There is no immediate recommendation for how stewards can or should communicate
this to customers. This will be reviewed in the early stages of the implementation.

Educating and activating the market

There is a proportion of the population who could be activated as a recruiting force for
Seamless, by encouraging stewards to sign up. This would mean communicating directly
to consumers about the objectives of Seamless and sharing a very simple call to action.
Many brands are already seeing a growth in customer expectation for a more circular
approach (though this is not necessarily borne out by changes in purchasing behaviour).

Media and influencers

Both general and fashion media will play a role in supporting circularity, particularly by
supporting narratives that motivate action. In a linear clothing system, the media is
primarily used by stewards to advertise new products and increase sales. In a circular
system, stewards can harness advertising to promote clothing care, repair and circular
business models and services. The media can promote circular initiatives and importantly,
be used as a tool for holding all stakeholders, including the PSO, to account. Media
platforms and individual influencers who have a voice to citizens and stewards can
encourage best practice in the space.
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Roadmap to
clothing circularity

The Roadmap to Clothing Circularity?® has been developed by the
Consortium and reflects the changes required across the clothing value
chain to achieve the Federal Government’s goal of achieving a circular
economy by 2030, and in line with Australia’s Net Zero target by 2050.

Roadmap overview

Australia has committed to achieve net-zero carbon emissions by 2050 and take heed of
the commitment under the Paris Agreement, of staying below 1.50 Celsius.24 By extension,
the 2030 Sustainable Development Goals obligate a commitment to better social,
environmental and economic practices which improve the wellbeing of citizens and
communities in and beyond Australia.

Using Seamless as the primary enabler, the Consortium has developed a Roadmap to
Clothing Circularity that will guide a just transition of the Australian clothing industry to
circularity by 2030.

The roadmap aims to:

o Inform and educate all stakeholders across the clothing value chain - from design to
end of life - including primary industry, clothing brands and retailers, charities,
recyclers, all levels of government, and consumers.

e Inspire businesses and citizens to act quickly, and encourage urgent action by
government, investors, organisations and other key stakeholders.

e Reveal a wardrobe of the future which represents responsible stewardship and
citizenship, from clothing design and production, through to consumption and
recirculation.

e Align with Australia’s goals to achieve a circular economy by 2030, progress its
commitment to the Paris Agreement to achieve Net Zero by 2050 and set it on the
path to meeting the United Nations Sustainable Development Goals.

23 Read the_ Roadmap to Clothing Circularity

24 DCEEW International Climate Action
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The roadmap follows the four priority areas of the scheme design: circular design, circular
business models, closing the loop and citizen behaviour change and identifies key actions
and timeframes that need to be met to achieve circular clothing design by 2030.

The roadmap also identifies the supporting external factors that will complement and
accelerate circular activities, such as additional policy levers, investment and finance,
infrastructure, skills and training, technology, innovation and research, primary industry
functions and cultural consciousness.

The roadmap should be considered a living document; while the Consortium can outline
the vision, the exact solutions, technologies, innovations and partnerships required to
achieve circularity by 2030 might not exist yet or be at a viable scale. Thus, the actions
identified in the roadmap will need to be revised and assigned more specific, measurable
targets as data gaps are filled and the global progress toward circularity complements
this action.

The five guiding principles of the roadmap are:

1. Australian: Uses Australia’s unique strengths to build a future for the clothing industry
that has a confident national perspective and global relevance.

2. Visionary: Offers a bold vision for the future, designed to inform and inspire. It is
optimistic, evidence-based and solutions focused.

3. Adaptable: Incorporates review points so that more specific, deadline driven metrics
can be iterated and updated. It is responsive to new knowledge and external
environmental influences.

4. Just: Acknowledges that any transformation needs to be inclusive, considered and
have a net-positive impact on people, planet and profit.

5. Collective: Understands that collective action is required to achieve circularity and
provides a framework for stakeholders to collaborate to enable change.
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Technical details

Scamless scope

For the purposes of this report, the “scope” refers to where the boundaries of Seamless
are set in terms of products, geography, policy, finances etc. It refers to what Seamless
will deliver.

The scope of the Seamless design is to address the full lifecycle of clothing in accordance
with the R strategies. This means working to design more circular clothes (that is,
improving the overall quality as well as the design, content, sourcing) encouraging citizens
to acquire clothing differently (including buying less, buying pre-loved, renting) as well as
ensuring clothing is recirculated at the end of life through high value recycling. Overall,
Seamless seeks to decouple economic performance from virgin resource use, shifting to a
circular economy that operates within planetary boundaries.

Seamless will address pre-consumer and post-consumer waste. Pre-consumer waste
includes manufacturing waste, unused materials (deadstock fabrics, off-cuts), and unsold
stock. Post-consumer waste includes all worn clothing discarded by consumers (wearable
and unwearable). The term ‘waste’ signifies only that the material has not been fully
utilised in its intended form and market; the reality is that it still has value which can be
unlocked through recirculation activities.

The financial contribution will apply to clothing manufactured in or imported to Australia.
The scope of the scheme is for the whole lifecycle of clothing, regardless of where it is
manufactured, recognising that changing manufacturing processes will play a significant
role in reducing the impact of clothing sold in Australia (and that most of the clothing
sold in Australia is manufactured elsewhere). The scheme recognises that it has a
stronger ability to influence change within Australia but will work closely with global
efforts to improve upstream fabric and clothing manufacturing impacts.
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The approach to target setting

The clothing industry is the fourth most polluting industry in the world, generating
between 4% and 8% of global greenhouse gas emissions?®. Clothing is acquired, worn, and
discarded in larger volumes than ever before. Increasing the already high levels of
consumption of new clothing does not provide for a sustainable model; a new way to
design and access clothing is required, alongside a new way to manage clothing when it is
discarded?s.

Delivering a circular system will rely greatly on innovation in the way the industry
operates, including changes to how products are designed, business models operate,
material flows are controlled, and the relationship between citizens and businesses.

Targets set by the PSO, in collaboration with stewards, should put the industry on the
trajectory to reduce the aggregate greenhouse gas footprint of clothing by 50%, sufficient
to limit global warming to 1.5°celsius in line with the Paris Agreement on climate change
and achieving Net Zero by 2050 at the latest.

The “Target, Measure, Act” framework

Target, Measure, Act is a framework that has been used successfully by other initiatives
around the world?’. It provides a simple, yet effective mechanism for an industry to agree
shared targets, to generate a baseline and measure progress, and most importantly, to
act.

A range of actions will contribute towards the targets, where the evidence enables
measurement. The scheme should include collaborative work to develop actions aimed at
circular use of products and materials. This collaboration should also include partnerships
with First Nations designers, leaders and communities who have always created clothing
with circular practices.

This report does not provide detailed recommendations on targets as it will be the
responsibility of the PSO and foundation members (Section 5.12.2) to determine the
shared targets for the scheme. However, there are some key areas of action that should
be addressed by the targets which are set out below.

25 Quantis, 2018, Fashion on Climate.

26 Gray et al., 2022, Reducing the Environmental Impact of Clothing, an exploration of the potential of
alternative business models.

27 For example by the Courtauld Commitment in the UK, a voluntary scheme to reduce the impact of the
UK’s food and drink sector, which has reduced food waste by 27%.
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Overall, stewards should collaborate to:

e Accelerate progress towards a circular economy for clothing

e Reverse the growing carbon impact of clothing placed on the Australian market by

setting a Target for making the transition to circularity, Measuring the impacts of their

product portfolio, and Acting on the priorities

e Engage customers to buy, use and dispose of clothing in new ways that reduce climate

impact and resource use.

Detailed recommendations for the actions taken by stewards will be developed by the
PSO in consultation with stewards, and these should include:

e Measuring the whole-life impact and circularity of their product portfolio, including
Scope 3 GHG emissions

e Setting targets to reduce impacts and increase circularity
¢ Making and implementing an action plan
e Reporting progress annually

e Taking part in cross-industry discussions to share insights, identify priorities and
develop solutions to key issues

e Influencing citizens to engage in more sustainable behaviour

e Contributing to evidence-based discussions on policy developments.

Metrics/KPIs by which Seamless will measure progress could include:

e Fibre source of clothing placed on the market
o Clothing sales per capita

e Additional clothing collected

e Clothing diverted from landfill

e Recycling capacity and efficiency

e Participation by stewards.

Climate action is needed that will address greenhouse gas emissions throughout the value

chain. Focusing on just one or another process and improving production efficiency will

not be enough to deliver the rapid reductions in emissions that are urgently needed.

One way to deliver reductions for the whole life cycle is to scale up reuse and recycling

activities, if these are able to displace at least some sales of new goods.
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Figure 14 demonstrates the carbon footprint of different fabric types for production
through to disposal, demonstrating the large potential impacts that can be delivered
throughout each stage of the clothing lifecycle.
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Figure 14: UK Carbon footprint from each life cycle stage, including displacement of impacts due to
existing reuse and recycling.?®
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28 SCAP 2020 Final report, WRAP

Seamless Scheme Design Report 57


https://wrap.org.uk/resources/report/scap2020-final-report#download-file

Scamless priority arcas

Seamless will support four priority areas that aim to keep clothing at its highest and best
use and create a circular economy. They address upstream interventions by encouraging
circular design and business models, as well as downstream interventions to improve the
collection, sorting and recycling of unwearable clothing.

) P <

P

CIRCULAR DESIGN CIRCULAR BUSINESS CLOSING THE LOOP
Brands to design garments MODELS Support payments for
that are more durable, Pilots and support to effective collection and
have recycled content de-risk new business models sorting. Establishing trusted
and are recyclable. to extend the life of clothing. end markets for recycled
- BEs . Rental materials.
* Materials * Reuse and resale * Recycling

* Manufacturing * Subscriptions + Collection and sorting

* Made to order

2
CITIZEN BEHAVIOUR CHANGE

Nationwide education campaigns for reuse, donation, buying better, caring for clothes.

Figure 15: Seamless priority areas

Why these priority areas?

Many cross-sector initiatives focus on shifting towards low carbon energy solutions.
While achieving the decarbonisation of energy is critical in the pathway to Net Zero, this
cannot be delivered without also increasing the circularity of clothing throughout its
lifecycle (for example, by extending the useful life of clothing, replacing new purchases
with pre-loved, increasing recycled content etc.)
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Importantly:

e Designing for circularity can affect the design, materials, manufacture, in use, reuse
and recycling stages.

e Implementing circular business models can affect all stages of the product life cycle
depending on what circular business model is implemented.

e Closing the loop on materials can affect the design, materials, manufacture, disposal,
and recycling stages.

e Citizen behaviour change can affect the retail, in use, donation/disposal, reuse and
recycling stages.

The four priority areas are set out below with an indication of the types of activity that
could be undertaken and how they could be phased:

e Phase 1 - Gather evidence, set standards & develop pilots.
e Phase 2 - Initial pilots complete, business case & impact savings quantified.

e Phase 3 - Pilots scaled up, transparent measurement exists & citizens demand circular
products & models.

The specific scope of what the PSO can do will be largely dictated by the membership
and uptake of the scheme; a higher number of stewards signed up to the scheme will
equate to a larger impact in each area.

Circular design

Seamless will work with stewards to develop and agree good practice circular design
principles (building on work that has already been done here and overseas, including the
knowledge of circularity embedded in Australian First Nations design practices). The
design principles will encourage greater durability, recyclability and use of preferred fibres
and recycled content in garments as well as minimising waste in manufacturing.
Stewards will be encouraged to implement the principles as appropriate to their business
model and customer base to reach the targets.

Phase 1 example activities

e Deliver citizen insights on clothing longevity and in use clothing behaviours to set a
baseline to measure against during the scheme

e Support trials and pilots to build the evidence base in measurement and
implementation of design standards, building on efforts already undertaken by
stewards

e Inform policy discussions

e Support consumer messaging with insights on care and clothing disposal routes.

Seamless Scheme Design Report 59



Phase 2 example activities

e Pilot design standards and share lessons learned within the scheme membership &
with peak industry bodies, publish the updated levels and impacts to date

e Set minimum standards for durability & recyclability in priority categories & provide
training for stewards

e Extend the durability benchmarking and ranking to more product categories, add
recyclability criteria and ranking

e Roll out further training for stewards

e Develop consumer messaging on the benefits of durable and recyclable products,
support stewards in pilot and roll out activity with consumer messaging

e Use evidence from work to further inform policy discussion on e.g., eco-design and
investigation of co-regulatory or mandatory product stewardship

e Provide evidence-based tools for decision making in businesses.

Phase 3 example activities:

e Publish evidence of the uptake and impacts of circular design standards
e Establish durability and recyclability rankings and criteria for product categories
e Work with stewards and peak bodies to ensure standards are widely adopted

e Continue to engage consumers on buying more durable clothing and taking care of
their clothes.

As the market develops, the need for some form of certification or accreditation for
circular design could benefit the market. An International Organisation for Standardisation
(ISO) standard for this is emerging. In advance of any formal accreditation, the scheme
will support progress towards agreement on circular design standards, the inclusion of
which in the proposed eco-modulation criteria would, in effect, be certification by proxy.
The PSO would also work closely with ISO as global standards solidify.

Circular business models

The scheme will work with the reuse operators, brands, retailers, and recyclers to
increase the capability and capacity of the existing reuse sector to collect, sort, repair and
sell more reused clothing; and to introduce profitable circular business models to the
industry.

It is recognised that extending the useful life of clothes is the most effective intervention
to reduce impacts by displacing sales of new clothing while maximising the value of
under-utilised clothes in people’s wardrobes. To reach reduction targets there is a need
to decouple business growth from the use of virgin raw materials, through repair, resale,
remanufacturing, recycled content, and new clothing acquisition models such as rental.

Seamless Scheme Design Report 60



Phase 1 example activities

Support the charitable reuse sector to upskill and increase the capacity of the sector
to deliver an increase in reuse

Increase the capacity to repair through investment in education and VET skills
development in the sector for example, up-skilling and re-skilling

Develop the business case for commercial circular business models, agree the
guidelines and evaluation of pilot projects, and commence pilots with stewards, using
cross-supply chain partnerships where appropriate

Deliver citizen insights on current consumer behaviours and attitudes to reuse and
circular business models to set a baseline to measure against and to share with
stewards for them to use

Deliver consumer messaging on donation, buying reused/second hand, and repairing

Evidence & research to support policy discussions.

Phase 2 example activities

A measurable increase in donation and resale of clothing is seen

A range of circular business models have been implemented across the membership,
pilot projects are evaluated, and lessons learned shared with stewards

Case studies and other communications materials published
Investment community engaged to support service providers

Further research on consumer attitudes, demand, and behaviours for circular business
models and to track changes over time — evidence of demand starts to appear.

Phase 3 example activities

All stewards are implementing a type of at least one circular business model as part
of their mainstream offer, but preferably more as certain circular business models suit
certain product ranges

Published evidence on the use of circular business models as a pathway to impact
reductions

Circular business models have become a social norm
Other innovative business models are developed through incubators
Continuing support for policy discussions

Continuing engagement with the investment sector.
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Closing the loop

Recognising that less than 1% of clothing is recycled globally,?® with similar rates
estimated in Australia, Seamless will work to coordinate action for a new recycling
economy in Australia for both closed (fibre to fibre)*° and open loop applications (fibre
and materials used in other products). The scheme will help to de-risk the growth of new
infrastructure by creating the demand for recycled content by engaging stewards and
citizens to create demand, support all willing stakeholders to collect, sort and reprocess
wearable and unwearable clothing, and work with the recycling sector to help underwrite
new capacity (both by supporting supply and demand and potentially also through
investment support).

Phase 1 example activities
e Co-create a business case & roadmap for open and closed loop recycling in Australia
(with attention to onshore vs offshore)

e Develop best practice for effective collection & sorting of materials and implement
support payments

e Measure materials collected from households through current collection methods and
tonnages going into the bin as a baseline® & implement low-cost improvements to
existing collections

e Support collections with appropriate consumer messaging, directly and through
scheme participants

e Engage the investment sector and test appetite for developing financial mechanisms
for infrastructure.

Phase 2 example activities

e More than half of stewards have set recycled content targets & early adopters share
lessons learned from pilots

e Further pilots & scale up is happening

e Material collected from households has increased in quality and quantity and people
are putting less clothing in the waste bin

e Building consumer research to support improved & increased collections
e Investment sector supporting infrastructure; additional plants in development

e Seamless financial mechanisms for infrastructure are in place.

2% Ellen MacArthur Foundation, 2017, A new textiles economy: Redesigning fashion’s future.

30 |.e., using reprocessed textiles as an input material for the manufacturing of new clothing/textiles.

3! Like WRAP’s Textiles Market Situation Report.
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Phase 3 example activities

e Stewards are meeting the recycled content targets set out in their clothing action
plans (which feed into overall scheme targets), pilot projects are scaled

e Widespread collections, sorting & reprocessing is in place

e Reduction in clothing in the bin & going to landfill

e Domestic & international markets for recycled content established
e Recycling unwearable clothing is a social norm

e Consumer messaging continues to support closed and open loop recycling.

Citizen behaviour change

This means changing the way Australian consumers access and treat clothing as a result
of direct interventions (that is, a consumer campaign) and by other indirect or technical
changes to products, the retail environment, and industry communications that help shift
behaviours. This priority area will ensure stewards develop appropriate messaging to
reach and engage their customers with preferred sustainable behaviours as well as
supporting national campaigns which will push for reduced consumption and increased
behaviours which reduce the impact of clothing.

The recommendation is that the PSO develops a harmonised, consistent, and nationwide
behaviour change program which supports stewards and other stakeholders (e.g., local
governments) to work with citizens to change their behaviour. This would be separate
from the brand of the scheme itself which stewards, and other members would be
eligible to use to demonstrate their participation.

The priority area of citizen behaviour change is not just about awareness raising but in
developing world leading consumer research and insights on how to promote clothing
citizenship. The program should be based on good behavioural science to underpin both
direct consumer facing communications activity, partner-led communication activity, and
other mechanisms to change people’s behaviours. It would be underpinned by initial &
ongoing research (for example, consumer panels, social listening, citizen surveys), detailed
consumer segmentation, and research on priority behaviours, actions and barriers.

Campaigns and target behaviours

Specific segments, key messaging, and target behaviours for the Australian audience will
be developed as part of this communications campaign, including tapping into existing
schemes and campaigns as well as working closely with state governments and education
departments to target primary and secondary students.
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Australia focused citizen research and insights will prioritise the target behaviours, but
global best practice suggest that the shift to a circular economy will require a
combination of the following changes in behaviour:

e Buying ‘better’ and buying less overall:

- A more thoughtful practice in purchasing clothes
- Selecting new clothes with a lower environmental impact
- Replacing some new purchases with second-hand and rental

o Keeping clothes in use for longer:

- Taking care of clothing better - understanding care labels, lower temperature
washing, stain removal, storage, making basic repairs

- Encouraging the repair of clothing items

- Upcycling®?

- Increasing the active use phase (that is, wearing items for longer)

e Accessing clothing in different ways:

- Renting clothes

- Clothing subscriptions

- Purchasing clothes through alternative business models (lifetime guarantee, made
to order, digital/sample-less purchasing)

e Knowing what to do with clothing no longer required:

- Donating wearable clothing
- Reselling wearable clothing
- Re-purposing clothing
- Use recycling services

Traditional attempts to influence the way people act are often based on communications
and awareness-raising campaigns. But for most people, knowing one has a responsibility
to address environmental harms, and knowing how or actually addressing them is
different. While communication campaigns are important to raise awareness, knowledge is
not the only driver to influence behaviour. A combination of communication campaigns
and behaviour change interventions will strengthen the impact.

32 Creating a new piece of clothing from the same garment, usually done on an individual or micro scale basis.
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Scamless operations

Income

The recommendation is for a financial contribution to be levied on each new item of
clothing placed on the market for all businesses who join the scheme. The contribution
applies to brands and retailers who are based outside Australia and import clothing as
individual orders, as well as Australian headquartered brands and retailers who bulk
import and/or manufacture locally. Figure 15 below demonstrates which businesses pay
the contribution.

Do you sell or give away
new clothing in
Australia?

" &

Do you own the brand
on the label inside the
clothing?

Do you import the
You pay the contribution clothes directly from an
overseas brand?

Do you buy the clothes
from a distributor, brand
or business based in

You do not pay the
contributon

You pay the contribution

Australia?
YE/ N)
You do not pay the Do you buy the clothes
contributon from an agent?

YES

You pay the contribution

Figure 16: Steward contribution decision tree
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Note that the contribution is levied on the units of new clothing commissioned, not new
clothing sold. Reused clothing will not attract a contribution regardless of who places it
on the market.

The consortium recommends that the contribution be set at 4c per item. This figure is
based on detailed economic modelling designed to determine what the required
expenditure is to deliver the scheme’s objectives and consequently, what the contribution
should be. The modelling suggests income of approximately $33m per annum on the
assumption of a moderate level of sign up across the industry (see Annex F).

A note on the cost of membership: the design of the scheme is such that clothing placed
on the market attracts the contribution, paid to the PSO by stewards. The
recommendation is that there is no direct cash contribution by other participants to join
the scheme. However, there are other ways in which stewards and other participants will
be expected to contribute to the delivery of the scheme. Participation in working groups,
the Advisory Board, pilot projects etc. all cost something to the organisation involved (see
the earlier stakeholder engagement section of this report). Similarly, the act of collecting
and reporting data incurs a cost within a business and will be expected from participants
all along the value chain.

It is proposed that the levy contribution be paid at the start of each financial year based
on the units placed on market in the previous calendar year, or regularly throughout the
year of operation. Each steward will provide their data on units confidentially to the PSO
who will calculate the levy payment required and invoice the steward, an alternative
option is for a nominated third party to calculate and invoice the stewards though there
would be additional costs associated with this. The data provided would also need to
indicate the proportion of units eligible for eco-modulation.

The total aggregate levy receipts would then form the Seamless expenditure budget for
the coming year. The scheme is intended to be as administratively light as possible. For
this reason, brands may be able to convert existing data in weight or value to units by an
accepted method. It is proposed that while levy payment will be a self-reporting method,
some spot checks may be deemed appropriate.

Eco-modulation

Eco-modulation is the discounting of the financial contribution per item for clothes that
meet specified circularity thresholds, as outlined below.

The recommendation is that the eco-modulation be set at up to a 25% discount rate for
compliant garments (i.e., 3c per item). The PSO will be responsible for setting, reviewing,
and changing the criteria over time to encourage continuous improvement.®®* Where there
are existing standards for the verification of garments, these will be applied. Where no
such standards exist, stewards will be required to self-report. The recommendation is for
the PSO to implement spot checks and to guarantee that stewards will be verified by a
third party at least every three years.

33 For example, the criteria could expand to include durability once there is agreement on the definition.
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Initially, the recommendation is that the PSO allow eco-modulation for two criteria:

SINGLE MATERIAL FIBRE

Garments made from a single fibre at a rate of at least 98%. This would mean the
garments would be more readily able to be sorted and recycled under a single fibre
stream. This addresses the challenge of recycling garments made with a complex range of
synthetic and natural fibres. For example, a t-shirt made of 100% cotton would meet the
eco-modulation threshold even if the tag or thread was not cotton, if these elements
were less than 2%. Similarly, an activewear garment made from 99% polyester with 1%
elastane would also meet the threshold. While still more readily recyclable, a garment
made of a mix of cellulosic fibre (cotton, viscose), or synthetic fibre (polyester, nylon)
would not meet the threshold if one material did not make up 98% of the fibre.

RECYCLED FIBRE

Garments that are made utilising at least 50% recycled fibre material would meet the
eco-modulation threshold. The definition of recycled fibre will include both pre- and
post-consumer recycled content. It could also be recycled content material from a non-
clothing source such as bottles or other packaging at the outset of the scheme.

To drive a market for post-consumer clothing recycling, this threshold will be adjusted
over time to focus primarily on the inclusion of post-consumer clothing recycled material.
In a global production market, it would be impractical to require that the recycled content
fibre was solely from Australian reprocessing sources.?*

The eco-modulation discount would apply for garments imported/manufactured in the
previous financial year that meet either of the criteria, single material or recycled
material. Garments meeting both would not achieve a higher discount.

Currently, based on an initial market scan undertaken by the consortium to see what
proportion of clothing on the market are blended fibres versus monomaterial, it is
estimated that 20% of clothing would meet one of the eco-modulation criteria. It is
proposed that a survey be undertaken to determine the eco-modulation compliant
fraction more precisely. It is expected that certain garment types will be more likely to be
eligible for eco-modulation at the outset as they can more readily be made from a single
material. This includes t-shirts, activewear and jumpers. Garments less likely to meet the
current criteria include jackets, underwear, and hosiery/socks.

34 A note on fibre switching - synthetic fibres have their place when the whole life cycle of a garment is
considered (using the right fibre for the right context). The recommended transitional approach to grow
the volume of preferred fibre in the market for example, substituting virgin PET for recycled, mulesed
wool for non-mulesed, conventional cotton for Better Cotton etc. In addition, currently natural fibres
retain the highest value for future recycling.
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Seamless will work with individual brands in assessing opportunities to design and
manufacture an increasing proportion of clothing (and in future, business models) to meet
the criteria. The intent of the eco-modulation is to both reward brands who have
garments/business models that contribute to a more circular approach, and to provide an
incentive to undertake further design changes even if this adds a price premium.

Consultation will also include local and global recyclers to ensure the criteria aligns with
their reprocessing and contamination guidelines.

Rationale for fee structure

The flat fee is based on the premise that the environmental burden is uniform across
clothing types. For example, while a jacket contains more weight of material and would
therefore cost more to transport and recycle, it has a higher likelihood of being resold
and/or reused. On the other hand, a pair of socks or underwear will generally reach the
end of its life immediately after its first owner is ready to dispose of them.

To note that the work of the scheme is designed to ensure that less clothing is brought to
the market that attracts a contribution. Over time, income to the PSO could decline,
however, this indicates that the industry is shifting towards greater circularity and will
mean that the PSO has less work to do.

Economic modelling

Projected revenue and expenditure

The projected scheme revenue and expenditure is based on the RPS3%5 economic modelling
commissioned by the Consortium, which was developed using available Australian data
(See Annex E).

The analysis is based on comparative schemes in Australia and overseas, tailored to the
clothing industry in Australia. The modelling helped the Consortium determine how the
funds raised by the contributions should be spent to deliver the objectives and the per
unit contribution required.

The economic modelling used available data on clothing sales, collection and sorting
costs, recycling infrastructure availability and costs, and markets for recycled materials,
to establish a complex model. This model is designed to be updated and refined as the
scheme is established and phased operationalisation takes place.

A range of scenarios were assessed for projected revenue based on steward sign up rates.
A moderate rate has been assumed in expenditure projections.

35 RPS provides specialist advice to the Centre of Excellence and are experts in economic modelling.
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Seamless projected revenue

The table below shows projected revenue based on different steward sign up rates by

volume.
STEWARD SIGN UP
RATE BY VOLUME
(as a % of total)
Conservative 40%
Moderate 60%
Optimistic 80%
Mandatory full sector 100%

Figure 17: Projected Seamless revenue

PROJECTED
INCOME
PER YEAR

$24m

$36m

$48m

$60m

Seamless functional areas and projected expenditure

PROJECTED INCOME
PER YEAR WITH 20%
ECO-MODULATION

$22m

$33m

$44m

$54m

The graph below shows Seamless functional areas, aligned with the new and improved

activities each function is expected to generate.

DEDICATED Product Stewardship Organisation
ADVOCACY for whole industry
Cross sectoral CO-ORDINATION

Individual BRAND SUPPORT

CIRCULAR DESIGN expertise TEGHNICAL

WORK

MNATIONAL EDUCATION
CAMPAIGN on clothing
citizenship and care

COMPLIANCE &
AUDITING
NEW SCHEME BERAND
IMPROVED transparency
and assurance

SUPPORT
PAYMENTS -
COLLECTING,

SORTING
& RECYCLING

RE&D AND MARKET
DEVELOPMENT

MNEW COLLECTION OPTIONS
for unwearables

IMPROVED sorting

of all clothing

NEW pilots for circular business models and textile recycling

MNEW industry wide research

INNOVATION for new tech and business models
Building the BUSINESS CASE for circularity

Figure 18: Seamless functional areas and activities
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This graphic shows the proportion of expenditure across the functional areas of Seamless,
when 60% of the market by volume is participating. Under this scenario, the total income
is $33m per year.

$2.5M
TECHNICAL
WORK
SUPPORT
$2M =
EDUCATION PAYMENTS $20M
COLLECTING,
SORTING
& RECYCLING
COMPLIANCE &
AUDITING
$2m
R&D AND MARKET
DEVELOPMENT
$5M

Figure 19: Seamless projected expenditure

Explanation of the budget categories

Supply chain support includes the funds paid out by the scheme to increase the
collection, sorting, and recycling of more unwearable clothing. The specific form and
function of the support payment will be determined by the PSO. Over time the support
payments can be dynamically adjusted by the PSO in response to the shifting capacity
locally and globally, and to meet scheme objectives.

Market development programs include the funding required to meet existing and new
research and development (R&D) and market development needs from the industry, this
could include a range of requirements such as technological, policy or legislative, business
cases as well as funding for new infrastructure. These needs will change over time and
the PSO will work in conjunction with stewards, other R&D/innovation providers, and the
finance markets to determine spending priorities (this funding could also be leveraged by
other R&D funding e.g., from academia and private finance).

Operating costs include the full operational costs of running the PSO. This includes both
the administrative costs of running the business (human resources, information
technology, finance functions, office costs, etc.) but also the technical staff that will
deliver the support to stewards and other scheme participants. This will include both in
house staff and additional capability bought in. This element also includes the minimum
required budget for the necessary citizen behaviour change work (though this can be
flexed up to deliver impact more quickly with additional income).
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The PSO will be run as leanly as possible, minimising overheads to ensure the bulk of
income is directed at delivering impact.

Technical work allowance includes funding for the broad range of technical projects that
will be delivered under the scheme whether by the PSO, stewards, or other stakeholders.
This could include pilot projects (especially where R&D outputs generated by the scheme
need to be scaled). This element can also be scaled up and down over time according to
scheme needs and available income.

There is significant support provided for collection and recycling given the challenges in
this area. The upstream activities are represented by the following lines in Figure 19:

e Administration and overheads: a significant element of this refers to the staff costs of
the PSO, being technical and account management staff required to support stewards
and deliver Seamless

e Marketing and education: the citizen behaviour change elements falls under this
budget line; and

e Technical work allowance: in addition to staff, further technical capability, pilot
projects, good practice development etc. falls under this line.

Rationale for expenditure assumptions

The model acknowledges that each step in the supply chain contributes to better design,
longer life and ultimately recovery and beneficial use. For the collection of unwearable
clothing, the cumulative amount of the support payment is based on both independent
cost research by RPS (see Annex F), extensive consultation with the industry, as well as
being broadly equivalent to the sorting incentive provided by ReFashion, the EPR scheme
operating in France.®®

In addition to volumetric payments for collection, sorting and recycling (i.e., based on the
tonnages processed), the model also adopts an additional approach for the sorting and
recycling steps. This means it invests in pilot projects that prove the technical and
commercial feasibility of high value recycling with transparent and sustainable end
markets and off takers and in providing security of supply by supporting collection and
sorting. A proposed definition of collection and sorting to use for rebates eligibility is at
Annex J.

The Consortium recommends such an approach because the inhibitor to investment in
recycling facilities is more likely to be risk and uncertainty relating to the feasibility of
business models, than the need for an ongoing subsidy.

36 See AFC Global Scan Report PDF
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A program of support projects can:

e Address technological, legal/regulatory, supply, and/or offtake risks (or perception of
risk) by investors

e Improve security of supply by supporting increased collections of consistent,
uncontaminated material

e Support the development of offtake markets through the participation of stewards in
the scheme committing to purchasing recycled content

e Provide data to bolster future investment

e Develop a track record of operating capacity in Australia, which should improve access
and costs of finance for such investment in the future.

Fundamentally, the objective of this approach is to support recycling facilities to move
towards self-funding in the long run by driving down cost and uncertainty and driving up
intake and offtake security.

There is an additional recommendation for the scheme to investigate the option to
provide other financial mechanisms for new infrastructure, these could include loans or
loan repayment guarantees. The scheme is unlikely to have enough funds to provide a
significant proportion of the costs of new recycling capacity so the market development
funds will need to be used more strategically to support new plants.

Rationale for support payments for collection, sorting and recycling

Currently, the Australian market does not support the large-scale collection, sorting and
reprocessing of unwearable clothing. As a result, over 200,000 tonnes of clothing are sent
to landfill in Australia each year. The scheme is seeking to develop an intervention to
address this market failure by providing support payments to organisations who collect,
sort and/or recycle unwearable clothing. The key principles of this support are:

e It covers the additional costs of dealing with unwearable clothing

e It is designed to encourage highest and best use by providing higher payments for
better outcomes

e It is time bound and will evolve with increased support for higher quality outcomes
over time

e [t is seeking to enhance, not inhibit, the development of a local sorting and recycling
industry.

The proposed initial support payments are set out in figure below including the activity to
be supported, the per unit payment and the allocation of market development funds.
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COLLECTION SORTING REPROCESSING TOTAL R&D & MARKET
($ PER ($ PER TONNE) ($ PER TONNE) ($ PER DEVELOPMENT

TONNE) TONNE) (IN $,000)
Destination
Local reuse 0 0 n/a (0] 500
Global reuse 0 0] n/a 0
High value 300 200 300 800 2500
recycling
Downcycling - 150 100 150 400 1000
rags/stuffing
Composting 100 100 100 300 1000
Waste to Energy 100 0 100 200
Regional freight TBC
Landfill 75 75

Figure 20 Recommended support payment rates based on a moderate revenue of $33M, for 2025

At the outset, it is likely that organisations who start or increase their collections of
unwearable clothing will see an increase in the quantities of clothing they will have to
landfill or send to waste from energy because there is not enough capacity for recycling.

While adopting an ‘all clothing’ collection remains optional, the scheme will provide a
support payment to offset these costs. The recommendation is for this to be set at $75
tonne as this will substantially cover the impact of the increased unwearable fraction
(charities pay landfill costs of between $0-200 tonne, with most paying $90-150 tonne).

The payment will be limited to a set period or until a prescribed amount of recycling
capacity is available, whichever is sooner (to be set by the PSO). This support payment
will only be applied to clothing which has been separately collected and sorted (e.g., a
local government cannot claim the payment for clothing sent to landfill in the residual
waste collection). Support payments for diversion for recycling will be at much higher
rates to provide an incentive to sort as much as possible for high end recycling outcomes.

It is also likely that collection and sorting in regional and remote areas will be more
expensive than in metropolitan areas, consequently, the recommendation is that the
scheme provides additional support for transportation costs from these areas.
Aggregation of collections of multiple products covered by product stewardship schemes
or other producer responsibility/recycling schemes has the potential to reduce these
additional costs over time, the PSO will work closely with the relevant organisations to
realise these savings.
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The full details of the support payment program will be developed by the PSO however, to
maintain good governance and financial oversight, it is likely that recipients of the support
payment will be required to provide detailed reporting on what the payment funds and
what material is handled. It is expected that the payment could be used to fund a range
of activities and/or equipment that will support the collection and sorting of unwearable
clothing including e.g., skilled labour and training existing staff to improve sorting
methods, handheld technology to identify fibre types, transport, and logistics etc.

The support payment does not apply to collection of clothing suitable for reuse either in
or outside of Australia as this material already has a high value (between $600 and
$10,000 per tonne). Early evidence from the collection pilot commissioned within this
project showed that unwearable clothing (collected either separately or together with
wearable clothing) results in a significant increase in the amount of wearable clothing
collected which in turn results in increased income for the collector (See Annex B).

The collection pilot showed great success in the introduction of a dual bin wearable and
unwearable clothing collection from multi-unit residential developments. It showed a
strong donation response, a willingness to sort and a wearable stream largely
uncontaminated by unwearable clothing. This provides valuable direction for a clothing
collection system.

Phasing of support payments and landfill diversion

Regardless of the amount of the support payment (and in the absence of more severe
policy measures such as landfill bans), it is unlikely that there will be a rapid diversion
away from landfill in the immediate term and that collectors will be overwhelmed with
material. However, the proposed support funding and external government support should
see a rapid increase in recycling capacity.

From the current high quality recycling volume of several thousand tonnes, it is a scheme
goal to achieve recycling throughput of 100,000 tonnes by 2030 with the majority of this
through local recyclers. It is recognised that a combination of local and global recycling
opportunities are likely to be required over this timeframe. New collections, supported by
infrastructure and communications, will ramp up over time and take time to embed
within their local jurisdiction.

Seamless will work closely with the sector to try and ensure that the trajectory for
increased collections works effectively with the installation of new recycling capacity.
Figure 21 below demonstrates the likely trajectory of landfill versus other destinations
over time.
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CHANGING FATE OF END OF LIFE CLOTHING 2023 TO 2030
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Figure 21: The changing fate of end of life clothing 2023 to 2030
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The RPS model does not prescribe exactly how individual budgets items would be spent,
exactly who does or does not qualify for support payments, nor the specific market
shares of individual industry members. These decisions will be made by PSO.

Recommended support payment rates for each diversion outcome (outlined in Figure 21)
have been combined with the projected tonnes to be diverted. This funding, when

combined with market development funds and government infrastructure support, should
provide Australia with a vibrant clothing reuse and recycling sector. It should also be
noted that the PSO will have robust mechanisms to collect feedback from industry on the
development and adaptation of its programs over time to ensure the interventions deliver
the stated objectives, without unintended outcomes.

Consortium

e Agree on final financial
parameters (levy, rebates,
and other expenditure)

e Determine eligibility for
payments and how this
would be assessed

e Develop more detailed
budget for program costs

e Determine policy for
allocation of surplus
revenue, or triggers to
address solvency risk

Recommended decisions made by:

Scheme members

e Participation in governance
process / policy for PSO
expenditures on:

— Program costs
— Technical work
— R&D

e Terms for working capital
provided by founding
members

e In-kind contributions to
PSO (for example, retail
space for collection)

Figure 22: Seamless decision making

Product Stewardship Organisation

Annual budgeting and
forecasting

Determination of market share
or wholesale revenue for the
purpose of setting levy
contributions

Auditing and verification of
collection and sorting payment
claimants

Annual financial reporting

Periodic review of levy and
expenditure settings

Periodic recalibration of eco-
modulation eligibility policy
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Accreditation for support payments

To ensure funding from the scheme is being channeled effectively to environmental and
socially beneficial outcomes, the recommendation is to develop an accreditation scheme.
Support payments would therefore be made to accredited collection, sorting and recycling
operators. The recommendation is to structure any scheme to comply or align with other
accreditation/certification schemes being developed by the charity reuse sector and the
recycling sector.

To provide confidence in the scheme outcomes, the recommendation is that a condition
of support payment funding be that clothing is passed only to another accredited
operator. The recommendation is that the accreditation requirement also apply to
clothing transferred offshore to prevent poor environmental or social outcomes. Funding
assistance is proposed for the establishment of the accreditation.

Monitoring, evaluation and reporting

Stewards will commit to the following monitoring, evaluation and reporting activities:
e Contributing to the development of agreed scheme targets

e Assisting in the creative of a baseline, using steward data (commencement year to be
agreed)

e Preparing annual data reports to be shared with the PSO

e Preparing public reporting of (aggregated) progress towards targets, which will be
published at least every three years.

As a minimum, all stewards are required to report:

e The total quantity of new clothing placed on the market
e The fibre breakdown of the total quantity of new clothing placed on the market

e The improvement actions taken, measured as a proportion of relevant products (noting
that SME stewards will have a simplified reporting process).

Improvement actions will include design changes, business models for reuse and
materials recycling to increase the circular use of textile products and materials.

Supporters will be required to supply data and information from their organisation each
year to help determine the overall life-cycle environmental impacts of textiles.

Stewards and supporters also commit to build visibility along their supply chain to
facilitate engagement on sustainability goals, and demonstrate they are implementing
good practice for responsible supply chain management.

The Consortium recommends that the scheme measures progress against targets using
the indicator questionnaire, the footprint tool, steward action plans and improvement
actions which are detailed in the following sections.
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Indicator questionnaire

A questionnaire will be designed to help stewards identify and plan actions. Responses
will be used to help the PSO benchmark actions against other stewards and to support
action planning. The indicator questionnaire also provides the PSO a better understanding
of what businesses are already doing and their ‘readiness level’. For example, are they
reducing volumes, what circular business models are they using, what fibres are they
using and what are their teams trained in?

The indicator questionnaire captures useful qualitative information that cannot be directly
measured in measurement tools. Stewards would submit their indicator questionnaire
annually, providing qualitative data. This information is used to prioritise what support
stewards need and guides future development.

Steward action plans

These plans are designed to help stewards formalise specific activities for their business
which will enable them to work towards Seamless targets. These are co-produced by the
steward and PSO after onboarding and reviewed annually, and the information is used to
prioritise support and track progress. Importantly, the action plans are not designed to
duplicate work undertaken elsewhere in the business but to identify synergies.

Action plans are a valuable tool for stewards in developing cross-functional teams,
designing interventions, and participating in collaborative projects. A steward action plan
would typically include some actions to be taken within the business, some with the
steward’s own supply chain and some as an industry (e.g., through working groups).*’

Footprint calculator tool

To monitor and track progress, all stewards should utilise the same methodology for
measuring the impact of their activities. As an example, the footprint tool®*® developed by
WRAP is used to help brands measure the footprint of their products and then act on the
results. It enables stewards to measure their baseline footprints, identify opportunities for
improvement and monitor the results. The footprint tool contains reportable improvement
actions (feeding into steward action plans) which help stewards to lower their
environmental impacts.

37 For example, in the Australian Food Pact, a similar initiative to halve food waste in Australia, a
member’s Food Waste Action Plan might include activities within their own retail stores (e.g. new
displays and signage), activities with their supply chain (e.g. packaging optimisation) and activities at a
sector level (e.g. working group on measuring scope 3 GHG emissions).

3% See WRAP Footprint Tool.
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There will be a range of sustainability actions which will contribute to the overall targets
for the scheme such as:

e Improved fibres (with the additional benefit of being the same data as provided for
eco modulation)

e Changes in supply chain processes (e.g., dyeing method, production technology, energy
source)

e Circular actions e.g., extent of use of circular design standards for durability and
recyclability, use of recycled content, fraction of products sold through a specific
circular business model.

The recommendation is that the PSO assists the sector in determining the appropriate
measurement methodology/tool in conjunction with the foundation members.

Data protection

A secure protocol for collecting, analysing, and storing business sensitive data will be
developed and agreed. This will include:

e A secure data collection portal or robust protocol for submission via email, upload, or
third-party site

e Aggregation of data, to ensure that no brand specific data is used
e Limiting access to who can access the data within the PSO

e Saving data in a secure and encrypted location

e Having the relevant technical support to implement the protocol

e Other than what is agreed, data will not be used for other purposes without prior
consent of the businesses

e Printing of data should be avoided where possible. If, by exception, this becomes
essential, all copies must be shredded immediately after they have served their
purpose

e Raw data will be permanently deleted one year after the end of the agreement
e Analysis of the data can be maintained indefinitely

e Following the data protection laws relevant to Australia.
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Governance

The Consortium, in collaboration with the PSCoE has investigated the possible options for
the selection/creation of the PSO. This included researching a suite of different options,
engaging with existing product stewardship schemes to understand their positions and
governance structures, and in-depth engagement with the PSCoE on the pros and cons of
each.

The recommendation is that an independent entity be established as the PSO, to operate
the scheme.

The PSO is to be governed by a board with scheme operations to be supported by an
Advisory Group.

This approach has several critical benefits:

e A stand-alone entity would be totally focused on the scheme with fewer non-product
stewardship distractions

o It will operate independently and be less subject to influence and advocacy from
individual company interests

e Independence of such an entity affords integrity to the public and relevant
stakeholders

e The implementation of a mixed board demonstrates more than just industry input and
includes other areas of required expertise

o It would be eligible for government accreditation

e It would have the ability to manage and mitigate risks.

The governance of the PSO can be split into two key areas:
e The organisational governance of the PSO; and

e The governance of Seamless (the operational governance).

These two elements fulfil different functions:

e The role of organisational governance is to ensure the long-term security and
sustainability of the organisation, that it adheres to the applicable legal and financial
requirements, that it functions effectively, and that it has the necessary skills and
capabilities to deliver its remit.

e The role of operational governance is to ensure that the scheme is delivering
effectively on its required impacts, that the overall strategy for income, expenditure
and delivery is appropriate, ambitious, and deliverable, and that funds are being spent
in accordance with the strategy.

There will necessarily be overlap between these two areas.
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Organisational governance

The PSO should be governed by a constitution which defines the different types of board
members, their voting rights, the selection process, and duration of board positions etc. (a
sample version can be found in Annex G). As set out below, the PSO should be structured
as a not-for-profit organisation. The recommendation is that the PSO also be Australian
Charities and Not-for-profits Commission registered (ACNC).

The board of the PSO should reflect the size, nature, and function of the PSO. The
recommendation is that the board is chaired by an independent chair and includes a mix
of stewards and other independent individuals selected based on their board and
industry-relevant skills.

As a general guide the Board usually involves anywhere between a minimum of 3 and
maximum of 15 Directors. Over half of the Directors will be PSO members with the
balance (e.g. between 5 and 7 depending on total number of Directors) being made up of:

e An independent Chair
e A nominated representative of the Australian Fashion Council

e At least two independent directors that bring relevant specialist knowledge and skills
across the clothing supply chain from clothing design, reuse and recycling.

See Annex I: Transition Plan for full details of the Board selection and appointment
process.

Operational governance

The recommendation is that the operation of the scheme is supported by an Advisory
Group in conjunction with the leadership team of the PSO and the board. Operating under
agreed Terms of Reference (ToR) (see Annex H), the advisory group will contribute
industry and wider stakeholder insights to advise on the formation and successful delivery
of the scheme, including the necessary adaptations over time. The Advisory Group’s input
will feed into necessary board discussions.

Membership of the Advisory Group will be on a named individual basis, based on
experience and for a fixed term. The recommendation is that initial Advisory Group
members include representatives of the foundation members. After the first term,
renewal will be done by nomination and voting.

After the transition period, the Advisory Group will be made of a range of members to
ensure there is ample coverage of the supply chain. Members will need to be able to
contribute knowledgeably from the perspective of their part of the sector (as opposed to
representing their own organisation).
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The suggested makeup of the Advisory Group is set out below:

e Enterprise stewards - 4 seats

e Small and medium sized stewards - 1 seat

e Charity organisations and charity retailers - 1 seat
e Reuse organisation - 1 seat

e Recycling organisations - 1 seat

e Peak industry bodies - 1 seat

e First Nations voice - 1 seat

e Federal, State and Local Government - 1 seat each

Members of the Advisory Group are also expected to co-chair the respective working
groups implemented by the scheme. The Advisory Group may also bring in invited guests
for specific discussions (for example if a specific element of technical expertise is
required).

Seamless accreditation and ACCC authorisation

Product Stewardship Accreditation

Product Stewardship Accreditation enables industry-led product stewardship

arrangements to demonstrate to businesses and consumers that the arrangement has the

Australian Government’s stamp of approval.

This provides confidence that the arrangement’s environmental and human health
outcomes have been verified and will contribute to Australia’s recycling and waste
reduction objectives.

Administrators of a voluntary product stewardship arrangement can apply to be
accredited by the Australian Government.

Once accredited, under the ‘Recycling and Waste Reduction Act 2020’ the following
actions can occur:

e The minister can table a statement in Parliament regarding the operation, performance

and coverage of accredited arrangements; and

e Reduce the cost of voluntary accreditation.

Accredited schemes can display the Australian Government product stewardship logo that

tells consumers that the Scheme has the Government’s stamp of approval and
contributes to a circular economy.

It is recommended that the PSO, once formed as a legal entity, would apply for
accreditation.
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Australian Competition and Consumer Commission Authorisation

The Australian Competition and Consumer Commission (ACCC) offers a process known as
‘authorisation’ which grants immunity from prosecution for anticompetitive- conduct.
Product stewardship schemes typically involve collaboration between businesses which
may otherwise compete with one another. Depending on the precise nature of the
collaboration, there may be competition law risks which necessitate seeking ACCC
authorisation.

Reasons to obtain ACCC authorisation

Necessity aside, there are commercial and strategic reasons which favour seeking
authorisation regardless of whether it is legally required, including the following:

o Member confidence: When considering participation in the scheme, potential members
will naturally consider legal risk. Securing ACCC authorisation provides assurance that
participation in the scheme does not carry competition law risk. The alternative is
satisfying each potential member of why authorisation is not required. This would
involve sharing detailed legal analysis, which may invite debate or may not reflect a
view which is consistent with potential members’ risk appetites.

e Scheme legitimacy: Although ACCC authorisation does not certify the efficacy of the
scheme, holding authorisation will provide a clear signal to industry and the public of
the scheme’s legitimacy and compliance status.

e Transparency: The authorisation process includes public consultation and all
application documents, submissions and determinations are publicly available via the
ACCC website. This provides transparency over the nature and extent of collaboration,
and the likely public benefits which will flow from the scheme. This level of
transparency may also increase industry and consumer confidence in Seamless.

The ACCC authorisation test

To obtain authorisation the PSO must demonstrate ‘public benefits’ which outweigh any
negative impact on competition.

There are a number of potential public benefits which might logically flow from the
scheme including the following;

e Environmental benefits, such as the reduction of waste and diversion of waste from
landfill

e Consumer education and behavioural change towards more environmentally conscious
purchase choices

e Enhanced efficiency and cost-sharing across the industry of the costs associated with
product stewardship, which would otherwise be borne by individual brands/suppliers
separately.
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There may be further public benefits which are arguable upon a detailed review; the
above is simply to illustrate that there are likely to be multiple public benefits which
support a grant of authorisation. The ACCC has accepted that there are countervailing
public benefits of a broadly similar nature in other authorised product stewardship
schemes relating to mattresses and batteries. Any application for this scheme may draw
on those previous determinations in support of its own public benefits.

Any competitive detriment would need to be assessed once the details and rules of the
scheme are designed. Under the current Scheme concept, and considering the issues
raised in the mattress and battery schemes, there is a good prospect that any competitive
detriment would be minimal.

Process and timing for ACCC authorisation

The authorisation process can take up to 6 months from lodgement. Preparing an
application may take around 2 months. Once lodged there are usually two rounds of
public consultation; the first based on the initial application, and the second after the
ACCC issues a draft determination. At each stage the PSO will have an opportunity to
respond to public submissions and may also be asked to provide further information by
the ACCC.

Given both the legal and strategic importance of obtaining ACCC authorisation, and the
close analysis of competition implications and public benefits, it is recommended that the
PSO obtain legal representation once it has been established to undertake the ACCC
authorisation process.

Other funding sources

It should be noted that existing and new funding streams elsewhere could be leveraged
by the scheme.

For example, while the PSO will be responsible for developing collateral and insight on
citizen behaviour change, the activation of this messaging will be supported by existing
marketing and communications budgets from both local governments and stewards.
Another example is R&D where funding directly from the PSO could be combined with
government and academic research funding to increase the overall spend.
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Links to other schemes

The scheme will liaise closely with related product stewardship schemes in development
or operation (such as mattresses and PVC-coated polyester textiles) to identify
opportunities for collaboration. In the long term, this engagement with other schemes
gives the opportunity to broaden the scope of the scheme in the future to include other
textiles (e.g., Manchester), while identifying opportunities to maximise cost efficiencies
through collaboration.

Seamless will collaborate with existing schemes in Australia (both for product
stewardship and where there is overlap on administrative elements e.g., reporting) to
minimise the burden on stewards. It should also be possible to maximise access for
regional and remote areas by collaborating with other schemes e.g., for collection of
materials.

Seamless does not currently have a specific focus on uniforms. Given that uniforms are
clothing, they are included in the scope of the scheme as drafted but the ambition is to
include a particular focus on uniforms in the scheme as soon as possible given that there
are specific challenges associated with these products. Noting also that the governments
(both federal and state) are the largest procurer of uniforms. The recommendation is to
include a working group on uniforms that includes a focus on sustainable procurement to
provide support, guidance and training for procurers (using best available practice) as well
as support for the industry to meet the requirements.

Developing a co-regulatory scheme

The scope of the project has been to develop a voluntary scheme. During the industry co-
design process, the feedback from the stakeholder consultation indicated an appetite to
implement a co-regulatory scheme. This aligns with a global trend to co-regulatory rather
than voluntary scheme approaches. There are also several existing Australian schemes
already operating on a voluntary basis that are seeking regulation.

Key comments from industry on this issue included:

o It would make it easier for internal stakeholders within individual organisations to
progress change, as investing in scheme participation would be mandatory rather than
voluntary

e It would help alleviate participants' concerns that their contributions are supporting
‘free-riders’

e It would accelerate progress towards scheme objectives

e It would make it easier for the PSO to forecast income and expenditure and
consequently provide better visibility to the market on activities and the level of
contribution required.
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Inclusion on the Minister’s Priority List for at least a year is a prerequisite for regulation
but does not guarantee it. Listing signals that the Minister is considering regulation. The
list is reviewed annually and if the Minister considers that industry has taken adequate
action, they may choose to remove a product without regulating. The implementation of
any government regulation requires the completion of the Australian Government’s
Regulatory Impact Analysis process, government authority, and the development and
approval of new legislation. This is a government led process that requires a strong
evidence-base, including a full cost benefit analysis to determine how any new regulation
will affect Australian businesses, individuals, and community organisations, as well as
broader economic impacts.

Clothing textiles are currently on the Minister’s Priority List. The List names products and
materials that need urgent product stewardship action. It signals that the Minister may
consider regulatory measures if industry does not act.

The development of regulation can take many years depending on the complexity of the
product, relative government priority, stakeholder engagement and the resources available
within government to develop the legislation.

There is acceptance within industry that it should not wait for a co-regulatory scheme to
be put in place before acting, this is for several reasons:

e Regulation is not guaranteed, if the Minister considers sufficient action is being taken
on a voluntary basis, the product could be removed from the priority list

e The development and implementation of the legislation could take up to five years,
the industry cannot wait to start taking action

e The development of a co-regulatory scheme could be influenced by changes in
government and political priorities

e There are still options available to the PSO and government to encourage participation
by industry even before the legislation is enacted

e Commencement now enables stewards to potentially influence the architecture of any
regulation (within the bounds of the government process).

Getting started quickly is imperative for the sector and for the government’s carbon
emissions reduction targets. To be on a solid carbon reduction trajectory, the industry
should be delivering a 45% reduction in greenhouse gas emissions by 2030. The United
Nations recommends overall emissions reductions of 45%3° by 2030 to reach Net Zero and
to limit global warming to no more than 1.52C by 2050. They have already considered the
practicalities and likelihood of change (the figure not accounting for these is 60%).

3% United Nations Environment Programme, 2022, Emissions Gap Report.
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Recommendations
The recommendations are:

e To commence the scheme immediately on a voluntary basis

e To pursue government accreditation for the voluntary scheme to enable government
to provide as much support as possible to the recruitment of stewards

e To establish a PSO with the flexibility for future alternative stewardship pathways

e To review the performance of the voluntary scheme and the evidence for regulation on
an ongoing basis

e To engage closely with government during the implementation of the voluntary
scheme to share outcomes and challenges and discuss future regulatory options

There is a risk with the proposed transition from voluntary to truly co-regulatory that
there could be a proliferation of product stewardship organisations. This would
technically be possible under the current legislation. In practice, this risk is low as, if the
scheme progresses as per the implementation plan, there will already be a PSO in place
with a track record of delivery, to whom a significant proportion of the sector are
committed.

Other policy options

There are additional policy options that could and should be considered by both federal
and state governments to create a supportive policy context in which the scheme stands
the best chance of success (Section 3.3.4). These should consider both incentives and
disincentives and could include

e Mandatory labelling requirements (outside of the use of labels/swing tags etc, as a
voluntary communication method)

e Tax incentives for example recycled content
e Financial support for new infrastructure
e Bans on certain materials or activities

e Landfill levy escalators.

The recommendation is that the PSO convenes a policy working group to discuss and
review this on an ongoing basis (as set out earlier in this document). Experience from
other schemes shows that creating a space in which more nuanced discussions about the
future direction of policy and business can be had, shared by both parties, can result in
better policy making and more efficient delivery of policy objectives by industry.
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Phased implementation

To effectively establish a PSO and commence activities with active steward participation
and input, the Consortium recommends a phased approach to the implementation
Seamless.

JUNE 2023 - JUNE 2024 JULY 2024 - DEC 2029
Scheme transition PSO fully operational and Circular clothing economy
managing the scheme in Australia

Figure 23: Seamless implementation timeline

Transition phase

The first phase from June 2023 to June 2024 will be a transition phase that focuses on
onboarding foundation members and recruiting future stewards and supporters. See
Annex | for full details of the Transition Plan.

The transition phase will focus on three areas:

1. Establishing the PSO including the necessary governance and structural arrangements
2. Developing the Seamless business plan
3. Commence Seamless activities.

The Transition will be facilitated by the Product Stewardship Centre of Excellence (PSCoE)
under the direction of the Transition Advisory Group, comprising foundation members and
specialist advisers. To ensure continuity and a seamless passage to creating the Product
Steward Organisation (PSO) the current Australian Fashion Council (AFC) Project Director
will provide project management support to the PSCoE.

Once the PSO is formed as a legal entity and its interim Board and CEO appointed,
responsibility for the transition phase will be handed over to the PSO Board and CEO,
along with all relevant project information. The PSO will build-up resources and capacity
including stewards, while also developing a three year business plan, risk and
communications plan, stakeholder advisory plan and commence activity on early
priorities. This timeframe also allows stewards to plan for the proposed contribution per
item financial model into their budgets by July 2024.

STEWARD ACQUISITION STRATEGY
In order to achieve a ‘shovel ready’ scheme that would have key brands as signatories to

Seamless and enable ongoing funding, the Consortium implemented a steward’s
acquisition strategy which included a foundation members model.
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FOUNDATION MEMBER

Foundation membership is available to any brand, however the Consortium has
specifically focused on the top 30 clothing brands and retailers, who bring in at least 60%
of the 1.4 billion units of clothing that is imported into the Australian market each year.
Foundation membership has a fixed fee of $100,000, which would be credited against
their clothing contribution when the scheme is fully launched in 2024.

Foundation members would be considered a leading clothing brand in Australia that will
drive the establishment and priorities of the Scheme. Foundation members will:

e Financially commit to ensure the successful formation and launch of Seamless
(repayable from the first year’s contributions)

e Take up a seat on the Transition Advisory Group to shape the governance of Seamless

e Take long-term action to achieve clothing circularity by 2030.

MEMBERS

As the PSO is established, it will take responsibility for recruiting stewards to Seamless as
members, as outlined earlier in this document.
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Conclusion

As growing climate change impacts are experienced across the globe,
the message that greenhouse gas emissions must fall is unambiguous.

According to the Intergovernmental Panel on Climate Change’s latest report: “Rapid and
far-reaching transitions across all sectors and systems are necessary to achieve deep and
sustained emissions reductions and secure a livable and sustainable future for all.” 4°

Transitioning the clothing value chain from its current take-make-dispose model is critical
if we are to deliver on a 1.5°C future.

The recommendations contained in this report are for a Seamless scheme that will
support the clothing value chain in its necessary transformation. It balances pragmatism
and ambition, innovation and process changes, income, and expenditure. In practice,
Seamless will grow and change as more businesses join and the clothing value chain
shifts towards circularity. There is flexibility within the scheme design to allow for
unknown future priorities while focusing on changes which are deliverable here and now.

If we start now, Seamless can guide the just transformation of the Australian clothing
industry to a socially, environmentally, and economically prosperous circular economy by
2030 and Net Zero by 2050.

“0 ARG Synthesis Report: Climate Change 2023.
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ANNCXCES

A. Definition of key terms

CLOTHING SECTOR DEFINITIONS

Definitions adapted from Dutch Clothing Mountain Report, WGSN Sustainability Glossary.

Aged stock Aged stock refers to an out-of-fashion excess from
manufacturing and retail activities including previous
collections and previous seasons stock.

Carbon footprint The total greenhouse gas emissions caused by a person, event,
organisation, brand or product.

Carbon neutral A term used to describe an organisation or body with a
balance of carbon sources and sinks. This can be achieved
either by offsetting emissions or by adding carbon-negative
processes to balance out carbon-emitting processes.

Cellulosic fibres These consist of two families: grown (cotton, linen, hemp,
bamboo, ramie, nettle) and man-made (viscose, lyocell, rayon,
cupro, acetate). They should only be considered sustainable if
they're either grown ethically and/or organically, such as GOTS
cotton, or produced with responsibly sourced wood or plants,
like FSC-certified Tencel.

Chemical recycling Adopts a series of chemical processes to
depolymerize/dissolve the fibre from of the fabric into
monomer/solvent form either to make newer fibre compound
or extract one compound from a mix.

Circular design Circular design is an approach that replaces the ‘take-make-
waste’ linear model with a circular model of design in which
products are designed to be environmentally low-impact, to
last for a longer time and to be easily reused or recycled at
the end of their useful life. The aim is to eliminate waste and
to enable continuous, closed-loop use of resources in order to
foster sustainable development. Social, cultural and economic
sustainability should also be considered in circular design
processes.
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Climate change

Global heating driven by human emissions of greenhouse
gasses, as well as large-scale shifts in weather and climate
patterns, including increased weather emergencies.

Closed-loop recycling

Recycling processes that turn materials back into raw
feedstock of equal quality. For textiles, this means the
creation of recycled fibres and yarn. The chemical recycling of
polyester creating new yarns would be considered closed loop,
and the new product would be marketed as recycled
polyester. In the textile and fashion industry, this process
remains very rare. Focusing on the exact same raw component
nevertheless restricts recycling options.

Clothing

Wearable products (e.g. shirts, trousers, etc.). Excludes single
use wearable items such as PPE.

Clothing charities

Charities that receive donated clothing and sort and sell these
either locally or through export.

Clothing utilisation

The average number of times a garment is worn before it
ceases to be used.

Cradle-to-cradle

Refers to a programme and certification by the Cradle-to-
Cradle Products Innovation Institute that works to innovate
and promote a circular economy throughout the supply chain.
The programme enables and supports partnerships and
initiatives between brands and manufacturers, while the
levels-based certification ensures the product fits into a low-
waste and low-impact circular model via high environmental
and social performance.

Deadstock

Originally an industry term for excess inventory that has never
been sold, deadstock is now also used to describe products
that are no longer available for sale from their original brand
but that are still desirable, such as unworn vintage.

Design for disassembly

Designing products with materials, systems and components
that are recyclable and reusable, to reduce consumption of
resources and consider the complete lifecycle of a product.

Developing countries

A developing country is a sovereign state with a less developed
industrial base and a lower Human Development Index relative
to other countries.

Downcycling

Using a mechanical process, discarded textiles are turned into
new products, usually with a lower value and industrial
application. Textiles are cut into cleaning cloth, shredded to
create insulation/fill and/or fibres are bonded in composite
materials.
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Eco-modulation

Fees paid into a scheme are lowered or raised based on
environmental attributes of a product. For example, a product
that is easy to recycle has lower fees.

End of life

The point at which a product can no longer be used in its
existing state and, in a linear economy, would be disposed of
by being sent to landfill or burned. In a circular economy, end-
of-life means the start of a new cycle, as products are reused
or recycled into other items or resources.

End-of-use

The point at which a product can no longer be used in its
existing state and, in a linear economy, would be disposed of
by being sent to landfill or burned. In a circular economy, end-
of-life means the start of a new cycle, as products are reused
or recycled into other items or resources.

Extended Producer
Responsibility (EPR)

Extended Producer Responsibility is an environmental
management strategy and policy approach that allocates
producer’s responsibility - be it financial and/or physical-- for
the management of products in the post-consumer stage of a
product’s life cycle.

FOB

Free on Board FOB is a term in international commercial law
specifying at what point respective obligations, costs, and risk
involved in the delivery of goods shift from seller to buyer.

Greenwashing

Fabricating or exaggerating claims to deceive consumers into
thinking products are environmentally friendly. This can be
done in numerous ways, from hiding information, to
overstating claims to distract consumers.

High-value recycling

Using a mechanical or chemical process, discarded textiles are
regenerated into new products, usually with a higher value
application such as yarns, fabrics and garments.

Household textiles

Towels, sheets, curtains and other non-wearable textile
products.

Iltem/garment Piece of clothing. Sometimes items include more than one
garment, such as in packaging including several pairs of socks,
and sets of underwear.

Landfill Any household or commercial waste that’s not recycled or

reused will usually end up at a landfill site, also known as a
tip, rubbish dump or garbage dump. Landfills cause a number
of environmental issues, from infrastructure damage to
pollution of local roads and rivers and contamination of
groundwater and soil. Once full, the ground above a landfill
may be reclaimed for other uses.
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Life cycle assessment

Lifecycle assessment (LCA) is a technique used to analyse the
environmental impact of all stages of a product or service
lifecycle from cradle-to-grave or cradle-to-cradle, from the
raw material through to manufacturing and use to end-of-life
disposal or recycling.

Lifecycle

The ‘life’ of a garment refers to its time in use; its lifecycle is
all the stages of sourcing, growing, production, distribution,
consumption, use, reuse and disposal.

Linear model

A material that follows the 'take-make-waste' model of linear
production, being extracted from the earth and then sent to
landfill after use, rather than the preferable circular model. It's
recognised that we now need to move, as a global society,
from a linear to a circular approach.

Manufacturers waste

Also known as pre-consumer waste. Refer to ‘Pre-consumer’
waste definition above.

Mechanical recycling

The process of recycling the textile fabric back into fibres
without the use of any chemicals. This process includes
shredding and carding process to extract the fibres from the
fabric. This fibre can then be spun to make yarn for either
woven or knitted fabric.

Microplastics

Very small pieces of plastic, less than 5mm in size, that
contain synthetic polymer, semi-synthetic polymer or modified
natural polymer and cannot biodegrade in the environment.
They are used extensively in beauty formulas and are also
shed from clothing when it is washed. There is research to
show these particles negatively impact marine life and are
being consumed by humans through the food chain. The
impact on the body is yet to be fully realised, but early
research points to negative impacts on the digestive system,
lungs and immunology. New EU legislation is in the pipeline to
ban microplastic-producing ingredients from being used in
beauty products.

Mono materials

Materials that only consist of one material or fibre rather than
a blend. It is easier to recycle a garment or product made from
one single material, as this avoids having to separate several
materials and then recycle them all separately.

Natural fibres

Natural fibres used in clothing textiles come from natural
sources. Protein and cellulosic fibres are most commonly used
within textile manufacturing for clothing. Protein fibres are
sourced from animals, such as wool, silk and cashmere.
Cellulosic fibres come from plant sources, including cotton,
flax, hemp and jute.
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Nylon (Polyamide)

Nylon is a generic designation for a family of synthetic
polymers composed of polyamides. Nylon is a silk-like
thermoplastic, generally made from petroleum, that can be
melt-processed into fibers, films, or shapes.

Open-loop recycling

Processes by which textiles are deconstructed, shredded, or
otherwise processed and used as inputs for the manufacture
of lower value products, such as insulation or fill. See also:
downcycling.

PET plastic

PET (polyethylene terephthalate) is one of the most commonly
used thermoplastic polymers globally. It has a wide range of
uses, from polyester fibres for textile production to food and
drinks packaging. PET is not biodegradable but can be recycled
into rPET and reprocessed into new products.

Polypropylene

Polypropylene is a thermoplastic polymer used in a wide
variety of applications. Polypropylene belongs to the group of
polyolefin plastics and is widely used in Australia.

Post-consumer textile
waste

Items that have been discarded by the final user and are no
longer intended to be used as a consumer item. Post-
consumer waste is most commonly created in household
settings and is harder to collect, identify and recycle than pre-
consumer waste. Activities such as collection, sorting, repair
and resale can revalorise this material.

Post-growth economy

An economical structure that, instead of continuous financial
growth, focuses on ecological impacts and societal health via
fairly distributed economy.

Post-industrial textile
waste

Textile by-product from the manufacturing stage (eg. clipping
waste, offcuts, roll ends and remnants). Also termed pre-
consumer waste in some cases.

Pre-competitive

Addressing problems in a collaborative, rather than
competitive manner. Pre-competitiveness recognises the need
for those who might be in competition (for example fashion
brands) to work together toward a shared goal.

Pre-consumer textile
waste

Materials or products that are discarded before reaching the
consumer. This can range from materials lost during the
production processes, such as fabric scraps or paper cuttings,
to damaged or unsold stock. Pre-consumer waste is used
more readily within recycling, as access to materials and
identification is more readily available.
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Product Stewardship Product Stewardship is based on the idea that actors
throughout a supply chain retain a level of responsibility for
offsetting the social and environmental impacts of the
materials/product produced and consumed (‘shared
responsibility’).

R-strategies A set of priorities for the efficient use of resources. The R-
strategies have a hierarchy that should be followed in order to
transition to a circular economy. This hierarchy is: refuse,
rethink, reduce, reuse, repair, refurbish, remanufacture,
repurpose, recycle, recover.

Re-shoring/right- Reshoring is the return of production processes to the home

shoring country of a company, in contrast to offshoring. Right-shoring
is a more nuanced approach that considers the optimum mix
of onshoring, offshoring, and nearshoring production.

Recirculation All activities that work toward a circular economy -
specifically those which put clothes in use for longer.

Recycling Recycling is the process of breaking down textiles into raw
materials which are then used to make new products.

Remanufacture Remaking new clothes using a combination of repaired, new
and used materials.

Repairability/repairable | Repairable products can be restored to their original
functionality by repair and mending techniques, either by the
consumer, a repair service, or the manufacturer that originally
created them. There is a growing movement called ‘Right to
Repair’ that petitions for products to be able to be repaired by
default.

Repurpose Repurposing is a process of transformation, where products,
materials or content are used in a different way to the original
intended purpose.

Resale In resale and re-commerce systems, previously bought
products are sold again to new owners. Marked by the rise of
re-commerce platforms and in-house marketplaces, the re-
commerce economy has the potential to disrupt traditional
retail strategies and bring circularity into the mainstream.

Retail value Value of the retail volume at the point of sale.

Retail volume Volume of sales to consumers, measured in items, including
both offline and online purchases and excluding second-hand
products (reused).
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Returned stock

Clothes purchased at retail by consumers and returned to the
retailer.

Reuse

Textile products are used again, with no alteration to the
original item.

Saleable clothing

These refer to used clothes that are considered suitable to be
sold either in the country of collection or overseas.

Second-hand item

I[tem that was owned and used by another person before,
including garments bought in second-hand shops or markets,
items given or exchanged.

Sharing economy

An economic model of short-term peer-to-peer transactions,
acquiring, providing, or sharing access to goods and services,
usually facilitated by an online platform that connects buyer
and seller. Examples include AirBnb and thredUp. The sharing
economy trend is driven by the evolution of big data as well as
changes in attitudes to consumerism. The landscape is
growing and evolving rapidly but faces challenges around
regulation and concerns about abuses.

Social economy

A diversity of enterprises and organisations such as
cooperatives, foundations, social enterprises and charities
sharing common social-objective values over profit. For
example, The Salvation Army.

Stewards

Organisations which put products on the market (also called
Producers).

Supply chain

The activities, people and resources that together work to
produce a product or service, from sourcing raw materials to
final delivery to the end-user. Companies must optimise
supply chains in order to keep costs down, maintain fast
production cycles and stay competitive.

Surplus stock

Surplus stocks are excess manufactured products left over
from retail activity.

Synthetic fibres

Synthetic or artificial fibres are man-made thread or filaments
from which a textile is created. These fibres are usually made
from fossil or petrol-based components via polymerisation, a
process that extrudes the material through spinnerets
combining monomers that make a long chain of material
called polymer.

Textiles

Textile-based products and materials including all clothing,
accessories and home textiles.
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Unsaleable clothing

Unsaleable clothing are used or unused clothing that are
considered not suitable for economic exchange due to their
physical condition.

Unsold clothing

Unsold clothing are retail excesses that are not sold in a
particular period/season.

Unwearable clothing

Garments that are no longer suitable for wearing due to wear
or damage.

Unworn item

I[tem that has not been worn in the last year or not worn at all.

Upcycling The process of transforming waste materials and discarded or
unwanted products into something of a higher quality or value,
often using crafts or artisanal knowledge as tools.

Use phase The phase in which a garment is used; this includes

consumption, wearing, washing and repairing if it is done by
the first user. In a linear economy, the use phase leads to
disposal; in a circular economy, the use phase leads to
recirculation.

Value chain

The activities involved in a company making a product or
service, comprising the stages involved in creating a product
from conception to distribution. A value-chain analysis helps a
company evaluate the individual elements and details involved
in each part of its business process, while also helping to
increase production efficiency through the elimination of
unnecessary waste to help deliver greater value at a lesser
cost.

Waste

Unwanted, unusable, zero value or defective materials and
substances. Anything discarded after its primary use is classed
as waste, in contrast to the term ‘byproduct’, which refers to a
joint product that has minor economic value. According to the
EU Waste Framework Directive, if the substance is passed on
to be reused or recycled it is still legally considered waste if it
is no longer required by the person or organisation that
produced it. Waste can be elevated to become a by-product or
a resource through any process, innovation or system that
brings its value above zero.

Wearable clothing

Second hand clothing that remains in a suitable condition for
further wear.
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B. Co-design overview and findings

Stage 2 methodology is depicted below as it focused on targeting a range of methods to
consult that would form the co-design component of the scheme development.

TEST SCHEME
COMPONENTS e
l Case studies
TARGETED METHODSTO — Workshops —_— FEASIBILITY
CONSULT ANALYSIS

Working groups

g R

STAKEHOLDER ENGAGEMENT

SCHEME
RECOMMENDATION
REPORT

Defining scheme co-design

Co-design quite literally means ‘collaborative design’

A methodology for actively engaging a broad range of people directly involved in a process
in its design and sometimes in its implementation.

It is engaging people into the design of the scheme by drawing together their collective
experiences to build something that is as good as it can possibly be.

Co-design is not focussed only on the voices of stewards - but on building mutual
understanding across the whole supply chain and service system.
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! ITERATIVE DESIGN '

Further breakdown of the targeted consultation of the project are identified below. There
were three separate working groups established and 8 targeted workshops.

WORKING GROUPS Stewards
Reuse
Recycling

WORKSHOPS AFC Members
Collection

Local Government

State Government

Partnership - Pre and Post Consumer
SME - Stewards

Social Measures

Industry Experts

CONSUMER SURVEY 20,000+ outreach

ECONOMIC MODELLING PSS Centre of Excellence

PILOT PROJECTS Collection and Sorting

CASE STUDIES Best practice partnerships and initiatives

Workshop key questions

1. What would it take to get 227,000 tonnes of clothing out of landfill?

2. What can a Product Stewardship Scheme do that any single organisation can’t do
alone?
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Key insights from the workshop
Key insights included:

e Appetite for a Co-regulation environment - ‘start where you intend to finish’
e High degree of engagement from all stakeholders

e Circular initiatives are key to having the greatest impact

e Collaboration and partnerships needed to succeed

e Consumer behaviour is a driving force to affecting change
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Eloise Bishop

Claire Press

STEWARDS ENTERPRISE

& There is strong support for co-regulation with the shared sense that this is what
industry is ready for, and a co-regulated scheme would provide the framework
required to achieve the best results in reducing textile waste.

e There is a need for consistency in definitions, measures, targets, research and
development and circular design concepts such as circular design which will enable
everyone to be working from the same baseline.

e The approach to the Scheme needs to be simple in its logic and implementation in
order to affect consumer change.

e The Scheme to support internal education throughout their organisations.

SME

& Varying degrees of maturity and capability for SME brands in understanding clothing
circularity
Strong group of early adopters and leaders that can prove the model
Circular business models are not seen as BAU for brands

REUSE e Convenience and consistency of collection and donations systems important
e Support for councils to partner with charities - on collection, communications, storage
space, etc.

Opportunity for central communications on reuse facilitated by scheme
Seasonal diversity affects retention rate and export

Opportunity for logistical and storage support from retail sector

Dual wearable and unwearable collection systems

Seamless Scheme Design Report 100



RECYCLING

COLLECTION

LOCAL GOVERNMENT

PARTNERSHIPS: PRE
& POST CONSUMER

SOCIAL MEASURES

INDUSTRY EXPERTS

The need for certainty around feedstock (fibre types, volume)

The degree to which there is offshore / onshore capacities, and the kinds of
end-markets possible

Pre- and post-consumer has different considerations

Opportunity for scheme to support pilots and technical developments
Scheme could also support increased use of recycled content in clothing -
creating bigger market - noting supply chains are global

Sorting is important for unlocking circularity

Retail precincts an option - with higher costs

Increased collection points and access to collection (pick-ups etc.), alongside
education, awareness and cultural sensitivity

Need harmony across state regulations

Opportunity for more onshore processing of collections

Recovery pathways for lower-value is missing

Support needed for infrastructure and cost of collection and sorting
Many kerbside collections are at capacity

Opportunity for community education and engagement

Distance and regional access is a barrier - can build learnings from other
schemes

Co-locate with existing services - a harmonised approach across textiles
industries

There is an opportunity for the PSS to support this part of the supply chain
through a facilitation or brokering role with brands

The need for scalable pathways that provide a systemic solution

There is a need for consistency in language and definition of terms

The best way to shift or influence bad practice is to showcase the standard of
good practice

Introducing a social dimension to the design of a Clothing Product Stewardship
Scheme has not been done before. This is a completely new proposition and
therefore we need to work together and draw on shared expertise to do this.

What are our shared definitions when it comes to ethical responsibility? A circular

economy does not necessarily mean a just economy.
The PSS would draw on the existing good work happening in Australia and
globally.

The PSS could identify a SDG that would become its framework for decent work.

Consortium to set a strong vision for the scheme to drive all of its operations
Engage with C Suite stakeholders on the strategic vision of the Scheme, SDGs,
planetary boundaries. There are varying degrees of maturity across C-Suites in
relation to clothing circularity.

Opportunity for the PSS to have radical ambition whilst taking a just transition.
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C. Clothing Reuse and Recycling
Pilot Project

Report from Reground, for the Australian Fashion Council
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TYPE ORGANISATION NAME ROLE
Brand Liandra Swim Liandra Founder/Creative
Gaykamangu Director
Academic Monash Sustainable Julie Boulton Researcher, Circular
Development Economy
Institute/Consultant
Peak body National Retail Association | David Stout Director, Policy
Brand Nobody Denim John Condilis CEO and Co-Founder
Industry Planet Ark Nicole ACE Hub Team
Expert Garafano, PHD
Reuse Salvos Stores Matt Davis National Director
Reuse St Vincent De Paul Society | Jeff Antcliff Executive General
VIC Manager - Commercial
Services
Recyclers Textile Recycling Australia, | Ben Kaminsky Co-Founder
VIC
Retailer The Iconic Nicole Conroy Sustainability Business
Partner
Retail Vicinity Centres David Director, Marketing
Henderson
Peak body Waste Management & Gayle Sloan CEO
Resource Recovery
Association of Australia
Peak Body Woolmark Mark Scott Program Manager,
Woolmark Certification &
Traceability
Govt EPA, NSW Amanda Kane Organics Manager
Govt Green Industries SA Veronica James | Associate Director,

Transformation and
Innovation
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E. Example Scamless circularity
working group terms of reference

Governance structure, terms of reference and operating guidelines for
the Circularity Working Groups and Sprint Groups.

1. Aims

The Scheme aims to achieve a circular clothing economy in Australia by 2030. To convene
and drive action towards the required outcomes, three Circularity Working Groups will be
operated by the PSO, supported by sub-groups or Sprint Groups:

Working Groups:

e Circular Design.

e Circular Business Models.
e Collection & recycling

e Policy

e Consumer Insights

2. Governance of the Circularity Groups

The Circularity Working Groups (the Groups) will each have around 20 members and will
be chaired by a relevant scheme member, the PSO will provide the secretariat function
and support the chair. Sub-groups will be co-chaired by the PSO and an industry
champion who is an expert with experience of circularity in clothing. The PSO has the final
decision on the membership of the Groups.

Representatives on the Circularity Working Group could include (depending on the subject
matter):

e Reuse organisations e Brands and retailers — high
street/online
e Recycling organisations e Supply chain businesses
e Resellers — commercial and e Technology innovators
charity
e Repair organisations e Technical expertise on product design
e Investors e In-use phase (e.g. laundry)
e Government e Academics
e Sector bodies e Waste service providers
e Indigenous perspective e Regional/remote community

perspective
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Membership of the Circularity Working Groups and Sprint Groups will be on a named
individual basis and based on experience.

Sprint Groups will meet to support the activity being delivered. The frequency of meetings
and the time frame each group will be active for, will be decided by the Working Groups
and the PSO. Sprint Group members from outside the Circularity Working Group can be
accepted if they have appropriate experience (and, where appropriate, delegated authority
from within their own organisation) to participate fully in the Group.

Commitment to the Circularity Working Groups will be for two years. Membership of the
Groups will be reviewed each year, with gaps filled annually, to ensure the governance
framework remains inclusive. To aid the collaborative nature of the group, Working Groups
and Sprint Group information, meeting invites, email addresses, etc., will be made visible
to other members of the group(s).

3. Structure

The Governance and delivery structure for the Groups will be agreed by the Advisory
Board.

4. Terms of reference

The Circularity Working Groups will provide expertise to ensure progress is delivered
among individual Stewards and on behalf of the entire sector.

The Group members will actively participate in one or more of the Sprint Groups to aid
delivery of the circularity targets:

DESIGN FOR CIRCULARITY

e Agree on consistent circular design principles.

o Develop practical guidance and tools to support brands and retailers to design for
circularity.

e Create minimum durability guidelines for priority product categories.

e Create a recyclability criteria for priority product categories and fibre types.

CIRCULAR BUSINESS MODELS

e Accelerate and scale circular business models and investigate pathways to address
current barriers, including through practical guidance and tools to support brands,
retailers and reuse partners.

e Investigate citizen insights including current use and recirculation practices and
habits.

e Develop and pilot reuse business models and scale learnings.
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COLLECTION AND RECYCLING

e Build the business case for infrastructure and facilities to help close the material loop
for clothing textiles onshore.

e Support the development of partnerships, pilots and funding streams.

The group’s role will also include the following:

e Convene pilot projects where ideas can be tested, learnings achieved, adaptations
made and findings shared.

e Develop best practice guidance for the industry.

e Provide oversight and insights of other circularity initiatives, policy developments and
any other issues in Australia and globally that would impact circularity.

The Circularity Working Groups will operate as per the Group’s Terms of Reference and
continue to advise on forward plans, Sprint Group structure, and how the industry can
collaborate to deliver a circular clothing economy.

5. The PSO support

The PSO is responsible for the overall operating effectiveness of the Scheme and providing
secretariat and research support to the Working Group and Sprint Groups.

The PSO will:

e Coordinate the agenda for each meeting, consulting with members.

e Present papers and content to each meeting to inform discussions.

e Record the minutes, actions, and any impacts on the delivery objectives.

o Work with Group members to develop and deliver actions between the meetings.

e Ensure that communications are maintained across the Scheme and with external
stakeholders.

e Liaise with governments as appropriate.

6. Data and Information Protection

PERSONAL DATA

The PSO is committed to processing data in accordance with its responsibilities under the
The Privacy Act 1988, all other relevant data protection laws and regulations, and in line
with the highest standards of conduct.

Members of this Group will consent to the PSO holding and sharing personal data with
other members of this Group for the purposes of delivering its aims.
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INTELLECTUAL PROPERTY

In order to protect stakeholder organisations, confidential information and Intellectual
Property (IP) rights related to the Scheme developments, the following provisions are in
place:

¢ Any information which Group members choose to share with the Group will not be
included in any publications unless permission is explicitly given.

e Minutes will be circulated to Circularity Group members along with other Scheme
materials, and will be maintained by the PSO.

e Media activity relating to Circularity Group members will be agreed in advance with the
Group.

e Stakeholder organisations are advised to use their own IP protection mechanisms and
ensure no confidential information is provided unless this is intended and should
specify any restrictions on use.

7. Meeting frequency

The Circularity Working Groups and Sprint Groups meet 2-4 times a year. Meetings will
be a mix of virtual and in person to maximise both accessibility and participation.

8. Code of Conduct

Circularity Working Group members will be required to attend each meeting or, if
unavoidable, suggest a suitable representative (from their own business or another in the
same sector) who can actively contribute to the meeting and commit to actions. This
substitute is expected to be ratified by the PSO in advance.

If a Working Group member misses 2 meetings in succession and fails to recommend a
suitable alternative representative, the PSO reserves the right to remove the member
from the group. The place will then be offered to an alternative member from a similar
sector.

9. Review

This document will be reviewed periodically by the Scheme’s Advisory Board and Working
Group Chair. Any amendment to the Scheme delivery structure and terms of reference,
necessary to reflect changing circumstances, will be made accordingly.
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Appendix B
Category weights
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RPS AND PRODUCT STEWARDSHIP CENTRE OF EXCELLENCE REPORT

Table 20 provides the estimated average unit weight per category of clothing, based on data from

SRU (2022). The categories are the same as those used to calculate import tariff charges.

Table 20: Average unit weights by category

Category 2019 units imported 2019 weight imported Average weight
Items Tonnes Grams per unit

Babywear 91,668,552 11,459 125

Coats & jackets 33,244,201 19,947 600

Dresses 68,704,632 20,611 300

Hosiery, socks & gloves 276,131,093 27,613 100

Jumpers 78,817,092 39,409 500

Nightwear 52,938,079 6,617 125

Other 8,011,568 1,763 220

Scarves & Ties 13,999,670 1,750 125

Shirts 136,457,452 27,291 200

Suits 5,039,716 7,560 1,500
Swimwear 23,675,123 2,368 100

T Shirts & Singlets 221,210,543 35,394 160

Trousers & Jeans 210,291,925 126,175 600
Underwear 204,170,114 20,417 100

Source: SRU (2022)
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RPS AND PRODUCT STEWARDSHIP CENTRE OF EXCELLENCE REPORT

Equation 2 provides the market share function, which shows the relationship between the number of market
players and their corresponding share of the market.

Cumulative market share = 0.1333logx + 0.0577

Where:

Cumulative market share is the percentage (%) of the market by revenue
x represents the Top x market players by revenue

Equation 2 Industry market share function

Based on data from SRU (2022), the total estimated wholesale market revenue for clothing in Australia is
$9,991 million. Multiplying all terms on the left-hand-side and right-hand-side of Equation 2 by this amount
provides the equation outlined in Equation 3.

w =1,332logx + 576

Where:

w represents the cumulative wholesale revenue ($ of wholesale revenue)
x represents the Top x market players by revenue

Equation 3 Industry market share function (expressed as $ of wholesale revenue)

To estimate the number of brands within incremental revenue bands, it was also necessary to differentiate
the market share function so that it could be used to estimate the incremental change in market players for
corresponding increments of revenue (i.e. players within selected revenue bands.), as shown in Equation 4.

1,332
x

dw —
/ dx —
Where:

dW/ dx US the incremental change in wholesale revenue per incremental number of players

Equation 4 Equation to estimate players within incremental revenue brands
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Constitution

Part 1

<company name>

Interpretation

1.

1.1

1.2

1.3

Definitions and Interpretation
Definitions
In this constitution:

auditor is the person, for the time being, appointed by the company, as the company's
auditor.

board is the governing body of the company comprising its directors.
Chair is the person elected as chair by the board.

director is a director of the company.

member(s) is a person who is or becomes a member(s) of the company.

secretary is a secretary of the company.
writing includes any mode of representing or reproducing words in a visible form.
Interpretation

In this constitution headings do not affect interpretation and unless the context otherwise
requires:

€)) the singular includes the plural and vice versa;
(b) reference to any gender includes the other genders;
(© person includes a firm, a corporation, a body corporate, an unincorporated

association or an authority;

(d) includes or including does not limit the meaning of a word or phrase immediately
before it;
(e) a reference to any instrument includes a reference to that instrument as varied

from time to time;

4] a reference to a person includes that person’s executors, administrators,
successors and permitted assigns;

(9) a word or phrase not defined but which is given a meaning in the Corporations Act,
has the same meaning; and

(h) a reference to any legislation includes all amendments to it and any legislation
enacted in substitution for it and all regulations and other statutory instruments
issued under it and in force.

Replaceable rules

The replaceable rules do not apply.
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Constitution

Part 2
Status

2.

<company name>

Limited by Guarantee
The company is a company limited by guarantee.
Object

The object of the company is to advance the natural environment for the general public
benefit.

Not for Profit

The company must not operate for the profit or gain of (a) member(s). For this purpose, the
company:

(a) must only use its property and income to further its objects; and

(b) must not distribute any of its property or income, directly or indirectly to its
member(s) except for:

(1) bona fide compensation for services rendered,;
(2) expenses incurred for the Company; or
3) amounts paid from any surplus to give effect to the company’s object if

the member(s) is itself a charitable entity that has a similar charitable
purpose to the company.

No Shares

The Company may not issue shares.

Changes
(a) This constitution may only be varied by the member(s).
(b) The member(s) may not amend this constitution if because of the amendment the

company is no longer a charity.
Winding up

(@) If the company is wound up, any surplus remaining after satisfying its liabilities
must be applied to one or more Complying Entities.

(b) In this clause:

(©) Complying Entity is, at the time of the company's winding up,
a fund, authority or institution determined by the board or failing the board, by the
President of the Law Society of the jurisdiction in which the company has its
registered office, which:

() has objects similar to the objects of the company, which is charitable at
law; and
(2) whose constitution prohibits the distribution of its income and property

among its member(s)s to an extent at least as great as is imposed on the
company under this constitution.
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<company nhame>

8. Jurisdiction
This constitution is governed by <insert state> law and the member(s) irrevocably submits to

the non-exclusive jurisdiction of its courts and all courts which hear appeals from those
courts.

Part 3
Member(s)

9. The member(s)
9.1 Member(s)
The member(s) is/are:
<insert members>
9.2 No Certificates
The member(s) is/are not entitled to a certificate evidencing membership of the company.
9.3 No Assignment
The member(s) may not assign membership in the company.
10. Member’s Liability
10.1 Limited
The member’s liability is limited to the amount specified in this clause.
10.2 Guarantee

The member(s) must contribute up to $10.00 to the company’s property if the company is
wound up.

10.3 Determining Amount

The board must, in a winding up, determine the amount that the member(s) should fairly
contribute up to the limit specified in this clause after taking into account:

(@) the liabilities of the company; and
(b) the expenses of winding up the company.
Part 4
Management
11. Power
€) The board manages the operations of the company.
(b) The board may exercise all the powers of the company which are not required to
be exercised in general meeting.
12. Directors

12.1 Number

€) The member(s) determine(s) the number of directors.
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Constitution

12.2

12.3

12.4

13.

131

13.2

13.3

<company name>
(b) There must be at least 3 but no more than 12 directors.
Initial directors

The initial directors of the company are the persons who have agreed to act as directors and
who are named as proposed directors in the application for registration of the company.

Appointment

(@) The company may by ordinary resolution appoint directors for the period
and on the terms it sees fit.

Ceasing to be a director

A person ceases to be a director if the person:

@ resigns from office by notice in writing to the company;

(b) is removed by ordinary resolution of the company;

(©) is disqualified under a relevant law;

(d) is absent from three ordinary consecutive meetings of the board, without leave;

(e) becomes bankrupt or makes an arrangement or compromise with their creditors
generally;

)] is convicted of an indictable offence or an offence involving fraud or dishonesty; or

(9) becomes of unsound mind or a person whose person or estate is liable to be dealt

with in any way under any law relating to mental health.
Board proceedings
Calling Meetings
€)) Any director may call a meeting of the board.

(b) The person calling the meeting must specify in a notice to the other directors the
time, place and agenda for the meeting.

(©) At least five working days' notice must be given of all board meetings unless a
majority of the directors waive this requirement. In this clause a working day is a
day that banks are open generally for business in Australia.

Chair

(@) The member(s) appoint(s) any one of the directors to be Chair and deputy Chair
and may determine the period of office.

(b) The Chair and in his or her absence, the deputy Chair is chair of board meetings.

(©) If the Chair or deputy Chair is not present, the board may elect one of the other
directors to chair the meeting.

(d) The member(s) may remove the Chair or deputy Chair at any time.

Quorum

The quorum for board meetings may be fixed from time to time by the board and unless
fixed is 2 if there are 3 directors and otherwise half of the number of directors (rounded
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13.4

135

13.6

13.7

13.8

14.

<company name>

upwards) in each case one of whom must be a Trustee of the member(s) if a Trustee of the
member(s) is a director.

Procedural rules

The board may adjourn and, subject to this constitution, otherwise regulate its meetings as it
decides.

Use of technology
A board meeting may be held using any means of audio or audio-visual

communication by which each director participating can hear and be heard by each other
director.

Decisions
(a) The board must decide all matters by a majority of votes.
(b) If there is deadlock, the chair of the meeting has a casting vote.

Written Resolutions

(a) The board may pass a resolution without a directors’ meeting being held if the
proposed resolution is sent to each of the directors' electronic address in the
company's records, no director disagrees to the resolution within 24 hours of its
sending and at least two thirds (rounded upwards to the nearest whole number) of
the directors entitled to vote on the resolution sign a document containing a
statement or agree electronically that they are in favour of the resolution set out in
the document.

(b) Separate copies of a document may be used for signing by directors.
(©) The resolution is passed when the last director signs or agrees.
Defects

A defect in the appointment of a director does not invalidate an act of the board or the
director.

Secretary
€) The board may appoint and remove a secretary. The board may at any time

appoint a person as an additional secretary or as acting secretary or as a
temporary substitute for the secretary.

(b) A person ceases to be a secretary if the person:
Q) is removed by the board;
(2) resigns from office by notice in writing to the company;
3) is disqualified under a relevant law;
(4) becomes bankrupt or makes an arrangement or compromise with his or

her creditors generally;

(5) is convicted of an indictable offence or an offence involving fraud or
dishonesty; or

(6) becomes of unsound mind or a person whose person or estate is liable
to be dealt with in any way under any law relating to mental health.
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15.

Part 5

Delegation

€) The board may delegate its powers to committees or employees of the company.

(b) The proceedings of a committee are governed by the provisions for meetings of
the board, as far as they apply.

(c) The board may by power of attorney appoint any person to be an attorney of the

company for any purpose and within its powers, authorities, and discretions for the
period and subject to the conditions as it thinks fit.

Directors’ interests

16.

17.

Remuneration

@)
(b)

(©)

Conflict
(@)

(b)

(©

Constitution

The directors must not be paid remuneration for their services as directors.

A director is entitled to be paid all travelling and other expenses properly incurred
by the director for the company.

This clause does not restrict the remuneration to which a director may be entitled
as an officer of the company or of a related body corporate in a capacity other than
director.

A director who has a material personal interest in a matter that relates to the affairs
of the company must:

(1) disclose the nature and extent of the interest to the board; and

(2) if the rest of the board determines, not take part in that part of the
meeting relating to the matter.

3) This does not relate to a Permitted Interest.

A disclosure may be in a standing notice given at a board meeting (either orally or
in writing) or to the other directors individually in writing and tabled at the next
board meeting. A standing notice ceases if a new person is appointed as a
director or if the nature or extent of the interest materially increases above that
disclosed in the notice.

Permitted Interest is an interest which:

Q) arises because the director is a member and is held in common with the
other member(s);

(2) arises in relation to the director’s remuneration as a director of the
company;
3) relates to a contract the company is proposing to enter into that is

subject to approval by the member(s) and will not impose any obligation
on the company if it is not approved by the member(s);

(4) arises merely because the director is a guarantor or has given an
indemnity or security for all or part of a loan (or proposed loan) to the
company;



Constitution

18.

18.1

<company name>

(5) arises merely because the director has a right of subrogation in relation
to a guarantee or indemnity referred to in this clause;

(6) relates to a contract that insures, or would insure, the director against
liabilities the director incurs as an officer of the company (but only if the
contract does not make the company or a related body corporate the

insurer);

@) relates to any payment by the company or a related body corporate in
respect of an indemnity permitted by law or any contract relating to such
an indemnity;

(8) is in a contract, or proposed contract, with, or for the benefit of, or on

behalf of, a related body corporate and arises merely because the
director is a director of the related body corporate; or

(d) A director is not disqualified, by virtue of his or her position as director from:

D holding any office or place of profit (except that of auditor) under any
entity in which the company is a shareholder or otherwise interested;

(2) voting in favour of any resolution appointing himself, herself or any of the
other directors as officers of the entity;

3) remunerating a director or officer of that body corporate; or
4) contracting with the company.
(e) A director, who is interested in a contract or arrangement or proposed contract or

arrangement may:

D be counted in a quorum at a meeting of the board considering that
contract or arrangement or proposed contract or arrangement;

(2) vote for any matter arising out of, the contract or arrangement or
proposed contract or arrangement; and

3) retain benefits under the transaction.

) A director is not liable to account to the company for any profit arising from any
office or place of profit or realised by any contract or arrangement by reason only
of the director holding the position of a director.

(9) If a director breaches a provision of this clause or acts when he or she has a
conflict, the validity of any act, resolution, transaction or matter is not affected.

(h) A director may, despite the director’s interest, participate in the execution of any
instrument by the company.

Indemnity and Insurance

Indemnity to Officers

To the extent permitted by the Corporations Act, the company indemnifies every officer
against any liability incurred by that person as an officer of the company. However, the
company must not indemnify an officer against:

€) a liability owed by him or her to the company;

(b) a liability that is owed by him or her to someone other than the company and did
not arise out of conduct in good faith; or
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(c) a liability against which the law does not permit a company to indemnify an officer.
18.2 Insurance

The company may pay the premium insuring an officer against any liability incurred by the

officer as an officer and against any liability for costs and expenses incurred by the officer in

prosecuting or defending proceedings, whether civil or criminal, and whatever the outcome

of the proceedings, except in circumstances prohibited by the Corporations Act.

18.3 Definition of officer

officer means any person who is or has been a director, secretary or executive officer of the
company

Part 6
Administration

19. Minutes
@ The company must keep minutes of proceedings of the company, the board and

its committees. They must be confirmed at a subsequent meeting of the relevant
body and signed by the chair of that meeting or its previous meeting.

(b) The minutes are conclusive of the matters in them.
20. Accounts
(a) The company must keep proper accounting records of its financial position.
21. Auditor
(a) If the law requires, the company must appoint a suitably qualified person to audit
its boc_)ks_ and records and report to the member(s) on the financial affairs of the
association.
(b) The auditor may be re-appointed.
(© An auditor's appointment ceases if he or she retires as auditor by notice to the

company, ceases to practice as an auditor, dies, becomes bankrupt or if a
corporation, steps are taken to wind it up.

22. Deed

The company may enter into a deed by one director signing the instrument for the company.
23. Notices

A notice or other communication must be in writing and may be given:

€) by delivering it personally, sending it by prepaid post, facsimile or electronic
transmission to:

(1) the company, at its registered office or other address it specifies in a
notice to its directors or auditors from time to time;

(2) a director, at the address given by him or her to the company from time
to time; or
3) to the member(s) at the member(s)’s address in the Register or its

address last known to the company.
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Notice is taken to be given, if sent by post, five days after posting, or if sent
electronically, at the time of sending.

Constitution 9



H. Example Advisory Board
terms of reference

Draft terms of reference, governance structure and operating guidelines
for the Australian Clothing Product Stewardship Scheme Advisory Group.

1. Aims

The aim of the Advisory Group (the AG) is to provide expertise and ensure the Scheme is
well-designed to support steward action in creating a circular clothing economy by 2030.
Efforts will be measured and focussed by:

e Guiding and shaping the future scope and direction of the Scheme through advice to
PSO.

e Advising on appropriate, additional funding for the Scheme.

e Reviewing governance proposals for the Scheme including how to capture and
measure the impact of the Scheme’s activities.

e Proposing effective delivery methods including workstreams and working groups.

e Providing oversight of additional sector initiatives, policy developments and any other
issues in Australia and globally that would impact the Scheme goals being achieved.

2. Governance of the Advisory Group

The AG will have 10-15 members which will initially be invited by the project consortium,
in collaboration with the PSCoE. Gender balance in the AG representation is desired.

Election of the Advisory Group

Stewards will be asked to submit expressions of interest to join the AG within the
categories listed below.

The PSO will ensure that each category has at least one candidate. If this is not the case,
stewards in that category will be contacted by the PSO. If no candidate can be found, to
preserve balance in the AG representation, the seat will remain vacant to be filled later by
a new or existing category.

If there are multiple candidates for any of the categories, an election will be held with the
stewards of that category. If requested by that category the PSO will provide technical
assistance e.g., online voting tool/platform.

If stewards are unable to decide on representation to the AG, or in the event of a tie in
the election process, the PSO reserves the right to make the final decision.
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A suggested makeup of the Advisory Group is set out below:

e Enterprise stewards - 4 seats

e Small and medium sized stewards - 1 seat

e Charity organisations and charity retailers - 1 seat
e Reuse organisation - 1 seat

e Recycling organisations - 1 seat

e Peak industry bodies - 1 seat

e First Nations voice - 1 seat

e Federal, State and Local Government - 1 seat each

Membership of the AG will be on a named individual basis and based on experience.
Commitment to the AG will be for two years and the PSO will provide the Secretariat.
Membership of the AG will be reviewed each year, with gaps filled annually, to ensure the
governance framework remains inclusive. To aid the collaborative nature of the AG, for
the purpose of AG information and meeting invites, email addresses will be made visible
to other members.

3. Structure

The AG will be supported by Working Groups (topics to be determined), sample WG topics
shown below.

The general objectives for the Working Groups are as follows:

e Metrics: to develop the metrics, targets and reporting mechanisms for assessing the
performance and progress of the Scheme.

e Policy: to evaluate measures and policy levers to contribute to the improved regulation
of clothing in Australia.

e Circularity: to inform the delivery of the priority areas s for the Scheme;

- Circular Design: Agree best practice for circular design principles and preferred
fibres, including for durability, recyclability and use of recycled content.

- Circular Business Models: accelerate and scale circular business models, and
pathways to address current system barriers to clothing recirculation. Pilot re-use
business models and develop large scale implementation to extend the lifetime of
clothing in Australia.

- Closing the Loop: Support the development of the national business case for
developing onshore facilities to close the material loop for clothing textiles.
Contribute overcoming identified barriers and partner with other textiles industries
to collaborate on sector development.

e Citizens: Support citizen behaviour change which will create demand for circularity,
increase the useful life of clothing, and reduce the amount of clothing textiles sent to
landfill.

Terms of Reference will be agreed and put in place for individual Working Groups.

Seamless Scheme Design Report



4. PSO Support
The PSO will:

e Coordinate the agenda in association with the nominated Chair.

e Enable AG members to feed into the agenda.

e Present papers and content to the AG to inform discussions.

e Record the minutes, actions and any impacts on the delivery objectives.

e Coordinate meetings, including communicating meeting dates, agendas, minutes etc.
e Promote and encourage attendance at the meetings of the AG.

e Ensure that communications are maintained across the Scheme and with external
groups through the use of e-mail.

o Liaise with governments, establishing and holding updates as required.

e Act as liaison for stakeholders interested in and engaged with the Scheme.

5. Data and Information Protection

PERSONAL DATA

The PSO is committed to processing data in accordance with its responsibilities under the
The Privacy Act 1988, all other relevant data protection laws and regulations, and in line
with the highest standards of conduct. Members of the AG will consent to the PSO
holding and sharing personal data with other members of the AG for the purposes of
delivering the aims of the AG.

INTELLECTUAL PROPERTY

In order to protect stakeholder organisations, confidential information and Intellectual
Property (IP) rights related to the Scheme developments, the following provisions are in
place:

e Any information which AG members choose to share with the AG will not be included
in any publications unless permission is explicitly given.

e Minutes will be circulated to AG members along with other Scheme materials, and will
be maintained by the PSO.

e Media activity relating to AG members will be agreed in advance with the AG.

e Stakeholder organisations are advised to use their own IP protection mechanisms and
ensure no confidential information is provided unless this is intended and should
specify any restrictions on use.
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6. Meeting frequency

It is proposed that there will be at least three AG meetings per year. Meetings will be held
virtually.

7. Code of conduct

The AG members will be required to attend each meeting or, if unavoidable, suggest a
suitable representative (from their own business or another in the same sector) who can
actively contribute to the meeting and commit to actions. This substitute is expected to
be ratified by the PSO in advance.

If an AG member misses 2 meetings in succession and fails to recommend a suitable
alternative representative, the PSO reserves the right to remove the member from the
group. The place will then be offered to an alternative member from a similar sector.

If an AG member wishes to resign from their position in the AG, they must provide the
PSO with written notice.
8. Review

This document will be reviewed periodically by the PSO Board. Any amendment to the
Scheme delivery structure and terms of reference, necessary to reflect changing
circumstances, will be made accordingly.
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I. Seamless transition plan

This transition plan outlines the steps to establish a Product
Stewardship Organisation that on behalf of the clothing sector, will
commence implementation of the proposed Seamless scheme.

1. Transition phase

The Scheme Design report recommends a phased implementation of the Scheme.
The transition phase will focus on three areas:

1. Establishing the PSO including the necessary governance and structural arrangements
2. Developing the scheme business plan
3. Commence scheme activities.

The Transition will be facilitated by the Product Stewardship Centre of Excellence (PSCoE)
under the direction of the Transition Advisory Group, comprising foundation members and
specialist advisers. To ensure continuity and a seamless passage to creating the Product
Steward Organisation (PSO) the current Australian Fashion Council (AFC) Project Director
will provide project management support to the PSCoE.

Once the PSO is formed as a legal entity and its interim Board and CEO appointed,
responsibility for the transition phase will be handed over to the PSO Board and CEO,
along with all relevant project information. The PSO will build-up resources and capacity
including stewards, while also developing a 3 year business plan, risk and communications
plan, stakeholder advisory plan and commence activity on early priorities. This timeframe
also allows stewards to plan for the proposed contribution per item financial model into
their budgets by July 2024.

SEAMLESS IMPLEMENTATION TIMELINE

JUNE 2023 - JUNE 2024 JULY 2024 - DEC 2029
Scheme transition PSO fully operational and Circular clothing economy
managing the scheme in Australia
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2. Transition plan activities and deliverables

A project environment will be used to establish and manage the Transition Plan.

There are three stages to the transition plan:

1. PSO Establishment — June to Oct 2023
2. PSO Business Planning — Nov 2023 to Jan 2024
3. PSO Commence Activities - Feb - July 2024

Each area of activity and deliverables are outlined below.

2.2 PSO 3-year Business Plan (including risk management
plan, priority and target setting, eco-modulation criteria)

2.3 Steward Recruitment
2.4 Advisory Group established.
2.5 ACCC engagement

Deliverables:

PSO Business Plan including financial and risk
management plans

PSO Steward recruitment strategy and associated
communications

ACCC Application initiated

1. PSO establishment Timing Responsibility

1.1 Set up Transition Advisory Group (TAG) July - Oct | TAG

1.2 Interim Work Plan 2023 PSCoE

1.3 PSO Constitution developed, legal entity established. Project

1.4 Board selection and appointment process Director

1.5 CEO appointed

Deliverables:

TAG established

Interim workplan confirmed

PSO Chair, Board and CEO appointed

PSO Established

2. PSO business planning Timing Responsibility

2.1 PSCoE handover to PSO Board, Chair and CEO Nov - Feb | PSO Board
2023 CEO
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3. PSO commence activities Timing Responsibility

3.1 Communications and Branding Mar - June | PSO Board
3.2 Launch Scheme 2024 CEO

3.3 Early priority development work for Foundation
Members

3.4 Steward Recruitment
3.5 Operations Planning
3.6 ACCC authorisation

Deliverables:

Commence implementation of business plan
Scheme launch
ACCC authorisation

See attachment A to this annex for a detailed breakdown of activities.

3. Transition roles and responsibilities

The following roles and responsibilities identify what each stakeholder will be responsible
for throughout the Transition Plan.

Role Responsibility

Transition The purpose of the TAG is to support the establishment of a PSO
Advisory Group that on behalf of the clothing sector will implement the proposed
(TAG) National Clothing Product Stewardship Scheme

Membership of the TAG:

e PSCoE (Nominated Chair)

e Foundation members (voting)

e Australian Fashion Council (advisory role)
e Specialist Advisers (non-voting)

- SME brands with proven expertise in clothing circularity
- Circularity expert

- Reuse expert

- Local manufacturing expert

- Recycling expert
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Role

Responsibility

The TAG will continue to consult with associations, circular experts
and non-steward stakeholders from the clothing value chain to
share / present information and experience in relation to clothing
design, reuse, recycling, logistics or other specialist areas.

The TAG would meet every 4-6 weeks online with a prepared
agenda sent in advance so that the foundation member can identify
the best person to attend the meeting.

The TAG will cease to operate once the PSO and its Board has been
established. Foundation members of the TAG will have the
opportunity to become a member of the PSO, a Director of the PSO
and a member of any Advisory Group to the PSO.

See Attachment C on the proposed PSO Governance from the full
Scheme Design Report.

Foundation
Members

Foundation members are the founding stewards of the National
Clothing Product Stewardship Scheme and founding members of
the PSO.

Foundation members will pay a fixed fee of $100,000 for the twelve
month establishment period of June 2023-June 2024. This fee will
be redeemable against the first levy payment in 2024.

Foundation members will be part of the TAG. It is expected that
each Foundation member would nominate a senior executive to
represent them on the TAG.

Foundation members will play a vital role in establishing a
successful and sustainable PSO and national stewardship scheme
with due credit and acknowledgement ensured throughout a range
of promotional events and activities.

Product
Stewardship
Scheme
Consortium

The Consortium consists of the Australian Fashion Council, QUT,
WRAP, Charitable Recycling Australia and Sustainable Resource Use,
and will each individually maintain a role of support and advocacy
for the establishment of the PSO and implementation of the
Scheme.

The Consortium members will not hold any authorisation or
decision-making powers during the Transition period.
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Role

Responsibility

Product
Stewardship
Centre of
Excellence

The PSCoE will act as administrator of stage 1 of the Transition Plan
and Chair of the TAG.

It will be responsible for:
o the oversight and direction of the Project Director
o the four key deliverables for Stage 1

e hold in trust and manage Foundation member contributions as
directed by the TAG

e the handover of the Transition Plan and member funds to the
PSO once established.

See Attachment D to this annex for skills and experience of PSCoE.

Project Director

The Project Director, reporting to the PSCoE Directors, will manage
stage 1 of the Transition Plan activities up until the PSO has been
established, at which point the PSO Board and CEO will take over
responsibility for Stages 2 & 3 of the Transition Plan.

The Project Director will be drawn from the Consortium to enable
continuity and efficient knowledge transfer between the Consortium
and the PSO.

See Attachment D for skills and experience of Danielle Kent, AFC
Project Director.

Product
Stewardship
Organisation

The PSO once legally formed and constituted with a CEO in place,
will be responsible for the delivery of Stages 2 & 3 of the Transition
Plan i.e., Business Planning and Commence Activities.

4. Transition plan timeline

The following timeline in Figure 1 identifies the three stages across the 12-month period
from June 2023 to June 2024.

The detailed schedule of stage 1 activities will be developed at the establishment of the
project by the Project Director under the direction of the PSCoE and in consultation with
the TAG. Stage 2 and 3 activity detail will be at the responsibility of the PSO.
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STAGE 1 - ESTABLISHMENT (PS
: CoE)

PFOIJ'EIC“E STAGE 2 - BUSINESS
Activity : : : : PLANNING (PSO)

STAGE 3 - COMMENCE ACTIVITIES (PSO)

Figure 1 - Transition Plan Timeline

5. Transition plan funding and deliverables

Through economic modelling, it is estimated that the total working capital required to
fund the Transition Phase of the Scheme’s implementation is $1,000,000 (see proposed
budget and deliverables below).

Foundation members will sign an Establishment Agreement with the PSCoE that will
confirm and financially commit them to implementing the Transition Plan to establish the
PSO, develop the scheme business plan, recruit more members and resources, and
commence implementation of the Scheme.

Foundation membership has been capped at 12 members in accordance with the
transition activities and funds required. Equally, the proposed activities and expenditure
of the transition plan have been designed to accommodate if the full $1m working capital
is not raised by December 2023.

The below table demonstrates how the funding across the three stages has been
allocated, in line with the milestone deliverables.

Expenditure items Deliverables

STAGE 1 Project Director TAG established

$250,000 | Product Stewardship Centre | Interim workplan confirmed

of Excellence fees PSO entity established and launched

Board/CEO Recruitment fees PSO Chair, Board and CEO appointed
Legal fees
Communications

Travel
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Expenditure items Deliverables

STAGE 2 PSO salaries PSO Business Plan (including financial and
risk management plans, priority and target

$250,000 | ACCC engagement and . . o
setting, eco-modulation criteria)

application
PSO steward recruitment strategy and

IT Infrastructure . ..
associated communications

Administration and e
ACCC application initiated

insurances
STAGE 3 PSO salaries Launch scheme
$500,000 | Communications and Commence implementation of business plan
branding ACCC authorisation
Launch
Operations

FOUNDATION MEMBER PAYMENTS

Foundation members of the scheme will pay a fixed fee of $100,000 (ex GST) for the twelve-
month establishment period of June 2023-June 2024. This fee will be redeemable against
their first-year levy payments in 2024/25.

Payments will be made via invoice to the PSCoE in either of the two following options, flexible
to their financial management needs:

1. One single instalment of $100,000 (preferable); or
2. Four separate instalments based on the following payment schedule.

Option 2: Payment schedule

Payment amount Timing
$25,000 June 2023
$25,000 October 2023
$25,000 Feb 2024
$25,000 May 2024
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REDEEMABLE LEVY PAYMENT

The $100,000 establishment fee is redeemable against their first-year levy payments in
2024/25. Subject to ACCC authorisation it is proposed that steward levy payments for the
financial year July 2024 to June 2025 will be calculated on clothing brought into the
Australian market during the financial year up to June 2024.

As this data will take some time to calculate, it is expected that the calculation of levy
and payment would not be made until the second quarter of the financial year. It may be
that the PSO Board decides a different calculation period or payment schedule.

PROPOSED EXPENDITURE BUDGET (EX GST)

Expenditure Item Amount

PHASE 1: PSO ESTABLISHMENT

Project Director secondment - 4 months’ salary - secondment from AFC $70,000

Product Stewardship Centre of Excellence $60,000
TAG fees $16,000
Recruitment fees $30,000
Legal/Accounting fees $20,000
Communications $50,000
Administration Expenses $10,000
Sub total $250,000

PHASE 2: BUSINESS PLANNING

PSO Salaries $150,000
CEO

Communications, education, engagement specialists
Administrative support and stewards’ relationship management

ACCC application $10,000
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Expenditure Item

Amount

IT Infrastructure $50,000
Administration & Insurances $40,000
Sub total $250,000
PHASE 3: COMMENCE ACTIVITIES*

PSO Salaries/Contractors $200,000
CEO

Communications, education, engagement specialists

Administrative support and stewards’ relationship management

Technical specialists e.g., logistics and collection, materials and

processing, accreditation

Communications and branding $100,000
Launch $50,000
Operations $150,000
Administration

Activities

ACCC application

Sub total $500,000
TOTAL $1,000,000
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Attachments

A: Detailed breakdown of transition plan activities

B: Early priority work of the scheme

C: Scheme Design Report extract - governance

D: Biographies

Attachment A: Detailed breakdown of transition activities

1. PSO ESTABLISHMENT

Sub task

Summary of activity

1.1 Set up
Transition Advisory
Group

The Transition Advisory Group will be established and supported
by the Project Director with Terms of Reference and a meeting
schedule identified for Stage 1.

The Group would meet every 4-6 weeks online with a prepared
agenda sent in advance so that the Foundation Member can
identify the best person to attend the meeting.

The purpose of the TAG is to establish a PSO that on behalf of the
clothing sector will implement the proposed National Clothing
Product Stewardship Scheme.

¢ Membership of the TAG:

e PSS Centre of Excellence (Nominated Chair)

e Foundation Members (voting)

e Australian Fashion Council (advisory role)

e Specialist advisers (non-voting)

- SME proven early adopters of clothing circularity
- Circularity expert

- Reuse expert

- Local manufacturing expert

- Recycling expert
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Sub task

Summary of activity

The TAG will consult with associations, circular experts and non-
steward stakeholders from the clothing value chain to share /
present information and experience in relation to clothing design,
reuse, recycling, logistics or other specialist areas.

The TAG would meet every 4-6 weeks online with a prepared
agenda sent in advance so that the Foundation Member can
identify the best person to attend the meeting.

The TAG will cease to operate once the PSO and its Board has
been established. Foundation members of the TAG will have the
opportunity to become a member of the PSO, a Director of the
PSO and a member of any Advisory Group to the PSO.

1.2 Interim
work plan

The Project Director will prepare an interim workplan that outlines
the work to be undertaken in Stage 1 of the transition phase.

The workplan will set out all key actions required to achieve the
set deliverables of Stage 1 within the given time and budget.

The workplan will also include the ongoing communication and
promotion of the Scheme including opportunities through panels,
interviews, media etc.

The Project Director will continue to engage with PSS
stakeholders on the transition process across the clothing value
chain as required through.

1.3 PSO
Constitution
developed, and
legal entity
established.

The PSO will be established as a not-for-profit company limited
by guarantee to administer the Clothing Product Stewardship
Scheme. Full details on the Governance recommendations are
found in the Scheme Design Report (see also attachment D).

Key activities to form the legal entity will include:

GOVERNANCE

e Constitute the new entity

e Register with ASIC and ACNC

e Member register

e Member agreements

e Key policies developed - Risk Management

LEGAL

e Business tax registrations including ABN, TFN, GST, PAYG and
tax exemption status, charity registration.
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Sub task

Summary of activity

e Insurances including WorkCover, public and products liability,
Association, cyber and contents

FINANCE

e Open business bank account
e Establish accounting and payroll systems
e Chart of Accounts/Delegations established

COMMUNICATIONS

e Register business and/or brand name(s)
e Register domain name(s) and social media accounts

1.4 Board selection
and appointment
process

As a general guide the Board usually involves anywhere between a
minimum of 3 and maximum of 15 Directors. Over half of the
Directors will be PSO members with the balance (e.g. between 5
and 7 depending on total number of Directors) being made up of:

e an independent Chair.
¢ a nominated representative of the Australian Fashion Council;

e at least two independent directors that bring relevant
specialist knowledge and skills across the clothing supply
chain from clothing design, reuse and recycling.

As the entity is in the establishment phase, Foundation Members
on the TAG will be invited to nominate for Director positions on
the Board. In the case where there are more Foundation Member
nominations than positions available, the Foundation Members on
the TAG will vote on the appointments.

The Australian Fashion Council will be invited to nominate a
representative for their position on the Board.

For the independent Chair and independent Director positions, the
PSCoE will prepare position statements for the TAG to review and
sign off on. A recruitment process seeking nominations, including
invitations to specialist advisers on the TAG, will then be
conducted by the PSCoE. A shortlist of nominations for the
Independent Chair and Director positions will then be presented
to the Foundation Member Directors and the AFC Director for final
consideration, interview and appointment.
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Sub task

Summary of activity

1.5 CEO and
Secretary
appointed.

The PSCoE will prepare a CEO position description for the Board
to consider and approve. The PSCoE will then undertake a
recruitment process with a shortlist of potential appointees being
presented to the Board for final consideration, interview and
appointment. The Board has the option to appoint a CEO for any
period and on any terms (including remuneration).

The Board will also appoint a secretary for the PSO.

2. PSO BUSINESS PLANNING

These activities are a guide only and subject to change by the PSO in consultation with

the TAG.
Sub task Summary of activity
2.1 PSCoE Confirm Consortium/Scheme Report handover

handover to PSO
Board and CEO

AFC project handover all project documentation to the PSO

2.2 PSO
Business Plan

Three year business plan to be developed by the PSO Board and
CEOQ, including financial management and Risk Management Plans

2.3 Advisory
Group established

PSO to form Advisory Group, as recommended and detailed in the
Governance section of the Scheme Design Report (see also
attachment C).

2.4 Impact
assessment

The PSO Board will undertake a detailed review and assessment of
the Scheme Design Report and recommendations. This review will
be undertaken in consultation with the Advisory Group to provide
more understanding of the impact of the Scheme’s
implementation.

2.5 Operations

Board and CEO prepare ACCC application for scheme including
proposed levy in consultation with Scheme Members and Advisory
Group .

Infrastructure - Identify financial management and IT systems and
infrastructure requirements

2.6 Steward

acquisition

Recruitment strategy to be identified and executed
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3. PSO COMMENCE ACTIVITIES

These activities are a guide only and subject to change by the PSO in consultation with
scheme members the advisory group.

Sub task

Summary of activity

3.1 Communications

Marcomms activity including:

Media and branding advisers/consultants

Website design, hosting and related services

Design of marketing collateral (hardcopy and digital)
Design of signage and banners for events

Design and production of annual report

3.2 Launch

Public launch of scheme and the PSO

3.3 Operations

Complete ACCC authorisation process for scheme and
proposed levy

3.4 Early priority
development work

See Attachment B: Early Priority Work which identifies the type
of activities the PSO would undertake. The Business Planning
process will determine these activities more exactly.

3.5 Steward
Acquisition

Ongoing recruitment of stewards based on recruitment strategy
contained in the Scheme Report

Attachment B: Early priority work of the scheme

PSO to confirm in consultation with members and Advisory Group.

This table sets out the suggested early priorities of the scheme. Specific and detailed
plans will depend on the membership, funding levels, capacity and capability of the PSO
etc. and will be detailed in the PSO business plan.

This table focuses mainly on the technical areas of the scheme as opposed to ongoing
recruitment of stewards, administrative work of the PSO etc.
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Circular design

Circular business
models

Closing the loop

Citizen behaviour

First Develop/adapt Mapping and Develop the Citizen
priority Circular Design assessment of support segmentation and
Guidelines with current CBM payment consumer insight
specific and landscape, insight | scheme
product relevant | on global Develop/license
details (potential | experience to Consolidate or the consumer
to focus on date from both commission data | campaign and
priority products business and on landfilled launch initial
depending on citizen clothing “moment”,
stewards perspectives potentially on
product Develop and donating/buying
portfolio) Consumer deliver sorting preloved or care
research to pilots (building | and repair
determine on work already | (depends on
receptiveness to | in hand) results from
and appetite for _ consumer insight)
CBMs specifically | Map what's in
in Australia, the 15kg?
insights shared
with foundation
members
Support for data gathering and baseline reporting
Policy working group initiated (including state government “round table”)
Ongoing co-regulation discussions
Second | In depth Piloting of Scale Begin citizen
priority | workshops and preferred collections, messaging on
training for business models sorting and circular business

stewards on
implementing
circular design
guidelines

Engage supply
chains

Develop and
implement
investment
program to
increase repair

Research on
product
technology and
process
innovation for
circular business
models (including
from other
sectors)

reprocessing

Accreditation,
certification,
verification
methodologies
for collection,
sorting and
reprocessing

models to support
pilots

Engage local
governments and
stewards in citizen
messaging to
amplify reach
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Circular design

Circular business
models

Closing the loop

Citizen behaviour

Engage finance sector to support infrastructure as well as to drive
participation in the scheme through ESG requirements

Continuous improvement on data and measurement

Third
priority

Explore
certification and
accreditation for
circular design

Review eco
modulation
criteria for
inclusion of
additional or
improved
circularity

Scales CBMs

Drive an
increase in high
value markets
for outputs to
ensure
scalability of
reprocessing
infrastructure

Develop school
and higher
education
programs

Investigate easy to
drive greater
community
engagement

Engage globally with other schemes to adapt and adopt best practice from

elsewhere

Attachment C: Scheme Design Report Extract: Governance

The following extract is taken from the full Scheme Design Report, Section 5.7
Governance.

GOVERNANCE

The Consortium, in collaboration with the PSCoE has investigated the possible options for
the selection/creation of the PSO. This included researching a suite of different options,
engaging with existing product stewardship schemes to understand their positions and
governance structures, and in-depth engagement with the PSCoE on the pros and cons of

each.

The recommendation is that an independent entity be established as the PSO, to operate
the scheme.

The PSO is to be governed by a board with scheme operations to be supported by an
Advisory Group.
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This approach has several critical benefits:

e A stand-alone entity would be totally focused on the scheme with fewer non-product
stewardship distractions

e It will operate independently and be less subject to influence and advocacy from
individual company interests

e Independence of such an entity affords integrity to the public and relevant
stakeholders

e The implementation of a mixed board demonstrates more than just industry input and
includes other areas of required expertise

e It would be eligible for government accreditation

e It would have the ability to manage and mitigate risks

The governance of the PSO can be split into two key areas:

e The organisational governance of the PSO

e The governance of the scheme itself (the operational governance)

These two elements fulfil different functions:

e The role of organisational governance is to ensure the long-term security and
sustainability of the organisation, that it adheres to the applicable legal and financial
requirements, that it functions effectively, and that it has the necessary skills and
capabilities to deliver its remit.

e The role of operational governance is to ensure that the scheme is delivering
effectively on its required impacts, that the overall strategy for income, expenditure
and delivery is appropriate, ambitious, and deliverable, and that funds are being spent
in accordance with the strategy.

There will necessarily be overlap between these two areas.

ORGANISATIONAL GOVERNANCE

The PSO should be governed by a constitution which defines the different types of board
members, their voting rights, the selection process, and duration of board positions etc. (a
sample version can be found in Annex F). As set out below, the PSO should be structured
as a not-for-profit organisation. The recommendation is that the PSO also be Australian
Charities and Not-for-profits Commission registered (ACNC). See Annex G for a detailed
breakdown of their requirements.

The board of the PSO should reflect the size, nature, and function of the PSO. The
recommendation is that the board is chaired by an independent chair and includes a mix
of stewards and other independent individuals selected based on their board and
industry-relevant skills.
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OPERATIONAL GOVERNANCE

The recommendation is that the operation of the scheme is supported by an Advisory
Group in conjunction with the leadership team of the PSO and the board. Operating under
agreed Terms of Reference (ToR) (see Annex H), the advisory group will contribute
industry and wider stakeholder insights to advise on the formation and successful delivery
of the scheme, including the necessary adaptations over time. The Advisory Group’s input
will feed into necessary board discussions.

Membership of the Advisory Group will be on a named individual basis, based on
experience and for a fixed term. The recommendation is that initial Advisory Group
members include representatives of the foundation members. After the first term,
renewal will be done by nomination and voting.

After the transition period, the Advisory Group will be made of a range of members to
ensure there is ample coverage of the supply chain. Members will need to be able to
contribute knowledgeably from the perspective of their part of the sector (as opposed to
representing their own organisation).

A suggested makeup of the Advisory Group is set out below:

e Enterprise stewards - 4 seats

e Small and medium sized stewards - 1 seat

e Charity organisations and charity retailers - 1 seat
e Reuse organisation - 1 seat

e Recycling organisations - 1 seat

e Peak industry bodies - 1 seat

e First Nations voice - 1 seat

e Federal, State and Local Government - 1 seat each

Members of the Advisory Group are also expected to co-chair the respective working
groups implemented by the scheme. The Advisory Group may also bring in invited guests
for specific discussions (for example if a specific element of technical expertise is
required).

Attachment D: Biographies

PRODUCT STEWARDSHIP CENTRE OF EXCELLENCE

The Product Stewardship Centre of Excellence (PSCoE) helps businesses and governments
achieve best practice product stewardship, supporting Australia’s transition towards a
circular economy.

The Centre holds the required knowledge and expertise in product stewardship scheme
design and implementation, education, training, research, policy, community engagement,
supply chains, logistics, government liaison and business engagement.
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It provides practical support, mentoring, specialist advice and robust technical guidance
to enable businesses and governments to design and implement product stewardship
initiatives and mainstream circular economy thinking in everyday business decisions.

The PSCoE is a consortium bringing together the University of Technology Sydney’s
Institute for Sustainable Futures (ISF), the Australian Industry Group and Dentsu
Communications. Together with a team of specialist advisers.

The Centre provides an opportunity to establish Australia as a leader in product
stewardship across products and material streams.

DANIELLE KENT, AFC PROJECT DIRECTOR

Danielle Kent is the Project Director at the Australian Fashion Council leading the National
Clothing Product Stewardship Scheme - an initiative aiming to improve the reuse and
recycling of textiles, providing a roadmap to 2030 for greater clothing circularity in
Australia.

Danielle has extensive experience as a strategy and change management consultant
providing services to organisations undergoing complex or sensitive change projects,
specialising in strategic reviews of organisational operations and structures, process
design and implementation planning. Key sector experience is in health, tertiary education,
state and commonwealth government and not for profit.

Danielle has a range of governance experience, including assisting with the initiation of
the not for profit company, Impact Investing Australia, which was primarily tasked with
co-ordinating and hosting the Australian National Advisory Board reporting to the G8
International Social Taskforce on Impact Investing. Danielle has worked extensively with
Boards and Government Committees, and was the Director of the Secretariat to the
Ministerial Committee for tertiary education.

Danielle lived in Belgium and spent time as the President of the Australia Society Belgium
and committee member for the Australian Business in Europe Group, hosted by the
Australian Embassy.

In 2020, Danielle was appointed as a Global Ambassador to Slow Fashion Season as a
volunteer, using professional skills in the strategy and policy area of this very new not for
profit organisation, with the objective to reduce clothing consumption.

Seamless Scheme Design Report



J. Defining clothing collection
and sorting

Definitions of collection and sorting for rebates eligibility.

Collection

The collection of all clothing. The definition of clothing adopted by the scheme is “all
items of clothing, including outer and underwear, that are designed for multiple

use”. This definition includes clothing uniforms and excludes a range of single use
garments such as medical gowns and gloves. All messaging must indicate that the
collection is designed and will accept all clothing regardless of its saleability or wearable
status; that is, collections must collect both ‘wearable’ and ‘unwearable’ clothing. The
amount will be calculated as received by the collector from individuals. It will not apply to

the collection of pre-consumer clothing, as either unsold or returned/damaged stock.

Those collecting or handling only wearable clothing are acknowledged but do not need
any financial assistance and will not be eligible. If collections also include other items
(other textiles, household items), these will need to be subtracted from the tonnes
collected. A collector will need to be accredited and as part of this will need to commit to
only sell clothing to an accredited pre-sorter or sorter.

Pre-sort

A pre-sorter will need to be accredited and receive clothing from only accredited
collectors. As part of their pre-sort, they will be required to separate all non-
textile items (such as toys, appliances), and any waste and any wet or soiled clothing.

The pre-sorted clothing must then be transferred to an accredited sorter with a local
business address. The transferred textiles can include non-clothing items, but the funding
support will relate only to the clothing fraction.

Sorting

Clothing for sorting into wearable and unwearable fractions must be obtained from
accredited pre-sort sources. It must then be sorted by an accredited sorting organisation
either locally or at an accredited global location.
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All sorted clothing that is both wearable and saleable will be eligible for funding support.
The unwearable fraction will also be eligible if it is transferred to an accredited recycler or
an accredited waste to energy facility where recycling options have been sought and are
not available. The fraction disposed of to landfill will not be eligible for funding
assistance.

Australia’s reuse and recycling industries will need to be consulted on definitions. The
above is presented to start the conversation with the below reference definitions as a
starting point to grow more definitions throughout the PSO establishment and operations.

Reference definitions

Quoted from Sorting for Circularity report

Low value textiles

“...Non-rewearable and low-value rewearable textiles are referred to as low value textiles.
On one hand, this includes non-rewearable textiles going into downcycling, wiping, fibre-
to-fibre recycling, energy recovery and ultimate waste. Additionally, this definition
includes low-value rewearable textiles, those currently deemed rewearable by sorting
facilities and sold in the second-hand market at low prices, but where market demand is
expected to stop when volumes collected rise.”

Rewearable

“Garments that can be reused in their original form, for their original purpose. This
category is known as "product reuse" among many textile collectors/sorters. Rewearables
are categorised into cascading qualities, with the Cream, or highest quality, and Vintage
categories usually being sold domestically, while other qualities categorised from A to C
or 1to 3, mostly being exported abroad.”

Non-rewearable

“Garments and household textiles that cannot be reused in their original form and are
made from one or multiple types or layers of textiles. This category is known as "material
reuse" among many textile collectors/sorters and includes:

e Materials for downcycling (recycling / garneting): garment textile products which are
meant to be shredded or garnetted (opening up the fabric into a fluffy, fibrous
condition for reuse), with a purpose of future use of these fibres for recycling into
insulation, automotive, mattress filling, yarn or other.

e Materials for wiping: various mainly cotton rags used for cleaning machinery as well as
used for hand wiping.

e Materials for fibre-to-fibre recycling: garment textile products which are meant to be
shredded or cut into smaller pieces with a purpose of future use of these materials
for recycling into outputs used again in this specific sector, in similar applications for
which it was first developed.
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e Fibres and materials destined to become refuse-derived fuel: fibres and materials
from garment textile products that are used to produce Refuse Derived Fuel (RDF) to
ultimately produce energy and heat.

o Ultimate waste: wet, damp, damaged garment textile products which are not fit to be
sold in reuse or recycling markets.

Post-consumer textiles (PCT)

“Textiles that have been disposed of after consumption and use by the citizen or end-
users of commercial or industrial institutions, processed by a specialised textile sorter.”

Support payments

Payments are proposed from the scheme (seamless) budget to support clothing
collection, sorting and reprocessing. These payments would be made to those accredited
under the scheme and would be based on tonnes handled. The per tonne payments will
be higher for destinations that produce the highest environmental outcomes where a
payment is deemed beneficial to increased recovery. This includes high level recycling
such as returning the recycled material to fibre production for clothing manufacture.

Levy contribution

Each steward who joins (seamless) the scheme will contribute funding based on the
number of items of clothing they bring to the Australian market each year, whether sold
or not. The levy contribution will be calculated by the steward and provided confidentially
to Seamless. This assessment would be subject to regular auditing. The levy contribution
will be discounted for clothing items that meet the eco-modulation criteria.

Stewards

Each brand who joins Seamless is designated as a steward based on their commitment to
be a steward of the clothing they are bringing to market across its entire life.

Accreditation

The scheme (Seamless) will develop an accreditation of organisations that are playing a
role in the handling of end of life clothing. This will include collectors, sorters and
reprocessors of clothing. Support payments will be made exclusively to accredited parties
to ensure outcomes in line with scheme objectives. The accreditation will draw on
accreditation efforts being introduced by Charitable Recycling Australia and the Australian
Council of Recyclers. Every effort will be made to minimise the administrative load of
compliance.
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