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CENTRAL HIGHLANDS REGIONAL COUNCIL POLICY 

Application of Competition Policy POLICY REF NO 
CHRCP: 0012 

 
 
1.0 Policy Purpose 

To ensure the National Competition Policy (NCP) reform initiatives are incorporated within the 
business operations of the Central Highlands Regional Council (council) and to provide a summary of 
the ongoing commitment to meet legislative obligations. 

 
2.0 Policy Statement 

 
2.1 Legislative obligations 

Council is committed to the ongoing legislative compliance of its business activities with the 
NCP principles. This requires applying the competitive neutrality principle to its significant 
business activities if, in the circumstances, the public benefit (in terms of service quality and 
cost) outweighs the costs of implementation. This also requires applying the code of 
competitive conduct to some other business activities. 
 
In this regard, reference is made to sections 39 to 48 of the Local Government Act 2009 (LG Act) 
and sections 17 to 41 of the Local Government Regulation 2012 (LG Regulation). 
 
Section 17 of the LG Regulation provides obligations about reforming a significant business 
activity in accordance with the competitive neutrality principle. The premise of the competitive 
neutrality principle is that significant government business activities should not enjoy competitive 
advantage over their private sector competitors by virtue of public sector ownership. 
 
Section 18 of the LG Regulation provides that the local government must identify and assess each 
new significant business activity for possible reform and if a decision is made to reform, this must 
involve: 

(a) applying full cost pricing to the activity; or 
(b) commercialising the activity; or 
(c) corporatising the activity by creating a corporatised business entity to conduct the activity. 

 
To determine if a business activity is a significant business activity, section 19 of the LG 
Regulation prescribes specific thresholds that a business activity must meet. 
 
Section 19 (2) states that the threshold is 10,000 or more premises being connected to a water 
service if the business activity is the provision of combined water and sewerage services. 
 
Section 19 (3) states that the threshold is $9.7m, for the financial year ending immediately 
before the current financial year, for a business activity that is not the provision of combined 
water and sewerage services. 
 
Sections 40 and 41 of the LG Regulation also apply to the provision of a significant business 
activity that is the provision of water and sewerage services, by imposing requirements for 
achieving efficiency and sustainability in conducting this activity. 
 
Sections 31 to 32 of the LG Regulation refers to the code of competitive conduct as being the 
application of: 

• the competitive neutrality principle 
• pricing provisions 
• sections 35 and 35 of the LG Regulation about financial reporting 
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• sections 36 and 37 of the LG Regulation about the treatment of community service obligations 
(CSO) 

 
2.2 Principles for identifying and reporting council business activities 

In accordance with the definition of "business activity" in the LG Act, activities of council will be 
identified as business activities if they involve trading in goods and services by council and:  

• for significant business activities - they are conducted in competition, or potential 
competition, with the private sector and meet the threshold prescribed under a regulation; or  

• for other business activities - they meet the requirements in section 47 of the LG Act for the 
code of competitive conduct to apply.  

 
For 2023-24 the following activities have been identified as business activities of council for the 
purpose of the legislative requirements: 

• water 
• sewerage 
• airport 
• waste 
• saleyards 

 
Each financial year, in accordance with section 19 of the LG Regulation, council identifies which of 
these business activities are significant business activities and determines whether the competitive 
neutrality principle needs to be applied to these activities. 
 
The intent of determining whether the competitive neutrality principle should be applied to those 
activities is the principle that an entity conducting a business activity in competition with the private 
sector should not enjoy a net advantage over competitors only because the entity is in the public 
sector. 
 
Competitive advantages that may be enjoyed by council’s business activities include: 

• exemptions from certain taxes and charges 
• regulatory advantage 
• no requirement to achieve a commercial rate of return. 

 
The following three business activities are identified as significant business activities in 2023-24 as 
they meet the thresholds set out in section 19 (2) of the LG Regulation: 

• waste 
• water 
• sewerage 

 
Council is already applying the competitive neutrality principle to the water and sewerage 
business activities and will continue to do so by way of application of full cost pricing. 
 
The pricing practices for each of these significant business activities will aim to move towards 
full cost pricing. On achieving full cost pricing, total projected revenues, inclusive of identified 
and measured community service obligations and net of any competitive advantages and 
competitive disadvantages (as defined in the LG Regulation), will cover projected total costs, 
including the following cost elements: 

• operational and resource costs 
• administration and overhead costs 
• depreciation 
• tax and debt equivalents 
• return on capital/return on cost 
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Council has undertaken a pricing review of its water and sewerage businesses and a price 
path has been implemented that aims to achieve full cost pricing. This price path is reviewed 
annually as the businesses move towards the application of full cost pricing. 
 
In the identification of the water and sewerage business units as significant business 
activities, council has also applied the requirements of sections 40 to 41 of the LG Regulation 
and has implemented a two-part charge for the provision of water services. 
 
The 2022-23 budgeted expenditure for the waste business activity, forecast as part of the 
2022-23 budget review 3 process, indicates that the $9.7m expenditure threshold will be 
exceeded at 30 June 2023. The 2023-24 budget reflects the business exceeding this 
threshold and council is now required to review the process to reform the waste business in 
accordance with Chapter 3, Part 2 of the LG Regulation.  
 
The 2022-23 annual report will need to disclose the waste business as a new significant 
business activity and undertake a public benefit assessment (PBA) during 2023-24. The 
legislation requires council to conduct the PBA to determine the appropriate business 
structure that would best apply the competitive neutrality principle to the waste business. This 
is the same process that council undertook when recognising the water and sewerage 
businesses as significant business activities and adopting full cost pricing as opposed to 
establishing a commercial business unit.  

 
For 2023-24, in accordance with section 47(7) of the LG Act and section 39 of the LG 
Regulation, council has decided to apply the code of competitive conduct to the other 
identified business activities that do not meet the threshold for significant business activities 
as determined by section 19 (3) of the LG Regulation: 

• airport 
• saleyards 

 
In applying the code of competitive conduct to these business activities council will take into 
consideration the advantages and disadvantages of public ownership when making decisions 
about pricing, the financial return the business will achieve and identification of CSO as per 
section 2.3 below. 

 
2.3 Community Service Obligations (CSO) 

As defined in section 24 of the LG Regulation, a CSO is an obligation that council imposes on a 
business entity to do something that is not in the commercial interests of the business entity to 
do. A CSO is to be funded by the general fund and provided as revenue to the business activity to 
which it relates. 
 
The following CSO has been applied to the airport business activity for the 2023-24 financial 
year: 
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2.4 Activity Statements 

The following estimated activity statements are provided for council’s business activities over a 
three-year period from 2023-24 to 2025-26. 
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3.0 Definitions 

Council refers to Central Highlands Regional Council. 

LG Act shall mean the Local Government Act 2009. 

LG Regulation shall mean the Local Government Regulation 2012. 
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