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September 2007

Introduction

The Internal Audit Division conducted a second follow-up audit of the Lunken Fuel
Flowage Fees Audit in August and September of 2007. The original audit was performed
at the request of the Department of Transportation and Engineering of the fuel flowage
fees paid by tenants of Lunken Airport to the City to ensure that all fees were properly
accounted for and remitted. The original audit was performed in December 2003 and
January 2004, and the first follow-up audit was performed in May and June of 2005.

Audit findings and recommendations

1. Flowage fees passing through the Fixed Based Operator’s (FBOs)

Lunken’s tenants submit fuel flowage fees to the airport on a monthly basis. Several
tenants pay these fees directly to the airport at a rate of $.12 per gallon. Lunken’s two
FBOs collect $.12 per gallon of aviation fuel that they sell. They retain $.06 per gallon,
and remit the rest to the City, per Municipal Code.

This practice has ceased. Flowage fees are no longer being passed through the FBOs. All
flowage fees are now remitted directly to the General Aviation Administration. Recovery
of the unpaid flowage fees found in the initial audit is currently in the court system. The
City Solicitor’s Office is actively pursuing the matter.

Status of recommendation:

No additional action is required by the General Aviation Administration.

2. Recovery of payments from Cin-Air for unreported fuel deliveries

In the original audit, there was a dispute between Cin-Air and Lunken Airport
management concerning fuel deliveries. These deliveries were documented by the
supplier, however, Cin-Air did not report these deliveries to the City nor did they pay the
fuel flowage fees on these deliveries.

Cin-Air disputed the records and it was found that some of these deliveries were charged
to them in error. For the remaining unreported deliveries, Cin-Air was held accountable
and has since reimbursed the City to the satisfaction of General Aviation Administration.



Status of recommendation:

No additional action is required by the General Aviation Administration.

3. Remind tenants of their responsibility for flowage fees

The Municipal Code indicates that tenants are responsible for the timely payment of
flowage fees for all fuel delivered to their tanks. The original audit stated that tenants
should be reminded of this obligation.

The tenants were reminded to report fuel flowage by the 10" of each month as mandated
by the Municipal Code. This notice was sent out following the initial follow-up audit.
Lunken Airport staff reports that some of the tenants frequently report their fuel flowage
and pay their flowage fees late. Lunken Airport staff also said that they do not yet charge
late fees even though, per Municipal Code, they could be assessing a 10% fee on these
late payments. Recently, Lunken Airport staff has been sending notices instead of waiting
for the Collections Department to collect on these delinquent accounts. These notices
have been successful in prompting immediate payment by the tenant.

Status of recommendation:
The Internal Audit Division is satisfied with the collection process. No additional action

is required by the General Aviation Administration.

4. Require flowage to be calculated on a delivery basis

The reconciliation process for Lunken administration is difficult in part because of the
difference between supplier delivery records and tenant usage reports. The audit
recommended that all tenants calculate their fuel flowage based on the amount of fuel
delivered. This agreed to recommendation required a change to the Municipal Code. The
method in place at the time of the audit, as well as to this day, was to calculate fees based
on what is used. This method made it difficult for Lunken administration to verify usage
against the fuel supplier’s monthly records.

The Municipal Code has yet to be changed. Therefore, the practice of tenants paying
based on usage is still occurring. IAD is told that currently half of the tenants calculate
their fees by usage and half calculate their fees by delivery. The partial switch was done
due to the initial audit finding. Previous airport management notified the tenants of the
change but did not enforce the change since the ordinance had not yet been amended.
IAD was informed that this process was underway during the first follow-up audit. This
did not occur.



Status of recommendation:

General Aviation Administration is revising their minimum standards document to
require fuel flowage fees to be paid on a delivery basis. After review by the Law
Department the document will be sent to City Council for approval. Once approved by
City Council, General Aviation Administration should notify all tenants of this new
airport policy.

5. Conduct monthly or annual flowage reconciliations

A Lunken staff member should receive and reconcile fuel delivery reports from suppliers
and tenants every month. Such reconciliation would allow the staff to identify deliveries
that were unreported or underreported.

The reconciliation process has been improved since the follow-up audit. One staff
member receives and records deliveries from suppliers and tenants. The other staff
member reconciles the reports. The Airport Manager reviews the reports and also assists
when there are discrepancies in reconciling. Lunken staff no longer has a problem with
unreported and underreported fuel flowage.

Status of recommendation:
The Internal Audit Division is satisfied with the reconciliation process that has been put

in place. No additional action is required by the General Aviation Administration.

6. Review security measures for fuel delivery and storage

It was recommended that in light of the general security climate and concerns about
airport safety, Lunken should review policies and practices at the airport to ensure that
fuel sites are adequately protected.

Lunken Airport has two inspections regularly conducted. The FAA inspection is
completed annually, and was last conducted in August 2006. The next FAA inspection is
expected to be finished within the next few months. The last FAA inspection yielded no
major concerns. The only notable issue was for a wildlife study to be done to ensure the
surrounding fence is adequate for keeping animals off airport grounds. BUSTR
inspections are carried out regularly to inspect the storage tanks at the fuel farms. These
inspections are required annually in order to renew their license to store fuel in their
tanks.



Status of recommendation:

Lunken Airport has satisfied the recommendation from the initial follow-up audit.
General Aviation Administration continues to monitor and improve security in
accordance with the new standards of the Transportation Security Administration.



