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EXECUTIVE SUMMARY

In September 1998, the City, through the Department of Information Technology and
Telecommunications (DOITT), and Time Warner Cable of New York City, Staten Idand Division
(Time Warner) agreed to a renewed franchise agreement for 10 years. Section nine of the renewed
agreement requires that Time Warner pay the City five percent of its gross revenue, less the
mandatory payments made to the New York State Public Service Commission (NY SPSC). In
addition, Time Warner is required to carry certain insurance coverage; maintain a security fund
deposit of $710,000; and provide specified annual payments to the NY SPSC and the Community
Access Organization (CAO).

This audit determined whether Time Warner maintained adequate internal controls over
the recording and the reporting of its gross revenue; reported accurately its gross revenue, and
calculated and paid the appropriate franchise fees due, paying those fees on time; and complied
with certain other non-revenue-related requirements of its franchise agreement. For the audit
period—October 1, 1998, through December 31, 2001—Time Warner reported gross revenues
totaling $264 million and paid the City $12.9 million in franchise fees.

Time Warner had an adequate system of internal controls over its revenue collection
process. However, Time Warner underreported its gross revenues by $6,854,294 for the period
October 1, 1998, to December 31, 2001. This resulted in Time Warner's owing the City
$353,336 in additional franchise fees and calculated interest.

From January 1, 2001, to December 31, 2001, Time Warner separately identified the cost
of franchise fees in its hills to subscribers and improperly excluded the franchise fee portion,
totaling $4,464,804 of the billed amount, in its gross revenues reported to the City.! Prior to

147 U.S.C. § 542(b) provides that for any 12-month period, franchise fees paid by cable operators shall not exceed five
percent of such cable operator’s gross revenues derived in such period from the operation of the cable system to
provide cable services. In City of Dallas v. Federal Communication Commission, 118 F.3d 393 (1997), the United
States Court of Appeals for the Fifth Circuit held that a cable operator’ s gross revenues derived from the operation of a
cable system includes money collected from subscribers that is all ocated to pay franchise fees.
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January 2001, Time Warner reported the total amount collected from subscribers (including
franchise fees) on its gross revenue statements and paid the pertinent fees on these amounts.

Moreover, Time Warner did not report on its gross revenue statements to the City:
$223,684 relating to trip charges that it imposed on its subscribers for delinquent payments
collected at their residences by Time Warner personnel; $71,556 relating to the value of free
cable and on-line connection services provided to its employees and apartment managers, and
$24,775 relating to Non-Sufficient Fund check charges where a processing fee was charged to
each customer whenever a check was returned by the bank as uncollectible.

As a result of this audit and three other audits of Time Warner cable franchise
agreements—Time Warner’s Northern Manhattan Division, Southern Manhattan Division, and
Queens Inner Unity Cable System—Time Warner, through an agreement with the City, paid the
City $7,677,521 on May 31, 2002. This payment covered franchise fees that were excluded from
gross revenue calculations to May 31, 2002, and owed under the seven Time Warner cable
franchise agreements with the City. (Of the total amount paid, $335,278 pertained to the Staten
Island Cable Division.) Therefore, this report recommends only that Time Warner pay the City
$18,058 in franchise fees and interest owed under its franchise agreement for its Staten Island
Cable Division for excluding $320,015 in Trip Charges, Non-Sufficient Fund Check Charges,
and the Vaue of Free Services on its gross revenue statements from October 1, 1998, through
December 31, 2001.

In their response, Time Warner officids stated that they are currently processing the
payment for and have no further comments on this audit. DolTT officials responded that “the
financial issues brought forward during the audit have been addressed and are now being
correctly reported as gross revenue. The appropriate franchise fees will be paid quarterly.
Franchise fee payments will continue to be reviewed and monitored by this agency accordingly.”

INTRODUCTION

Backaground

In September 1998, the City, through the Department of Information Technology and Tele-
communications (DOITT), and Time Warner Cable of New York City, Staten Idand Division
(Time Warner) agreed to a renewed franchise agreement for 10 years. Section nine of the renewed
agreement requires that Time Warner pay the City five percent of its gross revenue, less the
mandatory payments made to the New York State Public Service Commission (NYSPSC)2 Time
Warner is aso required to submit quarterly gross revenue statements with its franchise fee payments
no later than 30 days after the last day of March, June, September, and December. Interest on late
payments of franchise fees is assessed at the prime commercial lending rate of Chase Bank (now
J.P. Morgan Chase).

In addition, Time Warner is required to:

2 pursuant to Article 28, 8817, of the New Y ork State Executive Law, the NY SPSC’ s operating expenses are to be paid by
all cable companies operating in the State. Each cable company’ s share of the NY SPSC operating expenses is based on the
proportion of the company’ s gross revenue to the total gross revenue of all the companies operating in the State.

2 Office of New York City Comptroller William C. Thompson, Jr.




carry a $50 million combined insurance policy for property damage and bodily
injury, naming the City as an additional insured;

maintain a security fund deposit of $710,000 with the City Comptroller’s Office—
$100,000 in cash or City bonds—and the remainder in a letter of credit or in another
form that is acceptable to the Comptroller and the City’ s Corporation Counsdl; and

provide specified annual payments, payable quarterly, to the NYSPSC and the
Community Access Organization (CAO).

Time Warner offers more than 200 digital channels to approximately 113,000 Staten Idland
subscribers offering multiple service options that consist of basic service channels, standard service
channels, premium service channels, and pay service channels, as well as “Road Runner” service,
which began in August 2000 and provides high speed internet connection. Time Warner aso
receives revenue from its weekly programming guide and non-subscriber revenue from home-
shopping channel commissions. Time Warner provides free services to its employees and to
gpartment managers in Staten Idand, and is required to include the value of such services as
revenue.

Time Warner contracted with Convergys Information Management Group to manage its
monthly subscriber billings through the Convergys CableMaster 2000/ICOMS Application System
(ICOMYS). Convergys uses ICOMS to process subscriber billings and payments, and to generate
various management reports used by Time Warner when compiling its financia data.

For the audit period October 1, 1998, through December 31, 2001, Time Warner reported
gross revenues totaling $264.5 million and paid the City $12.9 million in franchise fees. In addition,
Time Warner paid the NY SPSC $289,392. (See Appendix 1.)

Objectives
Our audit objectives were to determine whether Time Warner:

maintained adequate internal controls over the recording and the reporting of its gross
revenues,

reported accurately its gross revenues, and calculated and paid the appropriate franchise
fees due, paying those franchise fees on time; and

complied with certain other requirements of its franchise agreement (i.e., maintained the
required liability insurance and security fund and made the required payments to the
NY SPSC and CAO).

Scope and M ethodology

This audit covered the period October 31, 1998, through December 31, 2001. To achieve
our audit objectives, we reviewed and abstracted the relevant terms and conditions of the renewed
franchise agreement. We evaluated the interna control structure that Time Warner had over its
revenue functions. To obtain an understanding of Time Warner’s controls, we interviewed its
Accounting Manager and other key personnel. We documented the results through flowcharts and
memoranda. We then reviewed the consistency of the gross revenues reported by Time Warner for
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the Staten Idand Division by analyzing its quarterly gross revenue statements for the entire audit
period.

Subscriber Revenue

For the period covered by our audit, subscriber revenue for Staten Idand accounted for
approximately 92 percent of total reported gross revenues. To determine whether Time Warner
accurately reported its gross revenues from subscribers, we traced the amounts reported on Time
Warner's quarterly statements to its Income Statements and genera ledger detail for the audit
period—October 1, 1998, through December 31, 2001. We then traced the detailed general ledger
entries to the corresponding ICOMS reports. Finaly, we traced revenue entries and miscellaneous
credit entries from the ICOMS reports to Time Warner’s genera ledger for the same period. We
aso verified whether deductions from revenue were made in compliance with the terms of Time
Warner’s franchise agreement.  In addition, by reviewing the records of the City Department of
Finance, we verified whether Time Warner actually made its payments to the City.

To determine whether we could rely on Convergys ICOMS subscriber revenue reports, we
reviewed Time Warner’s “Financia Net Income Statements,” general ledger revenue accounts, and
the ICOMS revenue reports to determine whether the amounts reported were in agreement. We
reviewed an “Independent Service Auditor's Report” prepared by Ernst & Young LLP for
Convergys Information Management Group, as it applied to the ICOMS data processing and
applications. The report, in part, stated:

“Our examination was performed in accordance with standards established by the
American Ingtitute of Certified Public Accountants and included those procedures
we considered necessary in the circumstances to obtain a reasonable basis for
rendering our opinion. . . . In our opinion, the accompanying description of the
controls of ICOMS presents fairly, in all material respects, the relevant aspects of
ICOMS' controls that had been placed in operation as of October 31, 2001. Also,
in our opinion, the controls, as described, are suitably designed to provide
reasonabl e assurance that the specified control objectives would be achieved if the
described controls were complied with satisfactorily and the user organizations
applied the controls contemplated in the design of ICOMS' controls.”

Non-Subscriber Revenue

To confirm that non-subscriber revenue® was accurately reported by Time Warner, we
traced the amounts reported to the City on Time Warner’s quarterly statements for October 1998
through December 2001 to Time Warner's generad ledger and supporting documentation (i.e.,
invoices and related statements). Furthermore, to determine the reasonableness of the amounts Time
Warner included in its gross revenue for free service, we verified the free service rates to Time
Warner’s schedule of rates. We then recalculated the reported value of free service by multiplying
the nun)lber of employees and apartment managers receiving free services as listed in the ICOMS
reports.

% Non-subscriber revenue includes “Home Shopping,” the value of free services, and other miscellaneous revenue sources.

4 Section 1.31 of Time Warner's Staten Island Division franchise agreement requires that it include as gross revenue the value
of free servicesthat Time Warner provides to apartment managers and its employees.
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Contract Compliance | ssues

To determine whether Time Warner complied with certain non-revenue-related terms and
conditions of its franchise agreement, we reviewed the original insurance certificates to verify that
Time Warner had the required insurance coverage. We aso sought confirmation that Time Warner
remitted the required security deposit and made the required payments to the NY SPSC and the
CAO.

This audit was conducted in accordance with Generaly Accepted Government Auditing
Standards (GAGAYS) and included tests of the 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, § 93, of the New Y ork City Charter.

Discussion of Audit Results

The matters covered in this report were discussed with Time Warner officials during and at
the conclusion of this audit. A preliminary draft report was sent to Time Warner and DOITT
officials and was discussed at an exit conference on October 4, 2002. On October 11, 2002, we
submitted a draft report to Time Warner and DOITT officias with a request for comments. We
received a written response from Dol TT officias on October 16, 2002, and from Time Warner
officials on December 2, 2002.

In their response, Time Warner officials stated that they are currently processing the
payment for and have no further comments on this audit.

Dol TT officias responded that:

“The financial issues brought forward during the audit have been
addressed and are now being correctly reported as gross revenue. The
appropriate franchise fees will be paid quarterly. Franchise fee payments
will continue to be reviewed and monitored by this agency accordingly.”

The full texts of Time Warner'sand Dol TT's comments are included as addenda to this
final report.

OFFICE OF THE COMPTROLLER
NEW YORK CITY

DATE FILED: December 19, 2002
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FINDINGS AND RECOMMENDATIONS

Time Warner had an adequate system of interna controls over its revenue collection and its
reporting functions. However, Time Warner underreported its gross revenue by $4,784,819 for the
period October 1, 1998, through December 31, 2001. This resulted in Time Warner’s owing the
City $239,241 in additiond franchise fees and calculated interest.

As a result of this audit and three other audits of Time Warner cable franchise
agreements—Time Warner’s Northern Manhattan Division, Southern Manhattan Division, and
Queens Inner Unity Cable System—Time Warner, through an agreement with the City, paid the
City $7,677,521 on May 31, 2002. This payment covered franchise fees that were excluded from
gross revenue calculations to May 31, 2002, and owed under the seven Time Warner cable
franchise agreements with the City. (Of the total amount paid, $335,278 pertained to the Staten
Island Cable Division.) Therefore, this report now recommends that Time Warner pay the City
$18,058 in franchise fees and interest owed under its franchise agreement for its Staten Island
Cable Division for excluding $320,015 in Trip Charges, Non-Sufficient Fund Check Charges,
and the Vaue of Free Services on its gross revenue statements from October 1, 1998, through
December 31, 2001, as shown in Table I, which follows.

TABLE |

Schedule of Additional Franchise Fees and Interest Owed
October 1, 1998, through December 31, 2001

Revenue Category Reported Amount | Audited Amount | Difference
Audited Revenue from Billing and
Reporting Changes (October 1, 1998,
through December 31, 2001) $8,142,005 $12,606,809 | $4,464,804
Revenue from Billing and Reporting
Changes (January 1, 2002, through
May 31, 2002) 0 2,069,475 2,069,475
Exclusion of Trip Charges 119,185 342,869 223,684
Excluson of Free Service 78,343 149,899 71,556
Exclusion of Non-Sufficient Fund
Check Charges 44,833 69,608 24,775
Total $8,384,366 $15,238,660 | $6,854,294
Franchise Fees Due on
Underreported Revenue @ 5% $342,715
Interest Owed (Appendices |1 and 111) 10,621
Total $353,336
Less: Time Warner Payment
(through May 31, 2002) $335,278
Total Franchise Fees and Interest Due $18,058

Office of New York City Comptroller William C. Thompson, Jr.




Unreported Revenue from
Billing and Reporting Changes

Prior to January 2001, Time Warner reported the total amount collected from subscribers
(including franchise fees) on its gross revenue statements and paid the pertinent fees on these
amounts. However, commencing January 2001, Time Warner separately identified the cost of
franchise fees in its hills to subscribers, but improperly excluded the franchise fee portion of the
billed amount in its gross revenues reported to the City.®> This unreported revenue collected from
subscribers for our audit period October 1, 1998, through December 31, 2001, amounted to
$4,464,804. Asaresult, Time Warner did not pay $223,240 in franchise fees.

As previously mentioned, Time Warner, through an agreement with the City, paid the City
$7,677,521 on May 31, 2002. This payment covered franchise fees that were excluded from gross
revenue cdculations to May 31, 2002, and owed under the seven Time Warner cable franchise
agreements with the City. (Of the total amount paid, $335,278 pertained to the Staten ISland Cable
Divison.)

Exclusion of Trip Charqges

Time Warner did not report $223,684 on its gross revenue statements to the City relating
to trip charges for the period October 1, 1998, through December 31, 2000. Time Warner
imposes a trip charge fee to its subscribers for delinquent payments collected at their residences
by Time Warner personnel. According to its franchise agreement, Time Warner is required to
report al revenue received from subscribers and pay the appropriate fees to the City. It should be
noted, however, that since January 1, 2001, Time Warner has included these charges on its gross
revenue statements and paid the appropriate fees in accordance with its agreement.

Exclusion of Free Service

Time Warner did not report $71,556 on its gross revenue statements to the City relating to
the value of free cable services—basic service, cable box rentals, and premium channels services—
that Time Warner provided to apartment managers from January 2001 through December 2001, and
for the value of “Road Runner” on-line connection service provided to its employees from August
2000 through December 2000. Section 1.31 of the franchise agreement requires that Time Warner
include in gross revenue the value of any free services provided by the Company. It should be
noted, however, that Time Warner has since January 1, 2001, included the value of free “Road
Runner” service provided to its employees on its gross revenue statement and paid the appropriate
fees in accordance with its agreement.

S47USC. § 542(b) provides that for any 12-month period, franchise fees paid by cable operators shall not
exceed five percent of such cable operator’s gross revenues derived in such period from the operation of the
cable system to provide cable services. InCity of Dallas v. Federal Communication Commission, 118 F.3d
393 (1997), the United States Court of Appeals for the Fifth Circuit held that a cable operator’s gross
revenues derived from the operation of a cable system includes money collected from subscribers that is
allocated to pay franchise fees.
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Exclusion of Non-Sufficient Fund Check Charges

Time Warner did not report $24,775 in revenue from Non-Sufficient Fund check charges
on its gross revenue statements to the City from June 1, 2000, through December 31, 2000.
Time Warner charges its customers a processing fee for each check returned by the bank as
uncollectible. According to its franchise agreement, Time Warner is required to report al
revenue received from subscribers and pay the appropriate fees to the City. As aresult, Time
Warner did not pay $1,239 in franchise fees. It should be noted, however, that since January 1,
2001, Time Warner has included these charges on its gross revenue statements and paid the
appropriate fees in accordance with its agreement.

I nterest Due

Section 9.4 of its franchise agreement with the City requires that Time Warner pay the City
interest in accordance with the following:

“In the event that any payment required by this Agreement is not actually received
by the City on or before that gpplicable date fixed in this Agreement, interest thereon
shall accrue from such date at a rate equa to the then prevailing prime rate of
interest charged by the Chase Manhattan Bank for commercid loans, compounded
daily.”

Based on the additiona franchise fees of $16,001 owed by Time Warner, we calculated that
Time Warner owes the City $2,057 in interest. (See Appendix Il for details.)

Contract Compliance | ssues

Time Warner adhered to certain non-revenue-related requirements of the franchise
agreement. Specifically, by reviewing the insurance certificates, we verified that Time Warner
maintained the required $50 million insurance coverage. We aso confirmed that the City was
included as an additional insured. In addition, we verified that Time Warner deposited $100,000
and posted a $710,000 letter of credit with the Comptroller’s Office. Finally, we verified that Time
Warner made its required payments to the NY SPSC and the CAO in accordance with its franchise
agreement.

Recommendations

We recommend that Time Warner:
1. Pay the City $18,058 for additional franchise fees and interest due.

2. Include on its quarterly gross revenue statements to the City trip charges, the value of
all free services provided to employees and apartment managers, and Non-Sufficient
Fund check charges.

Time Warner Response: Time Warner officials responded that they are currently
processing the payment for this audit.
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We recommend that DOITT:

3. Ensure that Time Warner complies with the report’ s recommendations.

Dol TT Response: DoITT officias responded that “the financia issues brought
forward during the audit have been addressed and are now being correctly
reported as gross revenue. The appropriate franchise fees will be paid quarterly.
Franchise fee payments will continue to be reviewed and monitored by this
agency accordingly.”

Office of New York City Comptroller William C. Thompson, Jr.
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APPENDIX |

Time Warner Cable of New York City, Staten Island Division
Reported Revenues, Franchise Fees Paid, and NYS/PSC Payments
Audit Number: FNO2 - 154A

Audit Period: October 1, 1998 to December 31,2001

Franchise Fee Paid

Reported Gross Revenue

NYS/PSC Payments

1998 i

4th Quarter $ 17,687,148 | § 884,357 -
Subtotal $17,687,148 $884,357 30

1999 . - :

“|1st Quarter - $18,193;125 $810,166 $99,490
2nd Quarter 19,015,964 950,798 -
3rd Quarter 19,230,687 961,534 -

! 4th Quarter 19,612,426 980,621 -

Subtotal $76,052,202 $3,703,119 $99.,490
2000 .
1st Quarter $19,702,504 $890,915 $94,210]
2nd Quarter 20,472,551 1,023,628 -
3rd Quarter - 20,090,628 1,004,531 -
4th Quarter 21,191,204 1,059,560 -
Subtotal $81,456,887 $3,978,634 $94,;7. 10

-j2001 ;
1st Quarter $20,632,543 $1,007,704 $23,923
2nd Quarter 22,181,567 ],085,155 23,923
3rd Quarter 22,616,167 l,]O6,885 23,923
4th Quarter 23,865,805 1,169,367 23,923

Subtotal $89,296;082 $4,369,111 $95,692
Total $264,492,319 $12,935,221 $289,392




APPENDIX 11

Time Warner Cable of New York City - S?iten Island Division
Schedule of Interest Due on Revenue from Billing and Reporting Changes
February 1, 1998 through May 31, 2002

Accumulated Number .
Franchise Balance Due Cover Period of Days - | Interest Interest
Fee Due Due Date From To Overdue Rate Due
$ . - 1/30/99 1/31/99 | 4/30/99 90 7.75% | $ -

- 4/30/99 5/1/99 6/30/99 61 7.75% -

- 7/1/99 7/30/99 30 -8.00%
2nd Quarter - 7/30/99 | ~7/31/99 | 8/24/99 25 8.00% -

- 8/25/99 | 10/30/99 67 8.25% .
3rd Quarter - 10/30/99 | 10/31/99 | 11/16/99 17 8.25% -

- 11/17/99 | 1/30/00 75 8.50% -
4th Quarter : - 1/30/00 1/31/00 2/2/00 3 8.50% -

' . 2/3/00 3/21/00 48 8.75% -

- 3/22/00 | 4/30/00 40 9.00% -

222000505 -
1st Quarter - 4/30/00 5/1/00 5/16/00 16 9.00% -

B 5/17/00 | 7/30/00 75 9.50% -
2nd Quarter - 7/30/00{ 7/31700 | 10/30/00 92 9.50% -
3rd Quarter - 10/30/00 | 10/31/00 | "1/3/01 65 9.50% -

- _1/4/01 1/30/01 27 9.00% -
4th Quarter - 1/30/01 1/31/01 1/31/01 1/ 9.00% -

- 2/1/01 3120/01 48 8.50% -

- 321/01 | 4/18/01 | - 29 8.00% -

- 4/19/01 | 4/30/01 | 12 7.50% -
0200175052 - :

1st Quarter 51,581 51,581 | 4/30/01 5/1/01 5/15/01 15 7.50% : 159
51,740 5/16/01 | 6/27/01 | 43 7.00% 428
52,169 6/28/01 7/30/01 33 6.75% - 319
52,488 : .
2nd Quarter 55,454 107,942 | '7/30/01 7/31/01 8/21/01 2 6.75% 440
108,382 8/22/01 /17/01 27 - 6.50% 522
108,904 9/18/01 10/2/01 15 6.00% 269
109,173 10/3/01 | 10/30/01 28 5.50% 462
, 109,635 ' ’
3rd Quarter 56,540 166,175 | 10/30/01 | 10/31/01 | 11/6/01 7 5.50% 175
166,350 11/7/01 | 12/11/01 35 5.00% 799
167,149 12/12/01 | 1/30/02 50 4.75% 1,091
168,241
4th Quarter 159,665 - 227,906 | 1/30/02 1/30/02 | 4/30/02 91 4.75% 2,715
2002 55 230,621 ' :
1st Quarter 62,084 292,705 | 4/30/02 5/1/02 5/31/02 31 4.75% 1,182
293,888 _ '
2nd Quarter 41,390 335,278 | "7/30/02 -
Total 3 326,714 ] i S 8,564
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Time Warner Cable of New York City - Staten Island Division
Schedule of Interest Due For Exclusion of Non-Sufficient Fund Check Charges, Trip Charges and Free Services
October 1, 1998, to December 31, 2001

APPENDIX 11}

Accumulated k Number .
Franchise Balance Due Cover Period of Days " | Interest Interest
Fee Due Due Date From To Overdue Rate Due
1241 | § 1241 | 1730099 | -1/31/99 | 4/30/99 90 7.75% | $ 24
1.265 .
888 2,153 4/30/99 | '5/1/99 6/30/99 61 7.75% 28
: 2.181 7/1/99 7/30/99 30 8.00% 14
i 2:195 , _
~.2nd Quarter 1,535 3,730 | 7/30/99 | 7/31/99 8/24/99 25 8.00% 20
3,751 8/25/99 -| 10/30/99 67 8.25% 57
; 3,808 , ;
3rd Quarter 1,112 4,920 1 10730799 | 10/31/99 | 11/16/99 17 8.25% 19
4,939 11/17/99 | 1/30/00 75 8.50% 87
5.026 «
4th Quarter 1,215 6,241 | 1/30/00 1/31/00 2/2/00 3 8.50% 4
' 6,245 2/3/00 3/21/00 48 8.75% 72
6,318 3/22/00 - | 4/30/00 40 9.00% 63
2001 6.380
Ist Quarter 1,295 7,675 | 4/30/00 5/1/00 5/16/00 16 9.00% 30
7,706 ' 5/17/00 7/30/00 75 9.50% 152
7.858
- 2nd Quarter 1,284 9,142 7/30/00 | 7/31/00 | 10/30/00 92 9.50% 222
: 9.363 ;
"3rd Quarter 2,363 11,726 | 10/30/00 | 10/31/00 1/3/01 65 9.50% 200
11,926 1/4/01 1/30/01 27 9.00% 80
12,006 '
4th Quarter 2,779 14,785 | 1/30/01 1/31/01 1/31/01 1 9.00% 4
: 14,788 2/1/01 3/20/01 43 8.50% 166
14,955 3/21/01 4/18/01 29 8.00% 95
15,050 4/19/01 4/30/01 12 7.50% 37
2001 15,087 ,
Quarter 572 15.659 [ 4/30/01 5/1/01 5/15/01 15 7.50% 48
15.707 5/16/01 6/27/01 43 7.00% 130
15,837 6/28/01 7/30/01 33 6.75% 97
; 15.934
2nd Quarter 572 16,506 | 7/30/01 7/31/01 8/21/01 22 6.75% 67
16,574 8/22/01 9/17/01 27 6.50% 80
16,654 9/18/01 10/2/01 15 6.00% 41
16,695 10/3/01 | 10/30/01 28 5.50% 7
16,765
3rd Quarter 572 17,337 | 10/30/01 | 10/31/01 |  11/6/01 7 5.50% 18
, 17,356 : 11/7/01 | 12/11/01 35 5.00% 83
17,439 12/12/01 | 12/31/01 20 4.75% 45
~ 17,484 '
4th Quarter 573 18,058.] 1/30/02 : 0
. Total S 16,001 S 2,057

|



Terence Rafferty , ADDENDUM 1
e Group Vice President of Finance

December 2, 2002

The City of New York
Office of the Comptroller
Executive Offices

I Centre Street

New York, NY 10007-2341

Attn: Greg Brooks, Deputy Comptroller, Policy,
Audits, Accounting and Contracts

Dear Greg,

Enclosed are the checks for the Southern and Né¢rthern Manhattan audits as well as the
QUICS audit. ‘

I have reviewed the Staten Island audit report and have no comments. We are currently
processing the payment for that audit and will send it to you once I receive it:

Please call if you have any questions.

Sincerely,

Terence Rafferty
Group Vice President

Time Warner Cable 120 East 23rd Street, New York, NY 10010 Tel 212.420.4845 Fax 212.420.4859 - D TIME WARNER
NewW yDrk \ CABLE
al its pesi




ADDENDUM 11

DEPARTMENT OF INFORMATION TECHNOLOGY
AND TELECOMMUNICATIONS

11 Metrotech Center
Brooklyn, NY 11201
(718) 403-1200

GINO P. MENCHINI
Commissioner
Chief Information Officer

October 16, 2002

Mr.Greg Brooks

Deputy Comptroller

Office of the Comptroller
One Centre Street, Room 530
New York, NY 10007-2341

Re:  Audit Reports on the Compliance of Time Warner Cable
of New York City, Staten Island Division,
- With its Franchise agreement
-October 1, 1998, to December 31, 2001.
FN02-154

Dear Deputy Comptroller Brooks:

We have discussed the audit findings with Time Warner officials and have been
assured that the financial issues brought forward during the audit have been addressed
and is now being correctly reported as gross revenue. The appropriate franchise fees will
be paid quarterly.

Franchise fee payments will continue to be reviewed and monitored by this
agency accordingly.  Should you have any questions please contact me at 718-403-8228.

Marvin E Fields
Executive Director,
Franchise Administration

c Gino Menchini, Commissioner (DoITT)
Agostino Cangemi, Deputy Commissioner/ General Counsel (DoITT)
John McCormick, Assistant Commissioner (DoITT)
Susan Kupferman, Mayors Office of Operations

4 Quality Service Through Technology
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