
ANNEX 1

Thi!i Acr:eGTO'3il::, d~i:p.d as of J~,mw:ry 28, 1991, \.'
( Qnc'?l:'I~d into b

1
Y ancl bot\.,,~en ATLJ\N7rC TCLi:-NETI·'IORX, HIe',

'
I .(II AT N" ), (J GI-! a "" are corp 0 rut i c' n, GUYA.N f.. T £ LS l'H0 ;" E (\ND 'f 2 L!:: (; HI, t' I i

·C:)!·lF',\NY LHIITEi.>, () Guyana co!:pcr ..~tlon ("G.T. &: '1'.:1).

A. ATN tHIS otriCfU'S, dil:'{!ctot."G and cOI't11!lt,ant.:s ,)(,
it:.; disposal wt10 c"}t"Q tr~in~d lind exp'!!t'ien<.:cct in tl)!.'~

tele-communications field ~n.d W'h~) <lr~ fc\;T\ilL~r I-dth th~

c::onomical and oCCiclel1t oL(.}~nization, d~veloprn':!nt ond
operatio~ ot t~~e-communicaticng sY$t~ms ~nd s~rv1cc5. T11i~

s'-:c.LC :-\05 exte:l~:i·..... e exp2ri~nce :n n.nr.nc-a, 1,;-,.,.", "c~oLtntii17.

r'':Cjul!ltory, mat."ers 2.nd th":! c1'2V2loplil~n'': of comr.1unlc~ti(l;js

-~)·,;-"·,,,:-us' "c,..' 'I'n"n;- ~nd "'':l·-';J.'"OCl -."I'~'·(·1"" ""')":J\.' ci,<:-\cr tr1aL..I. ,I." .~ _. !. (".'..... .., ."- # I _ _ ~ ~ _ ... .. _ _ C",v \.. 1.;-. }. C.\.~. A" • J . I • ~. • ..

\:~·.::.noloCjic21 i .. ild rcgulato::-y <::nvi:rc·~lin<;:n~·. tlf.f~cting 'th~

tnl~-commun~catLon~ inctustry.

B. Accordingly, A'rN is in II posit.ion to render
'/2.1u".ble assistance in the solution of the various legal,
tlnanci;,)l, Dccol.mting, technic()l, engineering, deV~lopma~1Cill,

cCflliilistrativp.. and requlatol:'Y pr.ob).~ins ''''hich may at'is~ {r'vm
tUlle ;;:0 tilne in the optHation by G.T. &. 'T. of i.ts t~~~phc,nr~

b\.tsin-:ss, which Clssisti:)nce \,Iill be ccndLlcive to the cconcmlc.-:l
wrlO sfticient dsvelopml!nt and oDel;"p~;ion of G.T. & T. 's .
tel ~ p 11 0 r. e s ys t c~ 11\ <3 nd 'W U lenh a 11~;e f i to s" c3 b i 1 i t Y top t" 0 v ide
d0[)':"/)6abla, stClte-of-tt)~-aJ:"t 't'2l~f;hoi1~ .5~rv.lc~ tC) i.ts
S L: :J 5 S j.,' J. b e r 5 •

C. G.T. & T. desires to Qvail itself of the full
advn~tag2s of tt\e technical, professional and financial advice
and cooperation avail~b14 trom ATM.

Now, therefore, 1n con3iderc':.,tion of the n~citaJ.5 and
tn~ mutu~l agreements, p~ovisions and covenants herQin

'Co:ttained,' it is agreed as follol'n~:

Section 1. ~!U:Yi.£!'~t.u.LJ:j~Q_Y.lcl...F,\c.1 Q.y_.....'\TJi. A'i'l'l
d~r~=1 ~o provide th~ to~lowln9 ~~]~lc~~ to G.T. ~ T.

( a ) To l< ~ e p G. T . & 'I'. 9 e n e ,( Do lJ. yin form e d a;3 tot j1 C

progress made in the d~veloprnent or th~ scienca and art or
t<2 1<3 -commun iea ':. ions "nd the a ppl ica t ion the reo f in Clctua 1
practi.ce, ll.nd to keep i'c' advised aa to devcloptr,9nt& fot" the
p=offiotion of 8frici~ncy, economy or s~rGty in the construction,
installation or operation of te~~-Gommunication systems.



(b) To give advice and assistance in all b~anchC9 oC
tile 0I?erations ot G.T. & T., includirlq enginsering, plant,
trClf(l.C:, commerctc:l, labor relations, employee b(::neC'it:z:,
s t r (, t Q q i c pia n n i ng, u C <:: 0 l: n tin g (1 n c: 1 udin9 a 0. 'I i c (? c:1 nd (l ~ f> i s t·, ,.~ n c (!

in connection with the aUditing of accounts) I ca9h man~g~m~nt,
lcqcd, Cldministrutive and other tndtt'S~S, such "ldv'ic~ and
assistance t~ be rende~ed by ~7N through personal contact,
thlougn the lssuance to,G.T, & T. of data, memor~nda or
discussions i1nd conclusions, incl.uding bulletin!3, books,
circulars, letters and throuqh the pe~fo~manc~ of spacific WOl~

in cases,where the magnitude and compl~xity of the p~ob19rns

i~volved render SUCh, specific work necessary ord2sirable.

(c ) ,\ t the r e q'J est 0:: C. T. & T., t 0 ~; up ::'1). y C. 'T:. ,~ T 0

1,,11;~il rilanuqeriCll or t~chnical p!::rsonnrd on ~ pe,t"'':~i:.LfiI~ or
f ... ;.J.-tir;\El be,sis.

( d ) 'l' 0 ;? d vis C:.! a nc.J ,.~ 5 S i :3 t G. 'T'. I, T. .i. n '~ h ~ r: 0 :;. m" ''':' ,i 0 1'\

a::d estClblisiime:nt at rate schedule'.

( e j To CJ i vee. T. & T. a d viceon q:u '3 ~n: ion s 0 f b \.l sin esc:.;
pOllcy 2.nd ('~Luti.onships ...,ith cu:;tom~r's, empl.oy'.:!~:"l and t;lQ
l)llbJicqenet"('Jlly, advi.sing C;. .:J t<? th.., t.ype. c.nd <jlJi.\lif'iciH10T)!i o!

~ p'2rsonnel raquired in Yi:lrio',Js d'2pal,'"tm~nts, Dnd, wh~n d~em~d

1l2CGSS~ry, to se~)< out, irwe!!tig'·'l? the .qlJ211ific~\tlons of and
urrc.nge for the ~filploymC!nt by G.T, &:.'1'. of ~xpt1rHmced

enc;ineerG, accountantf>, commorci~f p(?rsons cHId ot11Cl' qUI)liClc:d
cmployeefl. '

(0 'Po ~-'.'::;ist G.T. [. To in an,)lyzing its l~gal

p r (i)) l. e Insancl rig h t sand t 0 5 e 1 IJ C t 0 u. t sid e co L\ n s ~.! 1 fro tn \:. ~ met. 0

t;,:\'t''3 ....11'0 J1C1ve th9 exp~rtis'2 to hc,ndle $IJch problem.G.

(g) To assist 1n the d2velopm~nt and imp~ementQtion
at n';.:'..,' tele-comm1,.:nict.tions pr:oducts ~nd servic'~s, includ1nCJ
c<.JIl\:racts~with internQtionul telephon~ companies .

.,

(h) To ~id in ~he instruc~ion of C.T. & T. personnel.

(i} To qive ~d~ice in connection with all cl~s~e8 of
1 j; S \.\ r f:l nee and I Iv'l'. e l:"erequa 5 I.:. e d by G IT. 0. T. Ito P1ace ), nsur ~ nC e
;"0:' lile ~ccoun'': of GoT. £:, T. and prepar2 appl~cations ilnd.,
sci: -:; c.; u 1est:her e 0 f, and lin cas 9 0 flo s s, ton:.vis ~ a 1"'1 d f i J. G

proo:s or claim and q,9net'ally to assist in the ·coll.ection of
c 1 21 i Til 5 a r i sillgun d. e l::' sur; h i n 5.\.~ r c nee,

(j) To advise and assi5t G.T. & T. in the adoption
cn~ ~pplication of an ad~~late modern system of accounting
5 Ui.L ClJJ 1 e to the spec i ~ 1 r e qtd.re tnant s 0 f C. T . (., T.

- ..,- '.



I, ,. I -
.' ·r

(k) Ft:"om ti.ll1~ to tiil\e, to giv::l advic(-l and dr;.si5':.~\nl::~
as ~o the (orm "nd l':1f!thods of. Dny financil19 C~q\.l.i.i:';~') t.Ci 1Y'~ GO'IG

by G.T. & '1'. \n.connect.i.on l..Ii''':11 t:h~ extonsion, (J~velCl.?I1'~·):: 0;'

~J1',;';:-OYrainent: of lts system, and in connection \·d;:;·) Its, :':i.:"'.a',IC~:~

111 gl2nerali and to qi.ve such a!'lr,is~',anc:'a Zls i.t.is c.1:'le to t',~;'\c'\'~;:'

ins (! c \J ri n g for G. l' . & 1'. tun c' .3, 0 nrc a !i 0 nab i e t e rom s, a s ~ nd
when nEleded ~or new constructiOI"'l C',nd other expenditut"es, but
;-,0'1: at any tl:1lQ to Zl 9t"eater- extent thz.n th13 then condition ot
the finances ~nd credit of G.T. [.1". :nay permit.,· as well a!: t()

render ~ctive assistance in marketing such securities of
G,T, & T. ~~ G.T. & T. may fram time to time undertake to
lS~~8, and such othel:"n~ceszarv financial ~s~istancc in th~

pr:::mises as will b~5t t€nd ':':0 ~:':!rve t.hQ intC?cE:!st.s of G.T. & T.
a n ~~ 0 f the 9 e n e ;:- a.1, pub 1 i c .

(). ) '7' 0 S1;' v 0 0 d vic t1 upo n Jt Cl X Cj"\.l est J. 0 l", S c::. n -::i \: 0 rUt' j l.t S 1\
i n { erma t ion u ~' : 0 COInpar 11 t .\. veta :< Jl;~ \.' 5 a j'''Ij <;. S ,: 0 ,..;: il ~ P .... ,~ c t 1c -e r:
"' c 1 ~ t i rig t 11 2 l.' e <: 0 Go n d the p t'" ~ C E d ~ n t 5 ..., h ,t ch i1 a v ~ O:::? i) : : ..

established, sup8~visinq the prep~r~tion o( all ~~h~~u·Le~,

repoi.-ts, returns or ccrt.iCl,c~l:.es [·cquired.

Section 2. Payme~2Y- G, 1'. & L G. '1';' &.'1'. a:"Jre~"1:,
,( c.) To pay to i\1'N a mon'th t'y fee for th:~ s-arv 1ces

") 7"" r end ere d 'b:y G. T. & T. h e t' eu nd~ r " i n t Me i:l In 0 \l n t .0 r:. 6·'li 0 t'
G.'I'. & 1'.'5 toted operating revunucs. G, T. " T. tlC]l:'ees t.o
furnish to ,A,TN proper staL(;:Jnorlts (rom t.o tili\!? ot' ~Llch toti~l'

o~2rclting revenues.

(IJ) To reimlJursa ""['N.·, or:' any of its aCfil.iaces, for
th2 sal~ries and expenses of ~ny emploY2~ (including the u~udl
ov~~h~ad ch~r~~abla in such c~ses), and for any m~~~ri~ls ussd
\.) ~' S \J C h '€ 10r J. 0 y e e s , ( i ) .i n c a ~ ~ ~ "'" lL~ r g sueh. e IIIp10 }' e '3 S ~ X' e
5 U Fr ). i e t'l \ toG • T , l-: T, a s con t emp 1ated b~, Sac t ion, J. ( c ) h ~ 1." ~ 0 f
~ilcl (j,i) in cas~~ where it is nacessary"in cQl"rying out ATN'~

obligations under this Agreement to send or maintain emplo¥~es
0: i·l,.'i)r~, etther in Gl...ly:\n.a or e~.se",/he:-e, outside of thg J.ocat.10i1:::l
~~9re they are habitually employed.

(c) To rcimbvrs!3 J\TN, or ony of its affiliates, '.L~.r:

th~ fees and expenses of all attorneys, accountants, or other
p)~Clf8ss.lon~ls as m~<,y be engaged by ATN, or uny ot its
<: 1..';: il i ate s , from t i H\ e tot i m~, toperr 0 r.m eP Q C if;' C 6 e rv i c ~ 5 for:
CT',T.

(d) All amounts payable hereunder shall be payable to
ATN in U.S. Doll.ars at an acco\,lnt or accounts cl.asigncted by ATN
from time to time by I,o'r.ltten notice to G.T. & T ...

..._\"
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", ':- I.' (" 1-·1 r- h j t: 1J r r. HI" f'--. n H r. r. 1..;J """ -, ....

5 e c t ion J. Tem. l'his Ag r" e e m<? 1\ t S hal 1 bed nd rem a 1 n
In ef(ect from the date aC this Agreement until Oecamber )1,
1995, and from year to year there~fter unle£s o~ until
tcnninated by either party by \oIritten noticG to th'3 othC!r purt)'
c;iven not less than three months prior to Decem.ber ')}, 1995 or
u~y sU~6equent December )1,

IN WITNESS Hl-IEREOF, the p~rtiel:i hereto have caused
this Agreement to bG executed under their re~pcctiva corporats
scal~, as of the d~tc and year herein above first But forth.

Al'LN-I'l'IC TELE-NF.:TWOnx, ..k:J,l,
.-'....,,- , .,,' (\

./ " '\/' . ,~'7 /",\ 'k
/ /, .;...,~..... , ' ..

, t t.~r.~-:'.·'-:-:··~··":'";·_------'" ".
/ _.~.,",.'." .:: ~ . ",. I' '.....

I r//.~""',..# ,.,' .' .,,~....~r~..•,;, ii,'

"' \.' (: "i' ../ / \::-:~ .. c;/ . . , i IVJ. • __ ~,,::::,,,,,, ---_. • _
_._' ;:,:;r- I I

(J
GUYANA TELSPHOi-1E lv';() ri".::r..EGR..\PH

\. Oi'l P )\;'1 \' LrNrTE:O

-_..------Ay:
I
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ANNEX 2 (a)

':·Gt&T ··ijbngafiot(fo pay'6%
,a.dvisorYfees to ,ATN was an

integral part of theprivatisation deal
Dear Sir,

I am writing in response to
the lettet by Mr. Joseph A.
1'yDdalI ~oaed 'Th~ 6%
advUor'y fees (or ATN were
not in the' purebue aiJ"C~

ment" (SN.'2SIO 1/00) in
wbich beusertJ that the
a~ of GT&T to PlY
6~ advisory fees to ATN was
not properly' -luthorized by
GT&T IDd wu not '&reed to
by the Government of
Guyana. These assertions are
false. '

I am an attomey currently
repretentins ATN, mod I rep
mated ATN in 1990 and
1991 when~ lIfCCQ1ents by
which ATN~ its.1we
interats in ara:T were nce<>
tilled and concluded. The
facts are u foUows:

The Purchue Agreement
between ATN and the

I GovemmeDt of Guyana
(GOG) recognized that ATN
would be providing a wide
variety of m.anaaeriaJ ser
vices and know-how to
GT&.T &.& GTolT moderniud
and expaaded the antiquated
telephone networlc which il
was ~uiring from the

• GoverumeDt owned Guyana
TelecommUDication
Corporation. Early drUts of
the Purchue AJfeement
specifically. provided thlt
ATN would be entitled to an
advisory f~ for thete ser·
vices equal to 6~ of aT&T's

r revenuea. The final Putchue
i Agreement wu changed to

"/ elirni":,~~fic 6% fee

arid to provide that the adviso
ry tea payable to ATN would
be "in sucb mlounll as the
Board of Directors of OT&T
shaIl approve'!; This chanJe.
wu made to rrilect the ract
that both ATN aDd the 000
belined the OTIcT Board of
Dircct6~ should approve the
fee. It WIS ~learly Wldcn'.
stood. however. that the fee
which would be.ubtnilteU to
the OTelT Board would be a
6% fee.

Indeed. at the time this
chan,e in the Purchase
Agn=emeDt draft wu marie.
ATN wu comp1etina its
neiotiatioD. with Northem
Telecom International
Finance BV (NTIF). and
NTIF wu relying on the cuh
(Jow which ATN would gen
erate by this 6ClJ fee in eval u
atiDg ATN'. Ibility to repay
NTIF. As Mr. Tyndall notes in
hi. letter. the acquisitlon
f~cing agreement between
ATN and NTIP expressly
required u a condition to
NTIF's lOaD Uar aTotT "shall
have entered into an agree·
menl . , . punuanl to which
[ATNJ will provide certain
managemcDt .ervices '-.10
GT&T and OT&T will pay
[ATN] I f~ ...equal to not
leas than aU per ceDt (6%> of
the qgre,ate grol8 income of
OT&T'.

This llequisition ftnancing
l~meDt WIS shown to rep
resentativ••. of OOG in
advance of the January 28.
1991 tnnsfer 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
OUYIUlI actin, on behalf of
the Attorney General of
Guyana.

Moreover, CODtrary to Mr
Tyndall's assertion, the adVI

sory f~ asreemcnt between
GT&T and ATN wu duly
authorized aDd executed 00

-behalf ofGT&T.

on January 28. 1991, al a
closing held in my offices ID

New York City, the Board of
Directors of GT&T was
reconstituted to consist of
four pe~ons designated by
ATN and two persons, Mr
Edward Mortimer Downer
and Mr. Patrick Chandra
Bahn Persaud. appointed by
the .GOG. These persons
unWmously approved the
advisory contract betw~D

OTkT and ATN with its 6%
f~. unanimously appoiDted
Mr. James Kean as general
manager of GT&:T. and unan·
imously authorized Mr. Kean
to execute Ihat agreemenl on
behalf of OT&T.

Accordin&!y. the ~ord IS

unmistakably clear that
·.QT&T's obliption 10 pay

6% advisory fees to ATN was
an'intecraJ part of tbe agree
ments by which ATN made
its -.investment in GT&T and
WllJ well known to and
approved by the GOG in
January 1991.

Voan talthtuUy,
Lewlt A. S~m, P.C. t •

~,d,



ANNEX 2 (b)

) iJ:J:! () lJ I 20: 39 FA.\: 592 2 71398 C :\ A

How could tt'e Board 'ot':'(iT;4T"I)"y;e,.approvea
«w~;'?- the advIsory fees contract:beforethe

/cc,' completion of thesales'transBctlon?
f"
I
I
I

Dear Sir,
I am respoDding to a let

lU by Mr u-wis A Stem,
PC <Ul anorec:)' represent
l.llg ATN, captioned 'OT&T's
JbiJgalJOn W pay 6% ad,viso
r:' fees to ATN w&s an inte-

I gral pari of the pnvitlsation
deal (S.'-; 25-0 !·2()()()).

Mr Stern a~cs with me
J1 J I L'1e purcblLSC agreemenl
doc, nOl snpul6te a six per
~eDI fee, Secuon 6.\ 0 of the
agreemeot stateS as foUows:-

'W1lere GT&T has engaged
ATN or ao)' of iLS subsidiaric::;
to render aD)' managemenl
s.ervlces. GT&T shalJ pay fees
10 fO!Clgn CI.lfn.DC)' io sucb
dlIlOWlLS iU the: board of direc
ton of GT&T 1h&ll approve:.

However, Mr Siern~
to believe that GT&T's Board
Is free to set the fee at whit
ever le'l'c:l Jl chooses, Here we
part com~y, for reasolU tbAJ
WllJ appeal llUer.

Mr St.ern is corr~t in say-

IIIg that an eatlier draft 0 f !.be
a&Ieemeut (which was iD.i.
tialled by the hc:&d:J of the
Guyana and ATN DCiotiating
teams. oDDecembcr 18,
1989) included a specific six
per cent fcc, The draft was
sent to me in WlilUngton DC,
a few days lat«. and I wu 10

alarmed by some of iu provi.
sions, thai I wrote to Pruident
Hoyle, suggesting that he
sbould suspend further actiOI1,
to iive me an opportunity to
Pl'elCDt my views. The PreIJ·
deDt~~ my IUQettion
and. after l'lCCiviq from me •
fifty-ooe PAle comment,
0I1iered tha.t the ~e:Dt be
re-negoti&1od.

One of the teemJ of the
draft that I found mo&t objcc.
tioDAbie waf the six per cetll
advisor)' fee. I wrote, Uller
ali&, that the arTIDieaumt WIS

"littJe marl: than a device to
enable ATN to ex tncI I

greater swplus from its

[GTe'.] oper&tiODS." Me
~ baa ~D.fi.rme4 ~ opw
ion wbcn he wrote 'that:
"NTIF wU': ~lyi;ngon the
cub flow· which ,i\TN. would
genentc: 'by ,this six W CeDI

fee in evaluatiD& ATN'S abili
ty to repay NTIF."

Whalia most iDcrWblc
about the adviJory ~ COD

tract, "which was signed, on
January 28;1.991, 'was that the
six pet eau fc;e is ~~a..P~ to
ATN. ,after&1l, repeat·aU,
~~'byA:J;N.iD
providiDi ~c urrvicca,
inl;;1.udini overi1ad cqlell.$el,
nave bCen paid for by OT&T,
GT&T ia livins IW'aY &ix per
cenl of, its iI'OlIrev~ua for
ablOlUtely .noWDi i.e rl:tw11.
Moreover. the fee is payable.
irtapectivo of the amOWlL of
&erVice pedon:ncd or even if
nO MrVice is perlon:ned. Mr
Stern should~ whether this
sta1emcnl i.e faJ,M. His claim
lbat the government of

c.; uyana h&d agreed, behicd
the scenes. to thu flauaoL
exp!oit.&tiJ:>n of the Guyaoes.e
people is. ~QUI illdlctmeol

Mr Stern claimed, that "the
ac;Ivlsory fee agreemeol was
duly authorised and executed
00 belWf of GT&T." For Uuo
to be: tNe, he must resolvc: Lhe
following enigIllll: 4f wc: ad vl

sory fees contract bad to be
sign4:d aod delivered to the
lender (NTIF> before the loan
could be approved and dls
buned LO ATN, and if the pro·
ceeds of the: loan b&d to be
paid over to the GOG, before
ATN could acquire its 80%
cqwty,sh&re and its ~oO'oJ of
OT&T. how was it pa.SSlble
for the Board oftbe privaused
GT&T 10 be legally coastiru[·
od for the approval of lbc ~n
IJ¥I and for Mr Ku.o 10 Sign
the coatnet in me capacity of
General Manager of GT&T

Tum to page 7



, .

HOW COUJO rne Boara of (iT&T have approved
. the advisory fees contract before the .

completion of the sales transaction?
From page 6

befor~ the completion of the
sales lnOsaction?

Pre~eDted io a more
schematic way, tht': s«juence
of events WlU a.s follows: (i)
sig:nillg of advisory contrlcl
by Mr Kean on behalf of
GT&T: (ii) deliyery of lldvi
sory conrrac! to NTIF; (iii)
approv&.! of loan by NTIF; (iy)
paymeol of JOM proceeds 10

ATN: (v) tn.elter of 10lUl pro·
ceeds by ATN to OOG; (vi)
aC'lUislllon of shares and con·
lIuJ or GT8cT by ATN. It is
only ~fter stage (vi) that Mr
JMm~s Kean eQuId hllve
assumed the post of General
MlIJlllger of GT&T. with leg&.!
iiuthurity to enter into agree
ment on behalf of the compa
ny I find it logically lIld
I()gisll~·i'lly impossible for Mr
Kean to sign the agr~ment at
stag.. (i). as the General
Manager or GT&T, which
wa., obviously M slate-owned
corporation until stMge (vi)
W<lS <.:ompleled.

Th~ Acquisition Financin(:
Agreement (AFA) is an agree·
m~nl ~)(clusively between
ATN :l11d NTIF. Nothing can·
t:llned in that agreement could
I mpose an obligation on the
Gov~mment of GU)'lUlli or on
GT&T and its consumers. I
tail 10 see Ihe contTllctual rei·
eyance or lh~ Solk-ilor
General's opinion to the AFA.
or 10 rhe AdVisory Fees Con·
lr:lct

OT&T's licence a.nd the
PUC .o\~·l require the commi.'·

sion to aoZlour the pun:hue
agreement (which does Dot
stipwte 0 lix per cellI fee)
aDd lIDy other ~11l that
exi'li between government
and ¥ public utility or an
inve.tor, There is DO other
ajp"OOt:nent b.tweeD the ,OV

emment and ATN and DaDe.
aJ far u I am aware, between
the government and GT&T.
The commiaaion b.u no obli,
ation. under thi.· m&D0at.e. to
hODOur Ally other apwmc:nt.
Deithu the AFA· oor the
Solicitor's General OpiWOD,
even if the latter could be ele
vated to the ,latus of an .gree
ment.

The Public Utilities Com
mission does not have the
IIUthOrity to tell OT&T what
price it should pay for goods
and services procured for itM
business. ThaL i' • preTO,aLive
of ilS management (or its
Board). In this SClUe, there is
nothing unusual about the
provi.ion cootaioed in the
purchase .greement. which
SOyA that the board shali fix
the amount of the fees. BUI it
is reasonable to expect thaI
the directors of a cOl'OpOJly
will not approve the payment
of l.Uljustified chuges to the
company's suppliers, whoever
they may be.

The commissioD has a
statutory duty to di.aliow aoy
cost. or any portion of • co.l.
that it coosiders 'unjustified
lUld unrea.sonable' for rate
rowo, purpuses. (Section
35( I) of the HiC Act). All

disallowed cosll are below
the line ite1nS, meaninS that
they, lave to be chuged
&JaiDlt lharaholders' profiu.
Thi. authority i..a at the hcan
of ra.t.e of return ~oo.

There are thOU.aDds of
reported decisioDJ of reguJI'
lory cornmiuiona and courts
in the US .taLe and federal
SySlellU. approving or con
fitmi.D, such dUAlIowanee•.
Mr Stem doo& Dot have 10 go
further than the US Vtrgin
lJlands for commi-nion and
COW1 dccisioILS against VIle!·
co, aD oriJi.D.al subsidiary of
Am. He will find that the
VUJin lalaods public service
commiuion rejected an
asrcement between Vitelco
and ATN for a similar six per
cent advisory fee.

There is one final hurdle
for Me Stern. The imposition
of a chaIse aD consumers. thilt
is not matched by any value
received.. liS in the cuc of the
six per ceDt advisory fee.
amoWlU to confiJcalion of the
property of consumers. Just as
the fiX.ini of rates that do not
allow • utililY to recover Its
COII& amounLs 10 confiscatIon
of the capilAJ of the investors.
GT&T i.s oot a lAX ILIthority:
it is a service agency. Guya·
nese enjoy the same COlUtitU·
tiow protectiOD against con
fiscation of property I.S citi·
zens of thc USA. No cootract.
no s,taLutt, ean overridc the
conatitutioo.

Youn raJthtuJJ)'.
Jo.epb A. Tyudall



ANNEX 3

EMBASSY'OF THE REPUBLIC OF GUYANA
2490 TRA.CY ~LACE N.""
WASHINGTON. D.C. 2O<:X>J
~:<ao21~

Fex: ca<n:> Z3Z·\~97

THE FOLLOWING ARE mE FACfS AS THEY PERTAIN TO AUDIO TEXT OR
"X-RATED PHONE LINES" SERVICES IN GUYANA, AND THE GOVERNMENT'S

STAND ON THE MAlTER.

1. The Guyana Telephone and Telegraph Company Limited (OT&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 Oover4ment is conccmed that OT&T is dtpatting &om the stated objective
of its JiceDJe to operate tr..e business of providini telephone facilities to the people

. of GuyanA, and is in fact making its business mainly one that provides audio te~t

services to customers outside Guyana. (As the article admits, persons Jivillg in
Guyana have no aoce-~ to the audio text services of aT&T). According to a
release issued on May 7, 1996 by the US company, Atlantic Te!e--Network, Inc.
(ATN), the principal sb3reholder of OT&T, during the three-month period ending
on March 31, 1996, a total of 63.9 percent of the lnteroationai call tninutes
through the (iT&T system was taken up by audio text services. The figure for the
corresponding period in 1995 was S1.6 percenL While audio tim 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-occupadon with audio ~;lCt

service is not matched by a commitment to fu1filliog its ccntraetua1 obligations
regarding expansion of, and provision ofb8sic telephone service to Guyanese. In
fact, these obligations are neglected and this has necessitated the filing of a
complaint by the Government against G'r&T before the Guyana Public Utilities
Comm;uiOD, regarding the company's continuiDz failure to implement an
Expansion and Service Improvement Plan that was COLtractual1y required to be
fulfilled some 19 months ago. The Government, from time to time, bas directly
made known to the company its displeasure at the company's increasing focus
and reliance upon audio text services. Government J10minlted members of
GT&T's board have also repeatedly voiced these C<r.1ctmS 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 25 years - the
new Government wrote to OT&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 ~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 such 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
aomestic rates and approximately 92.9 percent in international rates, in order to
eare their contractually assured 15 percent return on investment.

6, On this argument by OT&T, the Government is of the view that it will be the
Public Utilities Commission of Guyana that will make the determination as to the
necessity of any rate adjustments, consequent upon the tennination of GT&T's
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 arc provided for audio text
services. One public hearing on this matter has already taken place; another
occurred on September 24, 1996.

September 25, 1996
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ANNEX 4

EXTRACT

From

Report of the PUC Staff Regarding Permanent Rates

March 1999

TariffNotice 1-97

{Th Report was prepared by the Georgetown Consulting Group, a Connecticut based firm of

regulatory consultants, and the PUC staff)



IX ADDITIONAL FINDINGS

A Lack of Accounting Controls

• 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 of what 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 lim Heying) continued to be used on letters authorizing payments to the

Bank. of New 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. lagan 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 lagan, 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 Virgil I Islands respectively and who work out of those locations, have access to

the information ;ystem of GT&T. In the case of Mr. Hemmingway, the access is to the

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

SSee page 21 of 1he 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 of Ms. lagan on page 74 of the transcript of the hearing of August I 1, 1998.

xS ee testimony o'Ms lagan on pages 61 and 74 of the transcripts of the hearing of August
I 1 and 12, 1998 respecti ...ely.
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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 of the company regarding its contractual services were not always properly

hllswered, e.g. discovery of 1-97 and contractors' paYTT1enL~ 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, VIle uf the principals of the major audiotext providers use,!; ..i ~:;-ivate 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. 10 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 for

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 billion 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. 11 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 uu~",ers of the company themselves. Even worse, the pracL;",,,, v;

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

IIS ee 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 ofAugust 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 ~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. 15

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 of Ms. Batson and Ms. lagan.

15See 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 thj<; 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 to (iT&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 reasonable

compared to services that might be performed by other agencies.

22



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 of GT&T as a result ofwhat has been discovered thus far. We suggest that these issues be

addressed by a separate and distinct investigation.

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 ofwhat 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.

J 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 da~a 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\"fQ.l'" lind prugramming may be required. In addition, this r~~v;,:;jl~ndaLion

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. AJI technical requirements to institute biIling 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.
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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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