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To the Citizens of the City of New York 
 
 
Ladies and Gentlemen: 
 
In accordance with the responsibilities of the Comptroller contained in Chapter 5, § 93, of the 
New York City Charter, my office has audited the compliance of First Tee of Metropolitan 
New York, Inc., with provisions of its license agreement with the Department of Parks and 
Recreation. 
 
Under the terms of the license agreement to operate and maintain the Mosholu Golf Course 
in the Bronx, First Tee is required to pay the City the greater of a minimum annual fee or an 
annual percentage of gross receipts.  We audit concessions such as this to ensure that private 
concerns under contract with the City comply with the terms of their agreements, properly 
report revenue, and pay all fees due the City. 
 
The results of our audit, which are presented in this report, have been discussed with officials 
of First Tee and the Department of Parks and Recreation and their comments have been 
considered in preparing this report.  Their complete written responses are attached to this 
report. 
 
I trust that this report contains information that is of interest to you.  If you have any 
questions concerning this report, please e-mail my audit bureau at 
audit@Comptroller.nyc.gov or telephone my office at 212-669-3747. 
 
 
Very truly yours, 
 

 
William C. Thompson, Jr. 
 
WCT/fh 
 
Report:     FR07-091A 
Filed:        June 29, 2007 
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The City of New York 
Office of the Comptroller 

Bureau of Financial Audit 
 

Audit Report on the Compliance of 
First Tee of Metropolitan New York, Inc., with Its  

License Agreement and Payment of Fees Due 
 

FR07-091A 
 

 

AUDIT REPORT IN BRIEF 
 
 We performed an audit of the license agreement between the Department of Parks and 
Recreation (Department) and First Tee of Metropolitan New York, Inc., (First Tee) to operate 
and maintain the Mosholu Golf Course and associated facilities (i.e., driving range, snack bar, 
pro-shop) in Van Cortlandt Park, the Bronx.  First Tee operates as the local chapter of a non-
profit organization dedicated to providing young people with free golf instruction, developmental 
and educational programs.   
 
 According to the license agreement, First Tee is required to pay the City the greater of a 
minimum annual fee or an annual percentage of gross receipts.  In addition, the agreement 
required First Tee to reconfigure and make temporary improvements to the golf course after 
portions of the concession premises were selected by the City’s Department of Environmental 
Protection and the Department as the site of a new water treatment plant.  Moreover, the 
agreement stipulates that the City will reimburse First Tee quarterly for the revenue that would be 
lost as a result of disruptions caused by the treatment plant’s construction. 
 
 The audit determined whether First Tee properly calculated gross receipts and license 
fees due the City, and paid these license fees on time; complied with requirements for obtaining 
reimbursements for undertaking temporary improvements and for recovering lost revenue; and 
complied with other major requirements of its license agreement (i.e., security deposit, 
insurance, submission of required reports). 

  
 For calendar year 2006, First Tee reported receiving $537,482 in gross receipts and 
surcharges and paid the minimum required $140,000 in fees. 

 
 

 Audit Findings and Conclusions  
 
We concluded that the amount of gross receipts that First Tee reported to the Department 

for calendar year 2006—$537,482—was not accurately reported.  First Tee should have reported 
an additional $18,704 in gross receipts from program fees.  Furthermore, an additional $21,245 
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in receipts is questionable because they lacked adequate supporting documentation to qualify as 
sponsorships, which would have permitted their exclusion from gross receipts.   

 
 Nevertheless, the additional receipts would not have resulted in the $140,000 minimum 

annual fee threshold being exceeded and would not have affected the $52,111 in surcharges paid 
by First Tee to the Department.  However, the additional receipts do affect the reimbursements 
that First Tee received for lost revenue.   
 
 First Tee improperly calculated the amount of revenue that was lost as a result of disruptions 
caused by construction of the water treatment plant.  First Tee understated its excess gross revenue 
and was overpaid $157,556 in reimbursements for lost revenue in calendar year 2006.  Moreover, 
given that First Tee did not provide documentation to substantiate an additional $21,245 in 
revenue, First Tee may actually have been overpaid $178,801 in reimbursements.  Lastly, First 
Tee did not deposit in a required interest bearing account additional reimbursements it received 
for making temporary improvements to the golf course.  Consequently, the City was not credited 
with up to $53,115 in interest revenue.    
 

First Tee generally complied with license agreement requirements pertaining to paying 
utility bills on time, submitting the required security deposit, maintaining proper insurance 
coverage, submitting on time a report of rounds of golf played and a statement of gross receipts.   

 
 However, we identified internal control weaknesses in the manner in which First Tee 
recorded the $537,482 in revenue that was reported to the Department.   Moreover, First Tee did 
not have the required insurance endorsements, did not submit on time the required income and 
expense statement or financial statements with a summary comparing actual gross receipts with the 
receipts that it anticipated as a result of disruptions from the treatment plant’s construction.   
 
Audit Recommendations 
 

We make a total of 13 recommendations as follows: 
 
First Tee should:  

 
• Obtain prior Department approval for all sponsorship agreements that are being used 

for charitable purposes. 
 

• Include all revenue from programs fees when reporting gross receipts. 
 

• Credit the City up to an additional $178,801 for excess gross receipts earned during 
operating year 2006.  
 

• Calculate excess gross receipts by using modified projected gross receipts, as required 
by the license agreement.   
 

• Submit quarterly and annual reports to the Department as required.    
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• Immediately transfer all remaining funds and future advances to the designated 
interest bearing account. 

 
• Maintain sufficient internal controls so that revenue figures from the cash register Z-

tapes are accurately recorded in the daily spreadsheets and reported to the 
Department.  
 

• Include in monthly revenue reports to the Department all locker rental receipts in the 
months earned. 
 

• Maintain sufficient internal controls so that all green-fee-tag receipts are properly 
collected and revenue is adequately reconciled with cash register Z-tapes. 

 
• Ensure that the City of New York and the Department are included in the policies as 

sole or additional insured parties and ensure that all policies contain the proper 
endorsements.   

 
• Submit to the Department income and expense reports within the required 60 days. 

 
The Department should: 

 
• Ensure that First Tee complies with the terms of the license agreement. 

 
• Deduct up to $53,115 from future advances or reimbursements to First Tee, and 

ensure that First Tee deposits all funds in an interest bearing account. 
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INTRODUCTION 
 
Background 
   
 On June 9, 2004, the Department of Parks and Recreation (Department) signed a sole- 
source license agreement with First Tee of Metropolitan New York, Inc. (First Tee) to operate 
and maintain the Mosholu Golf Course and associated facilities (i.e., driving range, snack bar, 
pro-shop) in Van Cortlandt Park, the Bronx.  First Tee operates as the local chapter of a non-
profit organization dedicated to providing young people with free golf instruction, developmental 
and educational programs.  According to the agreement, First Tee is required to pay the City the 
greater of a minimum annual fee or an annual percentage of gross receipts consisting of 19 
percent of green fees, reservations, driving range and cart rentals, plus 5 percent of revenue from 
merchandise, snack bar and other items, plus 35 percent of ID card revenue.  In addition, First 
Tee is required to pay the City 75 percent of its revenue from surcharges imposed on green fees.  
For operating year 2006, the minimum annual fee was $140,000. 
 
 The license agreement also required First Tee to reconfigure and make temporary 
improvements to the golf course after portions of the concession premises were selected by the 
City’s Department of Environmental Protection (DEP) and the Department as the site of a new 
water treatment plant.  For undertaking the temporary improvements, the agreement as amended 
stipulates that First Tee will be reimbursed up to $13,541,460.  Moreover, the agreement 
stipulates that the City will reimburse First Tee quarterly for the revenue that would be lost as a 
result of disruptions caused by the treatment plant’s construction.1  The agreement obligates First 
Tee to deposit the cash advances and reimbursements for improvements to the golf course in an 
interest-bearing account and credit the interest annually to the City. 
  
 Additionally, the agreement requires First Tee to complete $250,000 in capital 
improvements; promote and conduct a junior development or youth program with scholarships 
and fee-based membership; and purchase products from designated distributors.2   The term of 
the agreement, commencing on July 1, 2004, is for a maximum period of 20 years.  The license 
agreement also requires First Tee to maintain the proper amounts of insurance, deposit $56,250 with 
the New York City Comptroller’s Office as security, and pay all utility charges, including 
electricity, gas, heat, coolant, telephone, water, and sewer charges.   
 
 Gross receipts include all funds received by First Tee, including income from the operation 
of the premises, special events, sales made for cash or credit, all sales made by other operators using 
the premises, and all funds and deposits received for services rendered by First Tee.  In addition, 
gross receipts include funds from all sponsorships, except sponsorships for charitable purposes that 
have been approved by the Department. For calendar year 2006, First Tee reported receiving 
$537,482 in gross receipts and surcharges and paid the minimum required $140,000 in fees. 
 

                                                 
1However, if the actual loss of revenue is less than the anticipated loss, (known as “excess gross receipts”), the 
agreement requires First Tee to credit the City the excess gross receipts. 
 
2 In contrast to the temporary improvements for which it is reimbursed, First Tee must expend $250,000 of 
its own funds to undertake capital improvements after the treatment plant has been completed.   
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 Finally, First Tee is required to submit the following reports to the Department: on or before 
the 30th day following each month of each operating year, a report of rounds of golf played during 
the preceding month and a statement of gross receipts; on or before the 60th day following each 
operating year, an income and expense statement; within 30 days of the end of each operating year, 
a signed and verified financial statement with a summary comparing actual gross receipts with the 
receipts it anticipated as a result of disruptions from the treatment plant’s construction.  All reports 
submitted to the Department must be signed and verified by an officer of the licensee.    
 
  
Objectives   
 
 The objectives of this audit were to determine whether First Tee:  

 
• properly calculated gross receipts and license fees due the City, and paid these license 

fees on time; 
 
• complied with requirements for obtaining reimbursements for undertaking temporary 

improvements and for recovering lost revenue; and 
 
• complied with other major requirements of its license agreement (i.e., security 

deposit, insurance, submission of required reports). 
  

 
Scope and Methodology 

 
 This audit covered the period: January 1, 2006, through December 31, 2006, for all 
revenue collected and for all City reimbursements to compensate First Tee for loss of revenue; 
and, July 1, 2004, through December 31, 2006, for all City reimbursements and cash advances to 
compensate First Tee for making temporary course improvements.   
 

To achieve our audit objectives, we reviewed the license agreement between the 
Department and First Tee.  On October 24, 2006, we conducted a walkthrough at Mosholu Golf 
Course to understand First Tee’s operations and the way that cash receipts were processed from 
cash received to bank deposits.  We interviewed First Tee’s executive director and manager of 
accounts payable and observed the operations of the golf registration desk, the pro-shop, and the 
snack bar.  In addition, we inspected the golf course facilities and observed existing conditions.  
We determined the responsibilities of key personnel as they related to cash receipts, deposits, and 
recordkeeping. 

 
On September 25 and October 3, 2006, we conducted unannounced observations of the 

golf course.  We purchased tickets and paid fees for the golf course, driving range, and a pro-golf 
lesson.  We also made purchases at the snack bar and pro-shop.  We observed the manner in 
which parking and green fees were collected and noted whether the reservation attendant 
provided us with separate receipts for the golf cart and green fees, and whether the “starter” at 
the first tee verified that each golfer had a receipt and coordinating tee-off time.   In addition, we 
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subsequently determined whether our purchases were included in First Tee’s accounting records.  
Our observations were documented in memoranda. 

 
We examined 100 percent of the $433,729 in green fees and associated revenue reported 

to the Department in the monthly revenue reports for the use of Mosholu Golf Course for 
calendar year 2006. These included: green fees $300,721; cart rentals $61,794; driving range fees 
$42,170; parking lot fees $14,054; locker rentals $1,890; identification card fees $3,100; and rent 
for food and beverages $10,000. In addition, we tested First Tee’s transactions for operating year 
2006 to verify the soundness of internal controls over gross receipts and to determine whether 
the controls were operating as represented by management.  To ensure that the gross receipts and 
license fees were properly calculated and reported to the Department, we reconciled the daily 
summary-by-item cash register tape transactions (Z-tapes) and driving range control worksheets 
to the gross receipt reports submitted to the Department.  We then compared and reconciled the 
revenue shown on First Tee’s daily spreadsheets (i.e., the daily/monthly sales journals) to the 
revenue reported to the Department and to revenue computed from the Z-tapes.  

 
To determine whether First Tee maintained proper records and accounted for all sales 

(specifically, the green fees) , we compared the amounts on First Tee’s daily detailed Z-tapes to the 
receipts attached to each individual bag tag stub.  To accomplish this objective, we performed a 
manual count of all bag tag stubs issued to each golfer for the week of July 1–7, 2006, (within the 
highest grossing month of the year) to determine whether all sequentially numbered bag tag stubs 
were accounted for and whether the amounts on the attached receipts were reconciled with the Z-
tapes.   

 
In addition, we performed a manual count of parking stubs for the entire month of July 2006 

and reconciled the resulting parking revenue to the amounts on the daily Z-tapes.  We then 
compared the month’s revenue to the amount reported to the Department. 

 
In order to test reported cart rental revenue, we determined whether cart rental sales tax was 

properly calculated and reported.  We analyzed and reconciled First Tee’s cart rental sales tax 
recorded on the Z-tapes and compared it with the amount reported on the quarterly sales tax returns 
(tax form ST-102) for the first three quarters of operating year 2006. 

 
To ascertain whether $103,753 in additional reported gross receipts from the snack bar and 

pro-shop was properly reported ($65,462, and $38,291 respectively), we analyzed the respective 
sub-lessees monthly sales journal for the highest grossing month of the year (July 2006).  We traced 
the cash register Z-tapes for each operation to the respective monthly sales journal to ensure that all 
sales, rentals, repairs, and lessons reported were accurate and reasonable.  We then traced these 
amounts to the monthly revenue reports submitted by the sub-lessees to First Tee to ensure that 
revenue was properly reported to First Tee.  Lastly, we reconciled these amounts to First Tee’s 
monthly gross receipts reported to the Department to determine whether all revenue was properly 
reported to the Department.  

 
To ascertain whether credit card revenue was included in gross receipts, we reconciled the 

revenue amounts recorded on credit card slips and settlement reports to the credit card revenue 
recorded on First Tee’s daily spreadsheets.  We determined whether any differences existed 
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between the two revenue documents.  In addition, to determine whether all revenue reported was 
deposited, we reconciled the revenue recorded on First Tee’s daily spreadsheets with the deposit 
slips and bank statements.   

 
We reviewed First Tee’s general ledger to verify the accuracy of all sources of gross receipts 

for operating year 2006 included in the “Monthly Report of Gross Receipts and Golf Course 
Activities” submitted to the Department.  We scheduled the gross receipts reported to the 
Department, by category, and compared these amounts to the revenue recorded, by category, in the 
general ledger.   
 

Concerning funds received as charitable contributions, we met with Department officials to 
understand the method by which these were monitored. We ascertained whether funds received 
from sponsorships: were actually for charitable purposes by reviewing general ledger accounts and 
supporting documentation; had prior Departmental approval; and were not reportable as revenue 
received from the operation of the golf course.  

 
We met with Department officials to understand the process of making reimbursement 

payments.  We reviewed all 19 reimbursement payments and cash advances totaling $11,032,208 
paid by the Department to First Tee for lost revenue and temporary improvements to determine 
whether the payments complied with the terms of the agreement.  Specifically, we reviewed each 
“reimbursement payment requisition” for appropriate approvals from the Department and from 
DEP.  We reconciled the amount on the requisition to the amount on the invoice summary sheet and 
reviewed the detail files for each requisition to determine whether only eligible expenses were 
submitted for reimbursements.   

 
To ascertain whether all advances and reimbursements for temporary improvements were 

deposited into an interest-bearing account entitled “City Funds for Payment of Temporary Course 
Work for the Mosholu Golf Course in Van Cortlandt Park, Bronx, New York,” we reviewed all the 
bank statements for the account from the account-inception date of December 14, 2004, to 
December 31, 2006.   

 
We reviewed each quarterly reimbursement for lost revenue to ascertain whether the amount 

processed was in accordance with the terms of the license agreement.  In addition, we reviewed 
First Tee’s 2006 year-end reconciliation summary of gross receipts submitted to the Department for 
loss of revenue. We tabulated the actual gross receipts compared to the anticipated gross receipts to 
determine the excess or loss of revenue over the anticipated amount. We then compared and 
reconciled this amount to First Tee’s amount reported to the Department.   

 
To determine whether First Tee complied with other major requirements of its license 

agreement, we reviewed the most recent utility bills for timely payment.  We examined 
documents to check whether the correct security deposit had been filed with the New York City 
Comptroller’s office and whether First Tee maintained the proper insurance coverage as required 
by the license agreement.  
 
 The results of the above tests while not statistically projected to their respective populations 
provided a reasonable basis for us to satisfy our audit objectives. 
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 This audit was conducted in accordance with generally accepted government auditing 
standards (GAGAS) and included all tests considered necessary.  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 First Tee and Department officials 
during and at the conclusion of this audit.  A preliminary draft report was sent to First Tee and 
Department officials on April 30, 2007, and was discussed at an exit conference on May 22, 
2007.  On June 1, 2007, we submitted a draft report to First Tee and Department officials with a 
request for comments.  First Tee provided a written response and additional documentation for 
our review on June 14, 2007.    Based on our review of that documentation, we have adjusted the 
figures pertaining to questionable sponsorships and excess gross receipts.  These changes are 
reflected in this final audit report.   On June 19, 2007, First Tee submitted an additional written 
response. 

 
 In its June 14 response, First Tee officials stated that they “still disagree with almost all of 
the report’s findings and recommendations.  We continue to believe that there is a fundamental 
misinterpretation of the License Agreement for the operation of the licensed premises at the 
Mosholu Golf Course and Driving Range as it relates to the overall operation of the First Tee as a 
charitable organization.” In its June 19 response, First Tee generally agreed with seven, partially 
agreed with two, and disagreed with two of our recommendations.   
 

We received written responses from the Department on June 12, 2007, and on June 19, 
2007.  Together, the responses indicated that the Department had addressed and implemented our 
two recommendations to the Department, sending Notices To Cure to First Tee, as appropriate.  

 
The full texts of the First Tee and Department responses are included as addenda to this 

report.  
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FINDINGS  AND RECOMMENDATIONS 
 
  
 Our review concluded that $18,704 of $869,397 in questionable gross receipts from 
various First Tee sponsors was revenue obtained for Mosholu Golf Course program fees that 
should have been reported as gross receipts; $21,245 of the $869,397 did not have adequate 
supporting documentation to qualify as sponsorships, and is therefore still questionable. An 
additional $146,023 was for revenue obtained by First Tee at locations other than Mosholu Golf 
Course, or was for vendor rebates, neither of which should be reported as gross receipts under 
the license agreement.  The remaining $683,425 balance consisted of receipts for sponsorships, 
and should not be reported as gross receipts if the Department grants approval, as required under 
the license agreement.  

 
Therefore, we conclude that the amount of gross receipts that First Tee reported to the 

Department for calendar year 2006—$537,482—was not accurately reported.  Although the 
additional $18,704 in gross receipts would not have resulted in the $140,000 minimum annual 
fee threshold being exceeded and would not have affected the $52,111 in surcharges paid by 
First Tee to the Department, the additional receipts do affect the reimbursements First Tee 
received for lost revenue.   
 
 First Tee improperly calculated the amount of revenue that was lost as a result of disruptions 
caused by construction of the water treatment plant.  As a result of the improper calculations, First 
Tee was overpaid $157,556 in reimbursements for lost revenue in calendar year 2006.  Moreover, 
given that First Tee did not provide documentation to substantiate an additional $21,245 in 
revenue as discussed above, First Tee may actually have been overpaid $178,801 in 
reimbursements.  Lastly, First Tee did not deposit in a required interest bearing account 
additional reimbursements it received for making temporary improvements to the golf course.  
Consequently, the City was not credited with up to $53,115 in interest revenue.    
 
 We also identified internal control weaknesses in the manner in which First Tee recorded  
the $537,482 in revenue that was reported to the Department.  
 

First Tee generally complied with license agreement requirements pertaining to paying 
utility bills on time, submitting the required security deposit, and maintaining proper insurance 
coverage.  However, First Tee did not have the required insurance endorsements indicating the 
City and the Department as additional insured entities.   

 
Finally, First Tee submitted on time a report of rounds of golf played during the preceding 

month and a statement of gross receipts.  However, First Tee did not submit on time the required 
income and expense statement, or financial statements with a summary comparing actual gross 
receipts with the receipts that it anticipated as a result of disruptions from the treatment plant’s 
construction.   

 
 These matters are discussed in greater detail in the following sections. 
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Questionable Sponsorship Receipts and 
Fees Improperly Excluded From Gross Receipts 
 
 Section 2.1(l)(ii) of the license agreement states, “Gross Receipts shall include receipts 
from all sponsorships.  Sponsorships for charitable purposes shall, subject to Parks’ reasonable 
approval, be excluded from Gross Receipts.”  Our preliminary review indicated that $869,397 of 
$1,189,645 in gross receipts obtained from various First Tee sponsors did not have supporting 
documentation to substantiate whether the funds qualified as charitable contributions and could 
be excluded from reportable gross receipts.  Moreover, none of the sponsorships were approved 
for charitable purposes by the Department, as required. 
 

After we issued the preliminary audit report, First Tee submitted additional 
documentation to substantiate the $869,397 in questionable gross receipts.  From our review of 
this information we conclude that: 

  
• $18,704 was program fee revenue obtained by First Tee for the Mosholu Golf Course.  

Accordingly, this revenue should be included as gross receipts under the license 
agreement as income from the operation of the premises. 
 

• $21,245 did not have adequate supporting documentation to qualify as sponsorships 
for charitable purposes, and is therefore still questionable. 

 
• $146,023 was for revenue obtained by First Tee at locations other than Mosholu Golf 

Course, or was for vendor rebates.  In either case, based on our review, these items 
should not be reported as gross receipts under the license agreement. 

 
The remaining balance of $683,425 contains adequate supporting documentation to 

qualify as funds for charitable purposes.  However, the Department has still not approved the use 
of these funds for charitable purposes, thereby permitting their exclusion from reportable gross 
receipts.      

  
The $18,704 in revenue that should have been reported as gross receipts did not affect the 

minimum threshold amount of $140,000 which was paid on time by First Tee to the Department.  
  
 Recommendations 

 
First Tee should: 
 
1. Obtain prior Department approval for all sponsorship agreements that are being used 

for charitable purposes. 
 
First Tee Response:   “As stated in the introduction above the FT [First Tee] receives 
donations, grants and funds for its charitable junior programs.  Parks and the OC [Office 
of the Comptroller] have been informed that none of these funds are for ‘sponsorships’ as 
outlined in the license agreement.  If we have sponsorships in the future, as outlined in 
the license agreement, we have no problem obtaining Parks approval if the sponsorships 
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are for charitable purposes.  If the recommendation is directed at donations, grants and 
funds we receive for charitable purposes this is, in our opinion, an incorrect reading of 
the license agreement since there is nothing in the license agreement requiring that any of 
these funds have to be approved as charitable purposes by Parks.”   

 
Auditor Comment:  The license agreement permits exclusions from gross receipts for 
“Sponsorships for charitable purposes.”  However, if First Tee believes that donations, 
grants and funds are not sponsorships for charitable purposes, it should seek an opinion 
from the Department on this matter.  In any case, our review of documentation submitted 
by First Tee clearly indicated that some of the donations were from contributors that were 
identified as sponsors by First Tee in its Web site listing of “Partners & Sponsors.”  For 
example, First Tee received funds from sponsors such as the Royal Bank of Scotland, 
MasterCard, Canon, Ernst & Young, Barclays, and the New York Yankees.  All of these 
companies sponsored programs or events for First Tee. 
 
2. Include all revenue from programs fees when reporting gross receipts. 
 
First Tee Response:  “It is the FT’s position that the revenue from program fees for the 
charitable junior golf programs run at Mosholu should not be included in Gross Receipts.  
OC and Parks have been informed that these programs are run at a deficit and FT derives 
no economic benefit from the programs.  FT will discuss with Parks how they read the 
license agreement, especially as it relates to 9.31 (a) and the junior programs that are 
required.  The language in the license agreement as it relates to Gross Receipts is 
extremely broad and we do not feel that Parks would want the revenue from such 
programs included in Gross Receipts and potentially impact the rental fee calculation and 
thereby share in charitable proceeds.” 

 
Auditor Comment:  Notwithstanding First Tee’s position about program fee revenue, the 
license agreement does not permit any exclusions from gross receipts for these fees.  We 
should note that program fees comprise revenue that First Tee earns at the Mosholu Golf 
Course.   

 
The Department should: 
 
3. Ensure that First Tee complies with the terms of the license agreement. 

 
Department Response:   “Recommendation 3 has been addressed by Parks’ issuance of 
the NTC [Notice To Cure] . . . to First Tee that will resolve the contract deficiencies 
disclosed in the audit report.” 
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Calculations for Excess Gross Receipts 
Understated by at Least $157,556 
 

According to the license agreement, First Tee is to be reimbursed for revenue that would 
be lost as a result of disruptions caused by construction of a water treatment plant on a portion of 
the concession premises.   Accordingly, First Tee is required to perform annual calculations to 
ascertain the difference between projections of anticipated revenue that could have been attained 
under normal conditions (i.e., “full projected gross receipts”) and anticipated revenue that would 
be attained under disruptive conditions (“modified projected gross receipts”).  The difference 
between these two types of receipts (less operational savings), represents “lost” revenue.3  
However, if First Tee’s actual gross receipts exceed those that were anticipated under the disruptive 
conditions, agreement §6.1(f) requires that “the City shall be credited with such Excess and the 
said Excess shall be deducted from the next succeeding quarterly payment.” 

 
 First Tee reported to the Department $65,328 in excess gross receipts for 2006.  Our 
review, however, indicated that First Tee actually attained an excess of at least $222,884. 
Consequently, First Tee understated its excess gross revenue by $157,556.4  (See Appendix I for 
our analysis.)  As a result, First Tee was overpaid at least $157,556 in reimbursements for lost 
revenue.  Since First Tee did not provide documentation to substantiate an additional $21,245 in 
revenue as previously discussed, First Tee may actually have attained an excess of $244,129, 
thereby understating its excess gross revenue by $178,801.  (See Appendix II for our analysis.)  
This could result in First Tee being overpaid up to $178,801 in reimbursements for lost revenue.   

 
Excess gross receipts were understated because they were not calculated by First Tee on 

the basis of the difference between actual and modified projected gross receipts, as required by 
§6.1(f).  Instead, First Tee improperly calculated excess gross receipts from the difference 
between actual and full projected gross receipts.   

 
Furthermore, in its calculation of excess gross receipts, First Tee improperly deducted its 

expenses for waste removal, notwithstanding agreement §2.1 (l)(i), which states, “Gross Receipts 
shall include without limitation all funds received by Licensee, without deduction or set-off of 
any kind.”  In addition, First Tee excluded from its calculation gross receipts from pro-shop 
operations, program fees and other revenue receipts that were not substantiated by supporting 
documentation.5 

 
Moreover, First Tee did not submit to the Department reports, as required by §6.1(e), 

which states, “As a condition for payment, Licensee shall within fifteen (15) days of the 

                                                 
3 First Tee anticipated $83,200 in operational savings for operating year 2006. 
 
4 First Tee’s actual gross receipts from concession operations in 2006 were $441,284; it had anticipated 
only $218,400 in revenue from modified projected gross receipts.  The difference is the cited excess of 
$222,884. 
 
5 However, gross receipts from the snack bar and pro-shop were included in the monthly revenue reports 
submitted to the Department, as required. 
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beginning of each quarter certify in writing to Parks (with copy to DEP) that actual Gross 
Receipts for the preceding quarter is not equal to or greater than the Full Projected Gross 
Receipts for that same period.”   In addition, it did not submit the required year-end financial 
statement summary comparing actual gross receipts with the receipts it anticipated within 30 days 
of the end of the calendar year.   

 
Recommendations 
 
First Tee should: 
 
4. Credit the City up to an additional $178,801 for excess gross receipts earned during 

operating year 2006.  This credit should be applied towards any lost revenue 
calculated as due First Tee in 2007. 

 
First Tee Response:   “It is the FT’s position that while the revenue from ‘rent’ $10,000 
and ‘pro shop sales’ $38,290.45 should be reported to Parks as part of Gross Receipts, 
none of these items should be included in the calculation of excess gross receipts since 
these items were not included in the projected gross receipts that Parks and DEP agreed 
to in determining how lost revenue was to be calculated and reconciled (see Attachment 
B).  The pro shop sales are ‘pass through’ revenue to the FT as all of that revenue goes 
directly to and is retained 100% by the sublicensee golf professional.  OC is also 
indicating that donations that have not yet been confirmed by them as contributions 
totaling approximately $21,500 should be included in the excess gross receipts.  It is FT’s 
position that since there were no donations included in the projected gross receipts that 
this amount should not be included in the calculation of excess gross receipts.  FT will 
continue to provide documentation for the ~ $21,500 and it is our position that all of 
these funds are donations unrelated to the operation of the licensed premises and that they 
should not be included in Gross Receipts nor do they need to be approved as 
contributions by Parks.” 
 
Department Response:  The Department’s June 12, 2007 response stated that it had 
“withheld First Tee’s ‘Gross Receipts Shortfall’ payments for each of the first two 
quarters of 2007.”  In its June 19, 2007 amendment to its response, the Department 
agreed to adjust the $244,129 overpayment for excess gross receipts—comprised of 
$65,328 originally reported by First Tee plus the additional understated amount of 
$178,801. 
 
Auditor Comment:  First Tee contends that the Department “agreed” that revenue from 
rent and pro shop sales was to be excluded from the formula for calculating lost revenue, 
and submitted an Attachment B that purportedly supports its position.  However, 
Attachment B—a First Tee document—is not part of the license agreement and lacks 
evidence indicating Departmental approval.  In fact, the formula for calculating excess 
gross receipts contained in the license agreement is based on actual gross receipts, which, 
as First Tee acknowledges, includes revenue from rent and pro shop sales.   
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Moreover, First Tee did not provide appropriate documentation to justify the exclusion of 
$21,245 for sponsorships for charitable purposes.  Therefore, as previously discussed, 
this revenue is deemed a part of gross receipts.   

 
5. Calculate excess gross receipts by using modified projected gross receipts, as required 

by the license agreement.  In addition, First Tee should ensure that all gross receipts 
are included in its calculations without any deductions. 

 
First Tee Response:   “FT has acknowledged that the lost revenue reconciliation 
submitted to Parks early in 2006 was not done properly and that using the modified gross 
receipts would have made a difference of $82,300 and that the $16,215 owed to FT as a 
result of waste removal expense at the temporary facilities should be taken out of the lost 
revenue reconciliation.  A revised reconciliation for 2006 will be submitted to Parks 
reflecting the above.”   

 
Auditor Comment:  We are pleased that First Tee has agreed to adhere to the license 
agreement by using modified projected gross receipts to calculate the annual amount of 
excess gross receipts.  However, as noted in our report, we determined that First Tee 
understated the amount of excess gross receipts by $178,801—not $82,300, as claimed 
by First Tee.  Moreover, First Tee did not provide documentation to substantiate the 
$82,300.  Also, the license agreement does not allow expenses (i.e., waste removal) to be 
deducted from gross receipts.  Therefore, these expenses should not be part of the lost 
revenue reconciliation or part of excess gross receipts. 
  
6. Submit quarterly reports to the Department within 15 days of the beginning of each 

quarter, as required.  In addition, submit the annual report to the Department within 
30 days after the end of each calendar year.  

 
First Tee Response:   “FT will insure that quarterly and annual reports are submitted as 
required.” 
 

$53,115 in Lost Interest  
  
 First Tee did not deposit in a designated interest bearing account funds it received from 
the Department for undertaking the required temporary improvements to the golf course. 6   As a 
result, the City was not credited with up to $53,115 in interest revenue for the period from 
December 14, 2004, to December 31, 2006.  Section 6.2(d)(ii)(B) of the license agreement states 
that “all funds shall be deposited in an interest-bearing account . . . and all interest shall be 
credited annually to the City.”  Moreover, the agreement requires that “any interest earned be 
deducted from the amount invoiced for the next quarter or any succeeding quarter.”   
  
 In addition, First Tee commingled $573,341 of $9,844,055 in reimbursements it received 
for making temporary improvements in various accounts.  According to license agreement §6.2 

                                                 
6 The designated account was labeled “City Funds for Payment of Temporary Course Work for the 
Mosholu Golf Course in Van Cortlandt Park, Bronx, New York.”  
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(d) (ii) (A), funds for temporary improvements “shall not be co-mingled with funds from any 
other source or with funds received under any other agreement.  Funds shall be deposited only in 
such bank accounts as are approved by Parks.  No exceptions to the requirements set forth . . . 
shall be permitted.”  
 
 First Tee officials told us that they were unaware of the provisions in the license 
agreement pertaining to the interest bearing account.  Nevertheless, First Tee must immediately 
credit the City for the lost interest and establish an account in accordance with the license 
agreement. (See Appendix III for our analysis.) 
 

Recommendations 
 
7. The Department should deduct up to $53,115 from future advances or 

reimbursements to First Tee.  In addition, the Department should ensure that First Tee 
deposits all funds in an interest bearing account, as required. 

 
Department Response:   “To resolve Recommendation 7 Parks is referring the matter to 
the City’s Law Department for an opinion on whether the imposition of the assessed 
interest at the specified rates is supported in the license agreement.”  
 
In the interim, the Department stated in its June 19 amendment to its response that it will 
apply $42,495, from the overpayment for excess gross receipts, to the $53,115 interest 
assessment. 
 
8. First Tee should immediately transfer all remaining funds and future advances to the 

designated interest bearing account. 
 
First Tee Response:   “FT has transferred and deposited funds in an interest bearing 
checking account.  An account was originally set up for this purpose with Citibank and 
they were instructed to set up an interest bearing account and were given the section of 
the license agreement pertaining to the account.  The fact that the original checking 
account was not earning interest was not detected by FT or by Parks or DEP during the 
quarterly reconciliation of this account. It is FT’s position that the interest rate 
calculations set forth in Appendix III seem unjustified and there is nothing in the license 
agreement about what rates are to be earned or what type of interest bearing account was 
to be set up.  This account was used to pay contractors and for the materials and services 
and no minimum balances could be guaranteed for any period of time.  Accounts paying 
the rates outlined in Appendix III do not seem appropriate.  The current interest bearing 
checking account pays a rate of less than 1% and we would ask that the payment of any 
lost interest by FT be limited to funds that FT would be able to recover from Citibank 
given their failure to follow instructions in setting up the account and that the amount of 
interest be calculated using market rates for the appropriate type of account.”  

 
Department Response:  The Department stated, “To comply with Recommendation 8 
First Tee has opened an interest bearing account however, the interest rate is a 
questionably low 0.4%.  Parks will investigate whether this rate is customary for the 
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dollar volume and type of business activity the account is used for before approving First 
Tee’s selection.” 
 
Auditor Comment:  As noted in our Appendix III, we based our interest rate calculations 
on Central Treasury Account figures.  Although First Tee contends that our calculations 
do not seem appropriate, First Tee did not submit any documentation to substantiate the 
lower interest rate it believes is warranted.  Furthermore, as noted in its response, the 
Department has questioned First Tee’s low interest rate and will investigate whether that 
interest rate “is customary for the dollar volume and type of business activity.”   
 
 

Weaknesses in Recording  
And Reporting Revenue   
 

There were internal control weaknesses in the manner in which First Tee records and 
reports revenue from concession operations. Thus, for operating year 2006, the amount of 
revenue recorded in the cash register Z-tapes was $540,153; however, the amount of revenue that 
First Tee reported to the Department was $537,482—a net difference of $2,671 that was 
underreported. In addition, First Tee did not accurately record the revenue figures from the Z-
tapes to its daily spreadsheets.  
 

Our review found errors in transcribing Z-tape figures to the daily spreadsheets for each 
of the revenue-producing months of March through December 2006.  For example, the Z-tape for 
September 23, 2006, showed that revenue for category 21 (Weekend Non-Resident Golf Cart for 
18 holes) was $147; however, the daily spreadsheet indicated $1,473 in revenue for that 
category—an overrecording error of $1,326.  In another example, the Z-tape for April 24, 2006, 
showed no revenue for category 25 (Weekend Resident 18 Holes After 1 PM); however, the 
daily spreadsheet indicated $435 in revenue for that category—an overrecording error of $435.   
In a final example, revenue from a $150 gift certificate purchased from First Tee on December 
21, 2006, was not recorded in the daily spreadsheet or in the monthly revenue report submitted to 
the Department. 

. 
In addition, $910 of locker rental revenue from credit card and cash sales was not 

recorded in the Z-tapes or daily spreadsheets.  Consequently, this revenue was not reported to the 
Department in the months in which it was received, as required by license agreement §2.1(l)(iv), 
which states, “Gross Receipts shall include sales made for cash or credit (credit sales shall be 
included in gross receipts as of the date of the sale) regardless of whether the sales are paid or 
uncollected.” 
 
 Furthermore, green-fee-tag receipts were not properly reconciled daily with the Z-tape, 
an important internal control to corroborate that the proper amount of green fees are being 
properly recorded.  Players are given a pre-numbered green-fee tag with an attached receipt, after 
the cash register attendant completes a transaction.  First Tee’s “starter” collects the tags and 
receipts from each player prior to commencing play.  However, our review of green fee tags and 
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receipts showed that for the first week of July 2006, 16 of 761 pre-numbered tags were missing 
from the sequence.7  
  
 First Tee contends that it is properly recording all green fee revenue in the daily 
spreadsheets because the revenue figures are derived from the Z-tapes rather than the tag 
receipts.  But as noted above, there were inconsistencies between the Z-tapes and the revenue 
reported to the Department. 

 
Recommendations 
 
First Tee should: 
 
9. Maintain sufficient internal controls so that revenue figures from the cash register Z-

tapes are accurately recorded in the daily spreadsheets and reported to the 
Department.  

 
10. Include in monthly revenue reports to the Department all locker rental receipts in the 

months earned as required by the license agreement. 
 
11. Maintain sufficient internal controls so that all green-fee-tag receipts are properly 

collected and revenue is adequately reconciled with cash register Z-tapes. 
 
First Tee Responses to Recommendations 9, 10, 11: “FT agrees to maintain sufficient 
internal controls so that revenue figures from the cash register Z-tapes are accurately 
recorded in the daily spreadsheets and reported to Parks, and to all monthly locker rental 
receipts as required and to maintain sufficient internal controls so that all green-fee-tag 
receipts are properly collected and revenue adequately reconciled with cash register Z-
tapes.”  

 
 

Other Compliance Issues 
 

Lack of Insurance Endorsement 
 

Our review of First Tee’s liability insurance policies indicated that the City was not 
endorsed as an additional insured entity under the comprehensive general liability, employer’s 
liability, and auto insurance, as required by license agreement  §25.7.  In addition, the City was 
not named as the sole insured entity under the property and fire insurance policies. Moreover, the 
Department was not endorsed as an additional insured entity under the employer’s liability and 
auto insurance policies, as required.  Additional insured status is important in order to provide 
coverage for the City in the event of any insurance claim. 

 

                                                 
7 For the entire month of July 2006, 113 of 3,071 tags were missing. 
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Furthermore, the insurance certificates (except for general liability) did not bear a 
required endorsement for making changes or cancelling the policies, as required by agreement 
§25.2.   

 
Recommendation 

 
12. First Tee should ensure that the City of New York and the Department are included in 

the policies as sole or additional insured parties to comply with the insurance portion 
of the license agreement. In addition First Tee should ensure that all policies contain 
the proper endorsements.   

 
First Tee Response:  “FT has supplied Parks with additional documentation and 
endorsements with regard to our insurance policies and we are awaiting confirmation that 
we are in full compliance with the license agreement and if not we will take such steps as 
needed to be in compliance.” 

 
Reports Not Submitted on Time 
 

 According to the license agreement, First Tee is required to submit various reports to the 
Department within specific timeframes.  First Tee submitted on time, reports of rounds of golf 
played during the preceding month and a statement of gross receipts.  However, it did not submit 
income and expense statements within the required 60 days after the end of the calendar year.  
Submitting timely reports is an important control for ensuring that gross receipts are being 
accurately reported to the Department.  
 

Recommendation    
 

13. First Tee should submit to the Department income and expense reports within the 
required 60 days. 

 
First Tee Response:    “FT will submit the reports to Parks as required.” 
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APPENDIX I

Amount Reported to Parks 
by First Tee for 2006 Audited Amount Difference

Carts Rental 61,793.72$                              61,205.88$                        587.84$                              
Locker Rental 3,400.00$                                5,790.00$                          (2,390.00)$                          
Parking Lot Fees 14,054.00$                              14,050.00$                        4.00$                                  
Driving Range 42,169.50$                              42,344.50$                        (175.00)$                             
Identification Cards Fees 3,100.00$                                3,074.00$                          26.00$                                
Rent (Food & Beverage) 10,000.00$                              10,000.00$                        -$                                    
Green Fees 300,737.75$                            299,933.50$                      804.25$                              
Food & Beverage Sales -$                                         -$                                  -$                                    
Pro Shop Sales -$                                         38,290.45$                        (38,290.45)$                        
Reservation Fees -$                                        3.00$                                (3.00)$                                 

Gross Receipt Totals 435,254.97$                      474,691.33$                 (39,436.36)$                    
Plus: Program Fees--revenue 
generated At Mosholu -$                                         18,704.00$                        
Less: 75% Surcharges 52,111.32$                              52,111.32$                        
Plus: reimbursement from lost 
         revenue 551,200.00$                            See Note 1

Actual Gross Receipts 934,343.65$                      441,284.01$                 
Less: Waste Removal 16,215.65$                              -$                                  See Note 2

Sub-Total 918,128.00$                      441,284.01$                 
Less: Full Projected Gross Receipts 852,800.00$                            See Note 1
Less: Modified Projected Gross
         Receipts 218,400.00$                      

Excess Amount per Section 
6.1 (f) of License Agreement 65,328.00$                        222,884.01$                 157,556.01$                   

157,556.01$                   

Note 1:   We calculated the Gross Receipts by calculating the difference between the Modified Projected Gross Receipts
             (anticipated gross receipts) and the actual Gross Receipts in accordance with the license agreement. In contrast 
             First Tee improperly used Full Projected Gross Receipts.
              According to the license agreement, reimbursements from Parks are not considered Gross Receipts.  Therefore,  
              we excluded the reimbursements in our calculation for Excess Gross Receipts.

Note 2:   According to the license agreement, expenses cannot be deducted from Gross Receipts.  

Amount Understated in Gross Receipts

First Tee of Metropolitan New York, Inc. - Mosholu Golf Course
Calculation of Excess Gross Receipts Pertaining to Lost Revenue 

January 1, 2006 to December 31, 2006

Yearly Totals

Gross Receipt Category
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APPENDIX II

Amount Reported to Parks 
by First Tee for 2006 Audited Amount Difference

Carts Rental 61,793.72$  61,205.88$  587.84$  
Locker Rental 3,400.00$  5,790.00$  (2,390.00)$  
Parking Lot Fees 14,054.00$  14,050.00$  4.00$  
Driving Range 42,169.50$  42,344.50$  (175.00)$  
Identification Cards Fees 3,100.00$  3,074.00$  26.00$  
Rent (Food & Beverage) 10,000.00$  10,000.00$  -$  
Green Fees 300,737.75$  299,933.50$  804.25$  
Food & Beverage Sales * -$  -$  -$  
Pro Shop Sales -$  38,290.45$  (38,290.45)$   
Reservation Fees -$  3.00$  (3.00)$  

Gross Receipt Totals 435,254.97$  474,691.33$  (39,436.36)$   
Plus:  Program Fees--revenue 
generated At Mosholu -$  18,704.00$  
Plus: additional undocumented 
revenue 21,245.00$  
Less: 75% Surcharges 52,111.32$  52,111.32$  
Plus:  reimbursement from lost 
         revenue 551,200.00$  -$  See Note 1 

Actual Gross Receipts 934,343.65$  462,529.01$  
Less:   Waste Removal 16,215.65$  -$  See Note 2 

Sub-Total 918,128.00$  462,529.01$  
Less:  Full Projected Gross Receipts 852,800.00$  See Note 1 
Less: Modified Projected Gross 
         Receipts -$  218,400.00$  

Excess Amount per Section 
6.1 (f) of License Agreement 65,328.00$  244,129.01$  178,801.01$   

178,801.01$   
* Snack Bar sales were eliminated based on discussions at the exit conference. 
It was agreed that since First Tee reports the rent from vendor, sales from food and beverages
 would not be part of the gross receipts pertaining to calculations for "excess gross receipts.”

Note 1: We calculated the Gross Receipts by calculating the difference between the Modified Projected Gross Receipts
             (anticipated gross receipts) and the actual Gross Receipts in accordance with the license agreement. In contrast 
              First Tee improperly used Full Projected Gross Receipts.
              According to the license agreement, reimbursements from Parks are not considered Gross Receipts.  Therefore, 
              we excluded the reimbursements in our calculation for Excess Gross Receipts.

Note 2: According to the license agreement, expenses cannot be deducted from Gross Receipts.

Amount Understated in Gross Receipts

First Tee of Metropolitan New York, Inc. - Mosholu Golf Course
Calculation of Excess Gross Receipts Pertaining to Lost Revenue with Addition of Undocumented Revenue

January 1, 2006 to December 31, 2006

Yearly Totals

Gross Receipt Category 
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APPENDIX III

A B C D E F

# of 
Periods Statement Period 

# of 
Days 

Average Daily 
Collected Balance

Rates of 
Return(1) Interest Lost 

1 Dec. 14-Jan. 13, 2005 31 $1,691.03 0.1858% $3.25 (2)
2 Jan. 14-Feb. 11, 2005 29 $1,091.02 0.1949% $2.05 (2)
3 Feb. 12-Mar. 11, 2005 28 $128,183.85 0.1895% $226.74 (2)
4 Mar. 12-Apr. 13, 2005 33 $1,049,350.32 0.2262% $2,611.34 (2)
5 Apr. 14-May 12, 2005 29 $948,700.48 0.2334% $2,140.64 (2)
6 May 13-June 13, 2005 32 $556,833.88 0.2555% $1,517.50 (2)
7 June 14-July 14, 2005 31 $1,350,940.53 0.2519% $3,516.87 (2)
8 July 15-Aug. 11, 2005 28 $1,684,934.86 0.2800% $4,403.30 (2)
9 Aug.12-Sept.14, 2005 34 $1,236,097.04 0.2936% $4,112.79 (2)

10 Sept. 15-Oct.14, 2005 30 $469,478.08 0.2934% $1,377.35 (2)
11 Oct. 15-Oct. 31, 2005 17 $313,044.81 0.3134% $555.91 (2)
12 Nov. 1-Nov. 30, 2005 30 $74,206.48 0.3159% $234.40 (3)
13 Dec. 1-Dec 31, 2005 31 $27,579.00 0.3454% $95.25 (3)
14 Jan. 1-Jan. 31, 2006 31 $390,083.63 0.3722% $1,452.01 (3)
15 Feb. 1-Feb. 28, 2006 28 $867,402.71 0.3429% $2,974.24 (3)
16 Mar. 1-Mar. 31, 2006 31 $1,397,677.72 0.3944% $5,512.30 (3)
17 Apr. I-Apr. 30, 2006 30 $1,222,178.03 0.3966% $4,846.55 (3)
18 May 1-May 31, 2006 31 $1,126,297.19 0.4221% $4,754.55 (3)
19 June 1-June 30, 2006 30 $868,426.62 0.4180% $3,629.76 (3)
20 July 1-July 31, 2006 31 $739,505.52 0.4549% $3,363.86 (3)
21 Aug. I-Aug. 31, 2006 31 $334,304.65 0.4553% $1,522.09 (3)
22 Sept. 1-Sept. 30, 2006 30 $291,275.90 0.4395% $1,280.10 (3)
23 Oct. 1-Oct. 31, 2006 31 $284,622.84 0.4525% $1,287.95 (3)
24 Nov. 1-Nov. 30, 2006 30 $247,271.17 0.4378% $1,082.45 (3)
25 Dec. 1-Dec 31, 2006 31 $135,028.95 0.4531% $611.76 (2)

Total Interest Lost = $53,115.01 

(1)  interest rate derived from Central Treasury Account 

(2) Calculation is based on the "average daily collected balance"  x  (rate/30 x # of days in the period) 

(3) Calculation is based on the "average daily collected balance"  x  the monthly rate.

       First Tee of Metropolitan New York, Inc.-Mosholu Golf Course
Calculation for Interest Lost on "NYC Parks Funds For Payment of Temporary Course Work”

December 14, 2004 through December 31, 2006














































