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Executive Summary 
 

The OIG was asked to review the contract between the City and the Balloon Fiesta that details 
responsibilities of each party to the other. The purpose was to review the contract deliverables 
and reporting requirements to ensure they were in compliance.  The Balloon Fiesta is not a City 
function although the City provides Police, Fire, Solid Waste, Parks and Recreation and other 
services for the event.   
 
The OIG review focused on the compliance with terms of the contract. The methodology 
consisted of reviewing relevant documents and interviewing witnesses that could provide 
information regarding compliance with contract terms. The following activities were conducted 
as part of the review process:  
 

 Review of pertinent documents as they relate to the history of the Balloon Fiesta 
contracts and relationship with the City of Albuquerque; 

 
 Interviews of relevant staff members and Balloon Fiesta interested parties;  

 
 Review of relevant City Ordinances, SOP’s and COA’s policies and procedures; 

 
 Review of previous investigative reports relating to the Balloon Fiesta; and 
 
 Review of the organizations relating to the Balloon Fiesta, Museum and Foundation.  

 
After a review of the contract, it is evident that it was agreed upon by the parties that the COA 
provide services such as police and fire, among others.  The expenses, as per the license, that are 
at the sole cost of the AIBF, such as the services provided by the Solid Waste Department, were 
reviewed and demonstrated that they were paid in full and in a timely manner.   
 
It is the suggestion of the OIG that the COA reviews expenditures on a city-wide basis and utilize  
this information in negotiating any future contracts or licenses.   
 
Lastly, the OIG recommends that the COA designates a staff member/position that serves as the  
liaison between the AIBF and the COA.  This person will act as a repository for all contract  
related requirements and can ensure and log all approvals and submissions, annually, to ensure  
that these are completed and routed to the appropriate departments.    
 
The contract with the Balloon Fiesta states in Section 28. Termination for Convenience: Either  
Party may terminate this Agreement, without cause, at any time by giving at least Three Hundred 
(300) days’ notice in writing to the other, except that if the proposed date of termination falls 
during the Fiesta, that being between the Tuesday after Labor Day and October 31, then the 
Agreement shall terminate as of November 1.  It is the recommendation that the contract be 
reviewed thoroughly and departments be consulted with, to determine additional costs incurred by 
the COA and possible renegotiated for reimbursement.    
   

 
 

DocuSign Envelope ID: 237DBB67-EB76-4735-98F3-BEFFF6A4A3D6



pg. 3 
 

Abbreviations 
 

 
COA – City of Albuquerque 
IG – Inspector General  
OIG – Office of the Inspector General  
AIBF – Albuquerque International Balloon Fiesta, Inc. 
 

 
 

Background, Document Review, and Interviews 
 
 

Document Review 
History of the Balloon Fiesta 
Albuquerque International Balloon Fiesta website 
 
From a small gathering of thirteen (13) balloons in 1972, the Albuquerque International Balloon 
Fiesta has grown to become the largest balloon event in the world. Held each year during the 
first week in October, the Balloon Fiesta now features about 600 balloons and 700 pilots. The 
first gathering of 13 balloons in 1972 was held in the parking lot of Coronado Center Mall in 
Albuquerque. The following year, thirteen (13) countries took part in the "First World Hot Air 
Balloon Championship", the world's largest ballooning event, held at the New Mexico State 
Fairgrounds. By 1978 Albuquerque was playing host to 273 entries. The number of balloons 
steadily increased, with 600 in 1988 and 903 balloons in 1999. The organizers of the Balloon 
Fiesta registered more than 1000 balloons in the year 2000. Due to shrinking landing site 
availability, the number of hot air balloons is now limited.  
 
In 1972 there were about 10,000 guests that viewed the first Balloon Fiesta. Hundreds of 
thousands of guests visit Balloon Fiesta each year, and hundreds of thousands more fans watch 
the balloons from outlying areas and on TV. New in 2017, fans around the world can now 
watch the event online via Balloon Fiesta Live!, a professionally-produced live stream, with 
expert commentary, of all the flying events.  
 
To accommodate the increases in balloons and guests, the Balloon Fiesta’s home field has 
grown from a corner in a mall parking lot, to its present home, a permanent site which is more 
than 350 acres, at the Balloon Fiesta Park. 
 
 
Document Review and Summary 
License Agreement between the City of Albuquerque (COA) and the Albuquerque International 
Balloon Fiesta, Inc. (AIBF). 
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The OIG reviewed the contract terms pertaining to revenue associated with the Fiesta.  A review 
of the License Agreement, dated January 7, 2013 and valid through October 31, 2027, stated, in 
part, the following: 
 

• AIBF shall pay to the City for the Term an annual License Fee. The License Fee shall be 
a partial setoff for the annual expenditures of the City in support of the Fiesta and for 
AIBF’s exclusive use of the Complex.  This License Fee is for all uses by AIBF during 
the Fiesta, including the Los Angeles Landfill site, and a portion of the parking at the 
Balloon Museum. 
 

• The annual License fee shall be in the amount of $100,000 and shall be payable in cash 
or as a set-off against the AIBF’s Credit Balance.  If elected by the AIBF, the amount of 
$100,000 shall be credited annually by the City against an AIBF Credit Balance that is 
agreed to be $1,500,000.00 which started at the execution of this License Agreement.   
 

• The AIBF may, within 60 days of the last day of the Fiesta, meet with the City’s 
representative, and the parties shall agree on what the AIBF’s amount of annual 
expenditures shall be a credit to AIBF against possible future License Fees due the City 
in a renewal of this Agreement.   
 

• During Fiesta Events and Ballooning Events, AIBF will, at the sole cost and expense of 
AIBF provide for solid waste disposal by the City’s Solid Waste Management 
department, and for potable, i.e. not irrigation water, water, electricity, gas, sanitary 
sewage, and telephone services required by AIBF to reasonably conduct the Fiesta,  
During the Fiesta, AIBF, or its designee, shall have access to and use of the liquid waste 
disposal facilities located at the southwest corner of the Specialty Golf Area.   
 

• The City agrees to provide in-kind services to support the Fiesta for balloon events, up 
to but not to exceed annually 9 days (14 events).  These in-kind services shall be limited 
to activities that the City can provide in the conduct of ordinary business.  These 
services shall include, traffic control to and from the Balloon Fiesta park; fire protection 
and rescue services; dust control.  The City shall provide other services to AIBF that 
cannot reasonably be obtained from private contractors and that these services be 
provided in a marginal cost recovery basis.  Such services may be provided by the 
following City Departments:  Fire, Police, Cultural Services, Environmental Health, 
Planning, Municipal Development, and Parks and Recreation.  The City shall be 
recognized as an official sponsor of the Albuquerque International Balloon Fiesta. 
 

A full copy of the referenced contract is attached as Exhibit One.  
 

 
Interview 
President, Board of Directors 
Executive Director, General Counsel  
Albuquerque International Balloon Fiesta 
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On August 19, 2020 a meeting was held with the Albuquerque International Balloon Fiesta 
(AIBF) to discuss the current License Agreement between the COA and the AIBF.   
 
The President and Executive Director stated that often times the various entities involved get 
convoluted due to the use of the name ‘International Balloon Fiesta’.  The OIG conducted a 
review to outline the various entities involved: 
 
Albuquerque International Balloon Fiesta, Inc:  a New Mexico non-profit organization which 
coordinates, finances and implements the annual Albuquerque International balloon Fiesta and 
other ballooning events. 
 
Balloon Fiesta Park:  real estate complex which is utilized for public park purposes, including 
without limitation, hot air and gas ballooning, outdoor sport and recreational events and 
museum sites.  Certain portions of the Complex have been leased to others or have been 
reserved by the COA for the installation of improvements or structures, including, without 
limitation, museums, for the operation and maintenance by the COA.  However, no construction 
will be allowed that materially impeded balloon launches from, or landing on, the Complex or 
the free light of balloons during the Fiesta event.   
 
Anderson-Abruzzo International Balloon Museum Foundation:  The Anderson-Abruzzo 
International Balloon Museum Foundation is a 501(c)(3), non-profit organization. The 
Anderson-Abruzzo Albuquerque International Balloon Museum is a collaborative project of the 
Anderson-Abruzzo International Balloon Museum Foundation and the City of Albuquerque, 
Cultural Services Division. Additional information about the Museum, membership and 
sponsorship opportunities may be obtained by calling the foundation office. Please see 
contact information below.  The Mission of the Anderson-Abruzzo International Balloon 
Museum Foundation is to raise funds, foster public recognition and promote and build 
membership for the Albuquerque International Balloon Museum. 
 
Anderson-Abruzzo International Balloon Museum:  Named in honor of Albuquerque's 
pioneering aeronauts Maxie Anderson and Ben Abruzzo, the museum opened in 2005 and has 
since welcomed over one million visitors from across New Mexico, the United States, and 
around the world. The mission of the museum is to inspire a spirit of exploration, discovery, and 
achievement through experiences that engage our visitors in the history, science, sport, and art 
of ballooning and other innovative forms of flight. 

The President and Executive Director stated that in regards to the license provision which states, 
the AIBF may, within 60 days of the last day of the Fiesta, meet with the City’s representative, 
and the parties shall agree on what the AIBF’s amount of annual expenditures shall be a credit 
to AIBF against possible future License Fees due the City in a renewal of this Agreement, that 
these were submitted in 2016/2017 but not yet for 2018/2019. 
 
The President and Executive Director stated that the COA staff and the AIBF overall work well 
together in terms of the space and the calendar.  The COA shares their calendar of events 
regularly and often is assisted by the AIBF with lighting, various electrical hookups or other 
needs.  They view this as a partnership for the park.   
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The President and Executive Director provided the OIG with the last three years of financial 
statements and audits conducted, as per the agreement by an outside firm, for the AIBF 
(attached hereto as Exhibits Two, Three and Four). 
 
It was stated that the AIBF often deals with multiple COA staff and Departments, due to the 
various license provisions.  Through the terms of the license agreement, there has been 
numerous departmental changes with the COA and when questioned about the completion of 
various provisions, the President and Executive Director stated that while these were all 
completed, in some instances they did not receive a reply so they are unsure if they are 
approved or received by the correct persons.   
 
 
Director 
Solid Waste Department (SWD) 
City of Albuquerque  
 
In the license agreement, expenses related to Solid Waste are listed to be at the sole cost and 
responsibility of the AIBF.  The OIG asked the SWD for the past five (5) years of invoices for 
services submitted to the Balloon Fiesta for reimbursement which demonstrated the following 
amounts: 
 

• 2015 – $ 44,399.95 
• 2016 – $ 51,080.68 
• 2017 – $ 57,685.66 
• 2018 – $ 55,699.10 
• 2019 – $ 58,656.96 

 
Each packet received by the OIG on August 13, 2020 included documentation for the total 
billing, commercial adjustment, tax, and event oversight fee from the Oracle system.  In 
addition, attached were spreadsheets on each trash dump, special events services contracts, and 
front loader and roll-off tickets from each driver.   
 
The Director stated that each invoice has been paid promptly after being submitted for each 
event.   
 
 
Document Review and Research 
National Council of Nonprofits and IRS  
 
The term “nonprofit” means different things to many different people. It’s a commonly used 
word without a common understanding between writer and reader. People often use the words 
“nonprofit” and “tax exempt” interchangeably. Congress has created almost three dozen types 
of tax-exempt organizations in different sections of the tax code. These include Section 
501(c)(4) (social welfare organizations, homeowners associations, and volunteer fire 
companies), Section 501(c)(5) (includes labor unions), Section 501(c)(6) (includes chambers of 
commerce), and Section 501(k) (child care organizations). Each section identifies certain 
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conditions that must be met to be exempt from paying federal income taxes. The one common 
condition is not paying out profits (“no part of the organization’s net earnings can inure to the 
benefit of any private shareholder or individual”); hence the term, “nonprofit.” Section 
501(c)(3) of the tax code refers to “public charities” (also known as charitable nonprofits) and 
“private foundations.” The tax code considers “churches and religious organizations” (which the 
IRS defines to include mosques, synagogues, temples, and other houses of worship) to be 
"public charities.” 
 
The term "nonprofit" is a bit of a misnomer. Nonprofits can make a profit (and should try to 
have some level of positive revenue to build a reserve fund to ensure sustainability.) The key 
difference between nonprofits and for-profits is that a nonprofit organization cannot distribute 
its profits to any private individual (although nonprofits may pay reasonable compensation to 
those providing services). This prohibition against “private benefit” is because tax-exempt 
charitable nonprofits are formed to benefit the public, not private interests. 
 
 
Document Review 
AIBF Financial Statements 
 
Each year, as required by the License Agreement, the AIBF is audited by an independent 
consultant (the past three years are attached hereto as Exhibits Two, Three and Four).  In the 
opinion of the consultant, the financial statements referred to in each report present fairly, in all 
material respects, the financial position of AIBF and the changes in its net assets and cash flows 
for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 
 
 
Document Review 
AIBF Financial Audits 
 
A review of and summary of AIBF salaries and benefits was conducted.  The following is a 
breakdown taken from the provided annual audits and tax documents provided: 
 

2018, Form 990 
Part I, Summary 
 
No. 15: Salaries, other compensation, employee benefits       
$   1, 324,159 
 
Part IX, Schedule of Functional Expenses 
 
No. 5: Compensation of current officers, directors, trustees and key employees     
$    207,960 
No. 7: Other salaries and wages         
$ 1,120,739 
No. 9: Other employee benefits         
$       65,913 
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No. 10: Payroll Taxes          
$      128,221 
 
 
Part VII, Compensation of Officers, Directors, Trustees, Key Employees, Highest Compensated 
Employees, and Independent Contractors  
 
Executive Director         
$    173,965 
 
Sponsorship Coordinator        
$    112,898 
 
Merchandise Manager        
$    103,974 
 
 
Part II, Officers, Directors, Trustees, Key Employees, Highest Compensated Employees 
 
Executive Director 
 Base Compensation         
$     156,465 
 Bonus & Incentive Compensation       
$       17,500 
 Retirement and other deferred compensation      
$         7,262 
 Nontaxable benefits         
$       26,732 
 

2014, Form 990 
 

Part I, Summary 
No. 15: Salaries, other compensation, employee benefits       
$    603,391 
 
 
Part IX, Schedule of Functional Expenses 
 
No. 5: Compensation of current officers, directors, trustees and key employees     
$    157,641 
No. 7: Other salaries and wages         
$    298,582 
No. 9: Other employee benefits         
$      48,280 
No. 10: Payroll Taxes          
$      92,572 
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Part VII, Compensation of Officers, Directors, Trustees, Key Employees, Highest Compensated 
Employees, and Independent Contractors  
 
Executive Director         
$    149,667 
 
 
Part II, Officers, Directors, Trustees, Key Employees, Highest Compensated Employees 
 
Executive Director 
 Base Compensation         
$     134,667 
 Bonus & Incentive Compensation       
$       15,000 
 Retirement and other deferred compensation      
$         5,579 
 Nontaxable benefits         
$         2,395 
 

2010, Form 990 
 

Part I, Summary 
 
No. 15: Salaries, other compensation, employee benefits       
$    552,095 
 
 
Part IX, Schedule of Functional Expenses 
 
No. 5: Compensation of current officers, directors, trustees and key employees     
$    155,641 
No. 7: Other salaries and wages         
$    349,303 
No. 9: Other employee benefits         
$     28,788 
No. 10: Payroll Taxes          
$     49,839 
 
 
Part VII, Compensation of Officers, Directors, Trustees, Key Employees, Highest Compensated 
Employees, and Independent Contractors  
Executive Director         
$    142,200 
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Part II, Officers, Directors, Trustees, Key Employees, Highest Compensated Employees 
 
Executive Director 
 Base Compensation         
$     142,200 
 Bonus & Incentive Compensation       
$                 0 
 Retirement and other deferred compensation      
$        13,441 
 Nontaxable benefits         
$                  0 
 
 
 
 
 

Summary and Results 
 
After a review of the contract, it is evident that it was agreed upon by the parties that the COA 
provide services such as police and fire, among others.  The expenses, as per the license, that are 
at the sole cost of the AIBF, such as the services provided by the Solid Waste Department, were 
reviewed and demonstrated that they were paid in full and in a timely manner.   
 
A randomly selected review of additional services illustrates that the COA does incur costs 
relating to services and overtime for the events of Fiesta week.  The OIG asked other 
departments, to include Parks, Department of Municipal Development and APD for 
documentation on the amount of time, resources and funds they have spent on past years 
Balloon Fiestas.  Each Department is not/has not been required to maintain documentation or 
logs of hours and dollars spent for and during the annual Balloon Fiesta, therefore it took some 
time for this to be provided.  A breakdown is as follows: 
     

Department-Cost Item 2019 2018 2017 Notes 
Parks & Recreation Department 
CIP $ 364,817.00 $ 106,394.00 $ 129,203.00 Capital 
Water (September & October) $ 41,911.00 $ 16,371.00 $ 2,209.00 Operating 
Electric (September & October) $ 21,126.00 $ 21,338.00 $ 21,296.00 Operating 
Gas (September & October) $ 278.00 $ 374.00 $ 288.00 Operating 
Recreation Div Salaries - full and part time employees $ 86,709.07 $ 74,311.12 $ 51,974.48 Operating 
Recreation Division-Repairs and Maintenance (note 1) $ 188,290.00 $ 46,630.00 $ 30,111.43 Operating 
Note 1 - In 2019, P&R did not have an electrician  
or plumber during event 

    

Total Park & Recreation (including capital) $ 703,131.07 $ 265,418.12 $ 235,081.91  
 

Other Departments 
Aviation   $ 15,976.00 Operating 
APD-Regular Salaries & OT (note 2) $ 382,535.00 $ 543,245.00 $ 586,654.00 Operating 
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AFR-Regular Salaries & OT (note 2) $ 15,947.04 $ 76,992.00 $ 100,162.00 Operating 

Note 2 - In 2019, APD and AFR made 
 changes to reduce labor costs 

   Operating 

Cultural Services-Regular Salaries $ - $ - $ 23,081.00 Operating 
Volunteer hours   $ 64,848.90 Operating 

DFA-311 $ 3,614.49  $ 4,817.84 Operating 
DMD-Streets, Storm Maintenance $ 291,240.28 $ 348,177.49 $ 199,656.00 Operating 

Unpaid hours contributed   $ 4,150.00 Operating 
EHD-Los Angeles Landfill & RV Parking $ 41,047.87 $ 135,517.00 $ 45,317.00 Operating 
DMD-Security $ 79,404.13   Operating 
Office of Emergency Management   $ 21,550.00 Operating 

Volunteer hours $ 20,850.00 $ 6,952.32 $ 55,190.44 Operating 
Solid Waste $ 58,657.00 $ 55,689.00 $ 57,686.00 Operating 

Total-Other Departments $ 893,295.81 $ 1,166,572.81 $ 1,179,089.18  
Total – Capital $         364,817.00 $           106,394.00 $             129,203.00  
Total – Operating $      1,231,609.88 $         1,325,596.93 $         1,284.968.09  
GRAND TOTAL $      1,596,426.88 $         1,431,990.93 $         1,414,171.09  

 
          
It is the suggestion of the OIG that the COA reviews expenditures on a city-wide basis and 
utilize this information in negotiating any future contracts or licenses.          
 
Lastly, the OIG recommends that the COA designates a staff member/position that serves as 
the liaison between the AIBF and the COA.  This person will act as a repository for all 
contract related requirements and can ensure and log all approvals and submissions, annually, 
to ensure that these are completed and routed to the appropriate departments.    
 
The contract with the Balloon Fiesta states in Section 28. Termination for Convenience: 
Either Party may terminate this Agreement, without cause, at any time by giving at least 
Three Hundred (300) days’ notice in writing to the other, except that if the proposed date of 
termination falls during the Fiesta, that being between the Tuesday after Labor Day and 
October 31, then the Agreement shall terminate as of November 1.  It is the recommendation 
that the contract be reviewed thoroughly and departments be consulted with, to determine 
additional costs incurred by the COA and possible renegotiated for reimbursement.   As per 
the deadline in the contract this would need to be completed by January 3, 2021 to allow for 
contract termination or changes.    
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