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THE CITY OF NEW YORK 
OFFICE OF THE COMPTROLLER 

FINANCIAL AUDIT 
 

Audit Report on the Compliance of 
Statue Cruises, LLC 

with Its License Agreement 

FM12-122A 
 

AUDIT REPORT IN BRIEF 

On December 12, 2007, the City of New York (City), through its Department of Parks and 
Recreation (Parks), entered into a 10-year license agreement with Statue Cruises, LLC (Statue 
Cruises) for the operation and maintenance of three landing facilities (slips 3, 4, and 5) and 
adjacent walkways in Battery Park, Manhattan. 

Statue Cruises operates ferries between Battery Park and Liberty and Ellis Islands (Ferry), a 
sightseeing cruise (Harbor Cruise), and other ferry operations such as day and night charters.1  
In addition, Statue Cruises, with Parks’ approval, may operate charter events from slips 1 and 2 
in Battery Park. Statue Cruises maintains multiple point-of-sales (POS) locations, including 
ticket offices at Battery Park and Liberty State Park, New Jersey, a call center, a group sales call 
center, and a web store (Statue Cruises’ website).  In addition, Harbor Cruise tickets are sold at 
a portable kiosk located at slip 3 of Battery Park. 

For operating year 2011 (January 1, 2011, to December 31, 2011), Statue Cruises reported 
approximately $39.6 million in gross receipts to Parks and paid approximately $3.2 million in 
license fees. 

Audit Findings and Conclusion 

Our review found that Statue Cruises did not have adequate internal controls to properly 
account for its revenue reporting activities.  As a result, we were not able to ascertain whether 
all revenue is being reported.  For example, there were 108 instances from March through 
August 2012 where Statue Cruises could not account for a total of 45,569 ticket numbers in the 
monthly Sales Journals for its Ferry operation, resulting in estimated unreported revenue of at 
least $592,397.  Also, Statue Cruises does not use a POS system or a functioning cash register 
to record and process transactions at the Harbor Cruise slip.  Furthermore, there was $217,529 
in verifiable charter event and Temporary Use Authorization (TUA) revenue that was not 

                                                        
1 A charter is the hiring of a vessel for a private event for a specified date and time. 
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reported.2  However, due to control issues and the reliability of the information provided, there 
could be additional unreported revenue.  At a minimum, Statue Cruises underreported a total of 
$809,926 and owes the City $83,369—$64,794 in additional license fees plus $18,575 in late 
fees (see Appendix). 

Additionally, Statue Cruises does not segregate its books and records from its New Jersey 
operation and other affiliates, and claims it did not have to pay certain City and State taxes in 
2011.  However, this claim conflicts with a New York State Tax Advisory Opinion (TSB-A-
03(7)S), which could result in a multi-million dollar tax liability for Statue Cruises. 

In addition, Statue Cruises did not maintain portions of the perimeter fencing in good order.  
Finally, Statue Cruises and Parks have not established guidelines for issuing and reporting 
complimentary tickets to the City. 

Statue Cruises maintained the required security deposit, carried the required insurance, and 
submitted the required reports in a timely manner. 

Audit Recommendations 

Statue Cruises should: 

1. Immediately remit $83,369 in additional license fees and late charges due the 
City. 

2. Hire a reputable outside consultant to implement the necessary internal controls 
that would conform to the requirements of the license agreement. 

3. Hire a fiscal monitor, to be approved by Parks, that would ensure adherence to 
established internal controls and proper reporting of gross revenue and license 
fees. 

 

Parks should: 

4. Coordinate efforts with the appropriate taxation authorities to address Statue 
Cruises’ non-payment of taxes.  If found that Statue Cruises must pay the 
necessary tax, Parks should ensure immediate payment of any taxes, interest, 
and penalties that may be assessed.  

5. Ensure that Statue Cruises hires an independent consultant to implement the 
necessary internal controls and that it hires a competent fiscal monitor for the 
duration of the agreement to ensure proper reporting of gross revenue and 
license fees in accordance with the license terms. 

6. Issue a Notice-to-Cure requiring that Statue Cruises pay the $83,369 in 
additional license fees and late charges due the City, and take action to ensure 
that Statue Cruises corrects the internal control deficiencies identified in this 
report. 

7. In conjunction with the National Park Service, consider exercising its rights 
under section 3.3 (a) of the license agreement if Statue Cruises does not comply 
with the Notice-to-Cure. 

                                                        
2 Statue Cruises must receive formal approval from Parks for the temporary use of slips 1 and 2 in Battery 
Park. 
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8. Periodically evaluate Statue Cruises’ internal control procedures to ensure that 
Statue Cruises maintains an adequate system of internal controls, reports all 
revenue, and pays the appropriate license fees. 

Statue Cruises’ Response 

In its response, Statue Cruises disagreed with most of the report’s findings and did not respond 
to the report’s recommendations.  Specifically, Statue Cruises disagreed with the amount of 
missing ticket numbers and the related estimated unreported revenue, claiming that “The 
calculated estimated revenue of $592,397 never existed.”  In addition, Statue Cruises disagreed 
with the questionable exemption for City and State taxes, stating it “fully complies with all 
federal, State and City tax laws” and the unreported TUA fees, stating, “Temporary Use 
Authorization (TUA) or permit fees were fully paid” and “[s]uch claim that Statue Cruises must 
pay twice is illogical….” 

However, Statue Cruises did agree that it underreported charter event revenue, resulting in 
$1,034 additional license fees due.  Further, “Statue Cruises acknowledges that the small 
number of our IT staff limits the effectiveness of internal controls, particularly those relating to 
segregation of duties.  We appreciate the Audit Report suggestion to enhance and improve our 
internal controls by engaging an independent IT/Ticketing system professional to assist in the 
implementation of such additional controls that may be determined for ticketing issuance and 
processing, as well as to periodically review the ongoing effectiveness of such controls.” 

Parks’ Response 

In its response, Parks agreed with all of the report’s recommendations, stating, “Parks has 
requested payment from Statue for the full amount due of $83,369” and “Parks has referred the 
recommendation to the appropriate taxation authority to pursue the determination with Statue 
Cruises.” 
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INTRODUCTION 

Background 

On December 12, 2007, the City, through Parks, entered into a 10-year license agreement with 
Statue Cruises for the operation and maintenance of three landing facilities (slips 3, 4, and 5) 
and adjacent walkways in Battery Park, Manhattan.   

Statue Cruises operates ferries between Battery Park and Liberty and Ellis Islands (Ferry), a 
sightseeing cruise (Harbor Cruise), and other ferry operations such as day and night charters.  
In addition, Statue Cruises, with Parks’ approval, may operate charter events from slips 1 and 2 
in Battery Park. Statue Cruises maintains multiple POS locations, including ticket offices at 
Battery Park and Liberty State Park, New Jersey, a call center, a group sales call center, and a 
web store (Statue Cruises’ website).  In addition, Harbor Cruise tickets are sold at a portable 
kiosk located at slip 3 of Battery Park. 

According to the license agreement, Statue Cruises is required to pay the City the greater of a 
minimum annual fee of $2 million or 8 percent of its annual gross receipts for operating years 1-
5 (2008 to 2012), increasing to 8.5 percent for operating years 6–10 (2013 to 2017) on or before 
the first day of each month.  If the percentage fee becomes applicable, the fee is due on the 20th 
day of each succeeding month.  A monthly 2 percent late charge will be applied on any payments 
that are overdue for more than 10 days.  Furthermore, Statue Cruises is required to submit a 
statement of gross receipts due on or before the 30th day of the following month, and a 
summary report of gross receipts for each operating year within 60 days of the end of each 
operating year. 

For operating year 2011 (January 1, 2011, to December 31, 2011), Statue Cruises reported 
approximately $39.6 million in gross receipts to Parks and paid approximately $3.2 million in 
license fees. 

On March 25, 2010, Parks conducted a compliance review of Statue Cruises with its license 
agreement for the period of January 1, 2008, to December 31, 2008.  Parks found that Statue 
Cruises’ method of reporting charter revenue did not comply with the license agreement, charter 
contracts were not pre-numbered, and books and records were not segregated from other 
business matters. 

Objectives 

To determine whether Statue Cruises:  

 accurately reported its gross receipts, properly calculated the license fees due 
the City, and paid its license fees on time, and 

 complied with certain major non-revenue terms of the license agreement (i.e., 
ensuring the licensed premises is in good order, maintaining the required security 
deposit, carrying the required insurance, and submitting the required reports). 
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Scope and Methodology Statement 

We conducted this performance audit in accordance with generally accepted government 
auditing standards (GAGAS).  Those standards require that we plan and perform the audit to 
obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and 
conclusions based on our audit objectives.  We believe that the evidence obtained provides a 
reasonable basis for our findings and conclusions based on our audit objectives, except for our 
inability to verify the total gross receipts reported to Parks and determine the full extent to which 
gross receipts were underreported and City fees underpaid. 
 
Statue Cruises did not have adequate internal controls to properly account for its revenue 
reporting activities.  Further, Statue Cruises does not segregate its books and records from its 
New Jersey operation and other affiliates, inhibiting the identification and review of the revenues 
associated with the license agreement.  As a result, we were not able to ascertain whether all 
revenue is being reported.  These issues are more fully disclosed in the “Findings and 
Recommendations” section of this report.  This audit was conducted in accordance with the 
audit responsibilities of the City Comptroller as set forth in Chapter 5, §93, of the New York City 
Charter. 

The audit scope was January 1, 2011, to August 31, 2012.  Please refer to the “Detailed Scope 
and Methodology” section at the end of this report for the specific procedures and tests that 
were conducted. 

Discussion of Audit Results 

The matters covered in this report were discussed with Statue Cruises and Parks officials during 
and at the conclusion of this audit.  A preliminary draft report was sent to Statue Cruises and 
Parks officials and discussed at an exit conference held on May 29, 2013.  On June 6, 2013, we 
submitted a draft report to Statue Cruises and Parks officials with a request for comments.  We 
received written responses from Statue Cruises’ and Parks’ officials on June 19, 2013, and June 
20, 2013, respectively. 

In its response, Parks agreed with all of the report’s recommendations, stating, “Parks has 
requested payment from Statue for the full amount due of $83,369” and “Parks has referred the 
recommendation to the appropriate taxation authority to pursue the determination with Statue 
Cruises.” 

Statue Cruises disagreed with most of the report’s findings and did not respond to the report’s 
recommendations.  From its response, it is clear that Statue Cruises does not understand the 
reports primary finding that it did not have adequate internal controls to properly account for its 
revenue reporting activities.  The audit found problems with nearly every aspect of Statue 
Cruises’ internal control system.  The dollar exceptions noted in the report only represent the 
amount we were able to identify from the records available during the period reviewed.  In some 
cases, such as its Harbor Cruise operation, the controls were so poor that we could not attempt 
to quantify the effects. 

Specifically, Statue Cruises disagreed with the amount of missing ticket numbers and the 
related estimated unreported revenue, claiming that “The calculated estimated revenue of 
$592,397 never existed.”  In addition, Statue Cruises disagreed with the questionable exemption 
for City and State taxes, stating it “fully complies with all federal, State and City tax laws” and 
the unreported TUA fees, stating the “Temporary Use Authorization (TUA) or permit fees 
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were fully paid” and “[s]uch claim that Statue Cruises must pay twice is illogical…” 

However, Statue Cruises did agree that it underreported charter event revenue, resulting in 
$1,034 additional license fees due.  Further, “Statue Cruises acknowledges that the small 
number of our IT staff limits the effectiveness of internal controls, particularly those relating to 
segregation of duties.  We appreciate the Audit Report suggestion to enhance and improve our 
internal controls by engaging an independent IT/Ticketing system professional to assist in the 
implementation of such additional controls that may be determined for ticketing issuance and 
processing, as well as to periodically review the ongoing effectiveness of such controls.” 

Statue Cruises also “contends that as a result of administrative errors we owe NYC Park and 
Recreation the sum of $1,034 (this amount would represent .000323 of our actual annual fees 
paid). Even if Statue Cruises owed the entire disputed amount claimed in the draft report, such 
figure would represent a mere .0043 of actual fees paid over our first five years of operations.”  
Statue Cruises fails to grasp that it is not a positive result when an auditor finds that an 
organization’s controls are so poor in some areas that the auditors could not calculate a dollar 
figure to “dispute.” 

The full texts of Statue Cruises’ and Parks’ responses are included as addenda to this report. 
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FINDINGS AND RECOMMENDATIONS 

Our review found that Statue Cruises did not have adequate internal controls to properly 
account for its revenue reporting activities.  As a result, we were not able to ascertain whether 
all revenue is being reported.  For example, there were 108 instances from March through 
August 2012 where Statue Cruises could not account for a total of 45,569 ticket numbers in the 
monthly Sales Journals for its Ferry operation, resulting in estimated unreported revenue of at 
least $592,397.  Also, Statue Cruises does not use a POS system or a functioning cash register 
to record and process transactions at the Harbor Cruise slip.  Furthermore, there was $217,529 
in verifiable charter event and TUA revenue that was not reported.  However, due to control 
issues and the reliability of the information provided, there could be additional unreported 
revenue.  At a minimum, Statue Cruises underreported a total of $809,926 and owes the City 
$83,369—$64,794 in additional license fees plus $18,575 in late fees (see Appendix). 

Additionally, Statue Cruises does not segregate its books and records from its New Jersey 
operation and other affiliates, inhibiting the identification and review of the revenues associated 
with the license agreement.  Moreover, Statue Cruises did not pay certain City and State taxes.  
Statue Cruises claims it did not have to pay certain City and State taxes in 2011 and likely has 
maintained the same position since it obtained the license in 2008.  However, this claim conflicts 
with a New York State Tax Advisory Opinion (TSB-A-03(7)S), which could result in a multi-million 
dollar tax liability for Statue Cruises. 

In addition, Statue Cruises did not maintain portions of the perimeter fencing in good order.  The 
fencing had exposed, jagged, and pointy edges, and there were partially detached and fully 
missing fences that created a hazardous condition. 

Finally, Statue Cruises and Parks have not established guidelines for issuing and reporting 
complimentary tickets to the City.  We believe that guidelines need to be established indicating 
the categories of entities and individuals who may receive complimentary tickets for which the 
value does not have to be included in revenue reported to the City. 

Statue Cruises maintained the required security deposit, carried the required insurance, and 
submitted the required reports in a timely manner. 

These matters are discussed in more detail in the following sections of this report. 

Material Internal Control Weaknesses 

        Ferry Operation—Missing Ticket Numbers 

There are multiple issues concerning Statue Cruises’ Ferry operation.  Statue Cruises could not 
account for over 45,000 ticket numbers in the monthly Sales Journals between March and 
August 2012. Our review found that there were 108 instances of missing ticket numbers that 
could not be accounted for.  Tickets are assigned a number when printed and must be issued 
sequentially.  Over the same period, there were also 182 missing transaction numbers.  Issuing 
tickets and processing transactions in sequential order is a basic control used to ensure all 
tickets are accounted for and revenue is accurately reported.  At a minimum, there is a material 
weakness over the recording and reporting of revenue, and we cannot rely on the reports 
generated by the POS system.  If these missing ticket numbers were associated with sold 
tickets, a substantial amount of revenue was not reported to the City.  See Table I. 
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Table I 

Missing Transaction and Ticket Numbers 

Month 
Missing Transaction

Numbers 
Missing Ticket

Numbers 
Estimated Unreported 

Revenue 
March 24 86  $1,118  

April 16 58  754  

May 30 15,634  203,242  

June 62 162  2,106  

July 21 29,522  383,786  

August 29 107  1,391  

Total 182 45,569  $592,397  
 

Multiplying the average ticket price by the total missing ticket numbers ($13 x 45,569) results in 
estimated unreported revenue of at least $592,397 and $47,392 (8 percent) in license fees not 
paid to the City (see Appendix).  

Statue Cruises officials attributed the larger gaps (May and July 2012) to two mechanical node 
(register terminal) malfunctions and stated the nodes were “adjusted to a round number” to 
avoid any possibility of duplicate ticket numbers.  However, these adjustments (15,156 and 
29,329, respectively) appear arbitrary and conflict with a statement previously provided by 
Statue Cruises’ IT Systems Administrator, who said it is protocol to reset the node by raising the 
serial number (last eight digits of a ticket number) by five. 

In addition to the missing ticket and transaction numbers, there were other issues with reports 
generated from the POS system.  For example: 

 23 transaction numbers and 11 ticket numbers appeared in both the March and 
May 2012 Sales Journals.  However, each of the transaction and ticket numbers 
in the March Sales Journal had different information when compared to the May 
Sales Journal. 

 There were differences between identical reports printed at different times.  Total 
revenue on a Daily Composite Income report for April 10, 2012 (generated on 
April 11, 2012) was approximately $90,000 less than the same report generated 
on April 23, 2012.  According to Statue Cruises, the node was shut down prior to 
all data being transferred to the server, causing a delay in the transfer of the 
data.  As a result, the missing $90,000 in April 10, 2012, group sales was not 
included in a Daily Composite Income report until April 23, 2012, when the report 
was reprinted. 

 Tickets from an affiliated entity are being incorrectly categorized as CityPass 
booklets in Statue Cruises’ Composite Income report.3  Because the Composite 
Income report is the primary document used to report gross receipts to Parks, 
any discrepancy in the report may result in an inaccurate calculation of gross 
receipts. 

                                                        
3 CityPass booklets provide discounted coupons for different City attractions. 
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 Revenue from prepaid tickets that are not printed is not reported in the month the 
funds were received, as required by the license agreement.  Therefore, if a ticket 
was paid for but never printed, then the revenue from that sale will not be 
recognized unless Statue Cruises generates a “Batch Report,” which is printed at 
Statue Cruises’ discretion. 

As a result of these internal control weaknesses, the number of instances that resulted in 
missing ticket numbers, and the discrepancies preventing us from relying on the reports 
generated by the POS system, we cannot be reasonably assured that Statue Cruises accurately 
reported all of its gross receipts to Parks and paid all license fees due to the City. 

Statue Cruises Response: “The Audit Report claims 108 instances where ticket 
numbers were not documented. These observations do not represent 45,569 
unaccounted tickets; rather, planned changes were made in sequential numbering to 
avoid duplicate issue of numbers when failed POS machines were replaced by backup 
equipment.  Gross receipts were not underreported.  The calculated estimated revenue 
of $592,397 never existed (even at the appropriate average ticket price of $11.46, the 
revised $520,000 would not exist). 

The missing tickets referenced in the Draft Audit report are merely breaks in the ticketing 
sequence.  The breaks are as a result of rolling the ticket numbers forward to avoid 
duplicate tickets.  The process is controlled by the Gateway System Administrator.  The 
reason for sequence break is hardware failure which necessitated a replacement hard 
drive.  It is typical to lose 3-4 hard drives during the course of a calendar year.  The 
nodes at each location are typically operating seven days per week for at least 8 hours 
per day.  The skipped ticket numbers are not missing ticket numbers.  As demonstrated 
in our ticket lookup analysis, the missing ticket numbers do not exist in the Sales 
Journal.  Therefore no monetary value is associated with the ‘missing’ or skipped ticket 
numbers. 

The mechanical failure of two POS terminals accounts for over 45,000 of the numbers in 
question.  Following Gateway protocols an advance number well ahead in the numerical 
sequence was assigned in the replacement machines so as to absolutely avoid 
customer service and accounting issues that could arise if a duplicate number were 
inadvertently issued.  We have worked with Gateway to irrefutably demonstrate that 
Statue Cruises does not have any missing tickets.  No tickets were issued using the 
skipped ticket numbers (Exhibits B-1 & B-2). 

Another clarification to be noted is that the cited 182 ‘missing’ transaction numbers are 
not ‘unaccounted for’ transactions in any financial or bookkeeping sense.  A ‘transaction’ 
in the Gateway Ticketing System is akin to an activity within the system.  Examples 
would include a sales order inquiry or the start up of a POS terminal (Exhibits C-1 & C-
2).” 

Auditor Comment: Statue Cruises’ claim that it was following protocol by advancing 
ticket numbers well ahead in numerical sequence is misleading.  This “protocol” seems 
to evolve to suit Statue Cruises’ needs as they occur.  Initially, the audit found several 
relatively minor skips in tickets numbers.  When asked about the issue, a Statue Cruises 
official stated it was “protocol” to raise the ticket numbers by five.  Subsequently, further 
tests were conducted to determine the extent of these missing ticket numbers.  This 
time, testing revealed approximately 15,000 and 29,000 missing ticket numbers.  Now, 
Statue Cruises claims its protocol is to advance ticket numbers well ahead in numerical 
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sequence instead of five, as previously told to the auditors.  Further, Statue Cruises did 
not provide an explanation of all the other instances of missing ticket numbers.  If the 
causes of these issues were legitimate, we question why Statue Cruises was not 
forthcoming with its policy and did not alert the auditors to these issues before they were 
discovered. 

In addition, Statue Cruises attempts to further justify its position by claiming that in its 
ticket lookup analysis, “the missing ticket numbers do not exist in the Sales Journal.”  
First, we are aware the missing ticket numbers do not exist in the sales journal because 
that is the document used for the analysis.  Second, if the ticket lookup analysis, as 
presented in Statue Cruises’ Exhibits B-1 & B-2, actually provided assurance that tickets 
were not generated, then why would it be necessary to advance ticket numbers when a 
node “fails”?  Statue Cruises’ explanation of advancing tickets numbers to avoid 
duplication offers an easy way for it to omit large sequences of ticket sales. 

At a minimum, these issues, in addition to the others presented in this finding, represent 
serious control deficiencies.  Furthermore, Statue Cruises’ conflicting explanation raises 
red flags.  There is clearly a lack of consistency and transparency regarding Statue 
Cruises’ statements and actions.  As a result, we reiterate that Statue Cruises remit the 
additional license fees and comply with the report’s recommendations. 

      Harbor Cruise 

Statue Cruises’ Harbor Cruise operation also has significant internal control weaknesses.  
Statue Cruises does not use a POS system or a functioning cash register to record and process 
transactions at the Harbor Cruise slip.  Section 9.6 of the license agreement states, “Licensee 
shall record all transactions involved in the operation of this License on cash registers.”  Instead, 
Statue Cruises preprints tickets from multiple nodes, and sales are processed out of a portable 
kiosk via an unplugged standalone cash register that does not generate receipts.  A portion of 
cash is kept in a plastic bag under the portable kiosk, while a batch of preprinted tickets remains 
on the counter.  Tickets are not electronically scanned.  Furthermore, each node generates its 
own set of ticket numbers, and tickets are sold out of sequence—rendering the control of 
sequentially numbered tickets ineffective. 

Statue Cruises accounts for tickets sold at the Harbor Cruise slip in the following manner.  To 
establish an inventory of tickets, Statue Cruises stated it periodically preprints 2,100 tickets and 
reverses the sale to prevent revenue from being recognized before the tickets are sold.  Either 
at the end of each day or the following morning, the Ticket Office Manager counts the unsold 
tickets to determine the number of tickets sold and then reconciles that amount to the cash 
received.  The Ticket Office Manager will then purportedly reprint the same number of tickets 
sold and replenish the inventory.  Sales for that day will be recorded as the new tickets are 
printed. 

Setting aside the issues of the non-functioning cash register, not selling tickets sequentially, the 
manual count, or the fact that tickets are not scanned, we have concerns with Harbor Cruises’ 
preprinted ticket inventory.  On April 6, 2012, an auditor purchased a ticket at the Harbor Cruise 
slip that was printed on July 18, 2011—263 days earlier.  Statue Cruises sells thousands of 
Harbor Cruise tickets a year, but claims it only keeps 2,100 tickets in inventory. We question 
how a ticket that should have been added to the inventory in July 2011 was sold nine months 
later. 

An adequate system of internal controls is necessary for purposes of verifying the timely 
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collection, recording, and reporting of revenues generated from the licensed premises.  
However, as a result of the internal control weaknesses identified in the Harbor Cruise 
operation, we cannot be reasonably assured that Statue Cruises accurately reported all of its 
gross receipts and paid all license fees to the City. 

Statue Cruises Response: “Statue Cruises did not, in fact, use its automated POS 
system or a fully functioning cash register at Slip # 3 where we conducted our Harbor 
Cruise operations.  Harbor Cruise revenue is de minimis.  But the absence of reliable 
infrastructure at that location in Battery Park is the cause of the Audit Report finding.  
Statue Cruises was required to provide this cruise service under the terms of our NPS 
contract.  We resorted to an ‘old style’ manual system with heavy manager controls and 
supervision.  Apparently, the unavailability of electric service and internet access at Slip 
# 3 were not accepted as mitigating circumstances.  Park & Recreation understands that 
this cruise service is not to resume after Hurricane Sandy.” 

Auditor Comment: In its response, Statue Cruises claims that the unavailability of 
electric service and internet access inhibits it from using an automated POS system or a 
fully functioning cash register at Slip # 3.  Statue Cruises should be aware that its 
license agreement requires that “Licensee, at its sole cost and expense, shall install or 
cause to be installed, and maintain, all utility lines, meters and supplies of power 
necessary for the proper operation of this license.”  Further, Statue Cruises should also 
explore other available options such as using wireless systems to transact business. 

Also, Statue Cruises claims it “resorted to an ‘old style’ manual system with heavy 
manager controls and supervision.”  However, Statue Cruises did not issue tickets 
sequentially as a manual system would require.  Given the volume of passengers, it’s 
perplexing how a ticket can be purchased in April that was printed nine months earlier if 
it utilized an “’old style’ manual system with heavy manager controls and supervision.” 

Moreover, Statue Cruises did not provide any documentation from NPS or Parks 
modifying its agreements and releasing it from its contractual obligation to operate the 
Harbor Cruise service. 

At Least $217,529 in Underreported Charter Event and TUA 
Revenue, Data Integrity, and Control Weaknesses 

Statue Cruises did not report a total of $217,529 in charter event and TUA revenue, resulting in 
$17,402 in additional license fees due to the City.  Further, the amounts not reported could be 
greater than $217,529 due to concerns regarding the integrity of documentation provided by 
Statue Cruises and other internal control issues. 

Regarding the integrity of the documentation, Statue Cruises, at two different times, submitted 
what should have been the same reconciliation schedule, but each schedule contained different 
information.  In October 2012, Statue Cruises’ Accounting Manager provided a spreadsheet 
supporting $134,587 in charter event revenue reported to Parks for May 2011.  The spreadsheet 
listed nine charter events, the date, and amount.  In response to the preliminary draft report for 
this audit, Statue Cruises’ Controller provided a similar schedule totaling exactly $134,587 for 
charter event revenue for May 2011.  However, the second schedule did not contain one of the 
events previously reported, and the total revenue for that event, $11,513, was then reallocated 
to the remaining events. 
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At the very least, the conflicting schedules raise reliability concerns regarding Statue Cruises’ 
bookkeeping practices.  Compounding the problem, there are internal control issues with how 
Statue Cruises pre-numbers its charter contracts.  In addition to the control issues, the 
preceding section outlines events that we were able to identify as not reported.  However, given 
the circumstances, there are concerns that there could be additional events that should have 
been reported, but were not. 

Statue Cruises Response: “The Audit Report attempts to anecdotally imply that Statue 
Cruises' bookkeeping practices are unreliable or lack integrity.  In the one instance 
referred to in the Report, a clerical error on an excel spread sheet (i.e., omission of one 
line item) caused the schedule's total to coincidentally differ by $1 from that of an 
updated, later schedule that contained corrected detail charter contract amounts.  This 
coincidence is just that.  With our offices relocated Post-Sandy onto a docked ferry boat 
(for almost 8 months now), we admit that our staffing and audit support suffer from 
continuing challenges.  However, the honesty and integrity of our accounting personnel 
should not be maligned.” 

Auditor Comment:  Based on the findings disclosed, the City has no reliance on the 
management controls over the reporting of revenue and license fees paid.  As 
mentioned earlier, at two different times, Statue Cruises submitted what should have 
been the same reconciliation schedule, but each schedule contained different 
information (see Appendix II).  Coupled with the control issues over the contracts, which 
Statue Cruises did not address, it is not unreasonable to question the integrity of the 
data. 

Underreporting of at Least $12,928 in Charter Event Revenue 

Statue Cruises did not report all of its charter event revenue correctly or in the month the funds 
were received, as required by the license agreement.  Section 2.1(l)(v) of the license agreement 
states, “Gross Receipts shall include all funds received for services rendered by the Licensee 
plus any deposits made in relation to said services.”  Section 4.5(a) further states that gross 
receipts should include rates and charges “for all other ferry operations that begin and/or 
terminate at the Licensed Premises.” 

Our review of the charter contracts and “Charter Deposit Logs” for January 2011 to April 2012 
indicated that Statue Cruises did not report a total of at least $61,224 in gross receipts.4  
Specifically, Statue Cruises did not report five charter contracts totaling $44,360, underreported 
$11,193 from another six charter contracts, and did not report $5,671 in charter revenue 
recorded on its Charter Deposit Logs.  Moreover, Statue Cruises incorrectly reported $48,296 
for charter contracts which listed Liberty State Park, New Jersey, as the departure location.  
Consequently, Statue Cruises underreported a total of $12,928 in charter event revenue, 
resulting in $1,034 in unpaid license fees (see Table II and Appendix). 

 

 

 

                                                        
4 A Charter Deposit Log is a record of all deposits made prior to the event and when the amount was 
reported as gross receipts to Parks. 
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Table II 

Underreported Charter Revenue 

Description Amount 
Underreported Contracts $55,553 
Charter Deposit Log 
Discrepancy 5,671
Less: Liberty State Park 
Departures (48,296) 
Total  $12,928 
License Fee Due (8%) $1,034

 

The audit also found that Statue Cruises did not preprint or pre-number charter contracts, and 
the numbers listed on the contracts do not match the Charter Event Logs.  Specifically, Statue 
Cruises: 

 Uses a Microsoft Excel template to generate contracts, which are then hand 
stamped or handwritten with the date of the event and a contract number, based 
on the Charter Event Logs. 

 Separates its charter events into two different Charter Event Logs.  Each log is 
assigned its own contract number sequence, resulting in the duplication of 
contract numbers, which are differentiated only by the event date. 

 Did not record four contracts and incorrectly recorded another four contract 
numbers on its Charter Event Logs. 

 Omitted one contract number from the logs because, according to a Statue 
Cruises official, the contract was incorrectly categorized. 

In addition, Statue Cruises did not report all charter deposits in the month received.  Our review 
of the Charter Deposit Logs for 2011 and 2012 found that a deposit dated March 21, 2012, was 
reported on the April 2012 gross receipts statement instead of March 2012, when the deposit 
was received.  In a March 25, 2010, audit report, Parks also cited Statue Cruises for not 
reporting charter deposits in the month received and in its response, Statue Cruises said it 
would comply.  All charter deposits should be reported in the month they are received, as 
required by Section 2.1(l)(v) of the license agreement, to ensure that the appropriate license 
fees due (if any) are paid to the City on time. 

Statue Cruises’ failure to institute appropriate controls and to properly report all New York 
charter revenue—along with erroneously reporting New Jersey charter revenue as New York 
revenue—raises concerns about the entire accuracy of reported charter revenue.  
Consequently, the City cannot be assured that it is receiving the appropriate amount of fees. 

Statue Cruises Response: “Substantially all charter revenues were properly included 
in gross receipts.  All charters and events were recorded.  Certain amounts were over 
and under reported.  These clerical errors were the result of last-minute client changes 
to contracted services.  The net balance due on account of these under reported amount 
is $1,034 due to NY City Parks and Recreation.” 

Auditor Comment: The dollar amount of this exception has no relevance to how charter 
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revenue is reported.  Our analysis of charter revenue found errors totaling at least 
$61,224, with a net payment due the City of only $1,034.  Although Statue Cruises has 
agreed to pay the $1,034 in unpaid license fees, it did not address the internal control 
weaknesses and discrepancies identified in its charter operation, such as the lack of 
preprinted or pre-numbered charter contracts.  Given the flaws in accounting for charter 
revenue previously discussed, the weak controls could allow for additional events and 
associated revenue to go unreported.  Unless these weaknesses are corrected, the City 
cannot be assured that all charter revenue is being reported and that all fees are being 
paid. 

Underreporting of $204,601 in TUA Revenue 

Statue Cruises did not report $204,601 in gross receipts received from its temporary use of slips 
1 and 2 in Battery Park.  To temporarily use additional slips, Statue Cruises must request a TUA 
from Parks.  According to Section 2.1(j) of the license agreement, “Parks may authorize 
Licensee to utilize a different landing slip…Upon approval, such landing slip shall be deemed a 
portion of the Licensed Premises.”  Section 2.1(l)(i) states, “Gross Receipts shall include all 
funds received for orders placed with Licensee or made at the Licensed Premises.” 

In August and September 2011, Statue Cruises booked four chartered events that required the 
temporary use of slips 1 and 2, but did not report any of the $204,601 in its gross receipts 
statements.  Consequently, Statue Cruises owes an additional $16,368 in license fees (see 
Appendix).  Further, Statue Cruises may have operated an unauthorized charter event and did 
not pay Parks the related fees for the temporary use of slips 1 and 2.5 

Statue Cruises Response: “Temporary Use Authorization (TUA) or permit fees were 
fully paid by Statue Cruises for a limited number of special customer engagements 
outside our assigned premises.  NYC Parks and Recreation permit wording has caused 
confusion by using language that apparently contradicts our License Agreement by 
requiring a ‘duplicate’ payment (i.e., TUA permits would require reporting of customer 
revenues in our gross receipts in order to calculate license fees despite the fact that we 
already pay TUA fees well in excess of our License Agreement fee amounts).  Such 
claim that Statue Cruises must pay twice is illogical and contradicts our License 
Agreement.  Any and all operators pay TUA fees (as Statue Cruises did for the limited 
occasions that Slip # 1 or # 2 was necessary).  No other operator would be required to 
pay an additional fee on top of the TUA fee (Exhibit D).” 

Auditor Comment: Statue Cruises signed and agreed to the terms and conditions of the 
TUA’s, which clearly state, “Statue Cruises will be responsible for reporting a statement 
of gross receipts for income derived in connection with the Special Event…”  Therefore, 
Statue Cruises is responsible for payment of associated fees derived from the 
underreported amount cited in this report.  In addition, Statue Cruises did not address 
the one event for which a permit fee was not paid to Parks, a fee which is charged by 
Parks for the right to temporarily use slips outside of slips 3, 4, and 5. 

Books and Records Not Segregated 

Statue Cruises does not maintain segregated books and records for its New York operations.  
As per Section 4.7(a) of the license agreement, “books and records maintained pursuant to this 

                                                        
5 TUA fees are separate fees charged to Statue Cruises by Parks for the temporary use of slips 1 and 2. 
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License shall be conveniently segregated from other business matters of Licensee.” 

Statue Cruises comingles transactions from its New Jersey operation and an affiliated entity in 
its POS system.  Although the revenue from the New Jersey operation can be separately 
identified on the reports generated by the POS system, it would be difficult to accurately 
reconcile all of the reported gross receipts without a full separate audit of the New Jersey 
operation. 

In addition, the gross receipts received from both its New York and New Jersey operations are 
recorded in the same general ledger and deposited in the same bank account.  Consequently, 
we are unable to reconcile the revenue deposited in Statue Cruises’ bank account with the 
gross receipts reported to Parks to provide further assurance that all gross receipts were 
properly reported. 

Parks also cited Statue Cruises in its audit report for not maintaining segregated books and 
records.  In its response, Statue Cruises claimed that “Separate bank accounts would be an 
additional administrative burden and in fact, may be impossible given our call center, website 
and credit card sales.” 

Statue Cruises Response: “Statue Cruises does, in fact, maintain strictly separate 
books and records for reporting of revenue, by location and by activity.  Separate bank 
accounts would be a substantial administrative burden and are impossible given our 
California telephone call center, website and credit card sales.  In any event, our 
accounting system is fully compliant.  Statue Cruises has one general ledger, consisting 
of numerous revenue and expense accounts.  The ledger is designed to record and 
track sales by location and by activity.  Similarly, New York State Sales Tax regulations 
require that one, complete return be filed for the entity.  We are unaware of any 
possibility to legally report multiple returns for one legal entity.  We cannot legally file a 
separate income or sales tax return to exclusively report Parks and Recreation or New 
York - only revenues.  Therefore, Statue Cruises respectfully must disagree with related 
audit suggestions.” 

Auditor Comment: Because Statue Cruises is contractually required to segregate its 
books and records from other business matters, then it, in conjunction with Parks, should 
identify methods to remedy the issue. 

Statue Cruises Did Not Pay Certain City and State Taxes—
Claiming Questionable Exemption 

Statue Cruises did not pay certain City and State taxes in 2011, claiming that it is exempt from 
such taxes.6  However, New York State Tax Advisory Opinion TSB-A-03(7)S contradicts this 
claim.  Assuming Statue Cruises has maintained the same position since it obtained the license 
in 2008, Statue Cruises has not paid City and State taxes for five years.  Considering that 
Statue Cruises has generated at least $33 million a year in revenue since 2008, this could result 
in a substantial tax liability should the exemption not apply.  In 2006, Statue Cruises’ 
predecessor, Circle Line-Statue of Liberty Ferry Inc. (Circle Line), filed a New York City General 
Corporation Tax Return and paid the City in excess of $650,000.  Circle Line’s operations were 
nearly identical to Statue Cruises’. 

                                                        
6 Statue Cruises did pay approximately $478,000 in sales tax for calendar year 2011. 
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Statue Cruises claims it does not have to pay New York City General Corporation Tax because 
“The Taxpayer’s activities in New York City are limited exclusively to the use of property in 
interstate or foreign commerce.”  Similarly, Statue Cruises maintains it does not have to pay 
New York State taxes because “The tax under Article 9, Sections 183 and 184 of the New York 
State Tax Law does not apply to any corporation principally engaged in the operation of vessels 
whose only activities in New York State are (i) maintaining an office and employing capital, and 
(ii) owning property used exclusively in foreign commerce.” 

Statue Cruises has two primary sources of revenue: a Ferry service which transports 
passengers between Battery Park and Liberty and Ellis Islands, and a Harbor Cruise which 
operates a non-stop one-hour sightseeing cruise departing from Battery Park.  In 2003, the New 
York State Department of Taxation and Finance issued a Tax Advisory Opinion (TSB-A-03(7)S) 
discussing in plain language why sightseeing tours, such as those offered by Statue Cruises, 
are not considered interstate commerce. 

The opinion states, “…if the sightseeing excursions of the vessel in question were to begin and 
end in New York with the only stop being at a point or points in New York, the vessel would not 
be considered primarily engaged in interstate commerce.”  It also states, “…sightseeing trips to 
view the Statue of Liberty and Ellis Island commencing and terminating at New York docks are 
not in interstate commerce, notwithstanding that the trips may pass into New Jersey waters.” 

Prior to the exit conference, Statue Cruises provided an email which stated, “In 1998, the U.S. 
Supreme Court held that while the original portion of Ellis Island, including the ferry slip, is 
located in New York, the land-filled portion of the Island is located in New Jersey.  The ferry slip 
into which vessels dock is within the New York portion of the Island.  Thereafter, passengers 
disembark onto New Jersey soil and return to New York when they enter the Main Building, 
which is located partly in New York and partly in New Jersey.  As a result, the transportation of 
the passengers is from New York to a point in New Jersey….There is no guidance on when a 
corporation will be engaged ‘exclusively’ in the operation of vessels in foreign commerce. 
However, practitioners in the area generally take the view that a de minimis amount of intrastate 
vessel usage (e.g., New York Harbor cruises) not exceeding 10% of income should not taint the 
exemption.”  A separate email provided by Statue Cruises stated, “Statue Cruises tracks its 
fleet-wide operations to ensure that over 90% of our boat operations are, in fact, in interstate 
commerce.” 

Statue Cruises provided several opinions regarding its tax position, such as where the 
passengers disembark to the concept of de minimis as it relates to income or fleet wide 
operations.  In terms of the Ferry operation, it does appear that passengers have to walk 
several feet in New Jersey before reentering New York.  However, Statue Cruises did not 
provide documentation supporting the opinion regarding “de minimis amount of intrastate vessel 
usage.” 

The law clearly states Statue Cruises would have to be engaged exclusively in interstate 
commerce to be exempt.  However, Statue Cruises admits that at least part of its operation is 
not interstate commerce.  Furthermore, Statue Cruises did not mention the food, drink, and 
merchandise it sells or the charter boats its affiliate runs from Hudson River Park in Midtown 
Manhattan, which could factor into the de minimis argument should that position have any merit. 

Due to the technicalities, we recommend the issue be referred to the appropriate taxation 
authorities. This appears to be, at best, an attempt to exploit a tax loophole that should be 
closed [emphasis added]. 
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Statue Cruises Response: “Statue Cruises respectfully refutes the audit finding that the 
company claims a questionable exception for City and State Corporate taxes or that 
we exploit a tax loophole that should be closed.  Statue Cruises fully complies with all 
federal, State and City tax laws. 

Moreover, the Report relies upon a NYS Tax Advisory opinion whose subject matter is 
that of sales tax, not income tax (Exhibit E).  We attach hereto legal memoranda (Exhibit 
F) to fully explain the relevant legal fact and circumstances.  On a related matter, the 
Report refers to an ‘affiliate’ of our company that operates from Hudson River Park in 
Midtown Manhattan.  This is a separate legal entity not governed by Statue Cruises' 
License Agreement; nor does Statue Cruises own or operate that entity's boats.” 

Auditor Comment: Statue Cruises attempts to refute the finding without any 
authoritative documentation supporting its position.  Further, in Exhibit F of its 
attachment, Statue Cruises’ legal counsel admits, “There is no guidance on when a 
corporation will be engaged ‘exclusively’ in the operation of vessels in foreign 
commerce.”  This is why we recommend the issue be referred to the appropriate taxation 
authorities.  At best, Statue Cruises’ position is an attempt to exploit a tax loophole that 
should be closed [emphasis added]. 

Portion of Licensed Premises Not Maintained in Good Order 

Statue Cruses did not maintain a portion of the licensed premises in good order, as required by 
the license agreement.  Section 12.1 states, “Licensee shall, at its sole cost and expense and to 
the reasonable satisfaction of Commissioner, put, keep, repair, preserve, and maintain in good 
order the Licensed Premises… Licensee shall provide for the regular cleaning and maintenance 
of the perimeter of the Licensed Premises including but not limited to the timely removal of all 
litter and debris, snow and garbage, perimeter sidewalk and perimeter fence maintenance and 
repair.” 

During an unannounced inspection of the licensed premises with a Comptroller’s Office auditor 
with engineering expertise on June 15, 2012, we found conditions that may pose a threat to the 
safety of visitors.  Specifically, the fencing that separates visitors from the water was rusted with 
jagged and pointed edges, partially detached, or completely missing and replaced with a 
barricade which was held together with zip-ties.  Not only can a serious injury occur on the 
actual fence, but also the conditions could potentially allow visitors access to the edge of the 
pier.  Children visiting the licensed premises are most vulnerable to the hazardous conditions. 

On June 20, 2012, we sent a letter to Statue Cruises and Parks asking that the conditions be 
corrected immediately.  In its response, Statue Cruises stated that “immediate steps to make the 
situation safe will be taken in coordination with the Conservancy.”  Parks, in its response, stated 
“loose fence panels with jagged edges were removed and barricades (secured with 304-grade 
steel ties) were placed in front of removed, weak or damaged panels.”  Parks further stated, 
“Parks staff will perform regular site inspections in order to ensure that conditions at the 
premises remain safe for the public.” 

Section 12.3 of the license agreement states “No later than thirty (30) days before the end of 
each Operating Year, Licensee shall conduct a site inspection at the Licensed Premises with a 
representative of Parks.”  However, during a meeting on June 13, 2012, a Parks official 
informed us that Parks has not conducted any site inspections of the licensed premises.  Had 
Parks conducted the required site inspections, the potentially hazardous conditions could have 
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been avoided or corrected sooner. 

On May 14, 2013, we conducted a follow-up inspection of the licensed premises and found that 
temporary measures were taken but permanent repairs have not been made. 

Statue Cruises Response: “The portion of the licensed premises cited as not in good 
order by the Audit Report refers to fencing installed and maintained by the Battery Park 
Conservancy.  The Conservancy installed this decorative fencing with its unique panels 
and assumed responsibility for special periodic maintenance thereof.  We had no 
permission to paint or otherwise repair the fence.  Statue Cruises is a committed 
supporter of the Conservancy.  We have agreed to help fund the replacement of certain 
fencing around the perimeter of our licensed premises.  The Conservancy wishes to 
continue to perform the related maintenance on the replacement fence (Exhibit G).” 

Auditor Comment: Although Statue Cruises has agreed to help fund the replacement of 
certain fencing, the license agreement still requires Statue Cruises to maintain the 
licensed premises in good order.  In addition, Statue Cruises did not provide any 
documentation from the Battery Park Conservancy to support its claim.  The document 
that Statue Cruises refers to as Exhibit G is actually a letter previously sent to our office 
in response to our notification of the unsafe conditions that were observed at the 
licensed premises. 

Complimentary Ticket Use 

Statue Cruises issued complimentary tickets to employees, private companies, affiliated entities, 
and media groups, among others.  While we do not question Statue Cruises’ decision to issue 
complimentary tickets to non-profits and charitable organizations as part of its business 
operations, we believe that guidelines need to be established indicating the categories of 
entities and individuals who may receive complimentary tickets.  Excluding non-profits and 
charitable organizations, Statue Cruises distributed 13,844 in complimentary tickets totaling 
$170,575 over 17 months (February to December 2011 and February to July 2012).7  Because 
the license agreement does not address this issue and Parks has not established any 
guidelines in this area, we did not include the value of complimentary tickets in our calculation of 
additional license fees due. 

Statue Cruises Response: “Statue Cruise welcomes the opportunity to partner with 
NYC Parks and Recreation to develop guidelines addressing Complimentary Ticket 
Use.” 

RECOMMENDATIONS 

Statue Cruises should: 

1. Immediately remit $83,369 in additional license fees and late charges due the 
City. 

2. Hire a reputable outside consultant to implement the necessary internal controls 
that would conform to the requirements of the license agreement.  

3. Hire a fiscal monitor, to be approved by Parks, that would ensure adherence to 
                                                        
7 Statue Cruises could not provide the January 2011 and 2012 Complimentary Ticket Logs because of its 
inability to access the ticket office due to damage from Hurricane Sandy. 
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established internal controls and proper reporting of gross revenue and license 
fees. 

Auditor Comment: Statue Cruises did not address the recommendations in its 
response, but stated, “NY City Parks has advised that their office will be including 
Agency Implementation Plans with their written response to the Draft Audit Report.” 

 

Parks should: 

4. Coordinate efforts with the appropriate taxation authorities to address Statue 
Cruises’ non-payment of taxes.  If found that Statue Cruises must pay the 
necessary tax, Parks should ensure immediate payment of any taxes, interest, 
and penalties that may be assessed. 

Parks Response: “Parks has referred the recommendation to the appropriate 
taxation authority to pursue the determination with Statue Cruises.” 

5. Ensure that Statue Cruises hires an independent consultant to implement the 
necessary internal controls and that it hires a competent fiscal monitor for the 
duration of the agreement to ensure proper reporting of gross revenue and 
license fees in accordance with the license terms. 

Parks Response: “The Report found that Statue did not have adequate internal 
controls over a portion of its ferry service operation related to gaps in the ticket 
number sequencing of Statue's Point of Sale (‘POS’) system, harbor cruises, 
temporary use authorizations and charter event revenue. Given the technical nature 
of the internal control weaknesses cited for Statue's ferry service, we believe it is 
appropriate for Statue to hire an independent consultant with expertise in 
information technology systems in order to identify and reduce possible risks with 
respect to POS system operations. Parks will work with Statue to ensure that such a 
consultant is identified and hired to resolve potential concerns in this regard. 

Additionally, as the Comptroller was recently informed Statue will discontinue its 
harbor cruise service shortly, the area of its operations requiring the most attention 
from an internal control perspective, once it resumes ferry service to Liberty Island 
and Ellis Island. In this regard, we acknowledge your concern for a financial monitor 
and will consider a monitor in the event that harbor cruises are reestablished by 
Statue or upon future review by Parks.” 

Auditor Comment: We appreciate that Parks finds it appropriate for Statue Cruises 
to hire an independent consultant to implement the necessary internal controls.  As 
stated in the report, there were significant internal control weaknesses in reporting 
revenue derived from  ticket sales, ferry service, and charter operations, as well as 
with the TUAs, all of which prevented us from determining whether additional 
revenues may have been underreported to the City.  Moreover, neither Statue 
Cruises nor Parks provided any documentation from NPS modifying its agreement 
and releasing it from its contractual obligation to operate the Harbor Cruise service. 

6. Issue a Notice-to-Cure requiring that Statue Cruises pay the $83,369 in 
additional license fees and late charges due the City, and take action to ensure 
that Statue Cruises corrects the internal control deficiencies identified in this 
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report. 

Parks Response: “The Report found that Statue owes the City an additional 
$83,369 in license fees and late charges… Parks has requested payment from 
Statue for the full amount due of $83,369. However, we continue to discuss with 
Statue the matter of fees related to missing ferry service ticket numbers. Statue 
believes that the missing ticket numbers may not reflect actual tickets sold and not 
reported, but rather technical problems caused by point of sale terminal crashes 
and the number sequencing used when a replacement terminal is installed. If Statue 
can verify to Parks' satisfaction that the missing tickets numbers do not reflect 
actual sales, Parks may issue Statue a partial credit (in the amount of the verified 
non-ticket sales) against future license fees.” 

Auditor Comment: As previously discussed, Statue Cruises’ claim that it was 
following protocol by advancing ticket numbers well ahead in numerical sequence is 
unsupported.  Accepting its explanation of advancing tickets numbers to avoid 
duplication offers an easy way for Statue Cruises to omit large sequences of ticket 
sales.  Therefore, Parks should not issue Statue Cruises any credits related to the 
estimated revenue associated with the missing ticket numbers. 

7. In conjunction with the National Park Service, consider exercising its rights 
under section 3.3 (a) of the license agreement if Statue Cruises does not comply 
with the Notice-to-Cure. 

Parks Response: “In the event that it becomes appropriate to consider exercising 
section 3.3 (a) of the license agreement, we will consult with the National Park 
Service.” 

8. Periodically evaluate Statue Cruises’ internal control procedures to ensure that 
Statue Cruises maintains an adequate system of internal controls, reports all 
revenue, and pays the appropriate license fees. 

Parks Response: “Parks will periodically evaluate Statue's internal control system 
as described in our response to Recommendation 5.” 

Auditor Comment: Parks should periodically evaluate the internal controls of 
Statue Cruises’ entire operation to ensure the proper reporting of all revenue- 
generating activities. 
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DETAILED SCOPE AND METHODOLOGY 

We conducted this performance audit in accordance with generally accepted government 
auditing standards (GAGAS).  Those standards require that we plan and perform the audit to 
obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and 
conclusions based on our audit objectives.  We believe that the evidence obtained provides a 
reasonable basis for our findings and conclusions based on our audit objectives, except for our 
inability to verify the total gross receipts reported to Parks and determine the full extent to which 
gross receipts were underreported and City fees underpaid. 

Statue Cruises did not have adequate internal controls to properly account for its revenue 
reporting activities.  Further, Statue Cruises does not segregate its books and records from its 
New Jersey operation and other affiliates, inhibiting the identification and review of the revenues 
associated with the license agreement.   As a result, we were not able to ascertain whether all 
revenue is being reported.  These issues are more fully disclosed in the “Findings and 
Recommendations” section of this report.  This audit was conducted in accordance with the 
audit responsibilities of the City Comptroller as set forth in Chapter 5, §93, of the New York City 
Charter. 

The scope of this audit was January 1, 2011, to August 31, 2012.  To achieve our audit 
objectives, we reviewed and abstracted the license agreement and supporting appendices 
between Statue Cruises and Parks and identified relevant terms and conditions.  We reviewed 
Parks’ correspondence, revenue reports, and other relevant documents pertaining to Statue 
Cruises to ascertain whether it submitted the required revenue reports and paid the license fees 
due the City on time.  We also analyzed Parks’ concessionaire ledger for the amounts reported 
and paid to the City, and determined whether payments were received in a timely manner. 

To obtain an understanding of Statue Cruises’ operations and internal controls over its gross 
receipts, we: 

 interviewed Statue Cruises officials, such as the Director of Sales and Marketing, 
Controller, IT Systems Administrator, Accounting Manager, and Ticket Office 
Manager; 

 reviewed the Gateway manual to gain an understanding of the controls over the 
recording of ticket revenue for the Ferry and Harbor Cruise operations; 

 conducted unannounced observations and walk-throughs of the Ferry and 
Harbor Cruise operations; 

 observed the close-out and opening processes for the Ferry and Harbor Cruise 
operations; and 

 documented our understanding of the operations through written narratives and 
flow charts. 

To determine the reliability of the POS system reports, we obtained Statue Cruises’ Sales 
Journal and Daily and Monthly Composite Income reports for the month of April 2012, the month 
we conducted our unannounced observations, and traced the tickets purchased at our 
unannounced observations to the Sales Journal.  We then attempted to reconcile the revenue 
reported on the Sales Journal, Daily Composite Income reports, and Monthly Composite Income 
report to determine the completeness and accuracy of the reports. 

Additionally, we obtained the Sales Journals for the months of March 2012 and May through 
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August 2012, to determine whether all transaction and ticket numbers are generated 
sequentially by the POS system.  We then reviewed the Sales Journals to determine if there 
were any transaction and ticket numbers missing or duplicated. To determine the loss to the 
City, we calculated the amounts related to the missing ticket numbers. 

To determine the reliability of the Harbor Cruise ticket sales, we purchased eight Harbor Cruise 
tickets and compared the dates purchased and printed on the tickets to the Sales Journal.  In 
addition, to determine if Harbor Cruise tickets are sold sequentially, we compared the ticket 
number of the last ticket sold on April 21, 2012, to the ticket numbers of ticket stubs that we 
observed Statue Cruises employees discarding in a trash can near the portable kiosk. 

To determine if charter event revenue is properly reported, we attempted to trace the charter 
contracts for January 2011 to April 2012 to the Charter Event Logs, Charter Deposit Logs, and 
monthly gross receipts statements.  We also attempted to trace the revenue and payments from 
the Charter Event Logs and Charter Deposit Logs to the general ledger to further determine if 
the charter event revenue is accurately reported.  In addition, we contacted the concessionaire 
on Liberty and Ellis Islands and the National Park Service to independently verify the name and 
date of each event that was held on the islands, and compared the information with the Charter 
Event logs provided by Statue Cruises. 

To determine if charter event revenue is reported in the month the funds were received, we 
attempted to reconcile the Charter Deposit Logs for 2011 and 2012 with the monthly gross 
receipts statements.  We also reviewed and compared the contract numbers on the charter 
event contracts and Charter Event logs to determine if the contract numbers are unique and 
accurately recorded on the Charter Event logs. 

To determine whether Statue Cruises properly deposited its gross receipts, we attempted to 
trace the funds received as reported on the Sales Journal and Daily Composite Income reports 
to the deposit records (i.e., deposit slips), credit card statements, and bank statements.  We 
also attempted to trace the funds received to the general ledger to determine that all deposits 
are properly recorded.   

To determine if Statue Cruises paid the required fees for the temporary use of slips 1 and 2, we 
traced the fees due on the TUA agreements to Parks’ “Special Events” ledger.  Furthermore, to 
determine if Statue Cruises accurately reported the gross receipts received from its TUA 
agreements, we attempted to trace the funds received from charter event contracts utilizing slips 
1 and 2 to the monthly gross receipts statements. 

Finally, we determined whether Statue Cruises complied with certain major non-revenue terms 
of its agreement (i.e., posted the required $250,000 security deposit with the City, maintained 
the licensed premises in good order, and properly maintained insurance coverage).  We 
contacted Parks to determine whether the amount of a required security deposit posted with the 
City met the requirements of the agreement.  In addition, we obtained Statue Cruises’ insurance 
policies and contacted the insurance broker to determine whether Statue Cruises maintained 
proper insurance coverage.  Furthermore, to determine if Statue Cruises properly filed the 
required tax returns and paid any taxes due, we requested Statue Cruises’ Federal and New 
York State tax returns and New York City General Corporation tax returns.  We also reviewed 
the commercial rent tax filings to ascertain whether Statue Cruises properly paid its commercial 
rent tax.  For additional verification, we contacted the Department of Finance and requested 
copies of the Commercial Rent Tax returns submitted and the copies of the payments made.  To 
determine if the licensed premises is maintained in good order, we conducted an unannounced 
inspection with a Comptroller’s Office auditor with engineering expertise. 



APPENDIX I 
Schedules of Additional Fees and Late Charges Owed 

 

 

  
Underreported 

Revenue 

Additional 
License Fees  

(8% of 
Underreported 

Revenue) 

 Late Fees 
(See 

Calculation 
Below)  

Estimated Revenue from Ferry 
Operation-Missing Ticket 
Numbers  $592,397 $47,392 

 

Underreported Charter Event 
Revenue $61,224     

Less: New Jersey Departures ($48,296)     
Adjusted Underreported Charter 
Event Revenue  $12,928 $1,034 
Underreported TUA Revenue  $204,601 $16,368 

Total  $809,926 $64,794 $18,575
 

Date 
Additional 

Amount Due  

 
Accumulated 

Total  

Period   Late Charge of 
2%  From To 

09/30/11 $15,959 $15,959 09/30/11 10/29/11 $319
10/30/11 $4,896 $21,174 10/30/11 11/29/11 $423
11/30/11 *($1,737) $19,860 11/30/11 12/29/11 $397
12/30/11 *($650) $19,607 12/30/11 01/29/12 $392
01/30/12   $19,999 01/30/12 02/28/12 $400
02/29/12   $20,399 02/29/12 03/29/12 $408
03/30/12   $20,807 03/30/12 04/29/12 $416
04/30/12   $21,223 04/30/12 05/29/12 $424
05/30/12   $21,648 05/30/12 06/29/12 $433
06/30/12   $22,081 06/30/12 07/29/12 $442
07/30/12   $22,522 07/30/12 08/29/12 $450
08/30/12   $22,973 08/30/12 09/29/12 $459
09/30/12 $46,327 $69,759 09/30/12 10/29/12 $1,395
10/30/12   $71,154 10/30/12 11/29/12 $1,423
11/30/12   $72,577 11/30/12 12/29/12 $1,452
12/30/12   $74,029 12/30/12 01/29/13 $1,481
01/30/13   $75,509 01/30/13 02/27/13 $1,510
02/28/13   $77,020 02/28/13 03/29/13 $1,540
03/30/13   $78,560 03/30/13 04/29/13 $1,571
04/30/13   $80,131 04/30/13 05/29/13 $1,603
05/30/13   $81,734 05/30/13 06/29/13 $1,635

Total $64,794 $83,369    $18,575

*Credit for incorrectly reported New Jersey charter revenue. 
 

 Summary of Additional Fees and Late Charges Owed  
 Total Additional Fees Due      $64,794 
 Total Late Charge Due      $18,575 

 Total Additional Fees and Late Charge Due   $83,369 



 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 

 


