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Oversight of the Department of Parks and Recreation's concessions and other sources of revenue.

Comment:


On April 14, 2003 the Committee on Parks and Recreation will conduct an oversight hearing on the current state of the Department of Parks and Recreation's (DPR) revenue generating sources and concessions throughout the City.


According to the Fiscal Year 2003 Preliminary Mayor's Management Report, DPR generated $61.9 million in revenue for fiscal year 2002.  The estimated revenue for fiscal year 2003 is stated as $56.6 million and fiscal year 2004 as $63.1 million.  All revenue generated by DPR goes into the General City Fund, not to the Department.  The only exception is for fees collected from Recreation Centers.


Many of the services provided in New York City parks are concessions, in which  private companies pay for the privilege of operating a business within a City park.  These concessions range from a pushcart selling hot dogs or pretzels, to an 18-hole golf course.


All concessions in New York City parks are initiated by a Request for Proposal (RFP), issued by DPR and there are two ways that an RFP can be generated.  First, DPR can release an RFP to meet a particular need or service in a park and the Department deems that a concession would be the best way to meet that need.  Second, an RFP can be generated when an idea for a concession is proposed to DPR, and the Department decides to release an RFP for the proposed project.


In either scenario, Chapter 14 of the City Charter requires that all concessions be awarded competitively and fairly.  After all proposals have been received by DPR, they are reviewed and one is selected based on criteria set forth in the RFP.  Selection criteria generally include such factors as how well the proposal matches the original RFP, the financial stability of the operator, and the amount of financial investment the concessionaire plans to make.  At this point, DPR is required by sections 374(b) and 1043(e) of the City Charter to determine if the concession is a “major” concession.  These major concession rules are used to make this decision, to attempt to assess the potential impact of a concession and make sure those who will be affected adequately review it.  A series of maximum thresholds are defined in determining if the concession is “major.”  A flow chart produced by New Yorkers for Parks is attached as Appendix “A” to show how a major concession is determined as well as the Major Concession Rules.


If a concession is deemed to be “major” it must be reviewed by the Uniform Land Use Review Procedure (ULURP) under Charter §197-c and 197-d .  ULURP involves the input of the affected Community Boards and Borough Presidents (if more than one community board is involved), the Department of City Planning, the City Planning Commission and potentially the City Council.  If the concession is not “major,” the Franchise and Concession Review Committee (FCRC) reviews it.


These two methods allow different levels of public and governmental review of a concession agreement (ULURP does not review the agreement, but the land use impacts).  Major concessions are reviewed by between four and six public agencies and there are four opportunities for community input.  In contrast, if DPR deems that the concession is not "major," a single public body reviews the agreement.  The major concession rules, however, do not address the relative size difference in parks.   The rules only set a maximum threshold, instead of a percentage figure.  This can allow for concessions of the same size to be placed in a small or mid sized park just as it would be placed in a large park.


According to the office of the Comptroller of the City of New York, DPR is responsible for monitoring and collecting payments from concessionaires.  The following is a summary of some of the audits as reported in the March 1, 2003 report on fiscal year 2002 audits by the Comptroller:

1. Asser Levy Recreation Center. Audit issued Feb. 28, 2002.

This audit was conducted after the arrest of two employees for embezzlement of over$200,000.  The Comptroller determined that the recreation center did not have adequate control to ensure fees collected were safeguarded and deposited into the custodial bank account, held by the City Parks Foundation.  The Comptroller notes that DPR reported it had implemented all of the audit's recommendations.  The report recommended that DPR periodically conduct procedural reviews at Asser Levy to ensure that bursar 
responsibilities were properly segregated.  Also, the reports recommended that DPR closely monitor its Manhattan Recreation Office to ensure that it adheres to Parks reconciliation procedures. Finally, the audit recommended that DPR conduct reviews at other recreation centers.

2.
Monitoring of Water and Sewer Payments by Licensees, Concessionaires 

and Other Private Concerns. Audit issued July 20, 2001.

This report found that DPR did not effectively monitor whether concessionaires are being billed water and sewer fees or whether they pay on a timely basis.  The Comptroller determined that 90% (77 of 86) concessions that are required to pay these fees were not properly billed or had outstanding balances.  The report recommended that DPR take immediate action on all delinquencies, establish a tracking system for monitoring payments, and to provide access to the tracking system to the Department of Environmental Protection (DEP).  Recommendations were also made to DEP to send quarterly printouts of all concessions with outstanding water and sewer bills and to refer delinquent concessionaire accounts to the Law Department for collection measures.  DPR reported it implemented most of the recommendations, except for surveying each concession to determine if running water exists at the site and to properly modify contracts to include specific language that would allow DPR to terminate an agreement if concessionaires do not respond to Notices to Cure regarding unpaid water and sewer fees.


In addition, the Comptroller issued a number of audits concerning lease agreements in regards to stadiums and management of funds:

1.
Audit Report on the Compliance of Sterling Doubleday Enterprises, L.P. (New York Mets) with their lease agreement and fees owed the City between April 1, 1996 through December 31, 2000. (issued Jan. 16, 2003)


The Mets entered into a 20-year lease agreement for Shea Stadium in 1985, which is monitored by DPR.  According to the agreement, the Mets are required to pay the greater of $300,000 per year or a percentage of the revenues from gross admissions, concessions, wait service, parking, stadium advertising, and a portion of the cable television receipts.  The agreement allows the Mets to deduct portions of the payments they make to Major League Baseball and all sales taxes before calculating their rent.

The Comptroller recommended that the Mets pay the City $3,381,816 for outstanding fees due; ensure that all advertising, concession and Skybox receipts are reported on their rent statements to the City; and ensure that only final audited year-end Revenue-Sharing payments pertaining to admissions and cable television receipts are subtracted from their rent statement and fee calculations.  DPR was also recommended to add late fee penalties in future lease agreements with the Mets and Sterling Doubleday Enterprises.

The Mets dispute the calculation of advertising revenue, particularly home plate advertising.  The Mets argue this advertising is not stadium advertising, but television advertising.  The Mets also dispute the application of deductions to Major League Baseball in regards to revenue sharing.  DPR has issued a letter to the Mets for full payment of the almost $3.4 million.

2.
Audit on Yankees Rental Credits for the First Quarter of 2002 (filed Feb. 20, 2003)


Under the terms of the 1972 lease agreement with the Yankees, 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.  The Yankees  receive a dollar-for-dollar decrease in rent for approved expenditures in repairs to the Stadium.  For the first quarter of 2002, the audit found that the Yankees overstated their credits by $101, 801.79.  The Yankees accepted the findings as a Yankees cost.

3.   Report on Funds Raised by DPR and Maintained in Custodial and Restricted Accounts by the City Parks Foundation. Audits issued June 25, 2002 and April 17, 2002.


The Comptroller determined that DPR inappropriately deposited with the City Parks Foundation, and not the City’s General Fund, funds raised through the efforts of City employees using City resources.  Also, DPR was found to have inappropriately instructed individuals seeking membership to recreation centers, individuals seeking permits and production companies filming events to label payments as “donations” so they could be deposited with the Foundation.  The Comptroller stated that DPR implemented the recommendations in the audit, in that DPR ceased the practice of instructing the labeling of “donation” on payments and that all recreation center employees were trained in and follow DPR policies regarding fee collection.


The Committee on Parks and Recreation has invited representatives from the Bloomberg Administration, major concessionaires and park advocacy groups to discuss the current state of revenue generation and concessions in parks.  DPR has been requested to provide a list of all concessions and concessionaire locations within DPR jurisdiction, along with the contract dates and amount of expected and potential revenue. 
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