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5 March 2014 
 
The Clearing Manager 
C/o Warwick 
NZX Limited 
NZX Centre 
11 Cable Street, Level 1 
Wellington 
 
 
 
 
Dear Warwick, 
 
Clearing Manager - Review and Consultation of various FTR related 
methodologies and developments 

Thank you for the opportunity to provide feedback on your consultation. 
 
On reviewing the clearing managers analysis, Contact remains concerned that the 
current calculations for Daily Settlement Prices (DSP) causes divergence from the 
mathematical relationship regarding related FTR products. Whilst there is a proposal 
to fix this on price setting trades, we believe these changes need to be extended to 
all daily settlement prices. Further to this, Contact believes that there is a case for a 
reworking of the whole DSP methodology to create more consistent outcomes.  
 
With regard to initial margins and offsetting, Contact supports the introduction of 
SPAN margining to efficiently offset FTR positions and reduce onerous margin 
requirements. 
 
Please find our answers to the specific consultation questions attached. 

Yours sincerely 

Jennifer Stephen 
Forward Markets Trader 
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No. Question Contact Energy Response 

Q1 

Do you support the 
Clearing Managers 
recommended change to 
the existing Option 
Product Daily Settlement 
price assessment 
methodology including 
the introduction of a 
minimum DSP value? 

Contact supports the minimum value of $0.01 
and the removal of the weighting in the Option 
Product Daily Settlement price assessment 
methodology. 

Q2 

Do you agree that apart 
from the change as 
stipulated above, no 
further changes are 
required? 

 

Yes. 

Q3 

Do you agree that the 
Initial Margin calculation 
methodology for 
Obligation products 
should remain 
unchanged at this 
stage? 

 Yes.  

Q4 

With respect to using 
futures data for non-
futures based nodes, do 
you agree that option 2, 
as above, is the most 
appropriate 
methodology? 

Whilst Contact notes that some nodes have 
different locational risks depending on market 
conditions, given the ASX only accounts for 50% 
of methodology 1 we believe at this stage option 
2 is acceptable.  

Q5 

Do you support the 
Clearing Managers 
approach of: 
a) Greater use of inter-
related market 
evidence? and 
b) Delaying 
implementation of a 
greater use of inter-
related market data until 
required changes are in 
place? 
 

Contact agrees that the mathematical 
relationship should be applied to all products in 
an auction. However, we are also of the view that 
the relationship should hold across all daily 
settlement prices not just those arising from price 
setting trades and that some thought needs to be 
put into how this can be achieved. 
 
Contact appreciates the time constraints 
associated with these changes, however is of the 
view that this needs to be addressed with some 
priority. The introduction of new products seems 
like the appropriate time to relook at this process. 

Q6 

Do you agree with the 
Clearing Managers 
recommended change to 
Assessment 

Yes. 
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methodology to handle 
multiple hubs/node? 

Q7 

Do you agree with 
continuance of the 
current product off-
setting methodology as 
explained in option 2 
above? 
 

Contact is of the view that given that the market 
is becoming more complex with more products 
being auctioned now would be an appropriate 
time to consider introducing SPAN margining 
(option 3). Contact strongly supports option 3 
being considered and believes that it provides 
long term advantages as the market expands. 
We do appreciate that the short development 
window will likely not allow enough time to 
completely change the offsetting process at this 
stage. With this in mind, Contact believes that at 
the very least the current offsetting process 
should be extended to allow partial offsetting 
between like products in opposite directions i.e. 
BEN-HAY partially offsetting an OTA-BEN. 
Contact believes that without indirect offsetting, 
initial margins on five products may become 
unnecessarily onerous.  

Q8 

Do you agree with the 
Clearing Managers 
recommended change to 
Assessment 
methodology to handle 
multiple hubs/nodes? 

Yes. 

Q9 

Do you agree with the 
Clearing Managers 
proposed treatment as 
stipulated above with 
respect to 
reconfiguration 
auctions? 
 

Yes. 

Q10 

Do you agree with the 
requirement for a 
change in 13.249 of the 
EIPC as stipulated 
above? 
 

No longer relevant.  

Q11 

Do you have any 
comments on the 
revised interpretation of 
the treatment of 
reconfiguration 
auctions? 

Contact maintains that it seems counterintuitive 
to treat assigned FTRs and reconfigured FTRs 
differently but accepts that the interpretation 
provided by the clearing manager results in a 
similar outcome and aligns with the FTR 
manager’s proposal and system design.  

Q12 

Do you support the 
Clearing Managers 
proposed Daily 
Settlement Price 
assessment 
methodology if option 1, 
being the use of 3 

The FTR consultation summary advised the 
quarterly options would be dealt with as part of 
the Long List for the 2015 consultation rather 
than introduced at this time. Contact has 
therefore not considered these questions in its 
response to this consultation.  
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consecutive monthly 
products, is selected? 
 

Q13 

Do you agree with the 
Initial Margin calculation 
rules for quarterly strip 
products as proposed 
above? 
 

As per response to Q10. 

Q14 

 Do you agree with 
netting methodology 
rules for quarterly strip 
products as proposed 
above? 
 

As per response to Q10. 

Q15 

 If Option 1 is selected, 
do you agree with the 
approach to settlement 
of quarterly strip 
products as proposed 
above? 
 

As per response to Q10. 

Q16 

If option 2 is selected, do 
you support the Clearing 
Managers proposed 
Daily Settlement Price 
assessment 
methodology if? 
 

As per response to Q10. 

Q17 

Do you agree with the 
Initial Margin calculation 
rules for quarterly strip 
products as proposed 
above? 
 

As per response to Q10. 

Q18 

 Do you agree with 
netting methodology 
rules for quarterly strip 
products as proposed 
above? 

As per response to Q10. 

Q19 

 If Option 2 is selected, 
what of the two 
approaches above is 
your preferred treatment 
of Loss and Constraint 
amounts 

As per response to Q10. 

Q20 

 Are you satisfied with 
the treatment of 
extended assignments 
as proposed above? 

Yes. 



 

Contact Energy Limited 
 
PO Box 10742  
Wellington 6143 

 Level 2 Harbour City Tower  
29 Brandon St, Wellington 6011 

 P: +64 4 499 4001  
F: +64 4 499 4003 
 

 www.contactenergy.co.nz 

 

Q21 

 Do you agree that the 
introduction of sloped 
bids require no changes 
to the Clearing 
Managers methodology? 

Yes. 

 


