





Inefficiency in information provision

Under the proposed FOA mechanism, AEMO has no knowledge of the net futures
position of a retailer. This enables a retailer to lodge a FOA even if it holds a negative net
position. To improve information transparency, it might be helpful for retailers to use
separate SFE clearing participants with one being used solely for FOAs.

Under this arrangement, AEMO would need the right to obtain information from the
clearer participant about the net position of the retailer. This improvement in information -
disclosure would most likely require further changes to the NEM Rules. The AEMC
would need to consider a legal structure that would give AEMO the right to access such
information and specify the obligations on the clearer participant to report that
information to AEMO.

Review timing
AEMO is currently reviewing the MCL methodology for all NEM transactions. This
review could potentially result in significant changes to the overall quantum of credit

support held in the NEM. Finalising and implementing a FOA mechanism before the
completion of this review may introduce inconsistencies in the prudential framework.

Yours sincerely
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Mr Tim Allen
Energy Trading Manager




