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President and Members: 
 
The Office of the Controller presents its report concerning the concession audit of the 
Lincoln Park Golf Course (Lincoln Park Golf), which is owned by the City and County of 
San Francisco. Under the requirements of a 1983 lease, and under the direction of the 
general manager of the Recreation and Park Department (department), Yugi Golf 
Management LLC (Yugi) provides and supervises all golf activities at Lincoln Park Golf. 
Yugi is to remit all green fees to the department. In addition, Yugi operates a golf 
professional shop (pro shop) and a restaurant and bar. Yugi pays the greater of an annual 
minimum rent or a percentage of the receipts from these operations. 
  
Reporting Period:   January 1, 2002, through December 31, 2004 
 
Green Fees and Rent Paid: 
 
  Green Fees  $3,170,221  
  Rent Paid     $236,754  
 
Results: 
 
Although Yugi remitted to the department all the green fees it recorded receiving, we 
identified several instances in which Yugi could improve its accounting for green fees by 
consistently doing the following: 
 
• Maintain and retain adequate records for tournaments played. 
• Remit green fees daily to the department as required by the lease. 
• Record the resident card numbers for the players on the daily tee time sheets. 
• Charge the $1 reservation fee when players reserve tee times using the department’s 

automated reservation system. 
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In accounting for its restaurant and bar and pro shop revenues, Yugi had several 
shortcomings, including the following: 
 
• Not having any records to support $424,241 in restaurant and bar sales for the entire 

three-year audit period. 
• Poorly accounting for credit card transactions in the pro shop. 
• Not paying the annual minimum rent payment when due. As a result, Yugi owes the 

department $17,917 in minimum rent and $40,894 in late fees, as of June 30, 2005. 
 
Yugi’s and the department’s responses are attached to this report. The Controller’s 
Financial Audits Division will be working with the department to follow up on the status 
of the recommendations. 
 
Respectfully submitted, 
 
 
Original signed by: 
Noriaki Hirasuna 
Director 
 
 

 



 

INTRODUCTION 
 
 
BACKGROUND 

L
 

incoln Park Golf Course (Lincoln Park Golf), which is 
owned by the City and County of San Francisco (City), is an 
18-hole golf course located at 34th Avenue at Clement Street 

in San Francisco. Yugi Golf Management LLC (Yugi) operates the 
golf course under a lease dated April 22, 1983 with the City’s 
Recreation and Park Department (department). Yugi assumed 
operations of Lincoln Park Golf by agreeing to an assignment of 
the lease from the former operator of Lincoln Park Golf effective 
March 1, 2001. The current term of the lease with Yugi is on a 
month-to-month basis, and can be canceled by either party with 
sufficient notice.  
 
The lease requires Yugi to: 
 
• Collect green fees and deposit those fees to the department’s 

designated bank account. 
• Provide and supervise golf starter and player activities at the 

Lincoln Park Golf under the direction of the department’s 
general manager.1 

• Renew resident cards, which allow residents of San Francisco 
or Pacifica to play at discounted rates at the city-owned golf 
courses at Lincoln Park, Harding Park, Fleming Park, Sharp 
Park, and Golden Gate Park.2 

• Collect a $1 automated reservation fee from players who use 
the department’s automated telephone reservation system. 

 
The lease allows Yugi to: 
  
• Operate a golf professional shop (pro shop). 
• Operate a restaurant and bar.  
 
To operate these concessions, the department requires Yugi to pay 
the greater of a minimum annual rent or a percentage rent of the 
sales from the pro shop and restaurant and bar. 
                                                           
1 Golf starter activities include registering players, collecting and safeguarding 
green fees and reservation fees, preparing and submitting accounting reports and 
providing marshals to enforce golf rules and regulations. 
2  Starting July 1, 2002, Yugi was no longer required to renew resident cards. 
The cards can now only be obtained at the City’s Office of the Treasurer and 
Tax Collector. 
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SCOPE AND METHODOLOGY 
 
The purpose of the audit was to determine whether Yugi complied 
with the reporting and payment provisions of its lease with the 
department. To conduct the audit, we reviewed: 
 
• Applicable provisions of the lease. 
• Yugi’s procedures for recording, summarizing, and reporting 

green fees and gross revenues from its business operations. 
• Yugi’s monthly green fee reports and monthly rent payment 

statements that it submitted to the department. 
 
To determine whether Yugi correctly reported and remitted green 
fees, we recalculated the amount due to the department, and did the 
following:   
  
• Tested, on a sample basis, Yugi’s monthly green fee reports, 

daily tee time sheets, and cash register reports. 
• Tested Yugi’s daily tee time sheets to determine also whether 

Yugi correctly collected the $1 automated reservation fees. 
 
To determine whether Yugi correctly reported its gross revenues 
from its pro shop, we did the following: 
 
• Tested, on a sample basis, Yugi’s monthly and daily sales 

reports and cash register reports. 
• Compared the gross revenues reported by Yugi to the 

department with the sales Yugi reported to the California 
Board of Equalization and to Yugi’s financial statements for 
the audit period. 

• Reviewed Yugi’s payment records maintained by the 
department to determine if Yugi paid its rent on a timely basis. 

 
Yugi did not provide any records to support the gross revenues it 
reported from the operations of the restaurant and bar. Therefore, 
we were not able to determine whether rents paid for this business 
are correct during the audit period. 
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AUDIT RESULTS 
 
 
YUGI CORRECTLY REMITTED GREEN FEES 
BUT NEEDS TO IMPROVE ITS ACCOUNTING 
FOR GREEN FEES 

F
 

rom January 1, 2002, through December 31, 2004, Yugi 
Golf Management LLC (Yugi) collected and remitted to the 
Recreation and Park Department (department) $3,170,221 in 

green fees. Table 1 shows the total green fees Yugi remitted for the 
three-year audit period. 
 
 

TABLE 1 
 

Green Fees Collected and Remitted 
January 1, 2002, Through December 31, 2004 

 
 Green Fees 

January 1, 2002, through December 31, 2002 $1,137,250 
January 1, 2003, through December 31, 2003 1,180,824 
January 1, 2004, through December 31, 2004 (a) 852,147 
Total $3,170,221 

(a) The decline in green fees in 2004 of approximately $300,000, according to Yugi’s principal owner and also to 
the department’s property manager, can be attributed to the reopening of Harding Park Golf Course. Both also 
indicated that there has been an overall decline in golf play throughout the industry. 

 
 
Although our tests showed that Yugi correctly remitted to the 
department the green fees Yugi recorded it collected for the period 
we reviewed, we identified several areas in which Yugi can make 
improvements in accounting for its green fees. We found that Yugi 
did not: 
 
• Retain all records of tournaments. 
• Remit green fees daily as required by the lease. 
• Record resident card numbers on daily time sheets when giving 

cardholders discounted rates. 
• Charge and collect the $1 reservation fee for players using the 

department’s automated reservation system. 
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Retain Records for Tournaments 
Held At Lincoln Park Golf Course 
 
Yugi did not adequately account for the tournaments it held at 
Lincoln Park Golf Course (Lincoln Park Golf) and the fees paid by 
the players who participated in the tournaments. The department 
received $99,274 in revenues that Yugi reported collecting as 
tournament fees during the three-year audit period. However, Yugi 
could not provide us the log books he maintained for the 
tournaments. These records would have enabled us to verify 
whether Yugi charged the correct rates for the tournaments since a 
fee is charged for each player participating in the tournament. 
Initially, Yugi also did not provide us any other records when we 
asked for them. However, after the end of our fieldwork and after 
we had provided a draft copy of this report to Yugi, Yugi’s owner 
and accountant provided us copies of 14 tournament contracts for 
calendar year 2004, which listed the guaranteed amounts 
collectible, and a reconciliation of the contracts to the amounts 
actually collected.  
 
The reconciliation revealed that Yugi had charged and collected 
fees for 10 other tournaments for which no contracts had been 
provided to us. Although not required by the department, 
tournament contracts are a good business practice because they 
provide a record of the agreement between the two parties, the 
provisions of the agreement, and the guaranteed amount to be 
collected by Yugi. However, although the tournament contract 
specifies that payment is required for the guaranteed number of 
players not cancelled 30 days prior to the event, the reconciliation 
showed that of the 14 contracts provided to us, Yugi charged green 
fees for less than the guaranteed number of players for 9 of those 
contracts. For example, for three contracts Yugi charged for 20, 24 
and 32 less players than the guaranteed number of players on the 
contracts without any indication on the contracts that the 
guaranteed number of players had been reduced. 
 
Yugi still did not have any records for the remaining audit period 
of 24 months where he reported collecting more than $51,416. 
According to a statement by Yugi’s former partner, he had 
possession of all the tournament records, but except for the 
contracts provided to us, had lost all the other records. Further, 
according to Yugi’s owner, all the information for tournaments 
held in 2004 was stolen from his head golf professional’s car.  
 
Further, we found that for some tournaments Yugi did not charge 
the players the correct rates for playing in the tournaments. For 
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example, players participating in the San Francisco City 
Championship, which is held at Lincoln and Harding Park Golf 
Courses in February and March of each year, are to be charged $36 
during the weekdays and $44 during weekends, for the period from 
July 1, 2002, through June 30, 2003. However, we found that Yugi 
charged players only $23, which is the resident weekend rate, for 
the tournament held in February and March 2003. According to the 
department’s property manager, he believes the department may 
have agreed to the $23 rate but could not find documentation to 
support this.  
 
Further, Yugi charged some participants who belong to the Lincoln 
Park Men’s Club only the $23 resident weekend rate or $34 non-
resident weekend rate for their tournaments. According to Yugi’s 
principal owner, these organizations were active prior to the start 
of tournament rates and therefore, there was an understanding that 
these organizations need not pay the tournament rates. According 
to the department’s property manager, the department is aware of 
this situation and has been working with the department’s 
Commission and various organizations that do not pay tournament 
rates to establish standards and policies. 
 
Finally, Yugi charged the non-resident rate of $35, instead of the 
tournament rate of $45, for two tournaments held in 2004 because 
a marathon or a bike race blocked the golf course during these 
tournaments. The department’s property manager could not recall 
if Yugi advised him of these instances, but in either event neither 
Yugi nor the department has the right to reduce tournament prices 
set and approved by the department’s commission. 
 
 
Remit Green Fees Daily 
As Required by Its Lease 
 
Yugi remitted its daily green fees late in 16 of the 27 days (59 
percent) we tested. The department requires Yugi to remit to the 
department green fees collected at Lincoln Park Golf on a daily 
basis. Green fees collected from Monday through Thursday are to 
be remitted on the following day, and fees collected on Friday 
through Sunday are to be remitted on the following Monday. 
However, our tests revealed that Yugi remitted its green fees from 
1 to 7 days late in the 16 instances we identified. 
 
Although for the instances we identified, the amount of interest 
lost is immaterial it is important that Yugi makes daily deposits to 
prevent any lost interest. Further, the department is paying an 
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armored car service to collect the green fees from Yugi each 
weekday. Yugi’s principal owner told us that deposits are not made 
on a daily basis because deposit slips can only be prepared by a 
manager and, at times, there is not always a manager on duty every 
morning when the armored car service arrives to collect the green 
fees.  
 
 
Record Golf Resident Card Numbers 
When Giving Discounted Green Fees 
 
The department allows residents of San Francisco to play at 
Lincoln Park Golf, as well as at other city golf courses, at 
discounted rates if they hold resident cards.3 To ensure that only 
San Francisco resident cardholders are given discounted rates, the 
department requires Yugi to check for a valid resident card and 
verify it online. If a resident makes a reservation through the 
automated system, the resident’s name is automatically recognized 
as a legal resident and the name is printed out on the daily tee time 
sheet. However, the department does not require Yugi to record the 
resident card numbers on the daily tee time sheets for residents 
who do not use the automated system. As a result, we could not 
easily verify whether the discounts given by Yugi to these 
residents were given to bona fide resident cardholders. Although 
Yugi records the first name of the players on the daily tee time 
sheets, without the last name, or the resident card numbers, we 
could not ascertain whether these players had resident cards.   
 
According to Yugi’s principal owner, he did not record the resident 
card number on the daily time sheets because the department’s 
daily tee time sheets do not provide sufficient space to record a 
player’s resident card number. Yugi records the player’s name, 
green fee rate, and cash register transaction number on the daily tee 
time sheets. 
 
 
 
 
 

                                                           
3 As of July 1, 2003, the annual fee for a resident card is $40. The green fee 
discounts given to cardholders vary among the golf courses, by the type of 
player, and by the day of play. For the audit period from January 1, 2002, 
through December 31, 2004, the discounts given at Lincoln Park Golf ranged 
from $8 to $11 for a round of golf. During this period, nonresident rates ranged 
from $23 to $35. 
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Charge and Collect the 
Automated Reservation Fee 
 
Yugi did not collect the $1 automated reservation fee from players 
who used the department’s automated telephone tee time 
reservation system during the three-year audit period. The 
department requires Yugi to collect the fee when players used the 
system to reserve tee times. The automated reservation system 
allows a caller to reserve a tee time seven days in advance for San 
Francisco resident card holders and six days in advance for all 
other players.  A caller may reserve a tee time for up to four 
players at five of the City’s six golf courses. According to the 
department’s property manager, approximately 500 reservations 
per month were processed through the automated system, for 
Lincoln Park Golf, during the audit period. 
 
According to Yugi’s principal owner, he did not collect the fee 
because players complained about being charged the fee since the 
automated reservation system does not indicate there will be a $1 
fee for using the reservation system. When we placed a call to the 
automated reservation system, we noted that at the beginning of 
the automated directions for using the system, callers are informed 
that prices on the reservation system are incorrect and the 
department is currently working to update the information on the 
automatic phone system. The callers are told to go to the 
department’s website for updated pricing information or to call the 
golf courses directly. When we listened to the green fee rates on 
the reservation system, it did not mention the $1 reservation fee. 
However, the reservation system does inform the caller to check 
with the department’s website for updated green fee rates. 
 
 
YUGI NEEDS TO IMPROVE ACCOUNTING FOR 
SALES FROM ITS RESTAURANT AND PRO 
SHOP 
 
For the period from January 1, 2002, through December 31, 2004, 
Yugi reported $1,575,103 in gross revenues from the operations of 
its pro shop and the restaurant and bar, and paid $236,754 in rent 
to the department. Table 2 shows Yugi’s reported gross revenues 
and rent paid for the three-year audit period. 
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TABLE 2 
 

Reported Gross Revenues and Rent Paid 
January 1, 2002, Through December 31, 2004 

 
 Gross Revenues Rent Paid 

January 1, 2002, through December 31, 2002 $623,635 $91,326 
January 1, 2003, through December 31, 2003 545,759 82,341 
January 1, 2004, through December 31, 2004 405,709 63,087 
Total $1,575,103 $236,754 

  
 
However, Yugi did not meet its minimum rent requirements during 
the audit period. We also noted that Yugi made some errors in 
reporting its gross revenues for the pro shop. Further, we were 
unable to verify cash collections, cash overages or shortages, some 
gift certificates that were redeemed, and some green fee revenues 
that were paid through credit card charges. Finally, we were also 
unable to audit the revenues from the operation of the restaurant 
and bar because Yugi could not provide any supporting records.  
 
 
Yugi Did Not Have Records to Support the 
Revenues It Reported for Its Restaurant and Bar 
 
Although Yugi reported gross revenues of $424,241, and paid rent 
of $28,891 for operating the restaurant and bar for the three-year 
audit period, Yugi could not provide any records to support its 
reported revenues. Yugi could not provide us cash register tapes or 
order slips to provide additional documentation that Yugi correctly 
reported the revenues from its restaurant and bar. As a result, we 
cannot make any assurances whether Yugi correctly paid its rent.   
 
For operating the restaurant and bar at Lincoln Park Golf, the lease 
requires Yugi to pay the greater of a minimum annual rent of 
$16,747 or a percentage rent. The monthly percentage rent consists 
of 6 percent of food sales, 8 percent of alcoholic beverage and 
banquet sales, and 10 percent of room rentals. According to the 
department’s property manager, three separate individuals operated 
the restaurant and bar during the audit period.  
 
Further, according to the department’s property manager, the 
department had not been aware of Yugi’s first independent 
contractor until the time the department assigned the lease to Yugi 
at the Commission meeting on March 20, 2001. Also, Yugi failed 
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to inform the department that Yugi had subleased the operations of 
the restaurant and bar to a second independent contractor. The 
department was not made aware of this second independent 
contractor until the legal action came to the department’s attention. 
According to Yugi’s lease agreement, it cannot subcontract any of 
the operations without formal approval by the department’s 
Commission.  
 
 
Yugi Needs to Improve Its Pro Shop 
Business Practices  
 
Yugi exhibited poor business practices in accounting for pro shop 
sales.4 We reviewed Yugi’s revenue reports for 9 of the 36 months 
under audit. Although Yugi reported revenues for most days of the 
months, we noted that Yugi often reported it did not collect any 
cash during a day, but only had credit card sales. For the nine 
months we reviewed, Yugi reported it did not collect any cash in 
192 of the 270 days (71 percent). When we asked Yugi during our 
fieldwork whether it was reasonable for a retail shop not to have 
collected any cash for so many days, Yugi could not provide us 
any comprehensible explanation. It was only after we had 
completed our fieldwork and provided a draft of this report to 
Yugi, that he and his representatives provided an explanation. 
According to Yugi, he used the daily cash proceeds from the pro 
shop to add to the cash green fees he was to remit to the 
department. This was because Yugi allows players to pay green 
fees by credit card if the player also makes a purchase from the pro 
shop. Notwithstanding that the department does not specifically 
allow Yugi to accept green fees via credit cards, Yugi did not 
adequately distinguish the green fees transactions from the pro 
shop business transactions.  
 
We were thus not able to verify cash collections for the pro shop 
revenues, including any overages or shortages. Yugi reported 
collecting $46,469 in revenues from its operations for the 27 days 
we tested in the audit period. Of that total, we were unable to 
vouch $3,459 in cash collections and $541 in cash overages to any 
supporting documents, such as cash register tapes and bank 

                                                           
4 For operating the pro shop, the lease requires Yugi to pay the greater of a 
minimum annual rent of $62,800 or a percentage rent. The monthly percentage 
rent consists of 5 percent of merchandise sales from the pro shop, 15 percent 
from golf lessons and instruction fees, rentals of golf clubs and practice balls, 20 
percent of the first $50,000, and 25 percent of the excess of $50,000 from rentals 
of golf carts. 
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statements. According to Yugi’s principal owner, all pro shop 
transactions, including the sale of equipment and lessons, are 
entered on the cash register; however, the register does not allow 
Yugi to differentiate between cash or credit card transactions. 
Therefore, the register tape does not show the amount of cash sales 
and the amount charged by credit cards. Since Yugi’s credit card 
machine is also used to account for green fee transactions, the 
credit card tape does not show the amount that was collected just 
for pro shop purchases. Although we attempted to verify cash 
collections through deposits shown on Yugi’s bank statements, we 
could not match the deposits to each day’s cash collections because 
Yugi did not always deposit collections on a daily basis. 
 
In addition, from our sample testing of 27 days, we were unable to 
verify gift certificates that were redeemed in six of the days, 
totaling $640. According to Yugi’s principal owner, when gift 
certificates are redeemed, Yugi records the amounts as a special 
code on its cash register. However, we did not find any entries 
using the special code. Yugi does not recall the reasons for these 
errors in reporting. 
 
Further, when we reviewed the revenue reports for the pro shop, 
we found that the credit card amount that is allocated to green fees 
is based on the remaining amount not entered as cash, credit card 
and gift certificate tenders. Therefore, we were not able to verify 
$9,717 in credit card revenues allocated for green fees from our 
sample of 27 days when cash, cash overages/shortages or gift 
certificates are unverifiable. 
 
Yugi also overpaid its pro shop rent by $1,223 during the audit 
period. According to the lease, Yugi should deduct any taxes 
collected from patrons to arrive at the gross revenues subject to 
percentage rent. However, in reviewing Yugi’s revenue reports and 
sales tax returns filed with the State Board of Equalization, Yugi 
did not reduce its gross revenues by the amount of tax it collected, 
and as a result, overpaid its rent for the three years we reviewed. 
 
 
Yugi Did Not Pay the Minimum  
Rent Required by Its Lease 
 
Yugi did not pay the minimum rent due for the three years we 
audited, and owes the department $17,917 in minimum rent ($618 
for pro shop and $28,076 for restaurant, less $10,777 paid 
subsequent to our audit period). Yugi also owes $40,894 in late 
fees for a total of $58,811, as of December 31, 2004. According to 
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the lease, if the annual minimum rent is due, any deficiency must 
be made up on or before the 10th day of the month immediately 
following the close of the fiscal year. Further, 15 percent interest 
will be assessed each month on late payments.5 The annual 
minimum rent is assessed on a fiscal year basis. 
 
Yugi did not pay its minimum rent because it failed to reconcile 
the percentage rents it paid each month to the annual minimum 
rent requirements for the pro shop and restaurant and bar. Yugi last 
performed a reconciliation of the rent due on January 14, 2003, for 
fiscal years 2000-01 and 2001-02. However, Yugi’s reconciliation 
did not account for the interest that was owed due to its minimum 
rent payment being six months late. Table 3 shows the rental 
payments and late fees owed for each fiscal year of the audit period 
ending December 31, 2004. 
 

TABLE 3 
 

Minimum Rent Payments for Pro Shop and Restaurant and Bar 
January 1, 2002, Through December 31, 2004 

 

 Rent Paid 
Minimum 
Rent Due 

Additional 
Rent Due 

Interest 
Due 

Pro Shop  

July 1, 2001, through June 30, 2002 (a) $80,771 $62,800 $0 $0
July 1, 2002, through June 30, 2003 75,970 62,800 0 0
July 1, 2003, through June 30, 2004 65,434 62,800 0 0
July 1, 2004, through December 31, 2004 (b) 30,782 31,400 618 0
Pro Shop Totals $252,957 $219,800 $618 $0

  
Restaurant and Bar  
July 1, 2001, through June 30, 2002 (a) $ 4,214 $16,747 $12,533  (c)$18,919
July 1, 2002, through June 30, 2003 14,925 16,747 1,822 6,558
July 1, 2003, through June 30, 2004 8,182 16,747 8,565 15,417
July 1, 2004, through December 31, 2004 (b) 3,218 8,374 5,156 0
Restaurant and Bar Totals $30,539 $58,615 $28,076 $40,894

(a) Although our audit period starts on January 1, 2002, we present rent payment information for fiscal year 
2001-02 because minimum rent payments are calculated on a fiscal year basis. 

(b) Our audit period ends on December 31, 2004, and we present payment information for the six-month period 
from July 1, 2004, through December 31, 2004. 

(c) Yugi paid $10,777 of the amount due shortly after the end of the fiscal year. The interest due is calculated 
on the remaining unpaid amount, $1,756. 

                                                           
5 We discussed this rate with the department and its city attorney, and both 
agreed that while the interest rate is high, the lease is legally binding and Yugi is 
subject to all lease terms by having accepted the assignment of the lease without 
requesting any changes in the lease provisions.  
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Because the annual minimum rent payments are calculated on a 
fiscal year basis, we calculated the minimum rent due from July 1, 
2001, the six-month period before the beginning of the audit period 
through the end of that fiscal year, June 30, 2002. As of December 
31, 2004, the $5,774 in additional rent payment is not yet due to 
the department.  
 
 
RECOMMENDATIONS 
 
We recommend that the Recreation and Park Department take the 
following actions to ensure that Yugi Golf Management, LLC 
meets all department requirements to operate Lincoln Park Golf 
Course: 
 
• Require Yugi to retain all records of the tournaments it hosts, 

including log books, tournament contracts, and any other 
records Yugi receives related to the tournaments. 

• Require Yugi to maintain sufficient detailed records, such as 
players’ names and rates charged, on the tee time sheets, or on 
other documents, to allow the department to verify that Yugi is 
correctly remitting tournament fees to the department.  

• Develop written policies and procedures for Yugi, as well as 
other city golf course operators, to follow in keeping records of 
tournaments held at the courses.  

• Require Yugi to remit all green fees on a daily basis as required 
by the lease, or any other schedule the department finds 
reasonable and prudent. 

• Redesign the daily tee time sheet to allow space for recording 
resident card numbers, and any other information the 
department requires. 

• Require Yugi to record resident card numbers for all players 
receiving a discount on the daily tee time sheets. 

• Update the automated telephone reservation system with 
correct green fee rates and specifically indicate there is a $1 
reservation fee for using the reservation system and that the fee 
will be collected at the golf courses. 

• Require Yugi to charge a player the $1 reservation fee if the 
player reserved tee time using the automated telephone 
reservation system. 
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• Require Yugi to retain all of its accounting records in 
accordance with the lease assignment and instruct Yugi on the 
importance of maintaining its records in a secure place. 

• Because of the complete lack of records for the restaurant and 
bar operations, the department may wish to consider requiring 
Yugi to have an independent financial audit conducted each 
year of its business operations for the pro shop and restaurant 
and bar.  

• Inform Yugi whether the department will allow it to continue 
accepting green fees payments via credit card. If allowable, the 
department should establish procedures for the prompt 
remittance of those revenues. 

• Require Yugi to improve accounting for all transactions at the 
pro shop, including cash collections, any overages or shortages, 
redemption of gift certificates, and credit card transactions, 
including green fees. 

• Require Yugi to pay $58,811 in rental and late fees for not 
meeting the minimum annual rental requirements. In addition, 
the department should require Yugi to submit a 
reconconcilation of the minimum annual rent annually after the 
end of the fiscal year. 

• Determine whether it should credit Yugi $1,223 in overpaid 
rent. 

• Remind Yugi that any person contracted by Yugi to operate 
any part of the lease, such as the restaurant and bar, must first 
be approved by the department’s Commission. In addition, 
Yugi is ultimately responsible for providing documents in 
support of revenues reported to the department.  

 
We conducted this review according to the standards established 
by the Institute of Internal Auditors. We limited our review to 
those areas specified in the audit scope section of this report. 
 
 
Staff: Helen Vo 
 
 

 
 

13 



 

Blank page intentionally inserted. 

14 



 

RECREATION AND PARK DEPARTMENT 
RESPONSE TO THE AUDIT: 
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YUGI GOLF MANAGEMENT 
RESPONSE TO THE AUDIT: 
 

 

*

 
* Controller’s Financial Audits Division’s comments on this response begin on page 33. 
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CONTROLLER’S FINANCIAL AUDITS DIVISION COMMENTS  
ON THE RESPONSE FROM YUGI GOLF MANAGEMENT 
 

 
To provide clarity and perspective, we are commenting on the 
response to our audit report from Yugi Golf Management (Yugi). 
 
The Controller’s Financial Audits Division (division) disagrees 
with Yugi that the division does not have the expertise to conduct 
an audit of Yugi’s operations of Lincoln Park Golf. The division 
audited the management company that operated Lincoln Park Golf 
prior to Yugi assuming the operations and the division did not have 
any problems in obtaining the necessary information from that 
company to complete the audit. Further, the division has conducted 
audits of other city golf course concessions and is currently 
completing an audit of Harding Park Golf Course. Again, the 
division has not had any problems in obtaining the information 
necessary to complete these audits. By contrast, Yugi did not 
produce the necessary records for us to complete the concession 
audit and because of the associated increase in risk, we could not 
conclude whether Yugi properly accounted for all its concession 
revenues, and correctly paid the Recreation and Park Department 
(department) the rent that was due.  
 
The division has thoroughly discussed and reviewed the findings in 
the report with Yugi and its representatives and the department. 
The division finds it disappointing that Yugi continues to 
misrepresent, misinterpret, and misunderstand the results of our 
audit. The division fully stands by the results of its audit of Yugi. 
 
We also have specific comments on some of Yugi’s responses. The 
following numbered responses correspond to the numbers we have 
placed in the response from Yugi. 
  
1  Unfortunately, Yugi does not appear to understand the concept 

of accounting records. The only “records” provided by Yugi or 
its accountant were monthly concession revenue reports. These 
reports are used by the accountant to prepare the payment 
statements required by the department and only showed the 
total sales from Yugi’s restaurant and bar as reported by Yugi. 
To verify whether Yugi correctly reported the monthly total 
sales, we asked to see the supporting accounting records, such 
as daily cash register tapes, prenumbered restaurant order 
tickets, and daily cash receipt reconciliations. Yugi did not 
provide us any of these records, and without these records, we 
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cannot conclude whether Yugi correctly reported the revenues 
from its restaurant and bar.  

 
2 We believe “poorly” describes the situation when we could not 

verify more than $9,000 in credit card revenues allocated for 
green fees in a sample of 27 days of operations, and could not 
reconcile Yugi’s cash collections to its bank records. During 
the fieldwork, Yugi stated that it would submit a written 
explanation of the methods it used to allocate cash and credit 
card transactions. Yugi did not submit any explanation and 
without that explanation, we could only conclude that Yugi 
accounted poorly for its credit card transactions.   

 
3 Yugi fails to recognize and understand that our audit period is 

as of December 31, 2004. As of that date, Yugi had not paid 
the minimum rent due for the period under review. If Yugi 
made any payments after this date, our audit would not identify 
such payments. Further, we would hope that Yugi took 
sufficient due care before accepting the assignment of the lease 
for Lincoln Golf Park Course. Yugi had every opportunity to 
take any exception to terms of the lease or the memorandum of 
understanding. Since Yugi took the assignment, it should have 
been well aware of the late payment fees. As we state in our 
report, we discussed the amount of the late payment fee with 
the department and its city attorney. Nevertheless, we 
understand that the department is discussing with Yugi the 
percentage it will charge for late payments. 

 
4 As we state in the report, the importance of the log books was 

to assist us in verifying the number of players that actually 
participated in the tournaments held by Yugi. In this way, we 
could determine whether Yugi correctly reported total 
tournament revenues. The text has been clarified to indicate 
that such information would assist us to verify total tournament 
revenues. 

 
5 Yugi continues to fail to understand the importance of keeping 

adequate records. If it did allow for more players, then without 
a record of the number of players that actually participated in 
the tournaments, the department would have little assurance 
that Yugi correctly reported all the revenues collected from the 
tournament. We believe our recommendation to the department 
to develop written policies and procedures to account for 
tournament revenues will assist all the city golf courses. 
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6 Yugi is misstating the facts. Yugi could not provide any written 
documents showing that Recreation and Park had approved the 
lower rates charged by Yugi. Further, while a department 
representative believes the department may have approved a 
lower rate, he could not find any written documents to support 
this. As we have indicated to Yugi throughout the conduct of 
this audit, verbal assertions are not sufficient audit evidence. 
Finally, as we state in the report, neither Yugi nor the 
department has the right to reduce tournament rates set and 
approved by the department’s commission. Yugi should have 
sought and obtained written approval from the department’s 
Commission to reduce any rates.  

 
7 The department is aware of Yugi’s assertion that the armored 

car service did not arrive at regular times each weekday. Since 
the department is paying for this service, we understand that 
the department will be following up with the armored car 
service to determine if the service can make the required daily 
service calls at a set time each day. 

 
8 As we stated previously, we do not consider the monthly 

concession revenue reports submitted to the department to be 
adequate supporting accounting records. To verify whether 
Yugi correctly reported the monthly total sales, we asked to see 
the supporting accounting records, such as daily cash register 
tapes, prenumbered restaurant order tickets, and daily cash 
receipt reconciliations. Yugi did not provide us any of these 
records, and without these records, we cannot conclude 
whether Yugi correctly reported the revenues from its 
restaurant and bar.  

 
9 We are somewhat surprised that Yugi believes that a 

“reasonableness” test is sufficient to verify revenues. We do 
not believe any prudent business would rely on reasonableness 
to determine whether it is accurately accounting for its 
revenues or expenses.   

 
 Yugi has had every opportunity to examine our audit 

workpapers. When we held our exit conference in February 
2006 with Yugi and its representatives, as well as with the 
department, Yugi had been given a draft of our report and we 
discussed the findings. At no time at the meeting, or even 
during the conduct of the fieldwork, did Yugi indicate it 
wanted to examine any of the workpapers connected with the 
audit.  
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 Yugi again appears to misunderstand what it accepted by 
taking the assignment to operate Lincoln Park Golf Course. 
The lease and memorandum of understanding are legal 
documents and Yugi must meet the terms of those agreements. 
Yugi had every opportunity to negotiate with the department to 
change some of those terms if it disagreed with the terms. 
However, Yugi accepted the assignment without requesting 
any changes. Yugi also has had every opportunity since it 
accepted the assignment in 2001 to work with the department 
to agree to change any of the terms through written formal 
agreements. However, Yugi has not done so, and only asserts 
that it received verbal approvals to deviate from the written 
terms of its agreements. What Yugi fails to understand is that it 
is good business practice to obtain written documentation for 
those assertions so that it can prove that the department 
approved any changes in the way Yugi operated under its 
agreements.   

11 
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