
Accounting for Independent Electricity System
Operator (IESO) Market Accounts

■ Independent Electricity System Operator (IESO) is a corporation established pursuant to
Part I I of the Electricity Act, 9998, and prepares its financial statements in accordance with
PSAB standards.

■ KPMG LLP audits IESO's financial statements and issued an unqualified opinion on the
December 31, 2016 financial statements.

• IESO administers a $17 billion annual market reflecting the amounts due to entities that
provide electricity to the market (e.g. power generators) and due from entities who
consume electricity (e.g. local distribution companies on behalf of their consumers). IESO
is a party to these agreements with the market participants.

■ In 2016, IESO changed the accounting for the market accounts, recognizing these
amounts due from and due to the market participants as assets and liabilities respectively.

• This change has no impact to the province's annual deficit, net debt or accumulated deficit.

■ The Ontario Power Authority (which was merged with the IESO on January 1, 2015)
included similar accounts in its financial statements, and received an unqualified opinion by
its external auditor, KPMG LLP. The financial statements of the Province were not
qualified by the Office of the Auditor General as a result of including these accounts.
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Accounting for IESO Market Accounts

■ The IESO is a party to agreements with each market participant, and each market
participant either owes an amount to the IESO or is owed an amount from the IESO. For
example:

• Ontario Power Generation has a receivable from IESO recorded on its financial statements related to power
generated, and historically, IESO did not have a payable recorded to Ontario Power Generation — now it does

• Hydro One has a payable to IESO recorded on its financial statements related to power purchases, and
historically, IESO did not have a receivable recorded from Hydro One — now it does

• The amounts due from market participants meet the definition of an asset and the amounts
due to market participants meet the definition of a liability under PSAB standards.

• In connection with this change, the accounting for eight other independent system operators
in North America were reviewed, and all but one recognize market accounts in the financial
statements.

■ IESO management, their Audit Committee, their Board of Directors, their external auditor
and the Office of the Provincial Controller support the change in accounting as being more
transparent.

■ A qualified opinion was issued by the Office of the Auditor General on the 2016-17
consolidated financial statements regarding the change in Independent Electricity System
Operator's accounting for the "market accounts".

CONFIDENTIAL - For Internal
2 Discussion Purposes Only t

raj

r Ontario


