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INDEPENDENT AUDITOR’S 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 (hereinafter the “LRA-RR”), as of and for the year ended June 30, 2014,
and the related notes to the financial statements, which collectively 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.

Auditor’s 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 to 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
opinion.



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, 2014, 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 and the respective budgetary comparison for the General Fund.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis 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 to 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 31, 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 Standards in considering the LRA-RR'’s
internal control over financial reporting and compliance.

October 31, 2014 ?/ / ’C ps
WEEEO C—-




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

MANAGEMENT'S DISCUSSION AND ANALYSIS
(UNAUDITED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

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, 2014, 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 $279,315, or nearly 703% compared to prior year.
e The LRA-RR received $900,000 in legislative appropriations.
e Federal grants from governmental activities increased by $195,170 or 21% compared to prior year.
e  This year's Governmental Funds' expenses totaled $2,895,768.
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:



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

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Government-wide Financial Statements (Continued)

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.

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.



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

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

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

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.

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.

e 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 increased by $49,627 or 4%, mainly as a result of an increase in
accounts receivable.

Current Liabilities - The LRA-RR current liabilities increased by $327,121 or 25%, mainly as a result of an increase
in customer deposits.



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

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

THE LRA-RR AS A WHOLE (CONTINUED)

Government-wide Financial Statements Analysis (Continued)

Net Position - The LRA-RR's net position decreased from prior year by $279,315 or 703%, 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 $165,891 at
June 30, 2013 to $713,462 at June 30, 2014.

Increase (Decrease)

2014 2013 Amount %

Current and other assets $ 1,217,938 $ 1,168,311  § 49,627 4%
Capital assets, net 16,548,795 16,550,616 ( 1,821) - %
Total assets $ 17,766,733 $ 17,718927 § 47,806 - %
Current liabilities $ 1,661,323 $ 1,334,202 $ 327,121 25 %
Long-term liabilities 16,345,000 16,345,000 - - %
Total liabilities $ 18,006,323 $ 17679202 § 327,121 2%

Net position:
Net investment in capital assets $ 203,795 $ 205,616  $( 1,821) ( 1)%
Restricted for specific purpose 270,077 - 270,077 100 %
Unrestricted ( 713,462) _( 165.891) _{ 547.571) 330 %
Total net position $( 239,590) $ 39,725  §( 279.315) ( 703)%




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

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

THE LRA-RR AS A WHOLE (CONTINUED)
Governmental activities

Revenues for the LRA-RR increased by $330,862 or 14%. Total expenditures decreased by $476,809 or 14%.

Revenues Increase (Decrease)
Functions/Programs 2014 2013 Amount %
Revenues
Legislative appropriations $ 900,000 $ 900,000 $ - - %
Federal grants 1,130,046 934,876 195,170 21 %
Water services 88,985 270,190 ( 181,205) ( 67)%
Electricity services - 143,818 ( 143,818) ( 100)%
Rent 215,361 36,707 178,654 487 %
Other 282,061 - 282,061 100 %
Total revenues 2,616,453 2,285,591 330,862 14 %
Expenditures
Administrative services 25,285 361,183 ( 335,898) ( 93)%
Salaries and fringe benefits 730,946 633,115 97,831 15 %
Professional services 551,302 1,035,916 ( 484,614) ( 47)%
Rent 38,241 34,191 4,050 12 %
Utilities 19,216 - 19,216 100 %
Maintenance 75,088 91,940 ( 16,852) ( 18)%
Advertising 164,009 26,039 137,970 530 %
Insurance 211,557 134,602 76,955 57 %
Travel 8,862 28,989 20,127) (  69)%
Services cost 1,071,262 1,026,321 44,941 4 %
Other - 281 ( 281) ( 100)%
Total expenditures 2,895,768 3,372,577 ( 476.809) ( 14)%
Change in net position ( 279,315) _( 1,086,986) 807.671 ( 74)%
Net position, beginning of fiscal year, as
previously presented 39,725 1,186,180 ( 1,146,455) ( 97)%
Restatement - ( 59,469) 59,469 ( 100)%
39,725 1,126,711 (_1,086,986) ( 96)%
Net position, end of fiscal year $( 239.590) $ 39,725  $( 279.315) ( 703)%




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

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

THE LRA-RR’S COMBINED FUND BALANCE

The LRA-RR's governmental funds reported a combined fund balance of $1,067,191, compared to last year's
combined fund balance of $919,305, representing an increase of $147,886 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 2014. The original
and the final amount available for appropriation in the General Funds budget for the fiscal year 2014 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. Roosevelt 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)

ASSETS

Cash

Accounts receivable:
State and local
Federal grants

Internal balances

Prepaid expenses

Capital assets, net

Total Assets

LIABILITIES
Accounts payable
Accrued liabilities
Compensated absences
Customer deposits
Long-term debt

Total Liabilities

NET POSITION
Net investment in capital assets
Restricted
Unrestricted

Total Net Position

STATEMENT OF NET POSITION

JUNE 30, 2014

Total
Governmental Business-type Governmental
Activities Activities Funds
$ 246,727 3 - $ 246,727
14,584 67,977 82,561
486,421 - 486,421
774,532 ( 774,532) -
402,229 - 402,229
16,548,795 - 16,548,795
$ 18473288 § 706,555) $§ 17,766,733
$ 207,298 $ 600,987 $ 808,285
98,521 - 98,521
104,517 - 104,517
650,000 - 650,000
16,345,000 - 16,345,000
$ 17405336 $ 600,987 $ 18,006,323
$ 203,795 - 203,795
270,077 - 270,077
594,080 (__1,307,542) _( 713,462)
$ 1,067,952 $( 1,307,542) §( 239,590)

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, 2014

Total
General Federal Governmental
Fund Fund Funds
ASSETS
Cash $ 219,254 $ 27,473 $ 246,727
Accounts receivable 14,584 486,421 501,005
Prepaid insurance 382,273 19,956 402,229
Due from other funds 942 892 - 942.892
Total assets $ 1,559,003 3 533850 $ 2092853
LIABILITIES
Accounts payable $ 59,386 $ 147916  $ 207,302
Other liabilities 650,000 - 650,000
Due to other funds - 168,360 168,360
Total liabilities 709,386 316,276 1,025,662
FUND BALANCES
Restricted - 217,574 217,574
Unassigned 849,617 - 849.617
Total fund balances 849,617 217,574 1,067,191
Total liabilities and fund balances $ 1,559,003 $ 533,850 $ 2,092,853

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

Total Fund Balances — Governmental Funds $ 1,067,191

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 16,548,795

Long-term debt ( 16,345,000)

Compensated absences not liquidated immediately with current financial

resources are not reported in the governmental funds balance sheet ( 104,517)

Other ( 98,517)
Net Position of Governmental Activities $ 1067952

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 BALANCES - GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Total
General Federal Governmental
Fund Fund Funds
Revenues
Legislative appropriations $ 900,000 $ - $ 900,000
Federal grant - 1,130,046 1,130,046
Contributions 76,176 - 76,176
Other income - 29,984 29,984
976,176 1,160,030 2,136,206
Expenditures
Salaries and fringe benefits 9,070 669,373 678,443
Administrative services 21,896 23,566 45,462
Professional services 165,337 385,965 551,302
Insurance 192,019 19,538 211,557
Rent - 38,241 38,241
Utilities 3,065 16,152 19,217
Maintenance 75,088 - 75,088
Advertising 160,832 3,177 164,009
Travel 3,001 5,860 8,861
Capital outlays 1,095 762 1,857
Debt service:
Principal 194,283 - 194,283
Total expenditures 825,686 1,162,634 1,988,320
(Deficiency)/Excess of Revenues Over Expenditures 150,490 ( 2,604) 147,886
Other Financing Sources
Transfer in - 113,005 113,005
Transfer out (_113,005) - (_113.005)
Total other financing sources ( 113,005) 113,005 -
Net Change in Fund Balance 37,485 110,401 147,886
Fund Balances, beginning of fiscal year 812,132 107,173 919,305
Fund Balances, end of fiscal year $ 849617 $ 217,574 $ 1.067.191

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 TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Net Change in Fund Balances - Total Governmental Funds $ 147,886

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 1,857

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 ( 3,677)

An increase 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 ( 52,503)

The issuance of long-term debt provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net position. This amount is the net
effect of these differences in the treatment of long-term debt and related
items:

Principal payments of long-term debt 194,283

Proceeds from issuance of long-term debt

40,000

Change in Net Position of Governmental Activities $ 327,846

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, 2014

GENERAL FUND
Budget Amounts Actual Variance with
Original Final Amounts Final Budget
Revenues $ 900,000 $ 900,000 $ 900,000 $ -
Expenditures
Professional services 285,000 285,000 165,337 119,663
Advertising 170,000 170,000 160,832 9,168
Administrative services 20,000 20,000 30,966  ( 10,966)
Insurance 200,000 200,000 192,019 7,981
Maintenance 100,000 100,000 75,088 24,912
Utilities 5,000 5,000 3,065 1,935
Travel 5,000 5,000 3.001 1,999
Total expenditures 785,000 785,000 630,308 154,692
Excess of Revenues / (Expenditures) Over
(Expenditures) / Revenues 115,000 115,000 269,692 ( 154,692)
Other Financing Sources
Transfer to other funds - - ( 113,005) _( 113,005)
Net Change in Fund Balance 115,000 115,000 156,687  ( 267,697)
Fund Balance, beginning of fiscal year 4,000 4,000 _( 1.209,027) _( 1,205,027)
Fund Balance, end of fiscal year $ 119,000 $ 119,000 $( 1.052,340) $( 1,472,724)

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 NET POSITION - PROPRIETARY FUND

JUNE 30, 2014

ASSETS
Accounts receivable, net
LIABILITIES

Account payable
Due to other funds

NET POSITION
Unrestricted

Total net position

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, EXPENSES, AND CHANGES IN
NET POSITION - PROPRIETARY FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Operating Revenue
Water services
Rent
Other

Operating Expense
Water services
Electricity services
Security
Bad debt

Operating loss
Net Position - beginning of fiscal year

Net Position - end of fiscal year

See accompanying notes to the basic financial statements
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$ 88,985
215,361
159,755

464,101

429,492
399,004
77,339
165,429
1,071,264

( 607,163)
700,379
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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 CASH FLOWS - PROPRIETARY FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Cash Flows from Operating Activities
Receipts from tenants
Payments to supplier

Net Cash Used in Operating Activities

Cash Flows from Noncapital Financing Activities;
advances from General Fund

Net Change in Cash
Cash, beginning of fiscal year

Cash, end of fiscal year

Reconciliation of Operating Income to Net Cash Provided by Operating Activities
Operating loss
Adjustments to reconcile operating loss to net cash
used in operating activities:
Bad debts
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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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, 2014

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.
508 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, regardless 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 legislation.
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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, 2014

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

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 position 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.

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 are 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, monies 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:

e 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, 2014 has been
reported only in the government-wide 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)
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

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

e 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:

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 (d) 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. Interfund transactions have not been eliminated; therefore, total columns are not
comparable to a consolidation.
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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, 2014

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

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:

Nonspendable Fund Balance — amounts that cannot be spent because they are either (a) not in
expendable form or (b) legally or contractually required to be maintained intact.

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 unless 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.
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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, 2014

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

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,
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.
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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, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
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
uncollectible 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 straightline method over the following estimated useful lives:

Asset Cateqory Years
Furniture and fixtures 10
Computer equipment 3
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 information.

Subsequent Events

For purposes of these financial statements, subsequent events have been evaluated through September
30, 2014, which is the date the financial statements were available to be issued. For subsequent events,
refer to Note 14.
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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, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
New Accounting Standards Released but Not Applicable to the Corporation
The GASB has issued the following accounting standards that have effective dates after June 30, 2014:

GASB Statement No. 67, Financial Reporting for Pension Plans — an amendment of GASB Statement No.
25. The objective of this Statement is to improve financial reporting by state and local governmental pension
plans. This Statement results from a comprehensive review of the effectiveness of existing standards of
accounting and financial reporting for pensions with regard to providing decision-useful information,
supporting assessments of accountability and interperiod equity, and creating additional transparency. This
Statement replaces the requirements of Statements No. 25, Financial Reporting for Defined Benefit Pension
Plans and Note Disclosures for Defined Contribution Plans, and No. 50, Pension Disclosures, as they relate
to pension plans that are administered through trusts or equivalent arrangements (hereafter jointly referred
to as trusts) that meet certain criteria. The requirements of Statements 25 and 50 remain applicable to
pension plans that are not administered through trusts covered by the scope of this Statement and to
defined contribution plans that provide postemployment benefits other than pensions. The provisions of this
Statement are effective for financial statements for periods beginning after June 15, 2013.

GASB Statement No. 68, Accounting and Financial Reporting for Pensions — an amendment of GASB
Statement No. 27. The primary objective of this Statement is to improve accounting and financial reporting
by state and local governments for pensions. It also improves information provided by state and local
governmental employers about financial support for pensions that is provided by other entities.
This Statement results from a comprehensive review of the effectiveness of existing standards of
accounting and financial reporting for pensions with regard to providing decision-useful information,
supporting assessments of accountability and interperiod equity, and creating additional transparency. This
Statement replaces the requirements of Statement No. 27, Accounting for Pensions by State and Local
Governmental Employers, as well as the requirements of Statement No. 50, Pension Disclosures, as they
relate to pensions that are provided through pension plans administered as trusts or equivalent
arrangements (hereafter jointly referred to as trusts) that meet certain criteria. The requirements of
Statements 27 and 50 remain applicable for pensions that are not covered by the scope of this Statement.
The provisions of this Statement are effective for financial statements for periods beginning after June 15,
2014.

GASB Statement No. 69, Government Combinations and Disposals of Government Operations. This
Statement establishes accounting and financial reporting standards related to government combinations
and disposals of government operations. As used in this Statement, the term government combinations
includes a variety of transactions referred to as mergers, acquisitions, and transfers of operations.

The distinction between a government merger and a government acquisition is based upon whether an
exchange of significant consideration is present within the combination transaction. Government mergers
include combinations of legally separate entities without the exchange of significant consideration. This
Statement requires the use of carrying values to measure the assets and liabilities in a government merger.
Conversely, government acquisitions are transactions in which a government acquires another entity, or its
operations, in exchange for significant consideration. This Statement requires measurements of assets
acquired and liabilities assumed generally to be based upon their acquisition values. This Statement also
provides guidance for transfers of operations that do not constitute entire legally separate entities and in
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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, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
New Accounting Standards Released but Not Applicable to the Corporation

which no significant consideration is exchanged. This Statement defines the term operations for purposes
of determining the applicability of this Statement and requires the use of carrying values to measure the
assets and liabilities in a transfer of operations.

A disposal of a government's operations results in the removal of specific activities of a government. This
Statement provides accounting and financial reporting guidance for disposals of government operations that
have been transferred or sold. The requirements of this Statement are effective for government
combinations and disposals of government operations occurring in financial reporting periods beginning
after December 15, 2013, and should be applied on a prospective basis.

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.

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.
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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, 2014

3. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED)

(b) Budget/GAAP Reconciliation — The statement of revenues, expenses, and changes in fund balance -
Actual and Budget Governmental Fund 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, 2014 is

presented on page 15 for the general fund (expressed in thousands).

Excess of revenues and other financing sources over expenditures and other financing uses - budget
basis is $156,687.

4. 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 Government Development Bank of Puerto Rico (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, 2014, the component unit had approximately $219,254 of cash that was exposed to custodial
credit risk as uninsured and uncollateralized.

The carrying amount of deposits at June 30, 2014 as shown in the statement of net assets follows:

Unassigned Restricted Total
Commercial bank $ - $ 27,473 % 27,473
Governmental bank 219,254 - 219,254
Total deposits $ 219254 $ 27473 $ 246,727
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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, 2014

COMPENSATED ABSENCES

Compensated absences as of June 30, 2014 were as follow:

Beginning Ending Due within
Balance Additions Reductions Balance one year
Vacations and licenses $ 28,952 % 67,553  $( 36,581) $ 59,924 $ 59,924
Sick leave benefits 23,061 41,905 ( 20,373) 44,593 44,593
$ 52,013 §$ 109,458  $( 56,954) $ 104,517 $ 104,517
CAPITAL ASSETS
The LRA-RR’s capital assets at June 30, 2014 were as follow:
Beginning Ending
Capital Assets Balance __Increase Decrease Balance
Non-depreciable assets:
Land $ 16,545000 $ - $ - $ 16,545,000
Depreciable assets:
Furniture and equipment 9,764 1,857 - 11,621
Less accumulated depreciation:
Furniture and equipment ( 4.148) _( 3.677) - ( 7.825)
Net depreciable assets 5,616 ( 1,820) - 3,796
Capital assets, net $ 16,650,616 $( 1,820) $ - $ 16,548.796

The depreciation expense for the year ended on June 30, 2014 is $3,677 and is included as part of

administrative services in the governmental activities in the Statement of Activities.

LONG-TERM DEBT

On January 25, 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 1,370 acres of land and improvements referenced
to as Parcel Il at Naval Station Roosevelt Roads, with a total guaranteed payment of $8,045,000, due in
fifteen annual equal principal installments plus interest beginning three (3) years after the initial closing (as
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