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Thanks John.
 
I was thinking that the asset was sold on a daily basis but not necessarily settle on a daily basis.
 
The reason of the daily sale was to match the energy cost incurred to avoid having an accounting
loss.
 
Instead of daily, the sale could take place on, at least, on a monthly basis to avoid any accounting
impact on IESO's monthly income statement. The settlement should be made to meet the cash
outflows requirement.
 
I believe there is a risk for the AG to refuse rate regulated accounting under PSAB. Without the
intervention of the OEB, OPG should be able to get a better rating of the bonds.
 
Sent from my iPhone
 
On Feb 25, 2017, at 13:05, MAUTI John -FIN & C CTRL
<john.mauti@opg.com<mailto:john.mauti@opg.com>> wrote:
 
Michel,
I believe this approach increases the risk of seeing through what this transaction is and having it hit
the Provincial deficit immediately.  Plus, the transaction would incorrectly be viewed as an OPG only
transaction with the GA rebate being on account of OPG.
 
We’ve discussed the optics in the past of the IESO not showing the acquisition / set up of an asset 
through the “speed” with which it is absorbed and picked up by OPG.  We’ve taken it to the extreme of
the position that the asset is never on the IESO’s books because it settles daily (so it’s not a tranche
on a quarterly or semi annual basis but basically 365 tranches per year).
 
What you’re suggesting is that OPG recognizes an asset that the IESO so no ability to set up on its
own.  Doing it daily does not change that fact in my opinion.
 
My suggestion:
“Desire to be involved” was never a criteria for this plan..... why not compel the OEB to adhere to the
legislation and write them in to limit their involvement to ensuring the recovery is as per allowed in the
legislation (no ability to alter or really make any decision other than the legislation and subsequent
regulation are being followed).  Legislation and regulation that directs the OEB to do things is
standard practice and is not something that the OEB can determine or dictate.
 
Thanks
John Mauti
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________________________________
 
All,
 
As you know by now, the OEB believes that they should not be involved with the approval process of
the regulatory asset.
 
In the absence of regulatory accounting, PSAB requires that the energy purchased (the unrecognized
regulatory asset) be expensed immediately.
 
If the sale contract would be set-up in a way that the unrecognized asset is sold to the OPG Trust on
a daily basis, then an offsetting revenue would be recorded.
 
As IESO is an agent for the market participants, IESO is showing the market transactions in the
income statement on a net basis.
 
Therefore, no impact on the income statement and the sale would be recorded as a receivable from
the OPG Trust.
 
The accounting treatment in the IESO’s books should not impact the nature of the asset purchased by
the OPG Trust, as I believe it would still be considered an intangible asset.
 
The new accounting approach would:
 
·         not require the approval of the OEB;
·         not require IESO to adopt regulatory accounting under PSAB; and
·         permit the legislation to be as tight as possible for the right to collect the intangible asset; and
·         not require the consolidation of the market books.
 
I would appreciate your comments on the proposed approach above.
 
Ps: Is this the magic that Andrew was expecting!
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At KPMG we are passionate about earning your trust and building a long-term relationship through
service excellence. This extends to our communications with you.
 
 
Our lawyers have recommended that we provide certain disclaimer language with our messages.
Rather than including them here, we're drawing your attention to the following links where the full legal
wording appears.
 
 
  *   Disclaimer concerning confidential and privileged information/unintended
recipient<https://home.kpmg.com/ca/en/home/misc/disclaimer-confidential.html>
(http://disclaimer.kpmg.ca<https://home.kpmg.com/ca/en/home/misc/disclaimer-confidential.html>).
  *   Disclaimer concerning tax advice<https://home.kpmg.com/ca/en/home/misc/disclaimer-tax.html>
(http://taxdisclaimer.kpmg.ca<https://home.kpmg.com/ca/en/home/misc/disclaimer-tax.html>).
 
 
If you are unable to access the links above, please cut and paste the URL that follows the link into
your browser.
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