Public Accounts of the Province
Chapter 2
Electricity Sector
· Principal electricity sector issue raised by the Auditor General (OAG) is to disagree with changes in the accounting policy of the Independent Electricity Sector Operator (IESO) and the Government’s decision to consolidate the IESO results on this basis.
· In 2017, the IESO began to recognize market accounts and use rate regulated accounting.  Market accounts track buy and sell transactions between electricity power generators and distributors. The OAG disagrees with this approach as neither the Government nor the IESO has access to these funds nor an obligation to settle the accounts.
· With respect to rate regulated accounting the OAG argues that while this is appropriate for a Government Business Enterprise such as Ontario Power Generation, it is not appropriate for the IESO as it is not.
OPG
· The OAG agrees that it is appropriate for OPG, a generator that is largely regulated by the Ontario Energy Board, to use rate regulated accounting.
· The OAG does argue that OPG should use International Financial Reporting Standards (IFRS) rather than US Generally Accepted Accounting Principles (USGAAP).  US GAAP allows entities to use rate regulated accounting while to date the IFRS does not.
· [bookmark: _GoBack]The OAG argues that OPG should shift to IFRS but could continue to use USGAAP rate regulated accounting for existing deferral and related accounts until IFRS develops rate regulated accounting standards. 
· However, the OAG notes favourably that the Government consolidates OPG results on an IFRS basis. 
Other
· The OAG raises concerns that it, as the auditor for the consolidated Government accounts, is not being fully consulted on accounting policy decisions by private sector firms auditing the component entities such as the IESO.
· The OAG raises its concerns about the rising level of the Province’s debt and debt servicing costs.
· The OAG states that the cumulative debt arising from the Fair Hydro Plan Trust ($2.5 billion in 2017/18, $5.0 billion in 2018/19, and, $7.5 billion in 2019/20) should be consolidated into the net debt of the Province.      
