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EXECUTIVE SUMMARY

On December 23, 1994, the City, through the Department of Parks and Recreation
(Parks) entered into a 20-year license agreement with Shellbank Restaurant Corp. (Shellbank) to
operate and maintain a restaurant (American Park Restaurant), snack bar, and public bathrooms
a Battery Park, in the Borough of Manhattan.* Shellbank was required to pay the City $50,000
or six percent of the gross receipts derived from its operation of the restaurant facility and snack
bar for itsfirst year of operation. The percentage of gross receipts increased to seven percent in
the second year of operation and to eight percent for the third through the twentieth year. A late
charge of two percent per month and an interest charge may be assessed on payments not made
on or prior to the dates specified in the agreement. Shellbank reported $11,780,914 in revenue
and paid license fees totaling $864,319 for the period November 1, 1997, through October 25,
2000.

This audit determined whether Shellbank: properly reported its total gross receipts,
accurately calculated license fees due the City, and paid these fees on atimely basis; and
complied with certain other non-revenue-related terms of the license agreement (i.e., remitted the
required security deposit, maintained the proper amount of insurance, paid its taxes and utilities,
and completed required capital improvements).

For the period November 1, 1997, to October 25, 2000, Shellbank underreported gross
receipts by $712,349 and owes the City $83,950 in license fees and late charges. In addition,
Shellbank owes the City $16,142 for water and sewer use. Moreover, Shellbank never paid
commercial rent tax, and TAM, its parent company, has not paid this tax on its operation of the
Loeb Boathouse restaurant since May 31, 1995. Consequently, TAM owes the City
approximately $489,000 ($57,000 for Shellbank and $432,000 for the L oeb Boathouse) for
commercia rent tax, interest and penalties. Also, Shellbank underpaid its New Y ork State sales

! Shellbank is a subsidiary of TAM Restaurants, Inc., aformer Parks concessionaire that operated the Loeb
Boathouse restaurant in Central Park from February 1985 to September 2000.



taxes, did not pay its staff in accordance with New Y ork State minimum wage law, and did not
submit its income and expenses statements to Parks on time. Shellbank also violated Article IV
(a)(c) of its license agreement because it did not maintain adequate records to support reported
revenue, such as catering contacts, catering event calendars, and documentation of its gross
receipts from dance events.

To address these issues, this report contains nine recommendations, including that
Shellbank pay the City $83,950 in additional license fees and late charges owed; report all
revenues generated at the facility to Parks, and pay all outstanding water and sewer charges and
commercia rent tax due. In addition, the report recommends that Parks ensure that Shellbank
complies with the report’ s recommendations and determine whether Shellbank should be
assessed additional license fees for the operating year ending October 31, 2001 (which we did
not audit).

Discussion of Audit Results

The matters covered in this report were discussed with Parks and Shellbank officials
during and at the conclusion of thisaudit. A preliminary draft report was sent to Parks and
Shellbank officials and was discussed at an exit conference on May 24, 2002. On May 30, 2002,
we submitted a draft report to Parks and Shellbank officials with a request for comments. We
received written comments from Parks on June 12, 2002, and from Shellbank on June 13, 2002.

In its response, Shellbank took exception to most of the report’s findings and did not
specifically address the report’s recommendations. Shellbank stated that it believes that its
records are accurate and that it has paid all license fees due. In addition, Shellbank stated that
several of the operational issues raised in the report were already addressed. Shellbank indicated
that it has instituted tighter controls over dance night receipts and has installed a new
computerized tracking system for al catering events.

Parks officials agreed with the report’ s findings and recommendations. Parks responded
that it issued two Notices to Cure (NTC) requiring that Shellbank pay the audit assessment and
implement the report’ s other recommendations concerning internal control and record-keeping
weaknesses, improper deductions, paying outstanding water and sewer charges and commercial
rent tax and, paying its serving staff in accordance with the New Y ork State minimum wage law.
Parks also stated that a follow-up review would be conducted in two months to ensure
compliance with all recommendations.

While we commend the Parks Department for its prompt issuance of two NTC's, we
remained concerned because of the tone of Shellbank’s response. We fear that unless this
concessionaire is closely monitored by Parks, Shellbank might well continue the practices that
were uncovered during the audit. We therefore suggest that Parks pay close attention to this
concessionaire and conduct an audit of its own at some point in the near future.

The full texts of the written comments from Shellbank and Parks are included as addenda
to this report.
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INTRODUCTION

Backaground

On December 23, 1994, the City, through the Department of Parks and Recreation
(Parks) entered into a 20-year license agreement with Shellbank Restaurant Corp. (Shellbank) to
operate and maintain a restaurant (American Park Restaurant), snack bar, and public bathrooms
at Battery Park, in the Borough of Manhattan.? Shellbank was required to pay the City $50,000
or six percent of the gross receipts derived from its operation of the restaurant facility and snack
bar for its first year of operation. The percentage of gross receipts increased to seven percent in
the second year of operation and eight percent for the third through the twentieth year. A late
charge of two percent per month and an interest charge may be assessed on payments not made
on or prior to the dates specified in the agreement.

In addition, Shellbank is required to:

submit gross receipts statements to Parks no later than the 30" day of each month for
the preceding month’s operations.

make $851,000 in capital improvements to the restaurant and certain other facilities.
maintain liability insurance, automobile insurance, and property damage insurance

policies that name the City of New York as an additional insured party and carry the
amount of Worker’s Compensation insurance required by statute.

2 Shellbank is a subsidiary of TAM Restaurants, Inc., a former Parks concessionaire that operated the Loeb
Boathouse restaurant in Central Park from February 1985 to September 2000.



deposit $12,500 as security with the City, pay its federal, state, and City taxes, and
pay al utilities associated with the premises (including water and sewer usage
charges).

As shown in Table I, Shellbank reported $11,780,914 in revenue and paid license fees
totaling $864,319 for the period November 1, 1997, through October 25, 2000.
TABLE |

Schedule of Gross Receipts, and License Fees Paid
November 1, 1997, through October 25, 2000

Reported
Period Gross Receipts Fees Paid
November 1, 1997 — October 28, 1998 $ 1,950,232 $106,019
October 29, 1998 — October 27, 1999 4,487,336° 330,8322
October 28, 1999 — October 25, 2000 5,343,346 427,468
Total $11,780,914 $864,319

Objectives
The audit’s objectives were to verify whether Shellbank:

properly reported its total gross receipts, accurately calculated license fees due the
City, and paid these fees on atimely basis; and

complied with certain other non-revenue-related terms of the license agreement (i.e.,

maintained the required security deposit and insurance, paid its taxes and utilities, and
completed required capital improvements).

Scope and M ethodology

The scope of the audit was November 1, 1997, through October 25, 2000, which included
the last full operating year for which Shellbank had submitted a complete set of gross receipt
statements to Parks at the time we began this audit. To achieve our audit objectives, we reviewed
the license agreement between Parks and Shellbank and noted the requirements of the agreement.

% In September 2001, Parks received Shellbank’s 1999 Income and Expense Statement. Based on Parks's
reconciliation, Shellbank underreported gross receipts by $351,930 for the period October 29, 1998,
through October 27, 1999. Consequently, Shellbank was required to pay the City an additional $28,126 in
license fees. Shellbank subsequently entered into a payment plan and agreed to pay this amount by June 25,
2002. The additional fees due are not included in Table .



We reviewed and analyzed Parks' s Concessionaire Ledger for the amounts reported and paid to
the City, and verified whether payments were received on time.

We evauated Shellbank’s internal controls over its revenue functions. To gain an
understanding of Shellbank’s operating procedures for recording and reporting revenue, we
interviewed management personnel, conducted a walk-through of its operations, and familiarized
ourselves with its record-keeping procedures. We also observed Shellbank’s processing of
simulated transactions through its computerized point-of-sales system. We documented our
understanding of Shellbank’s operations through the use of narratives and memoranda, and
determined the areas that required further testing.

To determine whether Shellbank accurately reported gross receipts to the City, we
analyzed Shellbank’s monthly gross receipts statements for the 2000 operating year and traced
the amounts reported to its books and records.* We then compared those amounts to the revenue
reported by Shellbank on its Federal Income Tax Return for the Fiscal Year ending September
27, 2000, and on its New York State Sales Tax returns for the period June 1, 2000, through
September 30, 2000.

To test the reliability of the data in Shellbank’s computerized point-of-sale system, we
conducted limited testing from May 24, 2001, to June 27, 2001. Specifically, we examined
Shellbank’s daily guest checks from restaurant sales to ensure that all checks were accounted for,
that each check was numbered by Shellbank’s point-of-sae system, that the checks were
generated in consecutive order, and that the checks were recorded on its computerized-sales
printouts. Based on our examination, all information on the guest checks was recorded on the
daily computerized-sales printouts. Therefore, we concluded that we could rely on Shellbank’s
daily computerized-sales printouts as a starting point for detailed testing. In addition, we
examined Shellbank’s snack bar cash register tapes to ensure that each day’s revenue was
accounted for and matched the amounts recorded in Shellbank’s general ledger.

For our detailed test period—June 29, 2000, to September 27, 2000—we compared the
amounts recorded on Shellbank’ s daily computerized-sales printout from its point-of-sale system
to the amounts recorded in Shellbank’s general ledger. For catering revenue, we compared the
contracted amount to the “Catering Event Revenue Forms’ and to the amounts recorded in
Shellbank’s general ledger. We traced the revenue recorded on Shellbank’s genera ledger to the
monthly gross receipts statements submitted to Parks. We did not perform any additional testing
for snack bar revenue because snack bar revenue represented only two percent of total reported
revenue in operating year 2000.

Finaly, we verified whether Shellbank complied with certain non-revenue-related terms
and conditions of its agreement (i.e., performed the $851,000 in capita improvements,
maintained the proper security deposit, carried the proper amounts and types of insurance
polices, and paid applicable taxes and water and sewer charges).

4 Shellbank’s operating year starts on the last Thursday in October and ends on the last Wednesday in
October of the following year.



Scope Limitation

To conduct our audit of the license agreement between Shellbank and the City, we
requested specific data and detailed documentation to verify whether Shellbank reported all
revenue and paid the City the appropriate fees. Shellbank failed to provide the following critical
documents:

Catering Contracts: Shellbank failed to provide 23 of 109 specific catering contracts
requested, and the contracts that were provided were not numbered. Therefore, we could not
determine whether Shellbank’s properly reported banquet revenue.

Catering Event Calendars: Shellbank did not provide its catering event calendars for the audit
period. Therefore, we could not confirm what events were held, canceled, or postponed.

Dance Night Revenue: With the exception of revenue forms from four dance events held
between June 29, 2000, and September 27, 2000, which purported to indicate the beverage
sales from dance events, Shellbank did not provide any documentation of its gross receipts
from these events. According to a Shellbank official, patrons buy drink-tickets from cashiers
and redeem the tickets for drinks at the bar. The cash collected is placed in cash boxes and
counted at the end of the night. However, the cash is seldom reconciled to the number of
drink-tickets sold. A Shellbank official acknowledged that the controls over dance events
were inadequate and stated that they are now using stand-alone cash registers for dance
events. However, registers not connected to Shellbank’s point-of-sales system would still be
inadequate for determining gross receipts.

It should be noted that this lack of records violates Article 1V (a)(c) of Shellbank’s license
agreement, which states:

“Licensee, during the term of this license and any renewa thereof, shall maintain
adequate systems of interna control and shall keep complete and accurate records,
books of account and data, including daily sales and receipts records, which shall
show in detail the tota business transacted by Licensee and the Gross Receipts
therefrom. Licensee shall maintain each year’s records, books of account and data
for aminimum of six (6) years.”

This audit was conducted in accordance with generally accepted government auditing
standards (GAGAS) and included test of records and other auditing procedures considered
necessary. This audit was peformed in accordance with the City Comptroller's audit
responsibilities as set forth in Chapter 5, 893, of the New Y ork City Charter.



Discussion of Audit Results

The matters covered in this report were discussed with Parks and Shellbank officials
during and at the conclusion of this audit. A preliminary draft report was sent to Parks and
Shellbank officials and was discussed at an exit conference on May 24, 2002. On May 30, 2002,
we submitted a draft report to Parks and Shellbank officials with a request for comments. We
received written comments from Parks on June 12, 2002, and from Shellbank on June 13, 2002.

In its response, Shellbank took exception to most of the report’s findings and did not
specificaly address the report’s recommendations. Shellbank stated that it believes that its
records are accurate and that it has paid al license fees due. In addition, Shellbank stated that
several of the operational issues raised in the report were already addressed. Shellbank indicated
that it has indtituted tighter controls over dance night receipts and has installed a new
computerized tracking system for al catering events.

Parks officials agreed with the report’s findings and recommendations. Parks responded
that it issued two Notices to Cure (NTC) requiring that Shellbank pay the audit assessment and
implement the report’s other recommendations concerning internal control and record-keeping
weaknesses, improper deductions, paying outstanding water and sewer charges and commercial
rent tax and, paying its serving staff in accordance with the New Y ork State minimum wage law.
Parks also stated that a follow-up review would be conducted in two months to ensure
compliance with all recommendations.

While we commend the Parks Department for its prompt issuance of two NTC's, we
remained concerned because of the tone of Shellbank’s response. We fear that unless this
concessionaire is closely monitored by Parks, Shellbank might well continue the practices that
were uncovered during the audit. We therefore suggest that Parks pay close attention to this
concessionaire and conduct an audit of its own at some point in the near future.

The full texts of the written comments from Shellbank and Parks are included as addenda
to this report.

OFFICE OF THE COMPTROLLER
NEW YORK CITY

DATEFILED: June 25, 2002




FINDINGS AND RECOMMENDATIONS

For the period November 1, 1997, to October 25, 2000, Shellbank underreported gross
receipts by $712,349 and owes the City $83,950 in license fees and late charges. Moreover,
Shellbank has not paid for its water and sewer use since August 17, 2001. Also, Shellbank never
paid commercia rent tax and TAM, its parent company, has not paid this tax on its operation of
the Loeb Boathouse restaurant, since May 31, 1995. Further, Shellbank underpaid its New Y ork
State sales taxes, did not pay its staff in accordance with New York State minimum wage law,
and did not submit its income and expenses statements to Parks on time. These issues are
discussed in further detail in the following sections of this report.

Shellbank Owes $83,950 in
License Feesand L ate Charges

Shellbank underreported catering revenue by $383,657 and inappropriately deducted
$328,692 in “barter expenses’ from its reported gross receipts. This resulted in Shellbank owing
the City $83,950 in license fees and late charges.

For the period June 29, 2000, to September 27, 2000, Shellbank reported gross receipts
from catering totaling $830,359. Shellbank should have reported $900,411, a difference of
$70,052. (The $70,052 is 7.78 percent of the $900,411 that should have been reported for the
period.) The $70,052 included $33,444 for items such as equipment rental, chair rental, utensil
rental, and wages for coat-check attendants that Shellbank deducted from gross receipts, for food
and beverages charges in excess of catering contract amounts, for a deposit for a canceled
catering contract, and for overpayments that were not returned to customers. Moreover,
Shellbank failed to report $28,879 received from customers as tips (and not distributed to its
serving staff) and $7,729 in sales commissions that are not excludable from gross receipts.
Based on our findings for the three-month period, we applied the underreported percentage (7.78
percent) to Shellbank’s reported catering receipts ($4,547,671) for the audit period and
calculated total underreported catering receipts totaling $383,657.

Further, Shellbank inappropriately deducted $328,692 in “barter expenses’ from the
gross receipts it reported to Parks during 1998, 1999, and 2000. The license agreement does not
contain a provision for deducting barter expenses from gross receipts.

Based on the above, Shellbank owes the City $83,950, which includes $56,988 ($712,349
x 8 percent) in fees and $26,962 in late charges.”

Shellbank Response: With regard to “Other Catering Revenue Charges’
Shellbank stated “we believe that the Comptroller's Office is not using the
appropriate standard in its assertion that $33,444 for items such as equipment
rentals, chair rentals, etc. Section 2, Paragraph (h), subsection (ii) clearly states:

® Late charges per the license agreement are calcul ated based on two percent per month for license fees that
are “overdue for fifteen (15) days beyond the date on which it is due and payable.”



‘. .. further that gross receipts shal be limited to include
Licensee's actual income realized [emphasis in original]
from fees or commissions from any third party vendors
operating at the Licensed Premises, including but not
limited to florists, photographers, bands and equipment
rental companies the services or merchandise of which are
provided to Licensee's customer of catered events, and
rental ...

“We believe that the intent of the agreement here is clear, that we are required to
pay license fees on the ‘actual income realized [emphasis in original] from fees
and commissions.” The use of the word ‘redlized” being the key word in this
section of the agreement. Based on the results of the audit conducted and our
records, we accurately reported the amount ‘redlized” from any third party
vendors. Suggesting that we are responsible to pay license fees on base cost of
third party servicesis at conflict with this provision of the agreement.”

Auditor Comment: The section of the contract referred to in the response refers to
revenue that Shellbank receives from third-party vendors. The improper
deductions cited in the report, however, were not payments received from third
party vendors using the premises. Rather, they were payments made by Shellbank
to third party vendors. Moreover, although not mentioned in its response,
Shellbank omitted certain revenues from its gross receipts. In other words,
Shellbank recelved payments from its customers that should have been reported
as gross receipts. Shellbank either did not report the revenue or reduced the
reported amount by payments it made. With the exception of federal, state, and
city taxes, Shellbank is not allowed to deduct expenses from its gross receipts.

Shellbank Response: With regard to “Gratuities’ the President stated that
“License Agreement Section 2, Paragraph (h), subsection (iii) . . . clearly states:

“‘. . . provided however that any gratuities transmitted by
Licensee directly or indirectly to employees and staff shall
not be included within Gross Receipts. . .’

“While it is true that in the snapshot of time examined by the Comptroller’s office
there was an excess of gratuity dollars received to gratuity dollars paid, that is a
direct result of the seasonal variation in the selling price of the event. Events
conducted during the high priced summer season command a greater dollar value
than the same event conducted during the lower priced winter months, however
the gratuities paid to the servers remain constant. Therefore, as is the normal
practice in the industry gratuities generated from events run in excess during the
summer and in deficit during the winter, however in the end al gratuities received
are paid out and therefore should be excluded from Gross Receipts.”



Auditor Comment: Contrary to Shellbank’s response, we assert that the tota tips
received from customers should be paid out to the staff working at each event.
Shellbank’s method penalizes some employees while enriching others. In any
case, we included only those tips that were not paid to Shellbank’s staff in our
calculation of the audit assessment.

Shellbank Response: With regard to “Sales Gratuities’ (commissions), the
President stated: “Our catering sales managers are salaried employees of the
company and currently earn between $35,000 and $60,000 a year in salary which
is paid to them for the purposes of booking the events that take place at American
Park. In addition, like wait staff they are also required to work the events that
they book as a service facilitator of the event ensuring that the needs of the client
and the timing of the party are executed in accordance with the client’s wishes.
Clients are advised at that the time of contract that a gratuity is being included for
the sales manager as they will also be working the event. If the contract with the
client indicates that it's a sales gratuity, its paid to the sales managers as a gratuity
and Shellbank derives no benefit and no revenues from the sales gratuity, then in
accordance with the terms of the License Agreement it should not be included in
Gross Revenue and is not subject to license fees.”

Auditor Comment: We disagree with Shellbank’s claim that sales commissions
are gratuities. The employees who receive the commission earn a regular salary
and receive a set percentage of the contract amount, regardless of what services
are performed. In addition, the payments to these staff members are listed on
their paychecks as commissions rather than as gratuities, as is the case for other
staff members who receive gratuity payments.

Shellbank Response: “In regard to the Comptroller's office finding that we
inappropriately deducted $328,692 in ‘barter expenses we again refer to the
License Agreement which states in Section 2, Paragraph (h), subsection (i):

“*Gross Receipts shall mean, except as otherwise provided in this
sub-section 2.1(h), al funds recelved by Licensee without
deduction or set—off of any kind, from the sde of food and
beverages. . .’

“As is clear from the Idine and Clever Ideas Agreements already supplied to the
audit team, these entities purchased in advance and at a discount the right for each
companies members to visit the restaurant operated by Shellbank Restaurant
Corp. The fact that these two membership organizations purchased these mealsin
advance at a discount does not change the fact that Shellbank only ‘received’ 50%
of the retail value of the meals purchased by these membership groups. In fact
Shellbank did record, report and pay license fees on the funds it actually received
[emphasis in original] from the membership companies in accordance with
generally accepted accounting principles. Suggesting that Shellbank is required
to pay license fees on revenues it never received is in conflict with the License



Agreement currently in existence between Shellbank Restaurant Corp and DPR
[Parks]. Shellbank should not be penalized for using every avenue available to
increase the exposure and revenue generated at its restaurant operation because it
discounted its ‘retail selling price to encourage the increased viability and
visibility.”

Auditor Comment: TAM’s Securities and Exchange Commission filing for the
fiscal year that ended September 27, 2000, which covered Shellbank and al other
TAM subsidiaries, indicated that the “Company records its obligation to provide
food and beverages at the amount of the advances it recelves. Upon a guest
purchasing food or beverages, the Company records revenue for the amount of
food and beverage purchased by the guest, and the barter discount as a barter
expense [emphasis added].” As previoudy stated, the only expenses that
Shellbank is alowed to deduct from gross receipts are federal, state, and city
taxes.

Compliance with the License Agreement

We confirmed that Shellbank maintained the required $1 million liability insurance
coverage and property damage liability insurance coverage for full replacement value of
buildings and fixed equipment, and that each policy named the City as an additiona insured.
Shellbank also maintained the required worker’s compensation insurance. Parks issued a
Certificate of Completion to Shellbank for the required capital improvements to the facility, and
Shellbank deposited the required security with the City.

However, Shellbank has outstanding water and sewer charges, and has never paid
Commercial Rent Tax for the restaurant. In addition, Shellbank underpaid its New York State
sales taxes, did not pay its staff in accordance with New Y ork State minimum wage law, and did
not submit its income and expenses statements to Parks on time.

Water and Sewer Use

As part of its license, Shellbank is required to pay the City for its water and sewer use.
According to Department of Environmental Protection records, Shellbank owes the City $16,142
(including interest) for water and sewer use through May 8, 2002.

Shellbank Response: “ Shellbank Restaurant Corp was current with all water and
sewer bills having paid its last bill in August 2001. As a result of the WTC
Attack the facility was closed and used as a police precinct for amost nine weeks

following the attack. . . . DEP is currently reviewing its records in an attempt to
determine how much of the water and sewer bill should be credited to the
restaurant. . .."



Commercial Rent Tax

The license also requires that Shellbank “comply with all applicable laws, rules,
regulations and orders.” In this regard, Shellbank is required to pay commercia rent tax based
on the license fees it pays to the City. We calculated that Shellbank owes approximately $37,000
in commercial rent tax for the period June 1, 1995, through May 31, 2001. In addition, the
Department of Finance's (DOF) Commercial Rent Tax Unit determined that Shellbank owes
approximately $20,000 in related penalties and interest.®

TAM Restaurants, Inc. (TAM) owns Shellbank. TAM is a former Parks concessionaire
that operated the Loeb Boathouse restaurant in Central Park from February 1985 to September
2000. Because of this relationship, we checked on TAM’s payments of commercia rent tax.
The DOF Commercial Rent Tax Unit informed us that TAM last paid commercia rent tax for the
period ending May 31, 1995. Based on the license fees that TAM paid the City for the period
June 1995 to September 2000, we calculated that it owes approximately $234,000 in commercial
rent tax. DOF calculated that TAM owes, in addition, approximately $198,000 for penalties and
interest.

Since the collection of commercia rent tax falls under the jurisdiction of DOF, not Parks,
on February 26, 2002, we notified DOF of our finding and requested that it take appropriate
actions to collect the $489,000 owed from Shellbank and TAM. (See Attachment.)

Shellbank Response: “Unfortunately, when current management took over
operations of the Company it was not aware that commercial rent tax was
required to be paid on license fees paid to Parks. As is evidenced by the
Comptroller’s Office report these taxes had never been paid by American Park.
We will be in contact with the Department of Finance to resolve any potential
unpaid outstanding balances. . . .

“We do however, strongly question the Comptroller's Office inclusion of a
separate License Agreement with a separate corporation within its audit of the
license agreement between Shellbank Restaurant Corp and DPR. . . .The inclusion
of references to a former affiliate of Shellbank, operated by prior management of
TAM Restaurants, Inc. we believe is inappropriately included in the context of
this audit.”

Auditor Comment: We find it disingenuous of Shellbank to claim that it did not
know that it was required to pay commercia rent tax, since an amount for this tax
was accrued on Shellbank’ s books and records. In addition, Shellbank’s President
informed us that the tax was not paid, based on the advice of his accountant.

TAM, as previoudly stated, owns Shellbank. Consequently, it was important to
note in this report that TAM owes the City more that $400,000 in commercia rent

® Interest is assessed up to February 14, 2002.
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taxes, pendties, and interest. In any case, TAM should ensure that the amounts
owed for Shellbank and the Boathouse are paid.

Sales T ax

Shellbank did not pay its “wait staff” the entire amount of the gratuities it charged
customers for 53 catered events held during the period June 29, 2000, through September 27,
2000. As aresult, according to sales tax rules, the entire amount of gratuities is subject to sales
tax. Shellbank did not report any of the $61,487 in tips on its sales tax returns. In addition,
Shellbank failed to include certain catering revenue, and it deducted certain operating expenses
from taxable revenue when it reported taxable sales. Furthermore, Shellbank reported the
revenue generated from beverage sales at dance events as tax-exempt. Under sales tax
regulations, this revenue is not exempt. Since the collection of sales tax falls under the
jurisdiction of the New York State Department of Finance and Taxation, we met with officials
from the Department to explain our findings on March 1, 2002. We are sending them a copy of
this report so that they can calculate the amount of tax due and take appropriate action.

Shellbank Response: “The Company admits there were apparently a number of
‘dance events' that were inappropriately coded to ‘ non-taxable’ by the Company’s
prior management. However, the Comptroller’'s Office is aware that when the
new management of the Company took over Shellbank Restaurant Corp.
significant changes were made to the way ‘dance events were managed and
booked. Further, the Comptroller’s Office is aware that all ‘dance parties were
recorded correctly and sales taxes paid once new management was installed.”

Minimum Wages Not Correctly
Paid for Overtime Hours

Shellbank did not pay its serving staff the mandated hourly rate of $5.87 for overtime
worked. Instead, Shellbank paid its staff $4.95 per hour for each overtime hour worked. Based
on the New York State minimum wage law, employers are required to pay their employees a a
minimum rate of $5.15 per hour; however employers can pay food service workers $3.30 per
hour if the employees receive at least $1.85 per hour in tips. In cases where employees work
overtime, the overtime rates are calculated at 1.5 times the minimum wage of $5.15 per hour,
less the $1.85 tip allowance (1.5 x $5.15 - $1.85), resulting in hourly rate of $5.87. Shellbank
should pay its staff in accordance with applicable law.

Shellbank Response: “Like many companies we employ the services of PayChex
Payroll Computing Services to process all of the Shellbank Restaurant Corp’s
payroll. We have provided the findings . . . to them for review as they are
responsible for the computation of overtime wage for al employees in
compliance with New Y ork State Wage and Hour Law.”

11



L ate Submission of Certified | ncome

And Expense Statements

Shellbank is required to submit its annual income and expense statement to Parks within
30 days after the end of each operating year. Shellbank submitted its statements for 1999 and
2000 in September 2001. The 1999 statement was about 21 months late and the 2000 statement
was about 13 months late. Shellbank submitted the income and expenses statements only after
Parks sent three Notices to Cure demanding the statements.” After Parks compared the gross
receipts on the 1999 income and expenses statement to the monthly gross receipts that Shellbank
reported, Parks found that Shellbank underreported gross receipts by $351,930. As a result,
Parks assessed additional license fees of $28,126. Parks did not assess any late charges.

Recommendations:

We recommend that Shellbank:

1.

2.

Pay the City $83,950 in additiona license fees and late charges owed.

Ensure that all revenues generated at the facility are reported on its monthly Gross
Receipts Statements to Parks, including revenue from catering, restaurant, snack bar,
and dance events, and pay all required fees due the City.

Ensure that al receipts from dance events are processed into its point-of-sales system
and are properly recorded in its books and records.

Maintain all source documents to support and adequately evidence the gross revenues
reported to Parks.

Maintain al catering calendars and contracts, in accordance with its agreement.

Comply with the non-revenue terms of its license agreement. In this regard Shellbank
should:

Pay $16,142 for its outstanding water and sewage use and ensure that al
subsequent bills are paid;

File quarterly Commercial Rent Tax Returns and pay $489,000 for taxes due
(which includes the $432,000 owed by TAM Restaurant Inc.);

Include al taxable gross receipts in its sales tax returns and pay the
appropriate amount to New Y ork State Department of Taxation and Finance;

" The Notices to Cure were dated April 17, 2001, June 5, 2001, and August 29, 2001.

12



Pay its serving staff in accordance with the New York State minimum wage
law; and,

Submit certified income and expenses statement on time to Parks.

Shellbank Response: Shellbank did not specificaly respond to the report’s
recommendations, but stated that “we believe that our records are accurate and that we
have accurately paid all license fees due DPR. Severa of the operation issues that your
report raised were already being addressed by the new management of the Company. As
your auditors are aware we had entirely overhauled the management and control of dance
events prior to the start of the audit and the new systems are tight and provide a thorough
and complete audit trail, however it is a physical impossibility to use the POS System
during dance events. Further as your auditors are aware we have installed and instituted a
new computerized tracking system for all catering events.”

Parks Response: “DPR agrees with all recommendations contained in the audit report
and has issued two (2) Notices to Cure (NTC's) requesting that Shellbank
recommendations 1 through 6.”

Parks should:
7. Ensure that Shellbank pays the City $83,950 in additional license fees.

Parks Response: Parks issued a Notice to Cure requiring that Shellbank pay the City the
$83,950 in additional license fees.

8. Determine whether Shellbank should be assessed additional license fees for the
operating year ending October 31, 2001 (which we did not audit), and if so, increase
its reported gross receipts by 7.78 percent (percentage of underreported revenues,
cited in this report) or another factor.

Parks Response: The Parks Notice to Cure to Shellbank stated: “DPR has calculated and
billed an additional $26,494 covering underreported license fees for 2001.”

9. Ensure that Shellbank complies with the remaining recommendations made in this
report.

Parks Response: All recommendations have been addressed by two Notices to Cure that
required Shellbank to implement all recommendations. Further, Parks's Assistant
Commissioner for Revenue requested that the “DPR Internal Auditor, conduct a follow-
up review in two months to verify that Shellbank has fully complied with al audit

recommendations.”
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- Addendum ] - Resvonse frony fhe
nhhellbank Restanrant Corp.

June 13, 2002

Via Fax & FedEx

Mr, Roger D, Liwer

Assistant Comptroller for Audits
The City of New York

Office of the Comptroller
Bureau of Audits

1 Centre Street, Room 1100
New York, NY 10007-2341

RE:  Audit Report on the Compliance of Shellbank Restaurit Coip, with -
Certain Provisions of Its License Agreement And on License Fees Tt Oweg the City
FMO2-076A

Dear Mr. Liwer:
First and foremost, letme compliment your audit fear on ihieir professionalisai and courtesy
mr g our audit. AsT'm sure you know they shared with us theligirorof Septeniber 11" and the
closure of American Park for an extended period 6f time. Tlroughoiit the entire period we found
them to be compassionate, heipfu! and understanding of the encrmous financial aret emational
stresses that our organization was facing.

Falso believe that it is impertant to note that Shellvank Restarrant Corp. and its parent company
underwent a major ownership and managerial chmw il late 2000 and early 2001 Specifically,
during this period the President and Executive Vide President of both combanies were removed
and new executive and managerial teams were installed by the Board of Directors.

We have reviewed the above referenced draft report and wish (o provide comiment and context to
& number of the issues raised. The following summatizés oir ¥istwe ot these seues all ofwhich
have becn expressed during the audit process,-additional cotreéspondence with members of the
audit teamn and as part of an exit infervisw held with your audlt teant and Mr, Lieberman from
DPR.

License Fees and Late Charges

A nurnber of areas were addressed in this fsectzon i order to mme cfcaﬂ}, state our position wo
have broken esach area identified by your office into 4 separate fatecof"y

Other Cntermg Eevenue Charges:

We believe that the Comptroller’s office is not tising the appropn ate standard in its
assertion that $33,444 for items such #s equipment zemai% chairrentals, ste. Section 2,
Paragraph (h), subsection {ii) clearly states:

tnside Battery Park (off State Streal) % New York, New Yark | 0004 ‘%’- : ﬁ'mne QE?) 8{}@ 55&8 %’ ;’ax 212 809 606/’
Wi meTicaupark con W e-vail c&aw!mer‘aoirw o




Mr. Roger D. Lewer Shellbank Restanrant Corp.
June 13, 2002
Page 2 of §

... further that gross receipts shall be Timited to include Licensee’s actual income
realized from fees or commissions from any third party vendors operating at the
Licensed Premises, including but not Kmited to florists, photographers, bands and
equipment rental companies the services or merchandise of which are provided fo
Licensee’s customer of catered events, and rental,

We believe that the intent of the agréement here is clear, that we are required to pay
license fees on the “actual income realized from fees and Sommissions”. The use of the
word “realized” being the key word in this section of the agreenmient. Based on the tesults
of the audit conducted and our records, We accurately reported the sumount “realized”
from any third party vendors. Suggesting that-we are responsible 1 pay Hesnse fees on
base cost of third party services is at conflict with this provision of the agreement.

Gratuities:

In regard to the allegation that Shellbank failed to report 528,879 in tps received from
customers and 37,729 in “sales commissions”, we again refer the Compiroller’s office to
the License Agreerment Section 2, Paragraph (h), subsection (1ii} which clearly states:

“..orovided however that any gratuities transditted by Licensee directly or
indirectly to employees and stafl shall not be included within Gross Receipts...”

While it is true that in the snapshot of time examined by the Compirolier’s office thelt
was an excess of gratuity doflars received to gratuity dollars paid, thatis a direct result of
the seasonal variation in the selling price of the evert: Events conducted during the high
priced summer season command a greater dollar velus than the same evenr conduet
during the lower priced winter months, however the gratuities paid to the servers remain
constant. Therefore, as 1s the normal practice in the indusiry gratuities generated from
events run in excess during the summer and in defielt during the winter, however in the
end all gratuifies received are pald out and thersfore should be exeluded from Gross
Receipis.

1t is also important to note that in an effort to ensurethat Shellbank does not collect more
in gratuities thin it pays ont our contracts only require the magimum payment of & 10.5%
gratuity, including the portion of the gratuity identified as “sales gratuity” (not the
traditional 20% charged at most facilities). Shellbank contrasts already include 3 9.5%
service charge which is both taxed to the chent and reportgd ds Gross Revenue for the

facihity.

Sales Gratuities:

Qur catering sales managers are salaried employess of the company and currently carmn
between $35,000 and $60,000 a year in salary wiich is paid 16 thizim for the purposes of
booking the events that take place at Americhn Park. T addificn ke wait staif they are
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also required to work the events that they book as a service facilitator of the event
gnsuring that the needs of the client and the Himing of the party are executed in
accordance with the client’s wishes, Clients are advised at that the time of coniract that 2
gratuity is being included for the sales manager as they will also be working the event. If
the contract with the client indicates that it's a gales gratuity; Tts'pald to the sales
managers as a gratuity and Shelltbank derives rio benefit and no revenues from the sales

__gratuity, then in sccordance with the terms of the License Agreement it should not be
included in Gross Revenue and is not subject to license fees.

Barter Expenses:

Inregard io the Comptrolier’s office finding that we inappropriately deducied $328,692
in “barter expenses” we again refer to the License Agresment which states in Section 2,
Paragraph (h}, subsection (0}

“Gross Receipts” shall mean, except as otherwise provided in this sub-section
2.y, alf funds received by Licensee without deduction or set-off of any kind,
from the sale of food and beverages..”

o
Asis clear from the Idine and Clever Ideas Agresments already supplied to the audit
tears, these entities purchased in advance and at.a discount the right for each companies
membérs o visit the restaurant operated by Shellbaik Restairant Corp. The fact that
these two membership organizations purchased these meals in advance af 2 discount.does
not change the fact that Shellbank enly “received” 50% of the retail value of the meals
purchased by these mernbership groups. In fact Skéllbunk did record, report and pay
lLicense fees on the funds it actually received from the membership companies in
accordance with generally accepted aceoniting principals Siiggesting that Shellbank is
required to pay license fees on revenues it neverreceived is in conflict with the License
Agreement currently it existence between Shelibank Restaurant Corp and DFR.
Shellbank should not be penalized for using every avenue available toincrease the
exposure and revenue generated at its restaurant operation because it discounted its “retail
selling price” to encourage the increased viability and visibility.

Complance with License Agreement

Water and Bewer Use: _
Shellbank Restaurant Corp was current with all water and sewer bills having pald it tast
bill in August 2001. As a result of the WTC Attack {he facility way closed and used as a
police precinet for almost nine weeks followling the attack. The facilit¥ itself remained
essentially closed until Apsil 1, 2002 when 1t was able to fully réopen. As the
Compiroller’s Office is aware, DEP is currently reviewing its records in an attempt to
determing how much of the water and sewer bill should be'credited to 1he restawrant a3 2
result of the facilities use as & police precinct and for the pedod that it wad cloged . Given
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the fact that DEP is currently reviewing its billidg to Shellbank and has not, as yet, come
to a conclusion we feel it is disifgenyous to chidracierize SHelihank s owing the City
516,142 until this tssus has been resolved between DEP and Sheilbank.

Commercial Rent Tax:

Unforiunately, when current management tock over operations of the Company it was not
aware that commercial rent tax was required to be paid on license fee paid to parks. Asis
evidenced by the Comptroller's office report these taxes had never been paid by
Amertcan Park. We will be in contact with the Departthent of Finznce 1o resolve any
potential unpaid outstanding balances that may or may not be due and ensure that should
such paymerts be due in the fature they will be made int an appropriste and timely
manner.

We do howaver, strongly question the Comptratlet’s Offide inalusion of a geparate
License Agresment with a ssparate corporation within its audit of the livense agreerrent
between Shelibank Restaurant Corp and DPR. The Scope and Methodology sectitn of the
draft report clearly states that the focus of the aidit was-focused on-Shiellbank Restaurant
~ Corp. and its compliance with the ferms of its agreement with DPR. The inclusion of
references to a former affiliate of Shelibank, operated by prior munagement of TAM
Restaurants, Inc. we believe is inappropriately inchided iy the'context of this sudis.

Sales Tax:

The Company admits that there were apparently a namber of “dance ¢vents” that were
inappropriately coded to “hon-taxable” by the Company’s priof maragement, However,
the Comptroller’s office is aware that when the new management of the Company tock
over Shellbank Restaurant Corp. significant ehanges were made 1o the way “dance
events” were managed and booked. Further, the Comptroller’soffice ig.aware that all
“dance parties” were recorded correctly and $ales taxes pald once new management was
instalied.

Minimam Wage: _ _

Like many companies we employ the services of PayChex Payroll Comiputing Services to
process all of the Shelbank Restauramt Corp’s payroll. We have provided the fndings of
the Comptrotler’s Office to thern for review as they-are responsible fof the computation
of overtime wage for all employees in ¢émplisnice with New York State Wage and Hour
Law.

We belleve that our records are accurate 2nd thatwe have accurately paidall Ticense fees due
DPR. Several of the operational issues that your report raised were already being addressed by
the new management of the Company. As your auditors are aware we had extirely overhauled the
management and control of dance events prior to the start 0F the Budit dnd the new systems are
tight and provide a thorough and complete audit frail, however it is a physical impossibility to
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use the POS System during dance events. Further as your audifors are-aware we have installed
and instituted a new compuierized tracking systera for all catering events.

inclosing, we hope this letter expresses the absohute desird 6f the view mariagestont of Sheltbark
Restaurant Corp, and TAM Restaurants, Tne. fo perfatn incomipléte complisiies with.alf the
terms of its Hcense agresment with DPR. We thank yon for your help in identifying additional
areas that may be of concern and I assure you will be sddressed. Wi wonld be pleased to discuss
any of these open items with you farther and we hope that you reconsider your position on the
argas we identified above. If you have any questions pleass feel free to contact me at my office
number 718-273-2532. :

Very tly yours,
.,./'/
-~
Anthony B. Golio

President - ' -
Shellbank Restaurant Corp, '

ABGAHE

co: Eon Lichberman, DPR
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s Paying ils staff in'aceordance with the New York St IR wage ]ﬂw and _
e Ensuring that aitnual Ficome and: Expﬁnse Statementsa ii, subm ttcd 10 DPR ori tlme
within thirty (30) days after the enid of each oper&tmg year. ' :

Recommendations 7 ﬁdwscs ﬁm DPR aimuid ‘Emure ma’s Shciibenk pays ’sbe { 1y
$33,950 in additional license Teas Recontmendating 9 Slates t%nt DPR ghouid "Brisurethat

Shellbank complies with the remaining recammemﬁafzons made infhis mpcnt These sucgcstea EERRE B

actions have been addressed by DPR’s issuahce of ﬂze a‘bove mcntioned NT {‘

Recammenéqiwn 8 siates:

"DPR chouid detcmme i hcthcr ‘3 wllbms shouid bc -ASSe55e _
the eperating year ending October 31,2001 (v hmh e did ot andit), Badis g0, ¢
reported grogs receipts by 7.78 percem (pmccnta ‘of uﬂderrcpoﬁcd re‘venucs mted in ﬁm
report} or another factor. . RS : : :

Tn its NTC to Shéllbank DPR haq caicuia( l-and bl] | ah additional § 6'-:'4592;‘4 ccv'érin';g' L
underreportéd license fees for 2001 This ae.shssmcnt 13 hasc:d on: thc undencpoﬂed TEveRte |

percentage indicated gbove.

As thentioned in DPR’S ’\TZC Thave mquested that Ftanusco < mos, DPR- Znte*’m s
Auditor, conduct a-follow-wp review iy tv»e months to venfy thc:t Shoii%)ank has ity comp md' e
with all audit recommendations. Sl . o S

We thank the Comptrolier's audit staff for thisir 'Wo:r'k'éhd-:é'ffdﬁ%:m dbiig this review:

S anzmc Tmc}hmsm

cet Ron Lieberman
David Stark
Francisco Carlos e S
© Susan Kupfermar, Mayors) Ofﬁce of Operat;om R
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BY FAXAND MATL . -
MroAnthony Goho, President R
Shellbank Réstatrant Corporation ™ =«
114 348 Dyckman Street e

ew York, NY 10034

NOTICETO CURE : L ) : : B
He: Lomg}tmiler's Drdfe Audit Repori on She %b‘mk Resmur ni i:@rpamtmn '
Movember 1, 1997 to Bm‘eber 25, ZGUG F\iﬁ" G?ﬁx\ Ba‘te& ’\r!m 3(} {3{}2

- Tear Mr Golio:

This ietter wddlcssss the” ﬁmmvs st 1ccommcndat1ms ot nithé subject
draft audit report on Shelibaink Restarant Cez‘porahon {9 et baim} TheComiplioliers
audit disclosed that Shellbank undetreported gross receipts by §712.340 and owes the
City $83,950 in ficenss fees and Tate chirges . In wdéition, Sheiibank avwes e City
£16,142 for water and sewer use. Furthermore, the .cméz’z Feport states that SHellhink .

“never prid commercial renttax and peraliesin The dmoum of $57.000. AT, Shellb: ink
underpaid its New York State sales taxes did Hot DAy its ktaff in acehrdance w;th_.’:\ A

“York State mindmurn wage law, and A ot subnut s income and expense BrEleients 1o
the Department of Parks and Recreation (OPRY 1 Hime! Fifall Fyythe dudit renart foumd -

" that Shelibank did not maintain’ ?dcquatc rsuords to aupport repoitedTev cmxe shoH fiy

catering cottracts, clnermav cvmt ca]en(iazs i dcacumentfmon of Ltb UIOER rc:cmptb from -

Cdatice events.,

Toresolvethe {%uﬁcxem:es citéd iy zz% repc)rt f yfc3 Cmﬁpm ler s O{:z
tocoriménds that Shellbanl: : ;

. Remmmmciatma 1. ?d}‘tv‘ City 383 95(} i adcmmmi hcmsc fe,l,s cmd laie i
charges-owed, : : : :

For the andif test peuod from June 29; 2000 10: Seg}tember 2 2000 t' i audits
- réport found that S ellbaink undcrreported Jts catermg gmss rﬁcmpis %}31 %’70 0*32 F.‘ms .

i wwm-};@,g&v"f'pgﬂa&g Lo
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amount represents:

Eguipment, chair and uiensli rentaia Wiges ot cot at{cnd“miq tmi $33;444 .
Shellbank deducted from gross receipts,-forfood and bevcmﬁc c'h'zl ges
in excess of catering cofnittact amounts; for adepdsit fora c;mceled
catering contract, and for owrpavmems 1hat wete no‘z retumcd to o
customers. U P :

Tips received from customers sid fct distribﬁ'{éd-'t{) ifs 'scr‘v'iﬁ'ﬁ' staff,

Sales commissions that are not L“‘(tmdable fzom vross mcelp[a
Total Underreported Catering Gross: Recexpts {6’92 9/{32)

Therefore, for the pariod June 29, 2000 16 Sepu:mb:,t 27’ O(){J 8 "wlib'mk sl;ould
have reported catering receipts of $900411, instesd 'of $830:359 {veprhscnss .
92.215997313% of the auditor’s total), Sinice Siellbdnk fepoiied: toral caiunng' goeipts
of 84,547,671 for the audit period, the auditors ca‘wu?atc.d that C‘l?"'liﬁﬂ 21055 r\,chlpis
were utderstated by $383,657; M . : '

$4;547,671/.92219997313 = 54,931,328, -;jma;g_ea _G'z-és‘s"_igec.é_ipts-;ﬁef.ex%fa,_f;q'laﬁsn _
4,547.671 Refiorted Gros Receipts by Shieilbank
$ 383657 Tctai.Unéeirr'ep'érted Cateriﬁi{ Réceipts: -

Fuithermore, the audit-disclosed timi Shelibanic mmpropmueiy dn,,cmciad
§328,692 i “barter expenses” frori the gross receipls it reported 1o DPR dunm’ 1)98
1999 and 2000. Shellbank’s licenss agreemenit with: the Cit déEs not eontain & moubacm
that allows for the deduction of barter expum‘,a from gmss rccm;}tc

Therefore, for the audit pemoc. Shc!xb'mk mdez‘s{a’i >d its vruss rccmp{% bv the total
amount-of $712,34%: -

Underreporied Cateriﬁg'receipis:."_.- RN H ."-.33'_533,65_7'

Disallowed *Barter Expense” Déduttiony .+ L esRnRisng

Total Underrepc;r‘sed}{evéﬁue Che 5712 349"_

Addition Licensé Fees Duc Czty

Late Charges onBalance Dug - L L
TOTAL BALANCE BUE-CITY FORAUDIT PFRR}D: S '_@.'-83;955
{MOVEMBER 1, 19977170 OCTGB}?R 255 2_99{?} S Tl
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In addi’ﬁon Sheiibaﬂk also owes.the (,lty addm'
’75}03 based o1 thc undarcpoz“tm prdcuces descrabcd-abov5

gross’ FeCEips, all ﬁards recuveﬁ ‘ny LlCLnS(, v»ﬁhout ciecmctmn or Scivorf i am kmd
from e sale'of food znd beversges, wares; m“rchmdxse o1 semlces of Em) Rmd B
. r\,suitma dir Lc,tEy or mduecﬁy from the operatmn of thzs Licehse :

o gmss rﬁcmpts umta?s 4 “bariez expema :
' Per Bhefibank s eortratt with the City thete 10

Recgmmendmmn 3 Ensura ’Eiﬂt qi

Rcwmmeudatmn 4; Mdmtam allsotirce docume
évidénce the gioss revenes rcported w0 Parks
| Reéfoririendation ) Mamtam aﬂ caten'
Wit it agremncnt

) - Theaudit repm't ‘conta ned 4 “Scope le:ta
“to pmvzde the follcwmg cmzcal éocuments ; atermg’ Contracts_

10




T Addendum 1 - Response from the. |
"Gty of New York Parlcs & Recreation -

Ah%hbiiy'ﬁ@lia :
e 122002
- Paged. '

quend'ﬂs and dcm:mentmmn to support its Um%s 1ecezpts fro. Dance E et

Shigt bzml«. g Eaceﬂsc requires that it 'hdll manﬁam adu:;u g systems o memaf o
- control and shalf kedp complete and accmaie.%ccords books o & siEt e dat
J ircluding daily salés and recc;piu Tecords; vfhlch shiallshiow i ditail the. mm imsmass
- dransactad by Licensee andl the Gross: Rcuexpts therefrom st shail-mdmtam eﬁch
: ycar § records baoks of accgint-and’ data for a mmuuum fof §ix ) years :

ahove mtemﬂ
o cc)_mphanc_e mth e

bhel hank 18 reqmred i:o také: zmmedlczte, action’ to tmp_ @mc
controland record keeping rccommmdatmn: 3, 4 'md 510 br'
‘the above icense pmn%mﬁ Tl

. Reestimendation 6. Compiv W 1&1 the nnn~1evcnuc tcm:\: ol ;s: license apreement. .

I this régard Shellbank %heuid

© Pm $16,142 f{}r its: Uﬂtsiandmﬁ Water ;md s€
subsequentbﬂ s are pm} G

The audit report disclosed that ‘ICLGIde to D{:p"u‘ mrient; :
7 {DEP) récoids, Shelibani owes the C;ty "316 142 {mc}udzaw mtcrcsi) for w ’eie? and ‘«‘;E:V» et
- use through ‘\/jfay 8,2002. . R : . S .

th;s mattnz has been regaly ed By copy of thig letter. to Jeffr
Division Project Manager Tamy ruquesmm “that hc f{)i -
Ias been propeily addressed R

e Fﬂe imzterh’ C Ommerémi Rent

; i 4‘29 G{K} fm m;{cs tﬁue
(thh incledes t‘he %32 DGO_O ;b '

1E ), e

'The audi%c}rs caleuiated that: Shellbemk Gwes app i 37 'mmerciai rem
tax - (CRT) for the period Jone 151995 ahmugh May 31 200 i )
Department of Finance’s (DOF): Cormarcial Re
T owes: appmxzmatﬁ‘ly 20,000 related penalties aﬁd mter

Shellbank is afforded thn'ty (30) days from 1 ;
CRT Unit 1o arrange for payment Gf the c1ted omstamimz b nce Pm |

efpamem vxa S
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acopy ofmc pazd invoice and C"mcel}eci chcck shmaici ‘Uc sem’ Eo ihz‘; Gfﬁ(‘L as ewdunae
that this item has been rcme&zcd o e Ll .

The auditors also detez‘mm@d thiat Shell bank $ paren umpcmy, TAM Rebtdmams Im, N
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