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[bookmark: _Toc219894392][bookmark: _Toc219895050][bookmark: _Toc221613515]Review of AEMO Governance – Discussion paper
[bookmark: _Hlk220443086]
In December 2025, the Energy and Climate Change Ministerial Council (ECMC) commissioned a review of the governance of the Australian Energy Market Operator (AEMO). This review aims to ensure AEMO’s governance arrangements remain fit for purpose currently and in a future market design. The review is being led by Mr Nigel Ray PSM, a governance specialist, supported by a Commonwealth-led secretariat with secondees from jurisdictions and AEMO. 
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[bookmark: _Toc221782613][bookmark: _Toc221801843]Context
[bookmark: _Toc221613517][bookmark: _Toc221782614][bookmark: _Toc221801844]Australia’s energy transformation
[bookmark: _Toc221100946]Australia’s energy system is undergoing unprecedented change. Households are actively investing in solar panels, batteries and electric vehicles, while rapid technological change and shifts in global investment are driving a move to more flexible energy systems. Australia is at the forefront of this transformation – with renewables making up over 40% of generation in our two largest grids, and 50% of generation in the National Electricity Market (NEM) in the last quarter of 2025. 
This transformation offers a once-in-a-generation opportunity to design and deliver a smarter, more flexible and more secure energy system. This is also a significant coordination challenge, which has required an increasing role for governments – to work together to solve complex and interrelated challenges, set a long-term and sustainable vision for the energy sector, and maximise benefits to consumers.
AEMO plays a critical role in Australia’s energy system and the energy transition – overseeing the operation and security of energy markets, monitoring and restoring energy system performance, and advising on the design of the future system. AEMO is an independent system and market operator, performing the functions conferred on it by national and jurisdictional energy legislation and in accordance with the Statement of Role issued to it by Energy Ministers.  
Like other system and market operators globally, as the energy landscape has changed, the way AEMO meets its core statutory functions has also had to change in response to policy needs associated with the energy transition. Energy Ministers consider it timely to review whether AEMO’s governance arrangements remain suitable and allow AEMO to operate efficiently, effectively and transparently, or whether alternative arrangements are needed given the changes in our energy system.
[bookmark: _Toc221612611][bookmark: _Toc221613520][bookmark: _Toc221782615][bookmark: _Toc221801845]AEMO’s evolving role
AEMO was established in 2009 as the independent market and system operator and national transmission planner for the NEM, and operator of Australia’s gas markets in the eastern and south-eastern jurisdictions and of the Victorian gas transmission system. 
AEMO is responsible for the day-to-day operation and administration of both the power system and electricity wholesale spot market in the NEM and Western Australia’s Wholesale Electricity Market (WEM), the retail gas and electricity markets, the wholesale spot gas and pipeline capacity markets, energy system forecasting and planning, and other supporting activities. As the independent system operator, AEMO aims to balance supply and demand and maintain system security and adequacy of supply. AEMO’s role requires it to make impartial operational decisions that support efficient market outcomes within the energy market rules, guided by the energy objectives and policy frameworks set by the ECMC and relevant jurisdictions. 
AEMO’s role directly impacts consumers. Through the operation and administration of wholesale markets, AEMO helps to ensure that electricity and gas are supplied reliably and at lowest cost, with these costs ultimately being passed onto consumers. In addition, AEMO plays a critical role in planning the energy system to meet both consumer needs and emissions targets – in accordance with the targets statement maintained by the Australian Energy Market Commission (AEMC). This includes forecasting demand, assessing options to meet future demand, and identifying the lowest-cost, secure and resilient, pragmatic path to ensure the NEM supports net zero by 2050 – which in turn informs governments’ consumer energy policy positions. 
Australia’s energy landscape has continued to evolve rapidly as the nation transitions to net zero. This has prompted governments and rule makers to expand AEMO’s functions under national energy legislation and through the conferral of jurisdictional roles.
Since establishment, new functions have been conferred on AEMO as a result of transfers of responsibility (e.g. independent power system and market operations in the WEM), and the creation of new markets and roles (e.g. new gas markets, gas supply reliability and adequacy of supply functions, Capacity Investment Scheme tender delivery partner). In November 2025, AEMO transferred the Victorian jurisdictional transmission planning function to VicGrid. 
In addition, AEMO’s original responsibilities have progressively evolved under the energy rules and in line with energy policy direction, including the evolution of the National Transmission Planning function to incorporate the development of the Integrated System Plan (ISP). AEMO’s data and analysis is used for an increasing range of policy and public purposes – on both the supply and demand sides. AEMO also provides services to support its majority-owned subsidiary, AusEnergy Services Ltd (ASL), which acts as the Consumer Trustee for the NSW Electricity Infrastructure Roadmap and as the independent Scheme Administrator for the South Australian Firm Energy Reliability Mechanism. 
AEMO has been given cybersecurity functions to support the secure operation of the power system, which is crucial to Australia’s economic and national security. In 2025, there were nearly 650 registered participants in the NEM. This, combined with the increased frequency and severity of climatic events, and an increased prevalence of cyber incidents targeting critical infrastructure, significantly complicates the operating environment. Sufficient accountability to government and a clear mandate in this rapidly evolving environment are essential to discharge the organisation's role.  
This evolution of AEMO’s responsibilities has occurred alongside a series of reviews that examined various aspects of AEMO’s governance arrangements, including: 
· The 2013 AEMO Governance Review – an internal review of AEMO’s governance arrangements after three years of operation. This review involved public consultation and resulted in minor amendments to improve the effectiveness of AEMO’s existing governance processes.
· The 2015 Review of Governance Arrangements for Australian Energy Markets (the Vertigan Review) which considered governance arrangements in the energy market. The panel concluded that the division of functions across market bodies was fundamentally sound but suggested areas for improvement to adapt to emerging challenges.
· The 2017 Independent Review into the Future Security of the National Electricity Market (the Finkel Review) which resulted in:
· stronger governance through the creation of the Energy Security Board (ESB) – designed to strengthen and improve the coordination of market bodies[footnoteRef:2] [2:  At the 19 May 2023 ECMC meeting, Energy Ministers agreed on a new model, with the Energy Advisory Panel to coordinate market bodies’ advice to governments under the National Energy Transformation Partnership on issues relating to the security, reliability, and affordability of Australia’s east coast energy system.] 

· enhancing AEMO’s role in system planning to inform future investment decisions and improve NEM-wide connectivity. This was implemented through rule changes requiring the development of the ISP.
· The 2024 Senate Select Committee on Energy Planning and Regulation, whose majority report noted that evidence presented indicated the market bodies’ governance frameworks were no longer fit for purpose. The Committee recommended a review of institutional arrangements for governance of the NEM, including but not limited to the roles and responsibilities of the market bodies. 
· The 2025 NEM Wholesale Market Settings Review, which made several recommendations that would expand or affect AEMO’s roles and responsibilities. Some examples include that AEMO would need to develop a mandatory framework for price-responsive resources’ visibility and participation in dispatch, and deepen its work on defining and forecasting essential system services and system needs.
· The 2025 Gas Market Review, which made several recommendations relating to AEMO’s role – including to manage gas supply adequacy and reliability risks (Stages 1 and 2), optimise the efficient operation of its centralised trading market to increase accessibility and transparency of wholesale gas, support work underway to expand its powers to better address gas supply and infrastructure constraints, and expand its reporting remit on the Gas Bulletin Board.
[bookmark: _Toc221782616][bookmark: _Toc221801846][bookmark: _Toc221100951][bookmark: _Toc221612612][bookmark: _Toc221613521][bookmark: _Hlk221136847]Review purpose and scope
[bookmark: _Toc221782617][bookmark: _Toc221801847]Purpose of the review
In the context of Australia’s changing energy landscape and the associated expansion of AEMO’s role, the review will assess whether AEMO’s governance arrangements are fit for purpose, now and in a future market design. It will consider if amendments are needed to:
· enhance transparency and accountability
· streamline processes and minimise duplication
· better reflect the current environment and practices.
These foci aim to ensure AEMO’s governance arrangements can support the organisation in remaining flexible and agile to meet its responsibilities under national and state energy legislation and the Australian Energy Market Agreement (summarised at Attachment A). 
The terms of reference, which outline the full scope of the review, are at Attachment B. A high-level overview of AEMO’s current governance arrangements is at Attachment C. 
The review will be informed by responses to this discussion paper and targeted consultation. The findings and recommendations will be provided to the ECMC for consideration in May 2026. 
[bookmark: _Toc221782618][bookmark: _Toc221801848]Scope of the review
The review will examine whether AEMO’s governance arrangements remain appropriate, given the evolution of the organisation’s functions and duties over time, or whether changes to the corporate legal structure and membership arrangements of AEMO and its associated entities are warranted. This will include considering alternative options for the governing legislative framework for AEMO, its board and its members. 
The review will also explore other opportunities to enhance AEMO’s governance arrangements, recognising its important role in the transformation through the planning and operation of electricity and gas markets. This includes: transparency and capacity to share information with governments; the determination, oversight and scrutiny of AEMO’s budget; board appointment processes; government oversight of AEMO’s performance; management of perceived and actual conflicts of interest; and AEMO’s responsiveness to government instructions/directions.
The review will consider the recommendations of recent reviews and will avoid duplication of effort and findings where possible. Specifically, it will not duplicate, and will ensure consistency of findings with, the next stages of work relating to:
· the NEM Review recommendations – in particular where they relate to AEMO and its subsidiary ASL
· the Gas Market Review recommendations – particularly as they relate to: gas supply, security and trade; market conduct and efficiency; and market transparency. 
The review will have regard to national energy laws and rules establishing the functions of market bodies, but the overarching national energy governance framework and architecture is not within the scope of this review.
[bookmark: _Toc221782619][bookmark: _Toc221801849]Key discussion points
The following topics highlight key elements of the terms of reference to draw out stakeholder perspectives. Stakeholders are encouraged to review the full terms of reference, and are invited to provide feedback on all elements.
[bookmark: _Toc221782620][bookmark: _Toc221801850]AEMO’s governance framework
	Relevant terms of reference
The review will evaluate and make recommendations to Energy Ministers on: 
· whether changes are warranted to enhance the formal corporate legal structure of AEMO including its associated entities, and if so, the options compared to status quo, acknowledging AEMO’s evolving role and increasing influence as system planner, market operator and policy delivery body
· AEMO’s membership and corporate structure; and consideration of whether corporation law, Public Governance, Performance and Accountability Act 2013 (Cth) or a new statutory establishment under the South Australian Parliament should provide the governing legislative framework for AEMO and its board
· measures that could be introduced to enhance AEMO’s transparency and capacity to share information with governments
· the extent to which current governance activities are efficient and effective to provide governments with sufficient oversight on the performance of AEMO in meeting its objectives.


A focus of the review relates to AEMO’s operation as a not-for-profit company limited by guarantee under the Corporations Act 2001 (Cth), with members that do not hold shares or receive dividends, and directors that are subject to the same legal duties and liabilities as directors of other public companies. This governance arrangement was established to provide market participants with confidence that AEMO would act competently and independently, and provide governments with confidence in AEMO’s capability to maintain power system security and reliability. 
As AEMO’s role has evolved, concerns have been raised over the breadth of AEMO’s functions. AEMO concurrently performs planning, forecasting, market operation, system operation and – in some jurisdictions – investment‑related roles. The review will consider whether there is a need to adapt governance arrangements to ensure, for example, that AEMO is appropriately equipped to manage its functions and associated risks, including the potential for actual or perceived conflicts of interest (discussed further below). The review will consider whether other entities might be better placed to take on any of the current functions of AEMO and/or its associated entities. 
The review will also consider whether AEMO’s governance and reporting arrangements provide sufficient transparency and public accountability regarding AEMO’s performance. AEMO is generally not subject to ministerial direction in performing its statutory functions on a day-to-day basis, but must prioritise (and set and assess performance against measures based on) achievement of ECMC policy reflected in Energy Minister’s Strategic Energy Plan, and comply with the rules that the AEMC must set in a manner consistent with achieving ECMC policy direction. These requirements are reflected in AEMO’s Statement of Role. 
AEMO must also comply with requests from one or more Energy Ministers ‘for information, a report or other services’ under national electricity and gas laws. For requests made by individual jurisdictions, AEMO has previously sought payment to facilitate compliance with such requests (see the ‘Budgeting and implications for AEMO’s responsiveness to governments’ section for discussion of AEMO’s cost recovery framework). 
AEMO is not subject to parliamentary scrutiny through processes such as Senate Estimates or state and territory equivalents, although AEMO does consult with stakeholders, including on its fee structure and annual budget, and has an external committee to consult on budget setting activities. AEMO is not subject to Freedom of Information (FOI) laws. 
The review will also examine whether there is a need to enhance AEMO’s capacity to protect and share information of significant interest to government agencies in developing policy and programs, and/or in managing risks (including national security risks), through changes to data sharing and/or security arrangements.
Potential options include, but are not limited to:
· retaining AEMO’s existing corporate form, but making incremental improvements to governance (potentially through greater clarity of accountabilities, increased reporting and oversight, more use of the investment committee structure, and revisiting the membership balance, conflict of interest protocols, and board appointment processes, for example) 
· a partial separation of functions, for example by transitioning planning and policy-like functions to an alternative entity with greater government oversight – to create a clearer line of accountability to ministers
· transitioning AEMO to:
· an entity with governance, oversight and reporting obligations under the Public Governance Performance and Accountability Act 2013 (Cth), such as a corporate Commonwealth entity
· another type of independent statutory body – for example, established under South Australian legislation (as the jurisdiction hosting the national energy framework, and similar to the AEMC).
In assessing these and other options, the review will consider potential further evolutions to AEMO’s role (such as those recommended by the NEM Wholesale Market Settings Review and the Gas Market Review), impacts on ASL, accounting implications (discussed in the ‘Budgeting and implications for AEMO’s responsiveness to governments’ section), and other advice as relevant.
[bookmark: _Toc221782621][bookmark: _Toc221801851]Membership structure and Board of Directors
	Relevant Terms of Reference
The review will evaluate and make recommendations to Energy Ministers on: 
· AEMO’s membership and corporate structure
· board appointment processes
· the need for reforms, including potential for divestments, that could enhance management of perceived conflicts of interests and roles.


AEMO is governed by a Board of Directors, which oversees AEMO’s operations to ensure AEMO meets corporate objectives and responsibilities. The AEMO Constitution sets out the roles, responsibilities and powers of the AEMO Board and requires between 5 and 10 board directors, including between 3 and 6 directors with specific industry experience, as discussed below. The Board is a mix of independent and non-independent directors, with the majority (and the Chair) required to be independent. 
The Board’s Nominations Committee, whose members are nominated by the AEMO Board Chair for Board approval, is responsible for determining the skills and experience required of new Directors and considering potential candidates, including those nominated by Energy Ministers. The Committee provides its recommendations to the Independent Energy Appointments Selection Panel, which shortlists candidates for decision by Energy Ministers.
Under AEMO’s constitution, the exercise of AEMO’s statutory functions is reserved to the Board, to the exclusion of the AEMO members. This ensures the independence of the Board’s decision-making. A Director is considered independent if they are not a member of management and are free of any business or other relationship that could materially interfere with their judgment or could reasonably be perceived to do so. 
Member’s voting power is split between governments (60% share) and industry (40% share). AEMO’s members cannot benefit through financial returns. Power to appoint Board directors sits with Ministers through the ECMC with members only voting on whether the report and list of candidates from the independent selection panel goes forward to the ECMC. Given their 40% voting power, industry members’ approval is only required for decisions that must be passed by special resolution (≥75% votes in support) under the Corporations Act 2001 (Cth), such as amending the AEMO Constitution and varying the rights of a member class.
While government members hold the majority voting share, there are perceived tensions between the commercial interests of industry and governments’ public-interest objectives (such as cost-of-living considerations), which assume greater significance given AEMO’s central role in managing and planning for the energy transition. Relevant industry experience is an important component of the expertise and skills to be represented on the AEMO Board, although directors do not represent industry members and are not nominated by them or appointed to represent them. 
The review will examine the suitability of AEMO’s board and membership structures in the context of its expanded functions. This will include the board appointment process; membership composition; processes for managing actual and perceived conflicts of interest; and how to balance public interest objectives, industry interests, and national security concerns (such as through enhanced reporting obligations).
[bookmark: _Toc221782622][bookmark: _Toc221801852]Budgeting and implications for AEMO’s responsiveness to governments
	Relevant terms of reference
The review will evaluate and make recommendations to Energy Ministers on: 
· how the determination, oversight and scrutiny of AEMO’s budget can be enhanced
· the efficacy of how AEMO receives and responds to instructions/directions from Energy Ministers to meet their expectations and their responsibilities to the long-term interest of energy consumers
· any other options to ECMC to enhance AEMO’s governance arrangements, noting that any recommendations that involve changes to AEMO’s constitution, membership, board appointments and corporate structure will be informed by accounting and other advice, where relevant.


Under the National Electricity Law (NEL) and National Gas Law (NGL), AEMO operates on a not-for profit but full-cost-recovery basis, recovering its operating costs through fees paid by market participants and network service providers. These ‘participant fees’ are set under national energy legislation in consultation with stakeholders. 
In addition, an increasing portion of AEMO’s activities are directly funded by state and national governments to deliver specific activities tasked by governments and via fee-for-service arrangements. For major reforms and projects within AEMO’s statutory functions that are not included in the existing participant fee structure, the National Electricity Rules (NER) include a mechanism for AEMO to recover fees by making a determination in accordance with the ‘Rules consultation procedures’ (a public stakeholder consultation process with requirements mandated by the NER. Corresponding provisions apply under the National Gas Rules (NGR)). 
AEMO consults on, and publishes, its annual budget and fees – which set out the financial year revenue requirements to meet the organisation’s objectives and performance measures. In 2021, AEMO established the Financial Consultation Committee (FCC), to enhance transparency, around AEMO’s budget process and ongoing financial health. The FCC comprises members across industry, government and consumer groups who provide feedback directly to AEMO on its strategic priorities, budgets and financial performance.
Over the past 5 years, as it has been tasked with new functions and activities and its roles have evolved, AEMO’s budget has nearly tripled, prompting greater interest in how spending decisions are made, prioritised and overseen. The review will examine whether AEMO’s existing approach provides sufficient transparency and responsiveness – to market participants regarding fees charged, and to governments regarding budget management in the interests of market participants, other energy consumers, and taxpayers.
This is particularly important, as AEMO’s expanded functions have flow-on costs to consumers. The majority of AEMO’s funding is recovered through fees paid by registered participants in the electricity and gas markets, which are passed through to consumers. AEMO estimates that their functions to keep the NEM operating safely, reliably and securely – and to support the operation and evolution of the NEM – costs residential consumers approximately $16 per year and small businesses $20 per year. This is in addition to the growing portion of AEMO's government-funded activities, which are ultimately paid for by taxpayers.
At the same time, questions have been raised about the implications of AEMO’s cost-recovery framework for its ability to meet the expectations of Energy Ministers in a timely way. Cost recovery to resource ministerial requests may be difficult for AEMO if there is not an explicit legal mandate. If AEMO cannot fully recover its costs it is exposed to the risk of insolvency. Similarly, if it undertakes tasks outside its statutory functions and powers it may be exposed to unfunded liability in excess of statutory limitations. There is a risk that this framework could have implications for the AEMO Board’s interpretation of its legislative role.
The challenge is that the process to change the legislation to clarify existing functions or add new ones can be lengthy, meaning that differing views regarding the scope of AEMO’s existing statutory functions have at times delayed work seen as urgent by governments. Moreover, while the cost recovery framework appropriately requires consultation with market participants, this can be difficult for sensitive matters that cannot be discussed publicly.
This review will examine ways to retain AEMO’s ability to recover costs from market participants, while enhancing budgetary oversight and AEMO’s ability to be responsive to governments. 
[bookmark: _Toc221100955][bookmark: _Toc221612616][bookmark: _Toc221613525][bookmark: _Toc221782623][bookmark: _Toc221801853]Consultation questions
	[bookmark: _Toc221100956]Governance framework
· Do the matters raised in this discussion paper reflect relevant concerns, and are they accurately articulated? 
· What are the pros and cons of the options to retain AEMO’s current corporate structure with incremental governance improvements, or transition to a corporate Commonwealth entity or to a statutory body established under state or territory legislation? 
· Could separating specific functions from AEMO – and establishing distinct governance arrangements – help address the matters raised, or what might be other non-structural ways to address them?
· What criteria, or principles, might assist in choosing between the options available to improve AEMO’s governance?
· What safeguards might be appropriate under the potential governance options discussed?
Membership structure and Board of Directors
· Is the current membership model and board composition fit for purpose to support AEMO in meeting the needs of industry and government, now and in a future market design?
· Are there opportunities for change to AEMO’s membership and/or board model to help ensure the interests of industry and governments are appropriately balanced, while maintaining industry expertise?
· Could the current processes for managing board appointments and actual or perceived conflicts of interest be improved (see Attachment B)?

Budgeting and implications for AEMO’s responsiveness to governments
· What improvements, if any, could be made to AEMO’s existing approach to budget management and cost recovery to materially improve transparency, accountability and responsiveness to governments, while maintaining AEMO’s independence?
· Are the current governance and oversight arrangements fit for purpose to:
· ensure AEMO’s costs meet customer expectations, and 
· seek to minimise impacts on consumers and their bills, in the context of changing demand-side participation in the energy system?
· What are the budgetary/cost recovery implications of the potential governance options discussed on page 6?
Other
· Do you have any other thoughts on the matters raised in this discussion paper and in the Terms of Reference?




[bookmark: _Toc221100957][bookmark: _Toc221612617][bookmark: _Toc221613526][bookmark: _Toc221782624][bookmark: _Toc221801854]Next steps 
The review will assess public feedback in response to this discussion paper to help inform development of findings and recommendations that address the terms of reference. Following the consultation process, the review will prepare a report containing recommendations for endorsement by Energy Ministers at the first ECMC meeting of 2026. Any changes flowing from the ECMC response will be considered separately in future implementation phase of work. 


[bookmark: _Toc221782625][bookmark: _Toc221801855][bookmark: _Toc221100958][bookmark: _Toc221613527]Attachment A: AEMO’s purpose and objectives
As Australia's independent system and market operator and system planner, AEMO's purpose is ‘to ensure secure, reliable, and affordable energy and to enable the energy transition for the benefit of all Australians’.[footnoteRef:3] [3:  AEMO (2024). Submission to the Select Committee on Energy Planning and Regulation.] 

AEMO’s functions, prescribed through national and Western Australian electricity and gas laws, seek to promote the efficient investment in, and efficient operation and use of, gas and electricity for the long-term interests of Australian consumers. 
In doing so, AEMO must have regard to the national electricity and gas objectives set out in the NEL and NGL, which include:
· price, quality, safety, reliability and security of supply of electricity and gas; and
· the reliability, safety and security of the national electricity system; and
· the achievement of targets set by a participating jurisdiction –
· for reducing Australia’s greenhouse gas emissions; or
· that are likely to contribute to reducing Australia’s greenhouse case emissions. 
AEMO summarises its areas of responsibility as:
· maintaining secure electricity and gas systems
· managing electricity and gas markets
· leading the design of Australia’s future energy system.[footnoteRef:4] [4:  AEMO. What we do, accessed 10 February 2026.] 

In addition to these responsibilities, AEMO’s FY26 Strategic Corporate Plan outlines the four strategic priorities that have guided its operations since FY22:
· ‘Operating today’s systems and markets – keeping the lights on and the gas flowing
· Navigating the energy future – using the data, analysis and insights to guide future energy investment and market reforms
· Engaging stakeholders – building trust among governments, businesses and communities
· Evolving the way AEMO works – modernising AEMO’s processes and systems, while making AEMO an easier place to work with.[footnoteRef:5]’ [5:  AEMO (2025). Strategic Corporate Plan FY26.] 



[bookmark: _Toc221782626][bookmark: _Toc221801856]Attachment B: Terms of reference
This terms of reference sets out a review endorsed by Energy Ministers and led by the Australian Government Department of Climate Change, Energy, the Environment and Water (DCCEEW) into the Australian Energy Market Operator’s (AEMO) governance arrangements.
[bookmark: _Toc221612618]Background
AEMO was established in 2009 to manage the National Electricity Market (NEM) in the eastern and south-eastern states and Australian gas markets. It is responsible for the day-to-day operation and administration of both the power system and electricity wholesale spot market in the NEM, the retail electricity markets, the retail and wholesale gas markets, development of a National Transmission Plan, and other supporting activities.
Since the establishment of AEMO, the energy landscape has continued to evolve rapidly on both the demand and supply sides of the system. The functions of AEMO have expanded under national laws and through the assumption of jurisdictional roles, with its roles in:
· transmission planning, with the Integrated System Plan becoming the focal point in development of the national grid
· grid strength and support, through overseeing system strength and enhanced tools for reliability and reserve trading
· gas market reliability and security, with powers to intervene to address threats to security across the east coast gas system (ECGS)
· market and system advisory and analysis services, with AEMO’s data and analysis used for an expanding range of policy and public purposes
· providing services to jurisdictional energy investment schemes via its part-owned subsidiary, AusEnergy Services Limited (ASL).
Given the pace and scale of the energy transition, it is timely to review the governance arrangements to ensure they remain fit for purpose to support AEMO in remaining flexible and agile to meet its responsibilities as set out in the Australian Energy Market Agreement.
[bookmark: _Toc221612619]Scope 
The review will focus on the current arrangements of AEMO and whether it is fit for purpose currently and in a future market design. The analysis will provide findings and recommendations to Energy Ministers on the current governance arrangements of AEMO and if amendments are needed to:
· enhance transparency and accountability
· streamline processes and minimise potential duplication
· better reflect the current environment and practices.
The review of AEMO will evaluate and make recommendations to Energy Ministers on: 
· [bookmark: _Hlk216263183][bookmark: _Hlk216263225]whether changes are warranted to enhance the formal corporate legal structure of AEMO including its associated entities, and if so, the options compared to status quo, acknowledging AEMO’s evolving role and increasing influence as system planner, market operator and policy delivery body
· AEMO’s membership and corporate structure; and consideration of whether corporation law, Public Governance, Performance and Accountability Act 2013 or a new statutory establishment under the South Australian Parliament should provide the governing legislative framework for AEMO and its board
· the need for reforms, including potential for divestments, that could enhance management of roles and perceived conflicts of interests
· measures that could be introduced to enhance AEMO’s transparency and capacity to share information with governments
· how the determination, oversight and scrutiny of AEMO’s budget can be enhanced
· board appointment processes
· the extent to which current governance activities are efficient and effective to provide governments with sufficient oversight on the performance of AEMO in meeting its objectives
· the efficacy of how the AEMO receives and responds to instructions/directions from Energy Ministers to meet their expectations and their responsibilities to the long-term interest of energy consumers
· any other options for the Energy and Climate Change Ministerial Council (ECMC) to enhance AEMO’s governance arrangements, noting that any recommendations that involve changes to AEMO’s constitution, membership, board appointments and corporate structure will be informed by accounting and other advice where relevant.
The review will consider the recommendations of recent reviews and will avoid duplication of effort and findings where possible. 
Specifically, the review will not duplicate and will ensure consistency of findings with the next stages of work relating to the NEM Review recommendations, in particular where they relate to ASL (of which AEMO is a member).
[bookmark: _Hlk221101882]The review will have regard to national energy laws and rules establishing the functions of market bodies, however the overarching national energy governance framework and architecture is not within the scope of this review. Noting this broader context, the review will consider governance arrangements which are robust to evolving regulatory and market environments.
[bookmark: _Toc221612620]Conduct of the review
The review will be undertaken by a senior public sector governance specialist, supported by a Commonwealth-led secretariat including jurisdictional secondees.
A final written report will be provided to ECMC at its first meeting in 2026 (expected to be May 2026). 
[bookmark: _Toc221612621]Consultation 
The review secretariat will undertake consultation with key stakeholder groups, including the Australian, state and territory governments, the Australian Energy Market Commission (AEMC), the Australian Energy Market Operator (AEMO), the Australian Energy Regulator (AER), industry participants, unions and consumer representatives on relevant matters.
The review Chair will circulate a draft report out of session to Energy Ministers before making final recommendations.
[bookmark: _Toc221613528][bookmark: _Toc221782627][bookmark: _Toc221801857]Attachment C: Overview of AEMO’s current governance arrangements
[bookmark: _Toc221612622]Corporate structure
AEMO is a company limited by guarantee incorporated under the Corporations Act 2001. In a company limited by guarantee: members do not hold shares; dividends are not distributed to members (unlike companies limited by shares); members’ liability is limited to the amount they guarantee to contribute if the company is wound up (under AEMO’s Constitution, members’ liability is limited to $1.00); directors are subject to the same legal duties and liabilities as directors of other public companies.
AEMO is governed by the AEMO Constitution and the requirements of the energy legislation summarised in the Legislative framework section below. In 2022 the Energy and Climate Change Ministerial Council (ECMC) issued a Statement of Role (SOR) to AEMO setting out their understanding of AEMO’s key roles under the national energy laws and the Australian Energy Market Agreement, the National Electricity Market and Australia’s international obligations 
[bookmark: _Toc221612623]Legislative framework
AEMO performs the functions and exercises the powers conferred on it under national and Western Australian electricity and gas laws. See AEMO | Legislation and regulation for an overview of AEMO’s legislative framework and AEMO | What we do for a description of AEMO’s energy market functions.
In carrying out its statutory functions, AEMO operates within a detailed framework of laws, regulations and rules which prescribe its activities and how they are conducted. Any discretion AEMO exercises is limited by those regulatory frameworks, and guided by the relevant law’s objectives. In addition, jurisdictions have over time decided to confer certain functions on AEMO for their jurisdictions. 
The rules of the various markets provide for dispute resolution procedures and a person aggrieved can apply to the courts for judicial review of AEMO decisions and determinations.
The Australian Energy Regulator (AER) monitors and enforces AEMO’s compliance with its obligations in performing AEMO’s statutory functions under national energy legislation including in operating the NEM power system and wholesale markets for electricity and gas. The Australian Energy Market Commission (AEMC) develops changes to the national gas, electricity and retail rules that govern the respective markets. AEMO is separate from both the AER (established under Commonwealth legislation) and the AEMC as the rule-making body (established under South Australian legislation).
Outside of the NEM, the Economic Regulation Authority (ERA) monitors and regulates the Wholesale Electricity Market (WEM) in Western Australia. The ERA also monitors participants’ behaviour in WA’s wholesale electricity and gas markets and investigates and enforces compliance with the rules of the market. 
[bookmark: _Toc221612624]Governance architecture established by Energy Ministers
The Australian Energy Market Agreement (AEMA) is the intergovernmental agreement governing the co-operative national legislative framework for the national energy laws entered into between the Commonwealth and states and territories. It establishes the national governance model for the Ministerial Council and energy market bodies (AEMC, AER and AEMO). It sets out the process for considering and approving amendments to the national energy laws. 
The SOR issued in 2022 summarises AEMO’s formal governance architecture. It clarifies key elements of AEMO’s governance recognising the legal context of AEMO’s Constitution and statutory roles including:
1) The shared role of energy ministers in energy market governance ("Energy Ministers have oversight of national energy policy, as well as the governance and associated institutional arrangements and regulatory frameworks”)
2) The primacy of AEMO’s statutory roles and constitution (“In the event of any inconsistency between this Statement of Role and AEMO’s obligations under law and/or its Constitution or the AEMO directors’ duties, the latter instruments and duties prevail.”)
The SOR provides a role for Energy Ministers to approve plans and performance indicators and to provide feedback on AEMO’s performance against performance under those plans. Consistent with the SOR, AEMO develops performance indicators, self-assesses and publicly reports against these by publishing its Strategic Corporate Plan, Statement of Corporate intent, and an Annual Report. AEMO seeks and receives regular structured feedback on its performance from governments and a diverse range of stakeholders. 
[bookmark: _Toc221612625]Accountability to and engagement with jurisdictions
AEMO is not an agency of any government, but it has government members comprising the Commonwealth, the states and the ACT (see Members). AEMO is accountable to the ECMC responsible for the national energy policy, the governance and institutional arrangements for the Australian energy market and the legislative and regulatory framework for the Australian energy market. Under the AEMA, the jurisdictions have agreed that the ECMC will not be engaged directly in the day-to-day operation of the energy markets or the conduct of regulators. 
There is a high level of regular engagement between AEMO and jurisdictions. The national energy legislation includes specific requirements to consult with or advise jurisdictions, for example, in relation to AEMO’s Reliability and Emergency Reserve Trader and Orderly Exit Management Framework functions in the National Electricity Rules. In addition to statutory reports and consultations, AEMO engages with governments regularly to discuss AEMO reports, operational insights and other matters. For example, AEMO consults with jurisdictions to identify the government policies it considers in Integrated System Plan (ISP) modelling in accordance with its Consultation with jurisdictions for the Integrated System Plan: Guideline. 
AEMO is not generally subject to direction by a Minister in relation to the performance of its statutory functions. However, the ECMC (and individual Ministers) may ask AEMO “for information, a report or other services” under national electricity and gas laws. AEMO must comply with such a request. 
AEMO assists Parliaments on energy issues by appearing before and providing evidence to parliamentary inquiries and supports jurisdictions in meeting their Parliamentary reporting and scrutiny requirements. 
[bookmark: _Toc221612626]
Engagement with market participants
AEMO engages extensively with market participants in performing its functions through formal and informal consultations, workshops, webinars, briefings, forums and committees.
AEMO consults on its proposed decisions, procedures and publications as required by national energy legislation and more extensively when needed. For example, in developing the 2026 Draft Integrated System Plan, AEMO engaged 1,400 stakeholders, delivered 37 presentations and reports, hosted 17 webinars, and considered 241 written submissions. In addition to its consultation obligations, AEMO engages on a range of other programs and initiatives consistently with its Stakeholder Engagement Framework. For example, it convenes the NEM Reform Delivery Committee which oversees and advises on the implementation planning for the NEM Reform Program.
[bookmark: _Toc221612627]AEMO Board and Directors
AEMO is governed by a skills-based Board of Directors. The roles, responsibilities, and powers of the AEMO Board are set out in the AEMO Constitution. The Board of Directors is the only decision-making body that is responsible for the performance of AEMO’s statutory functions. Under the AEMO Constitution, the Directors, to the exclusion of the members, have responsibility for satisfying any requirement or discharging any duty under the National Electricity Law, National Gas Law or any other law or legislative instrument. The exclusion is intended to ensure market and stakeholder confidence in the independent and impartial decision-making of the Board. The AEMO Board has established the following subcommittees: Finance, Risk & Audit; Technical, Markets & Systems; People; and Nominations. 
The ECMC appoints all AEMO Directors (except the Managing Director) in accordance with the AEMO Constitution and documents maintained by the ECMC (the Protocol for Appointments to Australian Energy Market Governance Institutions & Panels and Independent Energy Appointments Selection Panel Terms of Reference). The AEMO Constitution requires AEMO’s Chair and the majority of the Board to be Independent Directors. All Directors are bound by the conflict of interest frameworks discussed below. 
[bookmark: _Members][bookmark: _Toc221612628]AEMO members
[bookmark: _Hlk217308417]AEMO has both government members comprising all Australian governments (except the NT) and industry members. All registered energy market participants are eligible to apply to become industry members of AEMO. There are currently 95 industry members of AEMO. For context, as of 22 December 2025, there are 644 registered participants in the NEM and additional registered participants in the other markets AEMO operates in WA and the east coast gas markets. 
Members’ rights are defined by AEMO’s Constitution and the Corporations Act 2001 (Cth).
AEMO members cannot override the Board of Directors in relation to the performance of AEMO’s statutory functions either collectively or individually.
Voting power under AEMO’s Constitution is split between the government members (60 percent voting power) and industry members (40 percent voting power). The AEMO Constitution requires members to vote on the selection panel’s report for Director appointments before submission to the ECMC and on whether to approve proposed activities to be undertaken in addition to AEMO’s statutory functions such as acquiring a business or making a material financial commitment toward a significant new business. Because of their voting power, however, industry members’ approval is only required for decisions which the Corporations Act 2001 (Cth) requires to be passed by special resolution (≥75% votes in support) such as amending the AEMO Constitution and varying the rights of a class of member. 
Irrespective of AEMO membership, registered participants and other interested parties can and do engage with AEMO through stakeholder consultations, working groups and forums. 
[bookmark: _AusEnergy_Services_Ltd][bookmark: _AusEnergy_Services_Ltd_1][bookmark: _Toc221612629]AusEnergy Services Ltd
AEMO has a subsidiary, AusEnergy Services Ltd (ASL) which is also a company limited by guarantee incorporated under the Corporations Act 2001 (Cth). It has two Members: AEMO holding 70 per cent of voting rights and the NSW Government holding 30 per cent of voting rights. Membership is also open to other Australian jurisdictions. ASL is governed by a Constitution and Members Agreement. See ASL | Our role for a description of ASL’s roles.
[bookmark: _Toc221612630]Financial management
AEMO complies with all relevant financial management requirements in the Corporations Act 2001 (Cth). 
The national energy laws allow AEMO to fully recover its costs for the performance of its statutory functions, on a not-for-profit but full cost recovery basis. AEMO’s operating costs are primarily recovered from registered participants through fees set under national energy legislation in consultation with stakeholders. AEMO also recovers costs through other funding mechanisms such as jurisdictional funding to undertake specific tasks or functions for that jurisdiction.
AEMO consults on its draft annual operating budget and investment plan aligned to its corporate priorities (see the Draft FY26 budget and fees consultation). 
AEMO provides transparency and accountability to market participants through Annual Reports and annual results presentations. 
In 2021, AEMO established an advisory Financial Consultation Committee comprising a breadth of stakeholders including government, industry and consumers, to provide greater transparency, and feedback, about AEMO’s financial planning, investment, management and cost recoveries. 
[bookmark: _Toc221612631]Conflicts of interest
The AEMO Group Code of Conduct requires all employees, directors, contractors and consultants to avoid and/or manage any actual, potential or perceived conflict of interest, including by declaring and registering conflicts of interest. Staff undertake regular training to ensure awareness of the Code of Conduct and their conflict of interest responsibilities.   
AEMO Board members manage conflicts of interest in accordance with the Directors’ Interest Protocol, which addresses both declaration of interests and management of conflicts (both in relation to release of sensitive information to conflicted directors and the deliberation process). Additional processes apply to particularly sensitive matters such as tenders. 
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