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EXECUTIVE SUMMARY

On April 26, 1999, the Department of Parks and Recreation (Parks) entered
into an eight-year license agreement with Staten Iand Hockey, Inc. (Staten ISland
Hockey), to renovate, operate, and maintain an outdoor recreation facility consisting
of aregulation-size hockey rink, a miniature golf course, afood concession, a go-
cart track, and batting cages at Schmidts Lane and Manor Road, in Staten Idand.

Staten Idand Hockey is required to pay the City the greater of either: a
minimum annual fee of $85,000 for the first and second years of the license, or 15
percent of gross receipts; a minimum annual fee of $100,000 for the third and fourth
years, or 16 percent of gross receipts, a minimum annual fee of $110,000 for the
fifth and sixth years, or 17 percent of gross receipts; and a minimum annual fee of
$120,000 for the seventh and eighth year, or 15 percent of gross receipts. For its
second operating year, May 1, 2001, to April 30, 2002, Staten Idand Hockey
reported gross receipts of $191,000 and paid the City the minimum annual fee of
$85,000.

In addition, Staten Idand Hockey was required by the license agreement to
expend a minimum of $438,119 on capital improvements. The agreement required
that Staten Idand Hockey construct a regulation-size hockey rink, upgrade and
repair the miniature golf course, purchase and install new equipment for the batting
cages, pave the hockey parking area, expand and renovate the food concession stand,
make general repairs to the facility, and construct a state-of-the-art two-lane go-cart
track.

The license agreement al so requires that Staten Iland Hockey maintain the
required amount of insurance coverage; submit monthly gross receipt reports and an
annual income and expense report to Parks; remit a $30,000 security deposit to the
City; and pay al utility costs, including charges for water and sewer use.

The audit’ s objectives were to determine whether Staten 1sland Hockey
properly reported its total gross receipts, accurately calculated license fees due the
City, and paid these fees on atimely basis; and complied with certain other
provisions and requirements of its license agreement.



To conduct our audit, we requested specific data and detailed
documentation to verify whether Staten Island Hockey reported all revenue and
paid the City the appropriate fees. These requests included, but were not limited
to, the underlying documentation to support the amounts recorded on the Gross
Receipts Statements submitted to Parks for 2001. Staten Island Hockey failed to
provide al the following critical documents for the entire operating year, from
May 2001 to April 2002: Hockey league contracts, schedules, rosters, invoices,
daily sales and receipts records, daily dated cash register receipts, sales books,
and bank deposit receipts to support the revenue recorded on its monthly bank
statements.

Our audit found that Staten Island Hockey paid its minimum license fees
and its design review fee, remitted the required security deposit to the City, and
paid its utility bills in accordance with its license agreement. As part of the
improvements completed, Staten Island Hockey built a regulation-size hockey
rink, constructed a rain shelter over the rink, upgraded the batting cages and
miniature golf course area, and renovated the concession stand.

However, Staten Island Hockey breached the license agreement because it
does not keep complete and accurate books of account and other records. Without
such records, we were unable to track the actual amount of revenues collected or
to verify whether Staten Island Hockey reported all of its gross revenues to Parks.
Because of the lack of records, we observed the operation of the facility for a
seven-day period in April and May 2002. During the seven-day observation
period, Staten Island Hockey collected $8,379 from the batting cages, miniature
golf course, the concession stand, and Snapple vending sales. Even though it
rained steadily on three of our observation days, this amount far exceeded the
$4,672 in gross receipts reported by Staten Island Hockey for the entire month of
April 2001.

Based on our review of available records, our observations, and records
obtained from vendors, we conservatively calculated that Staten Island Hockey
should have reported gross receipts of at least $424,754—55 percent more than
was actually reported. However, Staten Island Hockey generates revenue from
other sources—hockey rink rentals, private parties, special events, the soda
fountain, aswell as additional revenues from sublicensees (T& C Sports World
and The Sports Section)—which were not included in our estimate because no
documentation of these amounts was available.

We could not determine whether Staten Island Hockey would have
exceeded the minimum that required it to pay percentage-based fees to the City,
since it failed to maintain the required documentation and had no records
indicating the amounts collected from other sources. However, since our estimate
of underreported gross receipts did not exceed the threshold at which percentage
fees would be due the City, we do not include a percentage fee assessment in this

report.
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In addition, Staten Iand Hockey did not use a point of sale cash register
system, did not deposit cash receipts in atimely manner, and co-mingled funds
with the Staten Island Hockey President’s other business.

Moreover, Staten Island Hockey, despite receiving a “ Certificate of
Completion” for its required capital improvements from Parks, did not construct a
two-lane go-cart track or pave the hockey parking lot, as specified in the license
agreement. Also, Staten Island Hockey did not maintain the proper amounts of
insurance required by the license agreement.

Consequently, we recommend that Parks terminate its agreement with
Staten 1sland Hockey because Staten 1sland Hockey seriously breached its license
agreement. Should Parks decide not to terminate its agreement with Staten Island
Hockey, it should require that Staten Island Hockey:

Install a point-of-sale system and ensure that al sales and hockey
fees are processed through this system and are properly recorded
on its books and records,

Report all revenues generated at the facility on its monthly Gross
Receipts Statements to Parks, including all revenue from the
hockey leagues, miniature golf, batting cages, and the snack bar;
and pay al required fees due the City.

Maintain for six years all documents supporting the reported
grossreceipts. This documentation should include, but not be
limited to: pre-numbered batting cage and hockey rink rental
receipts; daily dated cash register receipts; and bank deposit dips;

Comply with the capital improvements specified in the license
agreement, which include constructing a two-lane go-cart track
and paving the parking lot adjacent to the hockey rink.

Maintain the proper amounts and types of insurance coverage.
Also, Parks should:

In the future, before issuing a Certificate of Completion of

Capital Commitment, more carefully verify that al the required

work was, in fact, completed. If capital improvement

modifications are necessary, then the agreement should be
modified to reflect such changes.
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Discusson of Audit Results

The matters covered in this report were discussed with officials of Staten
Island Hockey and Parks during and at the conclusion of this audit. A preliminary
draft report was sent to representatives of Staten 1sland Hockey and Parks
officials and discussed at an exit conference held on June 5, 2002. On June 6,
2002, we submitted a draft report to Staten Island Hockey and Parks with a
request for comments. Written responses were received from Staten Island
Hockey on June 18, 2002, and from Parks on June 19, 2002.

Staten Island Hockey’ s accountant, who responded on behalf of Staten
Island Hockey Inc., disagreed with the audit’ s estimate of underreported gross
receipts, but generally agreed with the audit’s findings and recommendations. To
address the deficiencies noted in the report, Staten 1sland Hockey stated that it
would count and record golf and batting tokens on a daily basis, will maintain
documents relating to gross receipts throughout the license period, will adhere to
the capital improvement requirements in the license, and has updated its insurance
policies in compliance with the requirements of the license.

In its response, Parks stated that it has issued a Notice To Cure on June 18,
2002, to Staten Island Hockey’ s President requiring that Staten Island Hockey
correct the deficiencies cited in the audit report and comply with the audit’s
recommendations. Parks also agreed with the audit’ s position that Staten Island
Hockey did not complete al the capital improvements required by the license
agreement.

The full texts of the responses received from Staten Island Hockey and
Parks officials are included as addenda to this report.
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INTRODUCTION

Backaground

On April 26, 1999, the Department of Parks and Recreation (Parks) entered into an eight-
year license agreement (April 23, 2000, to April 22, 2008) with Staten Iland Hockey, Inc. (Staten
Idand Hockey), to renovate, operate, and maintain an outdoor recreation facility consisting of a
regulation-size hockey rink, a miniature golf course, a food concession, a go-cart track, and batting
cages a Schmidts Lane and Manor Road, in Staten Idand. Staten Idland Hockey is required to pay
the City the greater of either: a minimum annua fee of $85,000 for the first and second years of the
license, or 15 percent of gross receipts; a minimum annua fee of $100,000 for the third and fourth
years, or 16 percent of gross receipts, a minimum annua fee of $110,000 for the fifth and sixth
years, or 17 percent of gross receipts; and a minimum annua fee of $120,000 for the seventh and
eighth year, or 15 percent of gross receipts. The minimum fees for each year's operations are
payable to the City on or before the first day of each month from May through April. Any
additional amounts resulting from the applicable percentage of gross receipts become due and
payable 30 days after the end of each operating year.

The license agreement defines gross receipts as all funds received by the licensee, without
deduction or offset of any kind, from the sale of food and beverages, wares, merchandise, or related
services. For its second operating year, May 1, 2001, to April 30, 2002, Staten Idand Hockey
reported gross receipts of $191,000 and paid the City the minimum annual fee of $85,000.

In addition, Staten Idand Hockey was required by the license agreement to expend a
minimum of $438,119 on capital improvements, which were to be completed in two phases. The
first phase, which was to be completed by September 23, 1999, required that Staten Iland Hockey
construct a regulation-size hockey rink, upgrade and repair the miniature golf course, purchase and
install new equipment for the batting cages, pave the hockey parking area, expand and renovate the
food concession stand, and make generd repairs to the facility. The second phase, which was to be
completed by November 23, 1999, required that Staten 1land Hockey construct a state-of-the-art
two-lane go-cart track.

The license agreement aso requires that Staten Idand Hockey maintain the proper levels of
fire, property, and comprehensive insurance coverage, naming the City as an insured party; submit



monthly gross receipt reports and annual income and expense reports to Parks; remit a $30,000
security deposit to the City; and pay dl utility costs, including charges for water and sewer use.

Objectives
Our audit objectives were to determine whether Staten Idand Hockey:

properly reported its total gross receipts, accurately calculated license fees due the
City, and paid these fees on atimely basis; and

complied with certain other provisons and requirements of its license agreement

(i.e,, completed the required capital improvements, carried the proper amounts and
types of insurance, submitted the required reports to Parks, remitted the proper
security deposit, and paid for its utilities).

Scope and M ethodoloqy

The scope of the audit was May 1, 2001, through April 30, 2002. To achieve ar audit
objectives, we reviewed the license agreement between Parks and Staten Iand Hockey and noted
the requirements of the agreement. At Parks, we reviewed correspondence, revenue reports, Gross
Receipt Statements, license fee payments, and other relevant documents. We analyzed Parks's
Concessionaire Ledger for the amounts reported and paid the City, and verified whether those
amounts were paid on time. We aso compared revenues reported on Staten Idand Hockey's
monthly Gross Receipts Statements to its General Ledger for the period May 1, 2001, to December
31, 2001. We then traced revenues recorded in the General Ledger to deposits shown on the bank
statements.

We evaluated Staten Idand Hockey's internal controls over its revenue functions. To gain
an understanding of the organization’s daily operating procedures for the reporting and recording of
revenue, we interviewed personnel, conducted walk-throughs of the operation on February 21,
2002, and March 14, 2002, and familiarized ourselves with Staten Iand Hockey’ s record-keeping
procedures. Based on our interviews with Staten Idand Hockey officials and its accountant, and on
an examination of the available records, we determined that Staten Idand Hockey did not have
sufficient controls in place to ensure that all receipts were recorded and reported to Parks.
Consequently, we performed unannounced observations of Staten Idand Hockey's hockey,
miniature golf, batting cages, and snack bar operations on seven separate days during the period
April 13, 2002, to May 5, 2002.!

To determine whether Staten Idand Hockey properly recorded its gross receipts, we
examined revenues generated by youth and adult hockey leagues for the spring 2002 season, which
included payment receipts, team rosters, and game schedules. We requested that Staten Idland
Hockey provide origina source documentation, such as hockey team rosters and payment receipts,
for its entire operating year. However, Staten Iand Hockey provided us with this documentation

! Observations of Staten Island Hockey’s operations were conducted on April 13, 17, 19, 23, and 29, 2002,
and on May 2 and 5, 2002.
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for the spring season only, and not for the prior two seasons of the operating year. (See Scope
Limitation.)

For our test of miniature golf, batting cage, and snack bar revenue operations, we requested
that Staten Idand Hockey provide origina source documentation for the period May 1, 2001,
through April 30, 2002, such as contracts, invoices, cash register tapes, and bank deposit dips.
Staten Idand Hockey provided us with its sales book for the period March 9, 2002, through April
30, 2002 only. It did not provide any of the other documentation requested. (See Scope Limitation.)

We requested that Staten Idand Hockey officias provide records supporting its compliance
with the capital improvement requirement of the license agreement. However, Staten Idand
Hockey was unable to provide such documentation. Staten ISland Hockey did provide a list of
contractors and vendors that performed the capital improvements. We contacted the contractors and
vendors from this list and obtained copies of invoices indicating the work performed and the related
costs.

To determine the amount of soft drink sales from vending machines, we asked Staten Idand
Hockey's soft drink distributors to furnish us copies of invoices for the purchases made during the
operating year ending April 30, 2002. From these records, we calculated the number of beverages
sold and the amount of receipts that should have been reported. We then verified whether these
sales were reported as revenue on Staten Iland Hockey’ s gross receipt statements to Parks.

Finaly, we determined whether Staten Idland Hockey complied with other mgjor provisions

of its license agreement (i.e., carried the proper types and amounts of insurance, remitted the proper
security deposit, and paid utilities, etc.).

Scope Limitation

To conduct our audit of the license agreement between Staten Island Hockey and the
City, we requested specific data and detailed documentation to verify whether Staten Island
Hockey reported all revenue and paid the City the appropriate fees. These requests included, but
were not limited to, the underlying documentation to support the amounts recorded on the Gross
Receipts Statements submitted to Parks for 2001. Staten Island Hockey failed to provide al the
following critical documents for the entire operating year, from May 2001 to April 2002: Hockey
league contracts, schedules, rosters, invoices, daily sales and receipts records, daily dated cash
register receipts, sales books, and bank deposit receipts to support the revenue recorded on its
monthly bank statements.

Such alack of records violates § 4.7 of the license agreement, which states, in part:

“Licensee, during the term of this License and any renewal thereof, shall maintain
adequate systems of internal control and shall keep complete and accurate
records, books of account and data, including daily sales and receipt records,
which shall show in detail the total business transacted by Licensee and the Gross
Receipts therefrom Licensee shall maintain each year’s records, books of account
and data for aminimum of six (6) years.” [emphasis added)]
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Our audit was conducted in accordance with Generally Accepted Government Auditing
Standards (GAGAYS) and included tests of the records and other auditing procedures considered
necessary. This audit was peformed in accordance with the City Comptroller’s audit
responsibilities as set forth in Chapter 5, 8§ 93, of the New York City Charter and § 5.1-5.2 of the
license agreement.

Discusson of Audit Results

The matters covered in this report were discussed with officials of Staten I1sland Hockey
and Parks during and at the conclusion of this audit. A preliminary draft report was sent to
representatives of Staten Island Hockey and Parks officials and discussed at an exit conference
held on June 5, 2002. On June 6, 2002, we submitted a draft report to Staten Island Hockey and
Parks with a request for comments. Written responses were received from Staten Island Hockey
on June 18, 2002, and from Parks on June 19, 2002.

Staten Island Hockey’s accountant, who responded on behalf of Staten Island Hockey
Inc., disagreed with the audit’s estimate of underreported gross receipts, but generally agreed
with the audit’s findings and recommendations. To address the deficiencies noted in the report,
Staten Iland Hockey stated that it would count and record golf and batting tokens on a daily
basis, will maintain documents relating to gross receipts throughout the license period, will
adhere to the capital improvement requirements in the license, and has updated its insurance
policies in compliance with the requirements of the license.

In its response, Parks stated that it has issued a Notice To Cure on June 18, 2002, to
Staten Island Hockey’s President requiring that Staten Island Hockey correct the deficiencies
cited in the audit report and comply with the audit’s recommendations. Parks also agreed with
the audit’s position that Staten Island Hockey did not complete all the capita improvements
required by the license agreement.

The full texts of the responses received from Staten Island Hockey and Parks officials are
included as addenda to this report.

OFFICE OF THE COMPTROLLER
NEW YORK CITY

DATE FILED: June 24, 2002



FINDINGSAND RECOMMENDATIONS

Staten Idand Hockey paid its minimum license fees and its design review fee, remitted
the required security deposit to the City, obtained a Food Service Establishment Permit, and paid
its utility bills in accordance with its license agreement. As part of the improvements completed,
Staten Iland Hockey built a regulation-size hockey rink, constructed a rain shelter over the rink,
upgraded the batting cages and miniature golf course area, and renovated the concession stand.

However, Staten Island Hockey breached the license agreement because it does not keep
complete and accurate books of account and other records. In addition, Staten Island Hockey,
despite receiving a “ Certificate of Completion” for its required capital improvements from Parks,
did not construct a two-lane go-cart track or pave the hockey parking lot, as specified in the
license agreement. Moreover, Staten Island Hockey did not maintain the proper amounts of
insurance as required by the license agreement. These issues are discussed in greater detail in the
following sections of this report.

Staten |dand Hockey Breached
The License Agreement

Staten Iland Hockey did not maintain an adequate system of internal controls or keep
complete and accurate books of account and other records. 84.7(a) of the license agreement
states that Staten 1sland Hockey shall:

“maintain adequate systems of internal control and shall keep complete and accurate
records, books of account and data, including daily sales and receipts records, which shall
show in detail the total business transacted by Licensee and the Gross Recelpts therefrom.
Such books and records . . . shall be conveniently segregated from other business matters
of the Licensee and shall include, but not be limited to . . . records of daily bank deposits .
.. sales dips, daily dated cash register receipts, sales books; duplicate bank deposit slips
and bank statements.”

84.7(b) states that “Licensee shall maintain each year’s records, books of account and
data for aminimum of six years.”

Specifically, Staten Island Hockey:

Did Not Maintain_Documentation To Support Its Receipts. Staten Idand
Hockey did not provide most of the underlying documentation for the operating
year ending April 30, 2002—hockey league contracts, schedules, rosters,
invoices, daily sales and receipts records, daily dated cash register receipts, sales
books, or receipts from its bank deposits to support the revenue reported on its
monthly Gross Receipts Statements for the year ending April 30, 2002.

According to Staten Island Hockey officials, daily and weekly revenue reports were
discarded after the monthly Gross Receipt Statement was submitted to Parks.
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Without such records, we were unable to track the actual amount of revenues
collected and verify whether Staten Island Hockey reported al of its gross revenues
to Parks. Because of the lack of records, we observed the operation of the facility for
a seven-day period in April and May 2002. (Appendix | shows the results of our
observations.) During the seven-day observation period, Staten Island Hockey
collected $8,379 from the batting cages, miniature golf course, the concession stand,
and Snapple vending sales. Even though it rained steadily on three of our observation
days, this amount far exceeds the $4,672 in gross receipts reported by Staten Island
Hockey for the entire month of April 2001.

Based on our review of available records, our observations, and records obtained
from vendors, we conservatively calculated that Staten Island Hockey should have
reported gross receipts of at least $424,754—55 percent more than was actualy
reported. However, Staten Isand Hockey generates revenue from other sources—
hockey rink rentals, private parties, specia events, fountain soda, as well as additional
revenues from sublicensees (T&C Sports World and The Sports Section)—which
were not included in our estimate because no documentation of these amounts was
available. (Appendix 1l summarizes amounts of underreported receipts.)

Since our estimate of underreported gross receipts did not exceed the threshold at
which percentage fees would be due the City, we do not include a percentage fee
assessment in this report. However, since Staten Island Hockey failed to maintain the
required documentation and has no records indicating the amounts collected from
other sources, we could not determine whether Staten Island Hockey would have
exceeded the minimum that required it to pay percentage-based fees to the City.

Did Not Have Adequate Controls Over Cash Receipts. Staten Island Hockey
did not use a point of sde cash register system. Instead, when sales were
transacted, the cash register did not produce receipt tapes. Instead the register is
used as a cash drawer.

Did Not Deposit Its Cash Receipts In a Timely Manner. According to the
bank statements that Staten Island Hockey provided, only 36 deposits were made
from May 2001 through December 2001, an average of once aweek. Daily bank
deposits and the prompt recording of receipts for a cash business operating a
seven-day work period would provide protection for cash and facilitate a clear
audit trail for the tracings of reported revenue.

Commingled Its Funds. All credit card sales for Staten Island Hockey are
processed at and billed by Fun Station USA, the Staten Island Hockey President’s
other business. Consequently, there is no way to determine the amount of credit
card sales that pertain to Staten 1sland Hockey’s operation. In fact, two checksin
the amount of $9,260 were issued to Staten Island Hockey’ s President from Staten
Island Hockey’ s bank account. Staten Island Hockey's President claimed that this
amount belonged to Fun Station USA, and was incorrectly deposited in Staten
Island Hockey’s bank account. As a result, this amount was not reported as part
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of Staten Island Hockey’s gross receipts. We could not confirm whether these
funds should have been reported to Parks.

Because Staten Island Hockey does not maintain an adequate system of internal controls
or keep complete and accurate books of account and other records, it is in breach of the license
agreement. 84.7(d) of the license agreement states:

“The failure or refusal of the Licensee to maintain adequate internal controls or to keep
any of the records as required by this Article or the existence of any unexplained
discrepancy in the amount of fees required to be due and paid . . . shall be presumed to be
a fallure to substantially comply with the terms and conditions of this License and a
default hereunder.”

Contract Compliance | ssues

Staten 1dand Hockey, despite receiving from Parks a Certificate of Completion of Capital
Commitment for its required capital improvements, did not construct a two-lane go-cart track or
pave the hockey parking lot, as required by the license agreement. Staten Island Hockey built a
regulation-size hockey rink, constructed a rain shelter over the rink, upgraded the batting cages and
miniature golf course area, and renovated the concession stand. However, as of May 9, 2002,
Staten 1dand Hockey had not begun construction of the two-lane go-cart track or begun paving the
parking lot adjacent to the hockey rink, which was required in 8 7.1 of the license agreement. We
obtained invoices from contractors indicating that $600,406 in capital improvements were made.
However, we are peplexed as to why Parks issued Staten Idand Hockey a Certificate of
Completion that stated “the required minimum capital expenditure of $438,119.00, as stipulated in
the contract agreement, has been met and the specified work has been completed satisfactorily”
even though this major undertaking had not even been started.

In fact, had Staten Idand Hockey constructed and operated the go-cart track, it could have
generated an additional $110,000 in revenue—similar to the revenue of another Parks concession
with a go-cart track on Staten Island.? If a go-cart track were in operation, Staten Island Hockey
might have exceeded the threshold at which percentage fees would be due to the City.

In addition, Staten Island Hockey does not maintain the insurance required by the license
agreement. We found that Staten Island Hockey is under-insured by $2-million on its
comprehensive general liability insurance coverage. 825.6 of the license agreement requires that
Staten Iland Hockey carry, for any one occurrence, not less than a $3-million comprehensive
genera liability insurance policy, a $1-million employer’s liability insurance, and a $1-million
property insurance.

2 Pars and Strikes, asimilar Parks concession, reported approximately $110,000 in go-cart revenues for calendar year 1998.
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Recommendations

Staten Island Hockey is in serious breach of its license agreement and Parks therefore
must consider terminating this agreement. At a minimum, Parks must address Staten Island
Hockey's failure to report al its revenues on its Gross Receipts Statements, its failure to
maintain the necessary supporting documentation, and the internal control issues mentioned in
this report. Should Parks decide not to terminate its agreement with Staten Island Hockey, it
should require that Staten Island Hockey:

Install a point-of-sale system and ensure that all sales and hockey fees are processed
through this system and are properly recorded on its books and records;

Report al revenues generated at the facility on its monthly Gross Receipts
Statements to Parks, including al revenue from the hockey leagues, miniature golf,
batting cages, and the snack bar; and pay al required fees due the City.

Maintain for six years al documents supporting the reported gross receipts. This

documentation should include, but not be limited to: pre-numbered batting cage and
hockey rink rental receipts; daily dated cash register receipts; and bank deposit dips;

Comply with the capital improvements specified in the license agreement, which
include constructing a two-lane go-cart track and paving the parking lot adjacent to
the hockey rink.

Maintain the proper amounts and types of insurance coverage.

Parks should:

In the future, before issuing a Certificate of Completion of Capital Commitment,
more carefully verify that al the required work was, in fact, completed. If capital
improvement modifications are necessary, then the agreement should be modified to
reflect such changes.

Parks Response: “DPR [Parks] has issued a Notice To Cure (NTC) requiring that S|
Hockey remedy dl deficiencies noted in the Comptroller’s audit report. SI Hockey is
required to:
- Comply with all internal control and record keeping recommendations, including
the ingtalation of a point-of-sale system;
Congtruct a go-cart track and pave the hockey parking lot, or propose another
revenue generating recreation activity to DPR for consideration and approval;
Take immediate action to obtain the required level of insurance coverage

required by its license agreement.”

With regard to the issuance of a Certificate of Completion of Capital
Commitment, Parks stated, “The referenced Certificate of Completion was issued
only after SI Hockey exceeded its required capital investment dollar amount of
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$438,119. The concessionaire, as an industry expert for that business was afforded
some latitude in planning the best complement of activities for the facility. . . DPR
always has fina review and approval authority over any proposed use of its licensed
operations and signs-off on a project after it considers that a licensee has fully
complied with all phases of its required capital investment. In the case of SI Hockey

DPR agreed with the auditor’s position and therefore has required that it add another
revenue stream to the operation.”



APPENDIX |

Schedule of Receipts Generated During Auditors Observations

Performed Observation

Type of Revenue Generated

Day of Week Date Batting Miniature Food Snapple Total for Day
Performed Cages Golf Vending
Machines
Sunday 05/05/02 $1,405.50 $610.000 $224.50 $ 96.00 $ 2,336.00
Monday 04/29/02 $ 348.00 $ 20.00 $ 36.00 $12.00 $ 416.00
Tuesday 04/23/02 $ 610.50 $ 60.00 $ 63.50 $15.00 $ 749.00
Wednesday 04/17/02 $ 910.50 $ 175.00f $ 64.50 $ 1,237.00
$87.00
Thursday 05/02/02 $ 241.50 $ 40.00 $ 23.50 $ 332.00
$27.00
Friday 04/19/02 $ 441.00 $ 65.00 $ 73.00 $ 642.00
$63.00
Saturday 04/13/02 $1,981.50 $ 510.00f $ 78.00 $97.500 $ 2,667.00
Total for the seven days | $5,938.50] $1,480.00] $563.00 $397500 $  8,379.00!




APPENDIX 11

Schedule of Revenue Underreported by Staten | land Hockey

During Operating Year 2001-2002

Sources of Income Gross Receipts Gross Receipts Gross Receipts
Reported by Staten Determined by the Not Reported
Island Hockey to Parks Auditors

Hockey Rink $63,942 $169,775 $105,833
Batting Cages 57,256 166,278 109,022
Miniature Golf Course 55,600 41,440 -14,160
Concession Stand 14,202 47,261 33,059
Total $191,000 $424,754 $233,754




Addenduml - Response from
Staten: Island Hockey, Inc.

8. Manchetti & Aseociates Juc.

Accountant & Tax Consuitant
74073 Third Avenus
Brooklyn, New York. 11202
TEL: (718 880-0100 FAX: {718 680-3285

June 18, 2002

Mr. Michael Morgese
Assistant Director

The City of New York
Office of the Comptroller
Bureau of Audits

I Center Street, Room 1100
New York, NY 10007-2341

Re:  Awudit Report on the Compliance of
Staten Island Hackey, Inc,
With it's License Agreement
FMOZ-147A

Dear Mr. Morgese;

At 2 follow up to the audit reporr pertaining o my clisnt we would ieto comment on
certain issues relating to the report. The audit report cited certdin areas of concern, which
needed to be changed or revised per the coriptroller’s office.

i. POINT OF SALES SYSTEM - Stater Island Fackey will on a daily basis
count and record all golf and batting tokens. The dmounts will then be noted
in a daily loghook, This system will be used fo'alsd include any special events
to include any other miscellaneous income Tt should be noted that Mr.
Francisco Carlos of the Parks Departritent is préasently researchiing the correct
way to record and maintain the revenue’s generated from the consessions and
hockey operations. By installing this new sales system this will enable them to
better track.all revenues and egpenses relating to the operations on & daily
basis.

2. GROSS RECIEPTS REPORT - Staten Island -Hockey will maintain sl
documents relating to gross receipts through ot thelr presint concession lease
period. All documents will be kept oir hand inchiding but not limited 1o bank
deposit slips, daily log reports ay well 234 foken courif for these operations.
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3. RECEIPT MAINTIENCE - Staten Isiland Hoskey will keep on le all income
documents relating to their activity, this documensation inchisdes: bank-deposit
stips all rental and birthday party receipts and a daily logbosk

4. CAPITAL IMPROVEMENT AGREEMENT -~ At this time Staten Tsland
Hockey is looking to ascertain bids from different companies. Enclosed please
find 4 copy of an old bid dated March 2060, They afe also trying to obtain the
proper financing in order to comply with this agreement,

3. INSURANCE - At this fime all our insirance policies-have been reviewsd
and updated. In complying with the parks request our coverags’s.are adequate
and inline with there specifications.

In closing, Staten Island Hockey would Tike o {Hark the New York City Comptrollers
Office for helping them in impleménting the praper controls Felating €0 their operations.
Moving forward Staten Island Hockey will ‘miake the riecessary chafiges as per the
recommendations that were noted in the inifial report,

Although the observations test which was done using April and May- 2001 as 2 sample
resulted in an adjustment to their gross receipts, this was nio' way an indication of the
business which was actually done Tor tax year 2001, There wete many obstacles, which
took place in 2001 such as, having the hokey rifk resuifaced and reconditioned for safery
purposes. The weather cauged Staten Island Hockey to lenigthén the hoskey ssason, which
extended the season an additional two motths. A ndril season should run for three
months but in that vear it tock five months to comiplete] The ragedy of September 1170
substantially curtailed their business. We would 1ika 1o again thank thecity comprroller’s
office for their assistance and input pertaiting to this-operaticn.

Very truly vours,

Accolintant
Siki/bg
Ench.
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Addendun: 13 Kesponise from
StatenIstand Hockev, Inc,

MGT Dowelopers

2 Wikson Coug

Enfeld, CT 06082
Phong-80-280-8552

Fax R60-745-4434

erndl, www MUGCdev1gosleman

Marcj 5. 2000

PROBPOSAL -

MGC Developers, 2 Comseelicut Company whssesddisss & 2 Wilson Court; Enlield,
L0 D6082, proposas ta provide (e fo dowing Constrction and vefated Tavout fbirication
frr Fun Stetioy USA, whose address s . R
I, Contiator shalf previde afl fabor, materials and equiprioiit for a Go-Fat frack of
approgirasiely 8§70 linear fect within the sreas designated Tor.Jrese atiractions os nd icated
by theesite layout,

2. Contracier shall coordimate s work with the Owiee's sehadule, other projuct
conzultants and ether contractons on site, :

3. Comrantor shall provide aticactions which are complete aad suitable opsmtions, in RS
ascansiance with the feility. sundards of the IRGA, aud The mamifecturers standard
practices. ) o

4 Seope of work provided umder this proposal Ireludes:

A Approximately 870 finoar foot by 24 feot wide conerons go-Kart track With pin; Gz,
et elal vall systen, 24 by 00 pit aren, 24 by 50 shade siructire, 20 by 20 waintenance
busilding, and Que-line wilkwayy, Conoreie ghall be Poured 8 arotnd the perimster g
A4 fu the conien

Propoged costs by attraction component;

- 870 Hoew oot track @ $137.50 finsar faot......u. $1IR 625,00
o DAL ova e IUS _ 14.000.60
- Pliamn & galcso e, G s e - 1.800.00
- Covgred shadt SITIG. o viianre s i . pERECYR
= Bolup 200050t e bid
- Sidevwalks and Due-fine walling ared. ... 500000
- Maintenance Bolding . cvvv et e G606
@ B85 por vight @ 4 weekhs. ... T.4:40.00

- Lodging allowsnee 3 rooms

Total exibmatod COB. o 100, 565.00
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Addendum 11 - Resnonse from the
City of New York City of New York Parks & Recreation
Parks & Recreation The Assenal
Central Fark
New York, Mew York 10021

Adrian Benepe
Comunissioner

Toarme G, Imnohdosen

Assistant Commisaione:
Revenue

(21723 360-3404
ioanne.imohiosen@parks.nye.gov

Jume 19,2002

BY FAXN AND MAIL

Roger D Livwer

Assistant Comptroller for Audits
The Uity of New York

Office of The Comptroller

1 Centre Street - Room:1 100
New Yok, NY 10007-2341

Re: Comptrofler’s Draft Audit Report on Staten Island Hockey, Inc.
May 1, 2001 to April 30, 2002 FMO02-147A, Dated Junc 6, 2002

Prear Mr, Liwer:

‘This letter represents the Parks Department (DPR’s), response o the recommendations
contained in the subject audit of Staten Island Hockey, Inc. (StHockey).

DPR has issued the attached Notice To Cure (NTC) requirin that SIHockey remedy all
deficiencies noted in the Comptrofer’s audit report. 51 Hockey is required tor

¢ Comply with all internal control and record keeping recommendations, including the
instaliation of a point-of-sale system;

= Construct a go-cart track and pave the hockey parking Iot, or propose another revemre
generating recreation activity to DPR for consideration and spproval;

+  Take immediate action to obtain the required level of insurance coverage required by
its license agreement.

The audit report also states that DPR should:
»  In the future, before issuing a Certificate of Completion of Capital Commitment,
more carefully verify that all the required work was, in fact, completed. I capital

improvement modifications are necessary, then the agreemesit shonld be modified to
- reflect such changes.

wwwayt ._gs)'v.)’ parks
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The referenced Certificate of Completion was issued only afier SIHockey exceeded its
required capital investment dofar amount of $438,715, The concessiconaire, as an industry expart
for that business was afforded some latitude in planning the best complement of activities for the
facility. In some cases it makes good sense for an operator to adjust its business plan to better
maximize its profit position. DPR abways has final review and approval authority over any
proposed use of its licensed operations and only signs-off on a project afier it considers that a
licenses has fully complied with all phases of jis required capital nvesiment: I the case of
SlHockey DPR agreed with the auditor’s position and therefore Hus required that it add another
revenue stream o the operation,

We thank the Comptroller’s audit staff for their work and eforts in doing this review.

Sincerely,
A
T ;r/“}?/‘?%/’/am ./52' MZ/”# Lot

Joamme Imohiosen

ce: Ron Licherman
David Stark
Francisco Carlos
Susan Kupferman, Mavor's Office of Operations




_ Addendurm I~ Response fromthe
City of New York City of New York Parks & Recreation
Parks & Recreation The Arseral

Cendral Park
MNew York, New York 10021

Adrian Benepe
Comimissioner

Toarre G, Imohicsen
Assistant Commissionst
Revenue

(212) 360-3404
joanneirmohiosen@parks.nyogdv

June-1¥,2002

BY FAXK AND MAIL

Mr. Michael Mancusi, President
Staten Island Hockey, Inc.

215 Schmidts Lane

Staten Island, NY 10314

NOTICE TO CHURE E L
Re: Comptrotier’s Draft Audit Report on Staten Island Hockey; Tne. -
May 1, 2001 to April 30, 2002 FMO2-147A; Dated June 6, 2002

Prear Mr. Mancust;

This letter addresses the findings and recommendations contained in the subject
draft audit report en Staten Istand Hockey, Inc. (STHockey). Geheraliy, the
Camptroller’s audit disclosed that SIHockey breached its license agreement hecause it
does not keep complete and accurate books of decount snd gther records. Without such
records, the auditors were unable to track the actual amount-of revenues collected or to
verify whether STHockey reported all of its gross revienues 16 the Parks Department
{DPR). :

Specifically, S{Hockey failed to provide all the following critical documents for
the entire operating year, from May 2001 to April 2002: Hockey league contracts,
schedules, rosters, invoices, daily sales and receipts records, daily dated cash register
receipts, sales books, and bank depoesit receipts to support the revenue recdrded on its
monthly bank statements. Furthermore, fom their review of available documentation,
observations, and records obtained from venddrs, the anditors conservatively caloulated
that STHockey underreported its gross receipts by $233,734. However, they c¢ould not
determine whether SIHockey would have exceetet the minimu that required it o pay
percentage-based fees to the City, since STHockey fafled t6 maintain the vequired
documentation and had no records indicating the amounts collected fiom other sourves.

wwwnyc.gov/ parks
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Citv of New York Parks & Recreation

Alichael Mapcusi
June 18, 2002
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Also, the andit report stated that SIHockey did not use a point of sale cash register
system, did net deposit cash receipts in 4 timely manner, and co-mingled funds with the
SIHockey President’s other business, Fun Station US4,

Bue to the serious natwre of the audit findings, the Comptroller’s Office has
suggested that DPR terminate its contract with SiHeackey, Consequantly, DPR requires
SIHockey to resolve ali the deficiencies noted in the report by faking imwiediate action fo
implement the audit recommendations that follow.

SIHockey is-required o

s Install a point-of-sale system and ensure that'allsiles and hockey fees are
processed through this system and are properly recorded on s booksand
records;

* Reportall revenues generated at the facility o0 its inonthly Gross Receipts
Statements to DPR, including all revenue from the hockey leagires, finjature
goif, batting cages; and-the snack bar, and pay all requived fees die the City

» Maintain for six years all documents supporting the reported-gross receipts.
This documentation should include, but pot belimited 4o pre-vumibered
batting eage anil hockey rink rental receipisi daily dated cash register receipts;
and bank deposit slips;

SlHockey did not have adeguate controls over cash teceipts because 1t did not use » point
of sale cash register systern. Its sales transactions were processed utilizing cash register
equipment that did not produce receipt tapes. Therefore; STHockey roust take immediate
action to install a point-of-sale system to properly record its cash.

Alse, STHockey's bank statements showed that bank deposits were transacted ouly once 2
week, Daily bank deposits and the prompt recording of trahsactions on pre-ninmbered
receipts will provide protection for cashrand facilitate a clear andit trail for tracing
reported revenue. Furthermore, SIHockey's credit card Sales were processed and billed
by the STHockey President’s other business, Fun Station UsA: Therefore, there is ne
way to determine the amount of credit card sales that pertein to STHockey s operation.
STHockey should take prompt action to implement procedures 0 strengthon its internal

: controls that include the above cited recornmendations, and by recording only the credit
card sales transactions of SiHockey in #s acootinting books and records.

. s Cowmply with the capital improvements specified in the Heense agreement, which
include constructing a two-lane go-cart track and paving the parking lot
adjacent to the hockey rink,
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June 18, 2002
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The audit report found that $IHockey did not ¢onsttuct the redommended go-cart track or
pave the hockey parking lot as required by Section 7.1 of the' license agregment. The
zuditors determined that although STHockey has-expendad $670,406 for capital
Improvements, it has not appropriated any of this money to'the go-cart track or paving
projects. The auditors estimated that SIEockey could have generated anadditional
§110,000 1n revenue if it had constructed the go-cart frack.

DPR requires that 8IHockey fully comply with the capital improvement provision of the
license agreement by constructing the go-cart track and paving the hockey parking Jot or
by presenting & proposal for the installation of anofher reveniie generating recreation
activity to DPR for consideration and approval. SIHockey is afforded thirty (30) days
from the date of this fetter to submit its proposed plan for the additional attraction,

e Blaintain the proper amounts and types of insuraice coverage,

The audit report disclosed that SFHockey 13 under-thsured by $2-million on its
comprenensive general liability insurance coyerage. Section 25.6 of the license
agreement requires that STHockey carry, for ity oni¢ occurrence, not less than a 53+
million comprehensive general Hability insurance policy, S1-million for employer’s
liability insurance, and $1-million in property coverage.’ SIHoekey must take immediate
action to obtain the required level of coverage and submit acopy of the insurance
certificate fo Faustina Osel-Owusu of my Revenus staff to verify that STHockey is in full
compliance with the insurance provision of its contract.

By copy of this letter to Francisco Carlos, DPR Internal Audifor, T am requesting
that he schedule a follow-up review in two months to verily that SiHockey has complied
with the above internal control recommendations, and has taken appropriate action to
commence instaliation of another revemue generating activity at the facility.

The deficiencies noted in the audit report and which are summarized in this letter
represent very serious violations that must be corrected quickly and totally. Therefore, we
anticipate STHockey’s prompt reply and full compliance with this notice,

Sincerely,

=
- \\ /'
/Lf“W"UCf \/gm.furz FL e

Jomnne Imohiosen

o R Licberman
D, Sark
F. Carlos
F. Osei-Owusu




