
Electricity Price Mitigation – 

Appendix   
 

 

 

Ministry of Energy 

 

 

March 1, 2017 

 



CONFIDENTIAL CABINET DOCUMENT 

Electricity Bonds - Asset Securitization Transactions in U.S.: 

Long Island Power Authority and Duke Energy 

1 

Long Island Power Authority (LIPA) Duke Energy 

Key Terms Up to $4.5 billion, in one or more series/tranches, with 

maturity no longer than 30 years. Fixed interest rates for 

each tranche. Estimated net present value savings to 

ratepayers from securitization: $446 million. 

$1.283 billion plus bond issuance costs, in one or more 

series/tranches, with maturity up to 23 years. Fixed interest rates for 

each tranche. Estimated total savings to ratepayers from 

securitization: $708 million. 

Bond Issuer Special-purpose “public benefit” corporation created by 

statute. 

Wholly owned “limited liability corporation” (structure not available in 

Ontario) of investor-owned Utility.  

Covered Costs Outstanding debt arising mostly from the closing of 

Shoreham nuclear power plant. 

Costs from early retirement or abandonment of nuclear power plants 

and ongoing financing costs. 

Collateral Property Revenues from usage-based “transition charges” (part of 

delivery charge) on all customer bills. 

Revenues from usage-based Asset Securitization Charge (separate 

line item on all customer bills. 

Covered Customers All existing and future grid-connected customers; charges 

not by-passable. 

All existing and future customers; charges not by-passable. 

Issuance Approval 

Process 

Financing order issued by LIPA setting out the amount and 

terms of bond. Public hearings must be held before order 

finalized. 

Utility petitions for financing order from Florida Public Service 

Commission (FPSC), which sets out details of bond issuance, 

including amount and terms. Final structure of transaction reviewed 

by FPSC for limited purpose of ensuring all requirements of law and 

financing order are met. 

Status of Bond  Not debt of the State, although State provides statutory 

pledge not to impair the value of the collateral property. 

Not debt of the State, although State provides statutory pledge not to 

impair the value of the collateral property. 

Governance of Bond 

Issuer 

Board of Trustees appointed by Governor “Bond team” is established by order of the FPSC, which is “visibly 

involved”. 

Adjustment 

Mechanisms 

“Transition charges” adjusted annually based on 

mathematical formula in financing order, to ensure charges 

are adequate for servicing the bond; transitions charges 

may increase or decrease depending on variations in 

consumption. 

Mandatory biannual petition by Utility to FPSC to adjust charges for 

any over or under collection, based on mathematical formula 

provided in the financing order and estimates of consumption for 

each rate class. 
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LeeAnne.Probert
Sticky Note
The specific policy adopted by IESO needs to be consistent with (a) primary sources of GAAP, and (b) PS 1000.  Therefore, ASC 980 itself needs to be consistent, not just US GAAP principles in general.  

Whether or not US GAAP and PSAS principles are generally similar would seem to become irrelevant if ASC 980 is viewed to be an exception to general US GAAP principles (i.e., would RRAs meet the definition of an asset under US GAAP if ASC 980 didn't exist).



blake.langill
Sticky Note
Maybe it's not relevant, but who or what is the Financial Corporation?
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Suzie.Gignac
Sticky Note
There is a lot of debate about this. What is the other side of this argument and can they refute points on the other side?  



LeeAnne.Probert
Sticky Note
"....the guidance in that source" 

This supports the earlier point that ASC 980 needs to analyzed, not just US GAAP in general.  ASC 980 is the guidance within US GAAP that IESO wants to use.

blake.langill
Sticky Note
Presumably ASPE or IFRS are issued in Canada and need to look to them first or explain why they're not relevant for this issue?
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LeeAnne.Probert
Sticky Note
Consider a more fulsome discussion on change in policy vs. error.  Paper suggests that RRAs do meet the PSAS definition of an asset.  Is recognition of an asset an accounting policy?

blake.langill
Sticky Note
Is the OEB third party?  Then again, if OPG is using rate regulated accounting then they must be arguing that it is and presumably the same argument would hold for IESO... but this argument needs to be specifically addressed, doesn't it?
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Suzie.Gignac
Sticky Note
how is a governmental unit defined in FASB? Is it similar to in Cda?


Suzie.Gignac
Sticky Note
These boxes don't seem the same - I think one is stating what organizations use the standards the other is stating what users use the financial statements?

LeeAnne.Probert
Sticky Note
This doesn't strike me as a relevant example.  It sounds like the liability recognized was originally a loss contract accrual (i.e., an accrual for losses to be incurred in the future).  Based on changes in circumstance these contracts are no longer expected to result in losses, but the decision has been made to smooth that reversal into income over time.

RRLs typically represent cash received from customers prior to the related expense being incurred.

To show consideration of both sides of the argument, consider a more fulsome list of entities subject to rate-regulation that are consolidated under PSAS and indicate if RRAs are recognized.

blake.langill
Sticky Note
Does anyone have access to the the basis for conclusion by the AG to understand if it was by analogy to rate regulated accounting or to something else (the latter  would be unhelpful to the IESO argument).

blake.langill
Sticky Note
Would like to see examples of entities that follow GASB that have rate regulated assets.

blake.langill
Sticky Note
To Lee Anne's point, since PSAS is silent on rate regulated accounting don't they need to compare ASC 980 to PS 1000?  Instead they compare US GAAP generally to PS 1000 (and if that's appropriate what about comparisons to GASB - which they say allows for rate regulated assets - or IFRS)?
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Suzie.Gignac
Sticky Note
For revenue and expenses - I don't think these are actually similar. PSAB is based on the change in your SFP asset/liability model Entirely focused on your asset and liabilities and changes in those.  Looks like FASB is a revenue expense model. 

See PSAB conceptual framework consultation paper #2 for specific discussion on this issue.

Suzie.Gignac
Sticky Note
Again PSAS is focused entirely on given up or getting furture eco benefits - the asset or liability model.

Suzie.Gignac
Sticky Note
in some cases yes but two of the three are only used in limited circumstances in PSAS so not sure I would say this is similar.
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LeeAnne.Probert
Sticky Note
There has been a lot of public debate as to whether RRAs meet the definition of an asset (particularly with respect to the concept of control and whether the event giving rise to control has occurred)  This paper should identify and attempt to refute the opposing views.
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Suzie.Gignac
Sticky Note
is it receivable now though? and if it is a receivable - is this a financial asset?

Suzie.Gignac
Sticky Note
was the legislation actually amended?

Suzie.Gignac
Sticky Note
Is this IESO's right though? Does IESO control it?

Suzie.Gignac
Sticky Note
or is the event that gives the control to IESO when OEB sets the rate and IESO actually has the right to request and collect the amount from the consumer? 

Suzie.Gignac
Sticky Note
deferrals of costs are not generally a concept under PSAS - I would avoid the word deferral and reword this.

LeeAnne.Probert
Sticky Note
PS 1000 highlights three types of assets:  financial assets, non-financial assets and tangible capital assets.  The paper should explain which type of asset RRAs are.

Everyone seems to agree that RRAs are neither financial assets not tangible capital assets.  

They also don't seem to meet the description of a non-financial asset in PS 1000.42 (although it does use the term "normally").

What is the difference between the asset when it is held by IESO as compared to the OPG trust such that it meets the definition of an intangible asset to the OPG trust, but not to IESO?

As noted, if it's an intangible asset, it cannot be recognized under PSAS.



LeeAnne.Probert
Sticky Note
The IASB has not yet concluded if RRAs can be recognized as assets.  So the fact that IFRS doesn't think it's an intangible asset does mean that they think it's a different type of asset.


LeeAnne.Probert
Sticky Note
The event giving rise to control may also be when the consumer uses energy and becomes committed to payment.

blake.langill
Sticky Note
If this is true then why do they need ASC 980 to recognize the asset? (or why no rate regulated assets under IFRS absent IFRS 14).
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Suzie.Gignac
Sticky Note
but what type of asset did they decide they were then?

Suzie.Gignac
Sticky Note
the first two follow different accounting standards which specifically allow for it and the third, it is not considered an RRL on the books - how material is it for OEFC?
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blake.langill
Sticky Note
Who are these entities that follow PSAS and do they show rate regulated assets?
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LeeAnne.Probert
Sticky Note
This Appendix seems to be silent on what OGOs are doing.

There is no suggestion that recognizing RRAs under PSAS is appropriate.



CONFIDENTIAL CABINET DOCUMENT 14 



CONFIDENTIAL CABINET DOCUMENT 15 



CONFIDENTIAL CABINET DOCUMENT 16 



CONFIDENTIAL CABINET DOCUMENT 17 



CONFIDENTIAL CABINET DOCUMENT 18 



CONFIDENTIAL CABINET DOCUMENT 19 



CONFIDENTIAL CABINET DOCUMENT 20 



CONFIDENTIAL CABINET DOCUMENT 21 



CONFIDENTIAL CABINET DOCUMENT 

OPG Memo  

22 



CONFIDENTIAL CABINET DOCUMENT 23 



CONFIDENTIAL CABINET DOCUMENT 24 



CONFIDENTIAL CABINET DOCUMENT 25 



CONFIDENTIAL CABINET DOCUMENT 26 



CONFIDENTIAL CABINET DOCUMENT 27 



CONFIDENTIAL CABINET DOCUMENT 28 



CONFIDENTIAL CABINET DOCUMENT 29 



CONFIDENTIAL CABINET DOCUMENT 30 



CONFIDENTIAL CABINET DOCUMENT 31 



CONFIDENTIAL CABINET DOCUMENT 32 



CONFIDENTIAL CABINET DOCUMENT 33 



CONFIDENTIAL CABINET DOCUMENT 34 



CONFIDENTIAL CABINET DOCUMENT 35 



CONFIDENTIAL CABINET DOCUMENT 36 



CONFIDENTIAL CABINET DOCUMENT 37 



CONFIDENTIAL CABINET DOCUMENT 38 



CONFIDENTIAL CABINET DOCUMENT 39 



CONFIDENTIAL CABINET DOCUMENT 

Legal Memo  

40 



CONFIDENTIAL CABINET DOCUMENT 41 



CONFIDENTIAL CABINET DOCUMENT 42 



CONFIDENTIAL CABINET DOCUMENT 43 



CONFIDENTIAL CABINET DOCUMENT 44 



CONFIDENTIAL CABINET DOCUMENT 45 



CONFIDENTIAL CABINET DOCUMENT 46 



CONFIDENTIAL CABINET DOCUMENT 47 



CONFIDENTIAL CABINET DOCUMENT 48 



CONFIDENTIAL CABINET DOCUMENT 49 




