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Purpose and background 
 
1. The purpose of this report is to seek endorsement of the proposed approach for the future of Smart Blocks. 

2. Smart Blocks (www.smartblocks.com.au) is a national program that supports owners and managers to 
improve the energy efficiency of common property in apartment buildings. Smart Blocks was developed by 
a $1.09 million Commonwealth grant to Strata Community Australia (SCA) (acquitted August 2015). 
Program development was driven by a consortium including SCA, Melbourne City Council (Council), City of 
Sydney (CoS), Owners Corporation Network and Green Strata. 

3. Due to changes in organisational priorities, SCA gifted Smart Blocks to Council in June 2015. As an interim 
arrangement, Urban Sustainability has managed the national program in collaboration with CoS. 

4. The apartment sector is under-informed, complex and energy intensive. The sector requires significant 
support to become resilient and sustainable in the physical building stock and its associated communities. 
 

Key issues 
 
5. Independent program evaluation identified a strong sector desire for Smart Blocks to continue. Customers 

requested program expansion, including sustainability product and service recommendations, improved 
website functionality, and increased customer support. It is challenging for Council to fulfil these needs. In 
particular, probity prevents Council from making product and service referrals. 

6. The Smart Blocks Steering Committee (Council and CoS staff) has developed an innovative ‘service 
design competition’ to appoint an external entity to own and run Smart Blocks. 

7. Entrants will be required to pitch their Smart Blocks business model and implementation plan. The Steering 
Committee will appoint a winner based on recommendations from the judging panel, which will include 
representatives of Council, CoS and experts from the start-up, technology and strata industries. 

8. It is proposed that Council contribute seed-funding of $100,000 over two years, paid from existing 
operational budgets. CoS will co-contribute the same amount. 

9. In late 2016, a Council report will be submitted presenting the appointee and seeking approval to provide 
performance-based seed-funding to the appointee in financial year 2017-18. 

10. There are numerous benefits to this approach, including: 

10.1. Increased potential to meet the demonstrated needs of customers. 

10.2. The start-up and entrepreneurial sectors will be leveraged. An external entity will have access to 
multiple income streams, such as fee-for-service to owners corporations, council subscriptions, 
supplier contributions, advertising or service expansion. 

10.3. Increased capacity for Council to focus on strategic work in the growing apartment sector. 

10.4. Operational costs to Council are reduced. If Smart Blocks were to continue under the current model, 
basic running costs are projected to be $250,000 annually. 

11. Mechanisms to assure customer service and mitigate risk include the seed funding being released in two 
tranches and the intellectual property being licenced for two years, following full ownership will be granted if 
agreed milestones are achieved. 

 
Recommendation from management 
 
12. That the Future Melbourne Committee endorses a new approach to Smart Blocks which includes: 

12.1. Running a ‘service design competition’ to appoint a new Smart Blocks owner. 

12.2. All Smart Blocks intellectual property being licenced to the new owner for two years, following which 
outright ownership will be granted on the basis of quality performance, at which point Council and 
the City of Sydney will cease oversight and seed funding for Smart Blocks. 
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Supporting Attachment  

  

Legal   

1. Legal advice has been and will continue to be provided in respect to Smart Blocks. 

Finance  

2. The proposed approach will cost Council $100,000 over two years as seed funding for the new owner. 
CoS will co-contribute the same amount. This figure was calculated to be large enough enable the new 
owner to innovate rapidly but small enough to ensure they “have skin in the game” and are investing their 
own resources to create a sustainable business model. 

3. Implementation of the proposed approach will be accommodated within Urban Sustainability’s existing 
operational budget. 

4. A review of Smart Blocks undertaken by Arup in 2014 identified that if Smart Blocks was to continue 
operating under current arrangements, the estimated annual cost to Council would be at least $250,000. 

Conflict of interest 

5. No member of Council staff, or other person engaged under a contract, involved in advising on or 
preparing this report has declared a direct or indirect interest in relation to the matter of the report. 

Stakeholder consultation 

6. Over the last three years Smart Blocks has conducted annual customer evaluation via surveys and in-
depth interviews. CoS has also been consulted via the Steering Committee and working group meetings. 

7. Market testing has been carried out with entities that may choose to enter the competition. This 
consultation demonstrated a strong market interest. 

8. We have consulted with previous Smart Blocks partners, including SCA and partner councils and other 
peak bodies. Once council has signed off on the plan for the future of Smart Blocks we will conduct 
deeper engagement with key stakeholders. 

9. Council’s Urban Sustainability branch continues to work in close partnership with SCA Victoria on 
sustainability in strata. 

10. Internally, City Lab has been consulted about the process and their channels will be used to promote the 
offer to market. 

Relation to Council policy  

11. The suggested approach is strongly aligned with Council policies and strategies across the spectrum of 
Council goals, from innovation and business development, addressing customer needs, and of course 
sustainability. The most relevant policies and strategies are highlighted below. 

12. A Knowledge City Strategy 2014-18 - Council has assumed four principal roles that seek to create a 
future in which the knowledge sector is better branded, understood, valued and experienced: 

12.1. promoter: to position Melbourne as the region’s knowledge capital and raise public and sectoral 
awareness of its strengths and opportunities 

12.2. leader: to lead by example in innovation, knowledge transfer and related knowledge sector 
activities 

12.3. partner: to use existing networks to involve the knowledge sector in the implementation of initiative 

12.4. enabler: to assist the growth of emerging businesses by providing infrastructure, information, 
financial support and connections to networks. 
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13. Customer Service Charter - we are committed to customer services, are focused on our customers’ 
needs and preferences, as expressed through consultation and feedback. We are also committed to 
ensuring information, resources and services are accessible to all. 

14. 10-Year Financial Plan - The People's Panel 2014 recommends that as a matter of priority the Council 
allocate the necessary (increased) funding to its plans to address climate change, so as to protect our 
existing assets, systematically reduce our carbon footprint (pro rata), maintain the liveability within the city 
and provide leadership on this issue within the municipality. 

15. Zero Net Emissions by 2020 - The delivery of Smart Blocks directly supports Council in its efforts to 
reduce emissions. 

Environmental sustainability 

16. Smart Blocks aims to support apartment owners and managers to improve energy efficiency of common 
property.  

17. Under the proposed approach, Management believes that the delivery of the program, and consequently 
the uptake of energy efficiency actions, will be enhanced via a nimble and more responsive external 
entity, leading to a larger reduction in emissions. 
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