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2 de abril de 2014

Hon. Eduardo Bhatia Gautier
Presidente

Senado de Puerto Rico

PO Box 9023431

San Juan, PR 00902-3431

Ley Num. 508 --- Informes

Estimado sefior Presidente:

De conformidad con el Articulo 18 de la Ley Num. 508-2004, la Autoridad rinde los siguientes
informes:

1. Estado financiero auditado para el afio terminando en el 30 de junio de 2013.

2. Copia del informe radicado el 23 de septiembre de 2013 a la Asamblea Legislativa y al
Gobernador de Puerto Rico de las actividades realizadas y logros principales
alcanzados por parte de la Autoridad desde su establecimiento el 29 de septiembre de
2004 hasta junio de 2013. (Ley Num. 508 de 29 de septiembre de 2004, conocida como
Ley de la Autoridad para el Redesarrollo y Facilidades de la Estacion Naval Roosevelt

Roads).

La Autoridad informa ademas, que para el afio terminado el 30 de junio de 2013 la Autoridad
recibié $36,706.00 por concepto de renta de negocios establecidos en Roosevelt Roads.

Agradecemos la oportunidad de poder expresarnos en torno a este asunto y quedamos a su
entera disposicién para contestar cualquier pregunta que pueda tener en torno a los
comentarios antes expuestos,

Atentamente,
<

Maria de L. Blazquez Arsu
Directora Ejecutiva

¢ Hon. Alberto Bac6 Bagué
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Management of the

Local Redevelopment Authority of the Lands and
Facilities of Naval Station Roosevelt Roads

San Juan, Puerto Rico

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of Local Redevelopment Authority of the Lands and
Facilities of Naval Station Roosevelt Roads (the "LRA-RR") as of and for the year ended June 30, 2013, and the

related notes to the financial statements, which coliectively comprise the LRA-RR's basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of

the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order o design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the

reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.




Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the LRA-RR as of June 30, 2013, and the respective changes in financial position,
and, where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter

As described in Note 4, the LRA-RR's beginning of the year fund balances and net position have been restated.
The restatements are the result of an inadvertently understatements identified on beginning balances. As a result of
the restatements, as of July 1, 2012, the General Fund balance increased by $9,318, the Federal Fund decreased
by $71,789, and the Proprietary net position decreased by $185,250. The restatement also affects the beginning
balance of net position by a decrease of $59,469. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis and budgetary comparison information on pages 3 and 8 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management's responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the LRA-RR's basic financial statements. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic financial
statements. Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the schedule of expenditures of federal awards is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

In addition, the accompanying Statement Of Sources And Uses Of Sale And Lease Proceeds has not been subject
to the auditing procedures applied in the audit of the financial statements of LRA-RR and accordingly, we express
no opinion on it.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 25, 2014 on
our consideration of the LRA-RR's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters, The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standardsin
considering LRA-RR’s internal contro! over financial reporting and compliance.

February 25, 2014
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Our discussion and analysis of the Local Redevelopment Authority of the Lands and Facilities of Naval Station
Roosevelt Roads (the “LRA-RR") financial performance provide a narrative overview of the LRA-RR's financial
activities for the fiscal year ended June 30, 2013, and is intended to serve as an introduction to the basic financial
statements, which have the following components: (1) government-wide financial statements; (2) fund financial
statements; and (3) notes to the financial statements. This Management Discussion and Analysis (the “MD&A") is
designed to: (a) assist the reader in focusing on significant financial matters; (b) provide an overview of the
LRA-RR's financial activities; (c) identify any material changes from the original budget; and (d) highlight individual
fund matters. We encourage readers to review this information together with the LRA-RR’s basic financial
statements that follow.

FINANCIAL HIGHLIGHTS
e The LRA-RR's net position decreased by $1,146,455, or nearly 97% compared to prior year.
s The LRA-RR received $900,000 in legisiative appropriations.
e Federal grants from governmental activities increased by $140,701 or 18% compared to prior year.
» This year's Governmental Funds' expenses totaled $3,372,577.
MAJOR FINANCIAL ELEMENTS

Revenues — The General Fund is the primary operating fund of the LRA-RR. The General Fund revenues are
broadly based and include revenues not accounted for in other funds. All funds received from the Government of
the Commonwealth of Puerto Rico (the "Commonwealth”) that are not restricted by law or by contractual
agreements are recorded in this fund. In addition, it accounts for the funds available and not used in prior years by
the budgetary fund. The Federal Fund includes the federal received grants from the Department of Defense (DoD)
through the Office of Economic Adjustment. Proprietary Fund's revenues include income generated from rentals
and sales of lands and revenues that represent the charges for water and sewer services, and electricity provided
for a determined period until the utility services are transferred to the Puerto Rico Aqueduct and Sewer Authority
(PRASA) and the Puerto Rico Electric Power Authority (PREPA), respectively.

Expenditures — Expenditures consist principally of payroll, professional services, materials, and supplies.
OVERVIEW OF THE FINANCIAL STATEMENTS
Government-wide Financial Statements

The government-wide financial statements provide a broad view of the LRA-RR's operations in a manner similar to
a private sector business. The statements provide both short and long-term information about the LRA-RR's
financial position, which assists in assessing the LRA-RR’s economic condition at the end of the fiscal year. These
are prepared using the flow of economic resources measurement focus and the accrual basis of accounting. This
basically means they follow methods that are similar to those used by most businesses. They take into account all
revenues and expenses connected with the fiscal year even if cash involved has not been received or paid. The
government-wide financial statements include two statements:

+  Statement of Net Position - This presents all of the government's assets and liabilities with the
difference between the two reported as net position. Over time, increases or decreases in the LRA-RR's
net position may serve as a useful indicator of whether the financial position of the LRA-RR is improving
or deteriorating.



LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Government-wide Financial Statements (Continued)

Statement of Activities — This presents information showing how the government's net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenue and
expenses are reported in this statement for some items that will not result in cash flows until future fiscal
periods (such as earned but unused vacation leave). This statement also presents a comparison between
direct expenses and program revenue for each function of the LRA-RR.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives. The LRA-RR, like other states and local governments, uses fund accounting to
help ensure and demonstrate compliance with finance related legal requirements. The fund financial statements
focus on individual parts of the LRA-RR, reporting the LRA-RR's operations in more detail than the
government-wide financial statements. All of the funds of LRA-RR can be divided into two categories. it is important
to note that these fund categories use different accounting approaches and should be interpreted differently. The
two categories of funds are the following:

Governmental Funds Financial Statements — Governmental funds are used to account for essentially
the same functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, the governmental fund financial statements
focus on near-term inflows and outflows of expendable resources. They also focus on the balances of
expendable resources available at the end of the fiscal year. Such information may be useful in
evaluating the LRA-RR's near term financing requirements. This approach is known as using the flow of
current financial resources measurement focus and the modified accrual basis of accounting.

These statements provide a detailed short-term view of the LRA-RR’s finances that assist in determining
whether there will be adequate financial resources available to meet the current needs of the LRA-RR.
Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government's near term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and the governmental activities. These reconciliations are presented on the page
immediately following each governmental fund financial statement.

The LRA-RR has two major governmental funds. Each major fund is presented in a separate column in
the governmental funds balance sheet and in the governmental funds statement of revenues,
expenditures, and changes in fund balances. The LRA-RR's two major governmental funds are the
General Fund and the Federal Fund. The basic governmental funds financial statements can be found
immediately following the government-wide financial statements.




LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)
Fund Financial Statements (Continued)

The LRA-RR adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstrate compliance with this budget. The
statement of revenue and expenditures — budget and actual — budget basis — general fund only
presents the information for the general fund for which there is a legally adopted budget, as required by
GAAP.

*  Proprietary Funds Financial Statements — These funds are used to show activities that operate more
like those of commercial enterprises. Because these funds include rentals and/or sales of lands and
charge fees for services provided to outside customers, including local governments, they are known as
enterprise funds. Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. Like the government-wide financial statements, proprietary fund financial
statements use the accrual basis of accounting. There is no reconciliation needed between the
government-wide financial statements for business-type activities and the proprietary fund financial
statements. The LRA-RR has one major proprietary fund. The basic proprietary fund financial statements
can be found immediately following the governmental fund financial statements.

Notes to the Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and the fund financial statements. The notes to the basic financial statements can be found
immediately following the proprietary fund financial statements.

THE LRA-RR AS A WHOLE
Government-wide Financial Statements Analysis

Current Assets - The LRA-RR current assets decreased by $381,678 or 25%, mainly as a result of a decrease in
cash and accounts receivable.

Capital Assets - As of June 30, 2013, the LRA-RR invested $16,550,616 in capital assets net from accumulated
depreciation. This amount represents a net increase of $8,503,146 or approximately 106% when compared to the
fiscal year ended on June 30, 2012. On May 6, 2013, the LRA-RR acquired a tract of land (Parcel | and Il) located
in Ceiba, Puerto Rico from the U.S. Department of the Navy (DON) for a total amount of $8,500,000.

Long-term Liabilities - On May 6, 2013, with the purchase of Parcel | and Il mentioned above, the LRA-RR agreed
to pay the DON the amount of $8,500,000 in fiteen annual equal principal instaliments plus interest commencing
one year after the LRA-RR's current payment obligations for Parcel lll.

Net Position - The LRA-RR's net position decreased from prior year by $1,146,455 or 97%, mainly as a result of
increase in debts. Unrestricted funds, the part of net position that can be used to finance day-to-day operations
without constraints established by debt covenants, legislation, or legal requirements decreased from $744,254 at
June 30, 2012 to $(165,891) at June 30, 2013.



LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

THE LRA-RR AS A WHOLE (CONTINUED)

Increase (Decrease)

2013 2012 Amount %

Current and other assets $ 1,168,311 % 1,649,989 §( 381,678) ( 25)%
Capital assets, net 16,550,616 8.047.470 8,503,146 106%
Total assets $ 17718927 $_ 9597458 § 8,121,468 85%
Current liabilities 3 1,334,202 § 566,279 $ 767,923 136%
Long-term liabilities 16,345,000 7.845.000 8,500.000 108%
Total liabilities $ 17679202 % 8411279 $ 9,267,923 110%

Net Position:
Net investment in capital assets $ 205616 $ 202,470 $ 3,146 2%
Restricted for specific purpose - 239,456 ( 239,456) ( 100)%
Unrestricted { 165.891) 744,254 ( 910.145) (__122)%
Total net position $ 39,7256 $ 1,186,180 $( 1,146.455) ( 9%




LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

THE LRA-RR AS A WHOLE (CONTINUED)

Governmental activities

Revenues for the LRA-RR (including grants for capital improvements) decreased by $(120,896) or (5)%. Total

expenditures increased by $27,052 or 1%.

Functions/Programs

Revenues
Legislative appropriations
Federal grants
Water services
Electricity services
Rent
Other

Total revenues

Expenditures
Administrative services
Salaries and fringe benefits
Professional services
Rent
Maintenance
Advertising
Insurance
Travel
Services cost
Other

Total expenditures
Change in net position

Net position, beginning of fiscal year, as
previously presented (unaudited for 2012)

Restatement

Net position, end of fiscal year

Revenues Increase (Decrease)
2013 2012 Amount %

5 900,000 3 1,100,000 $( 200,000) ( 18)%
934,876 794,175 140,701 18%
270,190 244,727 25,463 10%
143,818 - 143,818 100%
36,707 - 36,707 100%
- 267,585 ( 267,685) (_100Y%

2,285 591 2406487 ( 120,896} ( 5)%
361,183 77,762 283,421 364%
633,115 641,769 ( 8,654) ( 1)%

1,035,916 2,068,523 ( 1,032,607} ( 50)%
34,191 47445 ( 13,254} ( 28)%
91,940 - 91,490 100%
26,039 56,390 ( 30,351) ( 54)%
134,602 89,137 45,465 51%
28,989 - 28,989 100%

1,026,321 364,499 661,822 182%

281 - ( 281) (__100Y%

3372577 3,455,525 27,052 1%

( 1.086,986) ( 939.038) ¢ 147.948) 16%

1,186,180 2,941,294 ( 1,755,114) ( 60)%

( 59.469) ( 816.076) 756,607 ( 93)%

1,126,711 2125218 ( 998 507) ( 47)%

§ 39726 § 1186180 $( 1.146455) ( 97k



LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

THE LRA-RR’'S COMBINED FUND BALANCE

The LRA-RR’s governmental funds reported a combined fund balance of $919,305, in comparison to last year's

combined fund balance of $1,1563,037, representing a decrease of $421,982 as a result of the LRA-RR’s operations
during the fiscal year.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

The indicators that follow were taken into account when adopting the General Fund budget for 2013. The original
and the final amount available for appropriation in the General Funds budget for the fiscal year 2013 was $900,000.

CONTACTING THE LRA-RR'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the LRA-RR's finances and to show the LRA-RR's accountability for the money it receives. If you have
questions about this report or need additional financial information, contact the Local Redevelopment Authority

of the Lands and Facilities of Naval Station Roosevelt Roads, Finance Department, 355 F.D. Roosevelit Ave.
Office 106, Hato Rey, PR 00918.




LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

STATEMENT OF NET POSITION
JUNE 30, 2013
Total
Governmental Business-type Governmental
___Activities Activities Funds

ASSETS
Cash $ 396,857 $ - $ 396,957
Accounts receivable:

State and Local - 185,972 185,972

Federal Grants 26,702 - 26,702
Internal balances 321,887 ( 321,887) -
Prepaid expenses 554,483 - 554,483
Other Assets 4,197 4197
Capital assets, net 16,550,616 - 16.550.616
Total Assets $ 17854842 §( 135915) $_ 17,718927
LIABILITIES
Accounts payable 3 384,921 3 564,464 3 949,385
Accrued liabilities 332,804 - 332,804
Compensated absences 52,013 - 52,013
Long-term debt 16,345,000 - 16,345,000
Total Liabilities $ 17114738 % 564464 $ 17679202
NET POSITION
Net investment in capital assets $ 205,616 - 205,616
Restricted - - -
Unrestricted 534,488 ( 700,379) ( 165.891)
Total Net Position 3 740,104 3( 700319) $ 39,725

See accompanying notes to the basic financial statements
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2013

ASSETS

Cash

Accounts receivable
Prepaid expenses
Other assets

Due from other funds

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable

FUND BALANCES
Restricted
Unassigned

Total fund balances

Total
General Federal Governmental
Fund Fund Funds
$ 83281 % 313676 $ 396,957
- 26,702 26,702
531,577 22,906 554,483
: 4,197 4,197
321.887 - 321,887
3 936745 $ 367,481 $_ 1304226
3 124613 § 260,308 $ 384,921
- 107,173 107,173
812,132 - 812,132
812,132 107,173 918,305
$ 0936745 § 367481 § 1304226

See accompanying notes to the basic financial statements
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO
THE STATEMENT OF NET POSITION

JUNE 30, 2013

Total Fund Balances — Governmental Funds

Amounts reported for governmental activities in the statement of net position are
different because:

Capital assets used in governmental activities are not current financial
resources and, therefore, are not reported in the governmental funds balance
sheet

Long-term debt

Compensated absences not liquidated immediately with current financial
resources are not reported in the governmental funds balance sheet

Legal claim with current financial resources are not reported in the
governmental funds balance sheet

Other

Net Position of Governmental Activities

See accompanying notes to the basic financial statements
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$ 919,305

16,550,616

( 16,345,000)

( 52,013)

(180,000
(__152,804)
$ 740104




LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCES - GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Revenues
Legislative appropriations
Federal grant

Expenditures
Salaries and fringe benefits
Administrative services
Professional services
Insurance
Rent
Maintenance
Advertising
Travel
Other
Capital outlays

Total expenditures
Excess of Expenditures Over Revenues
Other Financing Sources
Transfer from other funds
Transfer to other funds
Total other financing sources

Net Change in Fund Balance

Fund Balances, beginning of fiscal year, as previously
reported

Restatement
Fund Balances, beginning of fiscal year, as restated

Fund Balances, end of fiscal year

Total
General Federal Governmental
Fund Fund Funds

$ 900,000 % - $ 900,000
- 934,876 934,876
900.000 034,876 1,834,876
69,357 558,297 627,654

1,650 23,075 24,725

601,275 434,641 1,035,916
129,721 4,881 134,602

- 34,191 34,191
81,570 10,370 91,940
25,559 480 26,039

3,086 25,003 28,989

- 281 281

- 6.800 6,800
912.218 1.098.919 2011137

{ 12,.218) { 163.043) ( 176.261)
5,326 103,875 109,201

{ 103,8758) | 326) ¢ 104.201)
( 98,549) 103,549 5.000
{ 110,767)  { 60,494) ( 171.261)
913,581 239,456 1,153,037

9318 ( 71,789 ( 62.471)

922 899 167.667 1.090,566
$ 812132 $ 107,473 §__ 919,305

See accompanying notes to the basic financial statements
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS WITH THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Net Change in Fund Balances - Total Governmental Funds $( 176,261)

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However, in the
government-wide statement of activities and changes in net position, the cost
of those assets is allocated over their estimated useful lives 6,800

Depreciation expense on capital assets is reported in the government-wide
statement of activities and changes in net position, but do not require the use
of current financial resources. Therefore, depreciation expense on capital
assets is not reported as expenditure in the governmental funds ( 3,654)

A reduction in the compensated absences liability represents a long-term
effect in net position that is not reported as part of net changes in
governmental funds ( 5,461)

Other transactions reported in the statement of activities does not require the
use of current financial resources and therefore are not reported as

expenditures in governmental funds (332,804)
Change in Net Position of Governmental Activities $(  511.380)

See accompanying notes to the basic financial statements
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND

FACILITIES OF NAVAL STATION ROOSEVELT ROADS

(A Component Unit of the Commonwealth of Puerto Rico)

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GENERAL FUND
Budget Amounts Actual Variance with
Original Final Amounts Final Budget

Revenues 3 900,000 $ 900,000 $ 900,000 $ -
Expenditures

Salaries and fringe benefits 50,000 50,000 69,357 19,357

Professional services 695,600 695,600 601,275 ( 94,325)

Advertising 74,000 74,000 25559 ( 48,441)

Administrative services 15,000 156,000 1,650 ( 13,350)

Insurance 30,000 30,000 128,721 99,721

Rent 35,400 35,400 - ( 35,400)

Maintenance - - 81,570 81,570

Travel - - 3,086 3,086

Other - - ( 21,067} ¢ 21,067)

Total expenditures 900,000 900,000 891,151 ( 8.849)

Excess of Revenues / (Expenditures) Over
{Expenditures) / Revenues - - 8,849 { 8,849)
Other Financing Sources

Reclassification to Proprietary Fund - - 5,000 5,000

Transfer from other funds - - 326 326

Transfer to other funds - - ( 103.875) { 103,875)
Net Change in Fund Balance - - ( 98,549} ( 98,549)
Fund Balance, beginning of fiscal year 4,000 4,000 ¢ 1,110478) ( 1.106.,478)
Fund Balance, end of fiscal year 3 4000 $ 4,000 $( 1209027) $( 1,205027)

See accompanying notes to the basic financial statements
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AUTHORITY FOR THE REDEVELOPMENT OF THE LAND AND
THE FACILITIES OF THE ROOSEVELT ROADS NAVAL STATION
(A Component Unit of the Commonwealth of Puerto Rico)
STATEMENT OF NET POSITION - PROPRIETARY FUND

JUNE 30, 2013

ASSETS
Accounts receivable, net
LIABILITIES

Account payable
Due to other funds

NET POSITION

Unrestricted

See accompanying notes to the basic financial statements
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$ 185972

$ 564,464

321,887

— 886,351

$(__700,379)




LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN
FUND NET POSITION - PROPRIETARY FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Operating Revenue
Water services
Electricity services
Rent

Operating Expense
Water services
Electricity services
Bad debt

Operating Loss
Non-Operating iIncome (Expenses)
Transfer from General Fund
Net Change in Net Position
Net Position - beginning of fiscal year, as previously reported
Restatement
Net Position — beginning of fiscal year, as restated

Net Position — end of fiscal year

See accompanying notes to the basic financial statements
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$ 270,190
143,818
36,706
450,714
704,569
318,107

3.644
1,026,320

(  575,606)

5,000

{  580.606)

65,477
(188250
( 122.773)
$(__700.379)



LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)
STATEMENT OF CASH FLOWS - PROPRIETARY FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Cash Flows from Operating Activities
Receipts from customers

Payments to suppliers

Net cash used in operating activities

Cash Flows from Noncapital Financing Activities;
transfer from the General Fund

Cash Flows from Capital and Related Financing Activities;
advances from General Fund

Net change in cash
Cash, beginning of year

Cash, end of year

Reconciliation of Operating Income to Net Cash Provided by Operating Activities

Operating loss
Adjustments to reconcile operating loss to net cash
provided by operating activities:
Bad debt
Change in assets and liabilities:
Accounts receivable
Accounts payable

Net cash used in operating activities

See accompanying notes to the basic financial statements
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$ 505,825
(__ 637.462)
(__ 131,637)
( 5,000)
136,637
s -
$( 575,606)
3,644
55,111
385,214
443 969
$(__131,637)




LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NATURE OF THE LRA-RR

Organization — The Local Redevelopment Authority of the Lands and Facilities of Naval Station Roosevelt
Roads (the “LRA-RR") is a public corporation and government instrumentality of the Commonwealth of
Puerto Rico, which is hereby created as an independent corporate and political body, created by Law No.
5084 of September 29, 2004. The LRA-RR's objective is to redevelop the lands and facilities of the Naval
Station Roosevelt Roads and work with the private sector, in collaboration with the government, to provide
incentives and tools needed to maximize the potential of our talented pool of workers, and the physical and
ecological attributes found within the site.

Financial Independence — The LRA-RR is responsible for its debts and has the right to its surplus. No
governmental agency receives the benefit nor can impose financial restraints on the LRA-RR.

Board of Directors — The LRA-RR is directed by a Board of Directors constituted by the Secretary of
Economic Development and Commerce, who is the Chairperson, two persons designated by the Mayor of
the Municipality of Ceiba, a person designated by the Mayor of the Municipality of Naguabo, a person
designated by the President of the Senate, a person designated by the Speaker of the House of
Representatives and three persons designated by the Governor.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of the LRA-RR conform to accounting principles generally accepted
in the United States of America (“U.S. GAAP"), as applicable to governmental entities.

Measurement Focus, Basis of Accounting, and Financial Statements Presentation
Government-Wide Financial Statements

The government wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenue is recorded when earned and expenses are recorded when a
liability is incurred, regardiess of the timing of related cash flows. Grants and similar items are recognized
as revenue as soon as all eligibility requirements have been met.

Net assets are reported in three categories:

Net Investment in Capital Assets — These consist of capital assets, net of accumulated depreciation and
amortization and reduced by outstanding balances of bonds, notes, and other debt that is attributed to the
acquisition, construction, or improvement of those assets.

Restricted Net Position — These result when constraints placed on the net position use are either
externally imposed by creditors, grantors, contributors, and the like or imposed by law through
constitutional provisions or enabling legisiation.

Unrestricted Net Position — These consist of net position that do not meet the definition of the two
preceding categories. Unrestricted net position often is designated to indicate that management does not
consider them to be available for general operations. Unrestricted net assets often have constraints on
resources that are imposed by management, but can be removed or modified. When both restricted and
unrestricted resources are available for use, generally, it is the LRA-RR's policy to use restricted resources
first, then the unrestricted resources as they are needed.
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
{A Component Unit of the Commonwealith of Puerto Rico)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus, Basis of Accounting, and Financial Statements Presentation (Continued)

Governmental Funds Financial Statements

The governmental funds financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is
both measurable and available. Revenue is considered to be available when it is collectible within the
current period or soon enough thereafter to pay liabilities of the current period. Principal revenue sources
considered susceptible to accrual as cash is received. In applying the susceptible to accrual concept to
federal grants, there are essentially two types of revenues. For the majority of grants, moneys must be
expended by the LRA-RR on the specific purpose or project before any amounts are reimbursed.

The proprietary fund financial statements are used to show activities that operate more like those of
commercial enterprises. Because these funds include rentals and/or sales of lands and charge fees for
services provided to outside customers, including local governments, they are known as enterprise funds.
Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. Like the government-wide financial statements, proprietary fund financial statements use the
accrual basis of accounting. There is no reconciliation needed between the government-wide financial
statements for business-type activities and the proprietary fund financial statements. The LRA-RR has one
major proprietary fund. Proprietary Fund's revenues include income generated from sales and/or rentals of
lands and revenues that represent the charges for water, sewer, and electricity services provided for a
determined period until the utility services is transfer to the Puerto Rico Aqueduct and Sewer Authority
(PRASA) and Puerto Rico Electricity Power Authority (PREPA). The basic proprietary fund financial
statements can be found immediately following the governmental fund financial statements.

Revenue is, therefore, recognized as expenditures are incurred to the extent available. For the other
revenue, moneys are virtually unrestricted and are generally revocable only for failure to comply with
prescribed compliance requirements. These resources are reflected as revenue at the time of receipt or
earlier if the susceptible to accrual criteria is met. Expenditures are generally recorded when a liability is

incurred, as under accrual accounting. Modifications to the accrual basis of accounting include the
following:

+ Employees’ vested annual vacation and sick leave are recorded as expenditures when utilized.

e The amount of accumulated annual vacation and sick leave unpaid at June 30, 2013 has been
reported only in the government wide financial statements.

* Executory purchase orders and contracts are recorded as a reserve of fund balance.

 Federal funds’ cost disallowances, other long-term obligations, and amounts subject to judgments
under litigation are recorded only when payment is due.

The LRA-RR is organized on the basis of funds, each of which is considered to be a separate accounting
entity. The transactions of each fund are summarized by providing a separate set of self-balancing
accounts which include their revenues and expenditures. An emphasis is placed on major funds. A fund is
considered major if it meets both of the following criteria:
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonweaith of Puerto Rico)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Measurement Focus, Basis of Accounting, and Financial Statements Presentation (Continued)
Governmental Funds Financial Statements (Continued)

Ten Percent Criterion — an individual governmental fund reports at least 10% of any of the following:
(a) total governmental fund assets, (b) total governmental fund liabilities, (c) total governmental fund
revenues, or (c) total governmental fund expenditures.

Five Percent Criterion — an individual governmental fund reports at least 5% of the total for both
governmental and enterprise funds of any one of the items for which the 10% criterion is met.

Governmental funds are those through which the general functions of the LRA-RR are financed. The
acquisition, use, and balance of the LRA-RR expendable financial resources are accounted for through the
governmental funds.

The following are the LRA-RR's major governmental funds:

General Fund - The General fund is the LRA-RR's primary operating fund. It accounts for all financial
resources not accounted for in other funds. All funds received from the Government that are not
restricted by law or contractual agreement are recorded in this fund.

Capital outlays in the General Fund are recorded as expenditures of those funds at the time of
purchase.

Federal Fund — The Federal fund accounts for the federal grant awarded by the Office of Economic
Adjustment.

Total Governmental Funds column — The total columns on the statements are provided only to facilitate
additional analysis. Inter-fund transactions have not been eliminated; therefore, total columns are not
comparable to a consolidation.

Interfund Transfer — Legally required transfers that are reported when incurred as transfer in by the
recipient fund and as transfer out by the disbursing fund, with receivables and payables presented as
amounts due to and due from other funds. Advances between funds are also presented as amounts due to
and due from other funds. However, these transfers and related amounts receivable and payable are
considered internal balances and activities that have been eliminated in the government wide financial
statements.

Fund Balance — In accordance with Government Accounting Standards Board (the “GASB") No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions, fund balance is composed of five
classifications designed to disclose the hierarchy of constraints placed on how fund balance can be spent,
as follows:

Non-spendable Fund balance ~ amounts that cannot be spent because they are gither (a) not in
expendable form or (b) legally or contractually required to be maintained intact.
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
{A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus, Basis of Accounting, and Financial Statements Presentation (Continued)

Governmental Funds Financial Statements (Continued)

Restricted Fund balance — amounts that are restricted to specific purposes externally imposed by
creditors or imposed by law. The LRA-RR’s restricted fund balance consists of the federal fund.

Committed Fund balance — amounts that can be used only for specific purposes imposed by formal
action (resolution) of the Board of Directors (the “Board”). Those committed amounts cannot be used for
any other purpose uniess the Board removes or changes the specified use by taking the same type of
action (resolution) it employed to previously commit those amounts. In contrast to fund balance that is
restricted by enabling legislation, committed fund balance classification may be redeployed for other
purposes with appropriate due process.

Assigned Fund balance — amounts in the assigned fund balance classification are intended to be used by
the LRA-RR for specific purposes but do not meet the criteria to be classified as restricted or committed. In
governmental funds other than General Fund, assigned fund balance represents the remaining that is not
restricted or committed. In the General Fund, assigned amounts represent intended uses established by
the Board or the LRA-RR official delegated that authority by Board resolution.

Unassigned fund balance — the portion of fund balance that has not been restricted, committed, or
assigned to specific purposes or other funds. The LRA-RR’s unassigned fund balance consists of the fund

balance amount in the General Fund. This fund balance is available for any purpose and management will
determine how to spend it.

The LRA-RR applies restricted resources first when expenditures are incurred for purposes for which either
restricted or unrestricted (committed, assigned, and unassigned) amount are available. Similarly, within
unrestricted fund balance, committed amounts are reduced first followed by assigned, and then unassigned

amounts when expenditures are incurred for purposes for which amounts in any of the unrestricted fund
balance classifications could be used.

The LRA-RR does not have a formal minimum fund balance policy.
Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities and related disclosures at the date of the financial statements, and

the reported amounts of revenues and expenditures during the reporting period. Actual results could differ
from those estimates.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments for
expenditures are recorded to reflect the use of the applicable spending appropriations, is used by the
general fund during the fiscal year to control expenditures. The cost of those goods received and services
rendered on or before June 30 are recognized as expenditures. For US GAAP reporting purposes,
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LLOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Encumbrances (Continued)

encumbrances outstanding at year end are reported within the restricted, committed, assigned, and
unassigned fund balance classifications and do not constitute expenditures or liabilities on US GAAP basis
because the commitments will be honored during the subsequent year. The unencumbered balance of any
appropriation of the general fund at the end of the fiscal year lapses immediately. Appropriations, other
than in the general fund, are continuing accounts for which the Legislature has authorized that an unspent
balance from the prior year be carried forward and made available for current spending.

Concentration of Credit Risk

The LRA-RR maintains cash on deposit with financial institutions. The laws of the Commonwealth of Puerto
Rico require public funds deposited in commercial banks to be collateralized by the bank when funds
exceed the amount insured by the Federal Government. The securities pledged by the banks as collateral
for those deposits are under the custody of the Secretary of the Treasury in the name of the
Commonwealth of Puerto Rico. Deposits with the Government Development Bank of Puerto Rico (GDB)
are exempt of the collateralization requirement and represent a credit risk of custody, because in case of
bankruptcy of the bank the entity will not recover its deposits.

Accounts Receivable

Accounts receivable are stated net of estimated allowances for uncollectible accounts, which are
determined, based upon past collection experience and current economic conditions.

The accounts receivable from non-governmental customers of the LRA-RR are net of estimated
uncoliectible amounts. These receivables arise primarily from service charges to users.

Capital Assets

Capital assets are stated at historical cost when purchased or at estimated fair market value when donated.
Costs of repairs and maintenance, which do not increase or extend the life of the respective assets are
expensed as incurred. Assets which cost or estimated fair value is stated over $500 are capitalized when
purchased or received as a donation. The cost or donation amount was assigned to those included at the
time of the acquisition.

Major outlays for capital assets are capitalized. In accordance to the presentation of a component unit,
capital assets (depreciated for the purpose of presentation by the primary government) are depreciated
using the straight-line method over the following estimated useful lives:

Asset Category Years
Furniture and fixtures 10
Computer equipment 3

There is no depreciation recorded for land.
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Compensated Absences

It is the LRA-RR’s policy to permit employees to accumulate earned but unused vacation and sick pay
benefits. The excess over 60 days of vacations and over 90 days of sick leave benefits are paid to the

employee. A liability is reported only for the amount due, for example, as a result of employee resignation
and retirement.

Budgetary Data

The Budget is prepared following the modified accrual basis of accounting. The actual result of operations,
presented in the Statement of Revenues, Expenditures, and Changes in Fund Balances — Budget and

Actual, is in conformity with the budgetary accounting of the LRA-RR for a better comparison with the
budget infarmation.

Subsequent Events

For purposes of these financial statements, subsequent events have been evaluated through February 25,

2013, which is the date the financial statements were available to be issued. For subsequent events, refer
to Note 13.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

(a) Budgetary Control — The LRA-RR is constitutionally required to submit to the Puerto Rico Office of
Management and Budget (PROMB) an annual balanced budget for the ensuing fiscal year. Section 7 of
Article VI of the Constitution of Puerto Rico provides that "The appropriations made for any fiscal year
shall not exceed the total revenue, including available surplus, estimated for the said fiscal year, unless
the imposition of taxes sufficient to cover the said appropriations is provided by law”,

The annual budget, which is developed utilizing elements of program budgeting, includes an estimate
of revenue and other resources for the ensuing fiscal year under: (i) laws existing at the time the
budget are submitted.

The Puerto Rico Office of Management and Budget (PROMB) has authority to amend the budget within
a department, agency, or government unit without legislative approval.

For budgetary purposes, encumbrance accounting is used. The encumbrances (that is, purchase
orders, contracts) are considered expenditures when a commitment is made. For GAAP reporting
purposes, encumbrances outstanding at year end are reported as reserves of budgetary appropriations
within GAAP fund balances and do not constitute expenditures or liabilities on a GAAP basis because
the commitments will be honored during the subsequent year. The unencumbered balance of any
appropriation of the general fund at the end of the fiscal year lapses immediately. Appropriations, other
than in the general fund, are continuing accounts for which the Legislature has authorized that an
unspent balance from the prior year be carried forward and made available for current spending.
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3.

LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (CONTINUED)

The PROMB has the responsibility to ensure that budgetary spending control is maintained on an
individual department basis. PROMB may transfer part or all of any unencumbered balance within a
department to another department subject to legislative approval. Budgetary control is exercised
through the Puerto Rico Integrated Financial Accounting System (PRIFAS). PRIFAS ensures that
encumbrances or expenditures are not processed if they exceed the department's total available
spending authorization, which is considered its budget. The legal level of budgetary control is at the
individual department level for general fund expenditures, principal and interest due for the year for the
debt service fund, and by bond authorization for capital expenditures.

(b) Budget/GAAP Reconciliation — The following schedule presents comparisons of the legally adopted
budget with actual data on a budget basis. Because accounting principles applied for purposes of
developing data on a budget basis differ significantly from those used to present financial statements in
conformity with GAAP, a reconciliation of entity, timing, and basis differences in the excess (deficiency)
of revenue and other financing sources over expenditures and other financing uses for the year ended
June 30, 2013 is presented below for the general fund (expressed in thousands):

Excess of expenditures and other financing uses over revenues and other financing sources - budget
basis $(98,549).

RESTATEMENT

The LRA-RR's beginning of the year fund balances and net position have been restated. The restatements
are the result of an inadvertently understatements identified on beginning balances. As a result of the
restatements, as of July 1, 2012, the General Fund balance increased by $9,318, the Federal Fund
decreased by $71,789, and the Proprietary net position decreased by $185,250. The restatement also
affects the beginning balance of net position by a decrease of $59,469. Our opinion is not modified with
respect to this matter.

CASH — CUSTODIAL CREDIT RISK DEPOSITS

The LRA-RR is authorized to deposit only in institutions approved by the Puerto Rico Treasury Department
(PRTD), and such deposits should be kept in separate accounts in the name of the LRA-RR. Under Puerto
Rico statutes, public funds deposited in commercial banks must be fully collateralized for the amount
deposited in excess of federal depository insurance. The LRA-RR'’s policy regarding deposits requires for
all opening of banks accounts to be approved by its Board of Directors.

Custodial credit risk is the risk that, in an event of a bank failure, the LRA-RR's deposits might not be
recovered. The Commonwealth requires that public funds deposited in commercial banks must be fully
collateralized for the amount deposited in excess of federal depository insurance. All securities pledged as
collateral are held by the PRTD. There is no formal policy for custodial credit risk for cash accounts opened
with commercial banks outside of Puerto Rico.

Deposits maintained in the GDB are exempt from the collateral requirement established by the
Commonwealth and thus represent a custodial credit risk because in the event of GDB's failure, the
Commonwealth may not be able to recover the deposits.

As of June 30, 2013, the component unit had approximately $83,281 of cash and cash equivalents that
were exposed to custodial credit risk as uninsured and uncollateralized.
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
{A Component Unit of the Commonwealth of Puerto Rico)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

CASH - CUSTODIAL CREDIT RISK DEPOSITS (CONTINUED))

The carrying amount of deposits at June 30, 2013 as shown in the statement of net position follows:

Unrestricted Restricted Total
Commercial bank $ - 3 313676 $ 313,676
Governmental bank 83,281 - 83,281
Total deposits 3 83281 § 313676 $ 396,957

COMPENSATED ABSENCES

Compensated absences as of June 30, 2013 were as follow:

Beginning Ending Due within
Balance Additions Reductions Balance one year
Vacations and licenses $ 25,168 $ 47,725 ¥ 43,941) § 28952 % 28,952
Sick leave benefits 21,284 32,428 ( 30,651) 23,061 23,061

3 46452 § 80153 $( 74,582) § 52013 § 52.013
CAPITAL ASSETS

The LRA-RR’s capital assets at June 30, 2013 were as follow:

Beginning Ending
Capital Assets Balance Increase Decrease Balance
Non-depreciable assets:
Land $ 8045000 $ 8500000 § - $ 16,545,000
Depreciable assets:
Furniture and equipment 2,964 6,800 - 0,764
Less accumulated depreciation:
Furniture and equipment ( 494) { 3.654) - ( 4,148)
Net depreciable assets 2,470 3,146 - 5616
Capital assets, net $ 8047470 § 8503146 3 = $ 16560616

The depreciation expense for the year ended on June 30, 2013 is $3,654 and is included as part of
administrative services in the governmental activities in the Statement of Activities.
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonweaith of Puerto Rico)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

LONG-TERM DEBT

On January 25, 2012, an agreement between the U.S. Department of the Navy (DON) and the LRA-RR
was formalized. The agreement consists in the acquisition of 1,370 acres of land and improvements
referenced to as Parcel lil at Naval Station Roosevelt Roads, with a total guaranteed payment of
$8,045,000, due in fiffeen annual equal principal instaliments plus interest beginning three (3) years after
the initial closing (as deferred herein) or September 30, 2015, whichever is later. Interest shall be
calculated at 150 basis points over the U.S. Treasury 10 Year Composite Note utilizing the rate established
on the first day of the month immediately prior to the due date that the first annual principal installment is
due.

On May 6, 2013, an agreement between the U.S. Department of the Navy (DON) and the LRA-RR was
formalized. The agreement consists in the acquisition of 2,039 acres of land and improvements referenced
to as Parcel | and Il at Naval Station Roosevelt Roads, with a total guaranteed payment of $8,500,000, due
in fifteen annual equal principal instaliments plus interest commencing one year after the LRA-RR's current
payment obligations for Parcel lil. Interest on the guaranteed consideration will begin accruing seven (7)
years after the Parcels | and 1l Closing and shall be calculated at 150 basis points over the U.S. Treasury
10 Year Composite Note as of the date of the Parcels | and |l Closing.

The Parcel was financed directly with the DON and subject to additional and special considerations
stipulated in the agreement. The LRA shall pay the DON "Additional Consideration" in the amount of forty
percent (40%) of all monies received by the LRA from the lease, sale, assignment or license of any portion
of real property in Parcel |, Il and lll, excluding any monies received by the LRA (i) from a public entity that
is providing monies to the LRA to reimburse the LRA for costs and operating expenses (i.e. utilities,
maintenance, etc.), and (ii) in connection with the provision, sale or transfer of utilities or utilities services, in
excess of eighty million dollars ($80,000,000.00) received by the LRA through September 30, 2035. When
due, such payments shall be paid annually on or before September 30 of each year for the time period
between June 30 of the previous year and June 30 of the current year. In addition, and as a special
consideration, if at any time within the five (5) year period beginning on the date of the Initial Closing, the
LRA sells, leases, assigns, or licenses any portion of Parcel |, i and Ili for a purpose not reasonably
contemplated in the Addendum to the 2004 Roosevelt Roads Reuse Plan dated April 30, 2010 ("Reuse
Plan Addendum") ("Outside Scope Parcel"), the LRA agrees to pay to the DON seventy-five percent (75%)
of the net proceeds received by the LRA for such Outside Scope Parcel in excess of the amount of the
Initial Consideration then outstanding ("Outside Scope Payment"). Any Outside Scope Payment required to
be paid to the DON under this section shall be in lieu of an Additional Consideration payment for such
parcel.
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
{A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

FUND BALANCES

Fund balances are classified as nonspendable, restricted required, committed, assigned, and/or
unassigned based primarily on the extent to which the LRA-RR is to observe constraints imposed upon the
use of the resources in the government funds. The constraints placed on the fund balances for the major
governmental funds and all other governmental funds are as follows:

Total Business-
General Federal Governmental type
Fund Fund Funds Funds Total
FUND BALANCES
Restricted $ - $ 107,173 § 107,173 § - 3 107,173
Unassigned 812,132 - 812,132 ( 700,379) 111,753

Total fund balances 3 812,132 $ 107,173 § 919,305 $( 700,379) $ 218,926

BUDGETARY COMPARISON SCHEDULE

Uses / outflows of resources

Actual amounts (budgetary basis) "available for appropriations” from the budgetary comparison schedule:

2012-2013 $ 934,876
Adjustments:
LRA-RR budgets for compensated absences on the cash basis,
rather than on the modified accrual basis 61,315
Depreciation 3,654
Other transactions 97,555
Total expenditures for the federal grant $ 1,097,300

INTERFUND AND INTRAENTITY TRANSACTIONS

Interfund receivables and payables at June 30, 2013, are summarized as follows:

Receivable Fund Payable Fund

Local Proprietary 133,637
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

INTERFUND AND INTRAENTITY TRANSACTIONS (CONTINUED)

Transfers from (to) other funds for the year ended June 30, 2013 are summarized as follows:

Transferee Fund Transferor Fund
Federal General 103,875
General Federal 326
General Proprietary 5,000

Transfer of $103,875 from the General Fund to the Federal Fund to fund the 10% requirement of matching
funds of the federal grant.

Transfer of $326 from the Federal Fund to the General Fund to fund an operational deficiency.
Transfer of $5,000 from General Fund to reclassify a tenant deposit.

CONTINGENCIES

The LRA-RR receives funds under federal grant programs and such awards are to be expended in
accordance with the provisions of each grant. Compliance with the grants is subject to audit by various
government agencies, which may impose sanctions in the event of non-compliance.

As of June 30, 2013, there is one pending litigation against the LRA-RR in the aggregate amount of
$392,398. The case is pending before the United States District Court for the Northern District of lllinois,
C.H. Johnson Consulting Inc. v. Roosevelt Roads Naval Station Lands and Facilities Redevelopment
Authority. In such case right now the complaint was answered and a motion requesting judgment under the
pleadings for failure to state a claim was filed. Plaintiff filed a motion to amend the complaint to try to
counter arguments for dismissal on December 20, 2013, and the LRA-RR opposed to such motion for
being futile on January 6, 2014. The LRA-RR is waiting for the court to rule upon such motions. At this
point, the LRA-RR is contesting vigorously the complaint. The other party has made offers to settle the
case for the amount of $180,000. The LRA-RR’s management has concluded that at least a liability for that
amount of $180,000 should be recorded in the Statement of Net Position.

SUBSEQUENT EVENTS
General Fund — Debt to the Puerto Rico Department of the Treasury

During February 2014, the LRA-RR has preliminary settled with the Puerto Rico Department of the
Treasury an outstanding debt related to tax withholdings not remitted to the Department for the amount of
$152,804. The debt will be paid in 33 equal instaliments plus interest of 10% starting on March 2014.

General Fund — Real Property Option to Purchase Agreement

On January 24, 2014, the LRA-RR has signed a Real Property Option for a Purchase Agreement with the
Puerto Rico Land Administration (“Land Administration”). The LRA-RR intends to sell a piece of land that
comprehends 43.63 “cuerdas” (0.97 of an acre) for the amount of $2,500,000. The LRA-RR has received a
down payment for the amount of $600,000. The agreement shall be finalized on or before June 30, 2016; if
not, it is considered terminated and LRA-RR should refund the down payment to the Land Administration.
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2013

Pass-Through
Federal Entity
Federal Grantor / Pass-Through Grantor / CFDA Identifying Total
Program Title Number Number Expenditures
U.S. Department of Defense
Office of Economic Adjustment pass-through programs
from:
Puerto Rico Department of Economic Development and
Commerce BCO-401
Community Economic Adjustment Assistance for
Establishment, Expansion, Realignment, or
Closure of a Military Installation 12.607 $ 1,097,300
Total Expenditures of Federal Awards s 1.097,300
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2013

BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the "Schedule") includes the federal grant
activity of the Local Redevelopment Authority of the Lands and Facilities of Naval Station Roosevelt Roads
(hereinafter the "LRA-RR") under programs of the federal government for the year ended June 30, 2012. The
information in this schedule is presented in accordance with the requirements of the U.S. Office of
Management and Budget (OMB) Circular A-133, Audits of States, Local Governments and Non-Profit
Organizations. Because the Schedule presents only selected portion of the operations of LRA-RR, it is not
intended to and does not present the financial position and changes in net position of LRA-RR.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in OMB Circular A-122, Cost Principles for Non-Profit
Organizations, wherein certain types of expenditures are not allowable or are limited as to reimbursement.

GENERAL OBJECTIVES

LRA-RR received grants from the U.S. Department of Defense through the Office of Economic Adjustment to
plan and undertake community economic development and base redevelopment; and, partner with the
Military Departments in response to the proposed or actual expansion, establishment, realignment or closure
of a military installation by the U.S. Department of Defense.

SCHEDULE NOT IN AGREEMENT WITH OTHER FEDERAL AWARDS REPORTING

The information included in the Schedule may not fully agree with other federal awards reports submitted
directly to federal granting agencies or pass-through entities because, among other reasons, the award
reports; (a) may be prepared for a different fiscal period, and (b) may include cumulative (from prior years
data rather than data from the current year only.

RELATION TO FEDERAL FINANCIAL REPORTS

The regulations and guidelines governing the preparation of federal financial reports vary by federal agency
and among programs administered by the same agency. Accordingly, the amounts reported in the federal
financial reports do not necessarily agree with the amounts reported in the accompanying schedule, which is
prepared on the basis of accounting explained in Note 2. OMB Circular A-133 requires that federal financial
reports claims for reimbursement contain information that is supported by the books and records from which
the basic financial statements have been prepared. LRA-RR prepares the federal financial reports and
claims for reimbursement primarily based on information from the internal accounting records of LRA-RR.

CONTINGENCIES

LRA-RR receives funds under federal grant programs and such awards are to be expended in accordance
with the provisions of each grant. Compliance with the grants is subject to audit by various government
agencies, which may impose sanctions in the event of noncompliance.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors and Management of the
Local Redevelopment Authority of the Lands and

Facilities of Naval Station Roosevelt Roads
San Juan, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of Local Redevelopment Authority of the Lands and Facilities of Naval Station Rooseveit Roads (the
“LRA-RR"), as of and for the year ended June 30, 2013, and the related notes to the financial statements, which

collectively comprise LRA-RR's basic financial statements and have issued our report thereon dated February 25,
2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered LRA-RR ’s internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an

opinion on the effectiveness of LRA-RR’s internal control. Accordingly, we do not express an opinion on the
effectiveness of LRA-RR’s internal confrol.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies
and therefore, material weaknesses or significant deficiencies may exist that were not identified. However, as

described in the accompanying schedule of findings and questioned costs, we identified certain deficiencies in
internal control that we consider to be material weaknesses as item 2013-01.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal

contro! such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is {ess severe than a
material weakness, yet important enough to merit attention by those charged with governance,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether LRA-RR’s financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
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Compliance and Other Matters (Continued)

agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed instances of
noncompiiance or other matters that are required to be reported under Government Auditing Standards and which
are described in the accompanying schedule of findings and questioned costs as item 2013-01.

LRA-RR’s Response to Findings

LRA-RR's response to the findings identified in our audit is described in the accompanying schedule of findings and
questioned costs. LRA-RR's response was not subjected to the auditing procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on it

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standardsin considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

February 25, 2014
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

To the Board of Directors and Management of the
L.ocal Redevelopment Authority of the Lands and
Facilities of Naval Station Roosevelt Roads

San Juan, Puerto Rico

Report on Compliance for Each Major Federal Program

We have audited Local Redevelopment Authority of the Lands and Facilities of Naval Station Roosevelt Roads (the
“LRA-RR"Ys compliance with the types of compliance requirements described in the OMB Circular A-133
Compliance Supplement that could have a direct and material effect on each of LRA-RR's major federal programs
for the year ended June 30, 2013. LRA-RR's major federal program is identified in the summary of auditor's results
section of the accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for LRA-RR’'s major federal program based on our audit
of the types of compliance requirements referred to above. We conducted our audit of compliance in accordance
with auditing standards generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about LRA-RR’s

compliance with those requirements and performing such other procedures, as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of LRA-RR's compliance.

Opinion on Each Major Federal Program

In our opinion, LRA-RR complied, in all material respects, with the types of compliance requirements referred to

above that could have a direct and material effect on each of its major federal programs for the year ended June 30,
2013.
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Report on Internal Control over Compliance

Management of LRA-RR is responsible for establishing and maintaining effective internal control over compliance
with the types of compliance requirements referred to above. In planning and performing our audit of compliance,
we considered LRA-RR’s internal control over compliance with the types of requirements that could have a direct
and material effect on each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal program and to test
and report on internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of LRA-RR's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis.
A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal program that is less severe than a

material weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

February 25, 2014
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonweaith of Puerto Rico)
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2013

SECTION 1 - SUMMARY OF AUDITORS' RESULTS

Financial Statements

Type of auditor’'s report issued

Internal Control Over Financial Reporting:

1. Material weakness(es) identified?

2. Significant deficiency(ies) identified that are not
considered to be material weakness?

Noncompliance material to financial statements noted?

Federal Awards

Internal Control Over Major Programs:

1. Material weakness(es) identified?

2. Significant deficiency(ies) identified that are not

considered to be material weaknesses?

Type of auditor's report issued on compliance for major
programs?

Any audit findings disclosed that are required to be reported
in accordance with Section 510(a) of OMB Circular A-1337?

Identification of Major Programs:
Name of Federal Program or Cluster
Community Economic Adjustment Assistance for Establishment,
Expansion, Realignment, or Closure of a Military Installation

Dollar threshold used to distinguish between type A and
type B programs:

Auditee qualified as a low-risk auditee?
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Unmodified

Yes
No

Yes

No

No

Unmodified

No

CFDA Number

12.607

$300,000
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

Section 2 - Financial Statements Findings

2013-01 Accounting for Salary and Compensated Absences

Finding Type Material Weakness

Federal Programs Community Economic Adjustment Assistance for Establishment, Expansion,
Realignment, or Closure of a Military Instaliation

Statement of Condition
During the audit, we noted that LRA-RR's payroll registers reflect higher rates per hour for three employees
compared with their standard base salary. These rates were used to compute and accumulate salaries and
compensated absences.

Actual Correct
Base Salary Rate per Hour Rate per Hour Difference

Finance Director $ 86,000 $ 4479 § 4135 § 3.44
Communications Manager 3 76,000 3 3868 % 36.54 % 214
Coordinating Project Manager $ 50,000 $ 2545 § 2404 § 1.41

In addition, we could not verify the accuracy of the liquidation of compensated absences paid during the year to the
Finance Director. There were neither records to substantiate the balances of compensated absences liquidated nor
authorization to make the liquidation.

Statement of Criteria or Specific Requirement

The LRA-RR is responsible for maintaining adequate payroll records and for the proper accounting and track of the
vacation and sick time accumulated and used by each employee.

Effect of Condition

Inadequate controls and accounting over compensated absences result in inappropriate use of federal and local
funds. The Finance Department could not provide supporting evidence that the vacation and sick time liquidations
were properly authorized.

Cause of Condition

No segregation of duties and supervision over the Finance Department.

Recommendation

We recommend management to implement controls over the computation and payments of salaries and
compensated absences.

Questioned costs

$39,670
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

Section 2 - Financial Statements Findings

2013-01 Accounting for Salary and Compensated Absences
Finding Type Material Weakness

Federal Programs Community Economic Adjustment Assistance for Establishment, Expansion,
Realignment, or Closure of a Military Installation

Views of Responsible Officials

See official's response attached
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

YEAR ENDED JUNE 30, 2013

2012-01 Controls Over Financial Reporting

Finding Type Material Weakness

Federal Programs Community Economic Adjustment Assistance for Establishment, Expansion,
Realignment, or Closure of a Military Installation

Statement of Condition

Although in general, basic controls over financial reporting (appropriate for a small governmental entity) are in
place, the same have not been documented nor evaluated for effectiveness. Current reliable financial data is
important to reach timely and prudent business decisions. The LRA-RR’'s management is responsible for
establishing and maintaining internal controls, including monitoring ongoing activities; for the selection and
application of accounting principles; and for the fair presentation in the government-wide financial statements and
funds financial statements in conformity with accounting principles generally accepted in the United States of
America. The LRA-RR's management is also responsible for the accuracy and completeness of that information.

Recommendation

We believe that a review, evaluation and documentation of control activities involving financial reporting would help
improve the financial reporting process. This includes internal audit function and accounting manuals.

» Internal Audit Function

Based on the operations, the LRA-RR should consider the need to design an internal audit function and
potentially hire, if not available within the organization, an internal auditor.

The establishment of an internal audit function could result in the following benefits:

. Strengthening the Company's internal control over assets and increasing the reliability of the accounting
records.
) Increasing assurance that LRA-RR policies are being adhered to and that departmental procedures and

controls are being reviewed objectively.

. Ensuring that each division is accounting and reporting in a consistent manner and that they are
operating in accordance with management's wishes.

. Making procedural reviews to determine that the various divisions are operating efficiently.
In order to get internal audit function up and running, the following steps could be followed:
. Meet with management to obtain a clear idea of their expectations, including their assessment of the
most significant risks the LRA-RR faces and problems the auditor should address. The internal auditor

would also establish his expectations of those parties’ support of the internal audit function and that they
will promote such function and call for cooperation with it, throughout the LRA-RR.
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
{A Component Unit of the Commonwealth of Puerto Rico)

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)
YEAR ENDED JUNE 30, 2013

2012-01 Controls Over Financial Reporting (Continued)
Finding Type Material Weakness

Federal Programs Community Economic Adjustment Assistance for Establishment, Expansion,
Realignment, or Closure of a Military Installation

Recommendation (Continued)

. Obtain and review the LRA-RR's written policies and procedures, including those relating to
management's responsibilities in managing the LRA-RR.

. Identify the departments, processes and operations (including IT) that will be subject to internal audits.

. Meet with department heads to gain an understanding of their concerns and the risks they face.

. Meet with the independent auditors and review their communications.

» Assess the internal and external risks the LRA-RR faces

. Develop a charter for internal audit that includes a description of its objectives, authority, independence,
responsibility, and scope of work.

° Develop a staff training plan, if applicable.

. Establish a reporting channel and process for following up on recommendations in internal audit reports.

The overall objective is to carry out a program of tests of the LRA-RR’s financial and operational activities and
transactions to provide management with information about the effectiveness (and efficiency) of established
accounting and operational policies, procedures, and controls, and the extent to which they are being followed. in
the course of gathering such information, the reliability of accounting and other data generated within the LRA-RR

may be evaluated. Another objective is the prevention and detection of fraud through the performance of audit
tests and procedures.

Current Status

See official's response attached.

2012-02 Accounting Manual and Procedures Regarding Governmental Entities
Finding Type Material Weakness

Federal Programs Community Economic Adjustment Assistance for Establlshment Expansion,
Realignment, or Closure of a Military Installation

Statement of Condition

The LRA-RR currently does not have an accounting procedures manual. The Finance Depariment was unable to
prepare reliable financial statements. Deficiencies noted include lack of implementing of accounting principles
generally accepted in the United States of America ("U.S. GAAP"), as applicable to governmental entities, and
errors in the recognition of federal grants received under the advances and cost reimbursement methods.
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)
YEAR ENDED JUNE 30, 2013
2012-02 Accounting Manual and Procedures Regarding Governmental Entities (Continued)
Finding Type Material Weakness
Federal Programs Community Economic Adjustment Assistance for Establishment, Expansion,
Realignment, or Closure of a Military Installation

Recommendation

We recommend the LRA-RR's management to prepare an accounting manual and to evaluate the qualifications of
the Finance Department to perform their assigned duties.

We understand that preparing may take some time (even more than one year) and effort for management to
develop a manual; however, we believe this time will be more than offset by time saved later in training and
supervising accounting personnel. Also, in the process of the comprehensive review of existing accounting
procedures for the purpose of developing the manual, management might discover procedures that can be
eliminated or improved to make the system more efficient and effective.

The development of this accounting manual may be performed in conjunction with the implementation of the
internal audit function. The manual should include, along with a chart of accounts, detailed explanations of account
content, appropriate descriptions of all accounting procedures and routines, and definitions of job authority and
responsibility.

In addition, we recommend management to consider extended support regarding the initial implementation of
complex accounting standards, as required.

Current Status

See official's response attached

2012-04 Withholding at Source on Payments for Services Rendered

Finding Type Significant Deficiency

Federal Programs Community Economic Adjustment Assistance for Establishment, Expansion,
Realignment, or Closure of a Military Installation

Statement of Condition

During our audit procedures, we identified that the LRA-RR did not made the correct withholdings at source on
payments for services rendered during the year ended June 30, 2012.

Recommendation

We recommend the prompt implementation of withholding at source for those services rendered by resident and
nonresident companies.

Current Status

See official's response attached
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(A Component Unit of the Commonwealth of Puerto Rico)

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2013
2012-05 Procurement and Suspension and Debarment
Finding Type Significant Deficiency

Federal Programs Community Economic Adjustment Assistance for Establishment, Expansion,
Realignment, or Closure of a Military Installation

Statement of Condition

The LRA-RR does not verify if the person(s) with whom they are doing business may have been excluded or
disqualified by the federal government. In accordance, with the Department of Defense's (DoD) grant agreements,
which established that the LRA-RR shall comply with the Debarment and Suspension requirement, Part 180, "OMB
Guidelines to Agencies on Government-wide Debarment and Suspension (Nonprocurement),” and Title 2 of the
Code of Federal Regulations (CFR) Part 1125, "Nonprocurement Debarment and Suspension” from the DoD.

Recommendation

We recommend management to establish controls and proper supervision in this area.

Current Status

See official's response attached.

2012-06 Reporting Package

Finding Type Material Weakness

Federal Programs Community Economic Adjustment Assistance for Establishment, Expansion,
Realignment, or Closure of a Military Installation

Statement of Condition

During our audit procedures, we identified that all grant agreements have been made between the U.S. Department
of Defense (DoD), the Grantor, acting through the Office of Economic Adjustment (OEA) and the Department of
Economic Development and Commerce (DEDC) of the Commonwealth of Puerto Rico, the Grantee. In accordance
with Law No. 508 of September 29, 2004, Roosevelt Roads Naval Station Facilities and Land Redevelopment
Authority Act, on October 24, 2003, the Governor of the Commonwealth of Puerto Rico, Sila M. Calderon,
designated through an Executive Order the DEDC as the Authority for Local Development (LRA-RR) in charge of
planning for the re-use and development of the Naval Station and appointed a Development Committee to work
with the Authority for Local Development in the aforementioned plan, including the creation of a plan for the re-use
as required by the Defense Base Closure and Realignment Act of 1990 (commonly known as “BRAC law"). On
November 20, 2003, the Department of Defense officially recognized the DEDC as the Authority for Local
Development for the Navai Station. Section 25 (Law No. 5084) established as transitory provisions the following: (a)
The DEDC of the Commonwealth of Puerto Rico was authorized, as the Authority for Local Development
(LRA-RR), to continue taking the steps necessary or convenient for the planning, design, redevelopment,
construction, financing, operation and maintenance of the land and facilities of the Naval Station under the
provisions of this Act until the Authority determines, through the mechanism described in subsection {c), that it is
willing to continue taking such steps. (¢) The Authority shall continue the procedures initiated by the DEDC of the
Commonwealth of Puerto Rico in whichever stage they are in, once the Board of Directors determines through a
resolution that the LRA-RR in operationally capable of assuming such procedures.
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonweaith of Puerto Rico)

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2013

2012-06 Reporting Package (Continued)

Finding Type Material Weakness

Federal Programs Community Economic Adjustment Assistance for Establishment, Expansion,
Realignment, or Closure of a Military Installation

Statement of Condition (Continued)

For that reason, the LRA-RR and the DEDC have the responsibility to comply with all the grant agreements
requirements. As of June 30, 2012, the LRA-RR and the DEDC have not submitted the data collection form and the
reporting package, including the audit reports for the years ended June 30, 2004, 2005, 2006, 2007, 2008, 2009,
2010, 2011, and 2012. The data collection form and the reporting package must be submitted by the LRA-RR
within the earlier of 30 days after the receipt of the auditor’s reports or nine months after the end of the audit period,
unless a longer period is agreed to in advance by the cognizant or oversight agency for audit.

Recommendation

LRA-RR and the DEDC shouid apply the necessary procedures in order to efficiently submit all pending reporting
packages to the clearinghouse to comply with OMB Circular No. A-133 and federal regulations. Also, LRA-RR's
management shall establish a reliable and effective process to enable compliance with contract procedures and
allow the timely performance of the Single Audit. This will enable LRA-RR to comply with the reporting
requirements established by the regulations.

Current Status

See official's response attached.
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

STATEMENT OF SOURCES AND USES OF SALE AND LEASE PROCEEDS (UNAUDITED)

FOR THE YEAR ENDED JUNE 30, 2013

PROCEEDS FROM SALE OR LEASE OF PROPERTY

PROPERTY TRANSFERRED DURING REPORTING PERIOD
1. Land sale

OTHER PROCEHES
2. Lease proceeds

TOTAL SALES, LEASE AND OTHER PROCEEDS, recognized for the period

ALLOWABLE USES OF PROCEEDS

1. Road construction and public buildings
2. Transportation management facilities
3. Sanitary sewer construction

4, Police and fire protection facilities and other pubic facilities
5. Utility construction

6. Building rehabilitation

7. Historic property preservation

8. Pollution prevention equipment or facilities

9. Demolition

10. Disposal of hazardous materials generated by demolition

11. Landscaping, grading, and other site or public improvements

12. Planning for or the marketing of the development and reuse of the installation

TOTAL EXPENDED, during reporting period

BALANCE (DEFICIT) IN RECOGNIZED PROCEEDS
FOR THE YEAR ENDED JUNE 30 2013

BALANCE (DEFICIT) IN RECOGNIZED PROCEEDS AT
BEGINNING OF THE YEAR

BALANCE (DEFICIT) IN RECOGNIZED PROCEEDS AT
END OF YEAR (6-30-2013)

See accompanying note to supplementary information
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28,062

28,062

580,606

103,875

684,481

(656,419)
(82,995)

$ 739,414




LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
{A Component Unit of the Commonwealth of Puerto Rico)

NOTE TO SUPPLEMENTARY INFORMATION (UNAUDITED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Reporting Entity

The United States of America (“U.S.") Navy closed Naval Station Roosevelt Roads, Puerto Rico (“NSRR")
on March 31, 2004 pursuant to Section 8132 of the Department of Defense Appropriations Act for Fiscal
Year 2004 (Public Law No. 108-87; the “Appropriations Act’) and in accordance with the procedures and
authorities contained in the Defense Base Closure and Realignment Act of 1990, as amended (title XXIX
of Public Law No. 101-510, 10 U.S.C. § 2687 note; the "Base Closure Act”).

Naval Station Roosevelt Roads was named for then Assistant Secretary of the Navy Frankiin D.
Roosevelt, who conceived the idea in 1919 on a surveying trip. It would eventually become one of the
largest naval facilities in the world, encompassing more than 100 miles of paved roads and more than 30
tenant commands. Its 1,300 buildings were home to 7,000 personnel.

The station was first commissioned as a U. S. Naval Operations Base in 1943. The newly constructed
naval operating base was to become the keystone of the Caribbean Defense System with a
well-protected anchorage, a major air station and an industrial establishment capable of supporting 60
percent of the Atlantic Fleet under wartime conditions. There were even rumors that if the British Empire
ever fell to Axis powers, Roosevelt Roads would become the new operating base for the British Fleet.

The Local Redevelopment Authority for Roosevelt Roads (LRA) was created by Commonwealth of Puerto
Rico Law 508 on September 24, 2004. On August 30, 2006, the Office of Economic Adjustment of the
Department of Defense recognized the LRA, also known as the Roosevelt Roads Naval Base Lands and
Facilities Redevelopment Authority, as the local redevelopment authority for purposes of implementing
the local redevelopment plan at NSRR.

On December 20, 2011, the U. S. Navy and the LRA executed an Economic Development Conveyance
Memorandum of Agreement (EDC). The EDC Agreement contained the terms and conditions for the
transfer to the LRA of approximately 1,370 acres of lands and facilities ("Parcel III") formerly used by the
former Naval Station Roosevelt Roads to the LRA. On January 25-26, 2012, the Navy and the LRA
executed various quitclaim deeds and a Lease in Furtherance of Conveyance (‘LIFOC") related to the
transfer of Parcel lli.

On July 9, 2012, the U.S. Navy and the LRA amended the EDC agreement to provide for the conveyance
of additional property at former Naval Station Roosevelt Roads to the LRA in exchange for additional
consideration. The additional property that was conveyed consists of approximately 2,039 acres of land
and improvements (Parcels | — 1,542) & (Parcel Il - 497). On May 7, 2013, the Navy and the LRA
executed various quitclaim deeds and a Lease in Furtherance of Conveyance ("LIFOC”) related to the
transfer of Parcel | & ll, bringing the total acreage for redevelopment to 3,409.

Contractual Agreements

e OnMay 21, 2012, the LRA has signed a lease agreement with Reef Catamarans, Inc. ("Reef’) to use
four structures identified as Buildings 2275, 2234, 29 and 30 with approximately 3203.854, 3216.756,
2877 and 7990.86 square feet, respectively, for a total of construction area of 17,288.47 square feet,
for the manufacture of sea faring vessels. The lease agreement is for five years beginning on June 1,
2012, plus three additional renewal periods of five years each, subject to LRA approval. Reef has
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LOCAL REDEVELOPMENT AUTHORITY OF THE LANDS AND
FACILITIES OF NAVAL STATION ROOSEVELT ROADS
(A Component Unit of the Commonwealth of Puerto Rico)

NOTE TO SUPPLEMENTARY INFORMATION (UNAUDITED) (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2013

Contractual Agreements (Continued

agreed to pay annual basic rent payable on equal monthly installments beginning on the June 1,
2012. The basic rent to be paid to the LRA shall be based on the gross construction area of the
Buildings as follows:

o December 1, 2012 ~ December 1, 2017 - $3.00 per square feet
o December 1, 2017 — December 1, 2022 - $3.45 per square feet
o December 1, 2022 — December 1, 2032 — to be negotiated upon renewal

» On May 15, 2013, the LRA has signed a lease agreement with Northern Entertainment Productions,
LLC to use designated facilities within Roosevelt Roads for filming of television series named
“Crosshones”. The Lease shall begin on the effective date and shall terminate on May 31, 2014. NBC
has agreed to pay the LRA an annual rent of $50,000 payable in equal monthly installments and
pro-rated for partial months. NBC aiso has agreed to pay the LRA $150,000 for the demolition of two

structures. This payment shall be made to the LRA within 30 days of NBC receipt of the LRA’s written
notice to proceed with demolition,

Intergovernmental Aqreements

s On June 30, 2012, the LRA signed a Memorandum of Understanding (MOU) with the Department of
Natural and Environmental Resources for coastal and land security services from the Commercial
Marina at Roosevelt Roads. The LRA is not receiving any monetary consideration from this MOU.
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ALTORIDAD PARA EL REDESARROLLO LOCAL
BROGEEVELY ROADS

- Autoridad para el Redesarrollo
: Local de Roosevelt Roads
Ave. Chardén 171, Piso 3
Hato Rey, P.R. 00918-0903
Tel: 787.548-2161

23 de septiembre de 2013

Hon. Eduardo Bhatia Gautie
Presidente
Senado de Puerto Rico
P.0O. Box 9023431

San Juan, P.R. 00902-3431

Ley Num. 508 --- Informe

Estimado sefior Presidente:

De conformidad con la Seccion C del Articulo 7 de la Ley Nim. 508-2004 el cual establece que
“antes de que se cumplan los nueve (9) afios de vigencia de esta Ley, la Autoridad para el
Redesarrollo de los Terrenos y Facilidades de la Estacion Naval Roosevelt Roads (la Autoridad)
debera emitir un informe al Gobernador o Gobernadora y a la Asamblea Legislativa, recomendando
si es necesario extender la vigencia de la Autoridad mas alla de los diez (10) afios que provee esta
Ley o si la Autoridad podra cumplir con su encomienda en el tiempo provisto por esta Ley”, la
Autoridad rinde el siguiente informe con el propésito de describir las actividades realizadas, y logros
principales alcanzados, por parte de la Autoridad desde su establecimiento el 29 de septiembre de
2004 hasta junio de 2013. (Ley Nim. 508 de 29 de septiembre de 2004, conocida como Ley de la
Autoridad para el Redesarrollo de los Terrenos y Facilidades de la Estacién Naval Roosevelt Roads).

Ademas, dicho informe persigue que la Legislatura de Puerto Rico extienda la vigencia de la Ley
508-2004 por un periodo ‘adicional de treinta (30) afios a los fines de que la Autoridad pueda
implementar su Plan de Desarrollo y dar inicio a los diversos proyectos que estan contemplados en
las once (11) zonas de desarrollo contenidas en el Suplemento al Plan de Relso de 2010.

I Trasfondo

En el 2003, el Congreso de los Estados Unidos autorizo el cierre de operaciones de la base naval
Roosevelt Roads. En consecuencia, la antigua base naval cerré oficiaimente sus operaciones el 31
de marzo de 2004.

A raiz de esos acontecin‘iientos, mediante la Ley 508-2004, la Gobernadora y la Legislatura de
Puerto Rico autorizaron la creacién de la Autoridad para el Redesarrollo de los Terrenos y

Facilidades de la Estacion Naval Roosevelt Roads. En esencia, la referida Ley dispuso que la
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Autoridad seria la entidad "“a cargo de la Planificacién del re-uso y desarrollo de la Estacion Naval,
incluyendo la elaboracién de un Plan de ReUso, segun lo requiere la Ley de Base Realignment and
Closure Commission (BRAC)". El Plan de ReuUso es considerado como una guia en la planificacion
de un proyecto como el que se propone para Roosevelt Roads.

A tenor con lo anterior, en el afio 2004, el Departamento de la Defensa de los Estados Unidos
reconocié a la Autoridad como la entidad que se haria cargo del desarrollo e implementacion del
Plan de Relso que se utilizaria como base para el redesarrollo de los terrenos y facilidades en
Roosevelt Roads. A esos fines, el Departamento de la Defensa, siguiendo los reglamentos de la Ley
BRAC, y a través de la Oficina de Ajuste Econdémico (OEA, por sus siglas en inglés), ha asignado
recursos econdmicos anuales desde el 2004 para apoyar la mision y los objetivos de trabajo de la
Autoridad. El total de recursos asignados por parte del OEA a la Autoridad al 30 de agosto de 2013
sera de $6,389,950 millones. Mediante “grant” federal, la OEA continia asignando fondos a la
Autoridad para que la misma lleve a cabo sus funciones en la etapa de implementacién en que se
encuentra el proyecto. En ese sentido, de no aprobarse la extension a la Ley 508-2004 que ahora
estamos solicitando a la Legislatura, seria razonable anticipar que la OEA dejaria de asignar los
recursos econémicos y técnicos como hasta ahora lo ha hecho.

En cumplimiento con lo est%b!ecido por la Ley Num. 508-2004, la Autoridad completé la preparacion
del Plan de Relso para los Terrenos y Facilidades de Roosevelt Roads en diciembre de 2004, y el
Suplemento al Plan de Redso de 2004 en abril de 2010.

Al presente, tal como se establece en la Ley 508-2004, la Autoridad es dirigida por una Junta de
Directores compuesta por nueve miembros, entre los cuales se encuentra su Presidente, el
Secretario de Desarrollo Econdémico y Comercio, dos personas designadas por el Alcalde del
Municipio de Ceiba, una persona designada por el Alcalde del Municipio de Naguabo, una persona
designada por el Presidente del Senado, una persona designada por el Presidente de la Camara de
Representantes y tres personas designadas por el Gobernador. Desde el 2004 al presente, la
Autoridad ha estado adscrita al Departamento de Desarrollo Econémico y Comercio de Puerto Rico y
ha sido la entidad que ha dirigido todos los esfuerzos de redesarrolio de la Antigua Base Naval
Roosevelt Roads.

No cabe duda pues que el proyecto de Redesarrolio de Roosevelt Roads forma parte de la estrategia
econdmica del Gobernador de Puerto Rico, Hon. Alejandro Garcia Padilla, para generar inversion,
crear empleos y reactivar las economias en la region Este de Puerto Rico, particularmente en los
pueblos de Ceiba y Naguabo que estan comprendidos en los predios que ocupé la Antigua Base
Naval de Roosevelt Roads. El proyecto cuenta con aproximadamente 8,720 acres de terrenos de
alto valor econdmico, natural, histérico y cultural, y es considerado como uno de los proyectos de
desarrollo econémico sustentable de mayor envergadura en el pais.

Nuestra meta para los afios venideros es atraer inversion privada y empresas diversas con el
propésito de fomentar un crecimiento econémico robusto en la regién Este y, por consiguiente, en
todo Puerto Rico. El impacto econémico del proyecto sera significativo, particularmente en los
pueblos de Ceiba, Naguabo, Vieques y Culebra. Estimamos que en 20 a 25 afios las compras y la
inversién total de capital en el proyecto seran aproximadamente de $2.46 billones, teniendo un
impacto en la creacion de 24,738 nuevos empleos directos, indirectos e inducidos; de los cuales
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17,870 seran directos. De igual forma, durante los primeros afios del proyecto, el impacto fiscal
estimado para los municipios de Ceiba y Naguabo sera en promedio de $10.5 millones anuales en
recaudos de construccién y en promedio de $3.8 millones anuales en recaudos operacionales,
principalmente en recaudos por concepto de patentes municipales e impuestos sobre ventas y usos.
Se estima, ademas, que se generara un promedio de 2,000 empleos anuales durante la fase de
construcciéon. En conjunto, la actividad econémica que producira el proyecto ayudara a devolverles a
los residentes de toda esta zona la esperanza de tener acceso a una mejor calidad de vida y un
desarrolio econémico prospero y digno al area.

. Logros y Actividades Principales de la Autoridad
PERIODO DE 2004 AL 2003

Al amparo de la Orden Ejecutiva firmada el 24 de octubre de 2003 por la entonces Gobernadora de
Puerto Rico,, el Comité de Re-uso de la Autoridad celebré una reunién ordinaria el 29 de noviembre
de 2004 donde se aprob6 el primer plan de desarrolio — Plan de Reliso de 2004. En aquella ocasion,
los residentes de los pueblos de Ceiba y Naguabo participaron activamente en los comités de trabajo
que se establecieron para aportar al contenido de dicho Plan y se efectuaron diversas reuniones
comunitarias para mantener informada a la comunidad del progreso de dichos trabajos.
Subsiguientemente, en agosto de 2005, la Autoridad constituy6 su primera Junta de Directores, y en
enero de 2006, se confirm6 al primer Director Ejecutivo, el Sr. Roberto Méndez, designado al cargo
por la Gobemnadora de Puerto Rico. Desde entonces, la Autoridad ha contado con siete (7)
Directores Ejecutivos. Actualmente, la Sra. Maria de Lourdes Blazquez Arsuaga funge como la
Directora Ejecutiva de la Autoridad.

Deseamos destacar que durante el 2004-2008 la Autoridad trabajé arduamente en lograr el traspaso
a Puerto Rico de aproximadamente 58% de los terrenos y facilidades (5,127 acres de terrenos de
8,720 acres) a diversas agencias del gobierno central y al Municipio de Ceiba sin costo alguno, y
mediante el proceso de transferencia mejor conocido como “Public Benefit Conveyance” o
Transferencia de Beneficio Publico, PBC, por sus siglas en inglés: 3,340 acres de conservacion
pasaron al Departamento de Recursos Naturales y Ambientales en febrero de 2008; 1,646 acres del
area del aeropuerto fueron transferidos a la Autoridad de los Puertos en febrero de 2008; y 141 acres
de la parcela Playa Los Machos pasaron al Municipio de Ceiba en marzo de 2008.

Asimismo, el Departamento de la Marina identific6 las areas especificas o Solid Waste Management
Units (SWMU's, por sus siglas en inglés) que requeririan remediacién o limpieza ambiental y siempre
ha dejado claro que le corresponde a ellos la responsabilidad de su limpieza. Luego de que la
Marina complete el proceso de limpieza en cada area, los protocolos de cada uno de los SWMU'’s
son evaluados y, posteriormente, aprobados por parte de la Agencia de Proteccion Ambiental (EPA,
por sus siglas en inglés) y la Junta de Calidad Ambiental (JCA) de Puerto Rico. Con el propésito de
mantener a los residentes informados y responder a sus preguntas en torno al progreso de dichos
trabajos de limpieza, en febrero de 2007, el Departamento de la Marina inicié también las reuniones
mensuales, luego trimestrales, del Restoration Advisory Board (RAB) - compuesta por residentes
de Ceiba y personal del Departamento de la Marina, y presidida por dos Co-Presidentes de ambos
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grupos. Al dia de hoy, se han efectuado un total de 27 reuniones y las mismas contintan
celebrandose en Ceiba trimestralmente. (De acuerdo a la Orden de Consentimiento o “Consent
Order” preparado por el Departamento de la Marina en el 2007, bajo la reglamentacion federal
ambiental del Resouce Conservation and Recovery Act (RECRA), un total de 83 SWMU'’s fueron
identificados -—— 3 mas fueron identificados posteriormente, para un total de 88 --- de los cuales 51
han sido limpiados hasta el 2013 a un costo estimado de $94.2 millones durante el 2005-2013; y
restan por limpiar 35 SWMU’s a un costo de aproximado de $40 millones desde el 2014 al 2027).

En abril de 2008, el Departamento de la Marina puso en subasta publica las tres Parcelas
desarrollables en Roosevelt Roads; a saber, las parcelas |, Il y Ill. Aun cuando solamente
participaron dos licitadores privados, la Marina nunca adjudicé un ganador pues no encontré
satisfactoria la cantidad de dinero que aspiraba obtener como resultado de la subasta. La Marina
entendié que la situacién econémica critica por la que atravesaba el mercado de viviendas en los
Estados Unidos y Puerto Rico redujo el interés por dichas propiedades.

Durante el 2008, se iniciaron también los trabajos para radicar el primer Economic Development
Conveyance (EDC, por sus siglas en inglés) o Transferencia de Desarrollo Econémico de los
terrenos desarrollables de la antigua base naval. La propuesta inicial del EDC se radic6 en marzo de
2009 respecto a una cantidad aproximada de 260 acres de terreno y facilidades ubicados en la
Parcela lll, pero la misma no fue aceptada por el Departamento de la Marina. La Marina solicité
informacion adicional en torno al documento sometido. No obstante, tras el cambio de gobierno en el
2009, unido a la crisis econémica mundial que se desaté en el 2007-2009, la administracion del
entonces Gobemador Luis Fortufio inicid una re-conceptualizacién del proyecto de redesarrollo lo
cual hizo innecesario contestarlos comentarios de la Marina. Dicha re-conceptualizacion estuvo
basada en el Plan de Reliso de 2004 y se plasmé en el Suplemento al Plan de Reuso de 2004
radicado ante el Departamento de la Marina en abril de 2010. Inicialmente se conocié como la
Riviera del Caribe, aunque la misma estaba destinada Gnicamente para ciertas areas de la Parcela
i

PERIODO DE 2009 AL 2012

En agosto de 2009, el Departamento de la Marina expresé nuevamente a la Autoridad su interés en
poner a subasta publica las Parcelas I, Il y lll. Ante el reclamo de la Autoridad a los efectos de que
se le permitiera radicar un nuevo Plan de Relso y EDC fundamentado en el mismo, la Autoridad
logré obtener del Departamento de la Marina la autorizacién para redactar el Suplemento al Plan de
Reuso de 2004. Dicho Suplemento o “Addendum to the 2004 Reuse Plan” logré captar la
imaginacién del Departamento de la Marina por su viabilidad econémica y como medio para generar
empleos. Aunque inicialrriente se sometid ante la consideracién de la Marina el traspaso de la
Parcela 11l (1,370 acres), la Autoridad siempre manifesté el interés del gobierno de Puerto Rico en
adquirir todos los terrenos desarrollables (3,409 acres), incluyendo las dos parcelas remanentes
(Parcela |, 1542 acres y la Parcela ll, 497 acres).

La Autoridad radicé el Suplemento al Plan de Relso a los fines de atemperar el Plan del 2004 a las
realidades econémicas prevalecientes en Puerto Rico como resultado de la crisis economica mundial
y el excedente en el inventario de propiedades. Segun surge del Suplemento del 2010, el Plan de
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Relso de 2004 le otorgé un énfasis desmedido a un redesarrollo fundamentado en construccion de
viviendas y en proyectos aislados donde no se percibia una integracion conceptual ni se maximizaba
el espacio y los atributos principales de la propiedad. Ahora bien, la informacién contenida en el Plan
2004 fue dtil y valiosa, toda vez que sirvié de plataforma para la preparacion del Suplemento o Plan
de Desarrollo actual. No obstante, el Suplemento destaca que su enfoque conceptual hace mejor
uso de los activos en Roosevelt Roads, armonizando los propésitos y creando sinergias entre las
obras a realizarse en cada zona de los terrenos de la antigua base. En vez de realizar proyectos
individuales inconexos —- que no refuerzan las fortalezas ni maximizan el rendimiento econémico de
cada una de las zonas a desarrollarse individualmente y/o en su totalidad -— el Suplemento brinda
una mejor integracién y armonia conceptual de los ofrecimientos entre las zonas del proyecto de
redesarrollo. Esto, a su vez, mejora la calidad del proyecto y su atractivo para los inversionistas,
visitantesny comerciantes potenciales que establezcan sus empresas en el lugar y las personas que
seleccionen a Roosevelt Roads como lugar para vivir y disfrutar de una variedad de actividades
recreativas, compras al detal y paisajes naturales unicos en el mundo.

Asimismo, el Suplemento propone ir mas alld que el Plan de Retso de 2004 al maximizar los
atributos de las facilidades y aprovechar el ambiente natural de la propiedad para potenciar la
creacién de empleos; promover un desarrollo econémico vigoroso en los pueblos de Ceiba y
Naguabo, y la regién Este del pais; y fortalecer la posicién de Puerto Rico como un destino turistico
mas competitivo ante otros lugares en el Caribe.

Otras diferencias importantes entre el Plan Maestro del 2004 y el Suplemento del 2010 se resumen
como sigue: al amparo del Plan Maestro del 2004, la Autoridad hubiera recibido aproximadamente
260 acres de terrenos y facilidades versus 3,409 acres de terrenos y facilidades incluidas en las
Parcelas 1, 2 y 3. Por consiguiente, el Plan del 2010 amplié las areas desarrollables a 11 zonas,
versus el del 2004 que s6lo incluia 2 zonas de proyectos, una para investigacion y desarrollo, y la
otra para un centro académico.

Al tener bajo su control todas las areas desarrollables incluidas en los 3,409 acres de terrenos y
facilidades, se incrementan las herramientas que tiene a su haber la Autoridad para estimular el
desarrollo econémico de la regiéon Este y, por consiguiente, de Puerto Rico. Ademas, le permite
promover con mayor facilidad la visién del Plan Maestro para todos los terrenos de la antigua base
naval -- no meramente para los 260 acres. Asimismo, le permite a la Autoridad un mayor control
sobre la implantacién del Plan Maestro y mejora las posibilidades de aumentar la creacion de
empleos.

La preparacion del Suplemento contd con la participacion de los residentes de Ceiba y Naguabo
durante los cinco Foros Comunitarios efectuados por la Autoridad en dichos pueblos a principios de
2010, y el mismo incorporé sobre el 60% de sus ideas.

En agosto de 2011, el Departamento de la Marina puso en subasta publica las Parcelas | & 1 (2,039
acres) pero no hubo ningln licitador que demostrara interés en comprar dichos terrenos. Para ese
entonces, la Autoridad ya estaba en negociaciones para la compra de la Parcela |1 (1,370 acres) y la
Marina sabia de nuestro interés en adquirir las restantes 2,039 acres de terrenos y facilidades en
Roosevelt Roads. La Autoridad entendié gue esta Gltima subasta publica por parte de la Marina se
efectué para satisfacer los reglamentos del BRAC, pero que los precios solicitados no atraerian
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nuevos licitadores al proceso. La recesién econémica del 2007 al 2010 mejoré los términos y
condiciones para la eventual compra por parte de la Autoridad de las tres Parcelas pertenecientes a
la Marina de los Estados Unidos.

La Autoridad comenz6 a negociar con la Marina de los Estados Unidos la transferencia de los
terrenos desarrollables a raiz de la presentacion en diciembre de 2010 de la Solicitud de
Transferencia de Desarrollo Econémico. La Autoridad solicité 1,370 acres de terrenos en las
facilidades ubicadas principaimente en la Parcela lll, mejor conocida como Forrestal. Dicha
transferencia de titularidad se efectu6 formalmente el 26 de enero de 2012. Estos activos se
consideran “el corazén” industrial de la antigua base y consisten de lo siguiente: (1) el area maritima
de los puertos con sus oficinas, tiendas, facilidades de almacenamiento y edificios para reparaciones
de equipo; (2) los terrenos donde se establecera el centro académico; (3) una parcela en la parte
norte de la Base situada en la carretera de acceso al aeropuerto; (4) una bolera y dos peninsulas
que albergaban el 4rea de tiros de armas cortas, y facilidades de comunicaciones. De igual forma,
mediante la transaccién sefialada, se transfirieron al Estado Libre Asociado de Puerto Rico los
siguientes activos: los sistemas de distribucion de agua potable, el sistema sanitario de
alcantarillados, las plantas de tratamiento y la infraestructura eléctrica.. Asi pues, la Autoridad para
el Redesarrollo Local de Roosevelt Roads y la Marina de los Estados Unidos firmaron el acuerdo en
torno a la Transferencia de Desarrollo Econémico de la Parcela lll durante ceremonia de cierre
llevada a cabo en Roosevelt Roads el 26 de enero de 2012.

Asi las cosas, en junio de 2011, la Junta de Planificacion llevo a cabo vistas pablicas en torno al Plan
de Zonificacion presentado en diciembre de 2010. La Autoridad sostuvo varias reuniones con las
agencias locales concernidas, los municipios de Ceiba y Naguabo y otras entidades relacionadas
con el propésito de presentar dicho Plan previo a la celebracién de las vistas plblicas. A partir de
las gestiones antes mencionadas, la Junta de Planificacién aprob6 el Plan de Zonificacion de la
Autoridad el 31 de agosto de 2011. E! 7 de octubre de 2011, el Gobernador firmé la recomendacion
de aprobacion del Plan de Usos de Terrenos de la Junta de Planificacion de Puerto Rico.

A su vez, en junio de 2012, la Autoridad complet6 la preparacion del Plan Maestro de Infraestructura,
el cual servira de guia para realizar mejoras al andamiaje de infraestructura y a las utilidades de
Roosevelt Roads, incluyendo los sistemas de agua potable, aguas sanitarias, eléctricos,
telecomunicaciones y carreteras. El estudio realizado respecto a estas facilidades tomé en
consideracién la capacidad y condiciones de cada sistema y proveyé recomendaciones en torno a
las mejoras que se deben realizar en cada una de ellas de modo gue contribuyan a satisfacer la
demanda requerida del proyecto de redesarrollo en cada una de sus fases. EI Plan Maestro
contempla también los costos asociados a dichas mejoras.

El 13 de junio de 2012, durante una reunién ordinaria, la Junta de Directores de la Autoridad aprobé
los Términos y Condiciones a la Enmienda de la Transferencia de Desarrollo Economico para la
compra de aproximadamente 2,039 acres de terrenos y de las facilidades de la Marina que
comprenden las Parcelas | & [l. Ademas, mediante el proceso de Transferencia de Beneficio Publico
(libre de costo para el gobierno de Puerto Rico) o “Public Benefit Conveyance, 68 acres - localizados
en la Parcela | o Bundy - seran transferidos durante el 2013 al Departamento de Recursos Naturales
y Ambientales por su valor ecolégico y arqueolégico”.
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Finalmente, el 11 de diciembre de 2012, la Autoridad firm6é Memorando de Acuerdo con el
Departamento de la Marina para la transferencia de las Parcelas | & Il, y el 6 de mayo de 2013, se
efectud el cierre y la transferencia de titularidad de dichas Parcelas. Con dicha transferencia, los
acres desarrollables bajo la titularidad de la Autoridad totalizan 3,409 y la obligacién contractual con
lzaonarina para el pago de dichas Parcelas asciende a $16.5 millones, comenzando en 2015 hasta

Actividades principales para el 2013

Durante la segunda mitad de 2013, la Autoridad estara preparando los documentos necesarios para
efectuar un proceso de “Request for Qualifications” (RFQ) y “Request for Proposals” (RFP).
Estimamos que la adjudicacion de propuestas y contratacion de proyectos de desarrollo se efectuara
para principios de 2014. Hemos recibido acercamientos de varios desarrolladores e inversionistas
interesados en efectuar desarrolios en Roosevelt Roads, los cuales podran presentar sus
credenciales y propuestas formales una vez se inicie el proceso oficial.

Preciamos, también, que comenzaremos a experimentar actividad econdmica a corto y largo plazo.
Como ejemplo de ello, el 15 de mayo de 2013 firmamos un contrato con una empresa importante de
television de los Estados Unidos para la filmacién de una serie en los terrenos y facilidades de la
Base. De hecho, este proyecto filmico sera motivo de un anuncio proximamente por parte del
Gobernador dado que el mismo creara empleos y mayor actividad econdmica en el drea. Ademas,
estamos en conversaciones con una empresa cinematografica para la filmacién de una pelicula en
diferentes puntos de nuestras facilidades. Este proyecto también generara empleos adicionales y
movimiento econémico. Asimismo, la Autoridad firmé un Acuerdo de Entendimiento con la Autoridad
de Desperdicios Sélidos mediante el cual un operador privado operaré la planta de reciclaje ubicada
en Roosevelt Roads. Estimamos que dicha planta comenzara a operar para finales de 2013. La
Autoridad se encuentra también evaluando propuestas de varias entidades interesadas en establecer
operacién de la marina comercial de Roosevelt Roads, proceso que completaremos para finales de
octubre.

De otra parte, antes de finalizar el afio el Departamento de Salud federal adjudicara la operacién del
hospital localizado en nuestros terrenos a una empresa hospitalaria sin fines de lucro de Puerto Rico.
Esto a raiz de que a principios de 2013 Servicios de Salud Episcopales notificara al Departamento de
Salud federal su decision de no rehabilitar y operar dicha facilidad hospitalaria. El Departamento de
Salud federal es la entidad responsable de adjudicar la transferencia del hospital mediante el
proceso de Transferencia de Beneficio Publico (“Public Benefit Conveyance” o PBC, por sus siglas
en inglés) a nombre de la Marina de los Estados Unidos. La rehabilitacién y eventual operacion del
hospital en Roosevelt Roads le brindara también un impulso positivo a la economia local. A su vez,
otras empresas han expresado interés en alquilar edificios para establecer sus negocios alii, en lo
que comienzan los proyectos de mayor envergadura y a mas largo plazo. La Autoridad tiene
actualmente dos inquilinos que generan ingresos para la Autoridad y, actualmente, estamos en
proceso de negociar con varias entidades para establecer otros contratos de alquiler a corto plazo.

Durante el 2013 la Autoridad se ha reunido en varias ocasiones con representantes de diferentes
grupos comunitarios para escuchar sus reclamos en torno a diversos asuntos, incluyendo el acceso
a Roosevelt Roads. En algunas de estas reuniones, ha participado el Gobernador y representantes
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de la Fortaleza. Luego de escuchar sus ideas, la Autoridad implantd un nuevo Plan de Acceso que
dio comienzo el 15 de abril de 2013. En el Plan identificamos una ruta de acceso para uso de
ciclismo, ejercicios y pesca.

Esta iniciativa responde al deseo genuino del Gobernador de Puerto Rico, Hon. Alejandro Garcia
Padilla, y de la Autoridad, de querer satisfacer los intereses de los residentes y de los grupos
comunitarios para que puedan disfrutar de ciertas areas recreativas de la propiedad de forma
responsable, ordenada y segura, ya que tenemos el deber de asi hacerlo. Ademas, estamos
escuchando y evaluando algunas ideas adicionales que tienen estos grupos para su posible inclusion
en el Plan de Desarrollo. Los cambios a los usos tendrian que ser consistentes con la integridad y el
concepto general del Plan, asi como con los Acuerdos contractuales suscritos con la Marina.

De igual manera, a continuacién, mencionamos algunas de las ideas que fueron presentadas en
febrero de 2010 - incluso incluidas en el Plan actual - durante los cuatro talleres comunitarios que
efectué la Autoridad con las comunidades de Ceiba y Naguabo, donde participaron mas de 340
personas:

Desde que se establecié la Autoridad para el Redesarrollo de Roosevelt Roads los residentes de
Ceiba y Naguabo han tenido una participacion activa en los comités de trabajo y en la aprobacién del
Plan de Relso de 2004. Esta participacion se amplié durante febrero de 2010 con la celebracion de
estos cuatro talleres de trabajo en los pueblos de Ceiba y Naguabo. Los ciudadanos de dichos
municipios presentaron una serie de ideas que pudieran clasificarse dentro de varias categorias
amplias: Turismo, Comercio, Salud, Conservacién y Ecologia, Educacion, Energia Renovable,
Recreacién y Deportes, Infraestructura, entre las mas prominentes. Las mismas fueron evaluadas
durante las ocho semanas subsiguientes por el grupo de trabajo de la Autoridad.

Entre las ideas especificas que los residentes de Ceiba y Naguabo presentaron a la Autoridad
podemos destacar las siguientes: internacionalizacién del aeropuerto, hospital y sala de
emergencias, facilidades médicas, escuela hotelera, villa pesquera, facilidades deportivas, hotel
ecoturistico, un parador, establecimiento de pequefios y medianos negocios financiados por
empresarios de Ceiba y Naguabo, la promocién del cooperativismo como medio de financiamiento y
desarrollo de empresas locales, un complejo deportivo para nifios, proyecto ciudad solar, parque
edlico, conexiones de agua para Ceiba y Naguabo, hogar para envejecientes, museo antropol6gico
para exhibir piezas indigenas descubiertas en los terrenos de Roosevelt Roads, entre otras. Los
residentes también expresaron inquietudes en torno a evitar el desparrame urbano y que se amplien
los accesos entre ambos pueblos y los terrenos de la antigua base.

Los residentes y la Autoridad estan de acuerdo en la mayoria de las ideas presentadas (sobre el
60%) y las mismas fueron incorporadas en el Suplemento al Plan de Retso de 2004 que radicd la
Autoridad en abril de 2010. Otras podrian incluirse mas adelante luego de ser evaluadas con
detenimiento y en el marco de contexto del Plan Maestro.

Reiteramos que estaremos evaluando algunas ideas o usos adicionales durante el transcurso de
2013 que pudiéramos afiadir a dicho plan como fruto de nuestra apertura y dialogo con dichos
grupos comunitarios.
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Actualmente se esta trabajando un Plan Integrado de Seguridad preparado por la Policia de Puerto
Rico. Este Plan cuenta con la participacion activa de varias divisiones de seguridad de la policia
estatal. La Policia proveera seguridad y patrullaje en las tres Parcelas que comprendian la antigua
base naval para desincentivar el robo, el vandalismo y el acceso de personas no autorizadas a entrar
al area. Ademas, hemos firmado un acuerdo con el Departamento de Recursos Naturales y
Ambientales (DRNA) para que el Cuerpo de Vigilantes de dicha agencia provea proteccion a las
areas costeras y terrestres de Roosevelt Roads. El Municipio de Ceiba se unira a la Policia de
Puerto Rico y al DRNA en estos esfuerzos de seguridad.

lll.  Posicién de la Autoridad respecto a la solicitud para extender la vigencia de la Ley 508-
2004 por un periodo adicional de treinta (30) afios

Ciertamente, la Ley 508-2004 se promulg6 a los fines de que el Estado Libre Asociado de Puerto
Rico asuma una posicién proactiva frente al cierre de la base naval de Roosevelt Roads.
Precisamente, en la exposicion de motivos de la referida ley, se establece claramente la importancia
de que el Gobierno dedique recursos suficientes y a tiempo completo para lograr el redesarrollo
exitoso de dichos terrenos. Con ello en mente es que se crea la Autoridad la cual —desde sus
inicios- ha atendido de forma responsable el futuro de las instalaciones de Roosevelt Roads y ha
velado porque los proyectos que alli se ejecuten redunden en un beneficio para las presentes y
futuras generaciones de Puerto Rico. Por consiguiente, la Autoridad —como entidad independiente y
especializada- ha cumplido un papel fundamental en todo este esquema y en las labores
relacionadas al redesarrollo de los terrenos, razén por la cual es conveniente que la misma contintie
vigente con todas las prerrogativas y facultades que se le han otorgado hasta el presente.

Coénsono con ello, a partir de su creacion en el 2004, el Departamento de la Defensa reconocié a la
Autoridad como la entidad que se haria cargo del desarrollo e implementacién del Plan de Reuso
que se utilizaria como base para el redesarrollo de los terrenos y facilidades en Roosevelt Roads. A
esos fines, el Departamento de la Defensa, siguiendo los reglamentos de la Ley BRAC, y a traves
de la Oficina de Ajuste Econémico (OEA, por sus siglas en inglés), ha asignado recursos econémicos
anuales desde el 2004 para apoyar la mision y los objetivos de trabajo de la Autoridad. Mediante
“grant” federal, la OEA contintia asignando fondos a la Autoridad para que la misma lleve a cabo sus
funciones en la etapa de pre-desarrollo en que se encuentra el proyecto. Por tanto, de entrada,
sostenemos que de no extenderse la vida Util de la Autoridad, seria razonable anticipar que la OEA
dejaria de asignar los recursos econoémicos y técnicos como hasta ahora lo ha hecho.

De igual forma, reconociendo los poderes conferidos a la Autoridad mediante la Ley 508-2004, el
Departamento de la Marina entré en unos acuerdos -- fundamentados en el Suplemento al Plan de
Retso de 2004 completado en el 2010 -- para la transferencia de terrenos y facilidades a la
Autoridad que se efectuaron el 26 de enero de 2012 (Parcela lll, 1,370 acres) y el 6 de mayo de
2013 (Parcelas | y Il, 2,039 acres). Estas transferencias se formalizaron mediante contratos y
términos de pagos con vigencia hasta el 2044, y fueron reconocidos bajo la ley BRAC como
Transferencias de Desarrollo Econémico. En vista de ello, la extension de la Ley 508-2004 por
treinta (30) afios enviaria el mensaje apropiado de que el gobierno de Puerto Rico permanece
comprometido con el proyecto y con la creacién de empleos, y con el pago de sus obligaciones.
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El progreso obtenido durante los Gltimos dos afios ha sido objeto de comentarios positivos por parte
de oficiales de la Marina, asi como del Departamento de la Defensa de los Estados Unidos durante
la Convencién Bianual de la Asociacién de Comunidades de Defensa (ADC) que se celebr6 en la
ciudad de Monterey, California, durante agosto de 2012 y, recientemente, durante la visita de altos
oficiales del Departamento de la Marina al cierre de la transferencia de las Parcelas | & Il. En
comparacién a otros proyectos similares en los Estados Unidos, nosotros nos encontramos mas
adelantados razén por la cual nos debemos sentir muy satisfechos.

Ademéas, extender la vigencia de la Ley 508-2004, llevaria un mensaje positivo a inversionistas
potenciales en Puerto Rico y en el extranjero respecto al compromiso del gobierno a largo plazo con
el proyecto de redesarrolio y con la intencién de hacer cumplir la visiéon del Plan de Desarrolio, segin
articulada en la Solicitud de Propuesta que precisamente estaremos efectuando este afio.
Asimismo, reforzaria la perspectiva de que la Autoridad puede ser una entidad facilitadora en la
gestioén de permisos para proyectos futuros de desarrollo en Roosevelt Roads.

Por titimo, la facultad de emitir bonos esta contemplada en la ley actual (Articulo 6, Seccién b, inciso
m) lo cual permitiia a la Autoridad -- de ser necesario — financiar proyectos de mejoras a
infraestructura a treinta (30) afios, a tono con las recomendaciones contenidas en el Plan Maestro de
Infraestructura (sistemas de agua, electricidad, telecomunicaciones, carreteras, etc.) completado en
junio de 2012. Dichas mejoras son necesarias para hacer mas atractivo el concepto y los activos
que contiene la antigua base naval para inversionistas potenciales.

Nuestro deseo es mantener el ritmo de progreso que llevamos hasta el presente, en esta fase de
pre-desarrollo, para beneficio tanto de los residentes de la region este, Ceiba y Naguabo, asi como
para todo Puerto Rico. Nos sentimos confiados de que estamos haciendo todos los esfuerzos
necesarios y cumpliendo con los procedimientos apropiados para hacer realidad este gran proyecto
de pais.

Por lo antes expuesto, y a los fines de darle continuidad a todas a las gestiones antes descritas, muy
respetuosamente sometemos para su consideracion ésta solicitud para la extensién de la Ley 508-
2004 con las correspondientes enmiendas y, por consiguiente, de la Autoridad para el Redesarrollo
de los Terrenos y Facilidades de Roosevelt Roads por treinta (30) afios mas a partir del 29 de

septiembre de 2014.

Agradecemos la oportunidad de poder expresarnos en torno a este asunto y quedamos a su entera
disposicion para contestar cualquier pregunta que puedan tener en torno a los comentarios antes
expuestos.

Atentamente,

. o@%@-

Marla de L. Blazquez Arsua
Directora Ejecutiva

CC: Hon. Alberto Baco Bagué
Hon. Ingrid Vila Biaggi
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