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credit and illiquidity risk for example, if we can’t independently estimate these. Then we will 
be in a world of asking whether this is a reasonable residual.  

• Are independent retailers being treated fairly in the OTC market? For example, are any 
prudential requirements, credit risk premiums, simple refusals to trade commensurate with 
the actual default risk?  

 
So our project will ask for data on: 
 

• Over the counter CfDs  
• Investigations that independent have made into demand response, arrangements with 

generators, etc 
 
From this will be able to understand the prices being paid for OTC CfDs, and the efforts that 
independents have made to access alternative risk management mechanisms. We already have a 
comprehensive set of ASX data. 
 
From gentailers we will get: 
 

• Credit risk assessment frameworks (most likely policy and procedure documents) 
• Past examples of credit risk assessments 
• Evidence of responses to RfPs (both successful and unsuccessful) 
• Evidence of trades between gentailers.  

 
This set of data will help us understand whether independent retailers are being treated in an 
unbiased and consistent way. 
 
What is above is what we will start with in terms of scope. Mostly when we embark on these sorts of 
exercises we discover things as we travel, so we don’t put a lot of effort into planning beyond 
understanding the questions we need to answer. This might not be enough for you, but I suggest we 
discuss.  
 
We will not investigate the structure, conduct and performance of the retail market. That is, we are 
not looking at competition in the retail market, but rather the impact a lack of competition in the 
risk management market may have on the retail market. This therefore excludes looking at 
indicators such as: 

• Concentration measures in the retail market 
• Product differentiation in the retail market 
• Retail pricing practices 
• Innovation in the retail market 
• Profitability of retailers 

 
However, things such as barriers to entry will be touched on insofar as these arise from risk 
management. For example, do access issues to risk management products create a barrier to 
entering the electricity retail market. Product differentiation of risk management products will also 
be explored (ie, the range and types of contracts being offered), but not the range and type of retail 
products being offered. 
As mentioned above, it is competition economics where we would be looking for some support. 
Below are a couple of questions that would be good to discuss. I expect more will come up during 
the course of our work.  
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