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AUDIT REPORT IN BRIEF 
 

The Department of Parks and Recreation (Parks) has a license agreement with the Food 
Craft, Inc., (Food Craft) to renovate and operate a restaurant and catering facility, the World Fair 
Marina Restaurant and Banquet Hall (World Fair), in Flushing Meadows, Queens. The 
agreement also requires that Food Craft spend a minimum of $293,900 on capital improvements, 
post a $120,000 security deposit with the Comptroller’s Office, maintain certain types and 
amounts of insurance coverage, submit monthly statements of gross receipts to Parks, and pay all 
required taxes and utility charges related to the leased premises. According to the license 
agreement, gross receipts are to include all funds received, excluding collected sales taxes and 
gratuities paid directly or indirectly to employees in addition to their regular salaries.    

 
This audit determined whether the Food Craft accurately reported its total gross receipts 

to Parks, properly calculated the annual license fees due the City, and paid license fees when 
they were due, and Complied with certain non-revenue-related requirements of the license 
agreement. 

 
Audit Findings and Conclusions 

 
Food Craft generally paid its minimum license fees on time, maintained the required 

liability insurance that named the City as additional insured party, maintained the required 
security deposit, and paid utility charges.  

 
However, Food Craft had significant internal control weaknesses over the collecting, 

recording, and reporting of revenue.  As a result of these weaknesses, we could not ascertain 
whether all of the revenue earned at the World Fair Marina Restaurant and Banquet was in fact 
recorded in Food Craft’s books and records, and accurately and completely reported to Parks.  
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Nor could we determine whether Food Craft paid all license fees due Parks.  Furthermore, the 
internal control weaknesses and lack of records were so extensive as to raise red flags concerning 
the potential of fraud.   

 
Food Craft also violated provisions of New York State Labor Law and its license 

agreement by not distributing all service charges/gratuities collected to its wait staff.  Moreover, 
Food Craft did not complete all the capital improvements to the licensed premises as stipulated 
in its license agreement. 

 
Audit Recommendations 
 
 We make 12 recommendations, six to Food Craft and six to Parks, concerning the 
operation of World Fair and the oversight of this license agreement by Parks.  In fact, we 
recommend that Parks consider terminating this agreement.  If for reasons presently unknown to 
us and Parks decides to continue this agreement, Parks should assign a Parks employee to closely 
monitor Food Craft’s operations through the remainder of the contract period to ensure that the 
appropriate license fees are paid.  In any case, compliance with these recommendations will 
ensure that Parks collects from Food Craft all license fees that is due; controls over the 
operations of World Fair are adequate to ensure that all gross receipts collected by Food Craft are 
reported to Parks; Food Craft complies with all laws, including the New York State Labor Law; 
operates a restaurant at the facility; pays its water and sewer charges; and, completes all required 
capital improvement work. 
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INTRODUCTION 
 
Background 
 

On November 6, 2002, Food Craft, Inc., (Food Craft) entered into a 15-year license 
agreement with the New York City Department of Parks and Recreation (Parks) to renovate and 
operate a restaurant and catering facility, the World Fair Marina Restaurant and Banquet Hall, in 
Flushing Meadows, Queens.  The license agreement contained an option to extend the agreement 
by an additional five years at the discretion of the Parks Commissioner.  

 
In November 2004, Parks terminated the agreement with Food Craft due to an 

unauthorized transfer of ownership shares and certain violations of terms and conditions of the 
agreement. On January 25, 2005, Parks and Food Craft reached a settlement agreement that 
reinstated and modified the license agreement.  For the period under audit, March 1, 2007, 
through September 30, 2008, the modified license agreement required Food Craft to pay the City 
the greater of either a minimum annual license fee of $138,600 plus ten percent of the gross 
receipts in excess of $700,000 or the total annual license fees paid in the prior operating year.  
 

According to the modified license agreement, gross receipts are to include all funds 
received, excluding collected sales taxes and gratuities paid directly or indirectly to employees in 
addition to their regular salaries.  The modified agreement also requires that Food Craft spend a 
minimum of $293,900 on capital improvements, post a $120,000 security deposit with the 
Comptroller’s Office, maintain certain types and amounts of insurance coverage, submit monthly 
statements of gross receipts to Parks, and pay all required taxes and utility charges related to the 
leased premises. 
 
 For the period under audit, Food Craft reported a total of $1,548,304 in gross receipts, 
and it paid Parks $250,056 in license fees.   
 
Objectives 
 
 Our audit objectives were to determine whether Food Craft: 
 

 Accurately reported its total gross receipts to Parks, properly calculated the annual 
license fees due the City, and paid license fees when due, and 

 
 Complied with certain non-revenue-related requirements of the license agreement. 

 
 
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. This audit was conducted in accordance 
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with the audit responsibilities of the City Comptroller as set forth in Chapter 5, §93 of the New 
York City Charter. 
 
 The audit covered the operating period, March 1, 2007, through September 30, 2008.  To 
achieve our audit objectives, we reviewed the license agreement and settlement agreement and 
examined their requirements.  We interviewed Parks officials and reviewed documents in the 
Parks files, which included correspondence, monthly gross receipts statements, and other 
relevant documents related to the license agreement.  We reviewed the Summary Schedule of 
Gross Receipts Statements for Food Craft prepared by the Parks Revenue Division to determine 
whether license fees were received within the timeframe stipulated in the license agreement and 
the settlement agreement.  
 
 To obtain an understanding of control procedures used by Food Craft for recording gross 
receipts of the restaurant and banquet operations, we interviewed management officials.  To 
determine whether the controls were functioning as prescribed by the officials, we conducted a 
walk-through of restaurant and banquet operations and documented our understanding of the 
controls in place through memorandum and flowcharts. We also conducted unannounced 
observations of restaurant and banquet when open and during events to ascertain whether the 
controls were actually being used by Food Craft while the restaurant and banquet were in 
operation.   
 
 Food Craft reported to Parks gross receipts of $1,312,763 from banquet sales, $205,854 
in service charges, and $29,687 from restaurant sales—totaling $1,548,304. To assess the 
controls over restaurant and banquet sales, we conducted unannounced observations by dining at 
the restaurant on three occasions:  lunch on August 28, 2008, and dinner on August 30, 2008, 
and September 4, 2008.  We also conducted various unannounced observations during the 
months of September, October, and November 2008.  
 
 To determine the accuracy of gross receipts Food Craft reported to Parks for the audit 
period, we compared total gross receipts recorded in the general ledger to the monthly gross 
receipts statements submitted by Food Craft to Parks.  
 
 To determine whether Food Craft accurately reported to Parks its gross receipts from 
restaurant sales, we traced all guest checks from the restaurant for March 1, 2007, through 
September 30, 2008, to the amounts recorded in Food Craft’s general ledger, and to the monthly 
gross receipts statements Food Craft submitted to Parks.   
 
 To determine whether the Food Craft accurately reported to Parks its gross receipts from 
banquet sales, we requested and reviewed all banquet contracts and invoices for the 62 banquets 
held between June 1, 2008, and September 30, 2008.  We then compared all banquet contracts 
and invoices and their charges to the amounts recorded on Food Craft’s general ledger and 
monthly contract summaries. The monthly contract summaries listed 62 banquets as being held 
between June 1, 2008, and September 30, 2008.  We then traced the individual contract and 
invoice amounts to the monthly contract summaries and the total monthly amounts to the general 
ledger.   In addition, we obtained Food Craft’s banquet event calendar from June 1, 2008, 
through September 2008 and compared the information recorded on the banquet event calendar 
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to determine whether all sales from banquets noted on the calendar were recorded on Food 
Craft’s general ledger, monthly contract summaries, and the monthly gross receipt statements 
submitted to Parks.  
 
 To determine whether service charges/tips were fully distributed to Food Craft’s 
employees in accordance with Labor Law Section 196-d, Division of Labor Standards, New 
York State Department of Labor, we traced the service charges reported on Food Craft’s monthly 
gross receipts statements to the amounts recorded on the general ledger to payroll records for our 
audit period—March 1, 2007, through September 30, 2008. 
  
 To determine whether Food Craft remitted the required security deposit, we examined 
documents on file with the Comptroller’s Office.  We reviewed Food Craft’s records to 
determine whether it maintained insurance, paid its utility bills, and has the certificates of 
occupancy and incorporation on file as required in the agreement.  To determine whether Food 
Craft paid its water and sewer charges, and did so in a timely manner, we reviewed the Accounts 
Receivable Transaction History Report for World Fair Marina Restaurant and Banquet 
maintained by the Department of Environmental Protection. Finally, the Audit Manager of our 
Engineering Audit Division inspected the facility on March 10, 2009, to determine whether Food 
Craft made the capital improvements to the facility required by its license agreement.  We also 
examined canceled checks and invoices to determine whether Food Craft expended $293,900 on 
capital improvements in accordance with the license agreement and reviewed the supporting 
documentation Food Craft submitted to Parks to verify the total dollar amount spent on capital 
improvements. 
 
 
Discussion of Audit Results 
 
 The matters covered in this report were discussed with Food Craft and Parks officials 
during and at the conclusion of this audit.  A preliminary draft report was sent to Food Craft and 
Parks officials on June 1, 2009, and was discussed at an exit conference held on June 29, 2009.  
On July 22, 2009, we submitted this draft report to Food Craft and Park officials with a request 
for comments.  We received written responses from Food Craft’s Attorney and Parks on August 
7, 2009.  
 
 In his response, despite taking exception to the audit’s findings, Food Craft’s Attorney 
stated that Food Craft agreed to implement or was already in the process of implementing five of 
the six recommendations directed at them. Food Craft Attorney’s stated that Food Craft 
disagreed with the remaining recommendation related to service charges, and would like to 
review the position with counsel for the City. 
 

It should be noted that, part of his written response includes an unjustified and 
unwarranted attack on the integrity of our audit, contending “that the GAGAS standards were 
incorrectly applied by the auditors…” and that “The Scope and Methodology of the audit was 
not performed in accordance with generally accepted government auditing standards 
(GAGAS)”.  These statements are inaccurate and untrue.   
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The basis of these inaccurate and untrue statements is the opinion that when our auditors 
identified deficiencies they should have conducted additional work to both clarify the 
deficiencies and attempt to satisfy the audit objectives.  

 
During the course of the audit, our auditors interviewed Food Craft management to obtain 

an understanding of the controls in place, conducted “walk-throughs” of restaurant and banquet 
operations to observe the controls in operation, reconciled, vouched through and tested the 
accounting records to the available supporting documentation. Our auditors documented their 
understanding of Food Craft’s internal control system, potential weaknesses, and the results of 
their audit tests. These issues were discussed with Food Craft management during the course of 
the audit.  These audit procedures were conducted to ensure that “sufficient appropriate evidence 
to provide a reasonable basis for our findings and conclusions based on our audit objectives” (as 
GAGAS requires) had been obtained.  
 

On the basis of the above we concluded that the internal control deficiencies at the time 
of our audit were so pervasive that “we could not ascertain whether all of the revenue earned at 
the World Fair Marina Restaurant and Banquet was in fact recorded in Food Craft’s books and 
records, and accurately and completely reported to Parks”.  “Furthermore, the internal control 
weaknesses and lack of records were so extensive as to raise red flags concerning the potential of 
fraud”.   We therefore recommended and still recommend that Parks should consider terminating 
the agreement. 
 

The response further notes that GAGAS requires that auditors report the views of 
management concerning any disclosed internal control deficiencies or audit findings.  As 
disclosed below we have attached the written response submitted on behalf of Food Craft 
together with all supporting documentation to this report.     
  
 In its response, Parks officials generally agreed with the six recommendations directed at 
them, and described the actions Parks has taken or will take to address the report’s 
recommendations. 
 
 The specific comments raised by Food Craft’s Attorney and Parks and our rebuttals are 
contained in the relevant section of this report. 
 

The full texts of the responses received from Food Craft’s Attorney and Parks are 
included as addenda to this report.  
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FINDINGS 
  

Food Craft generally paid its minimum license fees on time, maintained the required 
liability insurance that named the City as additional insured party, maintained the required 
security deposit, and paid utility charges.  

 
However, Food Craft had significant internal control weaknesses over the collecting, 

recording, and reporting of revenue.  As a result of these weaknesses, we could not ascertain 
whether all of the revenue earned at the World Fair Marina Restaurant and Banquet was in fact 
recorded in Food Craft’s books and records, and accurately and completely reported to Parks.  
Nor could we determine whether Food Craft paid all license fees due Parks.  Furthermore, the 
internal control weaknesses and lack of records were so extensive as to raise red flags concerning 
the potential of fraud.   

 
Food Craft also violated provisions of New York State Labor Law and its license 

agreement by not distributing all service charges/gratuities collected to its wait staff.  Moreover, 
Food Craft did not complete all the capital improvements to the licensed premises as stipulated 
in its license agreement.   

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

 
 
Significant Internal Control Weaknesses over  
Banquet and Restaurant Operations  
 

Food Craft does not have adequate internal controls over its banquet and restaurant 
operations to ensure that all gross receipts are properly recorded and reported to the City.  The 
deficiencies are so severe that Food Craft was unable to demonstrate that it had accurately and 
completely reported its total gross receipts to Parks and paid the appropriate rent due the City.  
As a result, we were unable to reach a determination about the accuracy of Food Craft’s reported 
gross receipts and payment of appropriate rent to the City.  Specifically, Food Craft:  

 
 Did not have a cash register, point of sale system (POS), or any other device to record 

its transactions for banquets and restaurant sales. 
 
 Maintained an incomplete and inaccurate cash receipts journal. 

 
 Did not have adequate controls over banquet contracts and invoices.   
 
 Could not account for all restaurant guest checks.   

 
 As a consequence of the totality of the severe weaknesses in internal controls, the reliability 
of the gross receipts Food Craft reported to Parks has been compromised. Article 4.7 of the license 
agreement requires that: 
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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 Receipts therefrom.  Such 
books and records maintained pursuant to this License shall be conveniently 
segregated from other business matters of Licensee and shall include, but not be 
limited to:  all federal, state and local tax returns and schedules of the Licensee, 
records of daily bank deposits of the entire receipts from transactions in, at, on or 
from the Licensed Premises; sales slips, daily dated cash register receipts, sales 
books; duplicate bank deposit slips and bank statements. 

 
These issues are discussed in greater detail in the following sections of this report. 

 
  
Lack of Controls over Cash Receipts 
 

Lack of a Cash Register or a Point of Sale System 
 

 Food Craft does not have a cash register, point of sale system (POS), or any other device to 
record its transactions for banquets and restaurant sales, in violation of Article 9.6 of its license 
agreement.  As a result, we cannot be assured that all sales were recorded on Food Craft’s books 
and reported to Parks and that the appropriate license fees were paid to the City.  Food Craft’s 
license agreement states: 
 

Licensee shall record all transactions involved in the operation of this License on 
cash registers and keep books and records as required by Section 4 and as deemed 
acceptable by the Commissioner. 

 
 According to the operator of Food Craft, all payments received are kept in the safe until they 
are deposited in the bank.  
 
 A cash register, POS system, or other device to record Food Craft’s banquet and restaurant 
sales is a basic business tool that ensures all sales are recorded when the transaction takes place.  
Without a cash register or POS system, there is no evidence that all sales were recorded by Food 
Craft and reported to Parks and that the appropriate license fees were paid to the City. 
 
 Incomplete and Inaccurate Cash Receipts Journal 
 
 Food Craft does not record the details of all transactions involving the receipts of cash from 
its operation of the restaurant and banquet hall in its cash receipts journal.  As a result, we cannot be 
assured that all cash generated from the operation of the restaurant and banquet hall was entered 
on Food Craft’s books and records.  We, therefore, cannot be assured that all sales transacted at 
the licensed premises were reported to Parks or that Food Craft paid the appropriate license fees 
due the City.   
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 Specifically, the records presented to us as a cash receipts journal lacks basic information 
such as the date cash was received, the dollar amount received, and the patron from whom the 
cash was received.   Instead, Food Craft’s so called “cash receipts journal” includes dates of bank 
deposits, total dollar amount deposited in the bank on a certain date—regardless of the number of 
individual deposits—and patrons identified only as “Customer Deposit, Banquet.”  For example, 
for the period of April 1, 2008, through April 30, 2008, Food Craft recorded just one receipt of 
cash from “Customer Deposit, Banquet” on April 30, 2008—despite making 37 separate deposits 
in the bank over seven days during April. 
 
 According to the operator of Food Craft, all cash receipts are deposited in the bank, and 
the bank statements, therefore, record all receipts of cash.  However, without a correctly 
maintained cash receipts journal, we were unable to trace individual transactions to the bank 
statements to determine if all cash received was recorded and deposited in the bank.   
 
 Further, Food Craft does not issue pre-numbered receipts to its patrons who pay in cash 
or checks (i.e., non-credit-card sales), and does not always retain copies of checks received from 
patrons.  Thus, it is virtually impossible to trace cash and checks received from patrons to any 
particular sales transaction of the restaurant and the banquet hall. 
 
 A complete and accurately maintained cash receipts journal that records all individual 
transactions of receipt of cash is a basic accounting record over non-credit-card sales activity in 
the operation of the restaurant and the banquet hall. It adds assurance that all cash received is 
recorded in an entity’s books and records and is reconciled with the bank statements to verify 
that all cash receipts were deposited in the bank.  Without a properly maintained cash receipts 
journal, there is no evidence that all cash receipts were recorded on Food Craft books and 
records, deposited in the bank, and reported to Parks, and that the appropriate license fees were 
paid to the City. 
 
 
 Lack of Controls over Banquet Contracts 
 

Food Craft does not issue pre-numbered contracts in sequential order to patrons who 
schedule banquets at its facility.  As a result, we cannot be assured that all revenue from banquet 
activity was recorded on Food Craft’s books and reported to Parks and that appropriate rent was 
paid to the City.   

 
 Moreover, our review revealed that instead of issuing pre-numbered banquet contracts, it 
appears that Food Craft stamped the contract numbers—starting with 500—on its contracts.1  In 
fact, banquet contract numbers were stamped in ink on each page of the contract and were not 
necessarily stamped in the same place on each page.  In some cases, a banquet contract had two 
different banquet contract numbers stamped on it.  In one case, Food Craft wrote the banquet 
contract number on the first page of the contract then stamped it, but did not stamp the number 
on pages two and three.  As a result, pages two and three bore only the carbon copy of the 
number that had been written on the first page.  In another case, one banquet contract number 
was used on two different contracts. 
                                                 
1 The contract numbers prior to #500 appear to be pre-numbered and not stamped. 
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 Further, when we reviewed the banquet contracts for our sample of banquets that took 
place between June 1, 2008 and September 30, 2008, we found that banquet contract numbers 
are not always issued in sequential order. For example, our sample of banquets showed that Food 
Craft entered into two banquet contracts—banquet contract #604 and #620 on January 21, 2008.  
However, ten days later on January, 31, 2008, Food Craft entered into two additional banquet 
contracts—# 610 and #611.   
 
 In another example, our sample of banquets showed that Food Craft entered three 
contracts—#650, #663, and #655—from April 5, 2008 to April 17, 2008, that were not issued in 
sequential order as illustrated in Table I, below.  

 
 

Table I 
 

Banquet Contracts Issued Out of Sequence 
 

Contract Date Contract Number 
April 5, 2008 650 
April 13, 2008 663 
April 17, 2008 655 

 
 
 The banquet contract numbers for events held during our sample period included #418 to 
#721—a range of 303 contract numbers. While Food Craft was able to account for all 303 banquet 
contract numbers, we question the veracity of some of the banquet contracts that were voided or 
were for banquets that were held outside our sample period.  For example, on December 5, 2007, 
Food Craft entered into three contracts with a patron—banquet contract #576, #577, and #578—for 
three luncheons for 100 people each to take place on August 11, 12, and 13, 2009, respectively.  We 
question these banquet contracts because the banquet contracts were in exceptionally good 
condition compared to other contracts signed around the same time.  The luncheons are scheduled 
for weekdays—Tuesday, Wednesday, and Thursday—and, were booked 19 months in advance 
without a deposit.   In another example, on May 25, 2007, Food Craft entered into two contracts 
with an organization—banquet contracts #675 and #664—for two luncheons for 50 people on July 
20, 2009, and July 21, 2009, respectively.  Again, we question these banquet contracts because the 
banquet contracts were in exceptionally good condition compared to other contracts signed around 
that time.  The luncheons are scheduled for weekdays—Monday and Tuesday—and, were booked 
26 months in advance without a deposit. 
 
 Issuing pre-numbered contracts in sequential order provides a fundamental internal 
control mechanism to ensure that all banquet revenue is accurately reported in Food Craft’s 
books and records and consequently reported on the quarterly gross receipts statements it 
submits to Parks.  Maintaining a complete log of all banquet contracts in sequential order 
(including voided and unused contract numbers) provides assurance of the proper accounting of all 
banquet contracts.  Without pre-numbered banquet contracts, there is no evidence that all 
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banquet revenue was recorded on Food Craft books and records and reported to Parks and that 
appropriate rent was paid to the City.  
 
 
 Lack of Controls over Banquet Revenue 
 
 Food Craft cannot account for all the revenue from banquets. During our sample period, 
June 1, 2008, to September 30, 2008, Food Craft reported that 62 banquets were held that 
generated revenue totaling $435,870.   
 
 However, we could not reconcile within $1,000 the total contract dollar amounts for 16 of 
the 61 banquet contracts with the amounts recorded on Food Craft’s Monthly Contract Summary 
and the amounts Food Craft reported on the monthly gross receipts statement it provided to Parks. 
Specifically, Food Craft underreported 13 banquet contracts, totaling $58,536, and overreported 
three banquet contracts, totaling $16,549.  It should be noted that Food Craft did not have a 
contract for one of its banquets, which generated revenue totaling $1,000.    
 
 Further, we could not trace $168,800 from the Food Craft’s Monthly Contract Summary 
to deposits recorded on the bank statements for 50 of the 61 sampled contracts.  Specifically, we 
could not trace all cash receipts because cash was commingled, copies of checks were not 
retained, and credit card transactions were unaccounted for.  While Food Craft explained that 
cash receipts were recorded and deposited up to two months after an event, we were unable to 
verify these assertions because of the weaknesses in its internal controls over its cash receipts. 
 
 
 Lack of Accounting for Banquet Invoices 
 
 Food Craft does not issue pre-numbered invoices to patrons making payments for 
banquets at the facility.  In fact, in many instances, banquet invoices were not on file at Food 
Craft.  As a result, we cannot be assured that all invoices from banquets and the revenue were 
recorded on Food Craft’s books and reported to Parks and that the appropriate license fees were 
paid to the City.   

 
 During the period June 1, 2008, to September 30, 2008, Food Craft reported that 62 
banquets were held that generated revenue totaling $435,870.  Of the 62 banquets Food Craft 
reported, there were no invoices on file for 12 (19.35 percent) of these events, which generated 
revenues totaling $89,133.   
 
 In addition, we could not reconcile within $1,000 the dollar amounts recorded on 15 of the 
remaining 50 invoices to the dollar amounts patrons actually paid and the amounts Food Craft 
reported on the monthly gross receipts statement it provided to Parks.  Specifically, Food Craft 
underreported to Parks the amount listed on 11 invoices, totaling $30,143, and overreported four 
banquet invoices, totaling $16,549.   As a result, Food Craft owes $1,980 in additional license fees, 
including interest and penalties, to the City.   
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 Issuing pre-numbered invoices would provide a basic internal control mechanism to 
ensure that all banquet revenue is accurately reported in Food Craft’s books and records and 
consequently reported on the monthly gross receipts statements it submits to Parks.   
 
 Maintaining a complete accounting of all banquet invoices in sequential order (including 
voided and unused invoice numbers) provides assurance of the proper accounting of all banquet 
invoices.  Food Craft’s lack of proper accounting of banquet invoices provides no assurance that all 
banquet revenue was recorded on Food Craft books and records and reported to Parks or that the 
appropriate license fees were was paid to the City. 
 

 
 Other Internal Control Weaknesses over Banquet Revenue 
 
 As stated previously, because of Food Craft’s lack of basic controls over banquet contracts 
and invoices, we could not ascertain whether it reported all banquet revenue to Parks.  However, we 
were able to perform testing of the banquet records provided for the period June 1, 2008, to 
September 30, 2008.  Based on our review of documentation provided by Food Craft (i.e., banquet 
event calendar, monthly gross receipts statements, monthly contract summaries, and supporting 
documentation of actual events), we identified several types of irregularities shown in Table II, 
below.  

 
 

Table II 
 

Banquet Event Record Irregularities 
 

 
Types of Irregularity 

Number of 
Irregularities

Events recorded on banquet calendar book but not recorded on 
monthly gross receipts statements 

 
78 

Events on monthly gross receipts statement but not on banquet 
calendar book 

 
3 

Events recorded on banquet calendar without any supporting 
documentation of the actual event 

 
78 

TOTAL 159 
 
 Without the proper internal controls in place over revenue collection and record keeping, 
Food Craft has violated its license agreement. As a result, Parks cannot be assured that all revenue 
from Food Craft’s banquet operation is being accurately reported and the appropriate license fees 
are being paid to the City. 
 
   
 Lack of Accounting of Restaurant Guest Checks 
 
 For our audit period, March 1, 2007, to September 30, 2008, Food Craft reported $29,687 
in revenue from restaurant sales or approximately $1,649 per month in restaurant revenue.  
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However, Food Craft records did not account for 237,587 restaurant guest check numbers for 
that period.  Consequently, Food Craft cannot demonstrate, and we cannot be assured, that all 
gross receipts from restaurant operations were recorded on Food Craft’s books and reported to 
Parks and that appropriate license fees were paid to the City. 
 
 Food Craft issues pre-numbered restaurant guest checks to patrons who order food and 
beverages at the restaurant and who make payments for scheduled banquets.  According to Food 
Craft’s records, the restaurant guest check numbers for the audit period March 1, 2007, to 
September 30, 2008, began with #336211 and ended with #574000.  Thus, it would appear that 
237,790 restaurant guest checks were used during the audit period.  However, Food Craft’s 
books and records could account for only 203 restaurant guest checks, of which 167 restaurant 
guest checks were used during the audit period.  Of the remaining 237,587 restaurant guest 
checks: 
  

 1,715 restaurant guest checks were missing between guest check numbers 336211 and 
338000, 

 
 All 233,709 restaurant guest checks were missing between guest check numbers 

338001 and 571709, and 
 

 2,163 restaurant guest checks were missing between guest check numbers 571710 and 
574000. 

  
 It should be noted that as part of our initial testing of restaurant revenue, on August 28, 
and September 4, 2008, auditors under the guise of patrons dined at the restaurant to observe 
Food Craft’s restaurant in operation.  However, during our testing we were unable to find in 
Food Craft’s books and records the two guest checks—572208 and 571776— issued during our 
observations. 
 
 According to Food Craft’s accountant, guest checks are not used to report restaurant 
sales.  He stated that there is no system to keep an accurate account of restaurant sales.  Instead, 
he reconciles the deposits on Food Craft’s bank statements to events on the Monthly Contract 
Summary.  The dollar amount that cannot be reconciled to an event is then reported to Parks as 
restaurant sales. 
 
  Since Food Craft cannot account for missing guest checks numbers and restaurant sales 
and it cannot demonstrate that all restaurant revenue was recorded in its books and records and 
reported to Parks, and we cannot be assured that Food Craft paid the appropriate license fees to 
the City. 
  
 
 
 
 
 
 



 14 Office of New York City Comptroller William C. Thompson, Jr.
 

Food Craft Is Not in Compliance with Other  
Provisions of Its License Agreement 
 

Violated Provisions of 
New York State Labor Law  

 
 Food Craft reported $205,854 in service charges during the audit period from March 1, 
2007, to September 30, 2008. However, Food Craft distributed only 23 percent of these service 
charges/gratuities to its wait staff.  The remaining 77 percent of the service charges/gratuities 
collected from banquet and restaurant operations was either retained by Food Craft or distributed 
to other staff, including its general manager, restaurant operator, chefs, and cooks.  This is a 
violation of New York State Labor Law, and Food Craft is not in compliance with its license 
agreement.   In fact, Food Craft retained 61 percent ($124,584) of the service charges and 
reported it as profit. 

 
 Specifically, Food Craft is in violation of Labor Law Section 196-d, Division of Labor 
Standards, New York State Department of Labor.  According to a New York State Department 
of Labor opinion dated March 26, 1999,  
 

If the employer’s agents lead the patron who purchases a banquet or other 
special function to believe that the contract price includes a fixed 
percentage as a gratuity, then that percentage of the contract price must be 
paid in its entirety to the waiter, busboys and “similar employees” who 
work at that function, even if the contract makes no reference to such a 
gratuity.  

 
 Further, a New York State Court of Appeals decision dated February 14, 2008, states; 

 
We hold that the statutory language of Labor Law §196-d can include 
mandatory charges when it is shown that employers represented or allow 
its customers to believe that the charges were in fact gratuities for its 
employees.  An employer can not be allowed to retain these monies. 

 
  
 Food Craft’s violation of New York State Labor Law also puts it in noncompliance with 
its license agreement with Parks. Article 20.1 of the Food Craft’s license agreement states:  
 

Licensee shall comply with and cause its employees and agents to comply 
with all laws, rules, regulations and orders now or hereafter prescribed by 
commissioner, and to comply with all laws, rules, regulations and orders 
of any City, State or Federal agency or governmental entity having 
jurisdiction over operations of the License and the Licensed Premises 
and/or Licensee’s use and occupation thereof. 
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 Food Craft is representing these service charges as gratuities.  According to New York 
State law, all service charges should have been distributed to wait staff who worked at each 
function.   
  
 

Not Fully Operating a Restaurant  
 

 For our audit period, March 1, 2007, to September 30, 2008, Food Craft reported $29,687 in 
revenue from the restaurant sales.  However, according to Food Craft officials, World Fair does not 
operate a restaurant.  Instead it operates as a catering facility, in violation of its license agreement.  
According to Article 1.1 of the Food Craft’s license agreement: 
 

Commissioner hereby grants to Licensee and Licensee hereby accepts from the 
Commissioner this license to renovate and operate a restaurant and catering facility 
at the Licensed Premises for the accommodation, enjoyment and convenience of the 
public in accordance with the terms herein and to the satisfaction of the 
Commissioner. 
 
During our three unannounced observations to assess controls over restaurant sales, we 

noted that there were no other restaurant patrons at World Fair.  In fact, on one observation we 
were turned away because World Fair had two banquets that day.  

 
On our initial unannounced observation Thursday, August 28, 2008, auditors under the 

guise of patrons attempted to have lunch at World Fair.  Initially, the auditors were told that 
restaurant serves only parties of at least ten people and does not serve individual guests.  
However, when one of the auditors went back to use the restroom, one of the owners asked her if 
she came in for lunch.  The auditor said yes and the owner seated them.  There were no other 
patrons in the restaurant. 

 
On Saturday, August 30, 2008, the auditors made a reservation, which was accepted, and 

attempted to have dinner at the restaurant. However, the manager of World Fair informed the 
auditors that the restaurant could not serve them that night because it had two banquets.  He told 
them that World Fair could not take any reservations for the weekends and suggested that they 
come back on a weekday.  When the auditors returned to World Fair for dinner on Thursday, 
September 4, 2008, they noted no other patrons in the restaurant.  The only other people in the 
restaurant were a World Fair employee dining with an unidentified woman.  

 
 Since Food Craft is not fully operating a restaurant, it may not be maximizing the 
facility’s earning potential.  As a result, the City may be losing money that it would have been 
paid in additional license fees.  
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Food Craft Owes $18,646 in Water and Sewer Charges 
 
 According to the New York City Department of Environmental Protection’s Account 
Receivable Transaction History Report, Food Craft owes $18,646 in water and sewer charges, as 
of March 18, 2009.     According to Article 7.1 of Food Craft’s license agreement: 
 

Licensee, at its sole cost and expense, shall directly pay for all utility costs associated 
with Licensee’s construction and operations at the Licensed Premises. . . . Utilities as 
described in this Agreement, may include, but shall not be limited to, electricity, gas, 
heat, coolant, telephone, water and sewer charges. 

 
 
Issues with Capital Improvements 
 
 Food Craft carried out 18 of 29 required capital improvements specified in Exhibit D of 
its license agreement. (See Appendix I.) However, for the remaining 11 required improvements, 
we noted seven cases for which improvements were not done and could not substantiate four.  
We observed the following deficiencies (see Appendix II for photographs): 
 

 Dysfunctional fountain plumbing including clogged drains and inoperable piping.  
Spalled and chipped portions of the concrete parapet, coping, and fountain base.  
Fountain statue paint flaked and peeling.  

 Broken parapets and spalled concrete at portions of the garden wall.  
 Damaged wood trim and railings, and flaked and spotty painting at gazebo and trellis. 
 Damaged caulking around dining area skylight. 
 Portions of discolored and waterlogged ceiling plaster. 
 Missing tiles at kitchen floor. 
 Missing sprinkler heads.  

 
 Furthermore, four required improvements could not be substantiated.  According to Food 
Craft, exterior aluminum siding was painted—not replaced.  The concessionaire also contended 
that it fulfilled the requirement to provide new exterior lighting by installing “string” lighting in 
the outdoor landscaping.  In another case, there was no evidence of a mirror ceiling that was to 
be removed.  In the final case, the concessionaire constructed a sloped tile wall and waterfall 
rather than repair the aquarium.  According to the concessionaire, the modification was 
necessitated and approved by Parks because of a problem with sealing the aquarium effectively.  
However, in all four cases, Parks should have certified in writing or modified the license 
agreement its authorization to change or cancel the required improvements.   
 
 In another matter, we note that Exhibit D of the license agreements requires the 
concessionaire to carry out repairs or replacements to various building elements (e.g., repair 
garden wall, repair roofing system) for 11 of 29 items, despite the fact that license agreement 
§11.1 specifies that “Licensee shall, at its sole cost and expense . . . put, keep, repair and 
preserve in good order the Licensed Premises.”  Given this stipulation, Parks should have 
excluded the 11 repair items from the list of the 29 required capital improvements.  Had Parks 
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done so, the repair work could have been carried out by the concessionaire at its own expense—
not as part of the required capital improvement expenditures under Exhibit D.     
 
 Finally, Food Craft reported $239,134 in capital improvements.  However, we question 
$229,134 of these capital improvements because Food Craft had inadequate supporting 
documentation.  Specifically, the supporting documentation lacked one or more of the following:  
requests for work, invoices, records of payments, and written approval by Parks.  
 
 



 18 Office of New York City Comptroller William C. Thompson, Jr.
 

RECOMMENDATIONS 
 
 
 Food Craft officials should: 

 
1. Pay the City the additional $1,980 in license fees and late charges assessed in this 

audit report. 
 

Food Craft’s Attorney Response: “In response to the recommendation that World’s Fair 
Marina repay the City the additional $1,980 in license fees and late charges the World’s 
Fair Marina has previously paid the original $675 that was the figure provided in the 
original draft report and will now pay the remaining $1,305. The checks for payment are 
attached hereto as Exhibit F.” 

 
Parks Response: “On June 9, 2009 Food Craft submitted a payment to Parks in the 
amount of $675 to begin to address the amount due in Recommendation 1 of the 
Preliminary Draft Report.  In our NTC [Notice to Cure] to Food Craft, Parks has 
demanded payment of the remaining amount of $1,305 within thirty (30) days.” 

 
2. Take immediate action to strengthen its internal controls over the financial operations 

of the restaurant, the bar, and banquet hall.  These actions should include: 
 

 Creating and maintaining a complete and accurate cash receipts journal that 
records all individual transactions of receipts of cash that includes at least basic 
information such as the date cash was received, the dollar amount received, and 
the patron from whom the cash was received,   

 
 Installing and maintaining a cash register, point of sale system, or other device to 

record its banquet and restaurant sales, and 
 

 Issuing sequentially pre-numbered banquet contracts, invoices, and restaurant 
guest checks. 

 
Food Craft’s Attorney Response: “In response to the recommendation that the World’s 
Fair Marina take immediate action to strengthen its internal controls over its financial 
operations, the World’s Fair Marina has taken the following steps:  
 
A. As of February 2009, long before the receipt of these recommendations, World’s Fair 

Marina installed and implemented CATEREASE, a state of the art POS [Point of 
Sales] system, specifically tailored to catering establishments in place of the 
sequentially numbered banquet contracts, after the system was reviewed and 
approved by the Parks Department.  (see Exhibits A, B).  The system together with 
Quickbooks which has also been installed, fully complies with the criteria requested 
by the Audit.” 
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Parks Response: “In its NTC, Parks has directed Food Craft to fully comply with 
Recommendation 2. Food Craft has already installed a point-of-sale system for its 
catering services, which automatically creates sequentially pre-numbered banquet 
contracts and invoices and provides an electronic banquet calendar to clearly indicate 
scheduled events. Food Craft has also improved its controls over its restaurant sales and 
is retaining all sequentially pre-numbered guest checks and is entering each restaurant 
sale through its cash register. Through the NTC, Parks is now also directing Food Craft to 
purchase a point-of-sale system to record its restaurant sales. These improvements 
represent but a beginning of the comprehensive internal control improvements that are 
called for in Food Craft’s operations. As noted at the beginning of this letter, if Parks 
decides not to terminate this concession in the near term, Parks would instead direct Food 
Craft to hire a City-selected Financial Monitor, to ensure and verify that Food Craft fully 
implements Recommendation 2 in a timely manner, among other tasks.” 

 
3. Distribute all service charges to its wait staff who worked at each function, in 

accordance with Labor Law Section 196-d, Division of Labor Standards, New York 
State Department of Labor. 

 
Food Craft’s Attorney Response: “In response to the Audit recommendation that all 
service charges should be distributed to the waiter staff, we disagree and would like to 
review the position with counsel for the City.  The Worlds Fair Marina service charges 
are not gratuities within the meaning of Labor Law Section 196-d, the New York State 
Department of Labor opinion dated March 26, 1999 and the New York State Court of 
Appeals decision dated February 14, 2008.  They are distinguishable from gratuities as 
the customers were told to give gratuities directly to the staff (see Exhibit F, attesting 
thereto).  In the event counsel for the City resolves that reimbursement is warranted we 
will not object to reimbursement.  In further support of our position, we annex a 
customer’s statement that he was told to give gratuities directly to the staff, whereas the 
service fee was paid to the establishment.  Going forward, we propose to include in the 
contracts a clarification that the service charges are not gratuities and that all gratuities 
should be given directly to the staff.” 
 
Parks Response: “Parks has referred to the Law Department the issues raised in 
Recommendation 3, and will make a determination covering said issues once it has 
received the Law Department’s advice.” 
 
Auditor Comment:  Contrary to Food Craft’s Attorney’s response, Food Craft does treat 
service charges as gratuities.  Specifically, invoices presented to its patrons show that 
services charges were added to the bill after calculating sales tax, which indicates that 
services charges are gratuities since no sales tax was charged or calculated.  In fact, some 
of the Food Craft invoices identified the additional charge as a “gratuity.”  In addition, 
Food Craft’s general ledger separates banquet revenue, sales tax on banquet revenue, and 
service charges.  If service charges were banquet revenue, as alleged by Food Craft’s 
Attorney, rather than a gratuity, Food Craft should have included the service charges in 
revenue and paid sales tax on that amount.  Finally, Food Craft’s payroll records, 
including W-2 forms submitted to each employee and the Internal Revenue Service, 
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indicated that Food Craft does collect gratuities, however, only 23 percent of gratuities 
was distributed to its wait staff. 
 
Obviously, Food Craft is representing and treating service charges as gratuities.  
However, instead of distributing all of the service charges/gratuities collected to its wait 
staff, Food Craft either retained or distributed it to other staff, including its general 
manager, restaurant operator, chefs, and cooks.  In fact, as previously stated, Food Craft 
retained 61 percent ($124,584) of the service charges and reported it as profit.  
 
4. Operate a restaurant at the facility, as required by its license agreement.  

 
Food Craft’s Attorney Response: “In response to requirement for a restaurant on the 
premises; World’s Fair Marina, has been operating and continues to operate restaurant 
services on the premises.  There is a restaurant menu, and waiters to serve food.  
Unfortunately, there are few clients for a restaurant as there is no local population and the 
exit from the highway has been shut down.  We are working with the Parks department 
on improving accessibility to the premises.” 

Parks Response: “Food Craft is required by its Agreement to operate a restaurant, and 
Food Craft’s management understands this responsibility.  We have worked with Food 
Craft to establish a temporary operating schedule for lunch and dinner (which has been in 
place for several months) that Food Craft is mandated to follow and that Parks is 
monitoring for compliance.  There is not a large public demand for walk-in dining at this 
facility due to its location.  Therefore, there are times when Parks will allow, with 
appropriate notice, the Restaurant to be closed to walk-in diners if both the first and 
second floor dining areas are being substantially used for events by Food Craft 
customers.” 
 
5. Immediately, pay all outstanding water and sewer charges related to the licensed 

premises. 
 

Food Craft’s Attorney Response: “In response to the requirement to pay all outstanding 
water and sewer charges, these have been paid and annexed hereto as Exhibit I are copies 
of said payments, totaling $20,976.69.  The only reason they had not been paid earlier, 
was that they had not been billed until recently.”  
 
Parks Response: “In its NTC, Parks had directed Food Craft to immediately (within 30 
days) pay all outstanding water and sewer charges related to the licensed premises.” 

 
6. Complete all required capital improvement work. 

 
Food Craft’s Attorney Response: “In response to the requirements of the capital 
improvement work, the present ownership of the World’s Fair Marina, has been diligent 
to complete the improvements.  Aside from the fountain improvement which was paid for 
but has not yet been completed, upon information and belief, all of the other required 
capital improvement work has been performed. Photographs attesting to the 
improvements as annexed hereto as Exhibit G.” 
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Parks Response: “In its NTC, Parks has reminded Food Craft that it must complete all 
capital improvement work in a manner that satisfies the requirements of the Agreement.  
Specifically, we have directed Food Craft to complete improvements to the fountain/pool 
area, to repaint the fountain/pool statue, provide new exterior lighting, and to restore 
partially damaged areas around the premises, such as the wood trim and railings at the 
gazebo.  These improvements must be completed no than September 18, 2009.” 

 
 

Parks should: 
 

7. Issue a Notice to Cure requiring the payment of the additional $1,980 license fees and 
late charges due from Food Craft management assessed in this audit report. 

 
Parks Response: “We have addressed Recommendation 7 by issuing an NTC to Food 
Craft requesting payment of the additional license fees and late charges due the City.” 
 
8. Consider terminating the agreement. 

 
Parks Response: “[W]e note that the Comptroller suggests that Parks consider 
terminating its Agreement with Food Craft. Parks concurs with the Comptroller as to the 
serious nature of the concerns regarding Food Craft’s fitness. We will advise the 
Comptroller once a determination is made concerning termination or continuation of this 
Agreement.”  
 
9. If for reasons presently unknown to us and Parks decides to continue this agreement, 

Parks should assign a Parks employee to closely monitor Food Craft’s operations 
through the remainder of the contract period to ensure that the appropriate license 
fees are paid.  

 
10. Issue a Notice to Cure mandating that Food Craft management: 

 
 Establish and implement an adequate system of internal controls over the 

financial operations of the restaurant, the bar, and banquet hall, 
 
 Distribute all service charges in accordance with the New York State Labor Law, 

and 
 

 Complete all required capital improvement work. 
 
Parks Response: “We have also addressed Recommendations 8, 9 and 10, by issuing an 
NTC to Food Craft and by requiring, in the event that Parks decides not to terminate this 
concession in the near term, Food Craft to hire a DOI [Department of Investigation]-
approved Financial Monitor to ensure that it implements the Recommendations outlined 
in the Report.” 
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Auditor Comment: We are pleased that Parks has taken steps to strengthen its monitoring 
of Food Craft.  However, we are concerned that a Financial Monitor that is hired and paid 
by Food Craft would impair its ability to independently monitor and report any 
deficiencies to Parks and DOI.  
 
11. Ensure that all modifications to capital improvement requirements are approved and 

documented with formal agreements with the concessionaire. 
 

Parks Response: “Regarding Recommendation 11, Parks will continue to document any 
modifications to the capital improvement requirements.  Any such changes must be 
approved by Parks in writing.” 
 
12. Ensure that all repair and maintenance work be excluded from license agreement 

provisions that require concessionaires to expend funds for capital improvements. 
 

Parks Response: “Regarding Recommendation 12, we note that the subject matter of this 
Report was Food Craft’s compliance with the existing Agreement, which contains a 
specific list of improvements to the premises for which Food Craft was responsible.  
While the Agreement denominates those as ‘capital’ improvements, the critical factor for 
compliance purposes was whether or not Food Craft made the improvements, rather than 
what they are called.  Parks remains willing to discuss with the Comptroller’s Office any 
question or differences it may have concerning the types of improvements that are 
defined as capital improvements in future concession agreements as they arise, but such 
matters are not relevant to Food Craft’s current compliance status.  Parks will continue to 
ensure that Food Craft complies with all of its capital requirements as they are set forth in 
detail in the current Agreement.” 
 
Auditor Comment: A capital improvement is an addition to real property that 
substantially adds to the value of the real property.  By including maintenance and 
repairs, which are already required in the license agreement, in capital improvements, 
Parks is relieving Food Craft of its responsibility to improve and add value to City 
property, which is in the best interest of the City. 
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Photograph #1, Spalled and Chipped Concrete at Fountain Base 
 

 
 

Photograph #2, Clogged Drain at Dysfunctional Fountain 
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Photograph #3, Broken and Cracked Garden Wall Concrete 
 

 
  

Photograph #4, Damaged Wood Trim at Gazebo 
 

 



APPENDIX II 
Page 3 of 4  

 
Photograph #5, Damaged Caulking at Skylight 

 

 
 

Photograph #6, Waterlogged Ceiling Plaster  
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Photograph #7, Missing Tiles at Kitchen Floor 
 

 
 

Photograph #8, Missing Sprinkler Heads 
 

  
 


































































































