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20 March 2012

The Hon. David Bradbury MP
Assistant Treasurer

Parliament House
Canberra ACT 2600

Dear Assistant Treasuer

Australian Government Competitive
Neutrality Complaints Office

Level 2, 15 Moore Street
Canberra ACT 2600

GPO Box 1428
Canberra City ACT 2601

Telephone 02 6240 3327
WWW.pC.gov.au/agenco

In accordance with section 21 of the Productivity Commission Act 1998 and the Commonwealth
Competitive Neutrality Policy Statement, I have pleasure in submitting the results of the Australian
‘Government Competitive Neutrality Complaints Office’s investigation of PETNET Australia.

Yours sincerely

Mike Woods
Commissioner
Competitive Neutrality Complaints
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The Australian Government Competitive Neutrality Complaints Office

The Australian Government Competitive Neutrality Complaints Office is an autonomous unit within the Productivity Commission. It was established under the Productivity Commission Act 1998 to receive complaints, undertake complaint investigations and advise the Treasurer on the application of competitive neutrality to Australian Government business activities.
Information on the Productivity Commission, its publications and its current work program can be found on the World Wide Web at www.pc.gov.au or by contacting Media and Publications on (03) 9653 2244.
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	Competitive neutrality policy

	Competitive neutrality is a policy which aims to promote efficient competition between public and private businesses. The Australian Government’s approach is set out in its Competitive Neutrality Policy Statement (Australian Government 1996): 

Competitive neutrality requires that government business activities should not enjoy net competitive advantages over their private sector competitors simply by virtue of public sector ownership. (p. 4)

In particular, competitive neutrality policy:

… requires that governments should not use their legislative or fiscal powers to advantage their own businesses over the private sector. (p. 5)

While the policy recognises that there are a number of advantages and disadvantages of government ownership, it does not seek to ameliorate all of these. Instead, it focuses specifically on those competitive advantages enjoyed by government businesses that are widespread and relatively easy to observe and correct (Australian Government 1996, p. 6), including:

· exemptions from various taxes (taxation neutrality)

· access to borrowings at concessional interest rates (debt neutrality)

· exemptions from complying with regulatory arrangements imposed on private sector competitors (regulatory neutrality)

· other benefits associated with not having to achieve a commercial rate of return on assets (commercial rate of return requirements).

The policy is applied to significant government businesses where the benefits from doing so outweigh the costs. For the purpose of competitive neutrality policy, a business activity is defined as one where: 

· there is user charging 

· there is an actual or potential competitor (that is, users are not restricted by law or policy from choosing alternative sources of supply) 

· managers of the activity have a degree of independence in relation to the production or supply of the good or service and the price at which it is provided. 

Competitive neutrality policy deems the following organisations as significant as they have been specifically structured to operate along commercial lines: 

· all government business enterprises (listed under the Commonwealth Authorities and Companies Act 1997) and their subsidiaries

· other share-limited trading companies

· all designated business units.

Other activities which operate in accordance with the definition of a business and generate in excess of $10 million in revenue from commercial activities are also considered to be significant.
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