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Dear Mr Dipdsi

I am writing to you about the recently announced public crematorium facility at Gungahlin, which
will be built and operated by the ACT Cemeteries Authority (the Authority).

In approving the proposal, the Government decided to engage the Commission to help ensure that
the new facility operates in a manner consistent with competitive neutrality. In particular, the
Government wishes to use the Commission’s expertise to develop an appropriate costing
methodology and prices to apply to goods and services at the facility, which will be provided in direct
competition with private sector operators already present in the market.

Please find enclosed a scope of works for the project, which | provide under section 12 of the
Independent Competition and Regulatory Act 1997. The Commission will be required to undertake
two main asks, an initial process to develop pricing principles to guide the development of the
costing methodology and prices for the facility, and a subsequent process to review and assess the
Authority’s pricing proposal for its compliance with the pricing principles and competitive neutrality
policy more broadly.

I thank the Commission in advance for providing assistance to the Government on this matter, and
I look forward to the outcomes of your work in due course.

Yours sincerely

A

Andrew Barr MLA
Treasurer

20 DEC 2019
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Scope of Work: ICRC process to assist the determination of prices for
the ACT Public Crematorium

In September 2019, the Government agreed to proceed with a proposal by the ACT Public

Cemeteries Authority (the Authority) to build and operate a public crematorium facility at

the Gungahlin Cemetery. As part of that approval, to ensure the facility is operated in line

with competitive neutrality principles, the Government agreed to engage the Independent
Competition and Regulatory Commission (ICRC) to:

e develop a set of pricing principles to guide the development of a costing methodology
and prices for the public crematorium facility; and

e formally review the Authority’s proposed costing methodology and prices to ensure
compliance with the pricing principles and the ACT Competitive Neutrality Policy.

This work is to be undertaken under section 12 of the Independent Competition and
Regulation Commission Act 1997, which allows the ICRC to assist any agency, body or person
by “providing services within the Commission’s field of expertise and relevant to its
functions.”

The following documents provide the policy framework for the work to be undertaken:
e the Competition Principles Agreement 1995 (as amended 13 April 2007);

e the ACT Competitive Neutrality Policy; and

e the ICRC’'s Competitive Neutrality Complaints: Guidelines.

Stage 1: Development of pricing principles

The first stage of this work will require the ICRC to develop detailed pricing principles for the
ACT public crematorium, to guide the setting of prices for the goods and services, in a
manner consistent with ACT Competitive Neutrality Policy. The issues identified below are
considered to be relevant to the development of the pricing principles for the facility.

Key issues to be considered by the ICRC

e |dentification of core activities and resources required to deliver crematorium services at
an ACT public crematorium;

e Detailed analysis of the estimated costs of supplying crematorium services, to ensure all
costs are identified and accounted for;

e |dentification of shared activities and resources that will be used by the Authority to
deliver burial and cremation related services, and the development of a methodology
for appropriate allocation of these costs between the two areas;

e Identification of services related to the operation of the crematorium that are provided
by, or could be provided, by the ACT Government;

e Identification of any unique circumstances/requirements arising because the facility will
be publicly owned and operated that would not apply to a private sector provider; and



e Consideration of the most appropriate approach to ensuring prices for goods and
services provided at the crematorium that could alternatively be provided by private
entities, but are not necessarily directly related to core crematorium services (for
example memorialisation goods and services), are consistent with competitive neutrality
policy.

Process

To understand the activities, resources and costs of delivering public crematorium goods
and services, and to identify any synergies and/or shared costs in supplying goods and
services resulting from the Authority providing both crematorium and burial services, the
process to develop the pricing principles should include:

e consultation with the Authority;

e where appropriate, consultation with private crematorium operators within and outside
of the ACT,;

e consultation with relevant cemetery/crematorium authorities in other jurisdictions;

e the release of a public Issues Paper to explain the process and key issues, and to seek
input from stakeholders;

e the release of a draft report including the proposed pricing principles for consultation
with stakeholders; and

e the provision of a final report incorporating the pricing principles to the Treasurer, the
Minister for City Services and the Authority.

Deadline for provision of final report for Stage 1: 31 May 2020

Stage 2: Competitive neutrality analysis of pricing schedule developed by ACT Public
Cemeteries Authority

The second stage will require the Authority to submit a proposed costing methodology and
pricing schedule to the ICRC and demonstrate that these are consistent with the pricing
principles developed in Stage 1, and ACT Competitive Neutrality Policy more generally. The
ICRC will review the cost methodology and pricing schedule to ensure they are consistent
with the principles.

In its submission, the Authority may include explanatory material and describe any issues, or
unexpected outcomes identified by the Authority in developing its proposed cost
methodology and prices.

The key outcome of this work will be to ensure that prices have been appropriately
developed, that all relevant costs have been accounted for and the crematorium does not
receive a net competitive advantage solely arising from its public ownership.

Process

The process to review the proposed costing methodology and prices should be undertaken
in consultation with the Authority, and should include:



the verification of the validity of proposed costs, and their allocation between the
cemetery and crematorium operations;

a review of the proposed prices and costing methodology for compliance with the
pricing principles determined in Stage 1 and ACT competitive neutrality policy;

development of draft findings from the initial analysis;

an opportunity for the Authority to respond to the draft findings, and to provide detail
of any proposed revisions to address any identified issues; and

the provision of the final report, including any findings and recommendations, to the
Treasurer, the Minister for City Services and the Authority on a confidential basis, with a
summary of the final report suitable for public release also prepared.
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