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Prear Sirfvadam,

Irefer fo the MCE discussion paper for the Application afthe Industey Levy to fund the AER
and AEMC dated March 2003 and provide the following comments.

Exxoniabil iz 2 producer of gas frem the Gippsland basin in Victoria throwsh #s subsidiacy
Eseo Auvstralia Resourees Pty Ltd, ExxonMobil Gas from Gippsland 1s supphed to customers
1t Vietoria, Now South Wales, Tasmania and South Australia. In addition, Exxonhabil is
secking to become a gas producer in PNG and the Carpacvon Basin offshore Westomn
Anstealia.  Our PMG marketing group 16 setively marketing gas into the north and east of
Avstralia wiich will require the development of 2 major new greenfields transmission
pipeline from FNC to the southern Queensland and eastem Australisn markets, Our
marketing loces for Camarven Basin pas is on export LNG sales and on firture domestic gas
sal6s opportunitics in Western Ausiralia that will be reliant on the existing trassmission and
distribution infrasmuctrre and its efficient fumce development.

Az a miger Australian zas producer and participant in the Austealian gas industry,
Bxxontviobil has a significant interest in the restencturing of the energy regulatory
envirgniment. ExxonMobil believes that crilical to the supply of gas to the Australian markers
i5 an efficient and competitive cnergy industry and an efficient regulatory environment.

ExxonMobi] cotrunends the COAG moves to restmeiure the regulatory environment and o
remove duplication with the formation of the AER and AEMC. However, Exzonhfobil 1s not
persuaded that divectly lewnying industey 13 an appropoae mechanism for funding these new
veniral regulators. Inparticular, it seems mappropriate for a body charged with, repulating and
potentially taking legal action against companias to be reliant on those same organdsations for
itz funding.

Excconhvlobil believes that ifan industry levy is to apply its structure should be based on the
Tallowing key poneiples;

+  Costs showld be determined through a ngorous transparent forward budgeting process.
Users must be salisfied a3 to appropriateness and efficiency.
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= Built into soy determination of costs should be a commitment to ongoing regulatory cost
reduclion.

¢ Budgsted costs should be firm for the period to which they apply te ensure market
eertainty. “The period for udeeting shouald be long encueh 1o provide prediciability and to
minimise cosls - 4 penod of 3 yours may be appropate.

= Burdget over-run costs dopng the penied should be funded diteetly by Government and not
by induztry. Budget under-runs should be allocated to the next period to minimise cost
pass-on during the next period.

+ Budpsted costs should be allacated to each enerey jndustry subset feg. alectreity retailer,
electricity trangmdission business, electdeity disteibuion bosiness, gas retadlor, oo,
regilaled by the AER and ABMC, on 4 bisis proporfionate bo the regnbator work effort
related to that industry subzet. Within each subset of commeon participants the cosiz
should be fairly allocated s individual participats on at eneray basis,

+ Duplication of regelatory processes by other Federal hodies and individusl State
regulators must cease and the fees impesed on industoy for such duplisated services must
be remowead.

» Finaily, a5 rised within the discussion paper, it is vital that any new levy impost on
crnergy businesses be able to be passed throsgh to the end consumer within the
commpetitive market. A key stopple for such pass theongh is the propensity for State
Government impaosed retail price ¢aps that arc wpplicd to both gas and electricity.
ExxonMaobil is fundamentally opposed to such price caps as distorting normal market
forees and competition, and discourzging investment. Soch price caps must be romoved
b enahle the market te cificicntly and competitively pass throagh any new levy ko end
COLEINIETS,

Exxontdobil thanks the MCE for the opporfunity to corament on the discuszion paper for the
application of the Industry Levy fo fund the AER and AEMC and will Jook forward 1o
eotarnenting further ag the MCE develops roore detailed proposals.

If you have any questions rogarding this submission or would like to atvange a time to discuss
it further please do not hesitats to contact me on (033 D270-3457 or you can conlact Nigel
Colling on (03) 9270-3682,

Yours singerely,

. Wl A

M. M Heath
Gas & Power Marketing blanagor



