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EXECUTIVE SUMMARY

Background

The New York City Department of Parks and Recreation (Parks)
maintains 28,000 acres of City parkland and provides the public with a variety of
recreational opportunities through its ball fields, tennis courts, beaches, swimming
pools, recreation centers, etc.  Parks is also responsible for 500,000 street trees
and two million park trees.  Parks activities are funded through the City’s General
Operating Fund.

In addition to City funds, Parks raises “private” funds from individuals
and organizations that are instructed to make their checks payable to the City
Parks Foundation (Foundation).   Those funds are deposited in several custodial
accounts maintained by the Foundation or deposited in restricted accounts with
the Foundations own funds.  They are spent at Park’s direction.

Besides the custodial accounts, Parks deposited “private” funds in several
restricted accounts with the Foundation.  Three audit reports have already been
issued covering restricted accounts for Park’s Urban Park Service Division, its
Tree Trust Program, and its Marketing Division.  Furthermore, Parks deposited
funds into 28 other restricted accounts that were not covered in our first three
audits.  During Fiscal Year 1999, Parks deposited a total of $574,094 in these
accounts, which were examined during this audit.
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This is the fourth and final report that will be issued covering the private
funds raised by Parks and maintained by the Foundation. This report discusses the
methods used by Parks to solicit private funds, as well as the results of our
examination of funds deposited with the Foundation in the custodial accounts and
in the 28 other restricted accounts.

Objectives, Scope, and Methodology

Our audit objectives were to review Parks’s fund-raising practices and its
internal controls governing the receipt and expenditure of funds raised for its
custodial and restricted accounts, including: the propriety of Division employees
raising private funds that are deposited with the Foundation; the adequacy of the
internal controls over the processing, recording, reporting, and expending of these
funds; and the accuracy of the accounting for and the recording and reporting of
these funds.

Our audit covered the period from July 1, 1998, through June 30, 1999.
To review internal controls, we interviewed Foundation and Division officials to
gain an understanding of the procedures for recording, reporting, and expending
“private” funds.  Based on our interviews, we determined that the Foundation and
the Division did not have sufficient controls in place to ensure that all funds raised
are properly safeguarded and that the funds are expended in accordance with
Parks guidelines.  Therefore, we conducted substantive testing on the Custodial
and Restricted accounts, as discussed in the body of this report.

This audit was conducted in accordance with generally accepted
government auditing standards (GAGAS) and included those tests of the records
and other auditing procedures we considered necessary.  This audit was
performed in accordance with the City Comptroller’s audit responsibilities as set
forth in Chapter 5, § 93 of the New York City Charter.

Results in Brief

Parks inappropriately bypassed the City Treasury by depositing
$3,511,779 in private funds it raised by soliciting donations at City recreation
centers, by selling goods and services, by issuing permits, and by soliciting grants
and donations in fiscal year 1999.  In addition, Parks inappropriately instructed
individuals seeking membership at City recreation centers,1 and production

                                                                
1 On April 26, 2002, the Parks Commissioner published in The City Record  a proposal to
add a section to the City Administrative Code establishing mandatory recreation center
membership fees.  According to Parks officials, if this is approved, all membership fees
will be deposited in the City Treasury. A public hearing on this proposal will be held
May 28, 2002, and, barring any unforeseen circumstances, the charging of membership
fees will commence 30 days later.
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companies and individuals seeking permits, to label their payments as “donations”
so that the amounts collected could be deposited with the Foundation.

Parks spent the bulk of the funds it raised on park-related programs;
however it spent $22,322 on trips to colleges for on-campus recruitment, and on
office furniture, postage, and parties that were not in compliance with its
guidelines.  Parks also made $8,182 in duplicate payments, and it did not obtain
bids for 28 of 115 purchases costing more than $1,000, as required by its
guidelines.

Finally, we noted that the Foundation did not properly post all revenue and
expense transactions on its books and records.  Consequently, there was a
$1,193,404 difference between the custodial bank statements and the
Foundation’s accounting records.

This report makes the following recommendations:

Parks should:

1. Require that all proceeds for the custodial and restricted accounts be
deposited in the City Treasury.  In addition, funds for these accounts
on deposit with the Foundation should be transferred to the City
Treasury.  Until the transfer of these funds is made, Parks should
ensure that these funds are reconciled and spent in accordance with
Parks’s guidelines.

2. Cease the practice of instructing individuals and companies to label
payments as donations.

3. Ensure that all recreation personnel are adequately trained in and
follow Parks policies regarding the collection of fees and donations
until membership fees are mandated by the City Administrative Code.

The Foundation should:

4. Cease accepting moneys for Parks custodial and restricted accounts
and forward all balances it manages on behalf of Parks custodial and
restricted accounts to the Parks Budget Office.

Agency Response

The matters covered in this report were discussed with Parks and
Foundation officials during and at the conclusion of this audit.  A preliminary
draft was sent to Parks and Foundation officials and was discussed with Parks
officials at an exit conference held on May 23, 2002.  On May 28, 2002, we
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submitted a draft report to Parks and Foundation officials with a request for
comments.  We received written responses from Parks on June 6, 2002, and from
the Foundation on June 18, 2002.

In its response, Parks stated that it agreed with most of the findings and
stated that two of the three recommendations have or will be implemented. Parks
did not agree to transfer remaining funds on deposit with the Foundation to the
City Treasury. Parks stated that the Funds would instead remain with the
Foundation until they are spent.

However, the Foundation responded that it intends to comply with the
report’s recommendations that it cease accepting moneys for Parks custodial and
restricted accounts and that it forward all the balances it manages regarding these
accounts to the Parks Budget Office.

The full texts of the Parks and Foundation responses are included as
addenda to this report.
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INTRODUCTION

Background

The New York City Department of Parks and Recreation (Parks) seeks to maintain a
clean and safe parks system, providing the public with a greener City and a wide variety of
recreational opportunities.  The City’s 28,000-acre municipal park system includes 614 turf ball
fields, 550 tennis courts, 33 outdoor swimming pools, 10 indoor swimming pools, 35 recreation
centers, 14 miles of beaches, 13 golf courses, six ice rinks, four major stadiums, and four zoos.
Parks is also responsible for approximately 500,000 street trees and two million park trees.

The City funds Parks activities through annual appropriations from the General Fund and
Capital Budget.  Spending against these are subject to all City rules and regulations.  In addition
to the funds received from the City, certain Parks divisions raise “private” funds from individuals
and organizations that are instructed to make their checks payable to the City Parks Foundation
(Foundation).1  These private funds are either deposited into several custodial accounts
maintained by the Foundation or are pooled together in restricted accounts with the Foundation’s
own funds.  In either case, the funds are spent at Parks’s direction.  Each month, the Foundation
submits a report to Parks detailing the private funds raised and expended by Parks.

Parks first raised “private” funds and deposited those funds with a not-for-profit
organization at a time of City budget cuts in the 1980s.  Parks’s custodial accounts were initially
held by the Cultural Council Foundation and were transferred later to the City Parks Foundation
on April 25, 1991.  During Fiscal Year 1999, the Foundation maintained more than $2.9 million

                                                                
1 The Foundation is a not-for-profit corporation that was established in 1989. On June 5, 1991, the Foundation entered
into a formal agreement with Parks that allowed the Foundation to assist and support Parks in the restoration,
maintenance, and management of City parks. The Foundation supports its activities by soliciting donations from
corporations and individuals.
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in revenue in 36 custodial accounts that consisted of 19 recreation accounts, five Borough
Commissioner accounts, and 12 other Parks program accounts.

In addition to the custodial accounts, Parks deposited private funds in several restricted
accounts with the Foundation. Three audit reports have already been issued covering restricted
Parks accounts—the Urban Park Service Division (Audit # FM00-171A, issued on May 31,
2001), the Tree Trust Program (Audit # FM01-165A, issued on June 28, 2001), and the
Marketing Division (Audit # FM01-167A, issued April 19, 2002).  During the course of our
examination of the custodial accounts, we discovered that Parks had 28 other restricted accounts
that were not disclosed to us during our first three audits.  Therefore, we expanded this audit to
cover these accounts. During Fiscal Year 1999 Parks deposited a total of $574,094 in the 28
accounts.

This is the fourth and final report that will be issued covering the private funds raised by
Parks and maintained by the Foundation. This report discusses the methods used by Parks to
solicit private funds and the results of our examination of funds deposited with the Foundation in
the custodial accounts and the 28 other restricted accounts.

Chart I, below, summarize the categories and the total funds raised by Parks and
deposited in the custodial accounts and the 28 restricted accounts during Fiscal Year 1999.  (See
Appendix I for a detailed list of the accounts.)

Chart I
Revenues by Category

RESTRICTED/CUSTODIAL REVENUE

Grants 
$428,098

12% 

Film/Events
 $56,054

2% 

Miscellaneous 
$20,720

1% 

Membership & 
Preschool Fees 

$2,657,865
75%

Goods & Services 
$113,988 

3%

Donations 
$235,054

7% 
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Objectives

Our audit objectives were to review Parks’s fund-raising practices and its internal
controls governing the receipt and expenditure of the funds it raises, including:

• the propriety of Park employees raising private funds that are deposited with the
Foundation;

• the adequacy of the internal controls over the processing, recording, reporting, and
expending of those funds; and

• the accuracy of the recording and reporting of those funds.

Scope and Methodology

Our audit covered the period July 1, 1998, to June 30, 1999 (Fiscal Year 1999).  To
obtain an understanding of the relationship between Parks and the Foundation, we interviewed
officials from both entities.  We gathered background information on the Foundation and
identified specific areas within Parks that raised private funds maintained by the Foundation. 2

Based on our interviews, we developed detailed audit tests to satisfy the audit objectives.

To review internal controls, we interviewed Foundation and Parks officials to obtain an
understanding of the procedures for recording, reporting, and expending private funds.  Based on
our interviews, we determined that the Foundation and Parks did not have sufficient controls in
place to ensure that all funds raised are properly safeguarded and that the funds are expended in
accordance with Parks guidelines.  Therefore, we conducted substantive testing on the Custodial
and Restricted accounts as discussed below.

We interviewed Parks officials to gain an understanding of its policies and procedures for
soliciting funds.  We contacted individuals and companies that made “donations” to determine
the methods used by Parks employees to raise funds for the custodial and restricted accounts.  As
part of our examination of the custodial accounts, we visited City recreation centers to determine
whether Parks charged mandatory fees or solicited donations for membership.  We also met with
officials from the Mayor’s Office of Filming, Broadcasting, and Theater to obtain information on
production companies that paid Parks for film permits. In addition, we interviewed several
individuals and representatives of various organizations to evaluate the propriety of the methods
used by Parks employees to raise funds.

                                                                
2  Since our audit scope covered only the funds raised by Parks and maintained by the Foundation, we were not

provided full access to the Foundation’s financial records.
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To determine whether the Foundation accurately recorded, reported, and accounted for
the funds raised by Parks, we reviewed monthly general ledgers and traced transactions listed on
the ledgers to the supporting documentation (e.g., permits, deposit sheets, and bank statements.)3

In addition, we examined expense vouchers, vendor invoices, bid sheets, and other related
documentation to verify whether sampled expenses were in accordance with Parks guidelines.

To determine whether payroll disbursements from restricted accounts were properly
recorded, we selected a sample of October 1998 payroll transactions and matched the amounts
recorded on the general ledger to the Payroll Summary Report.

* * * * *
This audit was conducted in accordance with generally accepted government auditing

standards (GAGAS) and included tests of the records and other auditing procedures considered
necessary.  This audit was performed in accordance with the City Comptroller’s audit
responsibilities as set forth in Chapter 5, § 93, of the New York City Charter.

Agency Response

 The matters covered in this report were discussed with Parks and Foundation officials
during and at the conclusion of this audit.  A preliminary draft was sent to Parks and Foundation
officials and was discussed with Parks officials at an exit conference held on May 23, 2002.  On
May 28, 2002, we submitted a draft report to Parks and Foundation officials with a request for
comments.  We received written responses from Parks on June 6, 2002, and from the Foundation
on June 18, 2002.

In its response, Parks stated that it agreed with most of the findings and stated that two of
the three recommendations have or will be implemented. Parks did not agree to transfer
remaining funds on deposit with the Foundation to the City Treasury.  Parks stated that the Funds
would instead remain with the Foundation until they are spent.

However, the Foundation responded that it intends to comply with the report's
recommendations that it cease accepting moneys for Parks custodial and restricted accounts and
that it forward all the balances it manages regarding these accounts to the Parks Budget Office.

The full texts of the Parks and Foundation responses are included as addenda to this
report.

OFFICE OF THE COMPTROLLER
NEW YORK CITY

DATE FILED: June 25, 2002

                                                                
3  Due to the large volume of transactions for the 19 recreation center accounts, we performed limited

transaction testing.  These tests included obtaining ledgers, examining large dollar transactions, and
analyzing funds raised and expended.
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FINDINGS AND RECOMMENDATIONS

Parks inappropriately deposited—with the Foundation instead of the City Treasury—
“private” funds raised by Parks.   Parks raised these funds by soliciting donations, instead of
charging membership fees, at City recreation centers, by selling goods and services, by issuing
permits, and by soliciting grants and donations.  Since City employees using City resources
raised these funds, we consider them to be City revenue, subject to all City guidelines in terms of
how they are accounted for and expended.  As such, these funds clearly should have been
deposited in the City Treasury.

Parks inappropriately instructed individuals seeking membership at City recreation
centers, and production companies and individuals seeking permits, to label their payments as
“donations” so that the amounts collected could be deposited with the Foundation.

During Fiscal Year 1999, Parks officials raised approximately $3.5 million and disbursed
approximately $2.9 million.  The bulk of these expenditures was used for park-related programs.
However, Parks spent $22,322 on trips to colleges for on-campus recruitment, and on office
furniture, postage, and parties that violated Parks’s own guidelines. In addition, Parks made
$8,182 in duplicate payments, and it did not obtain bids for 28 of 115 purchases costing more
than $1,000, as required by Parks’s guidelines.

Finally, we noted that the Foundation did not properly post all revenue and expense
transactions on its books and records.  Consequently, there was a $1,193,404 difference between
the custodial bank statements and the Foundation’s accounting records.

Because of our concerns regarding these and other matters, we sent a letter dated January
12, 2001, to Parks officials, notifying them of these and similar issues regarding its Urban Park
Service Division, the Tree Trust Division, and the Marketing Division.  (The portion of the letter
pertaining to the custodial accounts is included as Appendix II.)  Our findings are discussed in
the following sections of this report.

Parks Inappropriately Deposited $3.5 Million
In City Funds with the Foundation

Park officials inappropriately bypassed the City Treasury by depositing $3,511,779 in
private funds it raised in Fiscal Year 1999 with the Foundation.  These funds were maintained by
the Foundation and held in its custodial and restricted accounts.  As previously stated, Parks
raised these funds by charging membership fees at City recreation centers, by selling goods and
services, by issuing permits for filming and special events, and by soliciting grants and
donations.   Since Parks used City resources to raise these funds, we consider them to be City
revenue, subject to all City guidelines in terms of how they are accounted for and expended.  As
such, these funds clearly should have been deposited in the City Treasury.

During Fiscal Year 1999, Parks recreation centers collected $2,657,865 in membership
fees.  These fees were deposited with the Foundation instead of the City Treasury.  According to
New York State law, Parks is allowed to accept a donation for recreational purposes; however,
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the funds must be deposited in the City Treasury.  § 244-a, “Acceptance of Donations,” of
McKinney’s Consolidated Laws of New York, states:

“A recreation commission . . . may accept any grant or devise of real estate or any
gift or bequest of money or other personal property or any donation to be applied
principal or income for either temporary or permanent use for playground or
recreation . . . . Money received for such purpose, unless otherwise provided by
the terms of the gift or bequest, shall be deposited with the treasurer of the
municipality to the account of the recreation commission.”

During Fiscal Year 1999, Parks sold $113,988 of goods and services to individuals and
organizations and deposited those proceeds with the Foundation.  For example New York
University (NYU) purchased plants for $1,000 for a special event held at Washington Square
Park.  On April 8, 1999 NYU remitted a check for the $1,000 that was deposited with the
Foundation.   As another example, on February 2, 1999, Parks’s Director of Special Events
instructed the New York Association For New Americans, INC. (NYANA) to pay $6,846.19 for
clean-up and restoration services associated with a special event held at a City park.  Of this
amount, $2,636.19 was to be paid to the City of New York, $2,710 was to be paid to the
Conservancy for Historic Battery Park, and $1,500 was to be paid to the City Parks Foundation.
(See Appendix III.)

In addition, Parks received $56,054 in permit fees for filming and other private events
held in City parks during Fiscal Year 1999.  For example, on November 16, 1998, Warner Bros.
Television Productions remitted a check for $800 payable to the Foundation for filming at one of
the City recreation facilities.   Under the City’s Administrative Rules, any group or individual
wanting to hold a special event in the park should submit a permit application and pay the
applicable fee to Parks.  Accordingly, Parks should not have forwarded these fees to the
Foundation.

Parks also solicited $428,098 in grants and contributions during Fiscal Year 1999.
Included in this amount was a payment of $250,000 received from the U.S. Department of
Justice as restitution for a January 1, 1990, oil spill.  As part of the restitution agreement, the City
was appointed trustee and receives $250,000 annually to restore salt mash land in Staten Island.
However, Parks decided to deposit these funds in a restricted account maintained by the
Foundation.  We believe that since the City is the trustee, the restitution payments should have
been deposited in the City Treasury.

Membership Fees

During the course of the audit, we made three visits to various City recreational centers to
determine whether the amounts collected at the centers were mandatory fees or voluntary
donations.  When we attempted to join the centers as members, we found that most recreational
centers required us to pay a mandatory fee, despite the fact that signs posted at the centers stated
that the amounts collected were “suggested donations.”
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During our first series of visits (May 9, 2000-May 26, 2000), recreation personnel at all
nine recreation centers visited told us that a mandatory fee was required to become a member.
Accordingly, we sent a letter to the former Parks Commissioner on September 28, 2000, to
express our concern that the recreation personnel were collecting mandatory payments instead of
asking for voluntary donations.  Subsequently, on October 13, 2000, Parks’s Deputy
Commissioner responded that “Membership donations are voluntary at all Parks’ recreation
centers. . . .We are re-training all recreational center personnel.  Borough Chiefs of Recreation
have met with center managers, deputy center managers, and front desk staff.  We are requiring
recreation center personnel to demonstrate that they understand all donation procedures.”  (See
letters in Appendix IV.)

Subsequent to the Parks October 13, 2000, response, we made a second set of visits
(January 6, 2001–January 9, 2001) to 21 centers.  The second visit revealed that most of the
centers continued to require the public to make mandatory membership payments.  Specifically,
Parks personnel at 12 of the 21 recreation centers we visited told us that a payment was required
before we could use the facilities.  At three other centers, we were told that we could use the
facilities for the day at no charge, but a fee was required to receive an annual membership card.
We again informed Parks of the results of our visits in a January 12, 2001, letter.  Parks
responded to our letter on February 16, 2001, stating, “Membership donations are voluntary at all
Parks’ recreation centers and are used to provide the highest quality services and facilities to all
of our center users.  However, our centers are open to everyone regardless of his or her donation.
It is our policy to issue membership cards to patrons who offer full or partial suggested annual
donation.  Patrons who do not wish to make a donation are welcome to use the facilities within
our recreation centers, but do not receive membership cards.” (See letters in Appendix II.)

Our third set of visits to 22 recreation centers took place on August 15 and August 16,
2001.  It revealed that 11 centers (50%) still required a donation or fee to use the facilities and
receive an annual membership card.  Although a fee was still required at half of the centers, the
results indicate that our two letters had an effect and that Parks was making some effort to re-
train personnel at the recreational centers.   A comparison between our first and last visits shows
a reduction in centers requiring a payment, from 100 percent to 50 percent.  Table I, following,
details the results of our visits.



8

TABLE I

Recreation Centers Visits
Mandatory Fee vs. Voluntary Donations

Visit #1 Visit #2 Visit #3

Recreation Center May 9–26, 2000
Fee Required?

Jan. 6–9, 2001
Fee Required?

Aug.15–16, 2001
Fee Required?

Asser Levy (Manhattan) Yes No No
Hamilton Fish (Manhattan) Yes Yes No
Carmine (Manhattan) Yes No Yes
St. Mary’s (Bronx) Yes Yes No
St James (Bronx) Yes Yes No
Ft. Hamilton (Brooklyn) Yes N/V No
Sunset Park (Brooklyn) Yes No Yes
Lost Battalion (Queens) Yes Yes Yes
Cromwell (Staten Island) Yes N/V No
Brownsville (Brooklyn) N/V Yes Yes
Red Hook (Brooklyn) N/V Yes Yes
St. Johns (Brooklyn) N/V Yes Yes
Herbert Von King (Brooklyn) N/V N/V Yes
Louis Armstrong (Queens) N/V Yes N/V
Roy Wilkens (Queens) N/V Yes Yes
Sorrentino (Queens) N/V Yes Yes
Alfred E. Smith (Manhattan) N/V No Yes
Hansborough (Manhattan) N/V Yes No
Jackie Robinson (Manhattan) N/V Yes N/V
J. Hoodright (Manhattan) N/V Yes Yes
Highbridge (Manhattan) N/V N/V No
Pelham Fritz (Manhattan) N/V Yes No
RC 54 East (Manhattan) N/V No N/V
RC 59 West (Manhattan) N/V No No
Thomas Jefferson (Manhattan) N/V Yes No

N/V – Not Visited
Visit #1 9 out of 9 required payment 100%
Visit #2 15 out of 21 required payment 71%
Visit #3 11 out of 22 required payment 50%

On April 26, 2002, the Parks Commissioner published in The City Record a proposal to
add a section to the City Administrative Code establishing mandatory recreation center
membership fees.  According to Parks officials, if this is approved, all membership fees will be
deposited in the City Treasury. A public hearing on this proposal will be held May 28, 2002, and,
barring any unforeseen circumstances, the charging of membership fees will commence 30 days
later.

Parks Response: “The Parks Department has established a fee structure for
Recreation Centers that will be put into effect July 1, 2002.  Recreation Centers
that have an indoor pool will charge $75 for Adult membership.  Recreation
centers that do not have a pool will charge $50 for adult membership.  Seniors
will be charged $10 and youth under the age of 18 will be free.”
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Permit Fees

In order to deposit fees for filming and events with the Foundation rather than the City
Treasury, Parks requested that these payments be labeled as donations. Specifically, Parks
officials instructed film and production companies to submit donation letters along with their
fees.  In one case, Parks requested that a production company revise its letter to state that the
payment was a donation. Specifically, a Parks letter dated March 23, 1999, stated “We are
unable to deposit your check with the letter that you included.  The letter gives the impression
Larry Scoones, our Park Manager, solicited the donation or was charging a fee.  If you could
please write a letter on your company letterhead explaining that the donation to the City Parks
Foundation is for parks and park programs.” (See letter in Appendix V.)

In another example, a letter dated December 17, 1998, from NBC stated: “We wish to
make a donation to show our gratitude.  We have sent a check from NBC entertainment for $700
to the City Parks Foundation.  We hope this money will go back to parks and parks programs.
We understand our check can not be deposited until this letter is received.” (See letter in
Appendix VI.)

Parks Misspent $22,322
From Restricted Accounts

During Fiscal Year 1999, at the direction of Parks, the Foundation paid $22,322 for items
that were not in compliance with Parks guidelines for restricted accounts.  Specifically, the
Foundation paid for trips to colleges for on campus recruitment, office furniture, postage, and
parties. Table II, following, provides further information pertaining to these expenditures.

TABLE II

Misspent Funds
From Restricted Accounts

Account Name Amount Percent of
Account
Misspent

Description

Staten Island Borough Commissioner $5,965   3.61% Furniture, Party
Brooklyn Borough Commissioner 3,733   8.89% Furniture, Party, Personal
Flushing Meadow Corona Park 2,885   3.39% Furniture, Party
Commissioner Special Events 2,549 34.20% Parking, Postage, Party
Commissioner Special 1,729 17.52% Party, Recruitment
Queens Borough Commissioner 1,507  4.68% Postage, Personal
Lifetime Friend of Parks 1,074 30.48% Homecoming, Alumni
Manhattan Borough Commissioner 1,177   1.39% Postage, Party, MetroCards
Incentive Committee 1,049 80.88% Party
Bronx Borough Commissioner   655   1.81% Water, Personal

Total  $22,322
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Examples of the items purchased were dog toys and a birthday cake for the former Parks
Commissioner’s dog, food for ceremonies and meetings, and an air conditioner for a Borough
Commissioner’s office.

According to the Parks policies and procedures entitled “Guidelines for the Use of Park
and Recreation Funds Held in Custodial Accounts by the City Parks Foundation,” these funds
from restricted accounts are not to be spent on office furnishings or equipment that are not for
public use; personal postage, items, or gifts; parking; supplements to employee salaries; and,
food purchases for employee meetings or gatherings.

Internal Control Issues

Parks did not properly reconcile and monitor the funds held by the Foundation.
Specifically, the amount on deposit for the custodial accounts greatly differed from the amounts
recorded on the Foundation’s general ledger because revenue and expense transactions were not
properly posted to the Foundation’s records.  As a result, the bank statements as of June 30,
1999, indicated that Parks had on account $1,308,572, while the Foundation’s books indicated a
balance of $115,167, a difference of $1,193,404.  Because of the large account differences, Parks
assumed responsibility for maintaining the accounting records for all its recreation centers from
the Foundation in November 2001.  Although the fees are still deposited in a custodial bank
account held by the Foundation, the revenues and expenses are being recorded within the Parks
Fiscal Office.

In addition, Parks’s files did not contain documentation for revenue and expense
transactions totaling $163,527, including two deposits into the Salt Marsh account totaling
$33,745, a $2,229 purchase from AGW Lithographers, Inc., a $1,197 purchase from Tiffany
Lumber, and a $1,284 purchase from Mitchell Rubber Products.   Moreover, Parks made
duplicate payments to vendors totaling $8,182.  Finally, Parks did not obtain bids for 28 of 115
purchases costing more than $1,000, as required by Parks’s guidelines.  These purchases
included a $5,000 Christmas tree, a $1,249 snow blower, and two computers totaling $2,610.

Recommendations

Parks should:

1. Require that all proceeds for the custodial and restricted accounts be deposited in the
City Treasury.  In addition, funds for these accounts on deposit with the Foundation
should be transferred to the City Treasury.  Until the transfer of these funds is made,
Parks should ensure that these funds are reconciled and spent in accordance with
Parks’s guidelines.

2. Cease the practice of instructing individuals and companies to label payments as
donations.
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Parks & Foundation Responses: Parks responded that all membership fees collected
(See page eight.) will now be deposited in the City Treasury, as recommended.
However, Parks stated that it will continue to forward donations it receives to the
Foundation for deposit.  Moreover, Parks stated that it will not comply with our
recommendation to transfer funds on deposit with the Foundation to the City
Treasury:

“Funds that are on deposit with the Foundation will remain in CPF [the
Foundation].  Parks will ensure that these funds are reconciled and spent
in accordance with Parks’s guidelines.  DPR [Parks] is working with CPF
to set up a reasonable time frame for spending the remaining balance.”

However, the Foundation responded that it intends to comply with our
recommendation to cease accepting moneys for the Parks custodial and restricted
accounts and to transfer the remaining funds on deposit to the Parks Budget Office.

Auditor Comment: Given the contradiction in the responses received from Parks and
the Foundation we cannot ascertain whether the remaining funds will be transferred to
the City Treasury, as recommended. It should be noted that we take exception to
Parks’s decision not to transfer funds on deposit with the Foundation to the City
Treasury since, as stated earlier, it was inappropriate to deposit these funds with the
Foundation in the first place.

Furthermore, we interpret Parks’s response to mean that it will continue its practice of
using City employees to solicit donations and deposit the amounts collected with the
Foundation. In our January 12, 2001, letter to Parks, we recommended that the
agency obtain an opinion from the Law Department as to whether it is proper for City
employees to solicit funds for deposit with the Foundation. Since Parks still has not
obtained this opinion, we continue to question the appropriateness of such
solicitations and believe that any funds collected should be deposited in the City
Treasury.

3. Ensure that all recreation personnel are adequately trained in and follow Parks
policies regarding the collection of fees and donations.

Parks Response:  “Parks will ensure that all recreation personnel are adequately
trained in and follow Parks policies regarding the collection of fees and donations.”

The Foundation should:

4. Cease accepting moneys for Parks custodial and restricted accounts and forward all
balances it manages on behalf of Parks custodial and restricted accounts to the Parks
Budget Office.

Foundation Response:  “I would like to state that CPF intends to comply with the
recommendation by August 31, 2002.”










































































