
 

 

Metropolitan Nashville Airport  Authority  
 

 

MEMORANDUM 
 

 

 

TO: Douglas E. Kreulen, President and CEO 
 

CC: Marge Basrai, Vice President and CFO 

        Doug Sloan, Vice President and CLO 

       Davita, Taylor, Assistant Vice President of Procurement and Diversity 

                  Donzaleigh Powell, Director of Business Diversity Development 
                      

FROM: Tiffany Underwood, Internal Auditor 

 

DATE: April 24, 2018 
 

SUBJ:       Hudson Group Audit Report 

 

 

Background 

 

On November 30, 2006, Airport Management Services, LLC (“Hudson Group”), a New 

Jersey Limited Liability Company entered into a Master Lease and Concession Agreement 

(“Concession Agreement”) with the Metropolitan Nashville Airport Authority (“Authority”). 

The Concession Agreement granted Hudson Group the rights to operate news, gifts and 

specialty retail businesses at the Nashville International Airport (“Airport”) for a period of 

eight (8) years, which commenced on January 31, 2009, the beginning of the Operational 

Phase and would continue until June 30, 2017, with two (2) one year renewal options. 

 

The Concession Agreement established the Disadvantage Business Enterprise (“DBE”) 

participation goal at fifteen and seven tenths percent (15.7%) or more of total gross revenues 

from Concession Operations that are attributable to the participation of Authority certified 

DBEs in the Concession Program. On May 18, 2006, Hudson Group and Olympic Supply, 

Inc. entered into a Joint Venture Agreement (“AMS–Olympic Nashville, JV”) to collaborate 

as joint venturers in the operation of retail concessions at Nashville International Airport. The 

interests of the joint venturers in the Joint Venture were as follows: 

 

Hudson Group  83% 

Olympic Supply, Inc. 17% 

 

Olympic Supply, Inc. is a minority owned firm certified by the Authority and the State of 

Maryland.   
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Commencing after January 31, 2009, Hudson Group was required to pay the Authority the 

greater of a minimum annual guarantee (“MAG”) in the amount of Two Million Three 

Hundred Forty-Eight Thousand Nine Hundred Fifty and 00/100 Dollars ($2,348,950), which 

was subject to an annual adjustment based on the prior year’s rentals, or the percentage 

payment of gross revenues derived from the sale of news, gifts and specialty concession 

businesses at the Airport.  

 

The following are the news, gifts and specialty retail businesses and the percentage of gross 

revenues derived from Hudson Group.  

 

 
 

In addition to the MAG and/or percentage of gross revenues payments required, Hudson 

Group agreed to contribute to the joint marketing fund, on a monthly basis, an amount not to 

exceed three quarters of one percent (0.75%) of all gross revenues derived from concession 

operations.  

 

The Concession Agreement required Hudson Group to furnish audited statements to the 

Authority, prepared in accordance with generally accepted accounting principles that the 

MAG and the percentage payments paid by the Concessionaire to the Authority during the 

preceding contract year were made in accordance with the terms of the Concession 

Agreement. The statement would contain gross revenues as shown on the books and records 

of Hudson Group that were used to compute the percentage payments made to the Authority. 

 

In accordance with the terms of the Concession Agreement, Hudson Group would pay the 

Authority the greater of the MAG of $2,348,950 or the percentage of payment of gross 

revenues based on the types of revenue reported.  The following are the gross revenues and 

percentage payment provisions for Hudson Group per the Statement of Gross Revenues and 

Concession Payments for Year Ended June 30, 2016, provided by Marcum LLP: 

Concession Concepts Concession Operations % of Gross Revenues

Bookstore & News Hudson Booksellers 11%

Specialty Retail

Accessories Place, Grand Ole Opry, 

Godiva Chocolatier, Harley Davidson, 

Kids Works, Life is Good, & Sunglass 

Hut

12%

News and Conveniences Hudson News & CNN 13%

Nashville Souvenirs
Discover Nashville, Nashville Kitchen & 

Nashville Star
15%

Bottled Alcoholic Beverages & Branded Merchandise Music City Beer Kiosk 15%

Subtenants
Fly Babies, Radio Road, and Spirit of the 

Red Horse
12%
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Hudson Group’s percentage payments from gross revenues were $2,543,136.  Thus, the 

percentage payments paid to the Authority were greater than the MAG.  The amount paid by 

Hudson Group to the Authority for the Year Ended June 30, 2016, was $2,643,744; therefore, 

Hudson Group had an overpayment of rent due to the Authority in the Amount of $100,608.  

Accordingly, Hudson Group was due a credit for the overpayment of rent. 

 

On September 20, 2017, Finance determined that Hudson Group had an overpayment of rent 

due to the Authority in the amount of $100,608 and issued Hudson Group a credit memo 

(CRM34350) for the overpayment.  Finance based the determination upon the MAG, 

percentage payment provisions and the total rent paid by Hudson Group to the Authority for 

the Year Ended June 30, 2016.  

 

In accordance to the terms of the Concession Agreement, Hudson Group would pay to the 

Authority the percentage payment of gross revenues as JMF Contributions.  The following 

were the gross revenues and percentage payment provisions for Hudson Group per the 

Statement of Gross Revenues and Concession Payments for Year Ended June 30, 2016, 

provided by Marcum LLP: 

Schedule of Monthly Gross Revenues and Concession Payments:

Period

News & 

Conveniences Souvenirs

Bookstore 

& News

Special 

Retail Subtenant Total

July 2015 $730,823 $178,155 $256,710 $471,655 $143,739 $1,781,081

August 676,191 177,783 239,296 448,399 157,660 1,699,330

September 652,100 172,611 241,581 426,938 164,606 1,657,836

October 755,847 206,840 269,479 496,183 191,335 1,919,685

November 644,121 151,180 225,541 405,181 147,244 1,573,266

December 600,242 120,522 194,012 337,366 130,078 1,382,220

January 2016 516,345 107,323 174,029 305,690 102,290 1,205,678

February 533,743 121,291 178,126 347,376 107,405 1,287,942

March 691,433 161,209 232,375 431,186 132,733 1,648,936

April 738,809 205,238 259,532 485,153 128,897 1,817,630

May 859,257 236,217 295,105 585,497 148,683 2,124,758

June 879,208 225,769 283,400 603,492 134,125 2,125,995

Total Gross Revenue $8,278,120 $2,064,139 $2,849,186 $5,344,116 $1,688,794 $20,224,355

Contractual Percentage Rate 13% 15% 11% 12% 12%

Calculated Percentage Rent $1,076,156 $309,621 $313,410 $641,294 $202,655 $2,543,136

Minimum Annual Guarantee $2,348,950

Rent paid by Hudson Group $2,643,744

(Under)/Over Payment $100,608
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The JMF Contributions were a calculation based on 0.75% of total gross revenues.  For the 

Year Ended June 30, 2016, Hudson Group’s gross revenues were $20,224,355.  Thus, the 

amount due to the Authority was $151,683.  Hudson Group paid $151,764 to the Authority 

for JMF Contributions; therefore, Hudson Group had an overpayment of rent to the Authority 

in the amount of $81.  Accordingly, Hudson Group was due a refund for the overpayment of 

rent.  

 

On September 20, 2017, Finance determined that Hudson Group had an overpayment of rent 

to the Authority in the amount of $81 and issued a credit memo to Hudson Group 

(CRM34351) for the overpayment amount.  Finance based the determination upon the 

percentage payment provisions and the total rent paid by Hudson Group for the Year Ended 

June 30, 2016. 

 

In addition to the Concession Agreement, on January 15, 2007, Hudson Group entered into a 

Space Lease Agreement (A-07-252) with the Authority. This Agreement granted Hudson 

Group the right to use certain improved real property, commonly known as Support Space 

within the Passenger Terminal Building located at the Nashville International Airport, for the 

operation of the News, Gift, and Specialty Retail Concession Operation. The term of the 

Agreement was for a period of one month and shall be automatically renewed on a month-to-

month basis.  Hudson Group agreed to pay the Authority an annual rental amount of One 

Hundred Thirty-One Thousand Two Hundred Fifty-Six and 00/100 Dollars ($131,256.00), 

payable in equal monthly installments, based upon $36 per square foot (“sf”) per annum.  

 

The First Amendment to the Space Lease Agreement, effective April 1, 2007, provided for: (i) 

the deletion of storage rooms T2002B and T2027 located on the ticketing level of the main 

Schedule of Monthly Gross Revenues and Concession Payments:

Period

News & 

Conveniences Souvenirs

Bookstore 

& News

Special 

Retail Subtenant Total %

Joint 

Marketing 

Fund 

Contributions

July 2015 $730,823 $178,155 $256,710 $471,655 $143,739 $1,781,081 0.75% $13,358

August 676,191 177,783 239,296 448,399 157,660 1,699,330 0.75% 12,745

September 652,100 172,611 241,581 426,938 164,606 1,657,836 0.75% 12,434

October 755,847 206,840 269,479 496,183 191,335 1,919,685 0.75% 14,398

November 644,121 151,180 225,541 405,181 147,244 1,573,266 0.75% 11,799

December 600,242 120,522 194,012 337,366 130,078 1,382,220 0.75% 10,367

January 2016 516,345 107,323 174,029 305,690 102,290 1,205,678 0.75% 9,043

February 533,743 121,291 178,126 347,376 107,405 1,287,942 0.75% 9,660

March 691,433 161,209 232,375 431,186 132,733 1,648,936 0.75% 12,367

April 738,809 205,238 259,532 485,153 128,897 1,817,630 0.75% 13,632

May 859,257 236,217 295,105 585,497 148,683 2,124,758 0.75% 15,936

June 879,208 225,769 283,400 603,492 134,125 2,125,995 0.75% 15,945

Total Gross Revenue $8,278,120 $2,064,139 $2,849,186 $5,344,116 $1,688,794 $20,224,355 0.75% $151,683

Total Joint Marketing Fund Contributions Due $151,683

Joint Marketing Fund Contributions Paid $151,764

(Under)/Over Payment of Joint Marketing Fund Contributions $81
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terminal and consisting of 1,922 sf. Hudson Group agreed to pay the Authority an annual 

rental amount of Sixty-Two Thousand and Sixty-Four and 00/100 Dollars ($62,064.00), 

payable in equal monthly installments, based upon $36 per sf per annum. 

 

The Second Amendment to the Space Lease Agreement, effective January 1, 2008, provided 

for: (i) addition of support space, rooms T0019 (199 sf), T0019A (174 sf) and ramp storage in 

the “C” Triangle Storage area (525 sf) for a total of 898 sf and (ii) deletion of support storage 

space room T0027 (473 sf).  Hudson Group agreed to pay the Authority an annual rental 

amount of Seventy-Seven Thousand Three Hundred Sixty-Four and 00/100 Dollars 

($77,364.00), payable in equal monthly installments, based upon $36 per sf per annum. 

 

The Third Amendment to the Space Lease Agreement, effective July 1, 2009, provided for: (i) 

addition of support space, rooms T2001G (208 sf), S1219 (298 sf), located on Level 3 of the 

main terminal and D Concourse; (ii) deletion of support space room T1051 (936 sf); and (iii) 

revision of the lease exhibit to accurately represent the space utilized by the lessee in the 

passenger terminal building.  Hudson Group agreed to pay the Authority an annual rental 

amount of Seventeen Thousand Two Hundred Ten and 00/100 Dollars ($17,210.00), payable 

in equal monthly installments, based on $10 per sf per annum. 

 

On January 19, 2017, Hudson Group entered into a lease agreement with MPC Holdings, 

LLC.  This Agreement granted Hudson Group the right to use certain improved real property, 

commonly known as the Multi-Purpose Building.  Hudson Group agreed to pay the Authority 

an annual rental amount of Two Thousand Two Hundred and Ninety and 00/100 Dollars 

($2,290), payable in equal monthly installments of $190.83.  The term of the Agreement was 

for a period of one month and shall be automatically renewed on a month-to-month basis. 

 

 

Objectives 

 

The objectives of the audit were as follows: 

 

1. Determine the validity of gross revenue amounts reported and fees paid to the 

Authority; 

2. Determine compliance with contract terms and operational requirements; and 

3. Document and evaluate existing internal controls. 

 

 

Testing 

 

In order to satisfy the audit objectives, the following tests were performed:  

1. Select 3 months for detail testing (January, February, and April 2017). For each month 

selected, perform the following:  

a. Obtain the monthly fixed rent invoices from Finance and verify the invoiced 

amount agrees to the schedule of rental fees and charges in the Master Lease and 

Concession Agreements.  

b. Obtain monthly revenue report and perform the following:  
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i. Review the report for mathematical accuracy. 

ii. Tie amounts per revenue report to amounts reported to the Authority.   

iii. Verify Concessionaire has properly calculated the percentage of gross 

revenue requirements to the Authority.  

c. Determine Concessionaire contributes 0.75% of monthly gross revenues to the 

Joint Marketing Fund. 

d. Obtain a copy of the Tennessee Sales and Use Tax forms. 

i. Review tax returns for reasonableness and determine sales and use taxes 

were properly reported to the State.  

e. Select a specific concession location, News & Conveniences (C-15). For each 

month selected, perform the following:    

i. Obtain a copy of the News & Convenience Store’s general ledger and 

perform the following:  

1. Review report for mathematical accuracy. 

2. Verify revenue amounts reported per the general ledger were 

consistent with the revenue amounts reported to the Authority.  

3. Verify News & Convenience Store has properly calculated the 

percentage of gross revenue requirements.  

4.  Select a week each month and perform the following: 

a. Obtain the Daily Revenue Reports for the weeks selected. 

b. Verify daily revenue amount agree to the monthly general 

ledger reports. 

2. Determine compliance with contract terms and operational requirements. 

a. Determine Concessionaire meets operational requirements. 

i. Determine through observation Concessionaire maintains the premise in a 

First-Class Manner.  

ii. Verify Concessionaire meets operational hours and staffing requirements.  

iii. Determine Concessionaire’s employees are trained to respond to 

customer’s request for information.  

iv. Determine Concessionaire submits quarterly updates, regarding recent 

trends or developments in airport news, gifts and specialty retail 

operations.  

v. Verify Concessionaire conducts formal performance audits on a bi-monthly 

basis.  

vi. Determine Concessionaire meets annual reporting requirements. 

1. Review Concessionaire’s achievement of sales projections, 

financial results and other goals and objectives planned for the prior 

lease year. 

2. Review operational goals and objectives for the forthcoming lease 

year. 

3. Review Concessionaire’s scheduled customer service 

improvements, initiatives and activities for the forthcoming lease 

year. 
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4. Review the Concessionaire’s customer service issues for the prior 

year. 

5. Determine Concessionaire submits an annual pricing report, to 

ensure reasonable pricing is being maintained.  

b. Verify Authority personnel conducts monthly meetings with Concessionaire to 

discuss operational issues.  

c. Verify Concessionaire meets the Disadvantaged Business Enterprise (“DBE”) 

Program requirements established in the contract.  

d. Determine Concessionaire maintains adequate insurance coverage.  

i. Obtain copies of the certificates of insurance on file, during the audit 

period. 

ii. Verify the commercial general liability, property, automobile, worker’s 

compensation, and liquor liability insurance coverage meets or exceeds the 

amounts specified in the contract. 

iii. Verify the company/companies providing general liability, property, 

automobile and liquor liability insurance coverage are admitted to do 

business in Tennessee and rated not less than the minimum rating or 

approved by the Authority’s CFO. 

iv. Verify the certificate of insurance is current and adheres to all other 

contract requirements.  

e. Determine Concessionaire maintains a proper irrevocable letter of credit (“LOC”).   

i. Obtain a copy of the LOC on file. 

ii. Verify the LOC coverage meets or exceeds the amount specified in the 

contract. 

iii. Verify the LOC coverage is current and adheres to all other contract terms. 

f. Verify Concessionaire submits an annual drug free workplace affidavit. 

g. Determine Concessionaire complies with applicable laws applying to the sale of 

bottled alcoholic beverages by performing the following: 

i. Determine Concessionaire maintains current license for the sale of bottled 

alcoholic beverages. 

ii. Verify Concessionaire complies with applicable laws on training 

employees for the sale of bottled alcoholic beverages with respect to the 

age verification requirements. 

iii. Determine Concessionaire ensures bottled alcoholic beverages are packed 

in tamper-resistant sealed package with affixed pre-printed labels 

prohibiting consumptions until consumer reaches their destination. 

iv. Verify Concessionaire collects taxes on all bottled alcoholic beverages and 

remits reports on taxes to the Authority no later than five (5) business days 

prior to the Authority’s deadline to report taxes. 

v. Determine the Authority remits liquor taxes to the State in a timely manner. 

h. Determined whether the Concessionaire was cited for any security violations. 

i. Determine Concessionaire reimbursed the Authority for any security fines 

received, resulting from the Concessionaire’s security violation.  

3. Document and evaluate existing internal controls. 
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Conclusion 

 

Based upon the audit, the following were determined with respect to the stated objectives: 

 

1. The Director of Concession Affairs did not ensure that Hudson Group maintained 

continuous security coverage, as noted in Finding #1. 

2. The Director of BDD did not ensure that proper monitoring tools were in place to 

support all of Hudson Group’s DBE participation, as noted in Finding #2. 

3. The Director of Concession Affairs did not ensure that Hudson Group was submitting 

quarterly updates regarding recent trends or developments in Airport news, gifts and 

specialty retail concession operations, as noted in Finding #3. 

4. The Director of Concession Affairs did not ensure that the annual report provided by 

Hudson Group included the required reconciliation of MAG and payment information, 

as noted in Finding #4. 

5. The Director of Concession Affairs did not ensure that Hudson Group provided the 

required annual audited statements to the Authority in a timely manner, as noted in 

Finding #5. 

6. The Director of Concession Affairs did not ensure that Hudson Group provided an 

annual pricing report or conducted any reasonable price audits, as noted in Finding #6. 
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Finding #1 

  

Observation 

 

The Director of Concession Affairs did not ensure that Hudson Group maintained continuous 

security coverage. 

 
Background 

 

According to Article 19, Financial Guarantee, Section 1, Letter of Credit, of the Concession 

Agreement, “As security for Concessionaire’s full, faithful and prompt performance of and 

compliance with all covenants, terms and conditions of the Agreement on the part of the 

Concessionaire, Concessionaire hereby agrees to deposit with the Authority, at all times from 

and after the effective date, a stand-by, irrevocable letter of credit (“LOC”) for the benefit of 

the Authority in the form of Exhibit I hereto, in a stated principal amount that is not less than 

fifty percent (50%) of the MAG hereunder for the then current Lease Year (or, for the 

commencement date, in an amount that is not less than the minimum MAG for the initial full 

Lease Year), and issued by a national banking association or state chartered bank subject to 

examination by federal authority of the United States of America, of good standing and 

having a combined capital surplus aggregating not less than $500,000,000.  Concessionaire 

shall provide to Authority, not less than thirty (30) days prior to the expiration date of such 

Letter of Credit a replacement Letter of Credit which meets the requirements set form in 

Section 19.1.”   

  

An objective of the audit was to determine that Hudson Group maintained continuous security 

coverage.  Through audit testing, it was determined that on November 15, 2013, Hudson 

Group provided LOC No. 331937024 to meet the initial security requirements of the 

Concession Agreement.  The LOC expired on November 15, 2014.  The first continuation 

certificate was issued on February 3, 2015.  Accordingly, there was a lapse from November 

16, 2014, to February 3, 2015, or approximately 79 days.   

 

Hudson Group properly filed a second continuation certificate by November 15, 2015, which 

expired on July 31, 2016.  Hudson Group’s third continuation certificate was issued on 

November 2, 2016.  Accordingly, the Concessionaire had a second lapse in security from 

August 1, 2016, to November 1, 2016, or approximately 93 days.   

 

The third continuation certificate expired on July 31, 2017.  Hudson Group issued its fourth 

continuation certificate on October 27, 2017.  Accordingly, the Concessionaire had a third 

lapse in security from August 1, 2017, to October 26, 2017, or approximately 87 days.  From 

November 2013 to July 2018, Hudson Group’s security has lapsed a total of 259 days, as 

detailed in the table below. 
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Recommendation 

 

The Director of Concession Affairs should set up alerts in the ABM system to monitor 

security coverage expiration dates to ensure there are not any lapses in security coverage. 

 

Management Response 

 

Revenue Development will set up alerts in the ABM system by May 21, 2018, to monitor 

security coverage expiration dates to ensure there are not any lapses in security coverage.  

Further, monthly reports will be generated to look ahead up to 90 days to anticipate 

impending expirations for the purposes of notifying the tenant in advance to ensure renewals 

are received and to verify the ABM system is generating alerts accurately.  “Look ahead” 

reports will be implemented by May 21, 2018. 

 

 

 

 

Finding #2 

 

Observation 

 

The Director of BDD did not ensure that proper monitoring tools were in place to support all 

of Hudson Group’s DBE participation.   

 

Background 

 

According to 49 CFR 23.29, What Monitoring and Compliance Must Recipients Follow, 

“Recipients must implement appropriate mechanisms to ensure compliance with the 

requirements of the ACDBE program by all participants in the program.  The recipient must 

include in the concession program the specific provisions to be inserted into the concession 

agreements and management contracts setting forth the enforcement mechanisms and other 

means to ensure compliance.  These provisions must include monitoring and enforcement 

mechanism to verify that the work committed to ACDBEs is actually performed by the 

ACDBEs.  This mechanism must include a written certification that the recipient has 

reviewed records of all contracts, leases, joint venture agreements, or other concession-related 

agreements and monitored the work on-site at the airport for this purpose.  The monitoring to 

which this paragraph refers may be conducted in conjunction with monitoring of concession 

performance for other purposes.” 

Document Name Issued Date Expiration Date Lapse Period Lapsed

Days 

Lapsed

Irrevocable Letter of Credit # 331937024 11/15/2013 11/15/2014 No None 0

Continuation Certificate 1 dated 02/03/15 2/3/2015 11/15/2015 Yes 11/16/2014 to 2/2/2015 79

Continuation Certificate 2 dated 11/15/15 11/15/2015 7/31/2016 No None 0

Continuation Certificate 3 dated 11/02/16 11/2/2016 7/31/2017 Yes 8/1/2016 to 11/1/2016 93

Continuation Certificate 4 dated 10/27/17 10/27/2017 7/31/2018 Yes 8/1/2017 to 10/26/2017 87

Total Days Lapsed 259
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According to Article 7, Disadvantaged Business Enterprise Participation, Section 2, DBE 

Participation Goal, of the Concession Agreement, “To provide a fair opportunity for DBE 

participation in the Concession Program, Authority requires that Concessionaire make good 

faith efforts, as described in 49 C.F.R. Section 23.95(i), to provide for a level of Authority 

Certified DBE participation in the concession program that results in the generation of fifteen 

and seven tenths percent (15.7%) or more of total gross receipts from concession operations 

that are attributable to the participation of Authority certified DBEs in the concession 

program.  A DBE is required to perform a commercially useful function by being 

independently responsible for the execution of a distinct element of the work and carrying out 

its responsibilities by actually performing, managing and supervising the work involved.  In 

light of industry practices and other relevant considerations, the DBE must have a necessary 

and useful role in the transaction of a kind for which there is a market outside the context of 

the DBE program.”   

 

An objective of the audit was to determine the certified revenue and expense amounts 

calculated in the DBE participation were accurate.  Hudson Group achieves most of its 

participation through a joint venture agreement with Olympic Nashville.  According to the 

joint venture agreement, Olympic Nashville, a certified DBE supplier, would participate in the 

day to day operations of the joint venture and be responsible for specific management and 

administrative functions.  In return for their services, Olympic Nashville’s share of certain 

revenues would be counted as DBE participation.   

 

To be counted as participation, a DBE is required to perform a commercially useful function 

by being independently responsible for the execution of a distinct element of the work and 

carrying out its responsibilities by actually performing, managing and supervising the work 

involved.  Through audit testing, it was determined that BDD does not receive any 

documentation to support that Olympic Nashville is providing a commercially useful service 

to Hudson Group or fulfilling the day to day responsibilities set forth in the joint venture 

agreement.   

 

Hudson Group also achieves participation through purchases from DBE certified suppliers.  

Through audit testing, it was determined for FY 17 Hudson Group had expenditures from the 

following certified DBE suppliers: U-KNO Catering, Spring Tree Media Group, Devi Sanford 

Photography and MPYER Marketing & Advertising.  BDD had documentation to support the 

accuracy of the expenditures from each of the suppliers except U-KNO Catering.   

 

Recommendation 

 

The Director of BDD should require Hudson Group to provide the Authority supporting 

documentation for services provided by Olympic Nashville and expenditures paid to U-KNO 

Catering. 
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Management Response 

 

On March 18, 2018, BDD notified Hudson Group of the requirement to provide the Authority 

supporting documentation for services provided by Olympic Nashville.  The report was 

submitted on April 2, 2018. 

 

On March 26, 2018, Hudson Group provided the Authority supporting documentation for 

expenditures paid to U-KNO Catering. U-KNO Catering expenditures have been updated 

through February 28, 2018.   

 

Hudson Group’s second report for Olympic Nashville’s services provided will be for the 4th 

Quarter of 2018, to be submitted by July 10, 2018.  Backup documentation will outline the 

day to day operations carried out by Olympic Nashville including their specific management 

and administrative functions. Olympic Nashville’s services include but are not limited to:  

1) Reviewing daily the sales reports, variance reports, budget comparisons and LY 

comparisons for all locations (When necessary, communicate with General Manager 

about these reports);  

2) Reviewing weekly the Department Sales reports, Sales Comparison reports, Perpetual 

Inventory reports, Weekly Flash & Sales reports, and Cashier Log reports for all 

locations (When necessary, communicate with General Manager about these reports);  

3) Reviewing, monthly, the monthly P&L including payroll with General Manager and 

Hudson Group’s Regional Manager;  

4) Reviewing the inventory reconciliations reports at the end of year with General 

Manager; and   

5) Managing preparation, content and writing of the Annual Report for MNAA at the 

beginning of each fiscal year for the previous year.  

  

 

 

 

Finding #3 (Repeat Finding FY 2011) 

 

Observation 

 

The Director of Concession Affairs did not ensure that Hudson Group was submitting 

quarterly updates regarding recent trends or developments in Airport news, gifts and specialty 

retail concession operations.   

 

Background 

 

According to Article 4, Concessionaire's Obligations, Section 2, Concession Management, of 

the Concession Agreement, “Concessionaire shall remain current with all trends in Airport 

news, gifts and specialty retail concession operations and provide to the Authority a quarterly 

update regarding recent trends or developments in Airport news, gifts and specialty retail 

concession operations.” 
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An objective of the audit was to determine Hudson Group was compliant with Concession 

Agreement terms.  Through audit testing, it was determined that Hudson Group did not file 

any quarterly updates regarding trends or developments in Airport news, gifts and specialty 

retail concession operations. It should be noted that the Concessionaire was submitting trend 

and development updates in the Concessionaire’s annual report filing to the Authority.  It 

should also be noted that Internal Audit identified the same finding and made the same 

recommendation in Hudson Group’s last audit dated July 6, 2010.  Revenue Development’s 

response from that report was as follows: 

 

“Properties will request Hudson Group to submit reports regarding trends and development 

in N, G & S retail concession operations henceforth.  Properties will also trigger dates for 

periodic report requirements in the Properties Management suspense system.” 

 

Recommendation 

 

The Director of Concession Affairs should require Hudson Group to submit quarterly reports 

regarding trends and developments in Airport news, gifts and specialty concession operations. 

 

The Director of Concession Affairs should utilize automated alerts in the ABM system for the 

quarterly reporting requirements.  

 

Management Response 

 

Revenue Development has notified Hudson Group as of March 30, 2018, to submit the 

required quarterly reports regarding trends and developments in Airport news, gifts and 

specialty concession operations.  Automated alerts will be placed in the ABM system by May 

21, 2018, and routinely verified to notify Revenue Development of this reporting requirement. 

Revenue Development is also developing a tracking log to ensure the report is submitted.  The 

tracking log will be completed by May 21, 2018. 

 

 

 

 

Finding #4 (Repeat Finding FY 2011) 

 

Observation 

 

The Director of Concession Affairs did not ensure that the annual report provided by Hudson 

Group included the required reconciliation of MAG and payment information.   

 

Background 

 

According to Article 5, Financial Terms, Section 1, Periodic Rent, of the Concession 

Agreement, “Within sixty (60) days after the end of each year of the Interim Phase and each 

Lease Year, Concessionaire shall provide its annual report, as required by Section 4.6 hereof, 

along with a reconciliation and payment to the Authority (if any is due) as follows: (A) a 
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comparison of the MAG for such preceding year or lease year and the percentage of gross 

receipts due to Authority for such year or lease year to determine the total amount owed to 

Authority by Concessionaire for such preceding year or lease year under this section and (B) 

payment of any additional amount owed as rent for such preceding year or lease year under 

the terms of this agreement.”  
 

An objective of the audit was to determine Hudson Group submitted their annual statement of 

gross revenues in the required format.  Through audit testing, it was determined that Hudson 

Group’s annual report did not include the following required MAG reconciliation and 

payment information: 

 

A. A comparison of the MAG for the preceding year or lease year and the percentage of 

gross revenues due to the Authority by the Concessionaire for such preceding year or 

lease year; and,  

B. Payment of any additional amount owed as rent for such preceding year or lease year 

under the terms of this Concession Agreement. 

 

It should be noted that Internal Audit identified the same finding and made the same 

recommendation in Hudson Group’s last audit dated July 6, 2010.  Revenue Development’s 

response from that report was as follows: 

 

“Properties will advise Hudson Group in writing of the acceptable annual reporting format.” 

 

Recommendation 

 

The Director of Concession Affairs should require Hudson Group to submit their annual 

statement of gross revenues in the required format.  The statement should disclose monthly 

gross receipts by categories in comparison to the payments made to the Authority. 

 

Management Response 

 

Revenue Development notified Hudson Group on April 10, 2018, to submit their annual 

statement of gross revenues in the required format that discloses monthly gross receipts by 

categories in comparison to the payments made to the Authority.  Further, Revenue 

Development will verify the accuracy of the annual statement before processing internally. 
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Finding #5 

 

Observation 

 

The Director of Concession Affairs did not ensure that Hudson Group provided the required 

annual audited statements to the Authority in a timely manner. 

 

Background 

 

According to Article 13, Books, Records, Recordkeeping and Reports, Section 1, General 

Requirements, of the Concession Agreement, “Annually, within ninety (90) days after the end 

of each year of the Interim Phase and each Lease Year, the Concessionaire shall furnish the 

Authority with audited statements of gross revenues derived from the Concession Program 

certified by an independent public accounting firm.” 

 

An objective of the audit was to determine Hudson Group submitted their audited statements 

of gross revenues within 90 days after the end of the lease year.  Hudson Group’s lease year 

ends June 30th and the annual report is due by September 28th.  Through audit testing, it was 

determined that Hudson Group’s FY 16 annual report was not certified by Marcum LLP until 

February 14, 2017.  Accordingly, Hudson Group’s FY 16 annual report was 142 days late.  

Hudson Group properly submitted the FY 17 annual report before the September 28th 

deadline.     

 

Recommendation 

 

The Director of Concession Affairs should require Hudson Group to submit their annual 

report within 90 days after the end of each lease year. 

 

The Director of Concession Affairs should utilize automated alerts in the ABM system for 

annual reporting requirements. 

 

Management Response 

 

Revenue Development notified Hudson Group on March 30, 2018, to submit their annual 

report within 90 days after the end of each lease year.  Automated alerts will be placed in the 

ABM system by May 21, 2018, and routinely verified to notify Revenue Development of this 

reporting requirement.  Further, reports will be generated monthly to look ahead 30 days to 

anticipate impending requirements for the purposes of notifying the tenant in advance. 

Revenue Development is also developing a tracking log to ensure the report is submitted. 

“Look ahead” reports will be implemented by May 21, 2018. 
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Finding #6 

 

Observation 

 

The Director of Concession Affairs did not ensure that Hudson Group provided an annual 

pricing report or conducted any reasonable price audits. 

 

Background 

 

According to Article 1, Definitions, of the Concession Agreement, “Reasonable pricing 

means a pricing structure under which the charges, fees or prices for any goods or services 

offered to the public at the Airport are Reasonable Prices.” 

 

According to Article 8, Pricing, Section 1, Reasonable Pricing, of the Concession Agreement, 

“Concessionaire shall submit to Authority, within sixty (60) days after the end of each year of 

the interim phase and lease year, an annual pricing report for each concession location that 

indicates the extent of compliance by the Concession Operator thereof with reasonable pricing 

and the actions taken by Concessionaire and each Concession Operator to remedy any 

noncompliance.”   
 

According to Article 8, Pricing, Section 2, Pricing Adjustments, of the Concession 

Agreement, “Not less than three (3) times per year of the interim phase and per lease year, 

Concessionaire shall conduct, or cause to be conducted an audit concerning compliance with 

the reasonable pricing requirement by Concession Operators for current products available 

and pricing levels within concession locations.  The audit shall compare the price levels of 

current products available at the Airport with the price level at off-Airport comparable 

locations as described in Section 8.1.  In the event of noncompliance with the reasonable 

pricing requirements, Concessionaire shall cause each Concession Operator to bring all 

products into compliance with the reasonable pricing requirements based upon the audit 

results within seven (7) days after such noncompliance is identified.” 
 

An objective of the audit was to determine that Hudson Group submitted an annual pricing 

report and conducted three price audits per lease year.  Through audit testing, it was 

determined that Hudson Group has not provided an annual pricing report or conducted any 

price audits for FY 17.   

 

Recommendation 

 

The Director of Concession Affairs should require Hudson Group to submit their annual 

pricing report and 3 price audits per lease year. 

 

The Director of Concession Affairs should utilize automated alerts in the ABM system for 

annual reporting requirements.  
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Management Response 

 

Revenue Development notified Hudson Group on March 30, 2018, to submit their annual 

pricing report at this time and has notified Hudson Group of the required price audits due 3 

times per lease year going forward.  Automated alerts will be placed in the ABM system by 

May 21, 2018, and routinely verified to notify Revenue Development of this reporting 

requirement. Revenue Development is also developing a tracking log, which will be reviewed 

monthly to ensure the report is submitted. The tracking log will be completed by May 21, 

2018. 

 


