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FPV&GALINDEZ

INDEPENDENT AUDITORS' REPORT

To the Director  of the
Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Repor t  on  the F inancia l Sta tements

We have audited the accompanying basic financia l sta tements of the governmenta l act ivit ies of the Independent

Consumer  Protect ion  Office (the Office)/ an  Execut ive Agency of the Commonwealth  of Puer to RLCO/ as of and

for  the year  ended J une 30, 2017, and the rela ted notes to the financia l sta tements, which  collect ively compr ise
the Officers basic financia l sta tements as listed in  the table of conten ts.

MAnagemenfs Responsibility for  the F inancia l Sta tements

Management  is responsible for  the prepara t ion  and fa ir  presen ta t ion  of these financia l sta tements in  accordance

with  account ing pr inciples genera lly accepted in  the United Sta tes of Amer ica ; th is includes the design /
implementa t ion / and main tenance of in terna l cont rol relevant  to the prepara t ion  and fa ir  presen ta t ion  of

financia l sta tements tha t  a re free from mater ia l missta tement / whether  due to fraud or  er ror .

Auditors/ Responsibility

Our  responsibility is to express an  opin ion  on  these financia l sta tements based on  our  audit . We conducted our

audit  in  accordance with  audit ing standards genera lly accepted in  the United Sta tes of Amer ica . Those

standards require tha t  we plan  and per form the audit  to obta in  reasonable assurance about  whether  the financia l

sta tements a re free from mater ia l missta tement .

An audit  involves per forming procedures to obta in  audit  evidence about  the amounts and disclosures in  the

financia l sta tements. The procedures selected depend on  the auditors judgment / including the assessment  of

the r isks of mater ia l missta tement  of the financia l sta tements/ whether  due to fraud or  er ror . In  making those

r isk assessments/ the auditor  considers in terna l cont rol relevant  to the en t ity's prepara t ion  and fa ir  presen ta t ion

of the financia l sta tements in  order  to design  audit  procedures tha t  a re appropr ia te in  the circumstances/ bu t

not  for  the purpose of expressing an  opin ion  on  the effect iveness of the en t ity's in terna l cont rol. Accordingly^

we express no such  opin ion . An audit  a lso includes eva lua t ing the appropr ia teness of account ing policies used

and the reasonableness of sign ifican t  account ing est imates made by management / as well as eva lua t ing the

overa ll presen ta t ion  of the financia l sta tements.

We believe tha t  the audit  evidence we have obta ined is sufficien t  and appropr ia te to provide a  basis for  our
audit  opin ion .

www.fpvga lindez.com j PO Box 364152, San  J uan , PR 00936-4152 ^
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To the Director  of the
Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)
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Opin ion

In  our  opin ion/ the financia l sta tements refer red above presen t  fa ir ly/ in  a ll mater ia l respects, the respect ive

financia l posit ion  of the governmenta l act ivit ies/ and the genera l fund of the Office as of J une 30, 2017, and the
respect ive changes in  financia l posit ion  for  the year  then  ended in  accordance with  the account ing pr inciples
genera lly accepted in  the United Sta tes of Amer ica .

Emphasis of Mat ter  Regarding Going Concern

The accompanying financia l sta tements have been  prepared assuming tha t  the Office will cont inue as a  going
concern . As discussed in  Note 10 to the financia l sta tements/ the Office's revenues der ive from appropr ia t ions

made by the Puer to Rico Energy Commission / which  is ca lcu la ted a t  10% of the Puer to Rico Energy
Commission 's revenues from appropr ia t ions made by Puer to Rico Elect r ic Power  Author ity (PREPA)/ as
mandated by Act  No. 57 of May 27, 2014. On J anuary 2018, Puer to Rico's Governor  Ricardo Rosello revea led a

plan  to pr iva t ize PREPA over  the next  18-months. The effect  of the approva l and complet ion  of the pr iva t iza t ion
of PREPA over  the Office's opera t ions and existence had not  been  determined yet . These condit ions ra ise

substan t ia l doubt  about  it s ability to cont inue as a  going concern . The Office administ ra t ion 's plans regarding
those mat ters a lso a re descr ibed in  Note 10. The financia l sta tements do not  include any adjustments tha t  might

resu lt  from the ou tcome of th is uncer ta in ty.

Our  opin ion  is not  modified with  respect  to th is mat ter .



To the Director  of the
Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)
Page3

Other  Mat ters

Required Supplementary Informat ion

Account ing pr inciples genera lly accepted in  the United Sta tes of Amer ica  require tha t  the Managements
Discussion  and Analysis and the Budgeta ry Compar ison  Schedule on  pages 4 th rough 15 and 38 be presen ted
to supplement  the basic financia l sta tements. Such  informat ion / a lthough not  a  par t  of the basic financia l

sta tements/ is required by the Governmenta l Account ing Standards Board/ who considers it  to be an  essen t ia l

par t  of financia l repor t ing for  placing the basic financia l sta tements in  an  appropr ia te opera t iona l/ economic/ or

h istor ica l context . We have applied cer ta in  limited procedures to the required supplementary in format ion  in

accordance with  the audit ing standards genera lly accepted in  the United Sta tes of Amer ica / which  consisted of
inquir ies of management  about  the methods of prepar ing the in format ion  and compar ing the in format ion  for
consistency with  managemenfs responses to our  inquir ies/ the basic financia l sta tements/ and other  knowledge

we obta ined dur ing our  audit  of the basic financia l sta tements. We do not  express an  opin ion  or  provide any

assurance on  the in format ion  because of the limited procedures do not  provide us with  sufficien t  evidence to

express an  opin ion  or  provide any assurance.

^ ^ ^ ^ .

San J uan , Puer to Rico

May 21, 2018



Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Management 's Discussion  and Analysis

J une 30, 2017

Organiza t ion

The Puer to Rico Independent  Consumer  Protect ion  Office (the Office) was crea ted under  the provisions of Act
No. 57 of May 27, 2014, the Puer to Rico Energy Transformat ion  and Relief Act  (Act  57), to educa te/ advice/ assist

and represen t  elect r ic power  service customers in  the Commonwealth  of Puer to Rico. It  is the governmenta l

en t ity responsible for  represen t ing and advoca t ing for  the in terest s of elect r ic power  service customers before

both  the Puer to Rico Power  Author ity (PREPA) and the regula tory en t ity. The Office's du ty is to defend and
advoca te for  the in terest s of customers in  a ll mat ters before the Puer to Rico Energy Commission  (the

Commission)/ including those rela ted to disputed PREPA bills. Fur thermore/ the Office has the du ty to
coordina te cit izens7 par t icipa t ion  in  PREPA/s in terna l ra te review process and before the Commission / as the

case may be/ so tha t  such  cit izens/ par t icipa t ion  in  the process is guaran teed.

Orgardza t ionaUy/ the Office is composed of a  Director  as well as of the personnel and externa l consultan ts

necessary to fu lly car ry ou t  the du t ies and funct ions provided in  sa id Act . The Director  is appoin ted by the
Governor  with  the advice and consent  of the Sena te for  a  term of six (6) years/ and he/she sha ll be an  a t torney-

a t -law duly licensed to pract ice under  the laws of Puer to Rico/ with  a t  least  five (5) years of exper ience/ of

recognized probity and resident  of Puer to Rico.

Opera t iona lly/ it  has the administ ra t ive suppor t  of the Puer to Rico Energy Administ ra t ion  (PREA)/ bu t  opera tes
as an  independent  en t ity.

Besides educa t ing/ in forming/ and providing or ien ta t ion  and assistance to consumers on  their  r igh ts and

responsibilit ies with  regard to the elect r ic power  service and the public policy on  savings/ conserva t ion / and

efficiency/ the Office is required to eva lua te the impact  tha t  the ra tes/ elect r icity bills/ public policy of energy/
and any other  issue may have on  elect r ic power  service consumers in  Puer to Rico/ and make appropr ia te

recommendat ions to the Commission  regarding sa id ra tes and any other  issue tha t  may a ffect  elect r ic power

service consumers. The Office is required to defend and advoca te for  the in terest s of customers in  a ll mat ters

brought  before the Commission  or  been  addressed by Commonwealth  Energy Public Policy Office (CEPPO)
with  regard to elect r ic power  ra tes and charges/ PREPA's debt  issue/ the qua lity of the elect r ic power  service/

services provided by elect r ic power  service companies to their  customers/ resource planning, public policy/ and

any other  mat ter  of in terest  for  customers.

To per form it s du t ies/ the Office is en t it led by the Act  57 to receive an  annua l appropr ia t ion  equa l to ten  percent
(10%) of the amount  appropr ia ted to the Commission / which  sha ll or igina te from the same financing source as
the Commission .

The Office's management  provides th is Management  Discussion  and Analysis ( MD&A//) for  the readers of the

Office's basic financia l sta tements. This MD&A provides a  nar ra t ive overview and ana lysis of Office's financia l

act ivit ies as of and for  the year  ended J une 30, 2017, and is in tended to serve as an  in t roduct ion  to the basic

financia l sta tements/ which  have the following components: (1) govermnent -wide financia l sta tements; (2) fund
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Management 's Discussion  and Analysis ~ (Cont inued)

J une 30, 2017

financia l sta tements; (3) notes to the financia l sta tements (4) required supplementary in format ion . The MD&A
is designed to: (a ) assist  the reader  in  focusing on  sign ifican t  financia l mat ters; (b) provide an  overview of
Office/s financia l act ivit ies; (c) iden t ify any mater ia l changes from the or igina l budget ; and (d) h igh ligh t
individua l fund mat ters. We encourage readers to review th is in format ion  together  with  the Officers basic

financia l sta tements tha t  follow.

Financia l Highligh ts

•  According to Act  No. 57 of May 27, 2014, the Puer to Rico Energy Transformat ion  and Relief Act / the
Office is en t it led to receive an  annua l appropr ia t ion  equa l to ten  percent  (10%) of the amount
appropr ia ted to the Office/ which  is equiva len t  to $580k per  year . Dur ing the year  ended J une 30, 2017,
the Office recognized revenues amount ing to $580k from appropr ia t ions made by the Puer to Rico
Elect r ic Power  Author ity to the Puer to Rico Energy Commission .

•  Capita l asset s increased by $5.1 thousand or  20%, pr imar ily due to the acquisit ion  of office and computer
equipment .

•  Net  posit ion  increases by $19k or  7% due to an  excess of revenues over  expenses.

Overview of the F inancia l Sta tements

This MD&A is in tended to serve as an  in t roduct ion  to the Officer  basic financia l sta tements. The Office/s basic

financia l sta tements compr ise th ree components; (1) government -wide financia l sta tements; (2) fund financia l

sta tements; and (3) notes to the financia l sta tements. This repor t  a lso conta ins addit iona l required

supplementary in format ion  in  addit ion  to the basic financia l sta tements themselves. These components a re

descr ibed below. The basic financia l sta tements include two kinds of financia l sta tements tha t  presen t  differen t

views of the Office's opera t ions/ the govermnent -wide financia l sta tements and the fund financia l sta tements,

F ina lly/ the notes to the basic financia l sta tements expla in  some of the in format ion  repor ted in  the financia l
sta tements and provide more deta il.

Government -wide F inancia l Sta tements

The government -wide financia l sta tements provide a  broad view of the Office's opera t ions in  a  manner  simila r

to a  pr iva te-sector  business. The sta tement  provides both  shor t  and long-term informat ion  about  the Office's

financia l posit ion / which  assist s in  assessing the Office's economic condit ion  a t  the end of the fisca l year . These

financia l sta tements a re prepared using the economic resources measurement  focus and the accrua l basis of

account ing. This/ basica lly means they follow methods tha t  a re like those used by pr iva te nongovernmenta l

organiza t ions. They take in to account  a ll revenues and expenses connected with  the fisca l year  even  if the cash

involved has not  been  received or  pa id.
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Management 's Discussion  and Analysis - (Cont inued)

J une 30, 2017

The government -wide financia l sta tements include two sta tements:

Sta tement  of Net  Posit ion  - This sta tement  presen ts a ll of the government 's asset s and liabilit ies and

defer red out flows and inflows of resources. Net  posit ion  is the difference between  (a ) asset s and defer red

out flows of resources/ and (b) liabilit ies and defer red in flows of resources. Over  t ime/ increases or  decreases

in  the Officer  net  posit ion  may serve as a  usefu l indica tor  of whether  the financia l posit ion  of the Office is
improving or  deter iora t ing.

Sta tement  of Act ivit ies - This sta tement  presen ts in format ion  regarding the Office/s net  posit ion  changes

dur ing the most  recent  fisca l year . All changes in  net  posit ion  a re repor ted as soon  as the under lying event

giving r ise to the change occurs/ regardless of the tkn ing of rela ted cash  flows. Thus/ revenue and expenses

are repor ted in  th is sta tement  for  some items tha t  will not  resu lt  in  cash  flows unt il fu ture fisca l per iods

(such  as earned but  unused vaca t ion  leave). This sta tement  a lso presen ts a  compar ison  between  direct

expenses and program revenue for  each  funct ion  of the Office.

The government  wide financia l sta tements can  be found immedia tely following th is Managements Discussion

and Analysis.

Fund Financia l Sta tements

A fund is a  grouping of rela ted accounts tha t  is used to main ta in  cont rol over  resources tha t  have been

segrega ted for  specific act ivit ies or  object ives. The Office/ like other  sta te and loca l govermnents/ uses h ind

account ing to ensure and demonst ra te compliance with  finance rela ted lega l requirements. The Office's funds

belong to ca tegor ies of governmenta l funds.

Governmenta l funds a re used to account  for  essen t ia lly the same funct ions repor ted as governmenta l act ivit ies

in  the government -wide financia l sta tements. However / un like the government -wide financia l sta tements,

governmenta l fund financia l sta tements focus on  near  term inflows and out flows of expendable resources/ as

well as on  ba lances of expendable Office's resources ava ilable a t  the end of the fisca l year . Such  informat ion  is

usefu l in  eva lua t ing the Office's near  term financia l requirements.

Because the focus of governmenta l funds is nar rower  than  tha t  of the govermnent -wide financia l sta tements/ it

is usefu l to compare the in format ion  presen ted for  governmenta l funds with  simila r  in format ion  presen ted for

governmenta l act ivit ies in  the government -wide financia l sta tements. By doing so/ users of the basic financia l

sta tements may bet ter  understand the long-term impact  of the Office's near  term financia l decisions. The

Governmenta l Fund Balance Sheet  and the Governmenta l Fund Sta tement  of Revenues/ Expenditures and

Changes in  Fund Balances provide a  reconcilia t ion  to facilit a te th is compar ison  between  governmenta l funds

and governmenta l act ivit ies.
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Independent  Consumer  Protect ion  Office
(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Management 's Discussion  and Analysis - (Cont inued)

J une 30, 2017

The Office main ta ins one individua l governmenta l fund and adopts an  annua l appropr ia ted budget  for  it s
Genera l Fund. A budgeta ry compar ison  sta tement  has been  provided for  the Genera l Fund to demonst ra te

compliance with  such  budget .

Notes to Basic F inancia l Sta tements

The notes to the basic financia l sta tements provide addit iona l in format ion  tha t  is essen t ia l to a  fu ll
understanding of the da ta  provided in  the government -wide and fund financia l sta tements. The notes to the

basic financia l sta tements can  be found immedia tely a fter  the basic financia l sta tements.

Required Supplementary Informat ion

The basic financia l sta tements a re followed by a  sect ion  of required supplementary in format ion . This sect ion

includes a  budgeta ry compar ison  schedule/ which  includes a  reconcilia t ion  between  the sta tu tory fund ba lance

for  budgeta ry purposes and the h ind ba lance for  the Genera l Fund/ as presen ted in  the governmenta l fund

financia l sta tements.

This space is in ten t iona lly left  in  blank
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Independent  Consumer  Protect ion  Office
(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Managements Discussion  and Analysis - (Cont inued)

J une 30, 2017

Government -Wide F inancia l Analysis

Sta tement  of Net  Posit ion

Governmenta l en t it ies a re required by account ing pr inciples genera lly accepted in  the United Sta tes of Amer ica
(GAAP)/ as prescr ibed by the Governmenta l Account ing Standard Board (GASB)/ to repor t  on  their  net  posit ion .
The Sta tement  of Net  Posit ion  presen ts the va lue of a ll of the Office's asset s and defer red out flow of resources/

and liabilit ies and defer red in flow of resources/ with  the difference between  them repor ted as net  posit ion . The

following was der ived from the Sta tement  of Net  Posit ion  as of J une 30, 2017 and 2016:

Governmenta l Act ivit ies

Assets:

Curren t  asset s

Noncurren t  asset s

Tota l asset s

Liabilit ies:
Curren t  Liabilit it es
Noncurren t  Liabilit ies

Tota l liabilit ies

Net  posit ion

Net  investment  in  capita l asset s

Unrest r icted

Tota l net  posit ion

2017

$ 311,377
29/943

341/320

18,343
31/060

49,403

29/943
261/974

$ 291/917

2016

$ 343,153
24/804

367/957

72/732
22,513

95/245

24/804
247/908

$ 272,712

Change

$ (31/776)
5/139

(26/637)

$ (54/389)
8/547

(45/842)

5/139
14/066

$ 19/205

%

-9.3%

20.7%

-7.2%

-74.8%

38.0%

-48.1%

20.7%
5.7%

7.0%

Tota l asset s of governmenta l act ivit ies decreased approximately by $26.6 thousand or  7.2% when compared to

2016. The decreased is main ly rela ted to a  reduct ion  in  cash  of approximately $35 thousand/ net  of an  increase

in  capita l asset s and other  cur ren t  asset s of approximately $5 thousand and $4 thousand,, respect ively.

Tota l liabilit ies of governmenta l act ivit ies decreased approximately by $45.8 thousand or  48.1% when compared
to previous year . This is main ly rela ted to a  decrease in  accounts payable/ payroll t axes payable and due to the

Puer to Rico Energy Commission  of $16.5 thousand/ $21.3 thousand/ and $16.5 thousand/ net  of an  increase in

accrued compensa ted absences of $8.5 thousand.



Independent  Consumer  Protect ion  Office
(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Management 's Discussion  and Analysis - (Cont inued)

J une 30, 2017

Net  posit ion

The net  posit ion  may serve over  t ime as a  usefu l indica tor  of a  government 's financia l posit ion . Tota l asset s and

tota l liabilit ies of the Office as of J une 30,2017 amounted to approximately $341.3 thousand and $49.4 thousand/
respect ively/ resu lt ing in  a  net  posit ion  of approximately $291.9 thousand or  an  increase of approximately 7%,

when compared with  previous per iod/ which  included seven  months of opera t ions since the da te of incept ion

n  December  2015 through J une 30,2016.

A por t ion  of the Officer  net  posit ion  reflect s it s investnent  in  capita l asset s such  as computer  and office

equipment . The Office uses these capita l asset s to provide it s consumer  protect ion  services; consequent ! a lly/

these asset s a re not  ava ilable for  fu ture spending. The net  investment  in  capita l asset s amounted to

approximately $29.9 thousand as of J une 30,2017.

Sta tement  of Act ivit ies

The following was der ived from the sta tement  of act ivit ies for  the year  ended J une 30, 2017 and for  the per iod
of seven  months ended J une 30, 2016:

Governmenta l Act ivit ies

Program Revenues:

Appropr ia t ions from Puer to Rico Energy Commission

Tota l Revenues

Expenses:

Consumer  Protect ion  Services

Change in  net  posit ion  before ext raordinary it ems

Transfer  to AEPR

Extraordinary it em:

Impairment  loss on  deposit s held by GDB

Increase (decrease) in  net  posit ion

Beginning net  posit ion

Ending net  posit ion

Year  Ended

J une 30, 2017

$ 580/000

580,000

514,395

65/605

(46/400)

19/205

272,712

$ 291,917

Seven months

per iod ended

J une 30, 2016

$ 1/160,000

1/160,000

159/712

1,000/288

(727,576)
272,712

$ 272/712

Change

$ (580/000)

(580,000)

354,683

(934,683)

(46/400)

727,576

(253/507)

272/712

$ 19/205

%

-50.0%

-50.0%

222.1%

-93.4%

100.0%

100.0%

-93.0%

7.0%
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Managements Discussion  and Analysis - (Cont inued)

J une 30, 2017

Act  No. 57 of May 27, 2014, known as the "Puer to Rico Energy Transformat ion  and Relief Act", provided the

Office with in  an  on-going assignment  of 10% of the appropr ia t ions made to the Puer to Rico Energy Commission
(the Commission)/ resu lt ing in  $580 thousand per  year . Tota l revenues amounted $580 thousand/ a  decrease of

50% when compared to previous per iod/ which  included seven  months of opera t ions since the da te of incept ion

in  December  2015 through J une 30,2016. The decrease is because dur ing the previous per iod/ the Office received

$1.16 million  in  revenues as a  resu lt  of the appropr ia t ions made to the Commission  dur ing it s fir st  two years of

opera t ions (FY-2014-2015 and FY-2015-2016).

Tota l expenses amounted to approximately $514.3 thousand and represen ted an  increase of approximately

$354.6 thousand/ when  compared to previous per iod/ which  included seven  months of opera t ions since the da te

of incept ion  in  December  2015 through J une 30, 2016. The change is main ly rela ted to an  increment  of
approximately $131.5 in  sa la r ies/ payroll t axes and benefit s/ $121.0 in  professiona l services and $75.4 in  ren t .

The following char t  presen ts the governmenta l act ivit ies expenses of the Office by major  ca tegor ies for  the year

ended J une 30, 2017:

Expenses by Major  Categor ies
For  the Year  Ended J une 30,2017

. I Professiona l S eivices

25%

. Rent

16%

S a la r ie s, pay ro U taxe
and benefit s

53%

Dur ing the year / the Office a lso t ransfer red $46.4 to the Puer to Rico Energy Administ ra t ion . This is required by
Act  No. 57 of May 27, 2014, known as the "Puer to Rico Energy Transformat ion  and Relief Act //.

This space is in ten t iona lly left  m blank
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Management  s Discussion  and Analysis - (Cont inued)

J une 30, 2017

Governmenta l Fund Analysis

The Office's governmenta l fund focus is to provide in format ion  on  near -term inflows/ ou t flows/ and ba lances

of spendable resources. Such  informat ion  is usefu l in  assessing the Officers financing requirements. In  addit ion /

fund ba lance for  the governmenta l funds provide classifica t ions tha t  compr ise a  h iera rchy based pr imar ily on
the exten t  to which  the Office is bound to honor  const ra in t s on  the specific purposes for  which  amounts in  those

funds can  be spent .

Balance Sheet

The following is the condensed ba lance sheet -governmenta l fund as of J une 30, 2017 and 2016, respect ively:

Condensed Balance Sheet

Tota l asset s

Tota l liabilit ies
Fund ba lance

Tota l liabilit ies and fund ba lances

2017

$ 311,377

$ 18,343
293,034

$ 311/377

2016

$ 343,153

$ 72,732
270/421

$ 343/153

Change

$ (31/776)

$ (54/389)
22/613

$ (31/776)

%

-9.3%

-74.8%

8.4%

-9.3%

Tota l asset s in  the genera l fund decreased approximately by $31.7 thousand or  9.3% when compared to 2016.

The decreased is rela ted to a  reduct ion  in  cash  of approximately $35 thousand/ net  of an  increase in  other  cur ren t

asset s of approximately $4 thousand.

Tota l liabilit ies of governmenta l act ivit ies decreased approximately by $54.3 thousand or  74.8% when compared
to previous per iod. This is main ly rela ted to a  decrease in  accounts payable/ payroll t axes payable and due to

the Puer to Rico Energy Commission  of $16.5 thousand/ $21.3 thousand, and $16.5 thousand.
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Management  s Discussion  and Analysis - (Cont inued)

J une 30, 2017

Sta tement  of Revenues, Expenditures and Changes in  Fund Balances

The following a re the condensed sta tement  of revenues/ expenditures/ and changes in  fund ba lance for  the year

ended J une 30, 2017 and for  the seven  months per iod ended J une 30, 2016:

Condensed Sta tements of Revenues/ Expenditures and

Changes in  Fund Balances

Tota l revenues

Tota l expenditures

2017

580/000
(510,987)

2016

$ 1/160,000
(162/003)

Change

$ (580,000)
(348/984)

%

-50.0%

215.4%

Excess of revenues over  expenditures

Transfers

Ext raordinary it em

69/013

(46/400)

997/997 (928/984) -93.1%

(46/400)

(727/576) 727/576 100.0%

Change in  fund ba lance

Begmriing fund ba lance

Ending fund ba lance

22/613

270/421

270/421 (247/808) -91.6%

270/421

$ 293/034 $ 270/421 $ 22/613 8.4%

The Office's revenues der ive from appropr ia t ions made by the Puer to Rico Energy Commission / which  is

ca lcu la ted a t  10% of the Commission 's revenues from appropr ia t ions made by the Puer to Rico Elect r ic Power

Author ity (PREPA)/ as mandated by Act  No. 57 of May 27, 2014. Tota l revenues in  the genera l fund decreased
by 50%, when compared to previous per iod, which  included seven  months of opera t ions since the da te of

incept ion  in  December  2015 through J une 30, 2016. As the Puer to Rico Energy Commission  began  opera t ions
dur ing fisca l year  2015 and the Office began  opera t ions dur ing fisca l year  2016, the Office's tota l revenue for
2016 includes the appropr ia t ions made by the Commission  for  2015 and 2016, of $580 thousand per  year / tota ling
$1.16 million .

Tota l expenditures amounted to approximately $510.9 thousand and represen ted an  increase of approximately

215.4% when compared to the previous per iod/ which  included seven  months of opera t ions since the da te of

incept ion  in  December  2015 through J une 30, 2016. It  is main ly rela ted to an  increase of approximately $145.4
thousand or  123.82% in  sa la r ies/ payroll t axes and benefit s/ $121 thousand or  1955.6% in  professiona l services
and $21.4 thousand or  369.4% in  ren t .
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Management 's Discussion  and Analysis - (Cont inued)

J une 30, 2017

Dur ing the year / the Office a lso t ransfer red $46.4 to the Puer to Rico Energy Administ ra t ion . This is required by
Act  No. 57 of May 27, 2014, known as the "Puer to Rico Energy Transformat ion  and Relief Act".

The following char t  presen ts the Office's expenditures by major  ca tegor ies for  the year  ended J une 30, 2017:

Expenditures by Major  Categor ies
For  the Year  Ended J une 30,2017

Professiona l Services
25%

.Capita l Out lays
2%

.Other

5%

Salar ies, pay roll t axes-
and benefit s

52%

Genera l Fund Budgeta ry Highligh ts

The genera l fund budget  for  the fisca l year  ended J une 30, 2017 was $580 thousand. Actua l expenditures were
$557 thousand. The tota l expenditures represen ted 96.1% of the tota l budget  ava ilability for  the fisca l year . The
Office's expenditure ra te presen ts a  h igher  ra te when  compared to the pr ior  year 's per formance of 76.7%.

The following table summar izes the budget / expenditures and unexpended ba lance for  fisca l year  ended J une

30, 2017 and the per iod of seven  months ended J une 30,2016:

Budget  and

Revenues

Expenditures

Unexpended ba lance

Expenditure ra te

Expenditures Compar ison

2017

$ 580/000
557/387

$ 22/613

96.1%

2016

$ 1/160/000
889,579

$ 270/421

76.7%
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Management  s Discussion  and Analysis - (Cont inued)

J une 30, 2017

Capita l Assets Debt  Administ ra t ion

The Office's capita l asset s a re those asset s tha t  a re used in  the per formance of it s funct ion / which  is to provide

consumer  protect ion  services. The investment  in  capita l asset s (net  of accumula ted deprecia t ion) as of J une 30,

2017 amounted to $29.9 thousand or  an  increase of approximately 21% when compared with  the previous
per iod. Addit iona l in format ion  on  the Office's capita l asset s can  be found in  the Note 6 of the basic financia l
sta tements.

Deprecia t ion  expense is determined and recorded using a  st ra igh t -line method over  the est imated usefu l lives

of the rela ted asset s. In  accordance with  genera lly accepted account ing pr inciples (GAAP)/ deprecia t ion

expense is ca lcu la ted based on  the or igina l cost  of the asset  less an  est imated sa lvage va lue/ where applicable.

For  the year  ended J une 30, 2017, deprecia t ion  expense recorded on  books amounted to $5.1 thousand and is

presen ted in  the sta tement  of act ivit ies.

The following is a  schedule of the Office's capita l asset s act ivity:

Governmenta l Act ivit ies

2017
Capita l asset s being deprecia ted

Office equipment
Computer  equipment

Tota l capita l asset s bemg deprecia ted

Less accumula ted deprecia t ion

Office equipment
Computer  equipment

Tota l accumula ted deprecia t ion

Capita l asset s/ net  of accumula ted deprecia t ion

Lon2:-term Debt

Tota l accrued compensa ted absences owed by the Office amounted to $31k as of J une 30, 2017. Addit iona l
informat ion  on  the Office's long-term liabilit ies can  be found in  the Note 7 of the basic financia l sta tements.

2017

$ 20/938 $
15/283

36/221

(3,279)
(2/999)

(6/278)

$ 29/943 $

2016

13/059
12/165

25/224

(218)
(202)

(420)
24/804

Change

$ 7/879
3,118

10/997

(3/061)
(2/797)

(5/858)

$ 5/139
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Independent  Consumer  Protect ion  Office
(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Management 's Discussion  and Analysis - (Cont inued)

J une 30, 2017

Curren t ly Known Facts

Puer to Rico Oversish t  Manaeement , and Economic Stabilit s^  Act  (PROMESA)

On J une 30, 2016,. President  Obama signed in to law the Puer to Rico Oversigh t / Management , and Economic

Stability Act  (PROMESA). The Act  would crea te a  st ructure for  exercising federa l oversigh t  over  the fisca l
a ffa ir s of t er r itor ies. PROMESA (a) established an  Oversigh t  Board with  broad powers of budgeta ry and
financia l cont rol over  Puer to Rico; and (b) is crea t ing procedures for  adjust ing debts accumula ted by the Puer to
Rico government  and it s inst rumenta lit ies and poten t ia lly for  debts of other  ter r itor ies. Other  diverse provisions

of the Act  include the Puer to Rico's r igh t  to determine it s fu ture polit ica l sta tus is a ffirmed, the au thor ity of the
Governor / with  board approva l/ to reduce the min imum wage for  most  workers in  Puer to Rico under  the age

of 25 for  a  four -year  per iod/ an  au tomat ic stay on  lit iga t ion / and accelera ted processes for  the review and

permit t ing of in frast ructure project s designa ted as "Cr it ica l Project s/" The effect  of the approva l of th is Act  over
the Office/s/ if any, has not  been  determined.

Contact ing the Office's F inancia l Management

This financia l repor t  is designed to provide a  genera l overview of the Office's finances for  a ll those with  an

in terest  in  the Office's finances. If you  have quest ions about  th is repor t  please contact  the Puer to Rico

Independent  Consumer  Protect ion  Office / The Hato Rey Center / Su ite 524, 268 Ponce de Leon Avenue/ San

J uan/ Puer to Rico 00918.

-15-



Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Sta tement  of Net  Posit ion

J une 30, 2017

Governmenta l

Act ivit ies

Assets

Curren t  asset s

Cash

Prepa id
Account  receivable

307/538
3,739

100

Tota l cur ren t  asset s

Non-cur ren t  asset s

Capita l asset s/ net

Tota l asset s

311/377

29/943

$ 341/320

Liabilit ies

Curren t  liabilit ies

Accounts payable

Accrued liabilit ies

Due to Puer to Rico Energy Commission

Tota l cur ren t  liabilit ies

Non-cur ren t  liabilit ies

Accrued compensa t ion  absences/ non-cur ren t  por t ion

2/903
703

14/737

18/343

31,060

Tota l liabilit ies 49/403

Net  posit ion

Net  investment  in  capita l asset s

Unrest r icted

Tota l net  posit ion

Tota l liabilit ies and net  posit ion

See accompanying notes to basic financia l sta tements

29/943
261,974

291/917

341/320
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Independent  Customer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Sta tement  of Act ivit ies

Year  Ended J une 30, 2017

Expenses

Program

Revenues

Opera t ing
Grants and

Cont r ibu t ions

Governmenta l act ivit ies:

Consumer  protect ion  services 514/395 $ 580/000

Tranfer  ou t

Transfer  ou t  to Puer to Rico Energy Administ ra t ion

Change in  net  posit ion

Net  posit ion / beginning of per iod

Net  posit ion / end of year

Net

(Expenses)
Revenues and

Changes in

Net  Posit ion

Governmenta l

Act ivit ies

65/605

(46/400)

19/205

272,712

$ 291/917

See accompanymg notes to basic financia l sta tements
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Balance Sheet" Governmenta l Fund

J une 30, 2017

Genera l Fund

See accompanying notes to basic financia l sta tements
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Assets

Cash  $ 307/538
Prepa id 3/739
Account  receivable 100

Tota l asset s $ 311/377

Liabilit ies and Fund Balance

Liabilit ies
Accounts payable $ 2/903

Accrued liabilit ies 703
Due to Puer to Rico Energy Commission  _14/737

Tota l liabilit ies 18/343

Fund ba lance

Assigned

Consumer  protect ion  services _293/034

Tota l liabilit ies and fund ba lance $ 311/377



Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Reconcilia t ion  of the Balance Sheet  of Governmenta l Funds

to the Sta tement  of Net  Posit ion

J une 30, 2017

Tota l fund ba lance per  fund financia l sta tements $ 293/034

Amounts repor ted for  governmenta l act ivit ies in  the sta tement  of net  posit ion

are differen t  because:

Capita l asset s used in  governmenta l act ivit ies a re not  cur ren t  financia l resources

and/ therefore/ a re not  repor ted in  the fund financia l sta tements/ net  of

a ccumula ted deprecia t ion  of $6/278 29/943

Liabilit ies of accrued compensa ted absences tha t  a re not  to be pa id with  cur ren t

financia l resources and/ therefore/ a re not  repor ted in  the fund financia l sta tements (31/060)

Net  posit ion  of governmenta l act ivit ies $ 291/917

See accompanying notes to basic financia l sta tements
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Sta tement  of Revenues/ Expenditures and Changes in  Fund Balances

Governmenta l Funds

Year  Ended J une 30, 2017

Revenues:

Appropr ia t ions from Puer to Rico Energy Commission  $ 580,000

Expenditures:

Sa la r ies 236/000

Payroll t axes 26/946

Professiona l services 127/204

Adver t isin  g 6/ 575

Rent  82/745

Insurance 3/845

Office Suplies 8/506

Capita l ou t lays 10/997

Other  8/169

Tota l expenditures 510/987

Excess of revenues over  expenditures before t ransfers 69/013

Tranfer  Out

Transfer  ou t  to Puer to Rico Energy Administ ra t ion  (4^ 4(X))

Change in  fund ba lance 22/613

Fund ba lance/ a t  beginning of per iod 270/421

Fund ba lance/ a t  end of year  $ 293/034

See accompanying notes to basic financia l sta tements
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Reconcilia t ion  of the Sta tement  of Revenues/ Expenditures and Changes in  Fund Balances

of Governmenta l Funds to the Sta tement  of Act ivit ies

J une 30, 2017

Net  changes in  fund ba lance - tota l governmenta l funds $ 22/613

Amounts repor ted for  governmenta l act ivit ies in  the sta tement  of act ivit ies

are differen t  because:

Governmenta l funds repor t  capita l ou t lays as expenditures. In  the sta tement

of act ivit ies/ the cost  of these asset s is a lloca ted over  their  est in ia ted usefu l lives

as deprecia t ion  expense. This is the amount  by which  capita l ou t lays exceeded

deprecia t ion  expenses for  th is per iod. 5/139

Some expenses repor ted in  the sta tement  of act ivit ies do not  require the use of

financia l resources and therefore/ a re not  repor ted as expenditures in  the

governmenta l funds. This includes the increase in  the accrued compensa ted

absences debt . __. ,(^ 47)

Change in  net  posit ion  of governmenta l act ivit ies $ 1<?/205

See accompanying notes to basic financia l sta tements
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Notes to the Fmandal Sta tements

J une 30, 2017

Note 1 - Repor t ing en t ity

Orsar t iza t ion

The Independent  Consumer  Protect ion  Office (the //0ffice//) was crea ted on  May 27,2014 under  the

provisions of the "Puer to Rico Energy Transformat ion  and Relief Act". The Office began  it s

opera t ions on  December  15, 2015, the da te in  which  it s director  was appoin ted. The Office sha ll be
the key component  for  the fa ith fu l and t ransparen t  execut ion  of the Puer to Rico Energy Reform. It

sha ll be an  independent  government  en t ity in  charge of educa t ing, assist ing/ and represen t ing

customers who receive energy services in  the Commonwealth  of Puer to Rico. Organiza t iona lly/ the

Office is overseen  by the Director  appoin ted by the Governor  with  the advice and consent  of the

Sena te. The Office is a lso suppor ted by an  execut ive director  who works together  with  the Puer to

Rico Energy Affa ir s Administ ra t ion  and provides technica l advice to the commissioners.

The financia l sta tements of the Office have been  prepared in  accordance with  account ing pr inciples

genera lly accepted in  the United Sta tes/ as applied to governmenta l un it s. The Governmenta l

Account ing Standards Board (GASB) is the standard-set t ing body for  governmenta l account ing and
financia l repor t ing. The GASB per iodica lly upda tes it s exist ing Governmenta l Account ing and
Financia l Repor t ing Standards,, which  a long with  subsequent  GASB pronouncements (Sta tements

and In terpreta t ions)/ const itu tes GAAP for  governmenta l un it s. The Office has prepared the

required supplementary in format ion  t it led Management 's Discussion  and Analysis/ which  precedes

the basic financia l sta tements/ and the Budgeta ry Compar ison  Schedule - Genera l Fund/ which

succeeds the notes to the fmancia l sta tements.

F inancia l repor t ing en t ity

The financia l repor t ing en t ity included in  th is repor t  consist s of the financia l sta tements of the Office
(pr imary government ). In  addit ion / the pr imary government  may determine, th rough exercise of

management 's professiona l judgment / tha t  the inclusion  of an  organiza t ion  tha t  does not  meet  the

financia l accountability cr iter ia  is necessary in  order  to prevent  the repor t ing en t ity's fmancia l

sta tements from being misleading. Other  en t it ies should be eva lua ted as poten t ia l component  un it s

if they a re closely rela ted to/ or  financia lly in tegra ted with / the pr imary government . It  is a  mat ter

of professiona l judgment  to determine whether  the na ture and the sign ificance of a  poten t ia l
component  un it /s rela t ionsh ip with  the pr imary government  warran t  inclusion  in  the repor t ing

ent ity. An en t ity should be considered a  component  un it  if meets any of the following three

condit ions:
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Notes to the F inancia l Sta tements - (Cont inued)

IuneSO/2017

Note 1 - Repor t ins en t ity - ^ cont inued)

Financia l repor t ing en t ity - fcont inued)

1. The pr imary government  appoin ts a  vot ing major ity of the en t ity's govern ing body/ and

either :

•  A financia l benefit /burden  exist  between  the pr imary government  and the en t ity or

•  The pr imary government  can  impose it s will on  the en t ity.

2. The en t ity is fisca lly dependent  on  the pr imary government  and there is a  financia l
benefit /burden  between  the pr imary government  and the en t ity.

3. It  would be necessary to include the en t ity as a  component  un it  since the pr imary

governments financia l sta tements would be misleading without  it .

Based on  the above cr iter ia , there a re no poten t ia l component  un it s which  should be included as a

par t  of the financia l sta tements.

Note 2 - Basis of presen ta t ion  and summary of sign ifican t  account ing policies

GASB No. 34

The accompanying basic financia l sta tements of the Office have been  prepared in  conformity with
account ing pr inciples genera lly accepted (GAAP) in  the United Sta tes of Amer ica  as prescr ibed by
the Governmenta l Account ing Standard Board (GASB). In  J une 1999, the GASB issued Sta tement
No. 34, Basic F inancia l Sta tements—and Management 's Discussion  and Analysis—for  Sta te and

Loca l Governments (GASB No. 34). This Sta tement  establishes financia l repor t ing requirements for

sta te and loca l governments. The Office has adopted the provisions of GASB No. 34 as well as others

sta tements refer red to below.

Basis of presen ta t ion  - fund account ing

The accounts of the Office a re organized on  the basis of governmenta l funds. Each  fund is accounted

for  by a  separa te set  of self-ba lancing accounts tha t  compr ises it s asset s/ liabilit ies/ h ind ba lance/

revenues and expenditures. Fund financia l sta tements repor t  deta iled in format ion  about  the Office's

cur ren t  financia l resources. The focus of governmenta l fund financia l sta tements is on  major  funds

ra ther  than  repor t ing funds by type. Each  major  h ind is presen ted in  a  separa te column.
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Notes to the F inancia l Sta tements -(Cont inued)

J une 30, 2017

Note 2 - Basis of presen ta t ion  and summary of sign ifican t  account ing policies - fcont inued)

Governmenta l funds

The Office repor t s the following major  governmenta l fund: Genera l Fund - This is the Office's
pr imary opera t ing fund. It  accounts for  a ll financia l opera t ions/ except  for  those required to be

accounted for  in  another  fund/ if any.

Measurement  focus and basis of account ing

Measurement  focus refers to what  is being measured in  the financia l sta tements/ while basis of

account ing refers to the t iming in  which  t ransact ions a re recognized in  the opera t ing sta tements.

The governmenta l funds use a  cur ren t  financia l resources measurement  focus and a re accounted for

using the modified-accrua i basis of account ing.

Under  the modified-accrua l basis of account ing/ revenues a re recorded when suscept ible to accrua l/

i.e. when  they become both  measurable and ava ilable. Measurable means tha t  the amount  of the

t ransact ion  can  be determined or  reasonably est imated. Revenues a re considered to be ava ilable

when they a re collect ible with in  the cur ren t  per iod or  soon  enough thereafter  to pay liabilit ies of the
cur ren t  per iod. Expenditures a re recorded when the rela ted h ind liability is incur red/ i.e./ tha t  t lie

liability will be liqu ida ted with  expendable ava ilable financia l resources.

Government -wide financia l sta tements

The government -wide financia l sta tements include the sta tement  of net  posit ion  and the sta tement

of act ivit ies and display informat ion  of a ll the act ivit ies of the Office as a  whole. The Office's
act ivit ies a re considered governmenta l type. The government -wide financia l sta tements a re

prepared using the economic resources measurement  focus and the accrua l basis of account ing. This

approach  differs from the manner  in  which  governmenta l fund financia l sta tements a re prepared.

Therefore, governmenta l fund financia l sta tements include reconcilia t ions with  br ief explana t ions

to bet ter  iden t ify the rela t ionsh ip between  the government -wide financia l sta tements and the

sta tements for  governmenta l funds.

Net  posit ion

Net  posit ion  is the difference between  asset s and defer red out flows of resources and liabilit ies and

defer red in flows of resources in  the government -wide financia l sta tements. Net  posit ion  might  be

repor ted in  th ree (3) ca tegor ies:
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Notes to the F inancia l Sta tements -(Cont inued)

J une 30, 2017

Note 2 - Basis of presen ta t ion  and summary of sign ifican t  account ing policies - (cont inued)

Net  posit ion  - fcont inued)

Net  investment  in  capita l asset s -it  consist s of capita l asset s/ net  of accumula ted deprecia t ion /

reduced by the ou tstanding ba lance of long-term debt  tha t  is a t t r ibu table to the acquisit ion^
const ruct ion  or  improvement  of those asset s.

Rest r icted net  posit ion  - resu lt s, when  const ra in t s placed on  net  posit ion  use/ a re externa lly

imposed by gran tors/ cont r ibu tors/ or  laws or  regula t ions of other  governments or  imposed by

law through const itu t iona l provisions or  enabling legisla t ion .

Unrest r icted net  posit ion  - th is consist s of net  posit ion  tha t  does not  meet  the defin it ion  of the
two preceding ca tegor ies. Unrest r icted net  posit ion  often  has const ramts on  resources tha t  a re

imposed by management / bu t  can  be removed or  modified.

Defer red out flows/inflows of resources

In  addit ion  to asset s/ the sta tement  of net  posit ion  will somet imes repor t  a  separa te sect ion  for

defer red out flows of resources. This separa te financia l sta tement  element / defer red out flows of

resources^  represen ts a  consumpt ion  of net  posit ion  tha t  applies to a  fu ture per iod(s) and so will not

be recognized as an  ou t flow of resources (expense/ expenditure) un t il then .

In  addit ion  to liabilit ies/ the sta tement  of net  posit ion  will somet imes repor t  a  separa te sect ion  for

defer red in flows of resources. This separa te financia l sta tement  element / defer red in flows of

resources/ represen ts an  acquisit ion  of net  posit ion  tha t  applies to a  fu ture per iod(s) and so will not

be recognized as an  in flow of resources (revenue) un t il tha t  t ime. The government  has th ree (3) it ems

tha t  qua lify for  repor t ing in  th is ca tegory:

Govemment-mandated or  volunta ry non-exchanse t ransact ions received before the t ime

requirements have been  met  - Federa l and sta te gran ts received before the beginning of the fisca l

year  to which  they per ta in  a re recognized as defer red in flows of resources on  both  the ba lance

sheet  of the governmenta l funds and in  the government -wide sta tement  of net  posit ion . The

amounts defer red would be recognized as an  in flow of resources (revenue) in  the per iod in

which  the t ime requirements a re fu lfilled.
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Note 2 - Basis of presen ta t ion  and summary of sign ifican t  account ing policies - (cont inued)

Defer red out flows/inflows of resources - fcont inued)

UnaYailable revenue repor ted under  the modlified-basis of account ing - Amounts collected or

to be collected a fter  the ava ilability per iod a re recognized as unava ilable revenue in  the
governmenta l funds ba lance sheet . The amounts a re defer red and recognized as an  in flow of

resources (revenue) in  the per iod tha t  the amounts become ava ilable. Since th is defer red in flow

of resources is the resu lt  of the modified-accrua l basis of account ing, it  is on ly repor ted in  the

governmenta l fund financia l sta tements.

Defer red out flows/inflows of resources rela ted to pensions - Amounts repor ted for  changes in

ca lcu la t ion  of the net  pension  liability tha t  resu lt  from: a ) differences between  expected and
actua l exper ience; b) changes of assumpt ions; c) net  difference between  projected and actua l

earn ings on  pension  plan  investments; d) changes in  propor t ion  and difference between  the

Office's cont r ibu t ions and propor t iona te share cont r ibu t ions; and e) the Office's cont r ibu t ions

subsequent  to the measurement  da te.

Non-exchanse t ransact ions

GASB Sta tement  No. 33, "Account ing and F inancia l Repor t ing for  Non-exchange Transact ions"

established account ing and financia l repor t ing standards for  non-exchange t ransact ions involving

financia l or  capita l resources (for  example/ most  t axes/ gran ts and pr iva te dona t ions). In  non-

exchange t ransact ions/ a  government  gives (or  receives) va lue without  direct ly receiving (or  giving)

equa l va lue in  return . This is differen t  from an  exchange t ransact ion / in  which  each  par ty receives

and gives up essen t ia lly equa l va lues. Under  the provisions of th is Sta tement , the provider  and t ihe

recipien t  should recognize the non-exchange t ransact ion  as an  expense/expenditure and revenue/

respect ively/ when  a ll eligibility requirements a re sa t isfied.

Capita l asset s

Proper ty and equipment  purchased or  acquired a re car r ied a t  h istor ica l cost  or  estuna ted h istor ica l

cost . The Office's capita liza t ion  policy is to capita lize individua l amounts exceeding $500. Other
costs incur red for  repa ir  and main tenance a re expensed as incur red. Capita l asset s u t ilized in  the

governmenta l funds a re recorded as expenditures in  the governmenta l funds financia l sta tements.

Deprecia t ion  expense is recorded in  the government -wide financia l sta tements. Deprecia t ion  on  a ll

asset s is ca lcu la ted on  the st ra igh t -line basis over  the asset s' est imated usefu l life. There is no

deprecia t ion  recorded for  land and const ruct ion  in  progress. The est imated usefu l lives of capita l

asset s a re as follows:
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Note 2 - Basis of presen ta t ion  and summary of sign ifican t  account ing policies - (cont inued)

Capita l asset s - ('con t inued)

Office and computer  equipment  and furn iture 5 Years

Leasehold improvements 10 Years

Compensa ted absences

The Office's employees accumula te vaca t ions and sick leave. Compensa ted absences a re recorded

as a  liability if (1) a re earned on  the basis of services a lready per formed by employees/ (2) it  is
probable tha t  will be pa id (in  the form of pa id t ime off/ cash  payments a t  t ermina t ion  or  ret irement /
or  some other  means) and (3) a re not  cont ingent  on  a  specific event  (such  as illness). The Office's

employees accumula te unpa id vaca t ion  and sick leave and associa ted employee-rela ted cost s when

earned (or  est imated to be earned) by the employee. The Office s employees a re gran ted fifteen  (15)
days of vaca t ions and eigh teen  (18) days of sick leave annua lly. Vaca t ions may be accumula ted up

to a  maximum of sixty (60) days and sick leave up to a  maximum of n inety (90) days. In  the event
of employee resigna t ion / the employee is pa id for  accumula ted vaca t ions up to the maximum

allowed. Employee who separa te from employment  due to ret irement  or  with  a t  least  t en  (10) years

of service and was not  a  par t icipant  of any ret irement  system of the Commonwealth  of Puer to Rico

are en t it led to a  sick leave payment  up to n inety (90) days.

The accrua l of compensa ted absences includes on ly vaca t ion  and sick leave. The en t ire compensa ted

absence liability is repor ted on  the govermnent -wide financia l sta tements. For  governmenta l funds

financia l sta tements/ on ly the matured amount  tha t  is normally expected to be pa id using

expendable ava ilable financia l resources is repor ted as liability. The non-cur ren t  por t ion  of the

liability is not  repor ted. The Office accrues a  liability for  compensa ted absences which  meet  the
following cr iter ia :

•  The Office's obliga t ions rela t ing to employees7 r igh ts to receive compensa t ion  for  fu ture

absences a re a t t r ibu table to employees/ services a lready rendered.

•  The obliga t ions rela te to r igh t  tha t  vest  or  accumula te.

•  Payment  for  the compensa t ion  is probable.

•  The amount  can  be reasonably est imated.
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Note 2 - Basis of presen ta t ion  and summary of sign ifican t  account ing policies - (cont inued)

Compensa ted absences - (cont inued)

In  accordance with  the above cr iter ia  and requirements as established by GASB No. 16 "Account ing

for  Compensa ted Absences'7, the Office has accrued a  liability for  compensa ted absences/ which  has

been  earned but  not  t aken  by the Office/s employees. For  the govermnent -wide sta tements/ the

cur ren t  por t ion  is the amount  est imated to be used in  the following year . For  the governmenta l

funds sta tements, the matured por t ion  of compensa ted absences is on ly considered and represen ts

a  reconciling item between  the fund level and government -wide presen ta t ion . The non-cur ren t

por t ion  of accrued compensa ted absences as of J une 30, 2017 amounted to $31/060.

Fund ba lance repor t ing

GASB Sta tement  No. 54, "Fund Balance Repor t ing and Governmenta l Fund Type Defin it ions"/

establishes standards for  fund ba lance classifica t ions tha t  compr ise a  h iera rchy based pr imar ily on

the exten t  to which  a  govermnent  is bound to observe const ra in t s imposed upon the use of the

resources repor ted in  governmenta l funds. Addit iona lly/ the defin it ions of the genera l fund/ specia l

revenue fund type/ capita l project s fund type/ debt  service fund type/ and permanent  fund type a re

cla r ified by the provisions in  th is Sta tement .

In terpreta t ions of cer ta in  terms with in  the defin it ion  of the specia l revenue fund type have been

provided and/ for  some governments,. those in terpreta t ions may a ffect  the act ivit ies they choose to

repor t  in  those funds. The capita l project s fund type defin it ion  a lso was cla r ified for  bet ter  a lignment
with  the needs of preparers and users. Defin it ions of other  governmenta l fund types a lso have been

modified for  cla r ity and consistency.

GASB No. 54 requires the fund ba lance amounts to be proper ly repor ted with in  one of the h ind
ba lance ca tegor ies listed below:

Non-spendable fund ba lance - amounts tha t  cannot  be spend because they a re either ; (a ) not

unspendable or  (b) lega lly or  cont ractua lly required to be main ta ined in tact .

Rest r icted fund ba lance - th is ca tegory includes amounts tha t  can  be spent  on ly for  the specific

purpose st ipu la ted by const itu t ion / externa l source providers or  th rough enabling legisla t ion .

Commit ted fund ba lance - th is classifica t ion  includes amounts tha t  can  be used only for  specific

purposes determined by a  formal act ion  of the en t it ies' h ighest -level decision  making au thor ity.
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Note 2 - Basis of presen ta t ion  and summary of sign ifican t  account ing policies - fcQnt inued)

Fund ba lance repor t ing - fcont inued)

Assigned fund ba lance - th is classifica t ion  is in tended to be used by the Office for  specific purposes
but  do not  meet  the cr iter ia  to be commit ted.

Unassigned fund ba lance - it  is the residua l classifica t ion  for  the governments genera l fund and

includes a ll expendable amounts no conta ined in  the other  classifica t ions.

Use of est imates

The prepara t ion  of the financia l sta tements in  conformity with  account ing pr inciples genera lly
accepted in  the United Sta tes of Amer ica  requires management  to make est imates and assumpt ions

tha t  a ffect  the repor ted amounts of asset s and liabilit ies a t  the da te of the basis financia l sta tements
and the repor ted amounts of revenues and expenses dur ing the repor t ing per iod. Actua l resu lt s

could differ  from those est imates.

Recent  pronouncements

GASB Sta tement  No. 75, Account ing and F inancia l Repor t ing for  Postemployment  Benefit s Other
Than  Pensions: The pr imary object ive of th is Sta tement  is to improve account ing and financia l

repor t ing by sta te and loca l governments for  postemployment  benefit s other  than  pensions (other

posternployment  benefit s or  OPEB). It  a lso improves in format ion  provided by sta te and loca l
governmenta l employers about  the financia l suppor t  for  OPEB tha t  is provided by other  en t it ies.
This Sta tement  replaces the requirements of Sta tement  No. 45, "Account ing and F inancia l Repor t ing

by Employers for  Postemployment  Benefit s Other  Than  Pensions^ / as amended/ and Sta tement  No.

57, "OPEB Measurements by Agent  Employers and Agent  Mult i-Employers P lans"/ for  OPEB. The

requirements of th is Sta tement  a re effect ive for  financia l sta tements for  per iods beginning a fter  J une

15,2017.

GASB Sta tement  No. 81, "Ir revocable Split -In terest  Agreements": The object ive of th is Sta tement  is

to improve account ing and financia l repor t ing for  ir revocable split -in terest  agreements by providing

recognit ion  and measurement  gu idance for  situa t ions in  which  a  government  is a  beneficia ry of the

agreement . This Sta tement  requires tha t  a  govermnent  tha t  receives resources pursuant  to an

ir revocable split -in terest  agreement  recognize asset s, liabilit ies/ and defer red in flows of resources a t

the incept ion  of the agreement . Fur thermore/ th is Sta tement  requires tha t  a  government  recognize

asset s represen t ing it s beneficia l in terest s in  ir revocable split -in terest  agreements tha t  a re

administered by a  th ird par ty/ if the goveimnent  cont rols the presen t  service capacity of the
beneficia l in terest s. This Sta tement  requires tha t  a  government  recognize revenue when the
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Note 2 - Basic of presen ta t ion  and summary of sign ifican t  account ing policies "(cont inued)

Recent  pronouncements ~ (cont inued)

GASB Sta tement  No. 81, "Ir revocable Split -In terest  Agreements^ : ~ (cont inued)

resources become applicable to the repor t ing per iod. The requirements of th is Sta tement  a re

effect ive for  financia l sta tements for  per iods beginning a fter  December  15, 2016 and should be
applied ret roact ively.

GASB Sta tement  No. 82, "Pension  Issues- An Amendment  of GASB Sta tement  No. 67, No. 68 and

No.73"_: The object ive of th is Sta tement  is to address cer ta in  issues tha t  have been  ra ised with  respect

to Sta tement  No. 67, "F inancia l Repor t ing for  Pension  P lans"/ No. 68, "Account ing and F inancia l

Repor t ing for  Pensions"/ and No. 73, "Account ing and F inancia l Repor t ing for  Pensions and Rela ted

Assets tha t  Are Not  With in  the Scope of GASB Sta tement  68, and Amendments to Cer ta in  Provisions
of GASB Sta tements 67 and 68".

GASB Sta tement  No. 83, "Cer ta in  Asset  Ret irement  Oblisa t ions"; This Sta tement  addresses

account ing and financia l repor t ing for  cer ta in  asset  ret irement  obliga t ions (AROs), An ARO is a

lega lly enforceable liability associa ted with  the ret irement  of a  t angible capita l asset . A government
tha t  has lega l obliga t ions to per form fu ture asset  ret irement  act ivit ies rela ted to it s t angible capita l
asset s should recognize a  liability based on  the gu idance in  th is Sta tement .

This Sta tement  establishes cr iter ia  for  determining the t iming and pa t tern  of recognit ion  of a  liability
and a  cor responding defer red out flow of resources for  AROs. This Sta tement  requires tha t

recognit ion  occur  when  the liability is both  incur red and reasonably est imable. The determina t ion

of when  the liability is incur red should be based on  the occur rence of externa l laws/ regula t ions/

cont ract s/ or  cour t  judgments, together  with  the occur rence of an  in terna l event  tha t  obliga tes a

government  to per form asset  ret irement  act ivit ies. Laws and regula t ions may require governments

to take specific act ions to ret ire cer ta in  tangible capita l asset s a t  the end of the usefu l lives of those

capita l asset s/ such  as decommission ing nuclear  reactors and dismant ling and removing sewage

t rea tment  plan ts. Other  obliga t ions to ret ire tangible capita l asset s may a r ise from cont ract s or  cour t

judgments. In terna l obliga t ing events include the occur rence of contamina t ion / placing in to

opera t ion  a  tangible capita l asset  tha t  is required to be ret ired/ abandoning a  tangible capita l asset

before it  is placed in to opera t ion / or  acquir ing a  tangible capita l asset  tha t  has an  exist ing ARO.
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Note 2 - Basis of presen ta t ion  and summary of sign ifican t  account ing policies- (cpntmued)

Recent  pronouncements - fcontmued)

GASB_Sta tement  No. 83, "Cer ta in  Asset  Ret irement  Obliea t ions" - fcontmued).

Also/ th is Sta tement  requires disclosure of in format ion  about  the na ture of a  government 's AROs/

the methods and assumpt ions used for  the est imates of the liabilit ies/ and the est imated remain ing

usefu l life of the associa ted tangible capita l asset s. If an  ARO (or  por t ions thereof) has been  incur red
by a  government  bu t  is not  yet  recognized because it  is not  reasonably est imable/ the government  is

required to disclose tha t  fact  and the reasons therefore. This Sta tement  requires simila r  disclosures

for  a  government 's minor ity shares of AROs.

The requirements of th is Sta tement  a re effect ive for  repor t ing per iods beginning a fter  J une 15, 2018.
Ear lier  applica t ion  is encouraged.

GASB Sta tement  No. 84, ^ Fiducia ry Act ivit ies": The object ive of th is Sta tement  is to improve

guidance regarding the ident ifica t ion  of fiducia ry act ivit ies for  account ing and financia l repor t ing
purposes and how those act ivit ies should be repor ted. This Sta tement  establishes cr iter ia  for

ident ifying fiducia ry act ivit ies of a ll sta te and loca l governments. The focus of the cr iter ia  genera lly
is on  (1) whether  a  government  is cont rolling the asset s of the fiducia ry act ivity and (2) the
"beneficia r ies with  whom a  fiducia ry rela t ionsh ip exist s. Separa te cr iter ia  a re included to iden t ify

fiducia ry component  un it s and postemployment  benefit  a r rangements tha t  a re fiducia ry act ivit ies.

An act ivity meet ing the cr iter ia  should be repor ted in  a  fiducia ry fund m the basic financia l
sta tements. Governments with  act ivit ies meet ing the cr iter ia  should presen t  a  sta tement  of fiducia ry

net  posit ion  and a  sta tement  of changes in  fiducia ry net  posit ion . An except ion  to tha t  requirement

is provided for  a  business-type act ivity tha t  normally expects to hold custodia l asset s for  th ree
months or  less. This Sta tement  descr ibes four  fiducia ry funds tha t  should be repor ted/ if applicable:
(1) pension  (and other  employee benefit ) t rust  funds/ (2) investment  t rust  funds/ (3) pr iva te-purpose
t rust  funds/ and (4) custodia l funds. Custodia l funds genera lly should repor t  fiducia ry act ivit ies tha t
a re not  held in  a  t rust  or  equiva len t  a r rangement  tha t  meets specific cr iter ia . A fiducia ry component

unit , when  repor ted in  the fiducia ry fund financia l sta tements of a  pr imary government / should

combine it s in format ion  with  it s component  un it s tha t  a re fiducia ry component  un it s and aggrega te

tha t  combined informat ion  with  the pr imary government 's fiducia ry funds. This Sta tement  a lso

provides for  recognit ion  of a  liability to the beneficia r ies in  a  fiducia ry h ind when an  event  has
occur red tha t  compels the government  to disburse fiducia ry resources. Events tha t  compel a

government  to disburse fiducia ry resources occur  when  a  demand for  the resources has been  made

or  when  no h ir ther  act ion / approva l/ or  condit ion  is required to be taken  or  met  by the beneficia ry

to release the asset s. The requirements of th is Sta tement  a re effect ive for  repor t ing per iods beginning

after  December  15, 2018. Ear lier  applica t ion  is encouraged.
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Note 2 - Basis of presen ta t ion  and summary of sign ifican t  account ing policies - {cont inued)

Recent  pronouncements - fcont inued)

GASB Sta tement  No. 85, //0imubus_87//

The object ive of th is Sta tement  is to address pract ice issues tha t  have been  ident ified dur ing
implementa t ion  and applica t ion  of cer ta in  GASB Sta tements. This Sta tement  addresses a  var iety of

topics including issues rela ted to blending component  un it s/ goodwill/ fa ir  va lue measurement  and

applica t ion / and postemployment  benefit s (pensions and other  postemployment  benefit s (OPEB).
The requirements of th is Sta tement  a re effect ive for  repor t ing per iods beginning a fter  J une 15, 2017.

Ear lier  applica t ion  is encouraged.

GASB Sta tement  No. 86, "Cer ta in  Debt  Ext insu ishment  Issues"

The pr imary object ive of th is Sta tement  is to improve consistency in  account ing and financia l

repor t ing for  in -substance defeasance of debt  by providing guidance for  t ransact ions in  which  cash

and other  moneta ry asset s acquired with  on ly exist ing resources - resources other  than  the proceeds

of refunding debt  -a re placed in  an  ir revocable t rust  for  the sole purpose of ext inguish ing debt . This

Sta tement  a lso improves account ing and financia l repor t ing for  prepa id insurance on  debt  tha t  is

ext inguished and notes to the financia l sta tements for  debt  tha t  is defeased in  substance. This

sta tement  is effect ive for  repor t ing per iods beginning a fter  J une 15, 2017. Ear lier  applica t ion  is
encouraged.

GASB Sta tementNoJ iZ^ Leases"

The object ive of th is Sta tement  is to bet ter  meet  the in format ion  needs of financia l sta tement  users

by improving account ing and financia l repor t ing for  leases by governments. This Sta tement

increases the usefu lness of governments' financia l sta tements by requir ing recognit ion  of cer ta in

lease asset s and liabilit ies for  leases tha t  previously were classified as opera t ing leases and

recognized as in flows of resources or  ou t flows of resources based on  the payment  provisions of the

cont ract  It  established a  single model for  lease account ing based on  the founda t iona l pr inciples tha t
leases a re financing of the r igh t  to use an  under lying asset . Under  th is Sta tement / a  lessee is required

to recognize a  lease liability and an  in tangible r igh t -to-use lease asset / and a  lessor  is required to

recognize a  lease receivable and a  defer red in flow of resources/ thereby enhancing the relevance and

consistency of in format ion  about  governments leasing act ivit ies. The requirements of th is

Sta tement  a re effect ive for  repor t ing per iods beginning a fter  December  15, 2019. Ear lier  applica t ion
is encouraged.
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Note 2 ~ Basis of presen ta t ion  and summary of sign ifican t  account ing policies - ('con t inued')

Recent  prQnouncements ~ (cont inued^ )

The impact  of the implementa t ion  of these sta tements on  the Office's financia l sta tements/ if any/

has not  yet  been  determined.

Note 3 - Risk financins

The Office car r ies commercia l insurance to cover  casua lty/ theft / cla ims and other  losses. The Office s

cur ren t  insurance policies have not  been  cancelled or  t ermina ted. For  workers compensa t ion / the

Sta te Insurance Fund Corpora t ion / a  component  un it  of the Commonwealth  of Puer to Rico/ provides

the workers compensa t ion  to the Office s employees in  case of in jur ies in  the workplace.

Note 4 - Custodia l credit  r isk

The custodia l credit  r isk is the r isk tha t / in  an  event  of a  financia l inst itu t ion  fa ilu re/ the Office's

deposit s may not  be recovered. The Commonwealth  of Puer to Rico requires tha t  public funds

deposited in  commercia l banks must  be fu lly colla terahzed for  the amount  deposited in  excess of

federa l deposit  insurance.

Note 5 - Consumer  Protect ion  Services

The Office sha ll receive an  annua l budget  a lloca t ion  equa l to ten  (10) percent  of the amount  a lloca ted
to the Puer to Rico Energy Commission  pursuant  to Ar t icle 6.16 (c) of Act  No. 57. This a lloca t ion
sha ll come from the same source of financing as the Commission . Dur ing the per iod ended J une 30,

2016, the Office recorded in  2015 and 2016 appropr ia t ions since the Office commenced opera t ions
on  December  15, 2015.

This space is in ten t iona lly left  in  blank
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Note 6 - Capita l asset s

Capita l asset s' act ivity of the Office for  the year  ended J une 30, 2017, consisted of the following:

Ba lance as of Ba lance as of

J une 30,2016 Addit ions Ret irements J une 30,2017

Note 8 -

Capita l asset s bemg deprecia ted:

Office equipment  3
Computer  equipment

Tota l capita l asset s being deprecia ted

Less accumula ted deprecia t ion

Office equipment
Computer  equipment

Tota l accumula ted deprecia t ion

Capita l asset s/ net  of accumula ted deprecia t ion  ^

i 13,059 $
12,165

25/224

(218)
(202)
(420)

; 24/804 $

7/879 $
3,118

10,997

(3/061)
(2/797)
(5/858)

5,139 $

$ 20,938
15,283

$ 36/221

(3,279)
(2/999)
(6,278)

$ 29/943

Deprecia t ion  expense amount ing to $5/858 was charged to the Consumer  Protect ion  Services

funct ion  in  the government  -wide sta tements of act ivit ies.

Note 7 - Non-cur ren t  liabilit ies

Non-cur ren t  liabilit ies consist  of compensa ted absences ba lances of accrued vaca t ion  and sick leave

and represen ts the Office's commitment  to fund such  cost s from fu ture assignments. The following

summar izes the act ivity of the compensa ted absences obliga t ions as of J une 30, 2017:

Governmenta l Act ivit ies:
Compensa ted absences

Eovees/ pension  plan

Balance as of

J une 30,2016

$ 22/513

Net  Change

$ 8/547

Balance as of

J une 30,2017

$ 31/060

Due with in
One Year

$

As of the da te of these financia l sta tements/ the Office does not  par t icipa te in  the Employees'
Ret irement  System of the Government  of Puer to Rico (ERS).
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Notes to the F inancia l Sta tements - (Cont inued)

J une 30, 2017

Note 9 - Commitments

The Office has non-cancelable opera t ing leases with  the SF III PR/ LLC/ pr imar ily for  the Office's
administ ra t ive facilit ies tha t  expire over  a  min imum term of five (5) years and can  be renewed for

addit iona l t erms/ as provided in  each  cont ract . For  the year  ended J une 30, 2017, ren t  expenditures

for  the Office amounted to approximately $82/700 under  such  opera t ing leases.

The fu ture min imum payments for  these leases a re as follows:

Year  Ending

J une 30,

2018
2019
2020
2021
Tota l

Amount

$ 70/061
70/954

71/877
72,828

$ 285/720

Note 10 - Going concern

Puer to Rico's Governor  Ricardo Rosello has recent ly revea led a  plan  to pr iva t ize the Puer to Rico

Elect r ic Power  Author ity (PREPA) over  the next  18-months. The Office's revenues der ive from

appropr ia t ions made by the Puer to Rico Energy Commission / which  a re ca lcu la ted a t  "10% of the
Puer to Rico Energy Commission 's revenues from appropr ia t ions made by PREPA/ as mandated by

Act  No 57 of May 27, 2014.

The Office will implement  the following cr it ica l factors in  the case tha t  the pr iva t iza t ion  of PREPA
occurs in  the near  fu ture:

a . Cut  professiona l services cont ract s

b. Seek legisla t ion  in  order  to propose a  ta r iff-based revenue of the Office from a ll energy

suppliers of Puer to Rico.

The effect  of the approva l of the pr iva t iza t ion  of PREPA over  the Office's opera t ions and existence
had not  been  determined yet .
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Notes to the F inancia l Sta tements ~ (Cont inued)

J une 30, 2017

Note 11 - Subsequent  events

The Commission  eva lua ted subsequent  events th rough May 21, 2018, which  is the da te these
financia l sta tements were ava ilable to be issued. No events have occur red subsequent  to the ba lance

sheet  da te and the da tes the financia l sta tements were ava ilable to be issued/ tha t  would require

addit iona l adjustments or  disclosure in  the financia l sta tements.
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Required Supplementary Informat ion
Budgeta ry Compar ison  Schedule ~ Genera l Fund

Year  Ended J une 30, 2017

Revenues

Appropr ia t ions from Puer to Rico Energy Commission

Expenditures

Sa la r ies and fr inge benefit s

Professiona l services

Insurance

Travel

Rent

Mater ia ls

Capita l ou t lays

Other

Tota l expenditures

Budget
Amounts

Or igina l

$ 580/000

274/000

169/000
15/000

5/000

70/000

10/000
20/000

17/000

580,000

Budget
Amounts

Fina l

$ 580/000

274,000

169/000

15,000

5/000

70,000

10/000
20/000

17/000

580/000

Actua l

(Budgeta ry

Basis)

$ 580/000

262/946

127/204

3/845

82/745

8/506

10/997

14/744

510/987

Var iance

Posit ive

(Negat ive)

$ . -

11,054

41/796

11455
5,000

(12745)
1/494

9/003

2/256

69/013

Transfer  ou t

Transfer  ou t  Puer to Rico Energy Administ ra t ion

Excess of revenues over  expenditures

46/400

$ 22/613

(46/400)

22/613
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Independent  Consumer  Protect ion  Office

(An Execut ive Agency of the Commonwealth  of Puer to Rico)

Notes to the Budgeta ry Compar ison  Schedule - Genera l Fund

J une 30, 2017

Note 1 - Stewardsh ip, compliance and accountability

The Budgeta ry Compar ison  Schedule - Genera l Fund only presen ts the in format ion  for  the genera l

fund for  which  there is a  lega lly adopted budget / as required by GAAP. It  presen ts compar isons of
the lega lly adopted budget  with  actua l da ta  on  a  budgeta ry basis. The Office's budget  is prepared
for  the Genera l Fund following sta te requirements. Budget  amendments a re approved by the Board

of Directors. The budget  is prepared on  a  budgeta ry (sta tu tory) basis of account ing which  is
differen t  from GAAP. Revenues include amounts classified by GAAP as other  financing sources

and a re genera lly recognized when cash  is received. Expenditures include encumbrances and

amounts classified by GAAP as other  financing uses and a re genera lly recorded when the rela ted

expenditure is incur red or  encumbered, Unencumbered appropr ia t ions lapse a t  year  end.

On a  GAAP basis/ encumbrances ou tstanding a t  year  end a re repor ted in  the governmenta l funds

as a  designa t ion  of fund ba lance since they do not  const itu te expenditures or  liabilit ies/ while on  a

budgeta ry basis encumbrances a re recorded as expenditures of the cur ren t  year . On the other  hand/

under  the sta tu tory basis of account ing/ the Office uses encumbrance account ing to record the h ill

amount  of purchase orders/ cont ract s/ and other  commitments of appropr ia ted resources as

deduct ions from the appropr ia t ion  pr ior  to actua l expenditure. In  the governmenta l funds/

encumbrance account ing is a  sign ifican t  aspect  of budgeta ry cont rol.

The presen ta t ion  of the budgeta ry da ta  excludes long-term, obliga t ions such  as compensa ted

absences and deprecia t ion  charges for  capita l asset s. Histor ica lly/ those obliga t ions have been

budgeted on  a  pay-as-you-go basis. Because account ing pr inciples applied for  purposes of

developing da ta  on  a  budgeta ry basis differ  sign ifican t ly from those used to presen t  financia l
sta tements in  conformity with  GAAP/ a  reconcilia t ion  of en t ity/ tun ing, and basis differences in  the

excess (deficiency) of revenue and other  financing sources over  (under ) expenditures and other

financing uses for  the year  ended J une 30, 2017 is presen ted below for  the genera l fund:

Uses/out flows of resources:

Actua l amounts (budgeta ry basis) tota l charges to appropr ia t ion

from the budgeta ry compar ison  schedule $ 510/987

Tranfer  ou t  - 46/400

Encumbrances a t  end of per iod

Tota l expenditures as repor ted on  the sta tements of revenues/ expenditures and

changes in  fund ba lance - governmenta l funds $ 557/387
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