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Subject: Re: Follow-up to last week's meeting

CAUTION: This email originated from outside of the organization. Exercise caution when clicking on links or opening attachments
even if you recognize the sender.

Members of the Audit Committee

At last week’s meeting, | indicated that a change in accounting principles is a very significant matter for accountants,
auditors and audit committees and any change must meet certain criteria. Once a change is adopted, it is not easy to
change (but not impossible). | shared with management two sections from IFRS which outline the criteria for adopting
accounting principles and for the modification or derecognition of rate regulated assets. | asked that a more detailed
analysis be provided that would address the provisions of IFRS 14 Deferred Regulated Accounts (para 13-15 and linked
to IAS 8) and the general provisions for the adoption of accounting principles (i.e. IAS 8 paragraph 10).

Given that we made the initial decision based on accounting considerations and advice, any change at this point should
be consistent with original arguments and with bases allowed under the Handbook. The relevant sections as |
understand them to be are copied below.

My apologies for not sharing this earlier; at this point it is shared for information as we await further analysis.

Carole

INTERNATIONAL ACCOUNTING| STANDARD 8

accounting policies, changes in accounting estimates and errors

in the absence of an IFRS that specifically applies to & transaction, other event or condition, management
shall use its judgement in developing and applying an accounting policy that results in information
that is:

{a} relevant to the economic decision-making needs of users; and
{b} reliable, in that the financial statements:
{i} represent faithfully the financial position, financial performance and cash flows of the
entity;
{ii}y reflect the sconomic substance of ransactions, other events and conditions, and not
merely the legal formg
{iii} are neutral, ie free from bias;
{ivy are prudent; and
{v} are complete in all material respects.
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INTERNATIONAL FINANCIAL REPORTING STANDARD 14
regulatory deferral accounts

Changes in accounting policies

13 An entity shall not change its accounting policies in order o start {o recognise reguiatory
deferral accountbalances. An entity may only change s accounting policies for the recognition,
measurement, impairment and derecognition of reguistory deferral account balances i
the change makes the financial statemenis more relevant to the sconomic decision-making neads of
users and no less reliable, ! or more reliable and no less relevant to those needs. An entity shall
judge relevance and reliability using the criteria in paragraph 10 of IAS 8.
accountingpolicy. To justify changing iis accounting policies for regulatory deferral account balances, an
entity shall demonstrate that the change brings its financial statements closer to meeling the
criferia in paragraph 10 of IAS 8. Howevear, the change does not need to achieve full compliance with those
criteria for the recognition, measurement, impairment and dergcagnition of ragulatory

deferral account balances.
16 Paragraphs 1314 apply both {0 changes made on initial application of this Standard and

to changes made insubsequent reporting periods,

Regards,
Carole
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