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Purpose and background 

1. The purpose of this report is to present the financial and operational performance results for the full year 
ended 30 June 2012 of the Sustainable Melbourne Fund (SMF). 

2. Council established SMF on 17 April 2002 to support Council’s environmental objectives through strategic 
investment in external entities. SMF is administered by a board of independent trustees. Council provided 
$5 million to establish the SMF, which is expected to be financially self-sustaining. Council is the sole 
beneficiary and unit holder of SMF. Council also resolved to provide a grant of $500,000 to SMF in the 
2010-11 financial year to develop administrative processes around the use of Environmental Upgrade 
Agreements (EUAs) which was funded by Sustainability Victoria. 

3. SMF operates under governance provisions as defined in a Project Charter (revised January 2011) and a 
Trust Deed. The charter defines Key Performance Indicators (KPIs) which are listed in Attachment 1. 
Council has also established an additional KPI for the SMF in relation to services it is providing Council to 
administer EUAs. This required SMF to deliver at least five projects in the 2011-12 financial year and will 
be the subject of future performance reports.  

4. In May 2011, Council set a triennial hurdle rate for return on funds invested as the rate of inflation 
(equivalent to CPI for each year) between 1 July 2011 and 30 June 2014. Council did this understanding 
that the EUA work by SMF would cause it to operate at a loss in FY2011-12 and make that up over the 
following two years. 

5. SMF is required by the Charter to provide an annual report to Council (Attachment 2). The Trustees have 
resolved to also provide quarterly reporting to Councillors, and have done throughout the year.  

Key issues 

6. SMF earned gross income of $0.52 million in the 2011-12 financial year. The net asset value of the SMF 
as at 30 June 2012 was $6.42 million, which represents a gross revenue return of 8.0 per cent. After 
deducting expenses, SMF’s net loss was $0.16 million representing a net return of minus 2.5 per cent.  
SMF received an unqualified audit report from the Victorian Auditor General’s Office. 

7. SMF's key operational activities were focused on establishing the Environmental Upgrade Finance. Its 
activities included: 

7.1. establishment of Environmental Upgrade Finance processes; 

7.2. engaging with potential projects; 

7.3. commencing to educate the market about the benefit of EUAs; 

7.4. the delivery of three signed EUAs and a fourth project approved;  

7.5. making two investments to building owners that used an EUA; and  

7.6. the development and project management of a tenant engagement tool. 

8. Since its inception, SMF has invested in 24 projects realising CO2 reductions of 42,614 tonnes and water 
savings of 106,065 kilolitres. 

Recommendation from management 

9. That the Future Melbourne Committee accepts the performance report for 2011-12 of the Sustainable 
Melbourne Fund. 
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SUPPORTING ATTACHMENT 

  

Legal 

1. No direct legal issues arise from the recommendation in the report. 

Finance 

2. The financial implications are discussed throughout the report. 

3. SMF Key Performance Indicators are as follows: 

3.1 A triennial rate of financial return of no less than the rate of inflation. 

3.2 Delivery of environmental benefits in at least one of the following categories: water conservation 
and quality, renewable energy and energy efficiency, sustainable transport or waste minimisation. 

3.3 Delivery of social benefits in at least one of the following categories: businesses in the municipality; 
residents in the municipality and the wider community of Melbourne, or visitors to the municipality. 

3.4 Provision of alternate alliance and development opportunities in line with above KPIs. 

3.5 Commercial success of services provided to sustainable initiatives (eg EUAs). 

Conflict of interest  

4. 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  

5. Consultation with the SMF management was undertaken in preparation of this report.  

Relation to Council Policy  

6. The SMF is an initiative of the Council. 

Environmental sustainability 

7. The Charter of the SMF requires it to consider the social benefits and allow it to invest in projects that will 
deliver environmental benefits in water consumption and quality, renewable energy and energy efficiency, 
clean and efficient transport and waste minimisation.   
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