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EXECUTIVE SUMMARY

On December 23, 1998, the City of New Y ork entered into a 15-year license
agreement, through the Department of Parks and Recreation (Parks), with Dyckman
Marine Group, Inc. (Dyckman), to operate, maintain, and manage the Dyckman
Marina (marina) on the Hudson River at the western end of Dyckman Street in
Manhattan. Dyckman is responsible for the rental of moorings and dips, and the
operation of the Tubby Hook Café, arestaurant at the marina. The agreement aso
requires that Dyckman operate a boat supply shop, a sailing school, and a boat club
for use by the public, once it completes the capita improvements called for by the
agreement to accommodate these facilities.

Under the agreement, Dyckman is required to pay the City the greater of a
minimum annual fee that escalates each year from $18,000 in year-one to $35,639
for the final year of the agreement, or 10 percent of its gross receipts. Gross receipts
are defined as al funds received by the licensee (without deduction or set-off of any
kind) from the sale of food and beverages, use of the maring, the licensing of the
premises for private functions, or related services of any kind. For the period,
January 1, 2001, through December 31, 2001, Dyckman reported gross receipts
totaling $283,512 and paid $28,351 in license fees to the City.

The audit determined whether Dyckman: maintained adequate internal
controls over the recording and reporting of gross receipts, reported its total gross
receipts properly, and calculated and paid al required license fees to Parks on time;
and complied with certain non-revenue-related requirements of its license
agreement.



ResultsIn Brief

Dyckman charged dlip and mooring rental fees in accordance with Parks's
approved rates, paid license fees on time, paid the design review fee, remitted the
required security deposit to the City, and maintained workers compensation and
generd liability insurance. As part of the improvements completed, Dyckman has
installed new fencing around the marina, built a restaurant that contains restrooms,
and removed debris from the property, as required by the agreement.

However, Dyckman does not have adequate internal controls over its gross
receipts. In addition, Dyckman did not report to Parks an estimated $599,114—
68 percent of its gross receipts. Consequently, Dyckman owes the City additional
licensing feestotaling $59,911. In addition, Dyckman has unpaid water bills
totaling $6,558 as of April 8, 2002. Dyckman also violated New Y ork State liquor
laws by not purchasing alcohol from authorized wholesale distributors and by not
maintaining records of business transactions related to purchases and sales of
alcoholic beverages.

Our physical inspection of the marina found that sections of the marina's
bulkhead, decking, and retaining walls were in an advanced state of deterioration.
After we notified Parks officials of our findings, they conducted their own
inspection and immediately issued a Notice to Cure requiring that Dyckman make
the necessary repairs. Finaly, Dyckman did not obtain a permit for moving silt
away from the marina—a serious violation of environmental regulations.

Consequently, we recommend that Dyckman:
Pay the City $59,911 in additional license fees owed.

Pay the Department of Environmental Protection $6,558 for water
charges.

Given the audit findings in this report, it is obvious that Parks must
consider terminating its agreement with Dyckman if Parks believes that Dyckman
is either unwilling or unable to keep books and records and account for all
revenue, as required by the agreement. At a minimum, Dyckman'’s failure to
report all its revenues on its Gross Receipts Statements, its failure to maintain the
necessary supporting documentation, and its lack of internal control issues must
be addressed. Accordingly, if Parks decides not to terminate its agreement with
Dyckman, Parks should require that Dyckman:

Pay the City $59,911 in additional license fees.
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Pay the Department of Environmental Protection $6,558 for water
charges.

Immediately ingtal a point-of-sale system.

Maintain records of al boat space rentals and services (e.g., boat
agreements, invoices).

Use pre-numbered contracts to document boat space rentals.

Report al gross revenue to the City including the fair market value of
docking fees from al barter agreements.

Obtain written approval from Parks for al sublicense agreements.
Comply with the New Y ork State liquor law by purchasing a cohol
only from authorized wholesale distributors and by maintaining
adequate records of liquor purchases and saes.
Immediately repair the floating docks and walkways.
Obtain the required permits for silt relocation.

If Parks decides not to terminate Dyckman’s agreement, we recommend that

it periodicaly audit Dyckman and inspect its facilities to ensure that it is adhering to
the terms of the agreement.

Discussion of Audit Results

The matters covered in this report were discussed with Dyckman and
Parks officials during and at the conclusion of thisaudit. A preliminary draft
report was sent to Dyckman and Parks officials and discussed at an exit
conference held on May 24, 2002. On May 30, 2002, we submitted a draft report
to Dyckman and Parks with a request for comments. Written responses were
received from Parks on June 10, 2002, and from Dyckman on June 14, 2002.

Dyckman’s President stated in his response that he disagreed with our
audit estimates of underreported gross receipts, but agreed to comply with the
audit’s recommendations. In addition, the President stated that Dyckman will pay
the Department of Environmental Protection $6,558 to satisfy the outstanding
water bill.
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With regard to silt relocation, the President stated: “One thing we find
very troubling is the accusation that we removed or moved silt away from the
marina. We never did anything of that sort.”

Regarding hazardous conditions at the marina, the President stated: “The
floating docks and finger docks that appeared to be in a further deteriorated
condition since the September 7, 2001, visit were in the process of being
renovated in order to bring them up to standard by the summer season which for
us began on May 1, 2002. They are amost completed for the season.”

Auditor Comment: We do not accept the claim of Dyckman’s President that silt
was not “removed or moved”’ from the marina. Dyckman’s general ledger
contained two payments totaling $1,650 for “prop washing” at the start of the
2000 and 2001 seasons. At our May 24, 2002, exit conference, Dyckman’s
President acknowledged that prop washing is commonly done at marinas to move
st in order to facilitate the movement of boats. Clearly, Dyckman’'s President is
aware of the seriousness of his actions and has decided to claim that they never
occurred.

In its response, Parks stated that it has elected to allow Dyckman to
continue its operation of the marina and restaurant if Dyckman complies with the
Notice To Cure (NTC) issued to Dyckman on June 10, 2002. Specificaly, the
NTC requires that Dyckman pay the audit assessment of $59,911 under a six (6)
month payment plan, contact the Department of Environmental Protection to
settle Dyckman’s past due water charges in the amount of $6,558, implement the
interna control recommendations, submit a formal sublicense agreement between
Dyckman and Conover Canvas, Inc., to Parks for approval, take immediate action
to properly account for al liquor purchases and sales, repair al damaged floating
docks and walkways at the marina, and obtain the required permits for any future
silt relocation projects.

The full texts of the written comments received from Dyckman and Parks
officias are included as addenda to this report.
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INTRODUCTION

Backaground

On December 23, 1998, the City of New York entered into a 15-year license agreement,
through the Department of Parks and Recreation (Parks), with Dyckman Marine Group, Inc.
(Dyckman), to operate, maintain, and manage the Dyckman Marina (marina) on the Hudson River
at the western end of Dyckman Street in Manhattan.

Dyckman is responsible for the rental of moorings and dips, and the operation of the Tubby
Hook Café, a restaurant at the marina. The agreement also requires Dyckman to operate a boat
supply shop, a sailing school, and a boat club for use by the public, once Dyckman completes the
capital improvements called for by the agreement to accommodate these facilities.

Under the agreement, Dyckman is required to pay the City the greater of a minimum annual
fee that escalates each year from $18,000 in year-one to $35,639 for the final year of the agreement,
or 10 percent of its gross receipts. Gross receipts are defined as all funds received by the licensee
without deduction or set-off of any kind from the sale of food and beverages, use of the marina, the
licensing of the premises for private functions, or related services of any kind.

Dyckman is required to refurbish and enhance the marina's facilities by spending a
minimum of $400,000 in capital improvements. The improvements are to be completed in three
phases. Phase |, scheduled for completion by 2001, requires Dyckman to spend $160,000 to build
a restaurant; make eectrical and plumbing upgrades; repaint and refurbish the Quonset hut;! and
install permanent bathrooms, a security system, new fencing, and better outdoor lighting. Phase Il,

1 The Quonset hut is alarge structure used to store marina equipment and to repair boats.



scheduled for completion in 2003, requires Dyckman to spend $193,800 towards improvements
to the boat dips and moorings, and to include a boat supply shop in the Quonset hut. Phase IlI
requires Dyckman to spend $46,200 to operate a sailing school and boat club. (Phase 111 does not

have a set completion date.)

Dyckman is aso required to maintain the proper levels of fire, property, and comprehensive
insurance coverage; submit monthly gross receipt reports and annua income and expense reports to
Parks, maintain an $8,910 security deposit with the City; and pay dl utility costs, including those
for water use. For the period, January 1, 2001, through December 31, 2001, Dyckman reported
gross receipts totaling $283,512 and paid $28,351 in license fees to the City.

Objectives
Our audit objectives were to determine whether Dyckman:

maintained adequate internal controls over the recording and reporting of gross
receipts,

reported its total gross receipts properly, and calculated and paid al required license
feesto Parks on time; and

complied with certain non-revenue-related requirements of its license agreement
(i.e, completed the required capital improvements, carried the proper amounts and
types of insurance, and paid for its water use).

Scope and M ethodoloqy

To achieve our audit objectives, we reviewed the license agreement, gross receipts
statements, license fee payments and other related documents for the marina kept on file at Parks.
We aso reviewed Parks' s Revenue Journa to determine whether the fees paid by Dyckman to the
City were accurate and paid on time. The scope of the audit was January 1, 2001, through
December 31, 2001.

To evauate Dyckman's interna controls over revenue, we interviewed personnel and
conducted a walk-through of the operation. By doing so, we obtained an understanding of the
procedures used for recording and reporting gross receipts. Based on our interviews, an
examination of the marina’s rental agreements and other documentation that was provided, we
determined that Dyckman did not have sufficient controls in place to ensure that al receipts were
recorded and properly reported to Parks. Consequently, we undertook a complete examination of
al the documentation that we could obtain of gross receipt transactions for calendar year 2001 to
calculate independently the gross receipts generated by the marina and the license fees that are due
the City.



To determine whether Dyckman properly recorded and reported its gross receipts, we
compared the amounts in the monthly gross receipt reports submitted to Parks and the amounts in
Dyckman's general ledger. To test the accuracy of Dyckman's genera ledger, we traced al
supporting documentation (i.e., invoices, contracts for dip and mooring rentals) to the genera
ledger. We could not use Dyckman's 2001 corporate tax return to substantiate its revenue earnings
because as of April 2002, Dyckman did not provide it to us despite severa requests.

We conducted two physical counts of the boats at the marina—one on July 24, 2001, and a
more detailled count from August 30, 2001, to September 7, 2001, that included measuring the
length of each boat—to determine whether Dyckman had provided us with a written rental
agreement for each of the boats observed on those days. We then caled severa customers to verify
their contract rates and spoke with Parks officials to ensure that the rates charged were within
agreement guidelines.

To trace the revenue received from the restaurant to Dyckman’s general ledger, and to the
amounts reported to Parks for calendar year 2001, we tried to review dl the food and beverage
documentation for this period (e.g., guest checks, cash register receipts, purchase orders, receipts).
However, Dyckman provided incomplete documentation to support its records. Therefore, we
independently contacted one food distributor and three beer distributors recorded in the generd
ledger and had them provide us with invoices of the purchases made by Dyckman during calendar
year 2001. We then used the distributors' records to determine the quantities of food and beverages
sold at the restaurant.

We adso requested that Dyckman provide us with records showing the progress made
towards complying with the provisons of the agreement on capital improvements. Dyckman
provided us with canceled checks to contractors for our review. We then conducted a physica
ingpection of the marina and noted the presence of hazardous conditions and deteriorating piers.
We returned with an engineer from the Comptroller’s Bureau of Engineering to assess the
conditions we found. He recommended that the conditions be repaired immediately. Accordingly,
we notified Parks officials, alerting them to the serious and unsafe conditions. Subsequently, Parks
issued Dyckman a “Notice To Cure,” so that conditions would be corrected without delay. (See
lettersin Appendix 1.)

Findly, to determine whether Dyckman complied with other maor non-monetary
provisions of its license agreement, we reviewed copies of certificates of insurance to make certain
that the appropriate insurance coverage was maintained. We verified whether Dyckman made the
appropriate security deposit, paid its design review fee, and paid utilities and water bills, as required
by the agreement.



Scope Limitation

To corduct our audit of the license agreement between the Dyckman Marine Group, Inc.,
and the City, we requested that Dyckman provide specific data and detailed information
regarding the reporting and verification of its revenue to Parks. These requests included, but
were not limited to, the underlying documentation to support the amounts recorded in
Dyckman's general ledger for calendar year 2001, and the schedules supporting the amounts
reported on the gross recei pts statements submitted to Parks.

Dyckman did not provide the original source documentation needed to substantiate the
revenue amounts on the reports submitted to Parks. Specifically, Dyckman did not provide cash
register tapes or invoices for food, beverages, and acohol. Instead, Dyckman provided
incomplete records of guest checks, credit card statements, and repair invoices; and provided less
than half of the boat rental agreements. As a result, we were unable to determine whether
Dyckman reported all of its revenue to the City or calculated correctly the fees it owed the City.
The incompleteness of the records that were provided indicates that accurate records are not
being maintained. These actions violate 8§ 5.1 of the license agreement, which states in part:

“Licensee, during the term of this license, 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 Recel pts therefrom.”

This 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 performed in accordance with the City Comptroller's audit
responsibilities as set forth in Chapter 5, § 93, of the New Y ork City Charter and 8§ 6.1-6.2 of the
licensing agreement.

Discussion of Audit Results

The matters covered in this report were discussed with Dyckman and Parks officials
during and at the conclusion of this audit. A preliminary draft report was sent to Dyckman and
Parks officials and discussed at an exit conference held on May 24, 2002. On May 30, 2002, we
submitted a draft report to Dyckman and Parks with a request for comments. Written responses
were received from Parks on June 10, 2002, and from Dyckman on June 14, 2002.

Dyckman’s President stated in his response that he disagreed with our audit estimates of
underreported gross receipts, but agreed to comply with the audit’'s recommendations. In
addition, the President stated that Dyckman will pay the Department of Environmental
Protection $6,558 to satisfy the outstanding water hill.



With regard to silt relocation, the President stated: “One thing we find very troubling is
the accusation that we removed or moved silt away from the marina. We never did anything of
that sort.”

Regarding hazardous conditions at the marina, the President stated that: “The floating
docks and finger docks that appeared to be in a further deteriated condition since the September
7, 2001 visit were in the process of being renovated in order to bring them up to standard by the
summer season which for us began on May 1, 2002. They are almost completed for the season.”

Auditor Comment: We do not accept claim of Dyckman’s President that silt was not “removed
or moved” from the marina. Dyckman's genera ledger contained two payments totaling $1,650
for “prop washing” at the start of the 2000 and 2001 seasons. At our May 24, 2002, exit
conference, Dyckman’s President acknowledged that prop washing is commonly done at marinas
to move silt in order to facilitate the movement of boats. Clearly, Dyckman’'s President is aware
of the seriousness of his actions and has decided to claim that they never occurred.

In its response, Parks stated that it has elected to allow Dyckman to continue its operation
of the marina and restaurant if Dyckman complies with the Notice To Cure (NTC) issued to
Dyckman on June 10, 2002. Specifically, the NTC requires that Dyckman pay the audit
assessment of $59,911 under a six (6) month payment plan, contact the Department of
Environmental Protection to settle Dyckman’s past due water charges in the amount of $6,558,
implement the internal control recommendations, submit a formal sublicense agreement between
Dyckman and Conover Canvas, Inc. to Parks for approval, take immediate action to properly
account for al liquor purchases and sales, repair all damaged floating docks and walkways at the
marina, and obtain the required permits for any future silt relocation projects.

The full text of the written comments received from Dyckman and Parks officias is
included as an addendum to this report.

OFFICE OF THE COMPTROLLER
NEW YORK CITY

DATE FILED: June 24, 2002



FINDINGSAND RECOMMENDATIONS

Dyckman charged dip and mooring rental fees in accordance with Parks's approved
rates, paid license fees on time, paid the design review fee, remitted the required security deposit to
the City, and maintained workers compensation and genera liability insurance. As part of the
improvements completed, Dyckman has installed new fencing around the marina, built a restaurant
that contains restrooms, and removed debris from the property, as required by the agreement.
However, Dyckman does not have adequate internal controls over its gross receipts. In addition,
Dyckman did not report to Parks an estimated $599,114—68 percent of its gross receipts.
Consequently, Dyckman owes the City additional licensing fees totaling $59,911. In addition,
Dyckman has unpaid water bills totaling $6,558 as of April 8, 2002. Dyckman also violated New

York State liquor laws by not maintaining records of business transactions related to purchases
and sales of alcoholic beverages.

Our physical inspection of the marina found that sections of the marina's bulkhead,
decking, and retaining walls were in an advanced state of deterioration. After we notified Parks
officials of our findings, they conducted their own inspection and immediately issued a Notice to
Cure requiring that Dyckman make the necessary repairs. Finaly, Dyckman did not obtain a
permit for moving silt away from the marina—a serious violation of environmental regulations.

Dyckman Violated Its License Agreement
By Not Reporting All of Its Revenueto the City

Our review of Dyckman's records reveded dgnificant internal control weaknesses.
Specifically, records were incomplete and therefore unreliable. Since transactions and receipts were
not accurately recorded, we could not be certain that Dyckman reported all of its revenue from the
marina and the restaurant. For example, Dyckman did not maintain rental agreements for al of its
boat space rentals, did not use cash registers to record restaurant sales, and did not have a point-of-
sde system. 2

Moreover, Dyckman underreported its revenue; therefore, it did not pay al fees due the
City. For the caendar year 2001, Dyckman reported revenues totaling $283,512 and paid the City
$28,351 in licensing fees. However, Dyckman did not report an estimated $599,114 in revenue on
its gross receipts statements to Parks. This unreported amount represents 68 percent of Dyckman's
total revenue for the year. Accordingly, Dyckman owes the City $59,911 in additiona fees, as
shown in Table I, on the next page. Our methodology for estimating the amount of unreported
revenue is discussed in the following sections of this report.

2 A computerized system that tracks the purchase of items from the point of sale.
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TABLE |

Schedule of Revenue Underreported

by Dyckman During Calendar Y ear 2001

Source of Amount Reported | Amount Determined | Amount of Gross FeesDue
Income by Dyckman by the Auditors Receipts
to Parks Not reported

Restaurant Food $181,001 $722,518 $541,517 $54,152
and Beverage Sales

Marina Revenue 94,110 122,447 28,337 2,833
Other Income 8,401° 37,661 29,260 2,926
Total $283,512 $882,626 $599,114 $59,911

a Dyckman’s other income includes rental payments received from Conover Canvas, Inc., and asiterental fee from a production
company for afilm shoot.

Dyckman Underreported Revenue
From Food and Bever age Sales

Dyckman did not report an estimated $541,517 in revenue from the sde of food and
beverages at its restaurant, the Tubby Hook Café. Consequently, Dyckman owes the City an
additional $54,152 in license fees. Although Dyckman reported $181,001 in gross receipts to Parks
for calendar year 2001, we determined that $722,518 is afar more realistic amount.

Our review of Dyckman's books and records showed that restaurant transactions were
haphazardly recorded. To compound this problem, the restaurant does not have a cash register to
record sales, and according to Dyckman personnel, guest checks are discarded. However, in early
October 2001, while at the marina, we came across a bag of guest checks dated August 28, 2001,
through September 30, 2001. We sorted the bag of guest checks and found that Dyckman did not
issue dl pre-numbered guest checks in a sequential and systematic order. This resulted in missing
guest checks and potentially unreported revenue to the City. The guest checks for August 28, 2001,
through September 30, 2001, started with #357394 and ended with #988849, a total of 631,456
guest checks. However, Dyckman contended that only 228 guest checks were issued during that
one-month period. Thus we cannot confirm whether all restaurant receipts were recorded on
Dyckman’s books and reported to Parks. (Appendix Il shows the date and sequential issuance of
pre-numbered guest checks issued.)

To perform our own assessment of the amount of food sold by the restaurant, we obtained
invoices of food purchases made by Dyckman from its food distributor, Sysco. During the months
of March through September 2001, Dyckman purchased $83,867 in goods from Sysco. Based on
the cost of goods sold at the restaurant, we estimated that the total receipts for food sold at the



Tubby Hook Café for this period should have amounted to at least $226,440.2 (Appendix |1l shows
our calculations of food revenue.)

We then contacted three of Dyckman's beer distributors. Invoices provided by the
distributors for the period March through September 2001, and a physical count of Dyckman's
unsold beer indicated that Dyckman's beer sales totaled, conservatively, $310,049. Since we could
not determine where Dyckman purchased its liquor, wine, and soft drinks, we contacted an operator
of two similar Parks concessions in Manhattan and asked what percentage of its beverage sales are
derived from liquor, wine, and soft drinks.

According to the operator, liquor, wine, and soft drink sales represent between 25 and 50
percent of total beverage sales. By using the midpoint of 37.5 percent, we estimated that, based on
beer sdles of $310,049, Dyckman made at least $186,029 in liquor, wine, and soft drink sales.
Therefore, we estimate that Dyckman’s total beverage sales for 2001 should have amounted to at
least $496,078. (Appendix IV shows our calculation of beverage revenue.)

| nadequate Controls Over M arina Revenue

Dyckman does not have sufficient internal controls to ensure that rental revenue from boat
dips and moorings is properly recorded. Furthermore, Dyckman did not always generate a rental
agreement or invoice when boat dips and moorings were rented. Consequently, we could not rely
on Dyckman's records to confirm the accuracy of the revenue reported to Parks.

We conducted two physical counts at the marina and found atotal of 70 boats docked at the
marina. However, Dyckman provided contracts and invoices for only 46 of the 70 boats, totaing
$81,827. For seven of the remaining 24 boats, Dyckman had entered into verbal barter agreements
with boat owners who, in exchange for various services, including dock repairs and nighttime
security, received free dip or mooring rentals. The total value of these seven barter agreements,
$15,300, should have been reported to Parks as marina revenue. We were unable to determine the
precise amount of revenue generated from the remaining 17 boats.

Based on Dyckman’s summer rate ($60/ft.) we calculated that these 17 boats (total footage
422ft.) should have generated at least $25,320 in rental revenue. We therefore, calculated that
marina revenue for calendar year 2001 should have been at least $122,447 instead of the $94,110
reported by Dyckman. Consequently, Dyckman owes the City $2,833 in additional license fees for
the $28,337 in unreported revenue. (Appendix V shows our calculation of rental revenue.)

3 According to the New Y ork State Restaurant Association, quick-service establishments such as the Tubby Hook Café
charge a 300 to 400 percent sales mark-up, but expect food spoilage equivaent to three to 10 percent of the cost of the
food.



Dyckman Does Not | ncludethe Receipts of a
Sublicensed Canvas Repairer in Its Gross Receapts

Dyckman permits Conover Canvas, Inc., to repair canvas boat covers a the marina
Dyckman did not obtain permission from Parks to enter into a sublicense agreement with Conover,
as required by its agreement.* Dyckman officials stated that they do include a rental fee they receive
from Conover in Dyckman's gross receipts statements.® According to Dyckman officias, the
agreement between Dyckman and Conover is verba and required that Conover pay Dyckman a
rental fee of $7,401 for caendar year 2001. Even if Dyckman reports the correct amount from its

rental fee to Parks, this does not meet the requirements of the license agreement to report the sales
made by Conover.

According to records provided by Conover, additiona revenue from canvas repairs

amounted to $29,260 in 2001. Therefore, Dyckman should have reported this additiona revenue as
part of its gross receipts to Parks and paid an additional $2,926 in license fees.

Noncompliance with State Liquor L aws

Dyckman violated the State liquor law by not maintaining records of business transactions
related to the purchase and sale of alcoholic beverages during the year. According to 8 106, Part
13,936, of the New Y ork State Alcoholic Beverage Control (ABC) Law:

“Each retal licensee for on-premises consumption shal keep and
maintain upon the licensed premises, adequate records of all transactions
involving the business transacted by such licensee which shall show the
amount of acoholic beverages, in galons, purchased by such licensee
together with the names, licensee numbers and places of business of the
persons from whom the same was purchased, the amount involved in such
purchases, as well as the sdes of acoholic beverages made by such
licensee.”

Further, we found that Dyckman purchased at least $1,088 in liquor from a retail liquor
store. Therefore, Dyckman officials violated a State Liquor Authority law that requires al
license holders to purchase alcohol solely from licensed manufacturers and wholesalers.

4 Dyckman’'s agreement with Parks states, “Should Licensee choose to assign or sublicense the management and
operation of any element of the Licensed Premises to another party, Licensee shall seek the approval of the
Commissioner by submitting awritten request.”

5 Dyckman’ s agreement with Parks states that “gross receipts shall also include al sales made by any other operator. . .
using the Licensed Premises.”
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Hazar dous Conditions | dentified at Dyckman

On September 7, 2001, inspections by a Comptroller’s Office engineer identified unsafe
conditions at the Dyckman marina. The engineer noted that sections of the marina’s bulkhead,
decking, and retaining wall were in an advanced state of deterioration. § 12.5 of the licensing
agreement states, “All docks/floats/finger docks/piers shall be maintained on a year-round basis
with any needed repairs performed promptly.” In an October 5, 2001, |etter, we notified Parks
officials of these serious conditions. Subsequently, Parks conducted its own inspection and
issued Dyckman a Notice To Cure to make the necessary repairs. (See letters in Appendix 1.)
According to Parks officias, Dyckman, as of January 24, 2002, has disposed of the damaged
floating dock, cordoned off the perimeter over the bulkhead, submitted engineering reports, and
requested bids for repairs. Parks further stated that under its agreement, Dyckman is not required
to complete bulkhead repairs until 2003. On April 30, 2002, we observed that Dyckman did in
fact cordon off the area over the bulkhead. However, the floating docks have further deteriorated
since our September 7, 2001, visit.

Contract Compliance | ssues

Dyckman generally adhered to certain non-revenue requirements of its license agreement.
As part of the capital improvements completed, Dyckman has ingtalled new fencing around the
marina, built a restaurant with restrooms, and removed debris from the property. Also, Dyckman
paid its monthly license fees on time, paid the design review fee, remitted the required security
deposit to the City, and maintained workers compensation and genera liability insurance, as
required by the agreement.

However, Dyckman did not obtain a permit for moving sit away from the marina, and
further into the Hudson River—a serious violation of environmenta regulations.® According to
Dyckman's President, on three occasions, he hired a firm to scrape a layer of st from the floor of
the Hudson River and move the slt away from the marina. However, according to the U.S. Army
Corp of Engineers, a permit must be obtained for any movement of silt because improper removal
can pose a serious environmental hazard.

Furthermore, Dyckman owes the City $6,558 for outstanding water use through April 8,
2002. As part of its license agreement, Dyckman is required to pay the City for its water use.

6 Silt is sediment suspended in stagnant water or carried by moving water, that often accumulates at the bottom of
rivers, bays, etc.
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Recommendations

1. Dyckman should pay the City $59,911 in additional license fees owed.

Dyckman Response: “ The estimates made in the comptroller’s audit, we believe, though
based on best guestimate data, greatly overstate the gross revenues the Tubby Hook Café
should have earned. We are, however, unable to disprove his estimated numbers. . . .We
respectfully disagree with your monetary findings, we are, however, prepared to abide by
your recommendations.”

2. Dyckman should pay the Department of Environmental Protection $6,558 for water
charges.

Dyckman Response: “We will be paying the DEP [the Department of Environmental
Protection] $6,558 in satisfaction of our recently determined water bill.”

3. Given the audit findings in this report, it is obvious that Parks must consider
terminating its agreement with Dyckman if Parks believes that Dyckman is either
unwilling or unable to keep books and records and account for al revenue, as
required by the agreement. At a minimum, Dyckman's failure to report al its
revenues on its Gross Receipts Statements, its failure to maintain the necessary
supporting documentation, and its lack of internal control must be addressed.
Accordingly, if Parks decides not to terminate its agreement with Dyckman, Parks
should require that Dyckman:

Immediately ingtal a point-of-sale system.

Maintain records of al boat space rentals and services (eg., boat agreements,
invoices).

Use pre-numbered contracts to document boat space rentals.

Report dl gross revenue to the City including the fair market value of docking fees
from al barter agreements.

Obtain written approval from Parks for al sublicense agreements.
Comply with the New York State liquor law by purchasing acohol only from
authorized wholesale distributors and by maintaining adequate records of liquor

purchases and sales.

Immediately repair the floating docks and walkways.

11



Obtain the required permits for st relocation.

Parks Response: “DPR [Parks] has elected to alow Dyckman to continue its operation
of the marina and restaurant subject to its full compliance with the attached Notice to
Cure (NTC) which requires that Dyckman remedy the deficiencies noted in the
Comptroller’s audit report. Dyckman is required to pay the audit assessment of $59,911

. under six (6) month payment plan, and must contact the Department of
Environmental Protection to settle Dyckman’'s past due water charges in the amount of
$6,558.”

The NTC aso required that Dyckman:

Take immediate action to implement al of the audit’s recommendations
for accounting internal controls.

Submit to Parks for consideration and approval within thirty (30) days, a
forma sublicense agreement between Dyckman and Conover Canvas,
Inc. Also, Dyckman must include al gross receipts of the sublicensee in
its revenue statements to Parks.

Purchase alcohol only from authorized wholesale distributors and
establish the necessary record keeping procedures to account for all
liquor purchases and sales.

Take immediate action to repair al damaged floating docks and
walkways at the marina.

Obtain the required permits before undertaking any silt removal project.

If Parks decides not to terminate Dyckman’'s agreement, then we recommend that Parks
ensure that Dyckman:

4. Paysthe City $59,911 in additiona license fees.
5. Paysthe Department of Environmental Protection $6,558 for water charges.
6. Complies with the remaining recommendations made in this report.

Parks Response: “These recommendations have been addressed by DPR'’ s issuance of the .
..NTC.”

7. Isperiodically audited and its facilities ingpected by Parks to ensure that it is adhering to
the terms of the agreement.

Park Response: Parks's Assstant Commissioner for Revenue requested that Parks's
Internal Auditor, “conduct a follow-up review in two months to verify that Dyckman has
fully complied with al audit recommendations. . . . [and] that he include Dyckman on his
annual audit plan for F/Y 04.”
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TELEPHONE: (212) 380-8459

THE CITY OF NEW YORK FAX NUMBER: (212) 380-8878
OFFICE OF THE COMPTROLLER
1 CENTRE STREET ROOM 530 WWW.COMPTROLLER.NYC.GOV

EMAIL: RLIWER@COMPTROLLER.NYC.GOV

NEW YORK, N.Y. 10007-2341

ALAN G. HEVESI
COMPTROLLER

Roger D. Liwer
EXECUTIVE
DEPUTY COMPTROLLER

October 5, 2001

The Honorable Henry Stern, Commissioner

New York City Department of Parks & Recreation
The Arsenal, Central Park

830 Fifth Avenue

New York, New York 10021

Dear Commissioner Stern:

| am writing to inform you of unsafe conditiors at the Dyckman Marina. As part of our ongoing
audit of the marina, ateam of auditors and an engineer conducted severa inspections of the facility and
noted that sections of the marina s bulkhead, decking, and retaining wall are in an advanced state of
deterioration.  812.5 of the license agreement states, “All docks/floats/finger docks/piers shal be
maintained on a year-round basis with any needed repairs performed promptly.” In addition, the license
agreement requires that the license repair the bulkhead. However, the licensee is not required to
complete bulkhead repairs until 2003. Given the seriousness of the conditions that exist, | urge you and
your engineering department to take immediate action to correct the conditions to ensure the health and
safety of the marina’ s patrons.

Attached is a copy of a report prepared by our engineers and photographs taken during the
inspections. Please advise me of what actions you will be taking to address these problems.

Sincerely,

Roger D. Liwer

cc. Ms. Joanne Imohiosen, Assistant Commissioner for Revenue/DPR
Mr. David Stark, Chief of Fiscal Management/DPR
Mr. Michadl Leonetti, Chief Accountant for Revenue/DPR
Mrs. Peggy Rose Viera, Mayor’s Office of Operations
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THE CITY OF NEW YORK .
OFFICE OF THE COMPTROLLER |-:rAE>I<_ENTJ|_,:/|OB’\|IEER 85; gggg%gg
BUREAU OF ENGINEERING
1 CENTRE STREET, ROOM 650
NEW YORK, N.Y. 10007-1602

Michael P. Rennard, P.E.

CHIEF ENGINEER ALAN G. HEVESI
COMPTROLLER
October 4, 2001
To: Michael Morgese . Assistant Director
From: Joseph Brennan, P.E.
Via: Jonathan Rubin, R.A.
Re: Dyckman Marina Inspection - DPR611
Date: September 10, 2001

On Friday, September 7, 2001, | conducted a brief inspection of the Dyckman Marina,
located at Dyckman St. and the Hudson River, in the borough of Manhattan. The facility is under the
jurisdiction of the New York City Parks Department, and has been leased to a Dyckman Marine Group
Inc.—a private concessionaire. | was accompanied by Mr. Robert Balducci, of the Audit Bureau. At
the site we met Curtis Roinestad and Nicole Clyne of the Audit Bureau who were conducting an audit.
We toured the marina area by a boat driven by an employee of the concessionaire. A number of
photographs were taken. My observations are as follows:

1.) Floating Dock — The floating dock or walkway is generally in good condition, with the
exception of several small areas needing local repairs. A more serious problem exists at
the Southern end of this walkway as is shown in photos 1, 2, 3 . A section of the concrete
decked walkway has broken away and it is no longer riding on the vertical piling. This end
is submerged underwater, and it may be pulling down the adjacent wooden decked
walkway, which is tilted.

2.) Wooden Bulkhead — The wooden bulkhead appears to be generally in poor condition, with
missing and broken members. This is shown in photos 4, 5, 6, 8, 9, and 10.

3.) Stationary Pier — The stationary pier with access ramp to floating dock is in fair to poor
condition. The Southwest corner of this pier has settled and tilted away from the rest of the
structure. This is shown in photo 7. The underpinning of the pier should be thoroughly
examined before restoring the bulkhead. Note, this underpinning is not readily visible.

4.) Dining Area — On the Western end of the outdoor dining area is a concrete retaining wall.

When viewed from the water exposed reinforcing bars are visible. This is seen in photo 11.
This should be repaired as soon as possible.

I'\HE-DPR-611.doc
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Dyckman Marina Inspection
September 7, 2001

The Floating Dock

(Photo No. 1)

The piling support is missing at the end of the wooden walkway, and the walkway is tilted towards the water.

(Photo No. 2)

The concrete and the wooden walkways have broken apart. The wooden walkway is tilted towards the water.
The end of the concrete walkway is submerged under the water.
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(Photo No.3)

The pile support is missing and the concrete walkway is submerged.

The Wooden Bulkhead

(Photo No. 4)

The wooden bulkhead isin generally poor condition.
Parts of the bulkhead are broken or are entirely missing.



(Photo No. 5)

Another view of the bulkhead showing deteriorated beams and underlay.
(Photo No. 6)

This photograph and the next one shows that the bulkhead is settling.
This stationary pier provides access to the floating dock.



APPENDIX |
Stationary Pier

(Photo No.7)

The same area from the opposite (land) side. The corner of the pier has settled and is tilting away from the
rest of the structure.

The Wooden Bulkhead

(Photo No.8)

These photographs of the stationary pier show the rotting of the bulkhead, and the shifting of wooden
crossbeams.



(Photo No.9)

The rotting bulkhead beneath the stationary pier.

(Photo No.10)

Another view of the bulkhead beneath the stationary pier.
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The Dining Area

(Photo No.11)

=
eSump

e 1T

Reinforcement bars are visible in the retaining wall below the outdoor dining area.
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Dyckman Marine Group Inc.
Guest Checkslssued between August 28 to September 30, 2001

APPENDIX |1

Date | ssued Guest Amount
Check
Number
09/14/01 357394 32.90
09/24/01 666505 16.95
09/25/01 666612 16.95
09/23/01 666752 16.00
09/23/01 666756 16.00
09/23/01 666757 14.00
09/23/01 666760 19.00
09/23/01 666769 17.00
09/29/01 666773 41.00
09/30/01 666774 39.00
09/30/01 666775 29.00
09/30/01 666803 10.00
09/28/01 666804 14.35
666805 7.25
666806 21.90
09/29/01 666807 30.95
09/29/01 666809 17.90
09/28/01 666863 25.90
09/28/01 666864 24.90
09/28/01 666865 33.65
09/23/01 666905 30.95
09/23/01 666910 42.75
09/29/01 666914 29.90
666951 78.75
666952 37.80
09/30/01 666955 12.95
09/23/01 667097 21.95
09/24/01 667122 14.95
09/25/01 667129 44.35
667131 7.00
09/23/01 667262 52.60
09/23/01 667263 24.90
09/23/01 667264 14.00
09/23/01 667265 34.90
09/23/01 667266 43.60
09/23/01 667268 50.75
09/23/01 667270 6.00
09/23/01 667271 15.90
09/23/01 667272 11.45
09/28/01 667367 47.80
09/23/01 667419 23.85
667422 7.95

Date | ssued Guest Amount
Check
Number

09/17/01 667866 20.90
09/17/01 667867 12.95
09/17/01 667868 14.95
09/17/01 667869 24.00
09/17/01 667870 16.00
09/23/01 667884 12.85
09/23/01 667885 36.50
09/23/01 667886 15.00
09/23/01 667888 43.00
09/25/01 667890 67.50
09/23/01 667891 25.00

667895 40.50
09/27/01 667924 27.90
09/14/01 667953 44.00

667956 76.36
09/14/01 668157 31.90
09/15/01 668159 3.50
09/15/01 668160 40.70
09/15/01 668161 22.95
09/15/01 668162 10.95
09/15/01 668164 35.15
09/15/01 668165 66.40
09/23/01 668232 70.00
09/23/01 668233 6.90
09/23/01 668237 15.00
09/23/01 668240 18.00
09/23/01 668241 7.00
09/23/01 668242 26.00
09/23/01 668243 8.95
09/23/01 668244 6.95
09/15/01 668328 12.00
09/15/01 668329 23.95
09/15/01 668330 34.85
09/15/01 668331 15.95
09/15/01 668333 10.00
09/15/01 668334 28.90
09/15/01 668335 35.50
09/15/01 668336 16.95
09/15/01 668337 12.00
09/15/01 668340 5.50
09/17/01 668470 22.90
09/17/01 668472 12.00
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09/17/01 667554 19.50
09/23/01 667563 21.69
09/23/01 667565 26.85
09/23/01 667570 46.30
09/23/01 667571 22.40
09/23/01 667572 47.75
09/28/01 667723 51.00
09/28/01 667725 18.00
09/17/01 667854 18.00
09/05/01 668851 18.95
09/05/01 668805 14.00
09/15/01 668857 32.90
09/15/01 668859 11.35
09/15/01 668860 8.00
09/15/01 668861 30.90
09/15/01 668862 35.90
09/15/01 668863 8.00
09/15/01 668865 38.00
09/15/01 668880 23.65
09/04/01 668903 26.00
09/04/01 668904 14.50
09/04/01 668906 18.15
09/04/01 668911 5.00
09/04/01 668913 18.15
09/05/01 668914 24.16
09/05/01 668915 7.00
09/05/01 668916 16.95
09/05/01 668918 41.10
829715 29.90
829716 15.95
09/06/01 829732 13.00
829881 91.70
829889 25.00
829933 25.75
08/28/01 830044 22.95
830046 7.00
830081 29.90
830084 17.10
830091 2.50
830369 4.00
830373 18.00
830389 9.00
830504 57.50
830571 15.95
830575 21.00
830582 53.85
830599 4.00
09/05/01 830637 62.35

09/23/01 668512 26.50
09/06/01 668662 22.55
09/06/01 668702 47.00
09/10/01 668725 23.20
09/10/01 668726 28.00
09/10/01 668729 36.70
09/10/01 668730 6.00
09/10/01 668731 21.95
09/05/01 668802 6.00
830967 17.75
830968 16.95
09/04/01 831876 39.95
09/29/01 866852 22.50
988018 16.90
09/06/01 988166 21.85
830969 23.95
830971 41.85
830972 24.90
830980 34.85
830981 22.85
830983 12.85
830987 10.95
830990 6.95
08/28/01 831003 37.30
831005 23.50
08/28/01 831006 26.90
08/28/01 831008 21.90
08/28/01 831009 8.50
08/28/01 831010 26.90
08/28/01 831011 34.90
831016 49.00
08/28/01 831017 39.80
09/10/01 831096 24.90
08/27/01 831102 18.25
831111 22.40
08/28/01 831151 4.00
08/28/01 831152 8.95
08/28/01 831154 21.90
08/28/01 831155 4.00
08/28/01 831156 14.75
08/28/01 831157 26.40
08/28/01 831158 3.50
08/28/01 831159 41.40
08/28/01 831160 17.00
08/28/01 831201 83.80
831302 42.85
831304 85.70
831306 25.50
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831307 13.00
831310 8.00
831313 13.90
09/12/01 831442 5.00
09/12/01 831443 10.00
09/12/01 831444 12.00
09/12/01 831445 39.90
831502 18.00
831504 8.50
831511 45.00
831512 2.00
831604 24.40
831609 6.95

08/28/01 830672 14.75
08/28/01 830675 25.90
08/27/01 830729 33.53
08/27/01 830730 11.00
08/27/01 830734 8.95
08/27/01 830735 41.80
830868 12.95
830869 58.60
830876 31.90
830880 10.45
830881 16.45
830882 23.85
08/28/01 830960 52.50
831612 26.85
831613 21.90
831614 17.95
09/06/01 831712 25.00
09/06/01 831713 16.00
09/06/01 831715 8.00
09/06/01 988167 8.00
09/06/01 988169 16.00
08/28/01 988353 8.00
988360 28.20
09/15/01 988694 26.00
09/15/01 988695 35.10
09/15/01 988696 54.85
09/15/01 988697 17.95
988781 13.20
988802 25.50
08/27/01 088843 8.00
08/27/01 088845 46.80
08/27/01 088846 8.00
08/27/01 988847 5.00
08/27/01 988848 51.90
08/27/01 088849 46.75
Total $ 5,679.64
Amount
Total Guest Checks 228




Schedule of Estimated Food Sales
at Dyckman’s Tubby Hook Café

Month Amount of Food
Purchased
March 2001 319.67
April 2001 1,965.24
May 2001 6,952.53
June 2001 15,556.50
July 2001 24,661.48
August 2001 25,282.09
September 2001 9,129.05
Total Cost 83,866.56
Less 10% Spoilage (8,386.66)
Cost after Spoilage 75,479.90
300% Sales Markup 226,439.70

Total Estimated Food Sales

$226,439.70

APPENDIX |11
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Schedule of Estimated Bever age Sales
at Dyckman’s Tubby Hook Café

BEVERAGE
Name of Distributor (s) Cost of

Pur chases
Oak Beverages $10,961.18
Manhattan Beer 70,820.90
Anheuser Busch 1,771.35
Less Ending Inventory (1,093.63)
Total Cost of Beer
Purchases $82,459.80
Average Cost 0.84
Per Bottle
Average Sdle Price 4.00
Per Bottle
Percentage Markup 376%
of Cost
Total Estimated Beer
Sales $310,048.84
Total Estimated
Liquor, Wine and
Soft Drink Sales
(37.5% of total $186,028.80
bever age sales)*
Total Beverage Sales $496,077.64

* According to two smilar concessions in Manhattan, liquor, wine, and soft drink
sales represent approximately 25 to 50 percent of their total beverage sdles. We
used 37.5 percent as abasisin determining liquor, wine and soft drink sales.



Schedule of Estimated Rental Revenue

APPENDIX V

Estimated Barter Agreements | Amount Total
Summer | Summer Rate($60/ft) | Paid Per | Rental
Rate Winter Rate ($40/ft) | Contract | Revenue

($60/ft) or Invoice

Number of Boats 17 7 46

Total Footage 422 153 —

Rate Per Foot 60 100 —

Amount $25,320 $15,300 $81,827 | $122,447
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Addendunyi - Besvonse frony the
- Dyekmian Maring Group, Ine,

E.GROUP, INC.

348 Dyelotaan Striet
CHew York, WY 10034

une 13,2002

Mr. Roger D Uiwer

fssistant Comptrotler for Audits
The City of Mew York

rfice of'the Comptroller
Rureau of Andits

¥ Cangre Street, Reom 1100
Tew York, NY 10007.2341

Dear bp, Liwer,

1o Tammryi A 1995 the Diyekman Marine Group, Inc. (DMGY took possession of what, in

glowing terms, could only be deseribed a5 a dilanidaged, rupdown, aotmenaged siretch of New

Vork City waterfront known as the Dyckman Boatyard. It was, to our kKnewledge, the worst

lcemsee {in terms of money owed the City) in Parks and Reqaatzmi s fisfdotn owiag six figwre
CATTEars in imerxse fers not paid. .

Et was. wo'had been told. ®...a blight...” on the very civnamm and zapidly changing community
of Tnwood and it was diirdx,hng cieme:nts detrimental wihe very famxiy oriented padple residing
in the-surrounding area.

tustead of being one of a very few public access Iocsations to-the historic “hevitage river Hudson”
it was 4 seedly hangout for drog using low-lifes intersperied with some good people willing, in
the 1ine N'Y'C wadition, 1o ook the other way in order to ufilize the minimsl facilifies to gain
BOTEIS 10 the watet.

By wnderiaking this venture, the DME commnitted to nse its resources to transform this area of
dazay into a vibrant, nexwhbarhﬁod—ﬁﬁendly open Hudsmn Hiveraooess pcmzt forall in NYC o
20y,

We have revitalived the marina (upgraded Ew}m boatyard) ﬂiaasmg ait e undesisables while
malntaining a base of local boaters and fisherman and attracting boating enthusissis and their
tamiliss from three states and four of the $ive boroughs ¢f the C}ty

Conrary 1o an engineering study called “Dyckrman Sireet Maring Feasibitity Study™
commissioned by the Waghinglon Heights Inwood Developient Corporation and prepared by
Raymeond, Parish, Ping & Weiner, Inc. (plannivg and developmént consiltants) and Olko
Enginesring (marine engineering consm*fanw) in November of 1982 wherein théy say that the
cost of developing 4 mariva at the site ean not be justified by fhe-anticivated sevenue stretm. . .we
?:x_hewc that wa bave upgmdeé the existing famkty m & Levei abie 1o aftrast and k@ap fazm}y
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Addendum L~ Restionse from the
" Dveknan Marine Group, Ine,

sleasure bosters many of whom have been very forthcoming with praise of the job we bave been
able o do, including providing a securs and safe environment.

Parts of the bulichead are in ¢ deteriorated condition and were wheh we took possession. Une
main reasod for a large part of the probiem was caused by many years, prior fo ourinvolvement,
of (ily garbage/packer trucks utilizing the area for parking and driving over. This action put
very hiph tonnage loads directly over the area in question, underfolriing the bulkhead strusture. It
took sia whild to end this practice, arcund obe year ago. and have noticéd no further
deteriogation since then, We have howsver cordoned off the area to pedestrian traffic in the
wiltkely event of a structhural compromise.

We are of the belief that the repair of the bulkhead arce isa capital problem for the City of New
York, State and Federal Herltage River Funding should beavailable for that purpose and we
would be more than pleased to assist In obtaining those funds.

The Hoating u}c}m and finger docks that appeared fo be'liy a-furtlier deﬁ:na@é condition since the
September 77, 2001 vislt were jn the process of bemg rencvated in order to bring them up to
standwd by fhe surpnegr season-whick for us bwan on May 1%, 200? They are almost mmpleted
for thegesson.

Onething we find very troubling is the accusation that we removed or moved silt away from the
martaa. We never did anything of that sort. We did nothing viore then what ocoms every thod a
buater takes his or her boat in or out of slip, The propelier setion of every boal entefifig or
leaving the shallower dock aveas has an agitating action of the river bottoin cansing siit
displacernent: The DMG did nothing mere then that, No atlempt was éver made to “move silt
away from the marina” Silt displacement cocurs naturally when a hoat'ts driven over the fver
botlom. No peonits, 1o our knowledge, are rﬁqued for this and the silt quickly returns 1o backfitl
the-area. MNever did we atiernpt 1o remove any viver bottom silt.

The question of waler usage and an curstanding bill o DEP has never been at fssue. What was at
issue was the accuracy of the bill, We received bills in excess of 320,000 for a mere trickle of
water wsage. We requesied on a number of ocodsions that our water ind sewer bill {we have no
sewer) be verified acourate by DEP. We even sent 8 $1,500 good faith payment to thers pending
vorificdtion, The number cited in your réport 65$6,558 is the first verification of the corree
water usage figure and we will gladly pay it.

Contrary to youor report, alt boats at the maring were in fact acconnted for in the reporting of
pross receipts, We are of the belief that ymzr andit is attributing sedsonal rental tates 1o boats that
weis sither trapsient of derelict,

Anpther troubling pm%:ﬁm in your report is the St that you say we never obtained permission
troim Parks fo enter ito a sublicense agreement with Conoyer Canvas, Ine. s convas repafrer who
is renting space in owr Quonset hut, Forther you aré charging us §2,926 of aldditional gross
revenpe feos resulting from vour conchusion that Conover Canvass had gross reverues of
$28,260 Iast vedr and we are responsible for }.G%,-c}f that rvenber.
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Addenduin I < Response from the
Dveloman Mavine Group: Ine.

Firss of all, Conover Canvas Inc. was a tofant in place when we took over the rarina. We charge
him a very low-rent which we reported every month as ncome to us when figuring gross
receipts. We never had a lease with him and our understanding with him was that he was 2
month to mowth tepant. We have NO relationship to Mr. Conover or his ganvas repair business.
We also kave no means of verifying anything aboot Mr, Conover’s business, including what his
gross. imeome is, nor for that matter do we care o, Mr. Conover iga-small businessrman who we
are probahly going to put out of business because we are not going fokeep hinn as a-tenant
subject fo being assessed 10% of Hs unverifizble gross on top of the 16% we already pay on his
renit. That is 4 moral dilerana which we are not required to resolve. We wish him well,

The Tubby Hook Catd, where vour audit report finds the greatest probie:ms, is bull s good and
had news story.

We warg able to transform a rubbish dump, including the removal oF 01d ear bodies and boat
skeletons, from a-onee useless piece of undeveloped real estate into what we now betleve fza
new entertainment and river acoess area with the feel of the islands and unlike anything NYC
currently has fo offer.

This was no easy matier, considering the fact that we have never been given a sewer hook upora
natural gas Hine, We built two bathrooms which emipty directly fnto holding sanks that raust be
pumped put on a Tegular basis. We are foreed 1o cook with prcpam {a very imefficient high cost
cooking method) instead of natural gas.

fa the suramer of 2006 we opened The Tubby Heok Café in a bare bones format. It operated that
surmmer 48 what can only be described as u snack bar onthe river. Since very linle waffic came
down to the maring, very little traffic came into the Caf2. Inverdory control wes ag easy as
counting a few bottles and boxes. We had no walt staff; customers put in their orders divectly
irgo-the kitahefn,

During that summer we contired to work on the physicsl {afé site. We put down a 10,000 s,
foot lawn for children to play on; budlt an eating patio on the, poxnt st Tubly Hook (as desionated
un the FHudson River chart) for customers to eaf and drink and enjoy the water while being
physically over the river; and made plaus to build a real bar for cockiail service vnder our Cafg
A :

Adbof this was done with the understanding that at the end of the simmer we would have to take
evierything down and store it for the winter, We did that and managed to survive the winter with
onty o few broken pipes.

With the coming of spring and the knowledge that strmmer was just around the corner we
commienced the start-up procedures for surmmer 2001, We éxpected a slow Bt upverd growih
curve. O the 4™ of huly, we decided to have live entertainment. We had an American fiddier and
his band under the main café temt and a local Latin 3 jazz band outside on the Tukby Hook peint.
Each band played opposing sets and before long the word sgmad wrotiad the ﬁ@1g%zbﬁr}m0é
Before we i{mw what hit us we had many humdreds of peonle erjoyisg the music and food and
drink.’
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Addendim | - Response fromthe
Dryckman Marine Group, Ine.

Nong of us in the Dyckman Marine Group has ever been in the food business before and when
we tan out of food by 3:00 o'clock in the afternoon we reacted the bestwe could, ohiaining
locally the food and supplies we needed and trving to satisfy the new customers we had just
soquired.

Afier that experience, wo over reacied, purchasing Earg,ﬁ; supiplies of food and drink while under

redeting 10 putting proper fiscal and inventory controls in piaace This problem was worsened by
the shortness of the season and the events of September 117, Ivorder 10 install a proper FOS

systemave would have been forced to close ddwn. for apaﬁad of tie in Order to make the

. physteal slie ahmgeq for the instaliation. We could not afford to lose Biat vovepus for the period

and especially we did not want to curtail the incrtia of owr new found fame. We continued

operating, We worked 14~ 16 hour days and enjoyed what we parceived as-our pew found
suceess, We figured we only had 2 conple of months to gat through and then we would set up the

necessary fiseal and inventory controls for summer 2002.

This turned out 1@ be'a bad decision.

Sdoney-that we should have seen we never did. fnventory which we purchased slipped away from
might ander our noses, By the tine we recogmzed whit was happenmg the susmrmet season had
passet anid the fall settled in ) -

W know that we had taken losses and estimated them. We heard that some of our inventory had
been sold o local merchants, and sorne of our rapidly Hired wait stalfhad stolen unspecified
surns of money and they had given oul many free meals and drinks to friends and family,

The sstimates made in the comptroller’s audit, we beliave, though based oo best guestimeate data,
oreatly, overstales the gross revenues the Tubby Hook Cafg shou}d Have sarned. Wy are,
however, unable to disprove his estimated nurbsrs,

Fhis puts us in a very difficult position. In the private sector, when a negative situation is
indicated, you suck it up, make the necessary changes where required and lick your wounds. In
his sttuation we are not oaly forced to lick our woumnds but required to pay a very stiff penalty to
hoot. :

The recorumendations that the Comptroller makes are almost cxa;:ﬂ} what we have already
started to tmplemient and had planned to. ' ‘

Were currently pz;tmz«z ina point of sale syst&m and bad started 10 do so prior o the
& omptronem Teport. .

We are i cc}mphance with all regulating agencies.
We will be paying the DFP $6,558 in- s.atssfactm of our re;cemiy determained water bill

Wetave tghtened up the controls on docmnem;i@g-af a8 boat space rentals,
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Addendum | -+ Résponse fromthe
Dyckinan Marine Group, Ing.

W no longer are entering into barter agreements but if we do faiy madket vaiue will be
a:txibmf:d; i

Repaits are being completed on all floating docks and walkways.

We respectfully disagree with your monetary findings; we are, however, prepared to abide by
vour fecommendiations,

RBespectiully submitted,

oS

Peic;: Blair Shalleck
President

2o Joanme Imobiogen
Assistant Commmisioner, NYC Parks and Recreation

-,




Addendum [l - Resnonse fromthe
City of New York Parks & Recreation

City of New York

Parks & Recreation The Arsenal
Central Park
Mew York, New York 10021

Adrian Benepe
Comumdsstoner

Joanne G. Imohiosen

Assistant Commissioner
Revenue

(212) 360-3404
joanreimoehlosen@parks.nycgoy

June 10, 2002

BY FAX AMNDYMATL

Roger TN Liwer

Assistant Comptroller for Audits

The City of New York

Offiee of The Comptrolier

1 Cenire Street - Room 1100

New Yorl; NY 10007-2341 S

Re: Compiroller’s Draft Audit Report on Dyckman Marine Group, fnc.
January 1, 2001 to December 31, 2001 FMO02-074A, Dated May 30, 2002

Drear Mr. Liwern

This fetter represents the Parks Department (DPR'S), response to the recommendstions
contaitied in the subject gudit of Diyckman Marine Group, Inc, {(Drycloman).

PR has elected 1o allow Dyckman to continue its operation of the marina and restaurant
subject to its full compliance with the attached Notice To Cure {(NTC) which requires that
Lryckman remedy the deficiencies noted in the Compiroliers audit report. Dyekman is required
to pay the audii assessment 0f $59,911 (Recommendation 1) under 2 siv {6} raonth payment plan,
and must contact the Department of Environmental Protection to settle Dyckman’s past due
water charges in the amount of $6,858 (Recommendation 2).

To comply with Recommendation 3, Dyckman must:

® Take immediate action to implement all of the scocunting internal control recornmendations.

o Submit to PR for consideration and approval within thirty (30) days. & formal sublicense
agreement between Dyckman and Conover Canvas, Tno. Also, Dyokman must ingluds all
gross receipts of the sublicenses in its revenue statements to DPR.

e Purchase alcohol only from authorized wholesale distributors and establish the nocessary
record keeping procedures to account for all liquor purchases and sales.

wwwny’c..g':.).é fparks




Addendum IJ - Resnonse from the
City of New Vork Parks & Reereation

Roger D, Liwer
June 10, 26802
Page 2

® Take immediate action to repair all damaged Aoating docks and walkwavs at the marina,
#  Obtain the required permits before undertaking any silt remaval projest.

Recommendations 4 through 7 advise that DPR ensure that Dyvckman:

Recommendation 4. Pays the City $59,511 in additional license fees.

Recommendation 3, Pays the Department of Environmental Protection $6,358 for water
charges,

Recommendation 6. Complies withthe remaining recommendations made in this report.

These recommendations have been addressed by DPR's issuance of the shove mentioned
NTC.

Recommendation 7. Ts perlodically audited and its facilities inspected by Parks to ensire
that it is adhering to the terms of the agreement. -

As indicated in DPR’s NTC, T have requested that Francisco Carlos, DPR Internal Auditor,
conduct & follow-up review in two months to verify that Dyckrran has fully complisd-with afl
audit recommendations. Furthermore, by copy of this letter to Mr. Carlos, T am reguesting that
he include Dyckman on his annual audit plan for F/Y (4.

We thank the Comptroller’s andit stafl for thelr work and efforts in doing this review.

Sincerely,
- P .
/ /?f"&’,{/m.&, - 4/?/%439’*‘-*»
Joanne Imohiosen

c¢: Ron Licberman
Pravid Stark
Francisco Carlos
Charles Kloth
Susan Kupferman, Mayor's Office of Operations




City of New York Parks & Heoreation

ity of New York
Parks & Recreation The Arsenal
Central Park
New York, New York 10071

Adrian Benepe
Commissioner

Toanne G, Imohiosen,
Assistant Commissioner
Revenue

{2312) 360-3404
ioanne imohiosen@parks nycgov

Fune 10, 2002

BY FAX AND MATL

Mr. Peter B. Shalleck, President
Byckman Marine Group, Ine,
348 Dyckman Strest

New York, NY 10034

NOTICE TO CURF i
Re: Comptroller's Draft Audit Report on Dyckman Marine Grouop, Inc.
danuary 1, 2001 te December 31, 2001 FMUZ-0744, Dated Mav 30, 2002

Dear Mr. Shalteck:

This letter addresses the findings and recommendations contained in the subisct
draft audit report on Pyclonan Marine Group, Ine. (Dyckman). Generally, the
Comptrolier’s audit disclosed that Dyckman did not have adeguate internal controls over
1is gross receipts. As a result, the auditors concluded that Dvekman did not report ta the
Parks Department (DFR} an estimated $399,114 of its grogy receipts. Consequently,
Dyckman owes the City additional lizense fees totaling 559,911, In addition the audit
report disclnsed that Dyckman has unpatd water bills totaling $6,558. Dyekman also
violated New York State liguor laws by not maintaining records of business transactions
relatad to purchases and sales of alcoholic beverages, Finally, the audit disclosed that
Dyckman did not obtain a permit for moving silt-away from the marina. This represents o
serious vielation of environmental regulations.

Due to the serious nature of the audt findings contained in the report, the
Comptrofler’s Office has suggested that DPR consider terminating its contract with
Dyckman if DPR belicves that Dyckman is either unwilling or unable to keep books and
records and account for all revenue, as required by the license agreement, To-avoid such
action Dyckmar is required to address and implement the audit recommendations that

follow,

o nycggv/parks ) _.




Addendim It~ Resnonée from the
City of Mew York Parks & Recveation

Peter B, Shalleck
June 14, 2002
Page 2

Recommendation 1. Dyclanan should pay $59,911 in additional lcense faes
owed,

In its examination of Dyckman’s records the suditors determined that the controls
in place were insufficient to ensure that all receipts were recorded and properly reportad
to Parks. Dyckman did not provide the original source documentation needed to
substantiate the revenue amounts o the feports it subsmitted to Parks. Specifically, the
audit report stated that Dycliman did not provide cash register tapes or invoises for food,
beverages, and alcohol. Instead, Dyckman prcvided to the auditors incomplets records of
guest th.ckfs credit card statements, and repair invoices, and provided L,ea than half of

the bout rental agreements. The audit regort concluded that, “The incompleteness of the
records that were provided indicates that accurate records are'not being maintained” by
Dyckman as required by Section 3.1 of its license agreement,

Based on an extrapolation of the information available the auditors caleulated that
Dyeloman underrepafied revenue by $599,1 14 as follows:

¢ 1. Restaurant Food and Beverage Sales 3541517

s 2. Marina Revenue 28,237

s 3. Cther Income 29200
TOTAL £599.114

ADDITIONAL FEES OWED ON 8 59041

UNDERREPORTED REVENUE AT 10%

1. The audit review of Dyckman’s books and records for Foud and Beverage
sales disclosed that:

# Restaurant transactions were haphazardiy recorded.

s The restaurant did not have a cash register to record sales,

#  According to Dyckman persorinel, guest checks are discarded,

+  Dyckman did not issue all pre-numbered guest checks in a sequential and
systematic order.

The auditors based their food and beer sales projections on the actual cost of goods taken
from invoices ebtained from Dyckman’s food and beer distributors. Then, based on the
total beer sales the auditors were able to project Dyckman’s liquor wins and soft drink
sales. The auditors determined that Dyckman should have paid livense fes of $22,644
on food revenue, and 549,608 for beverage sales. The total fee payment for Food and
Beverage sales for 2001 should have been $72,252. Dyckiman only paid $18,100. The
ﬁlff’erence of 854,152 is owed to the Cxi”y
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Citv of New York Parks & Reercation

Peter B. Bhalleck
June 18, 2002
Page3

I

The auditors examination of the marina eperation revealed that

s Dryckman does not have sufficient internal controls to ensure that rental
revenue from boat slips and moorinhgs {s properly recorded,

»  Dyckman did not always generate a rental agreement or invoice when boat
slips and moorings weré rented, The auditors counted 70 boats docked at the
marina however, only 46 contracts and invoices were aceounted for, totaling
381,827,

@ For 7 of the remaining 24 boats, Dyckman entered into verbal barter
agreements with boat owners whe, in exchange for various services, including
dock repairs and nighitime security; received free shp or mooring rentals. The
valoe of these agresments, $15,300 was not reported to DPR,

»  For the remaining 17 boats the auditors caleulated that at least 525,320 in
renial revenue should have been generated.

¢ Based on the auditors caleulations for calendar yvear 2001, marina revenue
should have been at least $122,447 instead of the 394,110 reported by
Gyvclonan.

*  The additional fees owed for underreported Marina Revenue totals 52,833,

3. For "Other Income” the audit report found that:

o Dyckman did not include the receipts-of a sublicensed canvas repairer,
Conover Canvas, Inc., in its gross receipis.

¢ Dyclkman did not obtaln permission from DPR 1o enter infe & sublicense
agreement with Conover, as required by its agreement.

»  Conover’s revenue from canvas répairs which should have been reported to
DPR amounted to 329,260 in 2001,

= The additional fees owed by Dyckman against this revenue is $2,926,

Dyckman has requested that DPR allow themn to repay the outstanding assessment
under an approved installment plan. DPR is agreeable to a six {8) month pavment
schedule as follows;

DUE DATE AMOUNT
July 1, 2002 §10,000
August 1, 2002 10,000
September 1, 2002 10,604
Cetober 1, 2002 10,000
November 1, 2002 10,000
December 1, 2002 8911

TOTAL AMOUNY - 359911 -




Addendun B - Hesponse from the
City of Mew York Parks & Recreation

Peter B, Shalleck
June 10, 2002
Page 4

You-should indicate your epproval with this arrangement by signing and retuming
the enclosed copy of this letter. A check for the first installment of $16,000 should be
mailed to reach this office by July I, 2002

Recammendation 2, Dyckman should pay the Department of Environmental
Protection $6,558 for water charges.

The audit report disclosed that Dyekroan owes the City 56,358 foor outstanding
water use through Apnl 8, 2002, Dyckman is 8fforded twénty (20) days from the date of
this letter to contact the Department of Environmental Protection to arrange for payment
of the outstanding balance. Verification of Dyckinan’s remittance via a copy of the paid
Irvoice or cancelied check should be forwarded to DPR. By copy of this letter to Jeffrey
Shatz, Revenue Division Project Manager, I am tequesting that he fallow this item for
proper settlement.

Recommendation 3. Given the audit findings in this report, it is obvious that
DPR must consider terminatiny its agreement with Dyckman If DPR believes that
Dyckman is either unwilling or unable to keep books and records and acconnt for ali
revenue, as required by the agreement, Ata minimum, Dvekoman’s faiture to report ail ity
revenues on its Gross Receipts Statements, its fallure to maintmn the necessany
supporting documentation, and its Jack of internal control muet be addressed.
Arcordingly, if Parks decides not to terminate its agreement with Dyckman, DPR should
require that Dyckman:

¢ Immediately install & poing-of-sale systerm.

»  Maintain records of all hoat space rentals and services (e.g., boat agrecyients,
nvoices).

= Use pre-numnbered contracts to document boat space rentals.

»  Report all gross revenue to the City including the fair market vaiuce of docking fees
from all barter agreerments,

To correet the record keeping and reporting deficiencies cited in the rudit report
aud this potice, Dyckman must take immediate action t¢ Implement the above
aceounting interpal canfrol recommendations,

«  Obtain written approval from DPR for all sublicense agreements.

Dyckman is afforded thirty {30) days from the date of this fetter to subiait for DPR
consideration and approval a formal sublicense agréement between Dyckian and
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Conover Canvas, Ine. Furthermore, under any approved sublicense arrangement
Dyekman must make certain to include the gross receipts of the siBilicensee is its
revenue statements to DPR.

»  Comply with the New York State liquor law by purchasing alcohol enly from
authorized wholesale distributors and by maintaining ddequate records of liguer
purchases and sales,

Dychman must comply with this recommendstion and shounld take immadiate action
to establish the necessary record keeping procedures to account for altlquor
purchases and sales,

= Immediately repair the floating docks and walkways.

‘The audit report stated that Dyckman’s fioating docks have further deteriorated
since the auditors visit on September 7, 2001, Dyekman should take immediate
action to repair all damaged floating docks and walkways 2t the marinain

accordanee with Section 12.8'of the Heense agreement,
¢ Obtain the required permits for silt relocation.

Before Dyckman undertakes any silt removal project it must obtain the required
permits as recommended by the auditors.

In summary, Dyckrnan should take the following zction to resolve the above cited
deficiencies and positively address the audit report recomimendations:

= Sign and return the copy of this Notice to indicate Dyckman’s agreement with the
payment schedule along with a check-for $10,000 by July 1, 2002,

s Contact the Department of Environmental Profection and pay Dyckman’s outstanding
water charges of 85,558 before July 1, 2007,

o Immediately implement the internal control recommendations under recommendation
3.

e By July 10, 2002, submit a formal sublicense agreement between Dyekman and
Conover Canvas, Inc. to DPR for approval,
Take immediate action to properly account for all liquor purchases and sales,

¢ Take immediate action to repair all damaged floating docks and watkways at the
manna.

e Obtain the required permits for any plonmed silt relocation projects.
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By copy of this letter to Francisco Carlos, DPR Intermal Auditor, ] am requesting
that Tie schedule 2 follow-up review in two months to verify that Dy vokaan has fully
conformed with all audit recommendations.

We anticipate Dyckman's prompt reply and full compliance with this notice,
‘The fatture of Dyckman to completely resolve all of the serious deficiencies noted in the
audi report and this letter, can result {n the termination ifs license agresment.

Sincersly,
) ),
Fe Lo

Joanne Imoliossn

PAYMENT SCHEDULE AGREED TO BY:

Peter B, Shalleck

DATE:

ce: R, Lieberman
1), Stark
F. Carlos
C. Kloth
J. Shatz




