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Audit Report In Brief

The Comptroller’s Office is required to audit all rental credits claimed by the New York
Yankees for the maintenance of City-owned Yankee Stadium. Under the terms of the lease, the
Yankees are responsible for the care and upkeep of Yankee Stadium, and the costs incurred by the
Yankees for maintaining the stadium are offset against any rental income due the City from the
Yankees. Thus, every approved dollar spent and accounted for as a rental credit for the maintenance
of the stadium results in a dollar-for-dollar decrease in the rent due the City.

Audit Findings and Conclusions

The audit found that Yankees rental credits submitted for the first quarter of 2002 were
overstated by $101,801.79, as follows:

• $35,340.08 in payroll charges consisting of excess security charges and salary
expenses that should have been paid by the Yankees.

• $56,174.96 in payments to PEM Electric consisting of labor and material costs that,
based on the terms of the agreement, cannot be charged to the City.

• $4,993.06 in sales tax on fuel. According to an October 29, 1993, settlement
agreement that designated the Yankees as agents of the City, maintenance credits for
sales tax are not an acceptable deduction.

• $226.00 for expenses that are not chargeable to the City.

• $4,093.44 in Yankee Stadium repairs that consisted of purchases that are not
chargeable to the City.

• $974.25 in “Other Expenses” that are not chargeable to the City.
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Audit Recommendations

We recommend that the Yankees: deduct $101,801.79 from the total rental credits taken
for maintenance pertaining to the first quarter of 2002; ensure that all maintenance credits
claimed are properly supported by sufficient documentation; and, obtain appropriate approvals
before submitting rental credits to the Comptroller’s Office. In addition, we recommend that the
Department of Parks and Recreation (Parks) ensure that the Yankees comply with the report’s
recommendations.

The Yankees responded that they accept $101,801.79 as a Yankees cost.

Introduction

Background

In accordance with the 1972 lease agreement between the New York Yankees (the Yankees)
and the City of New York (the City), the Comptroller’s Office is required to audit all rental credits
claimed by the Yankees for the maintenance of Yankee Stadium. Under the terms of the lease, the
Yankees are responsible for the care and upkeep of City-owned Yankee Stadium, and the costs
incurred by the Yankees for maintaining the stadium are offset against any rental income due the
City from the Yankees. Thus, every approved dollar spent and accounted for as a rental credit for
the maintenance of the stadium results in a dollar-for-dollar decrease in the rent due the City.

The general rule for eligible work is that the City pays to maintain all areas of the stadium
except Yankees’ offices, concession space, the receiving room, the Commissary, and the restaurant
space (Yankee Club, Yankee Dining Room, Pinstripe Pub, and Stadium Club). The City also pays
for materials used to maintain the stadium; however, it does not pay for uniforms or tools.  Since the
rental credits are subject to the approval of the Comptroller’s Office, the Yankees are required by
the lease to submit to the Comptroller all documentation necessary for the audit of rental credits.
The Yankees and the Comptroller’s Office have agreed to audit the supporting documentation for
the maintenance credits claimed each quarter. The Comptroller’s Office will present its findings to
the Yankees in a preliminary draft report and at an exit conference before issuing a draft report.
Within two weeks of the issuance of the draft report, the Yankees can submit to the Comptroller’s
Office any additional documentation that was previously omitted to support any rental credits
claimed. Once this documentation is received and reviewed, the Comptroller’s Office will issue a
final report.

Objectives

Our audit objectives were to determine whether the Yankees:

• adequately documented and supported the submitted labor and materials charges;

• submitted eligible invoices for reimbursement in the form of rental credits that were
in accordance with the lease agreement; and

• accurately calculated all credits and did not deduct non-City charges from the rent
due for the first-quarter period, January 1–March 31, 2002.



Office of New York City Comptroller William C. Thompson, Jr.3

Scope and Methodology

The audit scope covered the first quarter, January 1–March 31, 2002.  The Comptroller’s
Bureau of Financial Audit and Bureau of Engineering examined 100 percent of the labor and
materials charges and the supporting documentation submitted by the Yankees.

To determine whether the billings for labor and materials were justified under the lease,
financial auditors reviewed all source documents for each month of the quarter pertaining to the
billings of two subcontractors—River Payroll (Cleaning Services), under Schedule A-1 in
Appendix I; and PEM Electric, under Schedule A-2 in Appendix I—for adequate documentation.
The documents included invoices, time sheets and payroll reports, and activity reports to support
the costs of labor and materials charged to the City.

In addition, financial auditors verified the charges for materials under Schedule A-2
(PEM Electric) for appropriateness and reasonableness. A settlement agreement of October 29,
1993, designated the Yankees as agents of the City, and therefore determined that maintenance
credits for sales tax were not accepted as credits against rental income. In this regard, we verified
that charges for materials did not include sales tax.

We verified the accuracy of all retroactive salary adjustments to the respective supporting
documentation or relevant agreements.

We documented all unwarranted and unreasonable charges for rental credits on a
spreadsheet with our comments, and included them as appendices to this report. We calculated
all dollar amounts on the supporting schedules for accuracy, and reconciled those amounts with
the total amounts listed on the lead schedule for all vendors from Schedules A-1 through A-6.

The Bureau of Engineering is responsible for auditing all other vendor invoices for
accuracy and credit eligibility that includes the headings of Miranda Fuel, Brown & Silver,
Stadium Repairs, and Other Expenses in Schedules A-3 through A-6 in Appendix I. Their
findings are included in this report.  The Bureau of Engineering used the following steps to allow
or to disallow rental credits:

• To verify the cost of an item, an invoice and check must be submitted.

• To receive maintenance credit toward rent, the Yankees must provide pre-
authorization and acceptance reports from the Parks for the work or services
performed.

Without the submission of the above supporting documentation, maintenance costs
submitted as credits against rental income are disallowed.

These audits are lease-mandated, and thereby require that the Yankees submit all source
documents to the Comptroller’s Office to receive credits toward rental income due to the City.

We did not conduct an entrance conference or evaluate the Yankees’ internal controls
over the process and procedures for payment of the invoices submitted to support maintenance
credits. However, we verified that all documents contained valid certification from Parks
designees at Yankee Stadium as proof that labor costs were incurred and that material was
purchased and received.
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The audit was conducted in accordance with generally accepted government auditing
standards (GAGAS) and included all tests we considered necessary under the circumstances.
The audit was performed in accordance with the audit responsibilities of the City Comptroller as
set forth in Chapter 5, § 93, of the New York City Charter.

Discussion of Audit Results

The matters covered in this report were discussed with officials from the Yankees and
from Parks during and at the conclusion of this audit.  A preliminary draft report was issued on
December 5, 2002.  On January 8, 2003, Yankee officials sent us a letter waiving their right to an
exit conference.  On January 14, 2003, we submitted a draft report to Yankees and Parks officials
with a request for comments. We received a response from the Yankees on February 6, 2003.

In the draft of this report, we disallowed rental credits totaling $163,211.55. However,
after our review of the documentation provided by the Yankees and by Parks subsequent to the
issuance of that report, we allowed additional rental credits of $61,409.76. This resulted in a final
disallowance of $101,801.79, which the Yankees accepted as a Yankees cost. Therefore, Parks
should ensure that the Yankees deduct $101,801.79 from their rental credits.

This final report reflects our changes based on additional documentation submitted by the
Yankees and by Parks.  The Yankees response is included as an addendum to this final report.
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Findings and Recommendations

Overstatement of Rental Credits

Rental credits audited under the schedules submitted for the first quarter of 2002 were
overstated by $101,801.79, as summarized below:

Table I

Disallowance Schedule*

Schedule Billed Allowed Disallowed

A-1 (River Payroll) $310,916.82 $275,576.74 $35,340.08
A-2 (PEM Electric) 312,518.22 256,343.26  56,174.96
A-3 (Miranda Fuel) 65,514.90 60,521.84 4,993.06
A-4 (Brown & Silver) 6,564.55 6,338.55 226.00
A-5 (Stadium Repairs) 480,671.71 476,578.27 4,093.44
A-6 (Other Expenses) 1,659.31 685.06 974.25

Total $1,177,845.51 $1,076,043.72 $101,801.79

* All calculations are rounded to two decimal points.

Summaries of the maintenance credit billings as submitted by the Yankees and of our
disallowances for each vendor are presented in Appendix I, Schedules A-1 through A-6.

The River Payroll disallowance of  $35,340.08 consists of the following:

• $26,598.31—for excess security costs from February 1 through March 1, 2002.
Based on the hourly rates stated in the agreement between the Yankees and Burns
International Security (Burns), and on the staffing levels approved by Parks, the
Yankees should have billed the City for only $18,978.05, instead of the
$45,576.36 they actually billed. The Yankees accepted the $26,598.31
disallowance as a Yankees cost.

• $3,760.96—for sales tax charged to the City on Burns’s invoices. As previously
stated in the Scope and Methodology section of this report, based on an October
29, 1993, settlement agreement that designated the Yankees as agents of the City,
maintenance credits for sales tax are not an acceptable deduction. The Yankees
accepted the $3,760.96 disallowance as a Yankees cost.

• $1,191.04—for hours worked on Yankee assignments listed on the time records
as “Field Maintenance.” Under the terms of the lease, those expenses are
chargeable to the Yankees and cannot be offset as maintenance credits against
rental income. The Yankees accepted the $1,191.04 disallowance as a Yankees
cost.

• $1,254.02—for unreasonable third-shift labor charges paid to three employees.
The Yankees accepted the $1,254.02 disallowance as a Yankees cost.
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• $854.31—for contributions to various funds and payroll taxes related to River
Payroll disallowances.1 The Yankees accepted the $854.31 disallowance as a
Yankees cost.

• $563.09—for time paid to two employees who did not sign out or who did not
initial their time sheets at the end of their work shifts; and for hours charged to the
City that were not supported on three employees’ time sheets. The Yankees
accepted the $563.09 disallowance as a Yankees cost.

• $510.98—for incorrect payments made to employees.  Those payments were paid
at time-and-a-half instead of straight time rate, or at double-time instead of time-
and-a-half, or at double-time-and-a-half instead of double time. Based on the
Yankee payroll codes, those employees were paid at a rate higher than allowable
under the Local 30 agreement. The Yankees accepted the $510.98 disallowance as
a Yankees cost.

• $208.75—for the cost of “lunch-not-taken.” Section 162 of New York State Labor
Law states that “every person in any establishment or occupation covered by the
Labor Law must be afforded a meal period of at least thirty minutes.” In addition,
Article VI of the Agreement between Local 32B––32J S.E.I.U., AFL-CIO, and
River Operating Company, Inc. (River Payroll), states, in part: “Hours of work
each day shall be exclusive of a daily lunch period of not more than one (1) hour.”
Moreover, a Parks letter dated June 9, 1997, informed the Yankees that effective
January 1, 1996, Parks would not accept “lunch-not-taken” labor cost credits that
were not approved in advance. The Yankees accepted the $208.75 disallowance
as a Yankees cost.

• $190.02—for incorrect hourly rates paid to “lead utilitymen” and “steady extras.”
Based on the Yankee payroll codes, those employees were paid at a higher rate
than allowable under the Local 32B––32J S.E.I.U., AFL-CIO, CLC agreement.
The Yankees accepted the $190.02 disallowance as a Yankees cost.

• $148.88—for incorrect holiday hours paid to one Local 32B–32J S.E.I.U., AFL-
CIO, CLC employee. The Yankees accepted the $148.88 disallowance as a
Yankees cost.

• $59.72—for double-billed labor hours. Time sheets indicated that two employees
began a second shift even though the first had not ended. As a result, the City was
charged twice for the same expense. The Yankees accepted the $59.72
disallowance as a Yankees cost.

Appendix II gives details of the above disallowances.

The PEM Electric disallowance totaling $56,174.96 consists of $49,994.12 in labor costs
and $6,180.84 in materials charges.

                                                
1  Includes Welfare, Pension, and Annuity Funds.
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The disallowed labor costs totaling $49,994.12 include:

• $17,250.47—for excess credits charged to the City due to a duplicate billing. The
Yankees accepted the $17,250.47 disallowance as a Yankees cost.

• $14,714.47—for hours worked on special projects at the stadium. Those projects
were not pre-approved by Parks, as required by the lease.  The projects included
“Installation of New Camera Positions in Ticket Office,” “Installation of Pump
for Field Irrigation System,” “Removal of Existing Pump and Control Panes for
Irrigation System,” and “Irrigation for Field Renovation.” The Yankees accepted
the $14,714.47 disallowance as a Yankees cost.

• $11,533.58—for hours worked on Yankee assignments that were improperly
charged to the City. The time records identified those expenses are chargeable to
the Yankees and cannot be offset as maintenance credits against rental income.
The Yankees accepted the $11,533.58 disallowance as a Yankees cost.

• $3,427.82—for the difference between the number of worked labor hours
indicated on PEM Electric’s payroll records and the number of labor hours
claimed by the Yankees. The Yankees accepted the $3,427.82 disallowance as a
Yankees cost.

• $1,436.40—for overtime paid to six employees when straight time was warranted.
The Yankees accepted the $1,436.40 disallowance as a Yankees cost.

• $1,155.70—for time paid to two employees who did not sign in, or who did not
initial their time sheets at the end of their work shifts. The Yankees accepted the
$1,155.70 disallowance as a Yankees cost.

• $358.93––for the cost of “lunch-not-taken.” Section 162 of New York State Labor
Law states that “every person in any establishment or occupation covered by the
Labor Law must be afforded a meal period of at least thirty minutes.”
Furthermore, Article VI of the Agreement between Local 32B––32J S.E.I.U.,
AFL-CIO, and River Operating Company, Inc. (River Payroll) states, in part:
“Employment shall, in any one (1) day, be continuous except for rest and meal
periods.”  Moreover, a Parks letter dated June 9, 1997, informed the Yankees that
effective January 1, 1996, Parks would not accept “lunch-not-taken” labor cost
credits that were not approved in advance. The Yankees accepted the $358.93
disallowance as a Yankees cost.

• $116.75—for labor hours not worked that, under the terms of the lease, cannot be
offset against rental income due the City. The Yankees accepted the $116.75
disallowance as a Yankees cost.

Appendix III gives details of the above disallowances for PEM Electric labor hours.

The disallowed materials costs totaling $6,180.84 include:

• $5,277.70—for lighting expenses. Based on the documentation provided by the
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Yankees, we were unable to determine whether the lighting expenses were City
charges or Yankee charges. The Yankees accepted the $5,277.70 disallowance as
a Yankees cost.

• $328.72—for a duplicate billing of an invoice previously billed in the fourth
quarter of 2001. The Yankees accepted the $328.72 disallowance as a Yankees
cost.

• $266.98—for items that cannot be confirmed as a City cost from the description
on the invoices provided. The Yankees accepted the $266.98 disallowance as a
Yankees cost.

• $41.28—for irreconcilable differences between the labor hours reported on the
Yankees billings and the computed amount from the labor hours on the invoices.
The Yankees accepted the $41.28 disallowance as a Yankees cost.

• $266.16—for a 4.5 percent overhead charge pertaining to disallowed materials.2

The Yankees accepted the $266.16 disallowance as a Yankees cost.

Appendix IV gives details of the above disallowances for materials charges.

The Miranda Fuel disallowance of $4,993.06 consists of sales tax charged to the City. As
previously stated, based on an October 29, 1993, settlement agreement that designated the
Yankees as agents of the City, maintenance credits for sales tax are not an acceptable deduction.
The Yankees accepted the $4,993.06 disallowance as a Yankees cost.

The Brown and Silver disallowance of $226 consists of costs that under the terms of the
lease are not chargeable to the City. The Yankees accepted the $266 disallowance as a Yankees
cost.

The Stadium Repairs disallowance of $4,093.44 consists of items that under the terms of
the lease are not chargeable to the City. The Yankees accepted the $4,093.44 disallowance as a
Yankees cost.

Other Expenses disallowances of $974.25 include expense items that under the terms of
the lease are not chargeable to the City. The Yankees accepted the $974.25 disallowance as a
Yankees cost.

Appendices V and V.1 include the details for the above-stated disallowances pertaining
to Schedules A-3 through A-6.

                                                
2  The PEM Electrical and Maintenance Agreement with the Yankees, § 2(e), entitles PEM Electric to
include a 4.5 percent overhead charge (contract adder) for materials purchased for the maintenance of the
stadium.
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Recommendations

We recommend that the Yankees:

1. Deduct $101,801.79 from the total rental credits for maintenance pertaining to the
first quarter of 2002.

2. Ensure that all maintenance credits claimed are properly supported by sufficient
documentation and appropriate approvals from Parks are obtained prior to
submitting rental credits to the Comptroller’s Office.

We recommend that Parks:

3. Ensure that the Yankees comply with the report’s recommendations.




































