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SUBIJECT: COMPLIANCE AUDIT OF THE CONCESSION CONTRACT WITH THE SPIRIT OF
SAN LUIS FOR THE FISCAL YEAR 2014-15

Our office recently completed a compliance audit of the concession contract with the Spirit of
San Luis for the fiscal year ended June 30, 2015.

Background

On October 1, 1998 the County of San Luis Obispo entered into a contract with the Spirit of San
Luis to operate an airport food and sundry service for a period of 29 years. The contract
required the Spirit of San Luis to remit a percentage of gross monthly receipts each month as
rent for the premises. Since 1998 there have been three amendments to the contract. On
November 26, 2001 Amendment #1 authorized a reimbursement to the Spirit of San Luis for
roof repairs. On June 14, 2005, with Amendment #2, the Board of Supervisors agreed to the
Spirit of San Luis terminating participation in the airport terminal snack bar and revised the
monthly rent percentage to increase incrementally based on monthly gross receipts. On March
2, 2010 Amendment #3 authorized a reimbursement to the Spirit of San Luis for repairs and
painting.

Purpose
The purpose of our audit was to determine the Spirit of San Luis' compliance with the financial

and insurance provisions of the contract, and to determine whether internal controls were
adequate to safeguard and accurately account for cash receipts.

Scope

Our review included testing and analysis of the Spirit of San Luis' accounting records, cash
receipts, and rent payments. We also tested and analyzed insurance certificates for the year
ending June 30, 2015 as well as Airport staff's documentation of receipt of rent payments for FY
2014-15.
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Methodology

We conducted our review in conformance with the International Standards for the Professional
Practice of Internal Auditing. The International Standards for the Professional Practice of
Internal Auditing require that the internal audit activity be independent and internal auditors be
objective in performing their work. The Standards also require that internal auditors perform
their engagements with proficiency and due professional care; that the internal audit function
be subject to a program of quality assurance; and that the results of engagements are
communicated.

Results

We determined that the Spirit of San Luis was in financial compliance with the contract in all
material respects and had adequate internal controls and insurance coverage. We also
determined that rent payments were accurately calculated and received timely by Airport staff.

Suggested Improvement

During our review we determined Airport staff were not reviewing the compensation submitted
monthly to determine if the amount was calculated correctly based on the contracted tier rent
percentages. The department has since implemented the practice of reconciling the
concessionaire's gross monthly report to the contracted tier rent percentages.

We would like to thank Airport management and staff and the Spirit of San Luis for their
cooperation during our review.
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