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ACKNOWLEDGEMENT OF TRADITIONAL OWNERS

The City of Melbourne respectfully acknowledges the Traditional Owners of the land we govern, the Wurundjeri

Woi Wurrung and Bunurong Boon Wurrung peoples of the Eastern Kulin and pays respect to their Elders past,
present and emerging.

We acknowledge and honour the unbroken spiritual, cultural and political connection the Wurundjeri, Bunurong,

Dja Dja Wurrung, Taungurung and Wadawurrung peoples of the Eastern Kulin have to this unique place for more
than 2000 generations.

We are committed to our reconciliation journey, because at its heart, reconciliation is about strengthening
relationships between Aboriginal and non-Aboriginal peoples, for the benefit of all Victorians.
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1 INTRODUCTION

This is a draft Budget that invests in momentum

In 2022-23, the City of Melbourne is delivering an $837.8 million draft Budget to build city-shaping
infrastructure, boost our events calendar and make the city safer and cleaner.

We’'re building momentum to grow our economy beyond pre-pandemic levels, with a forecast of $150 billion
gross local product by 2031.

We’'re building momentum to be the first choice for businesses through Invest Melbourne, and to make
housing more affordable and accessible through Homes Melbourne.

We’'re building momentum to create a fairer, better-connected, and even more extraordinary city, delivering
more initiatives than ever before.

Key highlights include:

Total draft Budget: $837.6 million

Total operating expenditure: $557.4 million

Deficit: $11.7 million

Return to surplus: 2023-24

Record investment in infrastructure: $253.5 million

Record investment in Greenline: $110 million over the next four years
Record investment in city safety and cleaning: $33.9 million

Record investment in events, festivals and activations: $25 million

Borrowings: $187.8 million

Years of disciplined financial management have made it possible to increase investment to support
residents, businesses and our wider community as the pandemic steered us off track over a difficult two

years.

Looking to the future

This draft Budget, along with our four-year Council Plan 2021-25, is designed to restore confidence and
deliver what matters to residents, businesses and visitors.

The city has found a new rhythm with foot traffic up. Retail activity has increased, masks are off, city workers
are returning and we have more international students back studying in our universities than at any time in
the past two years.

We’'re investing to build on this momentum.
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This draft Budget creates confidence in our city for businesses, residents, workers and visitors about the
opportunity we have, right now, to boldly evolve our city and create a better future for Melbourne.

Our plan is about creating a city for all people. It considers the needs of everyone who accesses and
experiences our municipality — residents, workers, visitors and students alike.

We’'re also delivering on our reform agenda to make doing business even easier.

Our agenda supports innovation and prioritises opportunities to deliver a prosperous, sustainable, liveable
and fair Melbourne into the future — investing in entities including Invest Melbourne and Homes Melbourne,
progressing Power Melbourne, streamlining our Digital Permits system, and leveraging the expertise of a
new Design Review Panel and Design Excellence Advisory Committee. We’ve seen how successful
partnerships with the Victorian Government have helped boost our recovery, and we’re drawing on this
constructive collaboration again in 2022—-23 through the joint $300 million Melbourne City Recovery and
Revitalisation Funds.

We are taking action now to ensure Melbourne regains its status as the world’s most liveable city, remains a
great student city, and the best place to do business.

Investing in important infrastructure

City of Melbourne will invest a record $254 million in infrastructure over the coming year, delivering much-
needed community services, creating up to 1000 jobs — boosting our economy now and shaping our city for
the future.

We will continue to invest in the Queen Victoria Market precinct, Kensington Community Recreation Precinct
Redevelopment, our landmark Greenline project, Make Room and new public open space, in addition to
making safety improvements to our footpaths and roads. The full capital works program is listed in Appendix
E.

Investment includes $122.3 million for new assets, $54.1 million for renewing assets, $51.4 million for
upgrades and $5 million for expansion works, as well as $20.7 million allocated to the major maintenance of
city assets.

To deliver this record infrastructure investment, Council will borrow $187.8 million.
Supporting our visitor economy

City of Melbourne will invest a record $25 million to deliver more events, festivals and activations that entice
people into the city. This will reinforce our status as the nation’s events and culture capital, and shine a light
on Melbourne’s unique identity and place.

Highlights include:
e  $6.4 million for the Christmas Festival
e $4.9 million for the Moomba Festival
e  $3.9 million to celebrate New Year's Eve
e  $2.9 million for Melbourne Fashion Week

e $1.8 million for Melbourne Knowledge Week
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e  $1.4 million for Melbourne Music Week
e $1.1 million for Firelight Festival
e $2.6 million in support for local events

This year’s draft Budget recognises Council’s crucial role in fostering the city’s cultural heritage, public art,
events, festivals, visitor services, sport and street activity. Investments made here will flow through to our
retail, hospitality and small businesses.

City cleanliness and safety

City of Melbourne will invest a $33.9 million to improve city cleanliness and safety. This includes a $5.4
million investment into critical safety infrastructure and resources, and $28.5 million to clean up our streets
and keep them free from graffiti.

Greening and climate resilience

Almost $50 million will be allocated to create new open space, keep parks and gardens flourishing, and cut
emissions.

Through our Power Melbourne project, we will continue our positive progress towards a zero-carbon future.
Rates

For the past two years City of Melbourne has helped ease the financial pressure on ratepayers. We have
delivered two consecutive years of rates relief for residents and businesses, first through a rates freeze then
a rates discount, at a total cost to Council of $17 million.

This financial assistance supported our community through the peak of the pandemic.

As we build momentum and confidence in our city, in 2022—23 we will return to the normal rates cycle and
pass on the Victorian Government’s 1.75 per cent rate cap.

Rates are necessary to keep our city running. Our teams are working around the clock delivering critical
services from waste and recycling collections to road works and street cleaning, public health and safety
schemes, and keeping our parks and gardens in great shape for everyone to enjoy. Rates also fund vital
services to support new parents and babies, children, and older members of our community.

Rates change every year as property values change. Property valuations are market-driven and determined
by the Victorian Government.

See Section 10 and Appendix B for full details.
Waste charge

We have made the decision to itemise waste costs on rates notices, which means a waste charge will be
listed as a separate item on 2022—-23 rates notices.

This brings the City of Melbourne into line with 73 other Victorian municipalities that separate waste services
costs from general rates. The primary objective is to clearly show the costs associated with waste
management.



BUDGET
2022-23

We are making this change now to make waste charges fairer and more transparent. This will also enable us
to work with the community to improve the model over time.

Deficit and forecast return to surplus

City of Melbourne is working hard to minimise the financial impacts of COVID-19 and return to underlying
surplus as soon as possible.

Years of disciplined financial management have made it possible for us to continue to support businesses
and our community during this difficult time.

We anticipate a return to surplus in 2023-24, a year later than originally expected given the unforeseen
impacts of the Omicron variant and the sixth COVID-19 lockdown in 2021.

We are focused on containing core operational cost growth while investing to build our city’s momentum. We
are investing in 2022-23 as we rebuild confidence and core services reopen. We are also minimising cost
growth by reducing costs associated with agency and consultant use, and commissioning new technology
that will streamline and increase efficiency, such as digital permits.

Our four-year Council Plan 2021-25 continues to guide how we invest in our yearly Budgets. In the second
year, will see 52 major initiatives in progress and fully funded. A full list of these initiatives is included in
Section 4, providing insight into City of Melbourne’s priorities for 2022-23.

Fees and charges

City of Melbourne is streamlining its fees and charges. We have identified 116 fees to be simplified or
consolidated as part of our draft Budget. This is in addition to 144 fewer fees and charges in last year’s
Budget.

Fees and charges for more than 50 per cent of Council services will not change, or will be modestly
increased in line with consumer price index inflation. New policies such as our reformed Code of Practice for
Building, Construction and Works continue to deliver a simpler, fairer way of paying for City of Melbourne
services.

Operating results

The draft Budget 2022-23 delivers an underlying deficit of $11.7 million and a net operating surplus
(including capital contributions) of $47.2 million.

Total revenue, excluding capital contributions, is budgeted to increase by 14.5 per cent or $69.1 million,
increasing from $476.6 million to $545.7 million. Full details of revenue changes are provided in Section 5.1.

Total operating expenditure is budgeted to increase by 8.6 per cent or $44.1 million from $513.3 million to
$557.4 million, including one-off contributions. See Section 5.2 for full details.

Cash and investments

The investment portfolio is expected to provide net income of $11.9 million, representing an average return
of 3.4 per cent. This portfolio is made up of subsidiary companies, car parks, commercial properties and
cash.
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The returns from the portfolio in 2022—23 are adversely affected by lower subsidiary earnings, particularly as
a result of Queen Victoria Market trader support grants. Refer to Section 11 for details on City of Melbourne’s
investment strategy.
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2 BUDGET PROCESS OVERVIEW

2.1 Link to the Integrated Planning and Reporting Framework

City of Melbourne has an Integrated Planning Framework that aligns our operational, corporate and strategic
plans to deliver core services, and achieve sustainable improvements for the city and its people. The
framework includes long, medium and short-term plans that set the direction of everything we do.

The Budget forms an important part of Council’s Integrated Planning and Reporting Framework. This
framework ensures that the Budget is developed in response to Council Plan priorities, and specifies the
resources required to fund Council services and initiatives over the next 12 months and subsequent 3
financial years.

The framework includes reports to monitor the implementation of our plans. Monthly and quarterly reports
enable the management team and Council to closely monitor the organisation’s progress towards its goals.
The Annual Report, including audited financial statements, is our report to the community on our
performance during the year.

O 6

SCOPE

1 o Community Municipal Financial Asset
Vision Planning Plan Plan
Strategy
Council Budget Revenue Workforce
Plan (updated annuatyy @ Rating Plan

Including Municipal Plan
Public Health and
Wellbeing Plan

© ®© O

Continuous review and community input
Ongoing monitoring and evaluation of trends

Annual Quartely Annual
Plan Budget Report
Reports

The framework guides the Council in identifying community needs and aspirations over the long term
(Community Vision and Financial Plan), medium term (Council Plan, Workforce Plan, and Revenue and
Rating Plan) and short term (Budget), and then holding itself accountable (Annual Report).
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>Initiatives
>Rates Annual Report
>Financial statements >Report of operations
Short term >Performance statement
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2.1.1 Budget preparation

Under the Local Government Act 2020 (the Act), Council is required to prepare and adopt a Budget for each
financial year and the subsequent 3 financial years. The Budget is required to include certain information about
the rates and charges that Council intends to levy as well as a range of other information required by Section 94
of the Act and the Local Government (Planning and Reporting ) Regulations 2020 (the Regulations).

The first step in the Budget process is for the Administration to prepare the Budget in accordance with the Act.
The community is consulted and involved in the development of the Budget in a manner consistent with
Council’'s adopted community engagement policy.

The Administration then submits the draft Budget to Council for approval in principle. Council then makes the
draft Budget available for community comment and feedback. People are able to comment on the draft Budget,
and those comments are considered before adoption of the Budget by Council. The final step is for Council to
adopt the Budget after receiving and considering any feedback from interested parties.

This draft Budget is part of a rolling four-year plan. It is prepared in accordance with the Act and Regulations. It
includes the following financial statements: Comprehensive Income Statement, Balance Sheet, Statement of
Cash Flows, Statement of Capital Works, Statement of Changes in Equity and Statement of Human Resources.
These statements have been prepared in accordance with Australian Accounting Standards and in accordance
with the Act and Regulations.

The draft Budget 2022—23 includes services and initiatives, including major initiatives and reflects the priorities
for Council. It also includes detailed information about the rates and charges to be levied, the capital works
program to be undertaken and other financial information which Council requires in order to make an informed
decision about the adoption of the Budget.

12
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2.1.2 Budget process

The key dates for the draft Budget process are summarised below:

Draft Budget considered by the Future Melbourne Committee for

A 17 May 2022
approval in principle
Community feedback on the draft Budget 2022—23 can be provided on From 17 May 2022
Participate Melbourne to 14 June 2022

Special Future Melbourne Committee Meeting to consider community

feedback 23 June 2022

Draft Budget presented to Council for adoption 28 June 2022

2.1.3 Budget influences

The draft Budget is premised on a number of influences and assumptions, which are likely to impact funding for
the delivery of services provided by Council. The most significant of these factors include:

e Rate cap: 1.75 per cent increase
e  Consumer price index: 1.75 per cent

e  Borrowings: $187.8 million.

2.1.4 Budget statements

The City of Melbourne’s Budget is comprised of eight primary financial statements:
e  Comprehensive Income Statement (Income Statement)

e  Statement of Cash Flows

e Balance Sheet

e  Statement of Human Resources

e  Statement of Changes in Equity

e  Statement of Council Works

e  Summary of Planned Human Resources Expenditure

e  Summary of Planned Capital Works Expenditure.

The Income Statement is an accrual-based statement prepared in accordance with Australian Accounting
Standards and generally adopted accounting principles. It includes non-cash items such as depreciation
charges but does not include capital items such as capital works funding.

13
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The Statement of Cash Flows is a cash statement prepared in accordance with Australian Accounting
Standards.

The Balance Sheet is a representation of the Assets and Liabilities of the Council as at the year ending 30 June
2023.

For the purposes of clarity, reconciliation between the Income Statement and the Statement of Cash Flows is
provided in Section 6.

The Statement of Human Resources Expenditure sets out City of Melbourne staff expenditure and numbers.

The Statement of Changes in Equity represents accumulated surplus, revaluation reserve and other reserve
movements at 30 June each financial year.

The Statement of Capital Works has been included in accordance with the Local Government Regulations. This
statement sets out all the expected capital expenditure in relation to non-current assets for the year. It
categorises capital works expenditure into renewal of assets, upgrading and expansion of assets, or creating
new assets. Each of these categories has a different impact on City of Melbourne’s future costs. Refer to
Section 7: Analysis of Council Works for further details.

The Summary of Planned Human Resources Expenditure represents permanent Council staff expenditure and
numbers of full time equivalent Council staff categorised according to the organisation structure.

The Summary of Planned Capital Works Expenditure outlines asset expenditure types and funding sources over
the next four years.

14
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3 HIGHLIGHTS

This section summarises the draft Budget. More detail can be found in sections 5 to 8. The summary looks at
the four key areas of:

. Operating Budget
. Cash Flows Budget
. Council Works Budget

. Financial Position Budget

3.1 Operating Budget

Forecast Budget
2021/22 2022/23 Change
$000s $000s  $000s %

Operating

Revenue (excluding capital contributions) 476,567 545,666 69,099 14.5%
Expenditure (513,281) (557,382) (44,102) (8.6%)
Underlying Surplus / (Deficit) (36,714) (12,717) 24,997 (68.1%)
Capital Contributions Revenue 37,152 47,242 10,090 27.2%
Operating surplus/(deficit) 438 35,526 35,087 8006.6%

The Budgeted Income Statement shows a net operating surplus of $35.5 million for the year ending 30 June
2023, after Capital Contributions.

The operating surplus /(deficit) is required to be reported but is not a true indication of an organisation’s
underlying result or financial sustainability. This is because it includes external capital contributions which are
not available for operational expenditure and must be used for capital works (the purpose for which the funding

was received). When capital contributions are removed from the operating surplus, the underlying deficit is
$11.7 million.

Council will deliver an underlying deficit in 2022—23 for a third year in a row. This is mostly due to slower than
expected economic recovery from COVID-19, the impacts of Omicron and the sixth lockdown in 2021-22, and
flow-on impacts into the draft Budget. City of Melbourne will continue to invest in, and provide support to assist
in the municipality’s reactivation and recovery.

Refer to Section 5, Analysis of Operating Budget for more details.

15
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3.2 Cash Flows Budget

Net Surplus/(deficit) from operations
Movement affecting cash flows

Funds available for capital/investment
Capital Expenditure

Payments for other asset purchase
Proceeds from asset sales

Funds available from financing activites
TD Deposit Reclassification

Proceeds from borrowing

Repayment of borrowing

Borrowing Costs

Interest paid - lease liability

Net cash inflows/(outflows)

Cash at beginning of year
Cash at end of year

Forecast
2021/22
$000s

438
63,613

64,052

(164,380)

(44,900)
4,622

(140,606)
0
53,905
0

(48)
117)
(86,866)

173,871
87,004

Budget
2022/23
$000s

35,526
108,498

144,024
(246,516)
(17,500)
15,000

(104,992)
0
133,864
0

(2,400)

(118)
26,354

87,004
113,358

Change
$000s %

35,087 8006.6%
44,885 70.6%
79,972 124.9%
(82,136) 50.0%
27,400 -61.0%
10,378 224.5%
35,614 (25.3%)
0 0.0%
79,959 100.0%
0 0.0%
(2,352) (4919.9%)
2 1.4%
113,220 130.3%
(86,866) (50.0%)
26,354 30.3%

The budgeted Statement of Cash Flows shows a projected cash balance of $113.4 million by 30 June 2023.
Refer to Section 6, Analysis of Budgeted Cash Position for a more detailed analysis.

3.3 Council Works Budget

Forecast Budget
2021/22 2022/23 Change
$000s $000s $000s %

Council Works Area

Maintenance 19,118 20,705 1,588 8.3%
Capital Works 106,008 232,754 126,746 119.6%
Carry forward capital* 28,248 29,950 1,702 6.0%
Capital Works Expenditure 153,373 283,409 130,036 84.8%

The 2022-23 budgeted Statement of Council Works forecasts total works of $283.4 million (including carried

forward expenditure and maintenance expense).

*The carry forward capital expenditure is only an indicative guide. The final number will be confirmed based on
actual performance at financial closing of accounts at 30 June 2022. Refer to Section 7, Analysis of Council

Works (including maintenance) for more details.
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3.4 Financial Position Budget

Forecast Budget
2021/22 2022/23 Change
$000s $000s $000s %

Assets and Liabilities

Net Current Assets 3,999 (12,986) (15,985) (399.8%)
Net Non Current Assets 4,618,821 4,724,678 105,857 2.3%
Net Assets 4,622,820 4,712,692 89,872 1.9%
Equity

Accumulated Surplus 2,180,809 2,216,335 35,526 1.6%
Resenes 2,442,011 2,496,357 54,346 2.2%
Total Equity 4,622,820 4,712,692 89,872 1.9%

The budgeted Balance Sheet shows net assets of $4,712.7 million as at 30 June 2023, which is an increase of
$89.9 million over the 2021-22 forecast. This largely reflects an anticipated increase in infrastructure assets as

a result of the capital works program and revaluation of assets.

Refer to Section 8, Analysis of Budgeted Financial Position for more details.
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4 SERVICES AND SERVICE PERFORMANCE INDICATORS

City of Melbourne’s community vision, four-year strategic objectives and priorities are set out in Council Plan
2021-25, including a series of targets and indicators to measure our progress.

Council is required by legislation to ensure that the draft Budget gives effect to the Council Plan and contains
major initiatives identified by the Council as priorities to be undertaken during each financial year of the Council
Plan. Major initiatives may contribute to multiple four-year strategic objectives. We have listed them against the
strategic objective that contains priorities and desired outcomes with the strongest alignment.

Our Annual Plan 2022-23, a companion document to this Budget, provides more detail around the specific
activities and milestones we will undertake to deliver each of the major initiatives of the Council.

These major initiatives are just a part of what we do. More information about other activities and services we will
deliver to achieve our aspirations for Melbourne in 2022—-23 can be found in Appendix H of this document against
the relevant neighbourhood statements.

Progress against our four-year strategic objectives and major initiatives is shared with the public through our
Annual Report and Quarterly Reports process to support transparency and accountability.

The diagram below explains the relationships between the Council Plan, the Budget and the Annual Report.

= B3

Strategic objective [ Services [ Indicators [outcome) ]'
.
[ Strategicindicators I [ Initiatives [ Major initiatives ]
[ Services [ Indicators [outcome) Service indicators
L e
g [ Major initiatives
Initiatives [ Major initiatives Governance &
3 management checklist
[ Services [ Indicators [outcome)
.
- c
[ Initiatives [ Major initiatives Performance
statement
- [ Services [ Indicators (outcome) Service indicators [outcome)
- i i ind Ca]
[5'.r3'.e§i:irci:3'.:-r-:- [ Initiatives [ Major initiatives Flr'ar':.lallr', at,.. o
Sustainable capacity indicators

Source: Department of Jobs, Precincts and Regions
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Strategic objective — Economy of the future

We will focus on driving economic recovery and creating the conditions for a strong, adaptive, sustainable and
thriving future city economy supported by a diverse mix of industries and jobs that provide dignity and opportunity.

Major initiatives 2021-25

Continue to strengthen Melbourne's economic recovery, including through precinct and shopfront activation,
delivery of an enhanced business concierge service and support for the night-time economy.

Ensure Melbourne is the easiest place to start and grow a business through the establishment of Invest
Melbourne, which will facilitate headquarter attraction, business support and fast-tracked permits.

Drive economic growth and resilience by implementing the Economic Development Strategy, focusing support
on existing and emerging industry sectors. This will include close collaboration with industry and universities,
development of globally competitive innovation districts (particularly in our renewal areas), strengthening of
the creative sector, facilitation of digital and technology innovation, support for re-establishment of
international education and efforts to unlock climate capital.

Work in partnership with the Victorian Government and other stakeholders to advocate for and deliver
integrated high-quality public and active transport in urban renewal areas including Melbourne Metro 2, tram
to Fishermans Bend and tram to connect the Arden precinct.

Establish Experience Melbourne and refresh the program of City of Melbourne-owned and sponsored events
to maximise opportunities to drive visitation and spend. The program will be diverse, accessible and
affordable, and showcase Melbourne’s unique culture and creative strengths.

Market and promote Melbourne as a great place to live for all, and ensuring key workers have access to
affordable housing.

Increase visitation to Docklands by partnering with the Victorian Government and key stakeholders to enable
reconstruction and redevelopment in Central Pier and surrounds.

Review Melbourne’s international relationships to optimise future and existing partnerships to enable mutual
growth and opportunity.

Partner with industry to support the development of globally competitive innovation ecosystems, including
through international engagement, emerging technology trials and digital infrastructure delivery.

Develop a corporate strategy for the City of Melbourne to drive exemplary customer service, digitise services
and operations, improve productivity and identify new revenue opportunities.

Embed the Sustainable Development Goals in the way City of Melbourne plans, prioritises its investments,
reports and benchmarks against other cities.
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Strategic objective — Melbourne’s unique identity and place

We will celebrate and protect the places, people and cultures that make Melbourne a unique, vibrant and creative
city with world-leading liveability.

Major initiatives 2021-25

Partner with the Victorian Government and other stakeholders to deliver specific components of Greenline
along the north bank of the Yarra River (including the implementation of the Yarra River — Birrarung Strategy).

Protect Queen Victoria Market as a traditional open-air market, through heritage restoration and the provision
of essential services and facilities that enhance the customer and trader experience, including projects such
as the Shed Restoration, Food Hall, Trader Shed, Market Square, waste and logistics facility and future
developments to the south of the market.

Deliver Queen Victoria Market precinct improvements through quality public open space, new connections to
the city, community services and facilities such as the Munro Community Hub.

Deliver public art projects that reflect Melbourne's unique culture and heritage, attract visitors to the city and
help stimulate our city's recovery.

Increase the amount of public open space in the municipality with a focus on areas of greatest need, such as
Southbank and emerging urban renewal areas.

Play a lead role in facilitating the delivery of high-quality and climate adapted urban renewal in Arden and
Macaulay, Fishermans Bend, and Docklands to deliver the emerging and future neighbourhoods of Melbourne
in partnership with the Victorian Government and other partners. In Arden and Fishermans Bend, realise the
place and investment conditions to support globally competitive innovation districts.

Facilitate increased investment in unique Melbourne events to further activate and celebrate the city.

Celebrate, partner and advocate for investment in the city's three key waterways, the Yarra River — Birrarung,
the Maribyrnong Creek and Moonee Ponds Creek, to connect these key recreational and biodiversity assets
of our city.

Adopt the Municipal Planning Strategy in 2022-23.

Complete heritage reviews and implement associated planning scheme amendments to protect and celebrate
heritage in our municipality.

Champion high-quality development and public realm design through delivering the Design Excellence
Program, including implementing the City of Melbourne Design Review Panel and a Design Excellence
Committee for strategic planning work.
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Strategic objective — Aboriginal Melbourne

For the Wurundjeri, Bunurong, Taungurung, Dja Dja Wurrung and Wadawurrung peoples of the Eastern Kulin, the
place now known as Melbourne has always been an important meeting place and location for events of political,
cultural, social and educational significance. We will ensure that First Peoples’ culture, lore, knowledge and
heritage enrich the city’s growth and development.

Major initiatives 2021-25

Explore and deliver opportunities for truth telling to facilitate learning, healing, and change within Melbourne
and beyond. This will be an opportunity to impart knowledge of thousands of years of rich history, language
and stories, as well as provide a form of restorative justice by acknowledging Aboriginal peoples’ experiences
of dispossession and inequity.

Implement the Declaration of Recognition and Commitment in good faith which signals and elevates the City
of Melbourne’s shared commitment for reconciliation across the whole of the organisation. (This initiative has
been completed.)

Govern with Sovereign First Nations to enable true self-determination, where deliberative engagement is
proactive, responsive and consistent.

Commence planning for a co-designed First Nations Cultural Precinct with First Peoples — a place to retain,
maintain and recreate in a culturally specific geography, where First Peoples can practice continuity of
customs and traditions, through uninterrupted connection to lands and waters.

Support a partnership forum — an annual gathering of the Eastern Kulin (noting the history of Tanderrum).
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Strategic objective — Climate and biodiversity emergency

We will prioritise our environment and take urgent action to reduce emissions and waste in order to protect public
health, strengthen the economy and create a city that mitigates and adapts to climate change. The City of
Melbourne declared a climate and biodiversity emergency in 2019.

Major initiatives 2021-25

To enhance Melbourne’s position as a global leader on climate action, we will undertake bold advocacy on
behalf of our community.

Create an enabling environment for Melbourne businesses and universities to become the employment centre
of a resilient zero-carbon economy.

Progress a planning scheme amendment to improve the environmental performance of buildings in order to
reduce emissions to zero by 2040.

Deliver on our Urban Forest Strategy including tree canopy, private greening incentives and city greening.

Lead the reduction of food waste and diversion of waste from landfill, by continuing the Food Organics, Green
Organics rollout through high-rise apartment innovation, and by addressing food waste reduction.

Support the development of a circular economy through bold leadership and community neighbourhood
projects, including the container deposit scheme, alternative waste technologies, circular economy guidelines
and partnered or aggregated demand to stimulate end markets.

Support the development of battery storage and renewable energy in the municipality through the Power
Melbourne initiative.

Implement the Climate and Biodiversity Emergency Action Plan.
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Strategic objective — Access and affordability

We will reduce economic and social inequality by ensuring universal access to housing, core services and
information.

Major initiatives 2021-25

Increase and upgrade accessible, inclusive spaces for women in City of Melbourne sports facilities.

Implement a neighbourhood model by working with communities to develop neighbourhood plans and
neighbourhood service centres that respond to the local community’s existing and projected needs.

Deliver a revitalised library network, including pop-up libraries, to increase access for our diverse community
and to help revitalise the city.

Deliver the Disability Access and Inclusion Plan 2020—-24 including ensuring our services and events are more
accessible, increasing the number of accessible adult change facilities, and partnering with community and
transport groups to make transport more accessible.

Develop and deliver initiatives and programs that will provide food relief to vulnerable members of our
community and improve local food production by supporting communities to grow their own food.

As part of a new corporate strategy for the City of Melbourne, ensure our core services remain accessible and
affordable.

In partnership with the Victorian Government, commence construction on a replacement North Melbourne
Community Centre precinct for the Melrose Street community and growing Macaulay population.

Deliver programs that will build digital literacy skills and capabilities, improve access to free wi-fi from our
community facilities and advocate for appropriate digital infrastructure, to improve digital inclusion for all,
particularly for vulnerable groups.

Create a new entity, Homes Melbourne, to coordinate and facilitate more affordable housing for key workers
and people on low incomes, and progress a demonstration project on Council-owned land, support the Make
Room accommodation project and new homeless support hubs for vulnerable citizens to access essential
support services including food, showers, lockers, information, and housing and homelessness advice.
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Strategic objective — Safety and wellbeing

We will plan and design for the safety and wellbeing of those who live, visit, work and do business in Melbourne,
regardless of their background.

Major initiatives 2021-25

Continue to implement the Transport Strategy 2030, including delivery of a protected bike lane network,
station precincts as key gateways, little streets as streets for people, safer speed limits, micro mobility trials,
more efficient traffic signal timing, developing an approach to support electric vehicles, and bicycling
encouragement programs.

Deliver the North and West Melbourne and Docklands Transport and Amenity Program in partnerships with
the Victorian Government.

As part of the delivery of the City Road Master Plan, the City of Melbourne will design and deliver the
upgrades to the City Road northern undercroft by end of 2023-24 and advocate to the Victorian Government
for the full delivery of upgrades to the City Road East and West.

Adopt in 2021-22 and then implement an Inclusive Melbourne Strategy that will increase access to
opportunities for all people and outline how the City of Melbourne will respond to the diversity of religions,
cultures, age groups, gender, sexual orientation and ability among the people who live, work, study in and visit
the city.

We will be a leading organisation on equality and inclusion, and deliver programs in communities that will
reduce physical and psychological harm to all people. We will adopt and deliver the Prevention of Violence
against Women Action Plan 2021-2024 (endorsed as the Women’s Safety and Empowerment Action Plan)
and meet our obligations under the Gender Equality Act 2020.

We will continue to work with Victoria Police and other agencies to deliver a range of initiatives that improve
safety on the streets of Melbourne and within our communities.

Deliver and maintain a clean city through the Rapid Response Clean Team initiative.

Engage and prepare residents and communities to enhance their resilience to hazards, disasters and the
health impacts of climate change.
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COUNCIL’S SERVICE AREAS

Providing valued services to our customers and community is central to everything we do. Our ‘service families’

are groups of services that share a common purpose. We use this lens to consider what we offer to our
customers, the outcomes that are delivered, the benefits that can be achieved and how the needs of our
community may change in the future. These families may be further refined as we continue to manage and

improve our services.

Service area

Services

ASSISTANCE AND CARE

Supporting vulnerable people
to enable safe and
independent living.

Assist independence

Counselling and support

Financial support to outsourced care providers
Food security

Targeted interventions for childhood development

ECONOMIC DEVELOPMENT

Fostering the development of
Melbourne’s economy.

Enable positive experiences within Melbourne
Support communities and businesses to prosper
Encourage investment in Melbourne

Promote Melbourne as a destination

SAFETY MANAGEMENT

Ensuring people are protected
and safe when accessing and
using spaces.

Safeguard public health
Reduce the risk of accident and injury
Plan for and respond to emergency and disaster events

Respond to and manage city issues

WELCOME AND
CONNECTION

Supporting people to
experience and engage
with Melbourne.

Provide opportunities for social cohesion and connection with people
Welcome visitors and providing opportunities to connect with the city

Provide opportunities to enhance our connection with Country

EARLY YEARS
DEVELOPMENT

Supporting families with
children to develop and thrive.

Access to toys and equipment
Early learning and care
Parent education and family health

Delivery of language and literacy programs

WASTE AND RESOURCE
MANAGEMENT
Repurposing, recycling or
disposing of waste and

reducing resource waste in the

municipality.

Collection of public waste
Collection of waste from ratepayers

Sustainable management of resources
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CREATIVITY AND e Provide and promote access to creative opportunities, experiences,
KNOWLEDGE knowledge, information and education programs

Providing opportunities to e Activate and embed a culture that values creativity, inquiry and critical
create, learn, connect, thought

experience and share.

MOVEMENT AND TRAFFIC e Advise on and respond to varied transport needs

Facilitating movement into, e Enable access through regulation and compliance
around and out of the

S e Provide and maintain movement infrastructure
municipality.

WELLBEING AND LEISURE e Plan, fund and deliver wellbeing programs and events

Encouraging people to be e Produce and distribute healthy living information and advice

healthy and active. . L : -
e Provide, maintain and manage access to recreation facilities and open

space infrastructure
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SERVICE PERFORMANCE OUTCOME INDICATORS

The service performance outcome indicators are a prescribed set of indicators set by the Victorian Government to
measure whether the stated service objective has been achieved. These indicators will be reported on within the
City of Melbourne’s Performance Statement prepared at the end of the financial year as required under section 98
of the Act. They will be audited by the Victorian Auditor General whose audit opinion, along with the Performance

Statement, will be included in the Annual Report.

Service

Aquatic facilities

Indicator

Use

Performance Measure

Use of aquatic facilities
(Number of visits to aquatic
facilities per head of
population)

Computation

[Number of visits to aquatic
facilities / Population]

Animal management

Health and safety

Animal management
prosecutions

(Percentage of animal
management prosecutions
which are successful)

[Number of successful
animal management
prosecutions / Total number
of animal management
prosecutions]

Food safety

Health and safety

Critical and major non-
compliance outcome
notifications

(Percentage of critical and
major non-compliance
outcome notifications that
are followed up by Council)

[Number of critical non-
compliance outcome
notifications and major non-
compliance outcome
notifications about a food
premises followed up /
Number of critical non-
compliance outcome
notifications and major non-
compliance outcome
notifications about food
premises] x100

Governance Satisfaction Satisfaction with Council [Community satisfaction
decisions rating out of 100 with the
(Community satisfaction performance of Council in
rating out of 100 with how making decisions in the
Council has performed in interest of the community]
making decisions in the
interest of the community)

Libraries Participation Active library borrowers [Sum of the number of

(Percentage of the
population that are active
library borrowers)

active library borrowers in
the last three financial years
/ Sum of the population in
the last three financial
years] x100
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Service Indicator Performance Measure

Maternal and child health  Participation Participation in the MCH

Computation

[Number of children who

(MCH) service attend the MCH service at
(Percentage of children least once (in the financial
enrolled who participate in year) / Number of children
the MCH service) enrolled in the MCH

service] x100
Participation in MCH [Number of Aboriginal
service by Aboriginal children who attend the
children MCH service at least once
(Percentage of Aboriginal (in the financial year) /
children enrolled who Number of Aboriginal
participate in the MCH children enrolled in the
service) MCH service] x100

Roads Satisfaction Satisfaction with sealed [Community satisfaction

local roads

(Community satisfaction
rating out of 100 with how
Council has performed on
the condition of sealed local
roads)

rating out of 100 with how
Council has performed on
the condition of sealed local
roads]

Statutory planning Decision making Council planning decisions
upheld at the Victorian Civil
and Administrative Tribunal
(VCAT)

(Percentage of planning
application decisions
subject to review by VCAT

and that were not set aside)

[Number of VCAT decisions
that did not set aside
Council’s decision in
relation to a planning
application / Number of
VCAT decisions in relation
to planning applications]
x100

Kerbside collection waste
diverted from landfill
(Percentage of garbage,
recyclables and green
organics collected from
kerbside bins that is
diverted from landfill)

Waste collection Waste diversion

[Weight of recyclables and
green organics collected
from kerbside bins / Weight
of garbage, recyclables and
green organics collected
from kerbside bins] x100
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COUNCIL’S STRATEGIES

Strategies, frameworks and action plans

A Great Place to Age Strategic Plan

Affordable Housing Strategy 2030

Arts Infrastructure Framework

Climate and Biodiversity Emergency Action Plan
Climate Change Adaptation Strategy

Climate Change Mitigation Strategy to 2050
Community Infrastructure Development Framework
Creative Strategy

Disability Access and Inclusion Plan

Economic Development Strategy

Green Our City Strategic Action Plan

Heritage Strategy

Inclusive Melbourne Strategy

Municipal Integrated Water Management Plan
Nature in the City

Open Space Strategy

Reconciliation Action Plan

Skate Plan

Transport Strategy 2030

Urban Forest Strategy

Waste and Resource Recovery Plan

Place-based structure plans and master plans

Arden-Macaulay Structure Plan

City North Structure Plan

Docklands Community and Place Plan

Docklands Public Realm Plan

Docklands Waterways Strategic Plan

Greenline Implementation Plan

Maribyrnong Waterfront — A Way Forward
Melbourne Innovation Districts Opportunities Plan
Moonee Ponds Creek Strategic Opportunities Plan
Queen Victoria Market Precinct Renewal Master Plan
Southbank Structure Plan

West Melbourne Structure Plan

Yarra River — Birrarung Strategy
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Public space master plans

Carlton Gardens Master Plan
Domain Parklands Master Plan
Fawkner Park Master Plan
Fitzroy Gardens Master Plan
Flagstaff Gardens Master Plan
Lincoln Square Concept Plan
Princes Park Master Plan
Royal Park Master Plan

University Square Master Plan

Urban forest precinct plans

Carlton Urban Forest Precinct Plan

Central City Urban Forest Precinct Plan

Docklands Urban Forest Precinct Plan

East Melbourne Urban Forest Precinct Plan
Fishermans Bend Urban Forest Precinct Plan
Kensington Urban Forest Precinct Plan

North and West Melbourne Urban Forest Precinct Plan
Parkville Urban Forest Precinct Plan

South Yarra Urban Forest Precinct Plan

Southbank Urban Forest Precinct Plan

Major streetscape master plans

City Road Master Plan
Elizabeth Street Strategic Opportunities Plan
Southbank Boulevard and Dodds Street Concept Plan
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5 ANALYSIS OF OPERATING BUDGET

This section of the draft Budget report analyses the expected revenues and expenses for the City of Melbourne
for 2022-23.

5.1 OPERATING REVENUE

Forecast Budget
2021/22 2022/23 Change
$000s $000s $000s %

Revenue Type
Rates and charges 325,261 345,618 20,357 6.3%
Statutory fees and fines

Parking fines 25,074 41,060 15,986 63.8%

Other statutory fees and fines 12,478 11,634 (844) (6.8%)
User fees

Parking fees 38,088 47,111 9,023 23.7%

Other user fees 17,896 29,566 11,670 65.2%
Grants - operating 37,650 44,965 7,314 19.4%
Grants - capital 30,352 33,192 2,840 9.4%
Contributions - monetary 9,360 16,854 7,494 80.1%
Net gain on disposal of property,
infrastructure, plant and equipment 105 4,524 4,419 4208.3%
Other income 17,454 18,385 930 5.3%
Total Operating Revenue 513,719 592,908 79,189 15.4%

5.1.1 Rates and charges

For the past two years, City of Melbourne has helped to ease the financial pressure on ratepayers by delivering
two consecutive years of rate relief for residents and businesses, first through a rates freeze, then through a
rates discount, at a total cost of $17 million. This financial assistance supported our community through the
peak of the pandemic.

In 2022-23, we return to a normal rates cycle and pass on 1.75 per cent rate cap, as set by the Essential
Services Commission. While rates on average will increase, individual rate assessments may differ depending
on the movement in valuation of a given property. Municipal property general valuations are conducted annually
by the Valuer General Victoria and take effect on 1 July each year. These valuations are used by the City of
Melbourne when setting rates and charges in the draft Budget.

Supplementary valuations of property may be carried out when changes are made that affect the valuation of
the property (which includes renovation, subdivision, consolidation, or construction) or its rateability. Valuation
changes occurring in 2021-22 will also have an impact on rates revenue in the draft Budget.

In addition to returning to a normal rates cycle, City of Melbourne will separate its waste service costs from
general rates. We are introducing a waste charge to make waste charges fairer and more transparent, which
brings the City of Melbourne into line with 73 other Victorian municipalities which separate waste service costs
from general rates.
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2021/22 2022/23 Change
$°000 $°000 $°000 %

General rates 324,844 297,265 (27,579) (8.5%)

Supplementary rates and rate adjustments (282) 1,825 2,107 (747.0%)

Other rates 620 635 15 2.4%

Waste user senice charge 0 45,834 45,834 100.0%

Interest on rates and charges 80 60 (20) (25.0%)

Total rates and charges 325,261 345,618 20,357 6.3%
5.1.2 Fees and charges

Forecast Budget
Fees and Charges 2021/22 2022/23 Change
$000s $000s $000s %
Fees and Charges Type
Parking fines 25,074 41,060 15,986 63.8%
Parking fees 38,088 47,111 9,023 23.7%
Other statutory fees and fines
General fines 1,536 1,521 (16) (1.0%)
Town planning fees 6,434 5,022 (1,412) (21.9%)
Food and Health Act registration 2,545 2,963 418 16.4%
Permits 1,761 1,919 158 9.0%
Land information certificates 202 210 8 4.0%
12,478 11,634 (844) (6.8%)
Other user fees
Leisure centre and recreation 1,904 2,707 803 42.2%
Child care/children's programs 1,217 1,257 40 3.3%
Building senices 10,962 19,916 8,954 81.7%
Permits and Registrations 1,265 2,623 1,359 107.4%
Other fees and charges 2,548 3,063 514 20.2%
17,896 29,566 11,670 65.2%

Total Fees and Charges 93,536 129,371 46,661 49.9%

The draft Budget 2022—-23 shows an increase of $46.6 million in fees and charges revenue compared with year

2021-22. The increase is mainly due to an expected increase in CBD activity and visitation as revenue recovers
to post COVID levels. It includes an expected $15.9 million increase in parking fines and a $9 million increase in
parking fee income.

To support local business and development, we are not increasing more than half of our fees and charges (or
only marginally increased fees and charges for certain services in line with the consumer price index). City of
Melbourne is streamlining its fees and charges. We have identified 116 fees to be simplified or consolidated as
part of our draft Budget. This is in addition to 144 fewer fees and charges in last year’s Budget.
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Most other user fees are expected to improve closer to pre-COVID levels in 2022—-23 in line with increased
activity and use of services. This assumes the absence of any further COVID-19 lockdown restrictions. The
building service fee increase of $8.9 million is mainly due to changes in fee structure associated with the
introduction of the new Code of Practice for Building Construction and Works.

A list of the changes in fees and charges for 2022-23 is provided in Appendix F.

5.1.3 Operating grants and contributions

Forecast Budget
2021/22 2022/23 Change
$000s $000s $000s %
Operating Grants and Contributions
Grants - Operating
Home & Community Senices 229 232 3 1.4%
Maternal & Child Health 971 850 (122) (12.5%)
Aging and Inclusion 929 1,072 143 15.4%
Roads Corporation 170 173 3 1.8%
City Recowery Grants 23,278 26,400 3,122 13.4%
Appropriation - Vic Grants Commission 4,485 4,436 (49) (1.1%)
Other Grants 7,588 11,801 4,214 55.5%
37,650 44,965 7,314 19.4%
Monetary Contributions
Child Care Subsidies 1,747 1,812 65 3.7%
Sponsorships 808 992 184 22.8%
Other Contributions 5 0 (5) (100.0%)
2,560 2,804 244 9.5%
Total Operating Grants and Contributio 40,210 47,768 7,558 18.8%

Total operating grants and contributions will increase by $7.6 million. City recovery grants have increased by
$3.1 million in 2022—-23, which includes the Melbourne City Revitalisation Fund. This fund is focused on
accelerating programs and activities to revitalise the city through vibrant events, and recharging business
operations to inspire confidence.

Other grants have increased by $4.2 million due to $7.0 million affordable home fund partially offset by $2.8
million reduction in a non-recurrent operating grant which was received in 2021-22 from Department of Justice
and Community Safety to support the functions and the objectives of the Case Management System, and
expansion of surveillance and Authorised Officer capabilities.
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514

Capital grants and contributions

Capital Grants and Contributions

Grants - Capital

Appropriations Victorian Government
Grants

Parking Lewy

Federal Grants

State Grants - Non Recurrent

Monetary Contributions
External Contribution - Capital
Public Open Space - Contributions

Total Capital Grants and Contributions

Forecast Budget
2021/22 2022/23 Change
$000s $000s $000s %

673 673 0 0.0%
7,000 7,000 0 0.0%
4,384 469 (3,915) (89.3%)

18,294 25,050 6,756 36.9%
30,352 33,192 2,840 9.4%
0 4,050 4,050 100.0%
6,800 10,000 3,200 47.1%
6,800 14,050 7,250 106.6%
37,152 47,242 10,090 27.2%

Capital grants and contributions have increased by $10.1 million. This is mainly due to higher state capital

grants for Greenline investment.

5.1.5 Other income

Interest

Dividends

Investment property & market rent
Intercompany revenue

Sales & recoweries

Project Income

Total other Income

Forecast Budget Change
2021/22 2022/23
$000s $000s $'000 %

257 289 32 12.6%
5,068 3,830 (1,237) (24.4%)
4,366 5,744 1,378 31.6%
4,170 5,161 991 23.8%
3,490 3,156 (334) (9.6%)

104 205 100 96.0%

17,454 18,385 930 5.3%

The increase in other income is mainly due to recovery from the impacts of COVID-19. Challenges are expected
in relation to dividends income from major subsidiaries’ investments, in particular Queen Victoria Market, as

uncertainty surrounding trader activity may adversely impact its profitability. Investment property and market

rent revenue is expected to increase, assisted by the development of the Munro site in 2022-23.
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5.2 OPERATING EXPENDITURE

Forecast Budget
2021/22 2022/23 Change
$000s $000s $000s %

Expenditure Type

Employee benefit expense 176,833 194,835 18,002 10.2%
Materials and senvices 209,737 209,479 (257) (0.1%)
Bad and doubtful debts 8,268 13,396 5,128 62.0%
Depreciation and amortisation 66,056 72,429 6,373 9.6%
Amortisations - intangible assets 12,207 11,518 (689) (5.6%)
Amortisation - right of use assets 2,058 2,572 514 25.0%
Borrowing Costs 48 2,400 2,352 4919.9%
Finance Costs - Lease 117 118 2 1.4%
Other expenses 6,799 8,773 1,974 29.0%
Grants and contributions 31,159 41,862 10,703 34.4%
Total Operating Expenditure 513,281 557,382 44,102 8.6%

Overall expense will increase by $44.1 million or 8.6 per cent compared with 2021-22.

Most Council services will be delivered through staff, and employee costs are set to increase. This reflects a
legislative increase in the superannuation guarantee levy for all staff, back pay increase impacts as part of the
recently approved enterprise bargaining agreement, and staff returning from external secondments to the
Victorian Government.

We are also using Council resources in a more cost-effective manner, relying less on agency staff and reducing
consultant costs expenditure, to support increased post-COVID activity levels in 2022—-23.

The number of average full-time equivalent (FTE) staff is budgeted at 1480 for 2022—-23, compared to 1382
forecast for 2021-22 which were held at lower levels during peak COVID-19. Compared to last year’s Budget
FTE of 1494, there is a decline of 14 FTE as labour efficiencies savings are targeted across the City of
Melbourne.

Materials and services expenditure will decrease by $0.3 million, reflecting $7.0 million new affordable housing
fund which is largely offset by lower agency costs and consultant expenses, improved contract management
such as for recreation services, and the introduction of new technologies such as parking digital permits.

Bad and doubtful debts will increase by $5.1 million, which is consistent with an increase in parking fine
revenue.

Given the significant investment in infrastructure expenditure over the next four years, depreciation and
amortisation will increase by $6.4 million, reflecting a rise in capitalised assets. Borrowing costs will increase by
$2.3 million as levels of projected borrowing increase to support this.

Grants and contributions will increase by $10.7 million, facilitating grants associated with Melbourne City
Revitalisation Fund expenditure, and also to provide Queen Victoria Market trader support.
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5.2.1 Materials and services

Forecast Budget
2021/22 2022/23 Change
$000s $000s $'000 %
Contract payments 143,123 133,614 (9,509) (6.6%)
Building maintenance 3,209 3,444 235 7.3%
General maintenance 19,118 20,726 1,609 8.4%
Utilities 7,657 9,021 1,364 17.8%
Admin & Supplies 16,617 23,758 7,141 43.0%
Information Tech 9,671 9,929 258 2.7%
Insurance 2,514 2,822 308 12.2%
Consultant 14,706 13,333 (1,373) (9.3%)
Internal Revenue/Charges (6,876) (7,166) (290) (4.2%)
Total Materials & Services 209,737 209,479 (257) (0.1%)

Materials and services expenditure for 2022-23 is lower by $0.3 million, or 0.1 per cent.

Contract payments will decrease by $9.5 million. The City of Melbourne will deliver savings by introducing
new technologies such as digital permits, and realising benefits through effective contract management,
such as for recreational services. Council’s major contracts include street cleaning, waste management,
park management, civil infrastructure and facilities management.

A increase in general maintenance of $1.6 million reflects $7.0 million affordable housing fund which is
partially offset by lower overall spending as 2021-22 included one-off spend associated with the Melbourne
City Recovery Fund.

Administration and supplies will increase by $7.1 million, in line with an increase in service activity that is
expected in 2022-23. This includes an information technology increase of $1.4 million due to cyber security
expenditure, as well as the migration of software applications towards cloud technology driven solutions.

Consultant decrease of $1.4 million is due to City of Melbourne’s concerted effort to source in-house
expertise in a more cost-effective manner.

5.2.2 Bad and doubtful debts

Bad and doubtful debts expenditure for 2022-23 is budgeted to be $13.4 million, which is $5.1 million higher
than 2021-22. This reflects the anticipated increase in parking fine revenue, which reflects improved COVID-19
conditions as more traffic returns to the city.
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5.2.3 Depreciation and amortisation

Forecast Budget
2021/22 2022/23 Change
$000s $000s $'000 %
Property 9,605 11,529 1,924 20.0%
Plant & Equipment 19,604 20,035 431 2.2%
Infrastructure 49,053 52,382 3,329 6.8%
Total Depreciation and Amortisation 78,263 83,947 5,684 3.8%

Depreciation and amortisation costs are increasing, reflecting the high levels of capital works expenditure in

recent years.

5.2.4 Borrowing costs

City of Melbourne projects borrowings of $187.8 million in 2022—23 mainly to fund the major capital works.

5.2.5 Other expenses

Forecast Budget
2021/22 2022/23 Change
$000s $000s $'000 %
Audit senvices - external 50 57 7 13.5%
Auditors remuneration - VAGO 160 160 0 0.0%
Audit senices - internal 287 290 3 0.9%
Fire brigade lewy 200 236 36 18.1%
Taxes & Levies 3,693 6,047 2,354 63.7%
Short-term, low value lease 895 92 (802) -89.7%
Other costs 1,514 1,891 377 24.9%
Total Other Expense 6,799 8,773 1,974 29.0%

Other expenses increased by $1.9 million due mainly to taxes and levies, given the price rise in the landfill levy.

5.2.6 Grants and contributions expenditure

Total grants and contributions expenditure will increase by $10.7 million, largely due to Melbourne City

Revitalisation Fund grants to be provided in year 2022—-23.

Refer to Appendix G, Schedule of Grants and Contributions for details.
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6 ANALYSIS OF BUDGETED CASH POSITION

The cash flows statement shows cash movements in three main categories:

=  Operating activities — these activities refer to the cash generated or used in City of Melbourne’s normal
service delivery functions.

= |nvesting activities — these activities refer to cash generated or used in the enhancement or creation of
infrastructure, public open space and other assets. These activities also include the acquisition and sale of
other assets such as vehicles, property, equipment and more.

=  Financing activities — these activities refer to the drawing or repayment of borrowings and associated costs,
including leases, to finance our capital commitments.

6.1 STATEMENT OF CASH FLOWS

Forecast Budget
2021/22 2022/23 Variance
$000s $000s $000s

Statement of Cash Flows
CASH INFLOWS/(OUTFLOWS) FROM
OPERATING ACTIVITIES
Receipts 519,090 599,955 80,864
Payments (455,039) (455,931) (892)
Net Cash Provided by Operating Activities 64,052 144,024 79,972
CASH INFLOWS/(OUTFLOWS) FROM
INVESTING ACTIVITIES
Proceeds from sale of Property Plant & Equip 4,622 15,000 10,378
Payments for Infrastructure, Plant and Equipment (164,380) (246,516) (82,136)
Payments for other asset purchase (44,900) (17,500) 27,400
Payments for Public Open Space Purchase 0 0 0
Net cash used in investing activities (204,658) (249,016) (44,358)
CASH INFLOWS/(OUTFLOWS) FROM
FINANCING ACTIVITIES
Repayment of borrowing - Current 0 0 0
Proceeds from borrowing 53,905 133,864 79,959
Borrowing Costs (48) (2,400) (2,352)
Interest paid - lease liability 117) (118) 2
Funds available from financing activities 53,740 131,346 77,605
Net increase/(decrease) in cash and cash equivalents (86,866) 26,354 113,220
Cash at beginning of the financial year 173,871 87,004 (86,866)
Cash at end of the financial year 87,004 113,358 26,354
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6.1.1 Operating activities
Operating activities refer to the cash generated or used in City of Melbourne’s normal service delivery functions.
The cash inflow in 2022—-23 is due to a budgeting increase in revenue relative to expenses.

6.1.2 Investing activities
Investing activities will increase in line with capital expenditure, partially offset by proceeds from the sale of

properties.

Payments for other asset purchases in 2022—-23 are for the purposes of acquiring ‘Southbank public open
space’, ‘Urban renewal open space’ and ‘Pocket parks’, and progress towards these asset purchases will be
reported in each of the quarterly financial and capital works reports submitted to Council.

6.1.3 Financing activities

The net cash from financing activities is positive due to an increase in the anticipated borrowings required to
fund capital projects in 2022—-23.

6.1.4 Cash at the end of year ($113.4 million cash balance)

Overall, total cash is forecast to increase by $26.4 million in 2022-23, assisted by an increase in borrowings.

6.2 RECONCILIATION OF OPERATING PERFORMANCE TO CASH FLOWS

The following table provides a reconciliation of the operating performance from the Income Statement to the

Cash Flows.
Forecast Budget
2021/22 2022/23 Variance
$000s $000s $000s

For the year ended 30 June
Net Surplus/(deficit) from operations 438 35,526 35,087
Add back:
Depreciation & amortisation 78,263 83,947 5,684
Profit/(loss) on disposal of property, plant and equipment (105) (4,524) (4,419)
Net movement in working capital (14,544) 29,075 43,620
Cash proceeds 4,622 15,000 10,378
Funds available for Capital 68,235 123,498 55,263
Capital Expenditure (164,380) (246,516) (82,136)
Payments for other asset purchase (44,900) (17,500) 27,400
Financing activities 53,740 131,346 77,605
Funds used in investing activities (155,540) (132,670) 22,870
Net Cash inflow/(outflow) (86,866) 26,354 113,220
Bank account (Opening balance) 173,871 87,004 (86,866)
Bank account (Closing balance) 87,004 113,358 26,354
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7 ANALYSIS OF COUNCIL WORKS (INCLUDING MAINTENANCE)

This section provides an analysis of the planned City of Melbourne works expenditure budget for the 2022-23
year and the sources of funding for the draft Budget. It should be noted that maintenance is included as part
of the overall review of City of Melbourne’s works program, but is funded out of the operating budget.

7.1 FUNDING SOURCES

Source of Funding 2022/23 S (Millions)

External Funding,

30.2
-

=-yPublic Open Space
Reserve, 9.3

Sa

Long Term Parking
Levy, 7.0

/

Funding Provided
by Council, 207.0

* Sources of funding excludes carry forward capital estimate

7.1.1 External funding

External funding of $30.2 million includes $4 million to be received from external parties for the Stubbs Street
Pump Station and $26.2 million provided by the Victorian Government to be spent on parks and open spaces,
roads and community facilities projects.

7.1.2 Public Open Space Reserve
$9.3 million will be allocated to the development of existing public open space reserve projects, to be spent on:

e Dodds Street linear park
e City Road (northern undercroft)

¢ New climate adaptation urban landscapes.

41



BUDGET
2022-23

In addition, a further $75.0 million dollars has been committed over the next four years and included in draft
Budget to provide funding to acquire further open space reserves. It will be spent on:

e new open space reserves in Southbank
e pocket parks

e urban renewal open spaces.

The public open space reserve is a statutory reserve required to account for developer contributions. The use of
the funds is dictated by legislation, ensuring the funds are used to create community public spaces.

7.1.3 Long-term parking levy — capital projects
$7 million will be allocated to improve congestion in the city. The funds will be used in 2022-23 for projects
relating to streetscape and footpath improvements.

7.1.4 Funding provided by Council

During the year, Council generates cash from its operating activities, which is used as a funding source for the
capital works program.
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7.2 COUNCIL WORKS

Asset Expenditure Types Funding Sources
Total New Renewal Upgrade Expansion Total Grants Contributions Council Cash  Borrowings
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
i’?cz);:‘g/ 93,848 34,918 8,930 50,000 - 93,848 500 - 17,130 76,218
Plant and Equipment 24,670 13,670 11,000 - - 24,670 - - 13,570 11,100
Infrastructure 114,236 73,721 31,427 4,093 4,995 114,236 32,692 12,713 44,431 24,400
Total 232,754 122,309 51,357 54,093 4,995 232,754 33,192 12,713 75,131 111,718
Forecast Budget
2021/22 2022/23 Change
$000s $000s $000s %

Council Works Area

Maintenance

Maintenance 19,118 20,705 1,588 8.3%

Total Maintenance 19,118 20,705 1,588 8.3%)

Capital Works

New Works 46,773 122,309 75,536 161.5%

Upgrade 19,597 54,093 34,496 176.0%

Renewal 35,978 51,357 15,378 42.7%

Expansion 3,660 4,995 1,336 36.5%

Total Capital Expenditure 106,008 232,754 126,746 119.6%

Total Council Works Program 125,126 253,460 128,335 102.6%

Carry Forward 28,248 29,950 1,702 6.0%

Council Works Expenditure 153,374 283,409 130,036 84.8%

A detailed listing of all projects comprising the capital works program is in Appendix E, Council Works Program
Projects.

Maintenance
During 2022-23, $20.7 million will be expended on maintenance. The more significant projects include
affordable housing fund ($7.0 million), Christmas decorations ($2.7 million), information technology maintenance
($1.7 million), property services maintenance ($1.2 million), street lighting operational maintenance, repair and
replacement charges ($1.2 million) and Green Our City strategic implementation ($1.1 million).

New works

During 2022-23, $122.3 million will be expended on new works. The more significant projects include Greenline
($40 million), Kensington Community Aquatic Recreation Centre redevelopment ($25 million), business
initiatives ($11.1 million), Munro Library and Community Hub ($8.2 million), streetscape improvements ($6.3
million), Community Sports Pavilion — Brens ($4.4 million), Stubbs Street Pump Station ($4.0 million), cycle
infrastructure ($4 million), public art ($4 million) and Exhibition Street Theatre Precinct streetscape ($3.2
million).
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Upgrade
During 2022-23, $54.1 million will be expended on upgrade of existing assets. This includes the renewal of the
Queen Victoria Market ($50 million), and North & West Melbourne & Docklands Transport & Amenity Program

($3 million).

Renewal and refurbishment
During 2022-23, $51.4 million will be expended on renewal and refurbishment of existing assets. The more
significant projects include roadways and footpaths renewal ($10.8 million), property renewals ($8.9 million),
information technology renewal ($7.8 million), parks renewal ($6.5 million), Princes Bridge bluestone repair

works ($4.1 million) and drains renewal ($2.5 million).

Expansion
During 2022-23, $5 million will be expended on expansion of existing assets. This includes Dodds Street linear

park ($5 million).

Refer to Appendix E, Council Works Program Projects for full details.
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8 ANALYSIS OF BUDGETED FINANCIAL POSITION

This section of the draft Budget report analyses the movements in assets, liabilities and equity between 2021—
22 and 2022-23.

8.1 BUDGETED BALANCE SHEET FOR YEAR ENDING 30 JUNE 2023

Forecast Budget
2021/22 2022/23 Variance
$000s $000s $000s

Current
Assets 134,291 161,954 27,663
Liabilities 130,292 173,940 43,648
Net Current Assets 3,999 (11,986) (15,985)
Non Current
Assets 4,682,304 4,922,456 240,152
Liabilities 63,483 197,778 134,295
Net Non Current Assets 4,618,821 4,724,678 105,857
NET ASSETS 4,622,820 4,712,692 89,872
Equity
Accumulated Surplus 2,180,809 2,216,335 35,526
Resenes 2,442,011 2,496,357 54,346
Total Equity 4,622,820 4,712,692 89,872

Key assumptions

In preparing the Budgeted Balance Sheet for the year ending 30 June 2023, it was necessary to make a number
of assumptions about key assets, liabilities and equity balances. The key assumptions are as follows:

= trade creditors to be based on materials and services expenditure and increased capital

=  total capital works expenditure of $232.8 million in the 2022—23 year (excluding maintenance and carry
forward from 2021-22), an increase of $126.7 million compared to the current year.
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8.1.1 Current assets

The increase in current assets is mainly due to an increase in the cash balance of $26.4 million.

8.1.2 Current liabilities

Current liabilities for 2022—-23 (obligations Council must pay within the next year) increase by $43.6 million as a
result of an increase in working capital requirements consistent with an increase in capital works expenditure.

8.1.3 Working capital ratio

The decrease in this ratio is mainly due to an increase in current liabilities, attributable to City of Melbourne
increasing trust funds and deposits.

Actual Forecast Budget
2020/21 2021/22 2022/23

Working Capital Ratio
Definition Current Asset/Current Liabilities 1.24:1 1.03:1 0.93:1

8.1.4 Non-current assets

The budgeted Balance Sheet shows non-current assets of $4,922 million as at 30 June 2023, which is an
increase of $240.2 million over forecast 2021-22.

The increase in non-current assets is due to the capital works program of $232.7 million and purchase of public

open space reserves, partially offset by an increase in accumulated depreciation. In recent years the revaluation
of assets has resulted in higher asset values.

8.1.5 Non-current liabilities

The increase in non-current liabilities is due to an increase in anticipated borrowings required to fund capital
expenditure for 2022—23.
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9 DRAFT BUDGET FOUR-YEAR PROJECTIONS

The draft Budget 2022—-23 identifies the financial and non-financial resources required over the four-year period
from 2022 to 2026. This ensures that adequate resources are available to maintain services at levels
established by the Council, and to implement the Council Plan priorities.

The draft Budget has been prepared in accordance with the requirements of the Act. The Act requires that the
Council prepare and approves a four-year Council Plan, including a four-year rolling budget which is revised
annually. The draft Budget comprises the Comprehensive Income Statement, Balance Sheet, Statement of
Changes in Equity, Statement of Cash Flows, Statement of Capital Works, Statement of Human Resources,
Statement of Planned Human Resources and Summary of Planned Capital Works Expenditure.

The economic environment and key financial assumptions

The draft Budget is prepared and revised annually based on the latest economic and financial information at the
time of preparing the plan. As economic and financial variables change over time the plan is adjusted
accordingly to take into account these movements.

The key financial assumptions underpinning the draft Budget are detailed in the table below:

Measure Budget Budget Projections
2021/22 2022/23 2023/24 2024/25 2025/26
Rate increase 1.50% 1.75% 2.25% 2.50% 2.50%
CPI 1.50% 1.75% 2.25% 2.50% 2.50%
Total Revenue (Exc Capital Grants & Contributions) 27.59% 5.29% 3.39% 1.33% 12.39%
Total Cost increase 17.61% 2.24% -3.59% 3.86% 3.27%
Investments Returns (Cash) 0.33% 0.33% 0.33% 0.57% 0.69%

The draft Budget four-year projections have been developed through a rigorous process based on the following
key information:

= Audited financial statements as at 30 June 2021.

=  Assumptions about changes in future income and expenditure associated with meeting current levels of
services.

. Economic and financial indicators based on external sources.

The four-year financial projections included in the draft Budget have been developed using a contemporary
approach to financial statements, linking the Comprehensive Income Statement, Balance Sheet, Statement of
Changes in Equity, Statement of Cash Flows, Statement of Capital Works, Statement of Human Resources,
Statement of Planned Human Resources and Summary of Planned Capital Works Expenditure.
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Key objectives of the draft Budget four-year projections

The key objectives which underpin this include:

=  Long-term financial sustainability — Over the four-year plan it is expected to sustain its solid financial
position through a commitment to prudent financial management and maintaining long-term underlying
surpluses.

= Asset management — Infrastructure assets will exceed $5 billion and represent the single biggest asset
group in Council’s control. To recognise the need to ensure adequate financial provision for the
maintenance of assets at appropriate service levels in a growing municipality, the plan includes provision
for an increase in the capital works program.

= Rating strategy — Over the Budget period, commencing 2022-23, a modest increase in rates is planned.
This reflects expected general cost increases and growth in service demand across the municipality. The

Victorian Government policy on rates capping commenced from 2016—17. Council expects development to
continue across the municipality, which will contribute to an increasing rate revenue base.

=  Improve accessibility to the city.

=  Monitor the investment portfolio and update strategies to ensure target returns are achieved over the long
term.

The Council recognises the need for long-term financial planning, and will update the Financial 10-Year Plan
accordingly. The plan will incorporate the objectives outlined and ensure continued long-term financial
sustainability of Council while providing sufficient funding for future services and infrastructure to the community.

Council Plan

In preparing the draft Budget, Council has also been mindful of the need to comply with the following principles
of sound financial management as contained in the Act:

=  Prudently manage financial risks relating to debt, assets and liabilities.
=  Provide reasonable stability in the level of rate burden.
=  Consider the financial effects of Council decisions on future generations.

=  Provide full, accurate and timely disclosure of financial information.

Measure Budget Budget Projections

2021/22 2022/23 2023/24 2024/25 2025/26
$'000 $'000 $'000 $'000 $'000

Key Financial Indicators
Underlying Surplus/(deficit) (26,929) (12,717) 6,644 12,415 16,154
Total Revenue (Exc Capital Grants & Contributions) 518,254 545,666 564,138 571,637 642,479
Total Operating Expenditure 545,183 557,382 537,369 558,098 576,325
Gross Capital Expenditure 244,687 262,704 197,479 163,847 175,378
Cash Inflow/(outflow) (24,057) 26,354 (4,765) (24,426) 13,706
Cash Assets 110,953 113,358 108,593 84,167 97,873
Borrowings 147,678 187,769 235,810 249,433 175,458
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10 VALUATION

10.1  VALUATION BY CLASS OF LAND

From 1 July 2018, the State Government centralised all statutory valuations under the Valuer General Victoria
(VGV) and introduced annual general valuations for rating and taxing purposes.

The VGV is currently auditing the 2022 General Valuation Return. Any amendments which increase rateable
valuations may require Council to adjust the residential and/or the non-residential rate in the dollar. Once the
audit is complete, the VGV will recommend to the Minister to issue a generally true and correct certificate for the
2022 General Valuation.

The forecast valuation totals of the various land classes for 2022-23 are as follows:

City Of Melbourne Valuations 2022-23
Class of Land Number of Net Annual Value Site Value Capital Improved

Assessments Value

$ $ $

Residential 110,940 3,506,217,115 22,013,490,900 70,100,480,500
Non-Residential 20,966 4,017,041,885 26,481,482,400 75,115,535,500
Total Rateable (General
Rates) 131,906 7,523,259,000 48,494,973,300 145,216,016,000
Exempt 1,370 1,072,858,090 11,005,933,560 18,461,454,944
Cultural & Recreational 42 81,280,150 276,768,100 1,601,846,000
Lands
Total for all Classes of
Land 133,318 8,677,397,240 59,777,674,960  165,279,316,944

The 2022 General Valuation resulted in an overall change in the total NAV from $8.3 billion to $8.7 billion for all
properties in the municipality irrespective of rateable status. This represents an overall change of 5.1%.

The total NAV for rateable properties (general rates) has changed from $7.2 billion to $7.5 billion. This represents
a change of 4.8%.

Overall non-residential NAV has changed by 4.1%, whilst residential NAV has changed by 5.7%.

Supplementary valuations will continue to be undertaken throughout the year and returned as they occur.
Supplementary valuations reflect new properties that come on line during the financial year as developments are
completed.

10.2 Cultural and Recreational Lands

In accordance with Section 4 of the Cultural and Recreational Lands Act 1963, Council is required to determine a
charge in lieu of rates, identified in the table on the following page, in respect to recreational lands having regard
to the services provided by the Council in relation to such lands and to the benefit to the community derived from
such recreational lands.
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Cultural and Recreational Lands 2022-23

Rates Charged

ASI\SIE;SI;T:m Address / Description Pic?kfggé)l"
$
13373 Melbourne Rowing Club, Yarra Boathouses, Boathouse Drive, MELBOURNE VIC 3004 1,148
13376 Melbourne University Boatshed, Yarra Boathouses, Boathouse Drive, MELBOURNE VIC 3004 1,077
13379 Banks Rowing Club, Yarra Boathouses, Boathouse Drive, MELBOURNE VIC 3004 2,512
13388 Mercantile Rowing Club, Yarra Boathouses, Boathouse Drive, MELBOURNE VIC 3004 2,081
13391 Richmond Rowing Club, Yarra Boathouses, Boathouse Drive, MELBOURNE VIC 3004 1,148
13392 Yarra Rowing Club, Yarra Boathouses, Boathouse Drive, MELBOURNE VIC 3004 1,004
14083 North Park Tennis Club, Royal Park, Flemington Road, PARKVILLE VIC 3052 431
14657 Melbourne Park, Batman Avenue, MELBOURNE VIC 3004 50,258
18077 Corp. Box 500 Epsom Road, FLEMINGTON VIC 3031 32,309
18275 Track Manager Residence. 500 Epsom Road, FLEMINGTON VIC 3031 572
18285 Race Course, 500 Epsom Road, FLEMINGTON VIC 3031 93,334
18331 Residence, 500 Epsom Road, FLEMINGTON VIC 3031 572
18907 Pavilion Members Stand, MCG, 120 Brunton Avenue, JOLIMONT VIC 3002 2,154
18913 Corp. Box MCG, 120 Brunton Avenue, JOLIMONT VIC 3002 25,128
18926 Restaurant MCG, 120 Brunton Avenue, JOLIMONT VIC 3002 3,589
18928 Great Southern Stand Offices, MCG, 120 Brunton Avenue, JOLIMONT VIC 3002 71,801
18935 MCG, 120 Brunton Avenue, JOLIMONT VIC 3002 53,852
18938 TAB, MCG, 120 Brunton Avenue, JOLIMONT VIC 3002 716
23033 **Richmond Cricket Club, Punt Road, JOLIMONT VIC 3002
23068 **Punt Road Oval, Punt Road, JOLIMONT VIC 3002 9,333
23865 House S