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T h .i s J:. g ': e (2 Tn '4 n ::, d <.l i:. e d as 01: ,.1 Cl, n '.I <~, .t' Y ;2 8, 1 9 9 J. . SfP 1 0 2001
enc~red Into by and between ATLAN7IC TELE-NET00R~, IN~.

( 'IA"'''''') . C )':\"-'-e or ~ ,.' ("II!'''" T~r.r.n!lO',I'""' ~\l.o..-!J:'.'='...t..I.'.c.:..I.l..A...tM;, 11' I d J~ ,,,,wC,1. C P0J:C\.,lOr), =U7."'\.J"·,<,:- ,·:".'f . • ,..:. 1,,;,~1'IlRtIt'~101~

'CO!'lPi\NY LHIITED, d Guyc,na cOl:por~tJ.on (rIG.T. $.: '1'.:1). ClFflCEOFMsa::M'fM{

A. ATN has otfi.ce.:t·s, di.t~cton;; a,nel con/il.'ltants ,~t.

it'5 disposal W~10 '-~le trained <O!m: €xp~t'icnccd in t.l1!.~

tele-communications field and wh~ arc f~~ilier with the
e=onomlcal and efficient org~nization, dev21opm~nt Dnd
op~ratioi1 of teJ.€~-colilr..unic2lttcns sy.s;:'2ms and .:s~J:·l;.ces. Th is
s '-:' <:: f]:"' :-, a sex t e : ,: i·.i e e. ;c p 2 :r j. Q n c 2 ~ n r 3. n 2, nee.. 1 ?, 'r! I l.1 c r:; 0 U n t i ;1 g ,
r~gulatory mat' ers ~nd ths d2velop~~nt of com~unlc2tio~s

2.;.Jp.::::-e,\:us, ec;' ',msnt <:.,r,c. S2;:'-v'ir.;ss c.:'0 i.-il'(=: ;=-21~)i::\J.2" chi"J1.sring
t~'':;'jnoloCjic'21 ... dd l-eguJ.ato::-y <;;;"lvi~C':·'.-nsn~-. fI.f.f:;:cting tll~

tqle-commun~catlons industry,

61
B. f\ccocdingly, i\'IH is ill C) pos:i.t.ion to render

''!2.1u<.',ble assis·tance in the solution of the various 12:gal,
financial, accounting, technical, engineering, develorrne~~~l.

administrati.ve and requlatoj:y P):-obJ.~ins \.;hlch may D::is:? fr'om
time to time in the operation by G.T. & ~. of its telephone
b II sin:? s s, \ofhien Cl S s i. s tan c e \-? i 11 b 9 C end u c i vetot.h e G con 0 m1 c.-: I
unci G ,f [ i c i en t ... ~ 2 vel 0 ? m~ \' tand 0 r 'a 'X;f. '.:5.. 0 n ? f . G , T. [" T.' 7 .
te18pllor,e SYSL'dJn and \o,l1..d enhE1!1(;-:l 'l'es" ablllty to pt:'ovlde
dcp'2:.'"lclablc, stClte-of-th;2-ar.t t~Jephoi1e s~;.:vict;l to its
SL',bsc;: ibers. .

C. G.T. & T. desires to ~va11 itself of the full
advnntaaas of che technical. professional and financial advi~e
and cOQ~eration availabl~ {~om ATM.

Now, therefore, in con3ideration of the recitals
the mutual ag~8eme~ts. provisions and covenants herQin

\containec:l,\ it is agreed as £ollol-l~:

Se. c·t ion 1. ~!u:y i £.f! S tqj '2! I:'j~c v Lc1..f,:.sL~~Y-...L.\T..U . NT 1'1
a~l:"e2S to provide '.:..h2 foJ.lo,.rJ.n-:;:; se;:-v}.c2S to G.T. ':, ':4.:

and

(a) To ksep G.T. & 7. gene~ally informed a3 to the
progress made in the development or the science and art of
t(l12~cor.'drri,lnica:. ions c\ nd the appl icat. ion ther-eo f in D.ctua 1
practice, and to keep it advised as to developments for the
promotion of efficiency, economy or safety in che construction,
installation or operation of tele-communication systems.
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(b) To give advice and assistance in all b~anchcs oC
tIle operations ot G.T. & T., tncludirlt..J engins<2ring, pl,Hlt,
traffic, COr.tmerc1..:d, labor relations, ciGpl.oyce b,::neClts,
S t r <7. t e q i c r 1ann i il g I () C <.:: 0 L; ntin go (1 11 c 1 u dingad" 5. c e c1 nd <:I s: rd 5 t>;, n c C!

in connection with the aUditing of accounts) I cae~ rnanag~rn~nt,

legal, ~dministrDtive and other matters, such advica and
assistance to be rendered by A7N through personal contact,
through the issuance to.G.T. & T. of data, memor~nda of
discussions and conclusions, incl.uding bulletinG, books,
ci~culars, letters and through the p&rformance of specific work
in caGes,where the magnitude and complexity of the problems
involved render such, specific work necessary o~d23irable.

(C) At the t"::!q1.lest 0: G.T. [" T., to ~;up::·'J.y G,'7.'. ,,:< '1'.
'n'i;.:.11 manuqer-it'll OJ;' t~chnical psrsonnr:.~J. on ~ PE1"(,::-\:.~fi\~ o:r
ful1.-tii71e bc.sis.

(d) To 2,dvise oild t'lssi:3t~G.T. r, T. in '~b8 fo::ri\Z't.,ion
a~d establishmQnt of rate schedul~s.

(ej To qive G.T. & T. advic;e on q:u'~si:ions of business
pol icy <:l nd r e l u ',: i. 0 n s II .l P t. l,./ i tile u :; to iii '2 !' ~3, e Tn p loy:! ::: :3 (1 nd t :l C!
pub)!..cqenet·cllly, advi.si.nq (';3 to th~ type. ,",nd qU i.'lificrltioT1!; of

~ p2rsonnC?1 r\:!c;uired in v~rio',Js d'2poxtm~nts, Dnd, '.oih211 d~em~d

n:::ccss~ry, to seB]-e :\..\t, irw'=stig .... 1? the.q\j2J,lific~'tion5 ot' and
arrange for the employmont by G.T! &:·1'. of exper~enced

enC]ineerG, accountants, comh'.crcitlJ persons ond otlV2t· qU.i)) iflOd
{: Inp loy e e ~i .

(t) To 2I.:'sist G.T. [" T. in a.n()lyzi,ng i'i.::'s lEgal
p r (\ b 1. ems and righ t sand to s e 1 Q C t 0 u. t sid e co l\ n s ~2 1. f t" 0 in t ~ 1':1 e to
tLn''a \-/ila !lave thQ exp~1:'tis~ 'to hz,ndl1? .su.ch. p:t'oblem.r:;.

(g) To assist in the d2velopm~nt and implement~tion

of n':::\~ tele-comr:1t~nict,tion.s pr.oducts and se.rvic'2s, includlnc.;
con'..:racts:: \oii'l:.':1 intern<::.tionol t~lephon~~ c?H\panies.

(h) To ~id in the instruc~ion of G.T. & T. personnel.

(i) To qive ~~'ice in connsction with all classe9 of
insurance end, \"h~t'B requ2s J.:.ed by G.T. &. T., to place ~nsurance

[or lhe 2,CCOl,.ln'.: of G.T. & T. and pn:::paJ:a applications ilnd
schedules thereof, and, in case of loss, to rsvise and file
proo~s oi clair~ and g9n9;:-ally to assist in the 'collection of
cl<.:liTilS arising und.er such ins,uJ;enc r:.

(j) To advise and assist G.T. & T. in the adoption
~nc application of a.n <:ld~q\.late modern system of a-::counting
su).'i.:able t,o the special requixements of G.T. &. T.

- 2 --
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(k) Froer. ti.m~ to tiine, to giv~ advic0 and cH3si5t2\n(;'~
as ;:0 tIle form znd l':1p.thoc1s of 2",y financj.ng ("2q\.l,i_i:·:~':;~ to ~y= GOile
by G.T. & T. i..n connection \.J;~'-:h th~ e:-n.:.(~nsi.o;'r c."2v·::.lo,;;:i"2'1t. 0';'
.\.l1~~')t'ovejr.ent: of .it.5 sysi:em, ",nd i;, connectiQn \,~i~:.;') it.::: -Cl.:"',i;L\C-::::'

in gQneral: and to give such a~Gis~ancg as itis abl~ to r~nd2~
in sBcuring for G.T. & T. fUilc"3, on rea~onable 'ter',;1s, as ~nd
when needed for new construction and other expenditures, but
not at any time t.o a <;Jt"eater- extent th2.nt:)G then condition ot
the fina~ces ~nd cre2it of C.T. & T. may pennit; as vell az to
r~hder aetive assi.stance in marketing such securities of
G.T. & T. ~~ G.T. & T. may from time to time undertake to
iS5~e, and such othern2cessarv financial assist~ncc in ths
p r '2 n: i s e s a s will b 2 S t t 2 nd to;: 'Sl rv e t. h Q 1. n tee 8 S t 5 0 f G. T. [. T.
a rd 0 f the 9 e n e ;;' a J. p \.l b 1 i c .

(J.) -::'0 g;.v~ ~dvJ.c<?; Ilpon..li:.Clx Cj,l.!estJ.Ol"IS 2,r!C~ to rUt'l1.tS!"
information <l~' :0 cOli\par-:.t,\.ve tc.:<""L:t~5 ':H'\,:J. 2,$ ,:o~;112 p:,:.~\c;i:iC9S
relat.ing th~).·eLO &n-:I '::1)0 p:r-::ced?nt.s 'l'Ihic.:h ilav~ b::::?i') :'
established, sup8rvising the prep~r~tion o( all ~~h~~ule5,

rep 0 j;" t 5, ret urn S 0 r c e n. i fie a l:. e S J;'e qu b-ed,

Section 2. Po.ymen~.s oY C;. 'I'. &.....1'....... G. T. &. ,'1'. oqr.ees:,
,( a, ) To p q Y t 0 /\TN a m0 n't. h f'y fee for t.il '-= S~ r vice s

-:- r end ere d '.hy G. T • & T. he t' eund::: r r' 1 n t Ii e am 0 U n t :0 f 6 ~ 0 t:
G . 'I'. & T.' 5 tot cd 0 p is! t' Cl tinq (' eve n u c s . G. T, l;. T. tl 9 t· :;:: e :3 to
t L1 r ~ ish to/>,TN r!:" c p ~ t' 5 tal ~ in ~ Tl t 5 (r 0 m t. 0 t i [i\ (' 0 t 8 Uc h tot i~ 1 '
op2t"c-.ting revenllCS.

(b) To reim~jurse I\'TN. or any ot its aCfiJ.iat.es, for
the sal~rie5 and expenses o( ~ny employss (including the u~udl

ov~rh~ad char~eab12 in such c~ges) I and fo~ any mat9ri~ls used
by such 'employees, (1) in cap~~ t-,Jlv:'lre such, eli\pJ.oye'2s ~re

supplied'to G.T. ~ T. as contemplated b¥ Section, l(c) h~r2of

and (ii) in C~S?S \.,rl1ere it is n~ce5scxy'ln c::'X".l:-ying out ATN t
!;

obligations under this Agreemrnt to send or maintain employees
o[ j-\'i)E, et'ther in GDyan.a or e!_sevii'l9:\:'9 r o'..;·tsiC;8 of the locations
W~9re they are habitually employed.

(c) To rcirnc)\n:'se J\TN, or .':1,1';:' of i.ts affili.atcs, 'fcr..-
th~ fees and expenses of all attorneys, accountants, o~ other
Pj;-Q fess ional s as mc::,y be enge.ged by ATN I 01:' any 0 (: i t.s
Z\ffi.liates( from time to tim"!., to perform s?~cif5.c services 1:0l:"

Gl' ;,1' .

(d) All amounts payable her-eunder shall be payable to,
ATN in u.s. Dollars at an account or accounts dasiqncted by ATN
from time to time by Ylritt.en notice to G.T. 6< T. " '" ..' '

. .' ~.

--------_. -----_. --,--------'... -- _ .. - ,--
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Section J. '1'erT.l, '1'his Agr-eemeflt shall be and remaln
in effect from the date ot this Agreement until December )1,
1995, and from year to year the~e~fter unle$s or until
tenninated by either party by '.oII:"itten notice to tt1'~ othQr party
given not l~ss than three months prior to December 31, 1995 or
any subsequent December )1.

IN WITNESS ~~EREOF, the parties hereto have caus2d
this Agreement to be executed under their respect iva corpor~te

seal~, ~s of the date and year herein abov2 first set forth.

5919c \
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','(71& T '. ~Qbng8.tion .to pay'6%
advisory fees toATN was an

integral part of the privatisation deal

. ..

Dear Sir,

I am writing in response to
the ·Ieuet by Mr. Joseph A.
1'yDdall captioned 'The 6%
advisory fees for ATN were
nol in the' purchase agree­
ment" (SN ,25101/00) in
which be asserts that the
agreement of GT&T to pay
6% adomory fees to ATN was
not properly- authorized by
GT&T and was not agreed to
by the Government of
Guyana. These assertions are
false. '

I am an attorney currently
representing ATN. and I rep­
reumted ATN in 1990 and
1991 wheD the agreements by
which ATN aapUred its share
interests In GT&T were nego­
tiated and concluded. The
facts are as foUows:

The Purchase Agreement
between ATN and the
Government of Guyana
(GOG) recognized that ATN
would be providing a wide
variety of managerial ser­
vices and know-how to
GT&T as GT&T mooernized
and expanded the antiquated
telephone network which it
was acquiring from the

\ GovemmeDl owned Guyana
Telecommunication
Corporation. Early drafu of
the PlJrchase Agreement
specifically provided that
ATN would be entitled to an
advisory fee for these scr· ­
vices e<JuaI to 6% of OT&T's

r revenues. Tbe final Purchase
i Agreement was changed to

"I elimi~~~fic 6% fee

and to provide that the adviso­
ry fees payable to ATN would
be "'in such amounts as the
Board of Dinlctors of GT&T
shaD approYe'~. This change.
Wil8 made to reflect the fact
that both ATN and the GOO
believed the GT&T Board of
Directors should approve the
fee, It was clearly under·
stood. however: that the fee
which would be submitted to

the GT&T Board would be a
6% fee.

Indetd. at the time this
change ID the Purchase
Agreement draft was mane,
A1N was completing its
negotiations with Northem
Telecom International
Finance B V (l'-!TIF), and
NTIF was ~lying on the cash
flow which ATN would gen­
erate by this 6% fee in evalu­
ating ATN's ability to repay
NTIF. As Mr. Tyndall notes in
his letter. the acquisition
flJlaDcing agreement between
ATN and NTIF expressly
required as a condition to
NTIF's loan that GT&T "shall
have entered into an agree­
ment . . . pursuant to which
[ATNJ will provide certain
management services ·....0
GT&T and GT&T will pay
[ATN] a fee , ..equal to Dot
less than six per cent (6%) of
the aggregate gross income of
GT&T'.

This acquisition financing
agreement was shown to rep­
resentatives of 000 in
advance of the January 28,
1991 l1"IUIder date. and was
approved by 000 in the form

of an opinion dated January
28. 1991 of Julien C. Nurse

. S.C., Solicitor General of
Guyana acting on behalf of
the Attorney General of
Guyana.

Mo~over, contrary to Mr.
'TYndall's assertion, the advj­
sory fee agreement between
GT&T and ATN was duly
authorized and executed on

. behalf uf GT&!;

On January 28, 1991. at a
clO!ing held in my offices in
New York City. the Board of
Directors of GT&T was
reconstituted to consist of
four persons designated by
ATN and two pen;ons, Mr.
Edward Mortimer Downer
and Mr. Patrick Chandra
Bahn Persaud, appointed by
the GOG. These persons
unanimously approved the
advisory contract between
GT&T and ATN with its 6%
fee. unanimously appointed
Mr. James Kean as general
manager of GT&T, and unan­
imously authorized Mr. Kean
to execute that agreement on
behalf of GT&T.

Accordingly. the record is
unmistakably clear that

··GT&T's obligation to pay
6% advisory fees to ATN was
an' integral part of tbe agree­
ments by which ATN made
its \investment in GT&T and
was weU known to and
approved by the GOG in
January 1991.

Voan taJthtuUy,
Lewis A. Stem, P.C. .~ ~ 'If-,f" #4\ ; ...,.. - .....

·~::eh~·



.0.1

RECEIVED11/Yftl ey

SEP 1 0 2001
09/03/2001 20:39 . FAX 592 2 71398 CAB

How could ·tfle Board·Qt·;·.;;~::., .. rH'.:' '., "'.'. .pprp"ea
(r1~ci">- the advIsory feescoQ .. > ••C~ .e ore ·the·
~ 0 c (.! completion of the .saJesttansBctlon?
Dear Sir,
I am responding to a let­

ta by Mr Lewis A. Stern,
PC., an attorney repreaeDt­
ing ATN, captioned' 'GT&T's
obli&atioQ to pay 6% ad.viso­
ry fees to ATN was an intc.
grll1 part of the privatisation
deal' (SN 25-01·2000).

Mr Stem agrees with me
thai the purchase agreement
does not stipulate a six per
cent fee. Section 6.10 of the
agreement states as foUowl:-

Where GT&T has engaged
ATN or any of its subsidiaries
to render any managemeot
services. GT&T shall pay fees
in foreign currency in such
amounts as the board of direc­
lors of GT&T shall approve.

However, Me Stem seems
to believe that GT&T's Board
is free .to sci the fu at what­
ever level it chooses. Here we
part company, for reasons that
wiU appear later.

Mr Stem is correct in say·

ing that an earlier drUt of the
ajteement (which was ini­
tialled by the heads of tbe
Guyana and A1N nesotia$&
teams, onDecembCr 18,
1989) included a specific six
per cent fee. The draft w~
seDt to me in Washington DC,
a ft:W days later, and I wu so
alarmed by some of ita provi.
sions, that I wrote to President
Hoyte, suggesting that he
sbould su.spc:nd furthcr action,
to give me an opportwlity to
preaent my views. The Prell·
dent acecptcd my I\IUCltion
and, after receiving from me: a
fifty-ooe page comment.,
orOered that the agreement be
re-negotia1cd,

One: of the tenm of the
draft that I Jound most objec­
tionable was the six per cent
advisory fee. I wrote, Inter
alia, that the IIfl'ID3CIDCDt was
"litt!e ID(R than a device to
enable ATN to extract a
greater surplus from its

[GTe 'I) .opentioDS,"· Mr
St!=m hal~.o,fi.ancd ~opill­
ion when he wrote'that:
"NTIF .wu·:~lyi)lgo~:~e
cash ·floW, which ATN: would
generate'by,this six w Cent
fee in evalu.ati.ni A~'s abili­
ty to repay NTIf',"

What .iJ1 . most incredible
about tbeadvUor}' feea con­
tract, . whiCh was siP~. 00

J~ 2$; 1.991,'was that the
six ~c:cnS; f~ iS~J!~l.eto
ATN•.after aU, repea1···aU,
CltpeD.aeS~. by· ArN. ,in
PfOvidiDj ~e. ,~ices,

~Juding overhead elCpCDSCIl,
have bCen paid for by·OT&T.
GT&T is giving awty six per
cent of, Us sroS8rev~ues for
absolutely.nothing in return.
Moreover. the- fee ispayab1e,
i.rre4pecti.vo of the amoUIlt of
service pedormed or. even if
no service is performed. Mr
Stem should Ill.)' whether this
statement is f~, His claim
that the government of

GUYlllla had agreed, beh.ind
the scenes, to this fla&flU1t
exploitatiOn of~ Guyaoese
people is .a ~QUI indictment.
, Me Stern claimed. tha1 "the

adVisory fee agreement was
duly authorised and exec,uted·
00 behalf of GT&T." For this
to be: true, he must resolve the
following enigma: If the advi­
sory fees CPDtract bad to be
signed and delivered to the
lender (NTIF) before the loan
could be approved anci dis­
buned to ATN, and if the pro­
ceeds of the loan had to be
paid over to the GOO.,before
ATN could acquire its 80%
equity.share and its control of
OT&T, how was it possible
for the Board oC-the priva1ised
GT&T to be legally constitut­
ed for the approval of the con­
tract and for Mr Kean to sign
the contract in the capacity of
General Manager of GT&T.

Tum to page 7



How could ~he Board of GT&T have approv~d

. the advIsory fees contract before the
completion of the sales transaction?

.: :~ . ;,. '

From page 6
before the completion of the
li~le~ lniDsaction?

Presented in II more
schematic way, the sequence
of events was as follows: (i)
signing of advisory conlnict
by Mr Kean on behalf of
GT&T: (Ii) delivery of advi­
sor;' contract to NTIF: (iii)
approval of loan by NTIF; (iV)

payment of loan proceeds LO

ATN: (v) transfer of loan pro­
ceeds by ATN to OOG; (Vi)
acqUisition of shares and con·
trol of GT&T by ATN. It is
only after st.ge (vi) that Mr
James Kean could have
assumed the post of General
Manager of GT&T, with legal
aULhority to enter into agree­
ment on behalf of the compa­
ny I find it logically and
logisticillI)' impossible for Mr
Kean to sign the agreement at
stagt (i), as the General
Manager of GT&T, which
wa.~ obviously a stale-owned
corporation until stage (vi)
waS l:ompleted.

The Acquisition Financing
Agreement (AFA) is an agree­
ment exclusively between
ATN and NTIF. Nothing con­
tained in that agreement could
impose an obligation on the
Government of Guyana or on
GT&T and its consumers. I
fail 10 see Ihe contractual rel­
evance of the Solid tOT

General's opinion to the APA.
or to the AdVisory Fees Con­
tract

OT&T's licence and lhe
PVC Al:l r~quire th~ comnti~-

sion to honour the purc:base
agreement (which does Dot
stipulate a six per cent fcc)
aDd any other~tU that
exiata between government
and Ii public utility or aD
Investor, There is no other
a~ent Mtween the iOv­
emment and ATN aDd none,
as far as I am aware, between
the government aDd GT&T.
The commission has no oblig­
ntion, under this· mandate. to
honour any other agreement.
neither the AFA· nor the
Solicitor's General opinion.
even if the latter could be ele­
vated to the status of an agree­
ment.

The Public Utilities Com­
mission does not have the
authority to tell GT&T what
price it should pay for goods
and services procured for ill;
business. That is a prerogative
of its management (or its
Board). In this sense, there is
nOlhing unusual about the
provision contained in the
purchase agreement. which
says thaI the board shall fix
the amount of the fees. But it
is reasonable to expect that
the directors of a coropnny
will not approve the payment
of unjustified charges to the
company's suppliers. whoever
they may be.

The commission has a
statutory duty to disallow aDy
cost. or any portion of a cost.
that it considers . unjustified
and unreasonable' for rate
making purpuses. (Section
35(1) of the I've Act). All

disallowed costs are below
the J.ine it=l$. meaning that
they. have to be charged
&iainllt shareholders' profits.
Tbia authority i. at the heart
of rate of return n:gulation.

There are thouaaDds of
reported decisions of regulll­
tory commi.asions aDd cour1S
in the· US state and federal
systems. approving or con­
firming sw::h disallowances.
Me Stern does not have to go
further than the US Vtrgin
lsla.ods for commission and
court decisioDJ against Vilel­
co. an oripnal subsidiary of
ATN. He will find that the
VUiin Islands public service
commission rejected an
agreement between Vitelco
and ATN for a similar six per
cent advisory fcc.

There is one final hurdle
for Mr Stem. The imposition
of a charge Oll consumers. that
is not matched by any value
received, as in the case of the
six per cent adviso!')' fee.
amounts to confiscation of the
property of consumers, just as
the fix.ing ofrates that do not
allow a utility to recover its
costs amounts to confiscation
of the capital of the investors.
GT&T is not a taX authority;
it is a service agency. Guya­
nese &.Djoy the same constitu­
tiow protection against con­
fiscation of property as citi­
zens of the USA. No contract.
no s~ute. can override the
constitution.

YOW'S faJtbtuUy.
Josepb A. Tyudall

., ..
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2490 TRACV PLACE NW.
WASHINGTON. c.c:. 2000a
"nile: (2()2) 2flS.69OO
F&lc; ~(2) 232·1~97
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THE FOLLOWING ARE THE FACTS ASTH~~AUDIO TEXT OR

"X-RATED PHONE LINES" SERVICES IN GUYANA, AND THE GOVERNMENT'S
STAND ON THE MArrER.

1. The Guyana Telephone and Telegraph Company Limited (GT&1), 80 perceLt of
which is owntd by a U.S. entity, commenced offering audio text services
sometime in 1992. The Government believes that a great proportion of GT&T's
audio text service is of an offensive nature.

2. The Goverament is COIlCemed that GT&T is departing from the stated objective
of its Jice»Je to operate the business ofproviding telephone facilities to the people

. of Guyana, and is in fact making its business mainly one that provides audio text
services to customers outside Guyana. (As the article admits, persons living in
Guyana have no 8CCe;s to the audio text services of GT&T). According to a
release issued on May 7, 1996 by the US company, Atlantic Te!e-Network, Inc.
(ATN), the principal sh3re.holder ofGT&T, during the tbree-month period ending
on March 31, 1996, a total of 63.9 percent of the international call Ulinutes
through the GT&T system was taken up by audio text services. The figure for the
corresponding period in 1995 was 51.6 percent. While audio text revenues of
GT&T are rapidly rising, the company's investment in providing telephone
service seems to be declining. It is understood that for this year only 3000 lines
have been added so far.

3. The Government is concerned that the company's pre-occupation with audio ~xt

service is not matched by a commitment to fu1fiJ1ing its ccntractual obligations
regarding expansion of, and provision of bisic telephone service to Guyanese. In
fact, these obligations are neglected and this bas necessitated the filing of a
complaint by the Government against. GT&T before the Guyana Public Utilities
Commission, regarding the company's continuing failure to implement an
Expansion and Service Improvement Plan that was COLtractually required to be
fulfilled some 19 months ago. The Government, from time to time, has directly
made known to the company its displeasure at the company's increasing focus
and reliance upon audio text services. Government nominated members of
GT&Ts board have also repeatedly voiced these CO:.lcerns of the Government.



..,

4. As early as February 1993, following the change in political administration after
the OCtober 1992 elections - the first free and fair elections in 2S years - the
new Government wrote to GT&T regarding discontinuance ofoffensive audio text
services. Again in 1994, the Government by letter requested that offensive audio
text services be terminated. This written request was followed by a meeting
between the Prf-sident of Guyana, Dr. Cheddi lagan and senior members of the
Cabinet of Ministers and representatives of the company at which the
Government's request was repeated. The Government on this latter occasion
stressed its displeasure over the offensive nature of the service offered and stated
that the international image of the country was being tarnished and, further, that
offering $lIch offensive services contravened the law. The religious bodies and the
general public are also pressing for termination of offensive audio text services.

5. In response to the Government's request for the termination of the service,
representatives of the company claim that since audio text services generate
substantial revenues, withdrawal of the service would necessitate great increase
in rates charged for telephone services, e.g., approximately 1000 percent in
domestic rates and approximately 92.9 percent in international rates, in order to
eare their contractually assured 15 percent return on mvestJnettt.

6. On this argument by GT&T, the Government is of the view that it will be the
Public Utilities CoIlU'Oission of Guyana that will make the determination as to the
necessity of any rate adjustments, consequent upon the tennination of GT&Ts
self-imposed reliance upon audio text services. The Public Utilities Commission,
by application of its statute, will also determine the method by which any
necessary increases may be collected.

7. It should also be noted that the Public Utilities Commission is actively considering
measures for reducing the extent to which facilities are provided for audio text
services. One public hearing on this matter bas already taken place; another
occurred on September 24, 1996.

September 25, 1996
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ADDITIONAL FINDINGSIX

A. Lack of Accounting Controls
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• Based upon evidence given in the deposition of Senior GT&T management personnel, it

appears that senior management of GT&T in Guyana lack fundamental and significant

controls that would be expected of officers responsible for serving the public. 3 Several

individuals who are employees of ATN (as opposed to the GT&T) have frequent and direct

access to the most critical accounting and other systems of GT&T. 4 Senior management in

Guyana do not have complete knowledge ofwhat these individuals do when they access these

systems nor are these individuals required to request any permission before the systems are

accessed. Further, any control and description as to what is done when the systems are

accessed is simply not available and no one in the current management team could provide

reasonable explanations of these actions to the PUc.

• The signatures of Senior Executives who are not currently in the employ of GT&T (e.g.

James Keanes and Jim Heying) continued to be used on letters authorizing payments to the

Bank ofNew York, Banco Popular de Puerto Rico and other banks. Checks drawn on these

banks through May 1998 are signed with signature stamps with their names on them. Two

3Deposition given by Mr. Roopnauth, the General Manager, on November 2, 1998 and that
given by Ms. Jagan on August 11 and 12, 1998.

4S pecifically Kevin Hemmingway, Lawrence Fucella, Joseph Charles and Mike Morgan as
brought out in the depositions of August 12, 1998 given by Miss Jagan, the Deputy General Manager
Finance.
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junior officers of the Company control these signature stamps.s One of these junior officers

is allowed to make payments without the written authority of the Deputy General Manager

Finance or any other more senior officer. 6

• The accounting and audiotext systems could be accessed from overseas and the Company

could not provide us with the identity ofor the level of control granted to those persons who

have access to these systems.

• Overseas consultants in at least two cases are employed on what the Deputy General Manager

Finance called "a gentleman's agreement" between the company and them. No written

contract exists to allow for independent verification of their terms of employment.7 Neither

could the Deputy General Manager testify to their terms of employment, including their rates

of pay and how their monthly payment statements relate to those rates if any. 8

• At least two such consultants, Kevin Hemmingway and Mike Morgan who reside in Nebraska

and the US Virgin Islands respectively and who work out of those locations, have access to

the information system of GT&1. In the case of Mr. Hemmingway, the access is to the

accounting system, and in Mr. Morgan's case to the audiotext system. In neither case could

5See page 21 of the transcript of the hearing of August 12, 1998.

6See page 8 of the transcript of the hearing of August 12, 1998 for Ms. Batson's deposition.

7See testimony ofMs. Jagan on page 74 of the transcript of the hearing of August 11, 1998.

RSee testimony of Ms Jagan on pages 61 and 74 of the transcripts of the hearing of August
11 and 12, 1998 respectively.
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the limits of their access be established. According to the Deputy General Manager Finance

and the Director ofData Processing they can be requested to perform any task the company

requires them to do.9

• The tendering systems are frequently abrogated by the General Manager even though the

system is clearly outlined in writing and is part of the manual of procedures.

• Too often did our investigation have to rely on the words of a senior officer for verifications

that should have been part of an audit trail. In some cases, we had to wait inordinately long

periods for information that should form part of the company's day to day database, while in

other cases information was not produced at all.

• Questions asked ofthe company regarding its contractual services were not always properly

1111swered, e. g. discovery of 1-97 and contractors' paymt:nL~ for 1997. Answers to Staffs

discovery were often incomplete, vague, and/or non-responsive.

B. Audiotext Services

In TariffNotice 1-95, GT&T filed for an increase in rates without including the contribution

from audiotext services. During those proceedings, it was determined by the Commission that

9See testimony ofMs lagan on pages 58 and 59 ofthe transcript of the hearing of August 12,
1998.
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inclusion of the audiotext contributions would eliminate the need for rate increases. Although GT&T

did not agree with the PUC decision in that filing, GT&T has included the contribution from

audiotext services in this rate filing, but the margin and total contribution to GT&T had dropped

precipitously from the levels existent in 1995. A detailed investigation was undertaken to determine

the causes for this sharply decreased contribution.

The following summarizes our investigation into audiotext services:

• Certain actions of Senior GT&T management personnel appear highly questionable.

Payments to audiotext providers take an irregular form. Instructions to provide payments are

provided on blank sheets of paper to various persons in the hierarchy required to make such

payments. There appears to be a complete lack of understanding, or even a willingness to

inquire, as to where these payments are going and to whom these payments are made. In

addition, mre of the principals of the major audiotext providers use!: .l~rivate jet for his

private travel purposes, is invoiced for the use of this jet and an informal offset is requested

for these transactions from monies allegedly owed him by GT&T. lO From a business

standpoint, these actions appear highly questionable and it would be much more appropriate

if ATN directly made the collection from this individual rather than the method currently

employed. We could not ascertain from the depositions whether the expenses made f~~

audiotext are legitimate and made to legitimate persons. In our computations in this

IODeposition given by Mr. Statia Deputy General Manager Legal and Corporate Affairs on
August 13, 1998 and found on pages 21 and 22 of the transcript of the hearing.
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proceeding, we have assumed that the audiotext payments are legitimate. To the extent that

the PUC wishes to make a decision that the legitimacy of audiotext expenses have not been

established and therefore should be disallowed, G$ 3.7 bilIion in audiotext expenses would

be disallowed as an operating expense.

• GT&T semor personnel could not identify by name the President of Beylen

Telecommunications, the largest audiotext provider. II The Deputy General Manager, who

is responsible for making payments on the audiotext contracts, could not recognize his

signature even though Mr. Noble frequently requests payments to be made not only to himself

but to others on his behalf 12

• GT&T has contracted to operate audiotext services with four audiotext providers whose

equipment is located on GT&T's premises, but could provide no information on the business

credentials of the principal u~J.~""ers of the company themselves. Even worse, the pra{;i.:"""" vi

inviting companies to locate on GT&T's premises without first investigating them to establish

their bona fides seems to be extremely irregular and not business-like, particularly when the

government of the country is a minority shareholder. 13

llSee pages 32 and 33 of the transcript of the hearing of August 12, 1998.

12See pages 32 and 33 of the transcript of the Hearing of August 12, 1998 for the deposition
of Ms. Jagan, Deputy General Manager, Finance.

l3See pages 80 and 81 of the transcript of the hearing of August 11, 1998 for deposition given
by Ms. Jagan, Deputy General Manager, Finance.
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• GT&T raises invoices on itself for services provided by the audiotext providers. We have

been informed that there has been no dispute or investigation of the amounts provided to

Beylen and that full reconciliation occurs without adjustments. No audit trail exists for any

of the t.ransactions and no independent verification could be had. Even the phone number

given on one of the documents for Beylen Telecommunications was out of order when called.

Serious doubt of the appropriate contribution to GT&T has been raised by these items. 14

• Faxes sent to GT&T (on which large payments were made) showed neither evidence of their

origination nor the signature of anyone authorized to instruct that such payments be made. IS

Specimen signatures of persons authorized to give such instruction could not be produced.

14See pages 12, 13, 14, 19 and 40 of the transcript of the hearing of August 12, 1998 for the
deposition ofMs. Batson and Ms. lagan.

lSSee pages 20 - 27 of the transcript of the hearing of August 12, 1998 for the deposition of
Ms. Batson.
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C. Affiliate Relationship

One of the largest expenses in the test year is advisory fees that are accrued and paid to ATN.

Staff investigated thi') item and the relationship between GT&T and its parent ATN. The following

summarizes our investigation into this matter:

• Not all payments on behalf of ATN were charged to ATN, e. g. some payments made on

behalf of Mr. Humphrey were charged to GT&T.

• ATN is being paid advisory fees, which according to GT&T is in keeping with the practice

of the industry in payment for services provided. GT&T has also paid expenses on behalf of

ATN, but has not charged back these amounts to its parent.

• . No invoice for services rendered was provideci w uT&T oy ATN.

• GT&T could not provide a detailed list of services and related costs that would tie to the

amount of advisory fees; and

• GT&T did not perform any meaningful comparison to justify these charges as reasonabl~

compared to services that might be performed by other agencies.
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To summarize our investigation into the practices and procedures of GT&T: Poor internal

controls were'found, especially when involving GT&T affiliates, making suspect the assumption of

the reasonableness of the costs to provide services.

X RECOMMENDED FUTURE PROCEEDINGS

We also recommend that the PUC consider further investigations into the policies and

practices ofGT&T as a result of what has been discovered thus far. We suggest that these issues be

addressed by a separate and distinct investigation.

1. A complete review of the accounting and financial systems. GT&T auditors should provide

recommendations for appropriate checks and balances to prevent the loose accounting

controls and irregular affiliate transactions.

2. A complete review and documentation of current accesses to the system by ATN personnel.

A description of what is currently allowed and recommendations for providing stricter control

of the system from Guyana, and consideration of the propriety of access from foreign sites

should be examined.

3 A review and documentation of the amounts paid to the audiotext providers and a complete

reconciliation of current and future audiotext revenues and expenses. Such documentation

would included investigation of current and proposed contracts with these providers and
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establishment of a complete audit trail for these transactions. The Commission should have

all data needed to ensure that the amounts paid to the provider are consistent with the

contract and to establish an audit trail for the minutes attributable to the revenues.

4. An investigation into whether GT&T has transferred profits to related or affiliated interests

in order to raise rates and avoid Guyana taxes on these services. This investigation should

include whether any of the audiotext providers are in any way affiliated with GT&T, ATN,

the primary shareholders of ATN or any entity in which the primary shareholder has an

interest.

5 Staff recommends that billing for all GT&T calls that are time sensitive should be billed less

than one minute. This would include all inter and intra exchange calls as well as all outbound

long distance calls. It is our understanding that in order to accomplish this billing change,

additional soft",,,,u ... ,md prugramming may be required. In addition, this r~';;v:.::i.1I:mdaLion

would have some financial impact on GT&T since, at the current time, GT&T bills and

collects for all calls rounded up to the next full minute of use. It is our recommendation to

the PUC to have a full hearing on this issue during the amended rate filing. GT&T should be

instructed to file all information with regard to the following:

1. All technical requirements to institute billing on a fraction of a minute basis.

2. The net investment required to make the change; and

3. The net financial impact on GT&T from implementing such a change.



This information should then be appropriate reviewed, commented on and a final decision reached

by the PUC in the amended rate filing.
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