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Preface
In accordance with the goals set forth in the Annual Audit Plan, we conducted an audit to
document and evaluate the internal controls over the rental revenues received from vendors
occupying space at the Broadway Market (the Market). The Market is owned by the City of
Buffalo (the City). The audit will also examine the vendor application/lease process and the
profitability of the Market.
The Market has been open since 1888. The Market has been known for unique products and
personal service, with meat stands, poultry stands, produce counters, bakeries, delis, candy
stands and restaurants. Family-owned businesses, passed from generation to generation, have
created some of Buffalo’s best loved foods. The Market is open year round, Monday – Saturday,
8 AM – 5 PM, and is located on Broadway between Gibson and Lombard Streets in Buffalo’s
Historic Broadway-Fillmore Neighborhood.

Audit Objectives
The objectives of the audit are to document and evaluate the internal controls of the Market’s
revenues and document its profitability.
To achieve these objectives the following procedures were performed:
• Interviews of Market management documenting the controls over the revenue
procedures.
• Observations of all vendors present at the Market and verified revenue was recorded for
vendors observed.
• Analysis of vendor’s accounts receivable balances.
• Review lease agreements, documented terms and tested compliance with terms.
• Review temporary vendor applications, documented terms and tested compliance with
terms.
• Document the Market’s profitability.

Audit Findings
1. Revenue Cycle for the Broadway Market
Permanent and temporary vendors lease space at the Market. Permanent vendors have a
continuous presence at the Market. Most permanent vendor lease agreements are on a month
to month basis. Permanent vendors are assigned a customer number in the City’s accounts
receivable system, which tracks invoices, payments and outstanding balances.
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Temporary vendors rent space at the Market on a seasonal basis. These vendors sign
agreements to rent space for various lengths, primarily on weekends and during holiday
seasons. Temporary vendors can choose several rental options ranging from $100 to $1,000
for a 10’ by 10’ space depending on rental period.
Temporary vendors are not tracked in the City’s accounts receivable system. There is
minimal segregation of duties related to the temporary vendor revenue process. The same
person that approves the temporary vendor application is responsible for receiving rent
payments and depositing funds. Additionally, no accounting system is used to record
temporary vendor payments and balances due. There is a high risk that errors, omissions and
fraudulent transactions could go undetected due to the poor internal controls in place. Rent
received from temporary vendors totaled approximately $57,000 for the year ended June 30,
2014.

2. Past Due Balances of Permanent Vendors
The City’s financial software, MUNIS, was used to evaluate the balances due from
permanent vendors at the Market. As of June 6, 2014 the following balances were noted:

Amount

Accounts Receivable Summary

Percent of
Total

Total Amount Due

$

202,113

100%

Amount over 120 days past due

$

186,907

92%

Former Vendor Amounts over 120 days

$

130,626

65%

Current Vendor Amounts over 120 days

$

56,281

28%

3. Temporary Vendor Application
The current temporary vendor application describes payment information for a standard size
vendor, but does not state the total amount or due date of rent, amount of space rented or
location of space.
According to the temporary application rules, all payments are due at time of registration
unless the vendor chooses the most expensive option, in that case payments can be made in
five monthly installments. Payments recorded in MUNIS were not made in accordance with
the application rules. Additionally, according to a communication from the Market manager,
rates are not standardized in accordance with the application, but vary depending on how
many weeks vendor is actual open. Therefore the standardized rates on the application are
not followed and no written agreement documenting actual rates charged exists.
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A total of 64 Temporary vendor applications were analyzed for the 2014 season. The
following discrepancies were found:
Number of
Vendors in
Compliance

Percent of
Vendors in
Compliance

Proof of Insurance provided

37

58%

City of Buffalo noted as additionally insured by vendor

31

48%

Application on file

61

95%

Application signed by Vendor

51

80%

Rent due noted on application

12

19%

Temporary Vendors

4. Observed Vendors with No Documentation or Payment History
Auditors observed six vendors at the Market who did not have applications on file or
payments recorded in MUNIS. The Market manager explained that these vendors exchanged
services or performances in lieu of rent. There was no documentation of services provided
by these vendors. No analysis of the cost of the services compared to the value of the space
given to these vendors was available to auditors. Additionally, the vendors were not required
to provide insurance coverage, leaving the City susceptible if an accident were to occur.

5. Permanent Vendor Contracts
During the review of the 30 current permanent vendor contracts the following information
was noted:
Number of
Vendors in
Compliance

Percent of
Vendors in
Compliance

Provided proof of insurance

25

83%

Contract signed by vendor

16

53%

Contract signed by City

4

13%

Description

6. Rent Comparison, Invoice Amount vs. Lease Agreement
Payment terms from contracts were compared to April 2014 invoices. There was a negligible
difference between amounts billed and the contract terms.
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7. Market Profitability
The following chart documents the profitability of the Market over the past two years.
Included in the figures are estimates for repairs and maintenance for 2013. Excluded from
the analysis is the salary of the Market manager.

Total Revenue
Expenses
Utilities
Repairs and Maintenance
Bad Debt expense
Advertising
Supplies
Miscellaneous
Total Expenses
Net Income (Loss)

2014

2013

$ 497,775

$ 499,784

267,105
223,641
17,641
13,680
10,021
19,479
551,566

249,991
230,402
32,521
13,096
9,668
29,763
565,441

$ (53,791)

$ (65,657)

Audit Recommendations
1. Internal Controls over Revenue Cycle
Temporary vendors should be billed through MUNIS the City’s financial accounting
software. This would allow for a more efficient billing process, including improved tracking
of payments and identification of outstanding balances.
Vendors should be required to mail payments to the City’s Treasury Department. This would
eliminate the Market manager’s direct involvement in the collection process, which would
increase the internal controls over the process.

2. Collection Process – Past Due Balances
There should be a written collection policy documenting steps taken if rent is not paid timely.
The policy should be provided to all vendors and attached to all contracts and applications.
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A list of all vendors more than 120 days in arrears should be sent to the City’s Collection
Department. Efforts should be made to pursue balances deemed collectible, and
uncollectible balance should be written off.
3. Temporary Vendor Application
We recommend the design of a new Temporary Vendor Application. The application should
include the following:
o Actual rent due
o Payment schedule and due dates of rent
o Amount of deposit if applicable
o Documentation of the general liability insurance required and that the City must
be named as additional certificate holder
The application should be signed by both the vendor and City, acknowledging that all the
terms of the application have been met prior to allowing the vendor to occupy space at the
Market.
4. Procedures for Vendors that Provide Services In Lieu of Rent
Any exchange of services or performances in lieu of rent should have a written agreement
signed by both the service provider and the City. A cost/benefit analysis of the transaction
should be performed prior to entering into an agreement. An adequate amount of insurance
should be required to be provided by the service provider and should be documented in the
terms of the agreement.
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