
 
 
 
To: Ralph Cutié, Director 
 Miami-Dade Aviation Department  
 
From: Felix Jimenez, Inspector General     
 
Date: February 8, 2024 
    
Subject:        OIG Report of Investigation Re:  Underreporting of Gross Revenues  
                     by MDAD Tenant National Airport Services, Inc., Ref. IG19-0025-I 
 
 
Enclosed please find the Office of the Inspector General’s (OIG’s) Report of Investigation 
regarding the Underreporting of Gross Revenues by Miami-Dade Aviation Department 
(MDAD) tenant National Airport Services, Inc. (NAS).  
 
The report as a draft was provided to MDAD and NAS for review and the opportunity to 
provide a written response.  MDAD’s response, the only response received, is attached 
to the report as Appendix A.   
 
MDAD’s response concurred with the OIG’s recommendations and indicated it will notify 
NAS to discontinue its practice of reporting revenue on a cash basis within 30 days and 
require NAS to resubmit within 60 days revised monthly gross revenue reports for the 
period of August 2020 to December 2023. The response also indicates that MDAD will 
bill any fees due including penalties and interest.  
 
The OIG requests to be provided with a status report, in 120 days, regarding NAS’s 
compliance with MDAD’s requests that NAS stop reporting revenue on a cash basis and 
resubmit its gross revenue reports; as well as MDAD’s collection of any fees, penalties, 
or interest payments from NAS. The status report should be received by the OIG on or 
before, June 10, 2024.  
 
 
 
Attachment  
 
cc: Evelyn Campos, Division Director, Professional Compliance, MDAD 
 Ofelia Tamayo, Director, Audit and Management Services Department 
 National Airport Services, Inc., c/o Lowell Kuvin, Esq. (under separate cover)  
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I. INTRODUCTION & SYNOPSIS  
 
The Miami-Dade County (County) Office of the Inspector General (OIG) initiated this 
investigation based on an anonymous complaint alleging misconduct by National Airport 
Services, Inc. (NAS), a tenant of the Miami-Dade Aviation Department (MDAD).  The 
complaint alleged NAS was not paying the correct amount of opportunity fees to MDAD 
for services provided. The complaint also alleged that NAS was operating beyond the 
scope of its lease agreement by towing aircraft and dispensing fuel at the airside areas 
of Miami International Airport (MIA) from a modified baggage tug vehicle.  

 
Incidents, similar to the allegation, of NAS operating beyond its authority, had been 
reviewed by MDAD in 2017 and 2018 closer in time to the complaint.  The OIG reviewed 
MDAD’s records of those incidents, interviewed MDAD staff, and NAS’s owner. MDAD 
found violations and addressed them with NAS. Specifically, regarding the fueling 
violations, MDAD’s Airside Operations imposed two civil fines. The OIG has confirmed 
that both of these citations are still open and unpaid.1 From August 29, 2017, through 
September 11, 2022, Airside Operations issued no additional citations for fueling 
violations to NAS.2 Based on MDAD’s monitoring and enforcement actions, the OIG’s 
investigation focused on the allegation of underreporting gross revenues. 
 
The OIG investigation substantiated that NAS underreported gross revenues and 
underpaid opportunity fees to MDAD.  The OIG presented the underreporting to the 
Miami-Dade State’s Attorney Office (SAO) for possible prosecution.  Following a lengthy 
investigation, the SAO declined to prosecute, finding that while NAS deliberately 
underreported gross revenues, there was no evidence that NAS did so with any fraudulent 
intent. The OIG found that NAS’s underreporting of gross revenues was due to its 
consistent reporting of cash-basis revenues.  It appears that both NAS and MDAD used 
the internal audit mechanism to determine and reconcile any shortfalls in reported gross 
revenues at year-end.  Although NAS has paid outstanding opportunity fee balances, plus 
interest and penalties, this practice is problematic and subjects MDAD to unnecessary 
risk of non-payment of past due opportunity fees.  
 
 

 
1 The total civil penalty for each violation was $260.00. 
2 In researching NAS citations, the OIG discovered a citation issued by Miami-Dade Fire Rescue on 
10/21/2022, for failure to pay an inspection fee billed under life safety permit 21902-00112.   While NAS 
eventually paid the inspection fee, in June of 2023, the citation balance had increased to $4,210 due to 
noncompliance by NAS in correcting the violation within the time allowed and non-payment of the initial 
$210 citation.   
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II. OIG JURISDICTIONAL AUTHORITY 
 
In accordance with Section 2-1076 of the Code of Miami-Dade County, the Inspector 
General has the authority to make investigations of County affairs; audit, inspect, and 
review past, present, and proposed County and Public Health Trust programs, accounts, 
records, contracts, and transactions; conduct reviews, audits, inspections, and 
investigations of County and Public Health Trust departments, offices, agencies, and 
boards; and require reports from County and Public Health Trust officials and employees, 
including the Mayor, regarding any matter within the jurisdiction of the Inspector General. 
 
III.   ENTITIES OR INDIVIDUALS RELEVANT TO THIS INVESTIGATION   
 
National Airport Services, Inc. (NAS)  
NAS has been an active Florida for-profit corporation since October 14, 2014.  The 
registered agent and president is Jorge Y. Alvarez, Jr., and the corporate address is 5439 
NW 36th Street, Miami, Fl. 33166.  NAS is in the business of cargo handling at MIA.  NAS 
operates from Building 716, sections C, D and E, on the West side cargo area of MIA.  As 
of November 2022, NAS employs approximately one hundred employees.  
 
Real Estate Management and Development Division (MDAD Properties) 
MDAD Properties oversees the administration of lease agreements under which airlines, 
cargo handlers, maintenance repair and overhaul (MRO) operators, Fixed Base 
Operators (FBO), and other tenants service the traveling public and each other. It consists 
of the following four sections: Terminal, MIA Non-Terminal (Cargo), General Aviation 
Airports (GAA), and Permits.  Compliance is monitored through inspections of leased 
space by MDAD Properties personnel. 

 
MDAD Finance Division, Revenue Section 
MDAD Finance is responsible for preparing timely, accurate, and reliable monthly 
financial statements and aviation statistics; processing vendor invoices, generating 
customer invoices; collecting all department revenues; and maintaining accurate 
accounts receivable balances. Regarding issues relevant to this report, the Revenue 
Section of the MDAD Finance Division is charged with accepting and reviewing a tenant 
or permittee’s Monthly Report of Gross Revenues (MRGR) form and processing the 
opportunity fees to be paid.   
 
In consideration of the ability to transact business at the airport, tenants and permittees 
must pay the County an opportunity fee.  The opportunity fee set under the agreements 
with NAS is seven percent of the monthly gross revenues exceeding the monthly rentals.  
The agreements with NAS define “gross revenues” as:   

https://www.miami-airport.com/business_opportunities.asp
https://www.miami-airport.com/non_terminal.asp
https://www.miami-airport.com/business_real_estate__general_aviation.asp
https://www.miami-airport.com/business_real_estate__general_aviation.asp
https://www.miami-airport.com/business_permits.asp


MIAMI-DADE COUNTY OFFICE OF THE INSPECTOR GENERAL 
REPORT OF INVESTIGATION 

Underreporting of Gross Revenues by MDAD Tenant  
National Airport Services, Inc. 

____________________________________________________________________________ 
 

 

 
 

IG 19-0025-I 
February 8, 2024 

Page 3 of 13 

 

 
…all moneys paid or payable to, or considerations of determinable value 
received by the Lessee for sales made, transactions had, or services 
rendered in providing cargo handling and cargo related services to others 
…, regardless of when or where the order is therefor is received, whether 
paid or unpaid, whether on a cash or credit basis or in consideration of any 
other thing of value. 

 
The MRGR includes a list of customer names and the gross revenues derived from the 
services provided to a tenant/permittee’s customer.  The MRGR must be submitted to 
MDAD Finance by the 10th day of the month following the month in which services were 
rendered.  It is the Revenue Sections’ job to ensure that tenants/permittees are paying 
opportunity fees based on the agreement’s definition of gross revenues. 
 
IV.   BACKGROUND  
 
History of NAS Lease Agreements 
 
Since approximately 2016, NAS has held consecutive lease agreements to operate in 
various locations at MIA.   
 
Lease Agreement No. C-009584 - On April 26, 2016, MDAD and NAS entered Lease 
Agreement No. C-009584, for a term not to exceed five years, Exhibit 1. The leased 
premises were located in Building 716F on the Westside Cargo area of MIA.  
  
The Lease Agreement described the opportunity fees due to MDAD for gross revenues, 
the required monthly revenue reports, and audit requirements.  Per the agreement the 
authorized use of the leased space by NAS, included receiving, storing, consolidating, 
packaging, and transporting air cargo for airlines and NAS customers, including loading 
and unloading of such aircraft, except that such activity was not authorized in the terminal 
area of MIA.  The lease specified that the cargo handling business was to be performed 
by NAS employees, and NAS had no right to employ agents to perform such business 
unless such agents had written authorization from MDAD through a permit or lease 
agreement.       
 
On July 12, 2016, Lease C-009584 was amended to allow additional authorized uses of 
the leased space and additional prohibited activities. The added authorized use of leased 
space included repair, maintenance, and rental of ground service equipment.  The added 
prohibited activities included storage of any fuel or chemical tanks.  
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Lease Agreement No. C-010718 - On January 31, 2019, Lease Agreement No. C-
010718 was entered into between MDAD and NAS for a term of five years. Under this 
Agreement, the Lessee relocated to MDAD’s Cargo Section at Building 716-E West.  
 
Lease Agreement No. C-011987 - Lease Agreement C-011987 was entered into 
between MDAD, NAS, and National Airline Charters, Inc. (NAC) for a term of 1 year until 
September 22, 2022, to use warehouse and office space at Building 716 C and D.  
 
Lease Agreement No. C-011952 - On October 6, 2022, by Resolution No. R-914-22, the 
Board of County Commissioners approved the Lease Agreement C-011952 entered into 
between MDAD, NAS, and National Airline Charters, Inc. (NAC) for a term of ten years, 
replacing and superseding Lease Agreement No. C-00-11987. Under this Agreement, 
“the Lessees will occupy the entire warehouse space at Building 716 C and D, plus first 
floor offices, and all mezzanine offices …” The agreement requires that the lessees pay 
MDAD a fee of $400,000, payable in five (5) equal payments of $80,000 per year.  This 
Lease Agreement has no connection or impact on NAS’ Lease Agreement No.C-010718.  
 
The Lease Agreement described the opportunity fees due to MDAD for gross revenues, 
the required monthly revenue reports, and audit requirements.  Per the agreement the 
authorized use of the leased space by NAS includes receiving, storing, consolidating, 
packaging, and transporting air cargo for NAS customers, including loading and unloading 
of such aircraft. The lease also authorizes use of the leased space for repair, 
maintenance, and rental of ground service equipment, and prohibited activities includes 
storage of any fuel or chemical tanks. 
 
V. CASE INITIATION & INVESTIGATIVE METHODOLOGY  
 
The OIG initiated the investigation based on an anonymous complaint alleging NAS was 
operating outside the scope of its MDAD Lease Agreement and underpaying opportunity 
fees to MDAD. 

 
Due to the complainant’s anonymity, the OIG was unable to follow up with the complainant 
for further details of the allegations.  The OIG conducted a review of records related to 
NAS. The OIG reviewed and analyzed NAS lease agreements, permits, and conducted 
a review of NAS’s opportunity fee payment history by analyzing the monthly gross 
revenue reports submitted to MDAD’s Finance division. The OIG tested the veracity of 
NAS’s monthly reports by comparing them to information gleaned from NAS invoices 
issued to customers and NAS audited financial statements. The OIG also interviewed 
NAS’s president Jorge Alvarez and MDAD officials. 
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This investigation was conducted in accordance with the Principles and Standards for 
Offices of Inspector General as promulgated by the Association of Inspectors General.   
 
VI. INVESTIGATIVE FINDINGS 
  
Based on MDAD’s past enforcement actions regarding NAS operating outside the scope 
of its agreement the OIG’s investigation focused on the allegation of underreporting gross 
revenues.3   
 
OIG Finding – NAS Underreported Gross Revenues and Underpaid Opportunity 

             Fees to MDAD 
 

As part of the OIG’s investigation, we reviewed NAS’s MRGR submitted to MDAD.  We 
also reviewed NAS invoices obtained from NAS customers, and NAS draft Financial 
Statements approved by NAS’s independent outside auditor.  The OIG review found that 
NAS materially underreported its gross revenues during each of the three years reviewed, 
2018 through 2020. Below are the facts underlying this finding:  
 

A. Comparison of NAS Gross Revenues as Reported in its MRGR vs Audited Financial 

Statements 

The OIG compared NAS’s audited financial statements to NAS’s MRGRs submitted to 
MDAD for the same periods. Table 1 below shows the gross revenues reported by NAS 
to MDAD in their monthly revenue reports for the years 2018 – 2020. Table 2 shows the 
gross revenues NAS’s independent auditors reported to MDAD for the same periods.  
 
Table 1: NAS’s MRGR Gross Revenues 

Reported by NAS 

Cargo 
Handling               

Gross  
Sales 

As % 
All Other 

Gross 
Sales 

As % 
Total 

Gross Sales 

Year ended July 2018   1,794,471  75%      602,201  25%     2,396,672  

Year ended July 2019   3,763,087  94%      248,089  6%     4,011,176  

Year ended July 2020   4,184,331  95%      203,685  5%     4,388,016  

Totals $9,741,889  90%   1,053,975  10% 
  
$10,795,864  

 

 
3 Although not the focus of the investigation, MDAD’s enforcement actions resulted in citations, which the 
OIG has found are still outstanding.   
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Table 2: NAS’s Audited Financial Statement Gross Revenues  

Reported by NAS 

Cargo 
Handling 

Gross 
Sales 

As % 
All Other 

Gross 
Sales 

As 
% 

Total 
Gross Sales 

Year ended July 2018 1,839,665  67% 911,852 33% 2,751,517 

Year ended July 2019 4,782,084 92% 426,846 8% 5,208,930 

Year ended July 2020 5,344,721 96% 203,682 4% 5,548,403 

Totals $11,966,470 89% $1,542,380 11% $13,508,850 

      
Clearly, there is a significant difference—year after year—between NAS gross revenues 
reported to MDAD and NAS’s gross revenues detailed in NAS’s audited financial 
statements. Table 3 below shows this analysis.  
 
Table 3: OIG Analysis of Underreported Gross Revenues 2018 through 2020  

Reported by NAS 
Gross Revenues 

Reported in Audited 
Financial Statements 

Gross 
Revenues 

Reported to 
MDAD 

Underreported 
Gross Revenues 

Year ended July 2018 2,751,517     2,396,672      354,845 

Year ended July 2019 5,208,930     4,011,176  1,197,754 

Year ended July 2020 5,548,403     4,388,016  1,160,387 

Totals         $13,508,850 $10,795,864       $2,712,986 

    
The cumulative difference for the three-year period reviewed by the OIG was $2,712,986. 
These underreported gross revenues resulted in the underpayment of opportunity fees 
during the respective years of $28,805, $29,818, and $65,564, when applying the 
applicable opportunity fee calculation.  Table 4 below shows this analysis.  
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Table 4: OIG Analysis of NAS Underpaid Opportunity Fees 2018 through 2020 

Year 
ended 

Gross 
Revenues 

Reported in 
Audited 

Financial 
Statements 

7 % 
Opportunity 
Fees Owed 
to MDAD 

Gross 
   Revenues 
Reported to 

MDAD 

7% 
Opportunity 
Fees Paid to 

MDAD 

Total 
Opportunity 

Fees 
Underpayment 

July 2018 2,751,517 65,745 2,396,672 36,940 28,805 

July 2019 5,208,930 40,493 4,011,176 10,675 29,818 

July 2020 5,548,403 65,564 4,388,016 0 65,564 

Totals 
            
$13,508,850 $171,802 $10,795,864   $47,615    $124,184 

 
B.  NAS Underreporting due to Cash Basis Accounting.   

 
The OIG determined that the main factor contributing to the underreporting was that 
NAS’s monthly revenue reports to MDAD only reported cash received and not full gross 
revenues, which include cash received and accounts receivable.  According to the 
NAS/MDAD Lease Agreement: 
 

Section 3.02 Opportunity Fee: 
… Lessees shall pay to the County the amount by which 7% of the monthly 
Gross Revenues, as defined in Article 3.10 (Gross Revenues), generated  
from its activities under this Agreement, exceeds the monthly rentals, as 
adjusted from time to time... 

 
Section 3.10 Gross Revenues: 
The term “Gross Revenues,” as used in this Agreement means all moneys 
paid or payable to, or considerations of determinable value received by the 
Lessee for sales made, transactions had, or services rendered in providing 
cargo handling and cargo related services to others as defined in Article 
2.04…regardless of when or where the order is therefor is received, whether 
paid or unpaid, whether on a cash or credit basis or in consideration of any 
other thing of value… 

 
Based on the agreement, the opportunity fee payable to MDAD by NAS should be 
calculated as follows: 
 

(Gross Revenue x 7%) – Monthly Rent = Opportunity Fee Payable to MDAD 
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During the course of the investigation, the OIG interviewed MDAD’s Finance Controller.  
According to the Controller, the monthly gross revenue calculation is always the 
calculation listed in the contract, unless an appendix applies. The Controller stated that 
an Appendix did not apply in the case of NAS. She stated that gross revenues on the 
NAS contract should be calculated as shown above.  
 
The Controller explained that once MDAD receives the audited financial statements, the 
Concessions Group (within MDAD Finance) analyzes the annual audits to ensure that the 
correct calculation of gross revenues is used. The Concessions Group uses the numbers 
provided from the audit and applies the correct opportunity fee calculation as stated by 
the contract. For example, the Concessions Group would ensure that gross revenues are 
not incorrectly limited to a cash basis. MDAD’s Controller stated that at times, the audited 
financial statements provided to MDAD contain incorrect calculations of the gross 
revenues.  For example, lessees (and their auditors) may try to submit credits on the 
monthly revenue reports (where monthly rent exceeded 7% of gross revenues), however, 
MDAD would not accept those credits. Following MDAD’s calculations, any discrepancies 
along with the appropriate interest and late fees are billed to the contract holder. 
 
The OIG also inquired as to whether MDAD Finance is notified of amendments to lease 
agreements. The Controller explained that similar to the Concessionaire Team, the 
employees in the Revenue Section within the Finance Division oversee lease 
amendments. While Properties creates the agreement, it is Finance that activates the 
billing. Accordingly, Finance has all contract amendments and makes necessary 
adjustments. 
 
NAS’s Explanation of its Gross Revenue Calculation 
 
The OIG interviewed NAS owner, Mr. Alvarez, regarding NAS’s underreporting of 
opportunity fees. Mr. Alvarez confirmed that he is the person who completes the MRGRs 
and submits them to MDAD.  Mr. Alvarez stated that other than the language in the lease 
agreement, MDAD did not provide NAS with any additional written guidance or formula 
on how to properly compute the opportunity fees due to MDAD.  
  
Mr. Alvarez explained he operates his business on a cash basis.  He stated that it’s hard 
to have all the invoices at the end of the month due to the back and forth with the airlines. 
Additionally, he stated he needs to be in receipt of funds from airlines and other customers 
to be able to make opportunity fee payments to MDAD.  He provided an example that 
airlines will not pay an invoice if there are errors of any sort.  Mr. Alvarez stated that at 
the end of the year when the audit is complete, everything is paid for in full.   
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Mr. Alvarez said that MDAD had never taken issue because they charge him interest and 
late fees and NAS always pays them. He stated that was the point of doing the 
independent audit. Mr. Alvarez then reiterated that NAS’ opportunity fees needed to be 
paid in full prior to the start of the new lease agreement with MDAD.  
 
In August 2023, the OIG conducted a follow-up email interview with the MDAD Controller 
regarding NAS’s explanation of its use of cash basis accounting. The Controller 
responded that MDAD was unaware that NAS was reporting on a cash basis.  MDAD 
does not audit the books and records of permittees or tenants.  Unless the audit report 
brings the issue to MDAD’s attention, it remains unaware.  The controller did state that 
once she receives the final OIG report, she will raise the issue with NAS via formal letter 
reminding the company of the contract terms.   
 
The OIG notes that the NAS 2018 Audit Report submitted to MDAD included the 
observation that NAS was reporting on a cash basis. Figure 1 below contains the 
observation from the Audit Report.  

 
Figure 1: 2018 NAS Audit, page 6  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The 2019 and 2020 audits included similar observations.  NAS has failed to submit yearly 
independent audits to MDAD for the years 2021 and 2022.  In March 2023, MDAD issued 
a demand letter to NAS, yet the audits have still not been submitted.   According to MDAD 
Finance the 2023 audit is now also due.   
 
 
 
 

Observation 2018-1  

National Airport Services, Inc. is required to submit a monthly report of gross revenues 

to the Miami-Dade Aviation Department. This monthly report contains the computation 

of total fees due for the month. The fee payment is then due on the tenth day of the 

month following the month in which the gross revenues were received or accrued. 

During our audit procedures, we noted the monthly gross revenue reports submitted 

during the year ended July 31, 2018, were calculated on the cash basis. The report 

should have been prepared on the accrual basis in accordance with the agreement. This 

caused underreporting of revenue on a monthly basis and therefore an additional amount 

due to Miami-Dade Aviation Department of $28,805, including estimated late fees of 

$1,916 through July 31, 2018. Additional interest may have continued to accrue on this 

balance through the date this report was available to be issued. 
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Based on the foregoing, the OIG determined that this allegation against NAS is 
substantiated.  The OIG presented the facts to the SAO for possible prosecution.   
 

C. State Attorney’s Office Analysis of NAS’s Intent to Defraud 
 

The underpayment of opportunity fees by NAS was originally referred to the SAO for 
criminal investigation.  After reviewing the evidence derived by the OIG and SAO, the 
SAO investigation was closed without the filing of criminal charges.  As documented in 
the SAO close-out memo, there is insufficient evidence to prove beyond a reasonable 
doubt that a crime was committed by NAS, despite NAS habitually underreporting its 
gross revenues to MDAD. 
 
The SAO close out memo cites the misapplication of “Gross Revenue” Definition: 
 

It appears that instead of reporting pursuant to the broad definition of 

gross revenues, i.e., all monies paid or payable, NAS was only reporting 

monies paid or received from its customers. These collected funds could 

be days, weeks or months after the actual sale or rendering of service. 

This is a direct violation of the lease agreement. 

 
The SAO memo concludes by noting:  
 

The investigation revealed that NAS’s underreporting of gross revenues 
and failure to pay required fees at the time they were due was ongoing 
for at least 3 years. In each case, required annual audits have revealed 
the underreporting. In response to the audits, NAS paid the fees 
applicable to the underreported gross revenues, and additionally paid 
accrued interest assessed by MDAD on the outstanding balances. It 
should be noted that while the lease agreement contemplates 
occasional underreporting and provides for accrued interest on these 
outstanding balances, the underreporting here is different. In this case, 
NAS participated in a systematic ongoing course of conduct over the 
years. Further, the amounts unreported are material, in some cases 
close to 30% of annual gross revenue. Those material underreported 
opportunity fee amounts resulted in additional payments to MDAD of 
$28,805, $29,818, and $65,564, respectively.  
 
Given that the annual audits are supplied to MDAD, MDAD was aware 
that NAS was underreporting income. The investigation did not uncover 
evidence of NAS attempting to hide the underreporting. 
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Based upon the above facts, the State cannot prove beyond a 
reasonable doubt that NAS had an intent to steal at the time of the 
monthly takings.  This investigation is closed. 
 

As noted in the SAO’s Close Out Memo, it cannot be proved beyond a reasonable doubt 
that NAS’s habitual underpayment of opportunity fees was committed with an intent to 
steal or defraud the County. 
 
VII. ISSUANCE OF DRAFT REPORT FOR REVIEW AND COMMENT  
 
This report, as a draft, was provided to MDAD and NAS, through its attorney, Lowell 
Kuvin, Esq., for their review and submission of discretionary written responses.   We did 
not receive a response from NAS.   
 
The OIG received a response from MDAD, a copy of which is attached to this report as 
Appendix A. MDAD concurred with the OIG’s recommendations.  The OIG is pleased with 
MDAD’s concurrence and proposed actions going forward. Our specific comments related 
to MDAD’s response are noted below each recommendation.  
 
VIII. CONCLUSION AND RECOMMENDATIONS  
 
The anonymous complainant’s allegation that NAS underreported its gross revenues is 
substantiated.  Relating to the performance of unauthorized services, MDAD has and 
continues to monitor, and if necessary, issue citations, specifically fueling citations.  
Although the investigation focused on the underreporting of gross revenues, in reviewing 
the citations issued by MDAD, the OIG found that NAS has long-overdue unpaid citations.  
  
Regarding NAS’s underreporting of gross revenues, NAS has done so knowingly and 
consistently.  The MDAD lease agreement is very clear as to the broad definition of gross 
revenues.  Revenues are to be reported when services are rendered, and revenue is 
accrued.  However, NAS’s owner stated that due to financial reasons, NAS reports 
revenues on a cash basis only, i.e., when the revenue is paid by the NAS customer.   
 
Instead of taking steps to address this issue through the years, it appears that both NAS 
and MDAD used the internal audit mechanism to determine and reconcile any shortfalls 
in reported gross revenues at year-end. NAS then paid any outstanding opportunity fee 
balances, plus interest, and penalties. This practice subjects MDAD to unnecessary risk 
of non-payment of past due opportunity fees. The risk is exacerbated by NAS’s failure to 
timely provide the contractually mandated yearly audits, which at present are three years 
in arrears (2021, 2022, and 2023).  
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Acquiescing to a company habitually underreporting its revenues, only to reconcile at 
year’s end with added interest and penalties, is tantamount to extending unsecured credit. 
As a further concern, NAS’s footprint at MIA has expanded with the latest ten-year lease 
agreement signed in late 2022. MDAD risks a proportional increase in delayed payments, 
interest, and penalties, therefore, the OIG makes the following recommendations:    
 
Recommendation 1: MDAD should review its procedures to ensure that MDAD’s 
Properties and Finance sections specifically communicate to ensure that lessees do not 
have outstanding audit reports or a history of gross revenue underreporting that should 
be considered prior to extending or renewing lease agreements. 
 
OIG Comments to MDAD’s Response:  MDAD in its response concurred with the 
recommendation and committed to enhanced communications between the Finance 
Division and the Real Estate Management Division; to notifying Property Managers 
immediately of tenants with outstanding independent audit reports; and to encouraging 
eviction proceedings if not remedied within 60 days.   
 
MDAD also indicated it will notify NAS to discontinue its practice of reporting revenue on 
a cash basis and require NAS to resubmit revised monthly gross revenue reports for the 
period of August 2020 to December 2023. MDAD will bill any fees due with interest and 
request that the County’s Audit and Management Services Department do a follow-up 
audit of NAS.  
 
The OIG concurs with this action and requests that MDAD advise the OIG of the revised 
filings and any monies collected from NAS as a result.  
 
Recommendation 2: MDAD should review its procedures regarding tenants who 
habitually underreport gross revenues to determine if any new procedures, enhanced 
penalties, and training might be implemented to minimize the occurrence and the risk to 
MDAD or MDAD should exercise its rights under the contracts to terminate the 
agreements.  
 
OIG Comments to MDAD’s Response: MDAD concurred with the recommendation, and 
advised of its procedures, which require monitoring and reminders to tenants with 
outstanding balances.  To the extent that MDAD’s response indicates that its current 
procedures are adequate, the OIG recommends that additional training be conducted of 
Accounts Receivable Section employees and Property Managers to ensure that staff are 
reminded and up to date on the most current procedures.   
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Recommendation 3: Generally, MDAD should periodically review outstanding fines 
relating to citations issued to all lessees and take action to recover the fines and penalties 
due, particularly before a new lease agreement is executed. Specifically, as to NAS, 
MDAD should review the unpaid citations issued to NAS and recover the fines and 
penalties due. 
 
OIG Comments to MDAD’s Response: MDAD also concurred with this recommendation 
and stated it would notify the Clerk of Courts to revisit the outstanding citations.  The OIG 
understands that the collection of citations is handled by the Clerk of Courts and that 
MDAD’s ability to assist in those efforts is limited.  The OIG recommends that periodic 
reminders be sent to the Clerk of Courts to ensure collection.  Also, as noted in the OIG’s 
recommendation, prior to the execution of a new lease, MDAD should ensure fines and 
penalties have been paid.   
 

******* 
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