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EXECUTIVE SUMMARY 

 

The Internal Audit Office has concluded its audit of the “Concessionaire’s Agreement” between the 
City of El Paso and Interspace Airport Advertising/Clear Channel Airports in effect as of July 15, 
1996 and the subsequent amendments.  The First Amendment is dated July 15, 2004, and the 
Second Amendment is dated July 15, 2009.  Based on the results of the audit, four (3) findings have 
been identified.   
 
Listed below is a summary of the findings identified in this report: 
 

1. Interspace Airport Advertising/Clear Channel Airports under reported gross receipts and 
underpaid the El Paso International Airport by $10,663.19 in Percentage Fees due and 
$1,384.08 in Interest Penalty for a total of $12,047.27.   

  
2. The El Paso International Airport could not provide 7 out of 12 (58.33%) of the monthly 

reports titled “Calculation of Amount Due to the City of El Paso” for calendar year 2011.  
The Airport did provide monthly revenue reports which are similar but not exactly what the 
Concessionaire’s Agreement calls for.          

 
3. The El Paso International Airport does prepare a revenue reconciliation spreadsheet annually.  

For calendar year 2011 the Airport did submit to the Concessionaire a spreadsheet showing the 
total percentage fee amount calculated as due.  However, for calendar year 2010 the Airport did 
not submit a statement to the Concessionaire showing the total percentage fee amount calculated 
as due.   

 
For a detailed explanation of the findings please refer to the body of this Audit Report.   
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BACKGROUND 

 

El Paso International Airport Management has instituted a process to review contract compliance of 
businesses operating as concessionaires or providing management services within Airport owned 
property.  The Aviation Director requested an audit of the “Concessionaire’s Agreement” between 
the City of El Paso and Interspace Airport Advertising / Clear Channel Airports in effect as of July 
15, 1996 and subsequent amendments.  The First Amendment is dated July 15, 2004 and the Second 
Amendment is dated July 15, 2009.   
 
Interspace Airport Advertising was acquired by Clear Channel Outdoor on July 1, 2006.  Clear 
Channel Airports is a division of Clear Channel Outdoor.     
 

AUDIT OBJECTIVES 

 

The objectives of this audit were to determine if Interspace Airport Advertising/Clear Channel 
Airports is adhering to the operating terms and conditions as established in the “Concessionaire’s 

Agreement” dated July 15, 1996, between the City of El Paso and Interspace Airport 
Advertising/Clear Channel Airports and the subsequent amendments.  The First Amendment is 
dated July 15, 2004 and the Second Amendment is dated July 15, 2009.     
 

AUDIT SCOPE 

 
This is a limited scope audit and the time period covered are all transactions occurring during 
Calendar Year 2011.  Interspace Airport Advertising/Clear Channel Airport’s fiscal year is based on 
a calendar year from January 1st through December 31st.  

 

AUDIT METHODOLOGY 

 

To achieve our audit objectives we: 
  

• Conducted interviews with El Paso International Airport (EPIA) administration;  

• Conducted interviews with Interspace Airport Advertising / Clear Channel Airports staff;  

• Conducted an analysis of the Concessionaire’s Agreement and subsequent amendments;    

• Reviewed monthly revenue reports;  

• Reviewed a copy of the Certified Public Accountant’s Audit Report;  

• Recalculated reported revenues;  

• Performed tests of selected transactions; and, 

• Reviewed other deliverables required by the Concessionaire’s Agreement.   
 
We conducted this performance audit in accordance with Generally Accepted Government Auditing 

Standards.  Those standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our 
audit objectives.  We believe that the evidence obtained provides a reasonable basis for our findings 
and conclusions based on our audit objectives. 
 
This audit was also conducted in conformance with the International Standards for the Professional 

Practice of Internal Auditing issued by the Institute of Internal Auditors.   
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FINDINGS 
 

The findings, which follow, relate to compliance and adherence to the terms and conditions of the 
“Concessionaire’s Agreement” between the City of El Paso and Interspace Airport 
Advertising/Clear Channel Airports in effect as of July 15, 1996 and subsequent amendments.  The 
First Amendment is dated July 15, 2004 and the Second Amendment is dated July 15, 2009.     
 

Finding 1 
 

Gross Receipts Not Reported 
 

Section 8 Paragraph A, states the Concessionaire agrees to pay to the Airport a Minimum Annual 

Guarantee or a Percentage of Annual Gross Receipts on its operations, whichever is computed to 

be the greater.  Percentage of Annual Gross Receipts is equal to 45%.    
 

Section 8 Paragraph E, defines gross receipts as all monies or other consideration paid or payable 

to the Concessionaire from the operation, use or rental of the Leased Areas whether such monies or 

consideration are for cash or credit and without deduction for credit card discounts and whether 

the same shall be paid or unpaid.  Gross receipts shall include all revenues of Concessionaire 

arising from or incidental to the conduct of the Concessionaire on the Airport.     
 

Section 8 Paragraph G "Audit" states the following:  If, as a result of such audit, it is established 

that the Concessionaire has understated the gross receipts as defined herein, by (3%) or more the 

entire expense of the audit shall be borne by the Concessionaire.  Any additional percentage fee due 

shall be paid by the Concessionaire to the City with interest thereon at eighteen percent (18%) per 

annum or the maximum amount allowed by law, from the date such additional percentage fee 

became due.   
 

Based on our review Interspace Airport Advertising/Clear Channel Airports did not report the 
following revenue streams to the El Paso International Airport which results in percentage fees due 
to the Airport of $10,663.19 and an interest penalty of $1,384.08 for a total due to the Airport of 
$12,047.27. 
 

Revenues Not Reported to the Airport – Percentage Fees and Interest Penalty Due to the Airport 

Revenue Type 

Total 
Gross 

Receipts 
Recorded 

for 
Calendar 
Year 2011 
Per Profit 
and Loss 

Statement 

Less 
Expenses 
Incurred 
Per Profit 
and Loss 
Statement 
Applicable 

per 
Agreement 

Total 
Gross 

Receipts 
Not 

Reported 
to Airport 

Percentage 
Due to the 

Airport 

(A) 
Percentage 

Fee Due 
Airport / 

(Interspace 
Airport 

Advertising) 

(B) 
Interest 
Penalty 
Due to 

the 
Airport 

Total 
Amount Due 

to the 
Airport = 
(A)+(B) 

Supplemental Charge - Tech $4,869.70 $0.00 $4,869.70 45.00% $2,191.38 $258.27 $2,449.65 

Supplemental Charge - Brochure $8,429.05 $0.00 $8,429.05 45.00% $3,793.08 $503.88 $4,296.96 

Supplemental Charge – Phone Board $17,658.25 ($7,261.04) $10,397.21 45.00% $4,678.73 $621.93 $5,300.66 

Totals $30,957.00 ($7,261.04) $23,695.96  $10,663.19 $1,384.08 $12,047.27 

 

Percentage of Gross Receipts understated was calculated as follows: 
 

• Unreported Gross Receipts of $23,695.96 divided by total Gross Receipts of $335,688.49 
equal 7.06% of Gross Receipts not reported to the Airport.   
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Finding 1 (Continued)  
 

• Amount of Interest Penalty due = (Amount of Percentage Fee not reported) X (number of 
days late) X (18% / 365 days)   

Recommendation 
 
Interspace Airport Advertising/Clear Channel Airports should remit $12,047.27 due to the El Paso 
International Airport for understating its Gross Receipts for calendar year 2011.     
 
Interspace Airport Advertising/Clear Channel Airports should ensure that all revenues except those 
excluded by the Concessionaire’s Agreement are included in their percentage fee calculations.   
 
The El Paso International Airport should ensure all revenues except those excluded by the 
Concessionaire’s Agreement are being reported.     
 
Be advised that since the Gross Receipts were understated by more than 3%, the Airport is entitled 
to collect the expense of the Audit from Interspace Airport Advertising/Clear Channel Airports.  
The cost of the Audit will be determined upon completion of the Audit.     
 
Management’s Response 
 
Invoice AIR0051641 in the amount of $12,047.27 was issued by El Paso International Airport 
(EPIA) and sent to Interspace Airport Advertising / Clear Channel (Interspace) on June 5, 2012. 
 
EPIA received payment on May 17, 2012 in the amount of $3,640.88 (Invoice AIR0051656) for 
the additional revenue streams for January, February, and March 2012.  EPIA issued Invoice 
AIR0051653 for late fees in the amount of $108.79 and sent to Interspace on June 11, 2012. 
 
Payment received from Interspace for April 2012 included Percentage Fees for the previously 
unreported revenue streams. Interspace has informed EPIA that it will report these amounts going 
forward on the Monthly Revenue Reports which will be reviewed by EPIA to ensure that these 
previously unreported revenue streams are included in Percentage Fees due. 
 
Additionally, EPIA will invoice Interspace for the cost of the audit since the gross receipts were 
understated by 7.06%.  The Concessionaire’s Agreement states the Concessionaire will bear the 
entire cost of the audit if gross receipts are understated by 3% or more.  

 
Responsible Parties 
 
Monica Vera – Airport Program Coordinator (Contract Administrator) 
Jeff Schultes – Deputy Director of Aviation Administration 
Monica Lombraña – Director of Aviation  
 
Implementation Date 
 
June 14, 2012 
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Finding 2 
 

Year to Date Reports 
 

Per Section 8 - Paragraph C (2) & (3) and paragraph F (1) of the Concessionaire’s Agreement: 
…within fifteen days after the close of each calendar month of this Agreement, the Concessionaire 

shall submit a monthly report entitled “Calculation of Amount Due to the City of El Paso” to the 

Airport, see Exhibit B of the Concessionaire’s Agreement for an example.  The report shall be in a 

form and with detail satisfactory to the Airport.  It will state gross receipts during the preceding 

month and gross receipts year to date from its operations at the Airport. 

 
The El Paso International Airport could not provide 7 out of 12 (58.33%) of the monthly reports 
titled “Calculation of Amount Due to the City of El Paso” for calendar year 2011.  The Airport did 
provide monthly revenue reports which are similar but not exactly what the Concessionaire’s 
Agreement calls for because it does not provide the year to date gross receipts.            
 

Recommendation 
 
The Airport should ensure that the “Calculation of Amount Due to the City of El Paso” reports are 
provided by Interspace Airport Advertising/Clear Channel Airports on a monthly basis.         
 

Management’s Response 
 
EPIA did receive Monthly Revenue Reports each month from Interspace detailing revenues and 
amounts due for each month of calendar year 2011.  EPIA concurs that the Year to Date Gross 
Receipts statements were not received for 7 of 12 months as stated above; however, the Monthly 
Revenue Reports received by EPIA are in a form and with detail satisfactory to EPIA. 
 
EPIA has requested and Interspace is now sending the Monthly Revenue Report and the Year to 
Date Gross Receipts page together via e-mail message.  
 
EPIA has requested, and received from Interspace the Year to Date Gross Receipts page for all 
months of calendar year 2011. 
 
Responsible Parties 
 
Monica Vera – Airport Program Coordinator (Contract Administrator) 
Jeff Schultes – Deputy Director of Aviation Administration 
Monica Lombraña – Director of Aviation  
 
Implementation Date 
 
June 14, 2012 
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Finding 3 
 

True-up Statement 
 
Section 8, Paragraph H, of the Concessionaire’s Agreement titled “Annual Adjustment” or True up 
Process states that within thirty days of receipt of the CPA’s Audit Report the Airport shall prepare 

and submit to the Concessionaire a statement showing the total percentage fee amount calculated 

as due for the preceding twelve months.  If the fees paid by the Concessionaire during the twelve 

month period exceed the Minimum Annual Guarantee or the Percentage of Annual Gross Receipts, 

whichever is greater, such overpayment shall be credited to the fees due from the Concessionaire.              

 
The El Paso International Airport does prepare a revenue reconciliation spreadsheet annually.  For 
calendar year 2011 the Airport did submit to the Concessionaire a spreadsheet showing the total 
percentage fee amount calculated as due.  However, for calendar year 2010 the Airport did not submit a 
statement to the Concessionaire showing the total percentage fee amount calculated as due.   

 

Recommendation 
 
The Airport should ensure the statement is submitted to the Concessionaire each year.       
 

Management’s Response 
 
For calendar year 2011, the revenue reconciliation prepared by EPIA was in concurrence with the 
Revenue Reconciliation provided by Interspace, in that a credit in the amount of $150.01 was due to 
Interspace.  A statement of such was sent to Interspace along with a credit memo in the amount of 
$150.01. 
 
For calendar year 2010 the revenue reconciliation prepared by EPIA was in concurrence with the 
Revenue Reconciliation provided by Interspace in that no additional amounts were owed by or due 
to Interspace.  No statement was sent to Interspace stating such.  Going forward, the EPIA 
reconciliation prepared annually will be sent as a statement to Interspace, even in the event that 
there is no amount owed by or due to Interspace. 
 
Responsible Parties 
 
Monica Vera – Airport Program Coordinator (Contract Administrator) 
Jeff Schultes – Deputy Director of Aviation Administration 
Monica Lombraña – Director of Aviation  
 
Implementation Date 
 
June 14, 2012 
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INHERENT LIMITATIONS 
 

Because of the inherent limitations of Interspace Airport Advertising/Clear Channel Airport’s 
procedures and controls, subjective interpretation of the “Concessionaire’s Agreement,” errors or 
irregularities may occur and not be detected.  Also, projections of compliance with terms and 
conditions to future periods are subject to the risk that Interspace Airport Advertising/Clear Channel 
Airport’s procedures may become non-compliant due to changes in conditions or that the degree of 
compliance with the “Concessionaire’s Agreement” between the City of El Paso and Interspace 
Airport Advertising/Clear Channel Airport in effect as of July 15, 1996 and subsequent 
amendments may deteriorate. 
 

CONCLUSION 

 

We have concluded work on the audit objectives of the Interspace Airport Advertising Audit.  In 
accordance with Generally Accepted Government Auditing Standards we are required to conclude 
on whether the Interspace Airport Advertising Audit met the objectives of this audit.  
 

Interspace Airport Advertising/Clear Channel Airports is meeting the terms and conditions of the 
Concessionaire’s Agreement in the following areas: 

• The minimum monthly payment and the storage rental payment were received in full and in 
a timely manner 100% of the time in calendar year 2011.   

• Percentage Fee payments for static advertising displays were paid accurately and timely 
100% of the time in calendar year 2011. 

• Interspace Airport Advertising/Clear Channel Airports does have a local representative that 
resides in El Paso, TX and completes the duties required satisfactorily.    

 

We have determined that the Interspace Airport Advertising/Clear Channel Airports and the El Paso 
International Airport are not complying with the Terms and Conditions of the “Concessionaire’s 

Agreement” between the City of El Paso and Interspace Airport Advertising/Clear Channel Airports 
dated July 15, 1996 and subsequent amendments.  This Audit Report identifies two areas of non-
compliance by Interspace Airport Advertising/Clear Channel Airports and two areas of non-
compliance by the El Paso International Airport.  They are as follows: 
 

Interspace Airport Advertising/Clear Channel Airports: 
1. Interspace Airport Advertising/Clear Channel Airports under reported gross receipts and 

owes the El Paso International Airport a total of $12,047.27.   
 

El Paso International Airport:       
1. The El Paso International Airport could not provide 7 out of 12 (58.33%) of the monthly 

reports titled “Calculation of Amount Due to the City of El Paso” for calendar year 2011.                       
 

2. The El Paso International Airport does prepare a revenue reconciliation spreadsheet 
annually.  For calendar year 2011 the Airport did submit to the Concessionaire a spreadsheet 
showing the total percentage fee amount calculated as due.  However, for calendar year 
2010 the Airport did not submit a statement to the Concessionaire showing the total 
percentage fee amount calculated as due.   
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Airport Management should collaborate with the Interspace Airport Advertising/Clear Channel 
Airports to address the Concession Agreement requirements described in this Audit Report.  
Adherence to the Agreement Terms and Conditions is critical to a mutually successful business 
relationship.    
 
We wish to thank the Interspace Airport Advertising/Clear Channel Airports management and staff 
for their assistance and numerous courtesies extended during the completion of this audit.   

 
 
________Signature On File___________________                 ____Signature On File____________ 
Edmundo S. Calderón, CIA, CGAP, CRMA, MBA                Daryl Olson 
Chief Internal Auditor                    Senior Auditor 
 
Distribution: 
Joyce A. Wilson, City Manager 
Jane Shang, Deputy City Manager 
William F. Studer Jr., Deputy City Manager        
Monica Lombraña, Director of Aviation 
Steven Frick, Finance Manager Interspace Airport Advertising / Clear Channel Airports  


