
As at  (in thousands of Canadian dollars)  March 31, 2011  December 31, 2010 

 $  $ 

Financial Assets
Cash and cash equivalents 9,532                          8,609                          
Accounts receivable 14,018                        15,755                        
Long-term investments 22,139                        21,816                        
Total Assets 45,689                    46,180                    

Liablities
Accounts payable and accrued liabilities 17,828                        22,090                        
Accrued interest on debt 165                             161                             
Short-term debt -                              2,000                          
Current portion of long-term debt 78,200                        78,200                        
Rebates to market participants 10,193                        10,193                        
Accrued pension liability 68,988                        67,866                        
Accrual for employee future benefits other than pensions 61,354                        60,222                        
Total Liablities 236,728                  240,732                  

Net Debt (191,039)                 (194,552)                 

Non-Financial Assets
Net tangible capital assets 87,344                        88,542                        
Prepaid expenses 3,360                          3,769                          
Total Non-Financial Assets 90,704                    92,311                    

Accumulated Deficit (Note 3)
Accumulated deficit from operations (101,665)                     (103,473)                     
Accumulated remeasurement gains 1,330                          1,232                          
Accumulated Deficit (100,335)                 (102,241)                 

Independent Electricity System Operator
Statement of Financial Position

(Unaudited)

PUBLIC



For the quarter ended (in thousands of Canadian dollars) March 31, 2011 March 31, 2011  March 31, 2010 

Budget Actual  Actual 

 $  $  $ 
 Revenues
    System fees 33,357                      33,121                      32,656                      
    Other revenue 725                           676                           302                           
    Interest and investment income 338                           120                           94                             
Total Revenues 34,420                  33,917                  33,052                  
 
 Expenses
   Wholesale market operation 30,918                      28,777                      30,893                      
   Smart metering program 4,295                        3,332                        3,341                        
Total Expenses 35,213                      32,109                      34,234                      

Annual Surplus / (Deficit) (793)                      1,808                    (1,182)                   

Accumulated Deficit From Operations, Beginning of Period (103,473)                   (103,473)                   (120,689)                   

Accumulated Deficit From Operations, End of Period (104,266)               (101,665)               (121,871)               

Independent Electricity System Operator
 Statement of Operations and Accumulated Deficit

(Unaudited)

PUBLIC



   

For the quarter ended (in thousands of Canadian dollars) March 31, 2011  March 31, 2010 

Actual  Actual 

 $  $ 

Accumulated Remeasurement Gain, Beginning of Period                         1,232                              -   

Unrealized Gains (Losses) Attributable to:
     Foreign Exchange - Derivatives (101)                         
     Foreign Exchange - Other (28)                           (43)                           
     Portfolio Investments 227                          171                          

Net Remeasurement Gains for the Period 98                            128                          
 

Accumulated Remeasurement Gains, End of Period 1,330                       128                          

Independent Electricity System Operator
 Statement of Remeasurement Gains and Losses

(Unaudited)

PUBLIC



For the quarter ended (in thousands of Canadian dollars) March 31, 2011 March 31, 2011  March 31, 2010 

Budget Actual  Actual 

 $  $  $ 

Annual Surplus/(Deficit)                                  (793)                                1,808                               (1,182)

Change in Non-Financial Assets
    Acquisition of tangible capital assets (6,129)                              (2,297)                              (4,858)                              
    Amortization of tangible capital assets 3,542                               3,495                               6,007                               
    Decrease in prepaid expenses 209                                  409                                  1,067                               

Total Change in Non-Financial Assets (2,378)                              1,607                               2,216                               

Net Remeasurement Gains for the Period                                   325                                     98                                   128 

(Increase)/Decrease in Net Debt (2,846)                              3,513                               1,162                               

Net Debt, Beginning of Period (194,552)                          (194,552)                          (210,805)                          

Net Debt, End of Period (197,398)                          (191,039)                          (209,643)                          

Independent Electricity System Operator
 Statement of Change in Net Debt

(Unaudited)

PUBLIC



 March 31, 2011  March 31, 2010 
 $  $ 

Operating Transactions
Change in accumulated surplus / (deficit)
   Annual surplus (deficit) 1,808                                       (1,182)                                      

1,808                                       (1,182)                                      
Changes in non-cash items
   Amortization 3,495                                       6,007                                       
   Pension liability 3,415                                       3,446                                       
   Other employee future benefits cost 1,531                                       1,424                                       
   Change in fair value of long-term investments held for trading (227)                                         (171)                                         

8,214                                       10,706                                     
Changes in non-cash balances related to operations:
  Change in accounts payable and accrued liabilities (3,795)                                      (1,786)                                      
  Change in accounts receivable 1,737                                       1,097                                       
  Change in prepaid expenses 409                                          1,067                                       

(1,649)                                      378                                          
Other:
Contribution to pension fund (2,293)                                      (2,438)                                      
Payment of employee future benefits (399)                                         (430)                                         

(2,692)                                      (2,868)                                      
Cash provided by operating transactions  5,681                                       7,034                                       

Capital Transactions
Investment in property and equipment (2,760)                                      (5,228)                                      

Cash applied to capital transactions (2,760)                                      (5,228)                                      

Investing Transactions
Net purchase of long-term investments (96)                                           (53)                                           

Cash applied to investing transactions (96)                                           (53)                                           

Financing Transactions
Retire debt (2,000)                                      -                                           

Cash applied to financing transactions (2,000)                                      -                                           
 

Increase in Cash and Cash Equivalents 825                                          1,753                                       
Cash and Cash Equivalents - Beginning of Period 8,609                                       8,990                                       

   Net remeasurement gains for the period 98                                            128                                          
Cash and Cash Equivalents - End of Period 9,532                                       10,871                                     

Supplementary Information:  (in thousands of Canadian dollars)
 

Interest Paid 243                                          99                                            

Independent Electricity System Operator
Statement of Cash Flow

(Unaudited)

For the quarter ended (in thousands of Canadian dollars)

PUBLIC



PUBLIC - 1 -

Independent Electricity System Operator 
Notes to Financial Statements (unaudited) 
 
March 31, 2011 
 
 
1) BASIS OF FINANCIAL STATEMENT PREPARATION 
 
As of January 1, 2011, Part V of the CICA Handbook ceased to be a source of Generally Accepted Accounting Principles (GAAP) for the IESO.  On that date, 
the IESO adopted Public Sector Accounting Board (PSAB) accounting standards with a transition date of January 1, 2010. 
 
The IESO’s adoption of PSAB includes early adoption of Sections PS 3450, Financial Instruments, PS 1201, Financial Statement Presentation, and PS 2601, 
Foreign Currency Translation.  Additionally, the IESO exercised an exemption within Section PS 2125, First-time Adoption by Government Organizations.   
 
PSAB requires restatement of the comparative period.   
 
2) SIGNFICANT ACCOUNTING POLICIES 
 
In adopting PSAB, the framework for accounting changes, however, many of the significant accounting policies of the IESO remain unchanged.   
 
The following outlines the accounting policies in areas which changed as a result of the IESO’s adoption of PSAB: 
 
Financial instruments 
 
The IESO records it cash and cash equivalents, investment portfolio, and foreign currency exchange forward contracts at fair value.  While held by the IESO, the 
cumulative change in fair value of these financial instruments is recorded in accumulated surplus as remeasurement gains and losses and is included in the value 
of the respective financial instrument shown in the statement of financial position and the statement of remeasurement gains and losses.  Upon disposition of the 
financial instrument, the cumulative remeasurement gains and losses are reclassified to the statement of operations and all other gains and losses associated with 
the disposition of the financial instrument are recorded in the statement of operations. Transaction costs are charged to operations as incurred. 
 
Cash and cash equivalents comprise cash, term deposits and other short-term, highly-rated investments with original maturity dates of less than 90 days.   
 
The IESO records it accounts receivable, accounts payable and debt at amortized cost. 
  
Property and equipment in service 
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Property and equipment includes software, facilities, meter data management/repository, market systems and applications, infrastructure and other assets. 
Property and equipment are capitalized at cost, which comprises materials, labour, external support, overhead, and interest applicable to capital activities.   
 
Intangible Assets 
 
The IESO no longer has a policy for intangible assets since the IESO no longer has intangible assets as software is classified as property and equipment.  
 
Pension and other post-employment benefits 
 
The IESO's post-employment benefit programs include pension, group life insurance, health care, long-term disability and workers compensation benefits. 
 
The IESO accrues obligations under pension and other post-employment benefit (OPEB) plans and the related costs, net of plan assets.  Pension and OPEB 
expenses and obligations are determined annually by independent actuaries using the projected benefit method and management’s best estimate of expected 
return on plan assets, salary escalation, retirement ages of employees, mortality and expected health-care costs.  The discount rate used to value liabilities is 
based on the expected rate of return on plan assets as at the measurement date of September 30. 
 
The expected return on plan assets is based on management’s long-term best estimate using a market-related value of plan assets.  The market-related value of 
plan assets is determined using market-related values for equities (whereby fund assets are calculated using the smoothed value of assets over five years) and 
market values for fixed income securities, as at the measurement date of September 30. 
 
Pension and OPEB expenses are recorded during the year in which employees render services.  Pension and OPEB expenses consist of current service costs, 
interest expense on liabilities, expected return on plan assets and the cost of plan amendments in the period.  Actuarial gains/(losses) arise from, among other 
things, the difference between the actual rate of return on plan assets for a period and the expected long-term rate of return on plan assets for that period or from 
changes in actuarial assumptions used to determine the accrued benefit obligations.  Actuarial gains/(losses)  are amortized over the expected average remaining 
service life of the employees covered by the plan.   
 
The expected average remaining service life of employees covered by the pension and OPEB plans is 12 years (2010 - 11 years). 
 
In its transition to PSAB, the IESO exercised an exemption for first time adoption by a government organization.  The exemption allows for the pension and 
OPEB accumulated unamortized actuarial gains and losses, as of the date of transition, to be moved directly in accumulated surplus/deficit.  At January 1, 2010 
the unrecognized actuarial loss for pension benefits was $72,847 thousand and the unrecognized actuarial loss for OPEB was $5,275 thousand.  The discount rate 
and return on asset assumption at January 1, 2010 was 6.75%.   
 
Foreign currency exchange 
 
Transactions denominated in foreign currencies are translated into Canadian dollars at the rate of exchange prevailing on the date of the transaction.  Items on the 
statement of financial position denominated in foreign currency are translated to Canadian dollars as of the financial statement date.  The cumulative unrealized 



PUBLIC - 3 -

foreign currency exchange gains and losses of items continuing to be recognized on the statement of financial position are recorded in accumulated surplus as 
remeasurement gains and losses and shown in the statement of financial position and the statement of remeasurement gains and losses.  Upon settlement of the 
item denominated in a foreign currency, the cumulative remeasurement gains and losses are reclassified to the statement of operations and all other gains and 
losses associated with the disposition of the financial instrument are recorded in the statement of operations. 
 
 
3) ACCUMULATED DEFICIT  
 
As at March 31, 2011 and December 31, 2010, the components of the IESO’s Accumulated Deficit were as follows: 
 
Accumulated Deficit 
 

(in thousands of Canadian dollars) As at March 31, 2011 As at December 31, 2010 
Approved regulatory deferral account 16,789 13,100 

Accumulated market penalties and fines 1,125 1,134 

Smart Metering Entity – accumulated deficit (45,045) (41,713) 

PSAB Transitional Items (73,204) (74,762) 

Accumulated Deficit (100,335) (102,241) 
 
Approved regulatory deferral account 
 
(in thousands of Canadian dollars)   
Accumulated surplus – December 31, 2010 13,100 
Surplus from wholesale operations 5,149 
Increase in accumulated remeasurement gain 98 
Recovery of PSAB transitional items (1,558) 
Accumulated surplus – March 31, 2011 16,789 

 
Accumulated Market Penalties and Fines 
 
(in thousands of Canadian dollars)   
Accumulated surplus – December 31, 2010 1,134 
Revenue from penalties and fines 32 
Customer education expenses (41) 
Accumulated deficit – March 31, 2011 1,125 

 
Smart Metering Entity – Accumulated Deficit 
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(in thousands of Canadian dollars)   
Accumulated deficit – December 31, 2010 (41,713) 
Smart meter program costs (3,332) 
Accumulated deficit – March 31, 2011 (45,045) 

 
PSAB Transitional Items 
 
(in thousands of Canadian dollars)   
Accumulated pension actuarial loss at January 1, 2010 transition (72,847) 
Accumulated OPEB actuarial loss at January 1, 2010 transition (5,275) 
2010 Pension cost under CICA Handbook 15,692 
2010 OPEB cost under CICA Handbook 7,147 
2010 pension cost restated under PSAB (13,784) 
2010 OPEB cost restated under PSAB (5,695) 
Accumulated deficit - December 31, 2010 (74,762) 
Recovery of PSAB transitional items 1,558 
Accumulated deficit - March 31, 2011 (73,204) 

 
 
4) REGULATORY APPROVALS FOR 2011 
 
On April 25, 2011, the Ontario Energy Board (OEB) issued its order approving the IESO’s application fee of $1000, the usage fee of $0.822/MWh and the 
IESO’s revenue requirements in the amount of $126.0 million and capital expenditures in the amount of $21.5 million.  Included within the approved revenue 
requirements was the recovery of the estimated PSAB transitional items for pension and OPEB over the expected average remaining service life of the employees 
covered by the plan 
 
In its 2011 rate application, the IESO requested to retain $13.1 million in its approved regulatory deferral account.  This request was denied and the OEB 
approved the IESO retain $5.0 million within its approved regulatory deferral account.  The difference, of $8.1 million, will be recognized in April 2011 through 
a reduction in system fees revenue and an increase in rebates to market participants.   
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5) SHORT-TERM DEBT 
 
Credit facility 
 
The IESO has an unsecured credit facility agreement with the OEFC, which will make available to the IESO an amount up to $60.0 million.  The credit facility 
expires on April 30, 2013.  Advances under this facility are available in Canadian dollars by way of the Province of Ontario’s cost of borrowing for a 30 day term 
plus 25 basis points per annum.  As at March 31, 2011, nothing was drawn on the credit facility. (December 31, 2010 - $2.0 million) 
 


