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August 2, 2011 
 

 

 

Gerry van der Meer, Commissioner 

Kentucky Department of Parks 

500 Mero Street 

10
th

 Floor Capital Plaza Tower 

Frankfort, Kentucky 40601 
 

William Dexter, Executive Director 

Office of Legal Affairs 

Tourism, Arts and Heritage Cabinet 

500 Mero Street 

24
th

 Floor Capital Plaza Tower 

Frankfort, Kentucky 40601 

 

Dennis Brinley 

Marie Tucker 

Green River Marina 

1293 Lone Valley Road 

Campbellsville, Kentucky 42718 

 

RE:  Examination of the Compliance and Oversight Related to Green River Marina’s Lease Agreement 

with the Department of Parks 

 

Dear Madam and Sirs: 

 

  We have completed our Examination of Compliance and Oversight Related to Green River 

Marina’s Lease Agreement with the Department of Parks (Parks).  The report presents, in total, five 

findings and offers recommendations to Green River Marina related to its reporting of income and 

timely payments.  We also offer recommendations to Parks to strengthen and improve the lease 

agreement and its monitoring of the lease agreement.  

 

The Department of Parks (Parks) requested the Auditor of Public Accounts (APA) to perform an 

examination of the accuracy and timeliness of Green River Marina’s reporting of gross receipts to Parks, 

as well as other issues.  As a result of this request, the APA performed an examination to evaluate the 

financial reporting and contract compliance of Green River Marina.   
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Examination procedures included interviews with staff members of Parks’ Financial Operations, 

Internal Audits, Customer Service, and Facilities Maintenance/Management.  Because Parks is located 

within the Tourism, Arts, and Heritage Cabinet (Tourism), the APA also interviewed the staff members 

of Tourism’s Office of Legal Affairs and Tourism’s Chief Financial Officer.  The APA further 

interviewed representatives of the Green River Marina, the certified public accountant that performed 

their financial audits during the scope of our audit, and other parties with information related to this 

examination.  In conjunction with the review of Green River Marina’s license agreement, the APA also 

reviewed various Green River Marina financial reporting documents including concession reports, 

financial audits, and other financial documents for the period under review.  

 

  The scope of our examination included calendar years 2007, 2008, and 2009.  The financial 

reporting that occurred during calendar year 2010 was included in our review to the extent possible but 

the financial audit for 2010 has not been performed.  We were limited in our review of records because a 

fire on November 26, 2010 at Green River Marina destroyed their financial records.  To accomplish this 

examination, the APA specifically focused on the following objectives: 
 

 Evaluate the financial reporting and contract compliance of the Green River Marina. 

 Determine whether sales commissions from Green River Marina and associated businesses’ 

operating on the premises of Parks were properly paid to the Commonwealth of Kentucky. 

 Evaluate the oversight of the Green River Marina contract by Parks. 
 

The APA requests a report from Parks and Green River Marina on the implementation of audit 

recommendations within (60) days of the completion of the final report.  If you wish to discuss this 

report further, please contact Brian Lykins, Executive Director of the Office of Technology and Special 

Audits, or me. 

 

Respectfully submitted, 

 

 

 

Crit Luallen 

Auditor of Public Accounts 
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CRIT LUALLEN 

AUDITOR OF PUBLIC ACCOUNTS 

 

Performance and Examination Audits Branch 

Executive Summary 

August 2, 2011 

Examination of the Compliance and Oversight Related to Green River Marina’s Lease 

Agreement with the Department of Parks 
 

Examination Objectives 

Green River Marina, Inc. is operated by a private 

contractor at the Green River Lake State Park. The 

Department of Parks (Parks) requested the Auditor of 

Public Accounts (APA) to perform an examination of 

the accuracy and timeliness of Green River Marina’s 

reporting of gross receipts to Parks, as well as other 

issues.  As a result of this request, the APA performed 

an examination to evaluate the financial reporting and 

contract compliance of Green River Marina.  This 

review included calendar years 2007, 2008, and 2009.  

The financial reporting that occurred during calendar 

year 2010 was included in our review to the extent 

possible but the financial audit for 2010 has not been 

performed.  We were limited in our review of records 

because a fire on November 26, 2010 at Green River 

Marina destroyed their financial records.  To 

accomplish this examination, the APA specifically 

focused on the following objectives: 

 

 Evaluate the financial reporting and contract 

compliance of the Green River Marina. 

 Determine whether sales commissions from 

Green River Marina and associated businesses’ 

operating on the premises of Parks were 

properly paid to the Commonwealth of 

Kentucky. 

 Evaluate the oversight of the Green River 

Marina contract by Parks. 

 

Background for State Leased Marinas 

Parks leases nine marinas within the Kentucky State 

Parks system:  Barren River, Dale Hollow, Green 

River, Kenlake, Kentucky Dam Village, Lake Barkley, 

Lake Cumberland, Paintsville, and Taylorsville.  Each 

state leased marina has a separate and unique license 

agreement with Parks.   These license agreements 

contain the specific contractual terms that were 

negotiated between Parks and each marina.  With the 

exception of Kenlake and Kentucky Dam Village, the 

U. S. Corps of Engineers holds a superior lease to the 

Commonwealth of Kentucky and the Commonwealth 

subleases the lake property to the marinas. 

 

The license agreement between the Commonwealth of 

Kentucky and Green River Marina, Inc. was originally 

dated December 1, 1971.  This license agreement was 

amended on October 13, 1989 to have an extended term 

ending on December 31, 2015 and was titled, 

“Amended and Restated License Agreement.”  Since 

1989, this license agreement has been amended three 

times for various reasons.   

 

Based on our objectives, this examination focused on 

the license agreement terms most relevant to financial 

reporting.  The terms associated with rental payments, a 

maintenance account, record keeping, annual audits, 

and access to financial records were evaluated due to 

their relationship with financial reporting.   

 

Findings and Recommendations 

Finding 1:  The sales commission received from 

brokering boats at Green River Marina is not 

included in the marina’s gross receipts when 

calculating their rent payment to the 

Commonwealth. 

The owners of Green River Marina have another 

private business brokering the sale of boats.  According 

to their website, this business brokers boats for their 

company and for other companies.  While the owners 

may broker boats that are located at other marinas 

across the country, it appears that any commissions 

from boat sales at Green River Marina would be 

applicable to the license agreement that Green River 

Marina has with the Commonwealth of Kentucky.  

According to the license agreement, Green River 

Marina should pay rent to the Commonwealth based on 

five and one-half percent of gross receipts from all 

operations.  Revenue generated from brokering a boat 

sale at Green River Marina would increase gross 

receipts reported to Parks, which would increase the 

amount of rent paid to Parks. 

Recommendations:   

We recommend that Green River Marina take steps to 

account for any commissions on boat sales conducted 

on the marina’s premises.  This revenue should be 

included monthly in a separate category on the 

Concession Payment Report.  The monthly rent 

payment should include the applicable percentage of 

revenue from commissions on boat sales for boats 

located at Green River Marina. 

Finding 2:  Green River Marina was not consistent 

in paying the required rental payments. 

Green River Marina did not consistently pay its 

monthly rental payments in a timely manner.  The 

marina’s license agreement requires the rental payment 
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to be made monthly due on or before the close of 

business 10 working days after the end of the preceding 

month.  However, the license agreement fails to define 

the term “working days” making it unclear whether the 

days refer to the marina’s days of operation or Parks 

five day work week.  In addition, Green River Marina 

had not paid the 2008 and 2009 rental underpayment 

determined by annual financial audits.  Per Parks’ 

license agreement with Green River Marina, an annual 

audit of the marina’s operations must be performed by a 

recognized qualified CPA firm.  As part of this audit, 

the CPA firm determines any over or underpayment of 

the required five and one-half percent rental fee to be 

paid to Parks. 

Recommendations:   

We recommend that Green River Marina ensure its 

monthly concession reports and rental payments are 

submitted in a timely manner.  Further, the marina 

should ensure underpayments identified through the 

CPA firm’s annual financial audits are also 

appropriately paid.  We recommend that Parks revise 

their license agreement with Green River Marina to 

strengthen the requirements regarding rental payments 

and to address penalties for any late payments.  For 

example, the requirement that the rental payment shall 

be due on or before the close of business 10 working 

days after the end of the preceding month should either 

be clearly defined or a specific payment date be given.  

In addition, we recommend that Parks adopt written 

policies and procedures that address the responsibilities 

of the local state park managers and Parks’ Financial 

Operations regarding the review of state leased 

marina’s rental payments.  Staff should ensure rental 

payments are submitted timely and that any 

underpayments should be recorded and monitored to 

ensure timely collection.  The policies and procedures 

should also discuss penalties that may apply for late 

payments. 

 

Finding 3:  Written policies and procedures were 

not developed to ensure proper completion and 

review of the Concession Payment Report. 

The license agreement between Green River Marina 

and Parks appears to be the only written guidance 

identifying how Green River Marina should pay rent to 

the Commonwealth.  However, the license agreement 

does not state that Green River Marina should complete 

and submit a Concession Payment Report.  In addition, 

Parks does not have any written policies or procedures 

that specify how the rent payments should be reviewed 

or tracked.  Without written policies and procedures 

related to the rent payment process, it is difficult to 

establish and document the vendor’s and Parks’ 

responsibilities. 

Recommendations:  We recommend Parks develop 

policies and procedures regarding the completion and 

review of the Concession Payment Reports to address 

the following issues:   

 A cash basis accounting method should be used 

to recognize and record gross receipts of 

marina operations. 

 Any adjustments made to a Concession 

Payment Report should be accompanied by a 

corresponding explanation of the adjustment. 

 The supporting documentation that should 

routinely be provided. 

 A specific deadline for the submission of the 

Concession Payment Report or clearly define 

the 10 working day period for the report to be 

submitted.  

 The addition of a late fee to the license 

agreement to encourage timely payments and to 

specify those responsible to collect the fee. 

 Procedures conducted by the local state park 

manager to investigate when concerns are 

expressed regarding the amount of gross 

receipts reported on the Concession Payment 

Report. 

 Procedures at Parks’ Financial Operations 

related to reviewing the submitted Concession 

Payment Report, re-entering data into another 

spreadsheet that could be submitted 

electronically, and performing an analysis of 

the submitted data. 

 Parks’ staff responsible for contacting the 

marina vendor to discuss miscalculations or 

other questions related to the Concession 

Payment Report.   

 Definitions of sale categories used to complete 

the Concession Payment Report and the 

specific activities that should be included in the 

sale category. 

We also recommend that the Concession Payment 

Report be updated to include the following: 

 A policy statement that gross receipts should be 

calculated using cash basis accounting. 

 A clause stating that by signing the report the 

person certifies that cash basis accounting was 

used as required by Parks’ policy and that the 

sale categories reflect all operations of the 

marina.  

 The required date for Parks to receive the 

Concession Payment Report and the late fee 

policy. 

 

Finding 4:  The license agreement provides no 

penalties for contractors that do not comply with the 

terms of the license agreements.   
Green River Marina’s license agreement does not 

include penalties for not complying with the terms of 

the license agreement.  The license agreement 

incorporates specific terms that Green River Marina 
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must meet; however, no penalties or consequences are 

specified in the license agreement if Green River 

Marina does not comply with the terms of the 

agreement.  By not providing penalties in the license 

agreement for noncompliance, no incentive exists to 

comply with the agreement.  According to a Tourism 

attorney, even if the license agreement with Green 

River Marina was terminated, Parks and the 

Commonwealth could face a significant financial 

obligation to reimburse the marina’s owners for the 

capital improvements made to the marina. 

Recommendations:  We recommend that Parks amend 

the license agreements with state leased marinas to 

include specific penalties for noncompliance to be 

associated with the requirements of the license 

agreement.  For example, penalties could be in the form 

of interest charges or administrative charges based on 

the length of time that the operator was out of 

compliance.  Parks should also adopt policies and 

procedures to oversee and enforce license agreement 

terms and penalties.  These procedures should identify 

who is responsible for following up on audit findings 

and contacting the marina to inform them of applicable 

penalties due to noncompliance.  We also recommend 

that Parks amend the license agreement to include 

termination language that could mitigate the financial 

risks to the Commonwealth if the marina operator is in 

breach of the terms in the license agreement.  This 

amendment should not minimize the improvements 

made by the marina operator but should provide 

additional protection to Parks and the Commonwealth if 

the marina operator is in substantial breach of their 

license agreement.  The license agreement should also 

define what noncompliance would constitute a 

substantial breach of contract. 

 

Finding 5:  A review of Green River Marina was 

conducted in 2008 by Parks’ Internal Audit Branch 

but the report was not distributed to appropriate 

personnel and it did not result in Parks taking 

action to address audit findings. 

Parks’ Internal Audit Branch conducted a review of 

Green River Marina in August 2008.  This review did 

not result in policy and procedure changes or any 

documented actions.  A memorandum was prepared 

instead of a formal report because Green River Marina 

refused to provide requested documents.  Internal Audit 

did not develop a finding that Green River Marina 

declined to provide requested information though the 

license agreement allowed Parks to access the marina’s 

records.  This memorandum was provided to two 

members of executive management in Parks.  However, 

Green River Marina was not made aware of the 

review’s findings, though they were aware that a review 

was conducted.  Our examination of the internal audit 

process found that the Internal Audit Branch did not 

have written policies and procedures concerning how 

special request audits are initiated, approved, and 

reported.  An internal audit has limited benefit if the 

audit reports are not finalized and distributed to all 

parties involved. 

 

Recommendations:  We recommend that Parks 

develop written guidelines concerning the Internal 

Audit Branch audit plan and process.  At a minimum, a 

policy should be developed to address the process to 

follow when performing a special audit.  The policy 

should address the report and distribution process.  A 

standard distribution checklist should be developed and 

consistently followed for the various types of internal 

audits or reviews.  This distribution checklist should 

include Financial Operations given their responsibility 

to review financial information.  We also recommend 

that the refusal to provide documentation as required by 

a license agreement or other contract should be 

documented by Internal Audit as a finding and this 

refusal should not prevent the audit from being 

completed and formally reported.  We further 

recommend that Parks address the recommendations 

made in the 2008 Internal Audit review. 
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Scope Green River Marina, Inc. is operated by a private contractor at the Green River 

Lake State Park.  The Department of Parks (Parks) requested the Auditor of Public 

Accounts (APA) to perform an examination of the accuracy and timeliness of 

Green River Marina’s reporting of gross receipts to Parks, as well as other issues.  

As a result of this request, the APA performed an examination to evaluate the 

financial reporting and contract compliance of Green River Marina.  This review 

included calendar years 2007, 2008, and 2009.  The financial reporting that 

occurred during calendar year 2010 was included in our review to the extent 

possible but the financial audit for 2010 has not been performed.  We were limited 

in our review of records because a fire on November 26, 2010 at Green River 

Marina destroyed their financial records.  To accomplish this examination, the APA 

specifically focused on the following objectives: 
 

  Evaluate the financial reporting and contract compliance of the Green River 

Marina. 

  Determine whether sales commissions from Green River Marina and 

associated businesses’ operating on the premises of Parks were properly 

paid to the Commonwealth of Kentucky. 

  Evaluate the oversight of the Green River Marina contract by Parks. 

 

 To address these objectives, the APA interviewed staff members of Parks’ 

Financial Operations, Internal Audits, Customer Service, and Facilities 

Maintenance/Management.  Because Parks is located within the Tourism, Arts, and 

Heritage Cabinet (Tourism), the APA also interviewed the staff members of 

Tourism’s Office of Legal Affairs and Tourism’s Chief Financial Officer.  The 

APA further interviewed representatives of the Green River Marina, the certified 

public accountant (CPA) that performed their financial audits during the scope of 

our audit, and other parties with information related to this examination.  In 

addition, we interviewed representatives from a sample of other state leased 

marinas and the U. S. Corps of Engineers. 

 

 Green River Marina’s applicable license agreements with Parks and any 

amendments were reviewed along with any applicable reports or information 

provided by Parks’ Internal Audit.  Various Green River Marina financial reporting 

documents were reviewed, including concession reports, financial audits, and other 

financial documents for the period under review.  We also reviewed a license 

agreement and concession reports related to other state leased marinas. 

 

Background Parks leases nine marinas within the Kentucky State Parks system:  Barren River, 

Dale Hollow, Green River, Kenlake, Kentucky Dam Village, Lake Barkley, Lake 

Cumberland, Paintsville, and Taylorsville.  Each state leased marina has a separate 

and unique license agreement with Parks.   These license agreements contain the 

specific contractual terms that were negotiated between Parks and each marina.  

With the exception of Kenlake and Kentucky Dam Village, the U. S. Corps of 

Engineers holds a superior lease to the Commonwealth of Kentucky and the 

Commonwealth subleases the lake property to the marinas. 
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Green River 

Marina License 

Agreement 

The license agreement between the Commonwealth of Kentucky and Green River 

Marina, Inc. was originally dated December 1, 1971.  This license agreement was 

amended on October 13, 1989 to have an extended term ending on December 31, 

2015 and was titled, “Amended and Restated License Agreement.”  Since 1989, 

this license agreement has been amended three times for various reasons.  The 

following table provides an overview of each amendment. 

 

                 Table 1:  Overview of the Amendments to Green River Marina’s License Agreement 

Date of Agreement and Title Purpose 

July 27, 1992 – First Amendment to the 

Amended and Restated License Agreement 

of October 13, 1989. 

Perfecting and assigning the agreement for a new licensee to 

assume all duties, liabilities, and responsibilities in operating 

the Green River Marina.  In consideration of the license 

extension, the licensee agrees to make specific 

improvements at the licensee’s sole expense. 

November 6, 1997 – Second Amendment to 

the Amended and Restated License 

Agreement of October 13, 1989. 

Perfecting and assigning the agreement for a new licensee to 

assume all duties, liabilities, and responsibilities in operating 

the Green River Marina.  This amendment also redefines 

specific terms of the agreement. 

May 25, 2001 – Third Amendment to the 

Amended and Restated License Agreement 

of October 13, 1989. 

In exchange for a ten year extension of their license 

agreement, the licensee will expand the existing marina 

facility by infusing a minimum of $800,000 into new 

construction and relocation work.  The current license 

agreement now expires on December 31, 2025.   
Source:  The Auditor of Public Accounts based on the license agreements provided by the Department of Parks. 

 

 The 1989 license agreement phased in, after a five year period, the current rental 

payment terms.  The licensee agreed to pay the Commonwealth rent in the form of 

a percentage of gross receipts equal to five and one-half percent of all operations of 

the marina.  Per the agreement, payment shall be made monthly and due on or 

before the close of business ten working days after the end of the preceding month. 

 

 The process of remitting the rental payment was determined through interviews and 

a review of various documents.  The process to make rental payments was not 

specified in the license agreement.  Using the Concession Payment Report, a form 

provided by Parks, Green River Marina staff enters revenue data within the 

following sale categories: 

 

  Boat Slips; 

  Boat Rental; 

  Floating Cabins;  

  Dinner Cruise;  

  Gas and Oil;  

  Food and Store Items;  

  Labor; and,  

  Fishing License, Live Bait, and Pump Out. 
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 For each sale category, Green River Marina calculates the rental payment to Parks 

by multiplying the revenue amount listed for each sale category by five and one-

half percent and then adding the totals for each sale category.  A blank copy of this 

form is attached.  See Exhibit 1. 

 

 Green River Marina staff submits the Concession Payment Report, along with the 

corresponding payment to the local state park, which is Green River Lake State 

Park.  The individual signing the Concession Payment Report certifies “the 

amounts entered on the report are true and correct and comply with the terms of the 

License Agreement currently in effect.” 

 

 Once the Concession Payment Report and payment is submitted, the Green River 

Lake State Park Manager (Park Manager) stamps the date received on the 

Concession Payment Report, reviews the calculations on the Concession Payment 

Report, and makes sure the payment amount agrees with the submitted check.  The 

Park Manager enters this payment into their daily business report (DBR) and 

deposits the required funds in the local bank.  The DBR captures all financial 

transactions and receipts from the local state park’s businesses by activity.  The 

rental payment is then submitted to Parks and recorded in a restricted fund account. 

 

 Parks’ state Financial Operations, located in Frankfort, receives the paper copy of 

the Concession Payment Report either through an email attachment or by postal 

service.  Financial Operations staff manually enters the information from the paper 

copy of the Concession Payment Report into a spreadsheet titled Commissions, 

along with the amount paid from the DBR.  This spreadsheet summarizes the total 

amount of gross receipts per sale category, the amount to be paid to Parks, and the 

actual amount deposited per the DBR.  Staff from Parks’ Financial Operations 

verifies that the payment calculations agree with the DBR bank deposits. 

 

Audit Review 

Process 

The 1989 license agreement, as well as the agreement’s subsequent amendments, 

required an audit of Green River Marina’s operations for the preceding calendar 

year by an independent CPA firm of recognized ability.  The license agreement also 

requires Green River Marina to pay for the audit and that a copy of the audit should 

be submitted to Parks no later than three and one-half months after Green River 

Marina’s fiscal year.  Parks is responsible for the distribution of the annual audit. 

 

 According to information provided through interviews, Parks’ Financial Operations 

staff relies on the annual audit’s reconciliation of actual revenue to the submitted 

concession reports to determine whether Green River Marina overpaid or underpaid 

Parks.  Once Financial Operations receives the audit, staff will either send a letter 

requesting the amount of the underpayment or they send a check for any 

overpayment based on the results of the audit reconciliation process. 
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License Agreement 

Terms 

Based on our objectives, this examination focused on the license agreement terms 

most relevant to financial reporting.  The terms associated with rental payments, a 

maintenance account, record keeping, annual audits, and access to financial records 

were evaluated due to their relationship with financial reporting.  While these terms 

were in the Green River Marina’s license agreement since the 1989 Amended and 

Restated License Agreement, the second amendment dated November 6, 1997 

contains the current version of the terms used in our review.  These sections are 

provided in the following table: 

 

                                           Table 2:  Summary of Relevant Contract Requirements 

Category Exact Terminology of the Contract Requirements 

Rental Payments “The Licensee agrees to pay to the Commonwealth rent in the form of a 

percentage of gross receipts of all operations of the marina except proceeds 

collected as taxes, five and one-half percent (5.5 percent) of gross receipts 

from all operations. 

 

Payment shall be made monthly and shall be due on or before the close of 

business ten (10) working days after the end of the preceding month.”   

Maintenance Account “Throughout the term of this Agreement, the Licensee shall deposit in a 

Kentucky bank on the 10
th

 business day of each month a sum of money 

equal to two and one-half percent (2.5 percent) of the gross sales of the 

total marina operation realized for the preceding one month for the purpose 

of providing to the Licensee a working maintenance account.” 

 

“The marina operator shall be deemed by this agreement to be authorized 

to draw from the above account as needed for the purpose of maintenance 

throughout the year, with the prior written approval of the Commissioner 

of Parks or his designee.”  

Recordkeeping “The Licensee shall be required to keep complete and accurate financial 

records of all transactions relating to the marina and to maintain such 

additional records as the Commonwealth deems necessary to adequately 

reflect the operations conducted on the licensed premises…  The 

Licensee’s financial records will be subject to inspection or audit by 

designated representatives of the Commonwealth at all times during 

regular business hours and shall be made available at a convenient location 

for that purpose for not less than five (5) years from the date of 

origination.” 

Annual Audits “The Licensee further covenants that promptly after the close of each fiscal 

year it will, at its own expense, cause an audit to be made of its books and 

accounts relating to the operation of the marina for the proceeding calendar 

year by an independent firm of certified public accountants of recognized 

ability and standing, and a copy of the audit shall be submitted to the 

Department of Parks no later than three and one-half months after the 

License’s fiscal year end …” 
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Access to Records “[T]he Commissioner of Parks or his designee shall be permitted by the 

Licensee to enter the premises and make periodic evaluations of the 

Licensee’s ongoing performance as it pertains to adequacy of service to the 

public, safety considerations, record keeping and facility maintenance.”   

“The Licensee agrees that the Department of Parks, the Finance and 

Administration Cabinet, the Auditor of Public Accounts and the 

Legislative Research Commission or their duly authorized representatives 

shall have access to any books, documents, papers, records, or other 

evidence which are directly pertinent to this Agreement for the purpose of 

financial audit or program review.”  
Source:  The Auditor of Public Accounts based on the November 6, 1997 Second Amendment and Assignment to the Amended 

and Restated License Agreement of October 13, 1989 provided by the Department of Parks. 

 

Parks 2008 Green 

River Marina 

Review 

In addition to other information reviewed, the APA also reviewed a 2008 “limited 

review” of Green River Marina conducted by Parks’ Internal Audit.  See Exhibit 2.  

This review resulted in the following three recommendations: 

 

 1. Parks enforce 304 KAR 1:010 – Parks should specify to Green River 

Marina that they maintain specific documents and perform daily 

recordkeeping functions.   

 2. Parks interpret the meaning of “independent” certified public accountant as 

stated in 304 KAR 1:010, Section 2.   

 3. No boat(s) are to be permanently docked at the gasoline dock as this is a 

safety hazard.       
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Finding 1:  The 

sales commission 

received from 

brokering boats at 

Green River 

Marina is not 

included in the 

marina’s gross 

receipts when 

calculating their 

rent payment to 

the 

Commonwealth. 

The owners of Green River Marina have another private business brokering the sale 

of boats.  According to their website, this business brokers boats for their company 

and for other companies.  While the owners may broker boats that are located at 

other marinas across the country, it appears that any commissions from boat sales at 

Green River Marina would be applicable to the license agreement that Green River 

Marina has with the Commonwealth of Kentucky.  According to the license 

agreement, Green River Marina should pay rent to the Commonwealth based on 

five and one-half percent of gross receipts from all operations.  Revenue generated 

from brokering a boat sale at Green River Marina would increase gross receipts 

reported to Parks, which would increase the amount of rent paid to Parks. 

 

According to representatives of Green River Marina, this boat brokering business is 

primarily internet-based with the phone calls received by an individual located in a 

different city.  Because the boat brokered by the company and the point of sale can 

be anywhere around the country, the owners have not included this revenue on 

concession reports from Green River Marina submitted to Parks.  While Parks’ 

Internal Audit had a concern that several businesses may be operating from Green 

River Marina, the APA could only substantiate that this business had operations at 

the marina. 

 

 The CPA used by Green River Marina also confirmed that any revenue from 

brokering boats was not included on Green River Marina’s financial statements.  

The CPA stated that the commissions for boat brokering are a part of another 

company not audited by the CPA. 

 

 According to the Green River Marina website on April 25, 2011, 39 of the 95 boats, 

41 percent, were located at Green River Marina.  The homepage of the Green River 

Marina website has a link titled, “Boats For Sale.”  The link on this website allows 

the user to search boats by location, including Green River Lake and Green River 

Marina.   

 

 The 39 boats for sale at Green River Marina had listed sale prices that totaled $7.4 

million.  If Green River Marina sold these boats at their full list prices with a six 

percent sales commission rate, it would result in over $24,000 in additional rent 

paid to Parks. 

 

 To determine whether other state leased marinas were providing brokerage services 

and reporting it to Parks on their concession reports; we randomly selected three 

other state leased marinas to interview.  Two of the marinas contacted did not 

provide boat brokerage services.  One of the two marina operators indicated that the 

U. S. Corps of Engineers does not allow the sale or the advertisement of brokering 

services on Federal waters.  A third marina owner stated that they have contracted 

with a broker to sell boats at its marina.  The marina includes the fees received from 

the broker in the gross receipts on their concession reports under the “utilities/cable 

television” category, but the owner stated they did not have a lot of brokerage sales. 
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 Because the license agreement requires rent to be based on gross receipts from all 

operations, the 1989 license agreement lists the activities that the marina’s 

operations shall include.  One of the activities in the agreement is, “[l]imited 

incidental sales of boats, motors, boat accessories.”  This list of activities ends with 

the following all inclusive phrase, “[a]ny other business activities, subject to the 

approval of the Department of Parks and the Corps of Engineers.”  While “limited 

incidental sales of boats” appears to be subjective, the last phrase clearly includes 

any other business that takes place on the premises of the marina.  Therefore, the 

rent paid to Parks should include the commission earned from boat sales on the 

premises of Green River Marina. 

 

 The U.S. Corps of Engineers verbally agreed that commissions should be included 

in revenue but they did not provide requested written documentation that clearly 

states if the activity of brokering boats on Green River Lake is allowed.  However, 

the U.S. Corps of Engineers provided the license agreement pertaining to Green 

River Marina that defines gross receipts as the total of the concessionaire’s receipts 

from business operations conducted on the premises, including receipts of sub 

lessees and licensees. 

 

 By not including the commissions earned from boat sales, Green River Marina is 

not accurately reporting their gross receipts from all operations.  Because their rent 

payment is based on gross receipts, Green River Marina’s rent is not accurately 

paid. 

 

Recommendations We recommend that Green River Marina take steps to account for any commissions 

on boat sales conducted on the marina’s premises.  This revenue should be included 

monthly in a separate category on the Concession Payment Report.  The monthly 

rent payment should include the applicable percentage of revenue from 

commissions on boat sales for boats located at Green River Marina. 

 

Finding 2:  Green 

River Marina was 

not consistent in 

paying the 

required rental 

payments.      

Green River Marina did not consistently pay its monthly rental payments in a 

timely manner.  The marina’s license agreement requires the rental payment to be 

made monthly due on or before the close of business 10 working days after the end 

of the preceding month.  However, the license agreement fails to define the term 

“working days” making it unclear whether the days refer to the marina’s days of 

operation or Parks five day work week.  In addition, Green River Marina had not 

paid the 2008 and 2009 rental underpayment determined by annual financial audits.  

Per Parks’ license agreement with Green River Marina, an annual audit of the 

marina’s operations must be performed by a recognized qualified CPA firm.  As 

part of this audit, the CPA firm determines any over or underpayment of the 

required five and one-half percent rental fee to be paid to Parks. 
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 Based on an interview with the Park Manager, Green River Marina’s monthly 

Concession Payment Report is reviewed for calculation errors and then deposited 

by the next day.  The Park Manager stated that Green River Marina is considered a 

separate business from Green River Lake State Park.  Involvement by the Park 

Manager is minimal unless otherwise requested by Parks.  Routinely, the Park 

Manager emailed or called the marina if their rental payments were late.  According 

to the Park Manager, once the marina’s payments were consistently late, the Park 

Manager began to inform the manager’s supervisor of the late payments. 

 

 The concession reports for Green River Marina were requested and reviewed to 

determine whether the required rental payments were properly paid to the 

Commonwealth of Kentucky.  It was confirmed that Green River Marina was 

paying rent to the Commonwealth of Kentucky at the rate of five and one-half 

percent for the reported sales categories.   However, because the term, “ten (10) 

working days after the end of the preceding month,” was not adequately defined, it 

was difficult to determine the exact number of late rental payments. 

 

 Given the time period was not clearly defined, the APA conservatively chose the 

15
th

 or after of the preceding month to identify a rent payment as late.  Using this 

date, Green River Marina made late payments 36 out of 47 months during calendar 

years 2007 to 2010.  This does not include those months without a date stamp.  The 

table below illustrates the dates that Green River Marina signed their concession 

reports and the dates that Green River Lake State Park received the concession 

reports. 

 

            Table 3:  Schedule of Completed and Submitted Green River Marina Concession Payment    

Reports for 2007 through 2010  

2007 January  February  March  April  May  June  

Date Report Signed by 

Green River Marina 2/19/2007 3/18/2007 4/12/2007 5/7/2007 6/21/2007 7/14/2007 

Date Report Received by 

Green River Lake State 

Park 2/21/2007 3/26/2007 4/16/2007 5/10/2007 6/23/2007 7/20/2007 

2008       
Date Report Signed by 

Green River Marina 2/18/2008 3/6/2008 4/3/2008 5/14/2008 6/25/2008 7/17/2008 

Date Report Received by 

Green River Lake State 

Park 2/22/2008 3/6/2008 4/7/2008 5/19/2008 6/25/2008 7/23/2008 

2009       
Date Report Signed by 

Green River Marina Not Dated 3/20/2009 4/10/2009 5/10/2009 6/15/2009 7/15/2009 

Date Report Received by 

Green River Lake State 

Park 3/2/2009 3/24/2009 

No Date 

Stamp 5/20/2009 6/24/2009 

No Date 

Stamp 
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2010       
Date Report Signed by 

Green River Marina 2/15/2010 3/3/2010 4/30/2010 5/12/2010 7/4/2010 7/16/2010 

Date Report Received by 

Green River Lake State 

Park 3/9/2010 3/9/2010 5/11/2010 7/8/2010 7/8/2010 8/4/2010 

 

2007 July  August  September  October  November  December  

Date Report Signed by 

Green River Marina 8/2/2007 9/11/2007 10/20/2007 11/11/2007 12/17/2007 12/19/2007 

Date Report Received by 

Green River Lake State 

Park 8/6/2007 9/17/2007 10/24/2007 11/16/2007 12/21/2007 12/21/2007 

2008       
Date Report Signed by 

Green River Marina 8/21/2008 8/16/2008 10/10/2008 11/4/2008 12/16/2008 1/12/2009 

Date Report Received by 

Green River Lake State 

Park 8/27/2008 9/22/2008 10/24/2008 11/26/2008 1/14/2009 1/14/2009 

2009       
Date Report Signed by 

Green River Marina 8/15/2009 9/29/2009 10/15/2009 11/15/2009 Not Dated 12/15/2009 

Date Report Received by 

Green River Lake State 

Park 8/19/2009 10/5/2009 11/13/2009 12/12/2009 12/17/2009 12/17/2009 

2010       
Date Report Signed by 

Green River Marina 8/15/2010 9/15/2010 10/18/2010 Not Dated Not Dated ** 

Date Report Received by 

Green River Lake State 

Park 9/20/2010 10/22/2010 11/23/2010 11/29/2010 11/29/2010 ** 

Source:  The Auditor of Public Accounts based on the concession reports provided by the Department of Parks. 

** No form had been submitted at the time of the request. 

 

 As part of the annual financial audit required by the license agreement, the CPA 

performs a reconciliation of gross receipts to the amounts reported on the monthly 

concession reports submitted by Green River Marina.  The APA reviewed the 

annual financial audits for 2007, 2008, and 2009 that were provided by Green River 

Marina’s CPA.  The audits determined that Green River Marina owed the 

Commonwealth of Kentucky “underpaid” rental fees for 2007, 2008, and 2009.  

The following table provides the underpayment amounts calculated for each 

calendar year by the CPA. 
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                                                         Table 4: Underpayments Determined by Annual Financial  

                                                                         Audit Reconciliations 

Calendar Year Amount of Underpayment 

2007 $15,484 

2008    4,523 

2009    1,889 
Source:  The Auditor of Public Accounts based on the annual financial  

                            audits provided by Green River Marina’s CPA. 

 

 A review of payment history and meetings with Parks’ Financial Operations 

revealed that Green River Marina paid the underpayment amount for 2007, but the 

underpayments for 2008 and 2009, for a total of $6,412, had not been paid.  Parks 

did not record the underpaid amounts as an accounts receivable to ensure the 

payment was ultimately made.  After the APA questioned the payment of these 

amounts during the examination process, Green River Marina paid Parks the $6,412 

in underpayments. 

 

 Without a clear requirement in their license agreement to specify when the rental 

payment is due or when late fees will be assessed, it is difficult for Parks to require 

payment by a specified date or to apply late fees.  The lack of a formal process to 

track payments could result in Parks not receiving the full amount of rental revenue 

due from Green River Marina or other state leased marinas. 

 

Recommendations 
 

We recommend that Green River Marina ensure its monthly concession reports and 

rental payments are submitted in a timely manner.  Further, the marina should 

ensure underpayments identified through the CPA firm’s annual financial audits are 

also appropriately paid. 

 

 We recommend that Parks revise their license agreement with Green River Marina 

to strengthen the requirements regarding rental payments and to address penalties 

for any late payments.  For example, the requirement that the rental payment shall 

be due on or before the close of business 10 working days after the end of the 

preceding month should either be clearly defined or a specific payment date be 

given. 

 

 In addition, we recommend that Parks adopt written policies and procedures that 

address the responsibilities of the local state park managers and Parks’ Financial 

Operations regarding the review of state leased marina’s rental payments.  Staff 

should ensure rental payments are submitted timely and that any underpayments 

should be recorded and monitored to ensure timely collection.   The policies and 

procedures should also discuss penalties that may apply for late payments. 
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Finding 3:  

Written policies 

and procedures 

were not developed 

to ensure proper 

completion and 

review of the 

Concession 

Payment Report. 

 

The license agreement between Green River Marina and Parks appears to be the 

only written guidance identifying how Green River Marina should pay rent to the 

Commonwealth.  However, the license agreement does not state that Green River 

Marina should complete and submit a Concession Payment Report.  In addition, 

Parks does not have any written policies or procedures that specify how the rent 

payments should be reviewed or tracked.  Without written policies and procedures 

related to the rent payment process, it is difficult to establish and document the 

vendor’s and Parks’ responsibilities. 

 

According to the license agreement, the “[l]icensee agrees to pay to the 

Commonwealth rent in the form of a percentage of gross receipts of all operations 

of the marina except proceeds collected as taxes, five and one-half percent (5.5 

percent) of gross receipts from all operations.  Payment shall be made monthly and 

shall be due on or before the close of business ten (10) working days after the end 

of the preceding month.”  The completion of a Concession Payment Report is not 

discussed within any of the associated license agreements. 

 

          The Concession Payment Report is a form in which each row specifies the sale 

category and location for entering the gross receipt amounts.  (See Exhibit 1).  The 

amounts are then multiplied by the applicable percentage, specified in the license 

agreement, to calculate the total rental payment to Parks.  However, the staff from 

Green River Marina and Parks were not aware of any written guidance that was 

provided to define sale categories, gross receipts, or the accounting method used to 

determine when revenue is recognized.  Without written guidance, there is no 

documentation that these explanations have been provided to state leased marinas.  

For example, a state leased marina may use various accounting methods at different 

times and Parks has no written policy stating the accounting method that should be 

used to record gross receipts. 

 

 According to staff with Green River Marina, the revenue entered for each sale 

category was previously determined by the accrual method of accounting.  They 

switched to the cash basis of accounting based on the verbal direction of Parks.  

However, it is not documented when this change was made.  According to Parks’ 

staff, they directed this change when Green River Marina was asked why there were 

negative gross receipts being reported.  Parks was told that this was due to 

reservations that were canceled and Green River Marina needed to subtract this 

revenue because rent was paid on revenue that was never received.  Parks staff said 

they were not aware that Green River Marina was using the accrual method. 
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 Regardless of whether the accrual or cash method was used, the required method of 

reporting gross receipts was not documented in writing to counteract this issue.  

This issue was further reviewed by contacting the independent CPA who conducted 

the financial audits of Green River Marina for 2007, 2008, and 2009.  After a 

review found that these statements were presented using the cash basis of 

accounting, we asked the auditor when the cash method and accrual method was 

used.  The CPA’s response was as follows: 

 

 The audited financial statements have always been prepared on the 

cash basis.  When preparing the concession reports, the marina staff 

used monthly accrual and monthly cash at different times.  That is why 

I reconciled the concession reports with totals at the end of the audit.  

The difference of receivables at the end of each year was immaterial so 

the totals for accrual approximated the totals for cash basis. 

 

 Additionally, Parks’ staff are not aware of any policies and procedures defining 

their roles and responsibilities for reviewing the concession report and what 

procedures should be performed when these reports are received by Parks.  After 

completion, concession reports are submitted to the local state parks and are then 

forwarded to Parks’ Financial Operations for data entry.   

 

 According to the Park Manager, the amounts on the concession reports are re-

calculated to check for accuracy and the concession report’s total agrees to the 

check amount.  The amount submitted would only be investigated if the amount on 

the report did not agree with the check. 

 

 At the state level, staff from Parks’ Financial Operations enters the monthly 

concession report amounts from state leased marinas into a spreadsheet titled 

“Commissions.”  Staff verify that the calculations are correct and that the monthly 

total agrees with the amount of the bank deposit.  All of the monthly concession 

reports for a calendar year are entered into the Commissions spreadsheet.  Staff 

stated that no other analysis is done to determine if the amounts provided appeared 

accurate or legitimate. 

 

 Given that Parks does not have written policies and procedures, Parks’ Financial 

Operations staff were not aware of a formal deadline to receive the Concession 

Payment Report, though the license agreement requires the rental payment to be 

made 10 working days from the end of the preceding month.  Staff did, however, 

prefer to receive the concession reports by the 25
th

 of the month.  The license 

agreement does not provide for a penalty or late fee if the rental payment is not 

made in a timely manner. 
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 Rent from state leased marinas provides significant revenue and should be 

accounted for properly.  Without written guidance specifically outlining how the 

Concession Payment Report should be completed, there is no assurance what the 

amounts reported represent and how the amounts were calculated.  Written policies 

and procedures would provide clear expectations for completing the Concession 

Payment Report, the process to review the report, additional report analysis to be 

performed, and corrective actions to be taken. 

 

Recommendations 
 

We recommend Parks develop policies and procedures regarding the completion 

and review of the Concession Payment Reports to address the following issues: 

 

  A cash basis accounting method should be used to recognize and record 

gross receipts of marina operations. 

  Any adjustments made to a Concession Payment Report should be 

accompanied by a corresponding explanation of the adjustment. 

  The supporting documentation that should routinely be provided. 

  A specific deadline for the submission of the Concession Payment Report or 

clearly define the 10 working day period for the report to be submitted.   

  The addition of a late fee to the license agreement to encourage timely 

payments and to specify those responsible to collect the fee. 

  Procedures conducted by the local state park manager to investigate when 

concerns are expressed regarding the amount of gross receipts reported on 

the Concession Payment Report. 

  Procedures at Parks’ Financial Operations related to reviewing the 

submitted Concession Payment Report, re-entering data into another 

spreadsheet that could be submitted electronically, and performing an 

analysis of the submitted data. 

  Parks’ staff responsible for contacting the marina vendor to discuss 

miscalculations or other questions related to the Concession Payment 

Report.   

  Definitions of sale categories used to complete the Concession Payment 

Report and the specific activities that should be included in the sale 

category. 

 

 We also recommend that the Concession Payment Report be updated to include the 

following: 

 

  A policy statement that gross receipts should be calculated using cash basis 

accounting. 

  A clause stating that by signing the report the person certifies that cash basis 

accounting was used as required by Parks’ policy and that the sale 

categories reflect all operations of the marina.  

  The required date for Parks to receive the Concession Payment Report and 

the late fee policy. 
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Finding 4:  The 

license agreement 

provides no 

penalties for 

contractors that do 

not comply with 

the terms of the 

license agreements.   

 

Green River Marina’s license agreement does not include penalties for not 

complying with the terms of the license agreement.   The license agreement 

incorporates specific terms that Green River Marina must meet; however, no 

penalties or consequences are specified in the license agreement if Green River 

Marina does not comply with the terms of the agreement.  By not providing 

penalties in the license agreement for noncompliance, no incentive exists to comply 

with the agreement.  According to a Tourism attorney, even if the license agreement 

with Green River Marina was terminated, Parks and the Commonwealth could face 

a significant financial obligation to reimburse the marina’s owners for the capital 

improvements made to the marina. 

 

 The license agreement does not include a penalty for late rental payments, an 

inadequate maintenance account, failure to provide and maintain adequate financial 

records, or the lack of an annual CPA audit.  While these actions would not comply 

with the terms of Green River Marina’s license agreement, there are no associated 

penalties. 

 

 Parks requires and relies on the CPA financial audit to determine whether rental 

payments have been underpaid or overpaid.  However, it appears that Parks only 

followed up on the audit finding related to the annual reconciliation of rental 

payments.   

 

 For the year ended December 31, 2009, Green River Marina’s audit stated that 

Green River Marina underpaid concessions by $1,889.  This audit also stated that 

staff were unable to show proper documentation for support of some disbursements 

and that the required maintenance account is not being funded adequately. 

 

 According to the CPA that conducted the annual audit, Green River Marina’s 

explanation for not locating invoices to support disbursements was that the 

documents were misfiled or lost.  The maintenance account, as required by the 

license agreement, was reportedly not funded properly because management stated 

they did not have sufficient funds to transfer into the maintenance account.  The 

license agreement requires that Green River Marina deposit a sum of money equal 

to two and one-half percent of the marina’s gross sales from the preceding month 

into a working maintenance account.  This money is required to be deposited in a 

Kentucky bank on the 10
th

 business day of each month. 

 

 The annual audit for the year ended December 31, 2009, included the following 

note related to Green River Marina’s maintenance account: 

 

 The licensing agreement with the Commonwealth of Kentucky also 

requires the Company to deposit a maintenance fee, in the amount of 

2.5% of collected revenue, into a restricted back account for future 

repairs.  The company has not complied with this requirement.  At 

December 31, 2009, the amount of undeposited fees is $25,749.08. 
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 Calendar year 2009 was the only audit performed during our review period that 

identified this issue as an audit finding.  According to the CPA performing the 

audit, the maintenance fee was only selected for random testing in prior years.  

However, for calendar year 2009, this account was tested for the whole year 

because it became evident that management did not comply with the lease 

requirement. 

 

 To be certain whether any penalties were applied for Green River Marina’s failure 

to comply with their license agreement, the APA contacted an attorney in 

Tourism’s Office of Legal Affairs.  We were informed that Parks makes every 

effort to work out a remedy with the marina operator.  A substantial default of the 

terms of a license agreement could result in a potential termination.  However, staff 

are not aware of an actual termination due to default.  According to the Tourism 

attorney contacted, it is Parks’ position that if a license agreement was to be 

terminated due to a breach, Parks and/or the Commonwealth could face a 

significant financial obligation because according to the license agreement Parks is 

required to reimburse the owners of the marina for capital improvements made to 

the facilities. 

 

 Without specific penalties for not complying with the terms of a license agreement, 

Parks has limited ability to enforce the license agreement.  To provide an incentive 

for a licensee to comply, the license agreement should provide specific penalties for 

violating its terms. 

 

Recommendations 
 

We recommend that Parks amend the license agreements with state leased marinas 

to include specific penalties for noncompliance to be associated with the 

requirements of the license agreement.  For example, penalties could be in the form 

of interest charges or administrative charges based on the length of time that the 

operator was out of compliance. 

 

 Parks should also adopt policies and procedures to oversee and enforce license 

agreement terms and penalties.  These procedures should identify who is 

responsible for following up on audit findings and contacting the marina to inform 

them of applicable penalties due to noncompliance. 

 

 We also recommend that Parks amend the license agreement to include termination 

language that could mitigate the financial risks to the Commonwealth if the marina 

operator is in breach of the terms in the license agreement.  This amendment should 

not minimize the improvements made by the marina operator but should provide 

additional protection to Parks and the Commonwealth if the marina operator is in 

substantial breach of their license agreement.  The license agreement should also 

define what noncompliance would constitute a substantial breach of contract. 
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Finding 5:  A 

review of Green 

River Marina was 

conducted in 2008 

by Parks’ Internal 

Audit Branch but 

the report was not 

distributed to 

appropriate 

personnel and it 

did not result in 

Parks taking 

action to address 

audit findings. 

Parks’ Internal Audit Branch conducted a review of Green River Marina in August 

2008.  This review did not result in policy and procedure changes or any 

documented actions.  A memorandum was prepared instead of a formal report 

because Green River Marina refused to provide requested documents.  Internal 

Audit did not develop a finding that Green River Marina declined to provide 

requested information though the license agreement allowed Parks to access the 

marina’s records.  This memorandum was provided to two members of executive 

management in Parks.  However, Green River Marina was not made aware of the 

review’s findings, though they were aware that a review was conducted.  Our 

examination of the internal audit process found that the Internal Audit Branch did 

not have written policies and procedures concerning how special request audits are 

initiated, approved, and reported.  An internal audit has limited benefit if the audit 

reports are not finalized and distributed to all parties involved. 

 

 Parks’ Internal Audit Branch conducted the review of Green River Marina at the 

request of the Director of Customer Service.  The documented objectives of the 

review were to verify gross sales receipts with concessions paid and boat slip rental 

payments with boat slip occupancy. 

 

 The second amendment to the license agreement with Green River Marina, dated 

November 6, 1997, contains the following terms that are applicable to any reviews 

of Green River Marina: 

 

 The Licensee shall be required to keep complete and accurate 

financial records of all transactions relating to the marina and to 

maintain such additional records as the Commonwealth deems 

necessary to adequately reflect the operations conducted on the 

licensed premises… 

 

 The Licensee agrees that the Department of Parks, the Finance and 

Administration Cabinet, the Auditor of Public Accounts, and the 

Legislative Research Commission or their duly authorized 

representatives shall have access to any books, documents, papers, 

records, or other evidence which are directly pertinent to this 

Agreement for the purpose of financial audit or program review.   

 

 While Park’s internal auditors conducted the on-site fieldwork during the 2008 

review, they became aware of documentation that led them to suspect that other 

businesses were being conducted at the marina.  Subsequent to Green River 

Marina’s refusal to provide requested documentation to the internal auditors, a 

memorandum was written to discuss the review.  A formal report, however, was not 

issued “because the auditor could not complete her review.”        
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 The recommendations made in the memorandum did not address the review’s 

objectives.  The following three recommendations were made at the conclusion of 

the memorandum: 

 

 1. Parks enforce 304 KAR 1:010 – Parks should specify to Green River 

Marina that they maintain specific documents and perform daily 

recordkeeping functions.   

 2. Parks interpret the meaning of “independent” certified public accountant as 

stated in 304 KAR 1:010, Section 2.   

 3. No boat(s) are to be permanently docked at the gasoline dock as this is a 

safety hazard.       

 

 Due to questions raised by APA auditors while reviewing this memorandum, we 

were informed that there are no written policies and procedures for Park’s internal 

audit process.  However, various audit programs exist for specific facilities within 

Parks.  Audits of state leased marinas are not typically performed by Parks’ Internal 

Audit Branch because the license agreement requires an annual financial audit by a 

CPA.  Further, Parks’ Internal Audit Branch determines the appropriate distribution 

of reports for each review and no standard distribution has been developed for the 

different report types. 

 

 By not distributing the findings from the Green River Marina review to the auditee 

and appropriate management, their opportunity to respond to and resolve issues 

identified was limited.  The internal audit findings were also not shared with other 

parties within Parks that are involved with Green River Marina, such as Parks’ 

Financial Operations, Tourism’s Office of Legal Affairs, the Park Manager, and 

Green River Marina.   

 

Recommendations 
 

We recommend that Parks develop written guidelines concerning the Internal Audit 

Branch audit plan and process.  At a minimum, a policy should be developed to 

address the process to follow when performing a special audit.  The policy should 

address the report and distribution process.  A standard distribution checklist should 

be developed and consistently followed for the various types of internal audits or 

reviews.  This distribution checklist should include Financial Operations given their 

responsibility to review financial information.   

 

 We also recommend that the refusal to provide documentation as required by a 

license agreement or other contract should be documented by Internal Audit as a 

finding and this refusal should not prevent the audit from being completed and 

formally reported.     

 

 We further recommend that Parks address the recommendations made in the 2008 

Internal Audit review. 
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Concession Payment Report Green River Marina                                                     Exhibit 1 
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Parks’ Internal Audit 2008 Green River Marina “Limited Review”                        Exhibit 2 
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Parks’ Internal Audit 2008 Green River Marina “Limited Review”                        Exhibit 2 
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Parks’ Internal Audit 2008 Green River Marina “Limited Review”                        Exhibit 2 
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Parks’ Internal Audit 2008 Green River Marina “Limited Review”                        Exhibit 2 
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Parks’ Internal Audit 2008 Green River Marina “Limited Review”                        Exhibit 2 
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Related to revenue from any other businesses, our report conclusions are based on the 

examination of documentation and on interviews conducted to identify revenue that we were 

able to substantiate and that also met the requirements of the license agreement.  The Secretary 

of State’s website does show that the owners of the Green River Marina also own other 

businesses.  However, this information could not be used to substantiate revenue generated by 

the businesses or the location in which the revenue was generated.  In addition, Parks’ response 

to the examination is in error when stating that only a five minute conversation took place 

between an APA auditor and a former Marina employee. 

 

Based on information provided by Green River Marina and its CPA, Green River Resort was 

merged with Green River Marina and all revenues were reported under Green River Marina.  In 

addition, we were told that Lake Cumberland Boat Movers did not generate revenue at the 

marina.  Due to a fire that destroyed the records necessary to review financial activity, we were 

simply unable to substantiate these assertions or the accuracy of the Green River Marina’s 

concession reports.  The brokering of boats was the only business activity that we were able to 

substantiate as not being included on the Green River Marina concession reports and occurring at 

the marina. 

 

If the Department of Parks believes that there are other businesses that generate gross receipts 

and operate at the marina, the terms of the license agreement already require that the rental 

payment include the applicable percentage of revenue.  Regardless of the business name or type 

of business, the license agreement is all inclusive that rent should be based on any business 

activities that take place on the premises of the marina.  However, the concession report, in its 

current format, does not readily provide for the presentation of information from the Lake 

Cumberland Boat Movers business or from any business other than the marina.  As 

recommended in the report, the policies and procedures regarding the completion and review of 

the Concession Payment Reports should include the definitions of sale categories used to 

complete the Concession Payment Report and the specific activities that should be included in 

the sale category. 


