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Report of the Public Accounts Committee on the Report of the Office of the Auditor
General on Information and Communications Technology Authority 2015/2016 Accounts

REPORT OF THE STANDING PUBLIC ACCOUNTS COMMITTEE
ON THE REPORT OF THE OFFICE OF THE AUDITOR GENERAL
ON ICTA 2015/2016 ACCOUNTS

SUMMARY REPORT

1. REFERENCE
The Standing Public Accounts Committee of the Cayman Islands Legislative Assembly,

established under Standing Order 77(1), met to consider the following Report prepared
and submitted by the Auditor General:

Information and Communications Technology Authority (ICTA) 2015/2016 Accounts

2. DOCUMENT CONSIDERED
In accordance with the provision of Standing Order 77(3), the Committee considered the

following Auditor General Report which was referred in the House of the Legislative
Assembly:

= Report of the Office of the Auditor General on Information and
Communications Technology Authority (ICTA) 2015/2016 Accounts

% CHATIRMAN AND MEMBERS OF THE COMMITTEE
The following Members of the Legislative Assembly are the present Members of the
Standing Public Accounts Committee:

Hon. D. Ezzard Miller, MLA - Chairman

Mr. Christopher S. Saunders, MLA - Member

Hon. Bernie A. Bush, MLA - Member

Ms. Barbara E. Conolly, MLA - Member

Mr. Austin Osmond Harris, Jr., MLA - Member

4. MEETINGS OF THE COMMITTEE
The Committee held two (2) meetings to consider the Report:

(i)  Wednesday, 9™ May 2018 (hearing)
(i)  Thursday, 10™ May 2018 (hearing)

3. ATTENDANCE OF MEMBERS
The attendance of Members at the meetings is recorded in the Minutes of Proceedings

which are attached to and form part of this Report.
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Report of the Public Accounts Committee on the Report of the Office of the Auditor
General on Information and Communications Technology Authority 2015/2016 Accounts

6. PERSONS IN ATTENDANCE
In accordance with Standing Order 77(8), the following persons were in attendance at the
meeting held with witnesses on Wednesday, 9th May 2018:

®  Mrs. Sue Winspear - Auditor General, Office of the Auditor General
= Ms. Sasha Rochester - Audit Project Leader, Office of the Auditor General

= Mr. Michael Nixon - Acting Financial Secretary/Chief Officer, Ministry of
Finance and Economic Development (MFED)

=  Mr. Matthew Tibbetts - Accountant General, Ministry of Finance and
Economic Development (MFED)

The following persons were in attendance at the meeting held with witnesses on
Thursday, 10th May 2018:

= Mrs. Sue Winspear - Auditor General, Office of the Auditor General
= Mr. Julius Aurelio - Audit Manager, Office of the Auditor General
= Mr. Gabriel Ncube ~ Audit Project Leader, Office of the Auditor General

x  Mr. Michael Nixon - Acting Financial Secretary/Chief Officer, Ministry of
Finance and Economic Development (MFED)

»  Mr. Matthew Tibbetts - Accountant General, Ministry of Finance and
Economic Development (MFED)

7. WITNESSES CALLED BEFORE THE COMMITTEE

In accordance with the provisions of Standing Order 77(4), the Committee invited public
officers and a former Minister of Government to give information and explanation to
assist the Committee in the performance of its duties.

The following persons appeared before the Commitlee to give evidence on Wednesday,
9th May 2018:

= Mr. Alee Fa’amoe - Deputy CEO & Executive Director, ICT OfReg Cayman
Islands

= Mr. Jeffrey Paul Morgan - Chief Executive Officer, Utility Regulation and
Competition Office

* Mr. Randy Merren - Managing Director, Hurley's Media L.4d

The following person appeared before the Committee to give evidence on Thursday,
10th May 2018:

= Mr. Randy Merren - Managing Director, Hurley's Media Ltd
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Report of the Public Accounts Commitiee on the Report of the Office of the Auditor
General on Information and Communications Technology Authority 2015/2016 Accounts

8. PRACTICE AND PROCEDURE OF THE COMMITTEE (5.0 77(6))

The Committee agreed that in accordance with the provisions of Standing Order 77(6), all
meetings at which witnesses were invited to provide information should be held in an
open forum. This decision was taken to promote openness and accountability in

Government, |

9, INTRODUCTION AND PAC COMMENTS
9.01 The Committee recommends that Government:

1. Ensures that government licencees pay ICTA (now URCO) in a timely way for
their licences.

2. Consider whether consumer protection arrangements are necessary and / or what
role the regulator (ICTA now URCO) can play in setfing prices given Cayman
Islands is 190" out of 196 countries on relative internet costs.

3. FEnsures the regulator upholds the requirements for licencees to provide fibre optic

coverage over the entire counfry.

4, Reconsider the enforcement aspects of the law(s) to enable the regulator to make
quicker judgements and impose higher fines.

5. Ensure that free to air TV programmes are made available to people in the
Cayman Islands at no cost (e.g. world cup matches)

6. Regulate that all cable providers must carry Cayman 27 at no additional cost to
the consumer.

10. GOVERNMENT MINUTE

10.01 The Public Accounts Committee wishes to draw Government’s attention
to Standing Order 77 sub-order 7 which reads;
“The Government Minute shall be laid on the Table of the House within three
months of the laying of the report of the Committee and of the report of the
Auditor General to which it relates.”
The PAC expects the Government to honour the requirements of this Standing

Order.
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Report of the Public Accounts Committee on the Report of the Office of the Auditor
General on Information and Commmmications Technology Authority 2015/2016 Accounts

ACKNOWLEDGEMENT

The Committee is most appreciative of the efforts of the Auditor General and her staff in
presenting very fair, comprehensive and informative Report and for the support,
assistance and constructive advice given throughout its deliberations.

The Committee also thanks the staff of the Legislative Assembly for the assistance
provided.

REPORT OF THE COMMITTEE TO THE HOUSE

The Committee agrees that this Report be the Report of the Standing Public Accounts
Committee to the House on the following Report of the Office of the Auditor General:
SIF 2015/16 Accounts & CIMA’s 2015/16 Accounts

Hon. B Ezzard Miller, MLA — Chairman Hon. Bernie A. Bush, MLA —Member

Mr. Christopher S. Saunders, MLA — Member Ms. Barbara E. Conolly, MLA — Member

Mr, Austin O, Harris, Jr, MLA — Member
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Legislative Assembly
of the Cayman Islands

THE STANDING PUBLIC ACCOUNTS COMMITTEE

MINUTES of Meeting with Witnesses
Wednesday, 9™ May 2018 at 9:30 am

ICTA’s 2015 /16 FINANCIAL STATEMEN'TS

Minutes and vetbatim transcript of the Meeting of the Standing Public Accounts Committee held in the

Chamber of the Legislative Assembly Building, Grand Cayman on Wednesday, 9th May 2018 at 9:30 am.

Present:

Attendees:

Hon. D. Ezzard Miller, MLA - Chairman

Mt. Christophet S. Saunders, MLA - Membet
Hon. Bernie A. Bush, MLA - Member

Ms. Barbara E. Conolly, MLA — Member

Mt. Austin O. Hattis, Jr., MLA - Member

Ms. Manesa Webb, Committee Cletk

Mis. Sue Winspear - Auditor General, Office of the Auditor Genetal

Ms. Sasha Rochester - Audit Project Leadet, Office of the Auditor General

Mt. Michael Nixon - Acting Financial Sectetaty/Chief Officer, Ministry of Finance and
Economic Development (MFED)

Mt. Matthew Tibbetts - Accountant General, Ministty of Finance and Economic
Development (MFED)




PAC Meeting in Chamber w/Witnesses — Wednesday, 9th May 2018 at 9:30 am.

Witnesses:
Mz, Alee Fa’amoe - Deputy CEQO & Bxecutive Directos, ICT OfReg Cayman Islands

Mz, Jeffrey Paul Mozrgan - Chief HExecutive Officer, Utlity Regulation and Competition
Office

Mt. Randy Metren - Managing Director, Hutley's Media Ltd.

1.  Meeting to Oxder

There being a quorum present (Standing Orders 77(2) refers), the Chairtman called the meeting to

otder at 9:50 am.

2. Welcome

The Chairman gave a brief welcome to the Members and thanked them for attending the Public
Accounts Committee (“PAC”) Hearing. He also welcomed and thanked the Auditor General
along- with Mr. Michael Nixon .and Mr. Matthew Tibbetts from the Ministry of Finance and

Economic Development.

The Chaitman advised the Committee that they would be dealing with ICT:A% 2075/16 Financial
Statements. 'The floor was then opened by the Chairman for Members of the Public Accounts

Committee to ask questions.

3. Review of ICTA’s 2015/16 Financial Statements:

= ICTA’s 2015/16 Financial Statements

The meeting commenced at 10:00 a.m. and the Chairtnan invited the first witness to the Chamber,
Administration of oaths wete confirmed with the Bible being held in their hand, and they wete
thereafter told to state theit names for the record when they fitst spoke.

The following person appeated in their named capacity as a witness before the Committee for this
Report:

= Mz Alee Fa’amoe - Deputy CEO & Executive Director, ICT OfReg Cayman Islands
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PAC Meeting in Chamber w/Witnesses — Wednesday, 9th May 2018 at 9:30 am.

The Committee continued the meeting with the next witness at 11:45 am who was administered
the oath, welcomed and thanked by the Chairman.

The following person appeared in theit named capacity as a witness before the Committee for this
Report:

»  Mr. Jeffrey Paul Motgan - Chief Executive Officer, Utility Regulation and Competition
Office Cayman Islands (OfReg)

The Committee contimied the meeting with the next witness at 2:00 pm who was administered the
oath, welcomed and thanked by the Chairman.

The following person zppeared in their named capacity as a witness before the Comumittee for this
Reportt:

= Mr. Randy Merren - Managing Ditector, Hutley's Media Ltd.

The Chairman, again, thanked the witnesses for attending the Meeting of ‘the Standing Public

Accounts Cotnimittee,

Any Other Business:

There was no other business.

Scheduling of Next Meeting
The next meeting with witnesses was confirmed fot:

» ‘Thutsday, 10" May 2018 at 10:00 am.

Adjournment

‘There being no further business, the Chaitrman adjourned the meeting at 3:06 pm.
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Legislative Assembly
of the Cayman Islands

THE STANDING PUBLIC ACCOUNTS COMMITTEE

MINUTES of Meeting with Witnesses
Thursday, 10" May 2018 at 10:00 am

GOVERNMENT’S USE OF CONSULTANTS AND TEMPORARY STAFF - FEBRUARY 2018

& REVIEW OF ICTA’S 2015/16 FINANCIAL STATEMENTS

Minutes and verbatim transcript of the Meeting of the Standing Public Accounts Committee held in the

Chamber of the Legislative Assembly Building, Grand Cayman on Thursday, 10th May 2018 at 10:00 am.

Present:

Attendees:

Hon. D. Ezzard Miller, MLA - Chaitman

Mt. Chtistopher S. Saunders, MLA - Member
Hon. Bernie A. Bush, MLA - Member

Ms. Batbara E. Conolly, MLLA — Member

Mt. Austin O. Hattis, Jt., MLA - Member

Ms. Manesa Webb, Committee Clerk

Mrts. Sue Winspear - Auditotr General, Office of the Auditor Genetal
Mr. Julius Autelio - Audit Manager, Office of the Auditor General
Mt. Gabriel Ncube - Audit Project Leader, Office of the Auditor General

Mr. Michael Nixon - Acting Financial Sectetaty/Chief Officer, Ministry of Finance and
Economic Development (MFED)

Mr. Matthew Tibbetts - Accountant General, Ministty of Finance and Economic
Development (MFED)




PAC Meeting in Chamber w/Witnesses — Thursday, 10th May 2018 at 10:00 am.

Witnesses:
Mz, Stran Bodden - Chief Officer, Ministty of Disttict Administration, Tourism and

Transport
Mt. Dax Basdeo - Chief Officer, Ministry of Financial Setrvices and Home Affairs
Mrs. Glotia McField-Nixon - Chief Officer, Portfolio of the Civil Service

Mz, Randy Metren - Managing Ditector, Hurley's Media Ltd

1. Meeting to Order

There being a quorum present {Standing Orders 77(2) refers), the Chaitman called the meefing to
order at 10:15 am.

2. Welcome

The Chairman gave a brief welcome to the Members and thanked them for attending the Public
Accounts Committee (“PAC”} Heating. He also welcomed and thanked the Auditor General
along with Mr. Michael Nixon and Mr. Matthew Tibbetts from the Ministry of Finance and

Eeonomic Development.

The Chairman advised the Committee that they would be dealing with Government’s use of consultants
and tewsporary staff - February 2018 and ICT.A% 2015/ 16 financial statements. The floor was then opened

by the Chairman for Members of the Public Accounts Committee to ask questions.

3.  Review of Government’s Use of Consultants and Temporary Staff - Februaty 2018:
»  Government’s Use of Consultants and Temporary Staff - February 2018

The meeting commenced at 10:19 am. and the Chairman invited the first witness and resource
petson to the Chamber. Administration of oaths were confirmed with the Bible being held in their
band, and they wete theteafier told to state their names for the record when they first spoke.

The following person appeared in their named capacity as a witness before the Committee for this
Repott:

»  Mr. Sttan Bodden - Chief Officer, Ministry of Disttict Administration, Tourism &

Transport
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PAC Meeting in Chatnber w/ Witnesses — Thursday, 10th May 2018 at 10:00 am.

The following person appeated in their named capacity as a resource pesson befote the Committee

for this Report:
» Mts. Neyka Webster - Chief Hinancial Officer, Ministry of District Administration,
Tourism & Transpott

The Committee continued the meeting with the next witness and resource petson at 11:47 am who
wete administered the oath, welcomed and thanked by the Chairman.

The following petson appeared in theit named capacity as a witness before the Committee for this
Report:

= Mr. Dax Basdeo - Chief Officer, Ministty of Financial Services and Home Affairs

"The following person appeated in theit named capacity as a resoutce person before the Committee

for this Report:

* Ms. Wendy Manzanares - Chief Financial Officer, Ministry of Financial Setvices, -
Commetce and Envitonment

The Committee continued the meeting with the next witness at 2:21 pm who was administered the
oath, welcomed and thanked by the Chairman.

The folléwing petson appeated in their named capacity as a witness before the Comimittee for this

Report: -

-w  Mrs. Gloria McField Nixon - Chief Officer, Portfolio of The Civil Sexvice

Review of ICTA’s 2015/16 Financial Statements:

The Committee continued the meeting with the next witness who was recalled to answet questions

from the ICTA’ 2015/ 16 Financial Statements at 3:08 pm. The witness was welcomed and thanked

by the Chaitman.
The following person appeated in their named capacity as a witness before the Committee for this

Report:
*  Mr. Randy Merten - Managing Ditector, Hurley's Media Ltd

The Chairman, again, thanked the witness for attending the Meeting of the Standing Public

Accounts Committee,
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PAC Meeiing in Chambet w/Witnesses - Thursday, 10th May 2018 at 10:00 am.

5. Any Other Business:
Thete was no othet business.
6. Scheduling of Next Meeting
The next administrative meeting was confirmed for:

* Wednesday, 23 May 2018 at 10:00 am

7. Adjournment

There being no futther business, the Chairman adjoutned the meeting at 3:52 pm.
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PAC Verbatim Report

Wednesday, 9 MAY 2018 1

OFFICIAL VERBATIM REPORT
STANDING PUBLIC ACCOUNTS COMMITTEE
WEDNESDAY
9 MAY 2018
9:30 AM

Meeting with witnesses

“INFORMATION, COMMUNICATION AND TECHNOLOGY AUTHORITY 2015/2016
FINANCIAL STATEMENTS”

Verbatim transcript of the Standing Public Accounts Cormmittee meeting hefd 8 May 2018, at 9:30 am, in the
Chamber of the Legislative Assembly Building, George Town, Grand Cayman.

PAC Members Present:

Hon. D. Ezzard Miiter, MLA, Chairman

Hon. Bernie A. Bush, MLA, Member

Mr, Christopher 8, Saunders, MLA, Member
Ms. Barbara E. Conolly, MLA, Member

Apologies:
Mr. Austin O. Harris, Jr., MLA, Member

Ms. Manesa'Webb, Committee Clerk

In Attendance:

Mr. Michael Nixen, Acting Financial Secretary/Chief Officer, Ministry of Finance and Economic Development
Mr. Matthew Tibbetts, Accountant General, Ministry of Finance and Economic Development

Auditor General’s Office:
Mrs. Sue Winspear, Auditor General
Ms. Sasha Rochester, Audit Project Leader

Witnesses:;

Mr. Alee Fa'amoe, Deputy CEO/Execut:ve Director ICT OfReg
Mr. Jeffrey Paul Morgan, Chief Executive Officer, Utility Regulation and Competition Office
Mr. Randy Merren, Managing Director, Hurley's Media 1.td.

{Hon. D. Ezzard Miller, Chairman presiding]

The Chairman: Let the record show that we have a
quorum present and | would like to call the Meeting of
the Public Accounts Committee to order. Today we
are dealing with the ICTA and OfReg 2015/16 Finan-
cial Statements.

Cur first witness is Mr. Alee Fa'amoe, so | will
ask the Clerk to bring him in.

[Short pause]

ADMINISTRATION OF OATH
OR AFFIRMATION

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: | swear by the Almighty God that the
evidence | shall give to this honourable Legislative
Assembly shall be the truth, the whole truth and noth-
ing but the truth.

INFORMATION AND COMMUNICATION
TECHNOLOGY AUTHORITY—OfReqg

The Chairman: Thank you, sir.

Good morning, Mr. Alee. Thank you for com-
ing. As you wouid have been aware, we are dealing
with the IGTA 2015/16 Financial Statements and we
have some gquestions about it. When you answer the
first question, please state your full name and your
position just for the records for us, please. | guess
what my first question is: Why are we so far behind in
the accounts being tabled?

Mr. Alee Fa’amoe, Deputy CEG/Executive Director,
ICT for OfRey: Alee Fa'amoe, former Managing Di-
rector, ICTA; now Deputy CEO, OfReg. | cannot
speak as to why they have not been tabled. We have
provided them to the Ministries. It may have been be-
cause in the merger we shifted the responsible Minis-
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try from what used to be PLAHI {Planning, Lands, Ag-
riculture and Infrastructure] is now CPI [Commerce,
Pianning and Infrastructure] over to the Cabinet Of-
fice. | know there were some issues regarding funding
and reporting during the merger that happened last
year but | am not sure why the reports have not been
tabled. They certainly are available and we certainly
do have the Auditor's General sign off on those re-
ports.

The Chairman: Could you give the Committee a
commitment that you will investigate where they are,
the Managing Director and the Chairman of the Board,
and see if you can lean on the Minister? There is a
Meeting of the Legislative Assembly planned for the
6" of June, so it would be nice to get them brought up-
to-date.

My apologies, | should have invited the Audi-
tor General to say a few opening remarks.

Mrs. Sue Winspear, Auditor General: Thank you,
Mr. Chairman.

Good morning. Good morning PAC members.
. The 2014/15 Financials, as you quite rightly said, Mr.
Chairman, are the last ones for the ICTA in the public
domain and therefore laid in the Legislative Assembly.

It was an unqualified opinion but we did sign
_ off on the 2015/16 Financial Statements in October,
2016, again, with an unqualified opinion and we have
recently, at the end of April signed off on the residual
ICTA accounts for 2016/17 up to the period of the 15"
of January when URCO [Utility Regutation and Com-
~ petifion Office] came into existence again, with an un-
- qualified opinion. And we also siglned off on URCO
from the 16" of January to the 31™ of December with
an unqualified opinion. So, there is every possibility
that if they can be laid in June, they could all perhaps
be laid together. The ISA 260 points (i.e. the points
that go to those charged with governance) are pretty
consistent over the period and with the new URCQO, as
you might expect, there are some sort of set-up things
around policies and procedures that we are recom-
mending, but otherwise, they are pretty consistent
with the ISA 260 from 2014/15. Thank you.

The Chairman: The fact that they have an unqualified
opinion, we would think that there would have been
some urgency getting them tabled, given the environ-
ment from which we cometh. But we will leave it to
you, Mr. Alee, to try and find out where they are be-
cause we regard it as the ICTA responsibility for the
2015/16 accounts and up until January when there
was a transition to OfReg.

| have a couple of other questions on the ac-
counts and then, | have some other guestions which |
believe | can ask from the accounting position on
some of the activities or lack thereof of the actual IC-
TA in terms of its regulatory role.

Are you still in the same office that you were
in before OfReg, or have the lease been sorted out?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReqg: We are in the same physical location,
3" floor of Alista Towers. Some years ago, the land-
lord resisted signing a new lease. ICTA had been
there since its inception. The rate per square foot is
extremely attractive. We have confirmed this recently,
as when OfReg came together, we had to try to find
new office space to accommodate fwice as many staff
as ICTA had. So, we have gone on the hunt and visit-
ed a dozen different properties and, we are still trying
to put in effect the move, but have cenfirmed that the
rate is very good. It is just that the landlord prefers not
to sign a long-term lease and we have not been able
to convince him otherwise.

The Chairman: To the Finance Department, { know
that Facilities Management is a little bit outside of your
brief, Mr. Nixon, but how much of the new Govern-
ment Administration building is physically occupied? s
it still running at about 80 per cent occupancy, or, has
it been improved?

WMr. Michae!l Nixon, Acting Financial Secretary/
Chief Officer, Ministry of Finance and Economic
Development: Mr. Chairman, | am not sure of the
exact percentage, but just from my experience it is
probably in excess of 95 per cent occupancy, current-

!y;

The Chairman: In other words, there is no room there
for OfReg.

[inaudible intetjection]

‘The Chairman: | am not one of those who believe

that your ability to regulate is dictated by where you
sit, but it is the optics that | agree.

From the accounts, the Auditor General re-
ported that only 8 of 17 licencees actually filed their
audited financial statements with you on time. Has
that improved?

Wr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: Yes, it has. We have traditionally had
some problems with some of the smaller licensees,
especially non-profit FM radio stations filing audited
financial statements on time. We, in fact, had a prob-
lem with Radio Cayman themselves at one point filing
with us on time. The larger licencees, the telecos,
tend to be a lot more responsive as you might expect
but the smaller ones historically we have had frouble
with some of them. Lately, we have not had any is-
sues. We have had very few problems with financial
reporting from all our licensees.

The Chairman: You mentioned Radio Cayman. Do
you actually regulate how many entities for Govern-
ment—Radio Cayman, Government TV Channel? Do
you have any regulatory stuff over this whole 911 ra-
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dios and telephones and stuff, or, is that outside of
your remit?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director
ICT for OfReg: Anything that requires radio spectrum
requires a licence typically, unless it is what we call
class licences for things like Wi-Fi and Bluetooth and
those sorts of things, where we follow the FCC's
[Federal Communication Commission] lead on estab-
lishing those as class licenses, which do not need in-
dividual permits but if it is a hand-held radio, it is
transmitting, if it is a site to site microwave link, no
matter who has it, it requires a licence, if for no other
reason than to make sure there is no inferference.

So, government does have a number .of li-
cences with us, either for their radio systems, their
microwave links to FM transmitting towers, the FM
radio licences themselves for entities such as Radio
Cayman, the TV licence that is currently managed by
GIS, and also for whatever reason, before my fime, |
guess when the market was liberalised, Computer
Services decided that they wanted a number of [i-
cences, and so, they actually have licences that make
them look like a telco. So, they have an ISP internet
provider licence, a number of other ficences we are
concerned about that, in that it poses potential con-
flicts of interests with our single shareholder, but we
also have that now on the OfReg side with Water Aut-
thority being licensed, or will be licensed by the water
side of the office.

The Chairman: | guess the follow up question is: Do
the Government entities that you license, pay their
fees to you on a regular time, or, is that just a book
entry that you do not bother to collect?

Mr. Alee Fa'amoe, Deputy CEO/Executive Director,
ICT for OfReg: | am of the opinion that anyone who
gets a ficence should pay. Some of our Government
licencees are of a different opinion, that their licence
should be free. | am not aware of any proviso in any of
our laws that provide carve-out for a Government li-
cencee, so we remain at odds with some of our Gov-
ernment licencees about that. Buf the actual fees are
very small, so it is not worth starting a war over.

The Chairman: Except that the law is a law is a law.

Mir. Alee Fa’amoe, Deputy CEQ/Executive Director,
ICT for OfReq: Correct.

The Chairman: You have an opinion on that, Mr. Fi-
nancial [Secretary], as to why these peop]e do not

want {o pay their fees? They are budgeted for...are
they?
Mr. Michael Nixon, Acting Financial Secre-

tary/Chief Officer, Ministry of Finance and Eco-
nomic Development: Mr. Chairman, | would expect
that any public entity that is licensed, would honor its

commitment to pay the fees and that is the proper way
to do it and that would be the Minister of Finance's
position.

The Chairman: Okay.

So, 911 have a number of icences from you,
were you involved and are you bound to provide cer-
tain technical advice to the whole 811 operation with
their radios and communications or not?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReq: It is, that 911 in and of itself, do not
have a licence, per se, from us. If 911, among other
government departments, like Police and Fire have
access fo say, a shared trunk radio, two-way radio
system, then, those systems will be licensed.

The Chairman: Has it not been announced in the
press quite recently that 911 is basically taking over
all of the government radios now with this, (what is
it?), close to $7 million expenditure in new radios and .
.. that's the impression | got from the press . . . well,
| guess probably the right title for it is not 811 but that
whole regime of communication, were you asked to
provide any advice to the purchasing of these new
radios and communications equipment that we have?

Mr. Alee Fa’amoe, Deputy CEQ/Executive Director,
ICT for OfReg: We were not asked to provide advice
on that particular purchase; no, Mr. Chairman. | be-
lieve the entity that coordinates the management of
those systems and applies to us for licences is HMCI
[Hazard Management, Cayman Islands].

The Chairman: Hazard M_énagement.

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT OfReg: Yes.

The Chairman: Okay.

Mr. Alee Fa’amoe, Deputy CEC/Executive Director,
ICT for OfReg: With 911 being a separate depart-
ment.

The Chairman: My mistake. You are correct.

Again, my memory seems to tell me that in
previous conversations, either with the PAC or with
Finance Committee, | recall some mention by you or
some other member, that you were putting aside cer-
tain funds to upgrade that Hazard Management sys-
tem. Were those funds put aside? If so, what hap-
pened to those funds, because we had to budget this
year—correct me, if | am wrong, Mr. Assistant Finan-
cial Secretary, but it is close to $7 million—in radios
and computerised equipment?

Mr. Michael Nixon, Acting Financial Secre-
tary/Chief Officer, Ministry of Finance and Eco-
nomic Development: Mr. Chairman, we would have
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to confirm those numbers but there is a provision in
the current budget for this emergency communication.

The Chairman: At least six plus. It might not go all the
way o seven, but it is so close you can smell it. So,
did you all start a fund or is my recollection incorrect?

WMr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: You are correct, Mr. Chairman. A
number of vears age, it came to our atienfion that a
number of our telecomm licensees were not connect-
ing their network directly to 911 for emergency calls
but instead, were relying on Cable & Wireless, the
original incumbent, to fransport that traffic, We felt that
that was first of all unfair on C&W, the incumbent, that
they would be the primary connection for safety of life.
And secondly, for a safety of life issue we felt that the
licensees had a duty of care to their customers and a
civic responsibility to ensure that their 211 calls were
delivered directly fo the 911 call answering center,
and not rely on some third party fo deliver those calls
on their behalf.

We made representations to the Governor at
the time, to under the Law make a unilateral change
to licence conditions for the telephone companies,
under a provision in the Law which spoke to national
security which, thankfully, she agreed to do. What that
did was, it made it incumbent and put an obligation on
the telcos to connect directly to 811 and deliver their
911 calls directly to 911 as a secondary or back up
they could use another telco, any other telco, in case
their primary link failed.

In the course of doing all of this, long story
short, we discovered that the 911 centers equipment
was obsolete and that there was no budget or provi-
sion to upgrade it. | prevailed on our Board and they
agreed to set aside some funds to help upgrade what
we felt was in the national interest. We have project
managed an RFP (Request for Proposal), we have
gone all the way to vendor selection stage but unfor-
tunately those funds are no longer there.

The Chairman: Well, they did not just go up like Eli-
jah in the chariot. What happened to the funds? Were
they roped in by Central Government to provide bal-
ancing in the budget? And, what were those funds
used for, or do not you not know?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: Unfortunately, when we merged into
OfReg, both, the ERA, the former electricity regulator,
and the 1CTA brought with them legally required re-
serves, At the time of the merger we had $900-odd
thousand with reserves. Our target was to maintain
five or six months' worth of operating expenditure. It is
required by Law, to have the reserve fund. We had
allocated a portion of that reserve fund as is allowed
on the Law to upgrade the 911 project.

When OfReg came into being on the 16™ of
January, 2017, the idea was that the Fuel Inspec-

torate, which was before-hand under the Ministry of
PLAH! was transferred in and their operating budget
was transferred in as well. That did not happen, and
s0, we wound up ending the fiscal year 2017 in a defi-
cit, having used our reserves to fund this new OfReg
entity from an operational standpoint.

The Chairman: So, when the fuel regulator came into
OfReg, they were not allowed to bring their budget?
Did you have to fund them or were there additional
responsibilities that you had fo help them fund in addi-
tion to what would have been their fuel regulation be-
fore that?

iVir. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for CfReg: Both. Previously the team was called
the Petroleum Inspectorate. Their focus was on—

The Chairman: Quality.

[Vir. Alee Fa’amoe, Deputy CEO/Executfive Director,
ICT for OfReg: -—safely issues, realiy, around dan-
gerous substances and so forth, and inspecting those.
The concept. was that that team would come across
into this new statutory authority called OfReg but
would expand their remit fo regulating the fuel's mar-
ket which is a whole separate thing; safety inspections
versus regulating the market in a similar fashion to the
way we regulate the ICT market and the ERA was
regulating the electricity market.

in addition, water regulation was being
brought into OfReg as well, which before then was
ostensibly under the Water Authority, but, of course,
there was a conflict there because Water Authority is
both a producer and a regulator. So, there were addi-
tional functions that OfReg was expected fo perform
and there was no funding or budget or fees that went
along with that, so OfReg ended up, its first year, 'in
deficit.

The Chairman: But hopefully that has been corrected
in the 2018/18 Budget, or has it not?

NMr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: No.

The Chairman: Because the effects of that would

have been on your July 2016 to December 31% 2017,

which are the accounts that are now being audited by

the OAG [Cffice of the Auditor General]. | guess |-
need to ask the Finance Department what happened

to the funds that the fuel people, that is, the Petroleum

Inspectorate, would have had in their budget to cover

from January 2017 to December 2017,

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: | can say, Mr. Chairman, that we got
our first payment for what represented the Petroleum
Inspectorate’s budget in January of 2018.
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The Chairman: But that is the new budget now; that
is the 2018. Because it is illegal for them to pay 2017
funds in 2018; is it not, Mr. Finance? That must be the
money that is in the 2018/19 Budget.

Mr. Alee Fa'amoe, Depufy CEO/Executive Director,
ICT for OfReq: We were fold this was a result of the
funding that had been owed to us from 2017 and we
happily cashed the check, Mr. Chairman, because we
were in dire need at the time. We now understand that
the third quarter funding for fuels wili be paid shortly,
which represents $100,000 plus, so that we will be
made whole with respect to what should have come
across with the fuels in 2017, shortly.

The Chairman: Well, | think we need to tell the Audi-
tor General fo look specifically . . . something is wrong
with that transaction.

Mr. Matthew Tibbetts, Accountant General, Minis-
try of Finance and Economic Development: Mr.
Chairman, this is a situation where the expenditure
was incurred in 2016/17 but the actual cash payment
has not been made until the 2018 year and because
we are on accrual accounting that is sufficient. While
the appropriation expires, they actually earned the
money already, so it is a situation of just drawing the
funds down at this point.

The Chairman: And was it the full amount? [s your
reserve now been made good for the money that you
spent on the fuel aspect of OfReg?

Mr. Alee Fa’amoe, Deputy CEQ/Executive Director,
ICT for OfReg: | am afraid not, Mr. Chairman. The
funds that came across in January 2018 and the re-
mainder that are coming across shortly are only that
portion {from what I understand} of the fuel's budget
that was originally allocated to them under PLAHI for
the fuel's inspectorate function, which is only a part of
what OfReg now has under its new remit.

Funding for the water regulatory function,
funding for the fuel’'s market regulatory function was
not sorted during 2017. We are working with the Cab-
inet Office and the Cabinet fo create funding mecha-
nisms both, short term and long term going forward.

Mr. Matthew Tibbetts, Accountant General, Minis-
try of Finance and Economic Development: Mr.
Chair, just to clarify, 1 belfeve the Cabinet paper went
forward yesterday to try to rectify a portion of that.

The Chairman: But why are we having to go a Cabi-
net Paper route when OfReg was in place for a whole
year, certainly during the preparation of the 2018/19
Budget? So, are you saying now that funds were not
put in the 2018/19 Budget for that component of
OfReg, so you are having to do a supplementary ex-
penditure that is going to come to the Legislative As-
sembly, when? Is it December 20197

Mr. Matthew Tibbetts, Accountant General, Minis-
try of Finance and Economic Development: Mr.
Chair, it was section 115, | believe, that went forward
and it was the situation that the Ministry of Finance
was advised of the shorifall when the budget process
was near completion. | think it was already at the LA
for Finance Committee at the Finance Committee
stage before we were made aware of the shortfall of
funding. So, | am not sure where the hreakdown hap-
pened before that point, if it was with the Ministry or it
was something that [CTA was investigating. Given the
cash flows and so on, | am not sure where the break-
down happened before that.

The Chairman: But you are confident that it is going
to be sorted now to everybody's satisfaction and this
will nof turn up in the Audit of 2020 of the 2018/19

Budget?

Mr. Matthew Tibbetts, Accountant General, Minis-
try of Finance and Economic Development: Mr.
Chair, at this point, my understanding is that there
was a shortfall from 2016/17 which we are looking to
address through the payment of some. form of cash
injection into OfReg. Additionally, we are looking to
address the issue with the fuel regulation sector and
that is also being addressed through an- increase in
outputs, and then, there remains one section that still
needs to be reviewed in regards to the Water Authori-
ty's royalties and whether there will be paid over to
OfReg or how that process will be handled. | think that
part is still under review but the other two sections
which give sufficient cash immediately will be ad-
dressed in the short term and it just remains the last
section for the water regulation side of it.

The Chairman: | am a litle concerned in that this
OfReg legislation now is nearly two years old and
here we are now frying to sort out where the funds are
going to go. And where the funds go should have
been represented in the legislation, because where
are you going to get the statutory authority fo do it if it
is not in that legislation? And we ceitainly had enough
amendments to that original legislation. So, part of the
deficit and the comprehensive loss for the 2015/16 is
going to be addressed in this cash payment now -as
well. Do you have the numbers on that here or . ..

Mr. Matthew Tibbetts, Accountant General, Fi-
nance and Economic Development: Mr. Chair, the
dollar amcunts that have been proposed in the Cabi-
net Paper, | believe, were a million dollar equity injec-
tion for the 2016/17 losses and, presumably, that
would catch them up to December, 2017 and | as-
sume then, that would cover any kind of losses in
2015/16. | am not sure.

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: Mr. Chair, the losses in 2015/16 were
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minor, less than a $100,000 for the ICTA as an entity.
After that, in 2017, we merged to form OfReg.

The budget that we put forward at that time
assumed that the funding mechanisms for fuel and
water would be sorted and they were not. So, the fi-
nancial situation at the end of the financial year 2017
for OfReg, was bad. As we begin 2018, without fund-
ing in place, the Chairman of our board and me redid
the numbers fo strip out the accruals that had been
expected in the budget to see what our true cash posi-
tion was and discovered that we had only 90 days left
of cash.

We then alerted the Cabinet Office and the
Premier and Ministry of Finance was invalved. There
was a Caucus meeting, a number of options were dis-
cussed and our team, the Cabinet Office and the Min-
istry of Finance have really come together to find
some solutions to our short term and longer term
problem.

The Chairman: This Caucus thing Keeps coming up.
Why is Caucus involved in administrative implementa-
tion decisions, versus policy? Maybe that is above
your paygrade. Okay. Buf you understand that there is
some . . . I guess the real question is: Are you confi-
dent that you are going fo get this sorted sometime
soon? If the Cabinet Paper went up, but then | am not
sure that the Cabinet Paper represents what you all . .
. do you recall what the figure was that you all were
looking to? And, does $1 million sound like it will cover
it? ‘

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
iCT for OfReyq: Mr. Chairman, the Cabinet Paper
addressed interim funding to help us with operational
costs as an office, not specific to any sector of $1 mil-
lion. This was derived from discussions that we had
with Government from 2017, where the funding
mechanisms for fuels and water were not in place and
ICT as a sector had collected more royalties than had
been budgeted for— $1.4M above what had bheen
forecast. Our recommendation to Government at the
time was either, allow us to keep excess royalties or
repatriate at least $1 million in those unexpected roy-
alties back to OfReg to help with operational costs
and give us time to sort through policy and fees and
regulatory mechanisms for water and fuel sectors.
Unfortunately, that did not happen either. Despite re-
peated attempts by OfReg to try to push the deal for-
ward, it did not happen so we effectively brought that
deal directly to Cabinet through the Cabinet Paper
and asked for us to either, keep royalties of that
amount or repatriate to us royalties of that amount.
That would cover initial interim funding for us from an
operational perspective.

The Cabinet Paper also addressed an ad-
justment to an output payment for the fuels sector. |
believe OURS is the actual output reference to take it
from one $150,000, if memory serves, fo $1.150 mil-
lion. What that does is it, as an ocutput payment, funds

the fuel sector of OfReg to the end of the year. The
Cabinet Paper promises to address a number of op-
tions for the water sector in a future Cabinet Paper.

The Ministry of Finance suggested that we
have further discussions with the affecied parties,
which we do by law anyway; we have to consult be-
fore we do anything but we are taking their advice on
some other financial impacts that we may need to
consider with regards to water sector regulatory fees.
if | missed anything, | hope my Finance colleagues
will fill-in the gaps. :

Mr. Mafthew Tibhetts, Accountant General, Minis-
try of Economic and Development: My, Chair, that
sounds correct, the output number is URCS; it has
been increased from $150,000 up to $1.150 million in
addition to the equity injection for the previous years.

The Chairman: Does anybody have any other gues-
tions?

Ms. Barbara E. Conolly: Through you to the withess:
What happened to the funds that were allocated for
the 911 upgrade? Were these funds Used elsewhere
and if so, where?

Mr Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: Through you, Mr. Chair. The funds
that we had allocated for the 911 upgrade were part of
our, at the time, ICTA reserve fund. When we merged,
the entirety of that reserve fund was consumed in op-
erating costs of the new entity because there was no
funding for large chunks of that new entity.

The Chairman; Chris, do you have some questions
on the accounis? Probahly want to get into the regula-
tory aspect.

Mr. Christopher 5. Saunders: Thank you, Mr.
Chairman. Through you to the witness: They said an
extra $1.4 million was collected in royalties. What was
the major driving force behind that extra $1.4 million?

Mr Alee Fa’amoe, Deputy CEOQ/Executive Director,
ICT for OfReg: The royallies are based on six per
cent of turn-over of our telco licensees, so anything in
addition to what had been budgeted or forecasted
would have been simply the performance from the
revenue perspective of our telco licensees. The better
they do, the better the royalties are.

Mr. Christopher S. Saunders: Thank you very much
for that answer. | thought as much because | did a
rough- calculation. In order for you to make an addi-
tional $1.4 million in royalties, the telcos would have to
have increased roughly by $23.3 million in that year in
terms of revenues. With that said, Mr. Chairman,
through you, sir, on page 8 of the financial statements
it says, just under point 1 in notes to the financial
statements, it reads; “The ICTA is responsible for the
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regulation and license of telecommunication, broad-
cast and all forms of radio fransmission that include
ship, aircraft, mobile and amateur radio in the Cayman
Islands.” [UNVERIFIED QUOTE]

The thing that I am trying to get at, Mr. Chair-
man, through you, sir, is the regulation part of the 1C-
TA in terms of the accounts that we are looking at.
When | did my research and | looked at the cost of
broadband internet, in North, Central America and the
Caribbean, | could not help but notice that except for
Haiti at $224.20 average, per month, the Cayman Is-
lands had the second highest through the entire
Americas at $172.40 per month in terms of cost
When | also looked at a report that was done by
Forbes on the most and least expensive countries for
broadband, it ranged from $5.37 in Iran, to as high as
$961.22 in Burkina Faso.

Of the 196 countries that Forbes looked at,
the Cayman [slands was ranked at number 180 with a
cost of $175.27 per month, which makes us one of the
highest regions in the world, when it comes to cost.
Now, | could not help, Mr. Chairman, in terms of look-
ing at rates—say, even Jamaica which FLOW also
operates in. Going on their website | noticed that what
we are paying crazy money for, substantially, is basi-
cally being given away next door in our neighbor.
Case, for example, 20 megs are costing $28.66
equivatent CI per month, whereas we are paying well
over $100-plus per month just to get 15 meg and
sometimes you cannot get it.

The question in all of that, Mr. Chairman, is,
what exactly is the ICTA/OfReg doing at this point in
looking at in ferms of what it is they are tasked with
where the public is concerned to tackle these costs?
And it is nice that there is an exira $1.4 million came
in royalties, but that $1.4 million came in as a result of
$23 million more in revenues and | cannot help but
wonder that extra $23 million which the taxpayers only
got back $1.4 million from. What exactly is the ICTA
doing to deal with the high cost of internet in the Cay-
man Islands? That is my first question, Mr. Chairman.

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: Mr. Chairman, the short answer is
“nothing”. The reason: As an economic regulator, we
regulate where the market fails. Prices for these ser-
vices are not regulated; the market works as it needs
to. It is based on supply and demand; it is based on
what the market is willing to pay. In countries nearby,
sometimes broadband, for example, is subsidised,
sometimes it is heavily regulated in terms of what they
can and cannot charge. We do not have that environ-
ment. When the market was liberalised, the new en-
trants were allowed o compete and compete in an
open and untethered way, so the prices for most of
our telecom services reflect the market, reflect supply
and demand and reflect the fact that in a market
where you have four different ISPs, market forces will
tend to dictate prices.

The Chairman: Unless there is collusion. Correct me
if | am wrong, but when we had liberalisation, telecom
prices in particular dropped drastically in the first year
and, is it not a fact that one of the two major telecoms
went to court to get an injunction so prices couid not
be lowered anymore in terms of termination charge or
something if | recal, coming out in Finance Commit-
tea? Has that injunction ever been resclved in the
court or is it still there? Is that why we cannot get any
competitive pricing anymore?

Mr. Alee Fa’amoe, Deputy CEOIExecutive Director,
ICT for OfReg: | am not aware of that specific case. |
know that part of the liberalisation negotiations having
been a part of it from the other side, involved the
cross-subsidy at the time, so in most Caribbean mar-
kets the business sector hasically paid for the tele-
communications network. It was not feasible or finan-
cially viable for the incumbent to deliver service to ru-
ral areas but they were able to do so at a lower price
than cost, because the usage by the business sector
and government basically paid for it. So, the cost of
international calls, for example, used to be a $1. 20
$1.40 a minute to the United States.

Local calls were a lot more affordable but it -
was this cross-subsidy principle that had been in
place with the monopoly at the time, all across the
Caribbean. In fact, in Barbados, local calls were freg,
s0 there are stories of ladies on the phone all day
long, quite literally doing their wash and doing their
cooking, coming back and just holding up the line all
day, because there was no charge. That is the ex-
treme example of this cross-subsidy at work. That
cross-subsidy had to be removed in order for the mar-
ket to be liberalised because . the incumbent then
needed to compete on local and international ser-
vices. So, there was a dramatic change in the cost of
services. Local service costs went up in terms of line
rental, in terms of calling rates and the international
calling rates went down dramatically, but also in part
because there was competition from other services.

These days we have international calls being
offered by companies that we do not even regulate,
such as, WhatsApp and Viber. So, the market has
gone through a number of disruptions throughout the
years. But, to answer the Member's question in re-
gards to prices for broadband, that is an area that we
do not regulate because there is sufficient competition
in the marketplace to drive prices downwards.

Mr. Christopher S. Saunders; Sorry, Mr. Chairman, |
am just looking at the Utility Regulation and Competi-
tion Law, 2016, and reading section 6 of the Law it
says, under the subheading- “Principal Functions of
the Office”. Section 6.1 stales: “The principal func-
tions of the Office, in the market and sectors for

‘which it has responsibility, are- (a} to promote ob-

jectives set out in any policy; (b) to promote ap-
propriate, effective and fair competition; ¢) to pro-
tact the short and long term interests of consum-
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ers in relation to utility service and in so doing (i)
supervise, monitor and regulate any sectoral pro-
vider in accordance with this Law, the regulations
and any sectoral legislation and any general poli-
cies made by Cabinet in writing; and (if) ensure
that ufility services are satisfactory and efficient
and that charges imposed in respect of utility ser-
vices are reasonable and reflect efficient costs of
providing the services; and {iii} publish infor-
mation, reports and other documents relating fo
utility services; and (d) to promote innovation and
facilitate economic and national development.”

I want to go back to subsection (ii}, Mr.
Chairman, where it says, “ensure that utility ser-
vices are satisfactory and efficient and that charg-
es imposed in respect of ufilities are reasonable
and reflect efficient costs of providing the ser-
vices.” That sounds as though we do have some re-
courses as per the Law and that is the part that we
have my little bee in the bonnet in that we have al-
lowed these guys to run rampant and if there are teeth
that we need to put into the Law o deal with them, we
need to deal with them, but we cannot sit down and
literally have the Cayman Islands, a member of both
Digicel and FLOW, that are multi-national corpora-
tions,

Based on the numbers that | am looking at
and the research [ have done, and having worked for
both companies in the past, | just want to declare also,
that I've have worked for both, FLOW in a regicnal
capacity, and for Digicel in a CFO capacity, so | have
a little bit of an idea in ferms of where | am coming
from. But the reality of it is, we cannot sit down and
continue now io have Cayman subsidise other mai-
kets because we either, a) lack the proper legislation
to do so, or b) we lack the political will to do so but we
cannot have the people of the Cayman Islands being
ranked 190 cut of 196 countries when it comes down
to broadband.

The guestion then to the withess, through you,
Mr. Chairman, is: What then, would you suggest or
propose that we do in order to fix it to get these prices
down, because this is one of the things that we have
to fix?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: Through you, Mr. Chair, the legisiation
that the Member referenced is the umbrella law for
OfReg. There are still sector-specific laws under
which we grant licences, under electricity, under wa-
ter, under ICT. Within those laws then, there are con-
cepts around significant market power; for example, in
laymen terms, dominance. When, for example, the
telecoms industry was liberalised, the incumbent was
from day one dominant or exerted signhificant market
power in certain areas, such as fixed-lihe voice ser-

vices, because it was going to take some time for the-

new enirants fo build their networks to be able to ef-
fectively compete.

When we created OfReg, the Fuel Market
Regulation Law basically declared that the importers,
the two fuel importers and one propane importer that
we had at the time, were dominant in their respective
areas, so in the case of telecoms and in the case of
fuels, we did not have to go through a long economic
analysis exercise to figure out who was dominant in
what. That then gives the power to the regulator to
look at prices, to look at the behavior of the provider in
the market, so the provider cannot do things like bun-
die their services together in order to offer a package
because it would be anti-competitive, because the
new guys do not have that abifity to bundle. They
cannot compete with a provider who has services in
places that they do not or has the ability to control
prices in a markel. So, as an economic regulator we
are concerned about the economic power that a pro-

. vider has and if it is demonstrated that they continue

to have that power, then we will exert, under the sec-
tion of the Law the member quoted and under sec-
tions of the specific sector laws to regulate that pro-
vider in terms of prices,

What we do not have right now is, we have

- competition but we do not have choice. This is a man-

tra that my staff will tell you, { say all the time. The
market in the felecom sector has proven itself to be
extremely dynamic and competitive in George Town
and Seven Mite Beach, so we have four I1SPs and
they compete vigorously along the Seven Mile Beach
corridor into a smalt part of West Bay and a lot of
George Town for TV, internet and telephone services.
If you live beyond Countryside, however, you have no
choice when it comes to a TV provider. You have very
little choices when it comes to an internet provider.
So, what | would say to the Member is that our focus
is not on price right now, but we, as a regulator, since
OfReg was formed have done over a dozen consulta-
tions on things that relate to quality and choice. We
have done a consultation on what we mean when we
say broadband-—what does that mean? Can two
megabils be broadband, or should the definition of
broadband be something like 50 or 100 megs? What it
means to have quality of service— does it mean that
you get some of what you paid for some of the time,
or does it mean you get all of what you paid for at
least 80 per cent of the time.

That kind of quality of service Is where we are
focusing our efforts and members will be aware that
we have put our competitive ISP licensees on nofice
that they are all in breach of a license obligation that
they entered into years ago when they signed up to
cover all of Grand Cayman with their fibre optic net-
work and the remedy for that breach is, possibly, an
eastern district fibre network which will be funded by
them in order to deliver what was promised and what
they signed up to. That then delivers to more and
more residents of the country, choice, of the ability to
choose between those packages.

What we should see, to the member's point, is
a much more competitive and robust market place,
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where the prices will then reflect choices that folks are
able to make. | do not have to lecture anyone here,
that some of the wealthiest people in the country live
on that particular corridor where we have competition.
The market has not seen fit to service areas that are
either, expensive to get to in terms of them being a
sparsely populated area or far away from Central
George Town, fo extend the network and places
where people do not earn as much and have as much
disposable income as the folks who live along seven
Mile Beach.

The regulatory pact compact that was entered
into when the market was liberalised is not being up-
held and that was that there would be a level playing
field, that if you got a licence to do internet service in
the Cayman Islands, you would have to serve all of
the people of the Cayman Islands. Fifteen years after
liberalisation, we are nowhere near that and so, as a
regulator, we need to step in because the market is
not working and we believe as folks, who live and
breathe this every day, that once we take steps fo en-
sure that all of our citizens are served, the market
place, the prices, will change to reflect that more ro-
bust competitive environment if—

The Chairman: My concern is that history says that
yes, the market price changes, but it is always going

up.-:

Mr. Christopher S. Saunders: Mr. Chairman, through
you, sir: | understand where Mr. Fa’amoe is coming
from in that regard, but where | fall down in this pro-
cess is that there is an area of Newlands, Sunrise,
that has broadband. Now, that is still in the vicinity of
other areas so you can go to the back of Newlands
and get fibre down there but the rest of Newlands
cannot get it; that does not fly. But one of the things i
want to raise, Mr. Chairman, and this was a letter from
the 21% March 2016, that the ICTA wrote to FLOW
concerning their application to increase residential
line-rental rates and not to go through the entire
length of the letter but just kind of take ouf, it says:
“On the 11" of February 2016, the Authority received
LIME's application to increase the monthly residential
line rental rate by one dollar from the current $17 per
month, taking over effective 1% June, 2016. LIME's
application included proposed tariffs pages for gen-
eral tariff item 201 public . . .

“The Authority has reviewed the application
and notes the following statements made by LIME in
its Q&A line rental increase as reasons for increasing
the price of the residential line rate: 1) calls made from
a home phone to 911 means the operator can quickly
determine location; and 2) our competition is not in-
vesting/re-investing at the levels we are and in all
cases not providing a full service across mobile, land-
line, internet and TV across the entire country.”

It then goes to say: "The Authority viewed
such a statement by LIME regarding the position of its
competitors' investment levels as unsubstantiated and

therefore LIME was not in a position to speak on the
tevel of investing or reinvesting by its customers.”

It also says: "LIME's statement above is fur-
ther disproven more generally by the Authority's anai-
ysis of the ICT’s statistics, collected by the Authority
on a quarterly basis; namely, in relation to the capital
expenditures in {CT's networks and services. Further,
LIME’s reference to a full service is misleading, as it is
not qualified as being a reference to a quad play offer-
ing, and is likely read by the average consumer to
mean that LIME's competitors, ICT Services, are not
individually full services. Based on the above, the Au-
thority hereby approves the one dollar increase to
LIME’s monthly residential line rental rate subject to
the following conditions being satisfied.” [UNVERI-
FIED QUOTES]

Basically, they removed statements from the
Q&A. | am looking at this because it was done by the
economist at the ICTA and where it is a little bit lost is
that, having looked at the application myself, which |
brought a copy with me also, there was pretty nothing
much in that application from what | saw that LIME
submitted, and also, the response from the ICTA on
any financial reason as to why the consumer shouid
have paid more for a list of those services that were
basically included, other than the fact than within the
Q&A they added other statements. Now, when an
economist is signing something and is saying to -
someone that they are going to allow them to increase
it, but they need to take this out of the Q&A, | wonder
what financial basis, what financial reason, did LIME
give.

Now, | understand that yes, that would be a
part of the extra 23-point, whatever million that the
consumers paid. | am not saying all of it is associated
just to the $1 increase, but what I would be expecting
from the regulator, when someone is asking to in-
crease prices, that at least they make a better case
other than what is included in the Q&A and this is
what we need for the ICTA to do. Right now, if we
need fo get teeth, we need to get teeth but the flip
side is: What was the economic justification for giving
LIME this $1 increase per month in the line rental?
That is my question to the witness, Mr. Chairman.

Mr. Alee Fa’amoe, Deputy CEQ/Executive Director,
ICT for OfReg: Mr. Chairman, | have to reacquaint
myself for that exact study but generally, because
C&W, then trading as LIME, now trading as FLOW,
had the only fixed-line network in the country, when
the market was liberalised, they were declared domi-

- nant in that space upon liberalisation. Typically, a reg-

wator will do an economic analysis on a regular basis -
of the markets that it regulates, in order to determine if
a player is still dominant or if somebody else has be-
come dominant or there might be a co-dominant posi-
tion, where two players are effectively exhibiting sig-
nificant marker power. We have never done that eco-
nomic study, so all we can do is take information that
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we have to hand, and our own observations in order
to inform our economic analysis.

At that time, that would have been the way we
wolld have made a determination, in that, is it eco-
nomically reasonable for this increase to be granted,
given that the player is still dominant in fixed-line ser-
vices. So, they would have been regulated in terms of
prices for the things that they were still dominant in
and fixed-line services remains one of the areas
where C&W does exhibit some dominance. )

| would say that in the lead up to the renewal
of C&W's license, we are now going through an eco-
nomic analysis of the markets where they were pre-
sumed to be dominant in the past, and that significant
market power or SMP review is underway right now.
You will see in short order some consultations around
that with respect fo what we call markets one, two,
three and four, which are fixed-line voice services for
focal and international calling and a future consultation
in the months coming, on other markets where we feel
that C&W needs to be tested in terms of its domi-
nance. All of that to say that at the end of the year we
expect to be able to draw a conclusion as to whether
or not C&W is still dominant in any of these markets
and if they are, what changes that means that we
should take into account on their new licence going
forward.

- The bottom line is, it's not a simple yes or no
answer to whether or not they can have a price in-
crease. It is an analysis of the impact it is going to
have in the market, the impact it is going to have on
competition, whether or not it is justified, et cetera.
Back in 2016, when this particular analysis was done,
the outcome was that it was reasonable for them to
increase by that small amount for the line rental side
of their business, but again, going forward we would
have to have a holistic view, which we are going
through. now, to see whether they truly are dominant
and to what extent they remain dominant in services
stuch as the member is mentioning which sounds like
fixed-line voice. '

The Chairman: What is the significance of domi-
nance? Am ! understanding you correctly that if the
ICTA determines that a particular provider is domi-
nant, they will attempt to regulate their prices, but if
they are not dominant, they do not have any authority
or they choose not to try and regulate the prices?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: As an economic regulator, you want to
make sure that the market is funcfioning and that no
player is skewing the market because they have dom-
inance. Dominance is defined by the economist as the
ability to control prices.

The Chairman: Anything the economist defines, | am
worried because we are automatically getting in on
the one hand.

Are those Kinds of terms determined in the
legislation?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: Some of it is determined in the licence
conditions that the licensees have, but there are also
standard economic principles at work here that every
regulator abides by in terms of, there are standard
formulas, standard testing procedures, there are
standards ways of gathering data and doing the anal-
ysis in order to arrive at a conclusion in whatever
market it might be, whether it is fuel, water, electricity,
felecoms, any numbers of markets; it could be cook-
ing oil. The tests that you go through to determine
whether a player or a supplier is dominant, is based
on their ability to control or exert a degree of control
on the market and on prices.

Mr. Christopher S. Saunders; Sorry, Mr. Chairman,
through you. Just looking back at LIME's application
back then, it asks; "Why is LIME raising prices?” That
was the question and then, one of the parts that jumps
out is that they were referring to their investment and
the example they used was: "One example of our sig-
nificant investment is our 4G LTE mobile network
which has been rolled out across all three of the Cay-
man Islands. And they rolled out a super-fast broad-
band to all residential areas in Grand Cayman, Cay-
man Brac and Little Cayman.” [UNVERIFIED QUOTE]

Naw, if they are just limiting their rollout of su-
perfast broadband to the places where the people are
wealthy, then the question is: Why are they allowed {o
charge everyone across the entire Cayman Islands for
something that only a few are going to get? You see
this, Mr.. Chairman, through you sir, is really where |
am having an issue, in the sense that the consumer
ultimately, as per the law, needs some level of protec-
fion and it is either the law is inadequate in dealing
with these issues or the regulator is inadeguate in
dealing with this issue but at the end of the day, both
of us, whether lawmakers or regulators serve the pub-
lic and we need o, amongst ourselves, come back or
sit down and fry to go back to the public and say, Lis-
ten, this is what we want to do but we cannot sit down
and have the Cayman Islands rank 190 ouf of 196 in
terms of broadband cost.

What | would ask the witness to do, as they
are negotiating with LIME/FLOW, is to consider this
and this again is also taking from their application in
terms of their local call rates fix to fix all locations, nine
cents for the first minute, two cents each minute
thereafter and fixed to mobile, all locations, 27 cents
per unit,

Now, when | go again, and | cannot help my-
self from looking at our neighbor next door, their basic
line plan rental for what we are basically paying $27
equivalent, they are paying $9.30 for the basic plan
equivalent in Cl dollars. Then, there is a second plan
for $11.30 and then there is the real top of the line
plan where you get 1,000 minutes to call any local
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mobile and everything for $13.30 Cl per minute. And
on top of that, their domestic calls cost less than the
equivalent of one Cl cent and to call mobile is literally
less than two cents. We are paying 27 cents and they
are paying less than two cents. | mean, these are the
kinds of things that when we do go to sit back with
LIME/FLOW or whichever name they will be going by
at the time, that we need to take into consideration for
the consumers. But the telecoms costs, if you look in
the consumer protection reports, it is one of the items
that is featured as one of the cost drivers for the CPL.
And, on top of that, when you dec understand, when
you look at even CUC licence, they are also increases
based on increases within the CP! so, we need to go-
ing through everything that we can do to make sure
that we lower the cost to get what is best for the con-
sumer, but the bottom line is, Mr. Chairman, through
you, in the form of a question, is: What can we basi-
cally expect that OfReg will be doing to get some of
these costs down during the next negotiation with their
licence?

Mr. Alee Fa’amoe, Deputy CEQ/Executive Director,
ICT for OfReg:. Mr. Chairman, the licence renewal
process with all of the telcos is coming up;, C&W is
just first. And the discussion with them will be about
moving to a framework that is fairer o all of them but
has expectations of all of them. So, to basically an-
swer the member's gquestion in the shortest way pos-
sible, we do not plan on regulating prices. We plan on
making sure the market is able to serve all of the con-
sumers and give those consumers choice and let
those consumers then decide who they would like to
go with,

In the area where the Member lives, for ex-
ample, nobody down that street has much of a choice
when it comes to fibre. You may not even be able to
get fibre from the one provider who is in that area. The
prices that you pay are reflective of the fact that you
have no choice as a consumer.

The Chairman: Stick a pin. | am troubled by you say-
ing you are not making any attempt to regulate prices
because i is clear from your evidence that there are
areas that get better service than certain other areas
hut the areas of the poor service are being charged
the same price as those that are getting the good ser-
vice. Why is the ICTA not insisting that there is a dif-
ferentiation in price based on what is available?

| understand and correct me if | am wrong, but
there are people on the Queen’s Highway for in-
stance, that have fibre. They have to cross my house
to get to the Queen’'s Highway, but 1 do not have fibre.
I understand there are people along High Rock, fo
which we have run fibre, but there are people on that
street who have no access to it, even though | have
requested of FLOW to provide me with fibre. Mind, afl
the technicians keep telling me that they have fibre in
their panel box {which | don’t know what that is) less
than an eight of a mile from my light pole to connect it

to, but | cannot have fibre. How are they allowed by
the regulators to discriminate in this way?

Your evidence suggests that the rich people
on West Bay road are getting it, not because they are
demanding it, not because there is competition, but
just because it is available and | am paying the same
price as the people on Seven Mile Beach. And fthe
other thing that confuses me is when they come to my
house to hook me up (and this is not something | im-
agined) the technician will call somebody and say, We
are not really getting enough here, boost it up a little
bit so we can get a betfer picture. Literally, why am |
not given the full boost to start with? And then, what
they charge me for is 80 per cent of the fulf boost. |
think you tend to give them a leeway of, if | am paying
for ten and | am getting six or eight, that is okay. They
should have to put in my area 15 and | pay for 10 for
when | only get d percentage of the full amount.

Mr. Alee Fa’amoe, Deputy CEG/Executive Director,
ICT for OfReg: Qur approach is to reguiate the ser-
vices, not the prices, and let the market dictate prices.
The way we—

The Chairman: But that nah working!
Mr. Christopher S. Saunders: Hold on. Sorry.

Mr. Alee Fa’amoe, Deputy CEQ/Executive Director,
ICT for OfReg: it is not working because the funda-
mentals are that the licence obligations that were put
upon all of them, they are now in breach of. .

The Chairman: Well, why are they not held in breach
of that? | am a little troubled when you say you are
trying to look for a new framework that is fair to all but
carries expectations, because we have had expecta-
tions all along, that all of Cayman was going to be
served equally, but for years, nobody is cancelling
anybody’s licence because they have not met the
conditions of it.

Mr. Alee Fa'amoe, Deputy CEO/Executive Director,
ICT for OfReg: The way we are addressing the li-
cence obligations that they were in breach of, is to
establish a universal service network for the eastern
district that will be funded by the licensees who are in
breach.

The Chairman: So, the Government is finding a way
to subsidise their investment to provide investment for
them that they should have done 20 years ago when
they got their license?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: The Government, through OfReg, will
build the network and they will pay for it because it is
clear the market has failed to do what it was supposed
to do under its licensed obligations. This is hot a new
thing; this is common among every developed nation
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where we have rural areas that cannot be economical-
ly served. A universal service network paid for through
some sort of universal service fund is usually used in
order to serve those customers. In fact the UK has
just announced something similar where customers
can apply for this universal service funding up fo, |
believe it is £3,400 in cost fo service; it may be a rural
farmer miles and miles away from the nearest road,
for example.

So, the cost in connecting him to the network
can be higher than someone who lives in a village or a
city. But the principle is still the same. Yes, there are
some costs involved in connecting someone who lives
down a long, windy past in the countryside, but there
needs to be a mechanism to make sure that person is
not left with no choice and no access to services just
because of where they live; that in and of itself is a
form of discrimination which, regulaters around the
world address through mechanisms like a universal
service network. So, the plan is to address the lack of
connectivity and the lack of choice in eastern districts
of Grand Cayman, through universal service network.

The other areas that you speak to, Mr. Chair-
man with regards to.getting what you pay for, is relat-
ed to another effort that is underway at the office,
which is going to establish standards for quality of
service. The broadband consultation that we have just
completed is the first step in that direction. By defining
what broadband is and how we will measure it, we will
then be able to establish a set of guality of service
standards.

What we envision happening is that if you as
a licensee expects to sell something called broadband
in any of its forms under that particular part of your
licence, it must meet certain standards. It must, for
example, deliver at least, let us say, for example, 80
per cent of what you have contracted, even during the
busy period, not four ¢'clock in the morning, but during
the busy periods and sometimes there are two busy
periods in a given geography. That is the way we can
get to the quality of service that we are looking for; the
choice that was promised when we liberalised the
market place and those are the two things that we feel
it is our duty and our priority to regulate.

We believe that prices will be the outcome of
ineffective competitive marketplace and it is prema-
ture for us to look at prices, until we figure out the un-
derlying infrastructure that drives choice and availabil-
ity and the quality issues that plague everyone in the
country today.

Mr. Christopher S. Saunders: Mr. Chairman, through
you. First of all, | am not prepared to tell the people of
Bodden Town West that they are rural nor is Savan-
nah, Newlands or anywhere else, especially when you
consider that people in the Newlands area are receiv-
ing fibre.

The question for me to the witness, Mr.
Chairman, through you: Why stop in the eastern dis-
tricts? Because once again we are going to create a

model where we allow these guys to cherry pick and
then the Government ends up subsidising. Why not
just roll out the entire network across the entire Is-
iand? To hell with them! If we are going to do it, do it
for everyhody because if not, we will be guilty of the
same thing that we are accusing the telecoms of
where we are now focusing on one area and not the
other. So, the question is if you are going to roll out
the network, roll it out across the entire Island, not just
the eastern district and that way, the cost will be much
better and the people will have a better choice. Do not
stop there because if not, then the taxpayers will be
paying for something that these guys should be doing
and they will be making $23 million extra for a year
that you did not even think they were going to make,
Do not stop there; roll it out throughout the whole Is-
tand.

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: In turn fo the member, | am not sure if
that was a question or a proposal.

Mr. Christopher S. Saunders: To put it in a question
form: Why not roll out the entire Island, then?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReq: First of all we are not subsidising any-
thing; they will be paying for all of this.

Secondly, we are not actually building a net-
work. If you consider a network as the thing that pro-
vides the service to you, that is not what we are rolling
out. What we are rolling out is a connection, the fibre
connection from your house to their network. So, ba-
sically, the architecture that we are exploring will set
up what is called a *meet me point”. It might be in
Bodden Town near the Primary School or it might be
near the Police Station, but a “meet me point”,

All of the competitors' networks will come to
that meet me point. Beyond that meet me point will be
what we are calling “Eastern District Fibre" or "EDF/”,
which will be a passive network that runs through the
ducts and along the poles out toward homes. When
granny in East End calls one of the providers and
says, [ want your TV service, that provider goes to the
meet me point and makes the connection to EDFi. He
then drives out to granny's house and puts a connec-
tion from the pole or the nearest cabinet to her house
and installs his box in her house. All EDFi has done is
bridge the gap between the house and their network
which is now at the meet me point.

What that does is it makes it a lot more effi-
cient to deliver services to the areas of Grand Cay-
man which are sparsely populated. By sparsely, basi-
cally what we are looking at is housing density that
falls off dramatically after Bodden Town Police Sta-
tion. We are working with the Department of Planning
right now to determine exactly where that density falls
off, so we can determine where the boundary line is
for EDFi. We feel that EDFi should be as small as it
needs to be and that they need to be build out up until
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that boundary. We think it is somewhere in Bodden
Town, so the meet me point would be there and our
EDFi would be as passive, as simple, as inexpensive
a connection between that meet me point and the res-
ident's home as possible. They will still provide the
service, they will still provide all of the bells and whis-
tles that their particular network provides as opposed
to their competitor's network, but customers will no
longer have one choice and ohe choice only, and that
provider is using some combination of copper and
fairy dust to deliver sub-standard service to the cus-
tomer.

Mr. Christopher S. Saunders: Quick question: Un-
derstanding - the culture of both LIME/FLOW and
Digicel, does anyone hanestly believe that those guys
are going to pay for it and nof pass the cost on to the
consumer?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: Mr. Chairman, C&W is not one of the
entities that have a license obligation to extend a fibre

network across the Island; they already had a network -

in place. It was the competitive networks who got [i-
cences to compete with C&W who agreed to a licence
obligation that they would service the entire country by
rofling out their network and the regulator then re-
ceived regular reports from the providers as to their
fibre rollout plan and that plan has shown us that they
have had extreme difficulty in rolling out their net-
waorks; in part because they did not invest, in part be-
cause they could not get access to buried ducts and,
in part because they could not get effective and effi-
cient access to poles in order to connect their net-
works and build out their network along the way—all
of which we are dealing with but, separately.

Mr. Christopher S. Saunders: Just so | am clear, Mr.
Chatrman. Just to understand from the witness that
LIME does have the network out there. So, the ques-
tion is: Why is it not available to the public if the net-
work is there?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director
ICT for OfReg, Cayman Islands: Their network is
built up and it is available. Anybody in the country can
get phone service. Their network is not 100 per cent
fibre, they have a HFC, which is a hybrid network that
is partly fibre and partly copper.

Mr. Christopher S. Saunders: Ckay. The reason |
am asking a question, and not to get tied up in the
small details but, per their own application they are
saying that they needed to increase the cost because
they are rolling out a superfast broadband across the
island and that was one of the justifications given for
them chucking up the money line rental and other
fees. S0, the position is this: if we allow them to raise
the fees based on what it is they have said here and
they are not delivering what they said they would

have, then the natural thing fo say would be, Wait a
minufe, we approved this fee based oh you doing X.
You have nof done X so we are faking back half the
fee.

Mr. Alee Fa'amoe, Deputy CEO/Executive Director,
ICT for OfReg: Just because they say they are good
looking, does not mean | agree.

ir. Christopher S. Saunders: Exactlyl The point |
am frying to get at—

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReq: Just because they have said that we
are entitled to this because we are great, because we
did LTE, because we are doing this, does not mean
that that is what we would take info consideration. An-
ything that involves an increase to a regulated price,
such as fixeddine rental, which is part of the areas
that they are still considered to be dominant in, the
economic analysis would not take into consideration
some magical thing they did with mobile. That has
nothing to do with our analysis. Just because they put
it in the letter does not mean we are going to take it
into consideration. ‘

Mr. Christopher S, Saunders: The point I am making
is: In both their submission which-is available on your
website and your response to them, which is available
on your website, there was no reference to any eco-
nomic decision that was made, other than to say, Fix
this part of your marketing and you can get your dollar
increased. There was no economic analysis availa-
ble—none.

| can only base my questions and my as-
sumptions on what they submitted and what you guys
replied. Nothing economic, other than fo say take that
out of your Q&A, take that out of your Q&A and take
that out of your Q&A. So, the question then is; What
basis did the regulator use to say we are going to give
you this increase? They did not give an economic
reason and ICTA did not respond with an economic
reason.

Mr Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: | can provide the Committee with that
economic analysis. You have a good point; it was not
part of the published documentation, but it does exist.

Mr. Christopher S. Saunders: Okay.

The Chairman: | still want to know, how is it that your
licensee can lay out fibre network to a particular cus-
tomer and customers along the way are not given ac-
cess to that fibre network? If they can sftill do that,
then, your providing them with a framework is not go-
ing to help anything; they are still only going to go for
the one that they believe is going to sign up for 20, 40
or 50 or 100 megs and live the little householder along
the way, who only wants10 megs un-serviced.
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iMr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: | do not want to defend any one pro-
vider over another, but | would say if you bought a
house in Miami that was directly under 1-95, it does
not mean that you can just drive out of your driveway
and get right onto that interstate. You might have to
go a little ways down the road to get onto a ramp be-
fore you can join the interstate. So, the fact that a fibre
cable runs outside of your house, does not necessari-
ly mean that it can easily be accessed.

The way that some of the networks are de-
signed, is that that fibre feeds a cabinet. That cabinet
then converts that fibre into DSL or into copper-based
services and from there, the copper is used fo
transport services to the house which might mean go-
ing back along the same road that the fibre came back
to your house, for example, that the fibre crossed. But
it is just the architecture of the network. That particular
architecture is nhot what is used by the competitive
entrants who do not use copper in any part of their
delivery mechanism, to my knowledge.

Those providers use a completely different
architecture which delivers fibre to the customers’
premises and the box that they actually install either,
outside your home or in your house, what we some-
times call a modem, actually terminates that fibre into
the back of the modem, whereas with the other net-
works, what you are getting is a copper line into your
house for phone service or DSL and somewhere else
down the road, that copper is converted to the fibre
network which then delivers that service from your
house down to their main core network in town or
Bodden Town.

The Chairman: Suppose a group of people on a par-
ticular street or along the streets from their cabinet,
where they have the fibre, applied collectively and
were willing to pay to have fibre from that cabinet put
in, and the provider refused to do it, does the regulator
have any authority to say, Listen, you have fo do it
and even if they pay for it in the first instance you
have fo reimburse them through credit or some other
mechanism.?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReq: In that particular case directly, Mr.
Chairman, no. What we would need to do is to have
those customers make a case that they were being
unfairly treated or discriminated against because of a
lack of service that could have been rectified cost-
effectively by doing what you are suggesting.

The Chairman: And how do | demonstrate that?
Google | think does one where | can test the speed of
my internet downioad. Can | keep a week's record of
what | was getting at various times of the day and
then present that to the ICTA and say, Listen, | am
paying for ten, here are my records that over the last
two weeks the maximum | have goften is six and most
of them | am getting three? Would that be something

that the ICTA could act upon and force the provider to
get at least the 80 per cent that you say is okay? Be-
calise you see, | would like you to say, if | am paying
for ten, that is the 80 per cent of what they are provid-
ing. That is the minimum | am going fo gef, as op-
posed to | am paying for ten and you will accept that
eight is okay.

Mr. Alee Fa’amoe, Deputy CEQ/Executive Director,
ICT for OfReg: As a quasi4judicial entity, | would not
want to pre-judge any prospective complaints that are
either ongoing or might come before us, Number (1), |
would say to you that we do not get enough com-
plaints. We would welcome mere folks such as your-
selves telling us what is going on, telling us what is
happening, what you are experiencing out there so
that we can hold our licensees accountable.

Number (2), any evidence you are able to
provide we would take info consideration. [t might be
questioned or challenged by the licensee, but we
would stil welcome it.

Number (3}, to address exactly what you are
referring fo, that is, quality of service, we recognise,
as do many other regulators around the world, that
there is a need for an independent assessment of
quality of service; not the customer, not an IT compa-
ny, not the regulator, but an independent body to be
able to evaluate and collect data on quality of service.

To that end, just yesterday we signed a Mem-
orandum of Understanding with an entity that we have
been courting and pursuing aggressively for the last
year and a half out of England, called SamKnows,
which maintains a network of testing facilities that will
do exactly that, be able to give us an independent sta-
tistical analysis, not on an ad hog basis, not at your
house because you called for it, but on an ongeing
basis through randomly selected participants around
the country feeding SamKnows. And they can then
provide us with a report as to how each and every one
of the providers are doing with respect to the con-
tracted speeds that the customer should he expecting.
And it is through that kind of mechanism of which we
anticipate to hold licensees accountable for the quality
of service that they are delivering to the customer; not
an ad hoc basis where, maybe a complaint comes in,
maybe a dozen, but a proactive, consistent monitoring
regime that holds our licensees accountable.

The Chairman: So, you are contracting an independ-
ent company to provide us with this testing. Care to
unveil what that is going to cost, because | probably
will wind-up paying for that too?

Mr. Alee Fa’amoe, Deputy CEQ/Executive Director,
ICT for OfReq: This entity has not given us the cost
but the way their model works is they basically are
able to provide advice to their clients, which are gov-
ernments and service providers based on the data
that they are able to coliect so they have a world-wide
organisation. Obviously, we are concernad about pri-
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vacy issues; we need clear identifiable information to
be made available either, to the contractor or fo any-
one else that might buy their services, but what we do
want them to be able fo do is, for example, they need
to know that you have contracted for 10 megs but you
are only getting 5. They need to know that so they can
flag it to us to say that this particular line is under-
performing.

What they do not need to know is what your
dog's name is and, you know, your post office box
number and where you bank. So, we need to balance
how much information we provide to the contractors
and protect the privacy of the people who are partici-
pating in that ongoing survey. The details of that we
need to work out but we are cognisant that privacy
needs to be borne in mind as we move forward, but
we need to balance that with the power that this enti-
ties can offer to small jurisdictions like ours.

It was a struggle to get them fo sit at the table
with us because they are dealing with the likes of Ver-
fzon and British Telecom and OfCom in the UK and so
forth. We finally managed to get them to sit down and
talk to us and they are actually looking at us as a po-
tential way of giving back and expanding into under-
served communities, Whatever it takes to getthat kind
of power in the hands of the regulator and in the
hands of the consumer, we are going to try to effect.

The Chairman: Yes, two years ago, by way of a mo-
tion by the Member for East End and |; we managed
to get some penalties put into the ICTA Law.

Mr. Alee Fa’amoe, Deputy CEOIExecutwe Director,
ICT for OfReg: Thank you, sir. .

The Chairman: Unforfunately, the Government did
not put it in the way we wanted to put it in. They put it
in up to $500,000 and our concern with that was that
when you start talking numbers like $500,000, provid-
ers like FLOW and Bigicel will just lawyer-up and they
will never get anything decided. Is the find administra-
tive structure going to be introduced to help you regu-
late these providers? For instance, to say if your inde-
pendent regulator determines that at my house, as an
example, | am paying for 10 but | am only getting 5
over a period of time, are you going to attempt to
change the legiglation fo allow you to administratively
fine that company say, $5,000 fine, which is much
better to pay because a phone call to a lawyer is go-
ing to cost more than $5,000, and have a daily ride on
it of maybe another $2,000 untit it is corrected and
your monitor will show that it has been corrected con-
sistently? Or, are we going fo rely on taking them fo
court up to $500,0007

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: The fines that the House approved
were, if memory serves, up fo $500,000 per incident
and a daily fine of up to $25,000 a day until the breach
is corrected. That gives us considerable [atitude.

The Chairman: But it has never been used once in
that two year period; has it?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: Yes. We have just issued a Draft De-
termination on a licensee that we found in breach of
their licence and the fine is in excess of $1.2 million.

The Chairman: Again, | guess | have been around
this too long, but sometime ago, either, in Finance
Committee or a prior PAC, there was some concern
that some of the local providers may, in fact, have
been billing for other services provided here in other
jurisdictions and accounting for it in other jurisdictions
so that we could not apply the 6 per cent to that reve-
nue. Has that been resclved? And, are all of their ser-
vices that they now provide in Cayman being billed in
Cayman to which the 6 percent is subject to?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
IGT for OfReg: | am not aware of any specific in-
stance where that kind of offshoring is happening. We
would take a very dim view on that. In fact, we have
reached out to a number of regulators in the Caribbe-
an about setting up bilateral arrangements where we
can share information because we all tend fo regulate
one or two of the same entities.

In recent discussion in Jamaica, for example,
they are concerned because one of their entities has
now merged with another and they are trading as two
separate entities because one is listed on the Stock
Exchange and the other one is not but the branding is
combined and is the same, so they are very con-
cerned about customer data, getting mishandled or
mismanaged and how the fax implications—they call it
tax, we call it royalties—might have an impact. So, we
are in discussions with regulators around the region
about how to share evidence of cerfain practices be-
cause these are all global entities and identify to each
other when we. see questionable practices or we con-
duct investigations on some of these entities which we
all regulate, in order to help identify those kinds of is-
sues that you raised, Mr. Chairman.

The Chairman: Do you have a question?

Hon. Bernie A. Bush: Yes, Mr. Chairman, through
you. You already covered one on the penalties which |
was here when you and the Member for East End had
carried those on.

Have these companies given you any expla-
nations? You have Northwest Point Road . . . because
you all keep talking about the eastern districts and it
seems as if you think the golden state of West Bay
has everything. We are rural as well.

Going down the Turtle Farm Road, we have
fiber optic to which 300 feet from that is Glidden Lane,
which | think you know well, there are 16 homes just
in that little street. We have Watercourse Road, which
comes off of Northwest Point Road; no fibre optics.
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So, it cannot be because of the excuse when | hear
that there are sparsely populated areas. Those areas
are well-populated and we do not have yet to have in
the street. | am not going to say here who is mainly on
that street.

Mr. Christopher S. Saunders: Politicians.

Hon. Bernie A. Bush: No, the street of the politicians
does not have it.

So, have they given any explanation of that
for West Bay? | can understand okay, if you want to
- argue that it is sparsely populated up on the eastern
side, why not so in populated areas?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: Mr. Chairman, through you: we have
looked at the coverage maps for fibre rollout for our
licensees and West Bay is poorly covered. Whatever
the rationale might be for the eastern districts in terms
of density, in terms of distance from the core, In terms
of whatever the argument might be, does not exist in
the areas in West Bay that remain to this day, uncov-
ered or under-served by fibre. We will not accept any
of those excuses and we will hold our licensees ac-
countable to completing the rollouts of their networks,
which will include West Bay.

We consider everything west of the boundary
where ever that boundary might be in Bodden Town,
everything west of that is competitive territory and we
expect all of our licensees to fully cover all of that terri-
tory, including the un-served and under-served areas
of West Bay.

Mr. Christopher 8. Saunders: Mr. Chairman, sorry. |
just want to make for the record that Bodden Town
West is the second largest constituency, only beaten
by Bodden Town East and Bodden Town is the sec-
ond largest in terms of population and the Iargest in
terms of land mass.

The Chairman: And the fastest growing.

Mr. Christopher S. Saunders: And the fastest grow-
ing.

Mr. Chairman, through you: | do recognise
that the ICTA themselves have their own challenges. |
worked with Digicel and Flow, well, Cable & Wireless
before, and understand the culture of the people we
are dealing with. They are creatures of habit and they
are not very easy to deal with it. | can iell anybody that
so, | do sympathise with the regulators in that regard
in terms of the backlash they have ahead of them. It is
not easy.

We have companies with very deep pockets
and | think the current Chairman of OfReg, Mr.
Pierson, will recall that even during liberalisation talks,
the CEQ at the time for Cable & Wireless, West In-
dies, bragged that they had enough time to bankrupt
the Cayman Islands Government if they pushed

themselves too much. So, | do not want the public to
believe that, you know, it is easy to do. It is difficult to
understand those guys.

What we want to make sure here, and at least
going forward, is that if we need to make changes to
tegislation, let us make it. If we need to put in more
teeth, let us do it, but the thing about is and this is the
question to Mr. Fa’amoe, is that price has got o be a
component because ultimately, at the end of the day it
is required by law and what really determines quality
is what you are paying for it. So, we cannot just have
a quality for something and we end up that only Haiti
alone, which is again, poor . . . so, if you are to run it
in different areas | can understand somecne paying
$224 but we cannot have people next door paying
$18, $19 per month for broadband and people on this
side, right next door, for the same company, paying
what it is.

We have the same issue with roaming. |
mean, what some of the roaming bills that people
have been charged, it is literally almost criminal when
you do consider that most of the telecom companies
have fixed contracts with US catriers. So, it is not as if
to say they are being charged, because | can tell you
they realised what was going through this side of the
billing mechanism was too expensive, they just went
fo a flat rate. And for what these guys are chargang
people on flat rate-type stuff, it is criminal.

One of the things | want to touch on, Mr.
Chairman, | just wanted to put that out there because |
think it is important for us that the public do recognise
the ICTA does have a challenging responsibility and
the people they are dealing with are very difficult fo
deal with. But at the same time, we need to make sure
that the public and those companies know that we
intend to come for them, because | am going fo tell
you right now that | intend to go for them. For the
money that they are making and for what people are
paying, | am taking that on as a pet project.

Mr. Chairman, | also wanted to touch on the
ICTA Consultation 2016-2. [n essence, it was just the
whole issue on the poles. The pole issue that some
companies were having with CUC’s Datalink, and
one of the things that jumped out of that report to me,
I am just going to read it briefly just so we can touch
on it, is Question C2 where it says: "Provide you a
view on whether each of the relevant components of
the pricing formula for calculation of the annual at-
tachment fee included but not limited to net cost of
bear poles, space factor, ete.”

One of the comments that jumped out was on
FLOW's response to that same question, C2. Basical-
ly, the issue that they came back with was to say the
net cost of bear pole is overstated and this is what the
response was: "Datallink calculates the net cost of
bear poles fo be nine hundred dollars which we be-
lieve significantly overstates Datal.ink’s true net cost.
Based on information provided to CWC in quarterly
invoices from CUC, the net cost of bear poles varies
by height of the pole as follows:
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s 35 wooden pole = $199.45
o 40" wooden pole = $371.20
» 45 wooden pole = $1,007.91"

it goes on to say that: “The majority of CUC
poles in the Cayman Islands, with the exemption of
certain poles in the George Town area, are 35 in
height. Assuming the nine hundred dollars net cost
figure cited by Datal.ink is based on an average cost
of all installed poles or poles utilized by the attachers,
it is unclear how Datalink arrived at such a high fig-
ure, almost equal fo the cost of the subset of CUC's
tallest, most expensive poles. Based on our review of
the most recent quarterly invoice received from CUC,
the average height of installed poles is approximately
39, and the average cost of the installed poles is ap-
proximately $5633 dollars, therefore we believe Data-
Link's calculation overstates the true net cost of bare
poles by sixty-nine per cent or $367 dollars.” [UNVER-
IFIED QUOTES]

MNow, | raise that question because, one of the
issues | know that some companies have been using
is that they are basically being over-charged or Data-

Link/CUC isn't co-operating in ferms of the fiber that"

they want to rule out. | also read the Authority’s deci-
sion that came through and | just wanted to put it out
there that on the consultation that the ICTA sent,
Digicel's response was a two-page letter which basi-
cally said yeah, whatever, and then Infinity basically
came back saying to that question they had no com-
ment. And | also read the [CTA's decision but [ was a
littte bit unclear in terms of what the final outcome was
in reading that decision and 1 just wondered for clarifi-
cation: What ultimately was the outcome of that whole
issue with the pole debate between those guys and
Datalink? Just in brief form, because 1 could not get
that from what I found on the website.

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReq: The ability for telecoms to atiach
poles is the most cost-effective way for network roll-
out in any country. Putting things underground is
great; it has the resilience in time of hurricanes and so
forth, but it is expensive, especially where under-
ground facilities like ducts and manholes do not exist.

Caribbean Utilities Company was required to
get a separate licence under a separate wholly-owned
subsidiary, so that their electricity licence with the
ERA [Electricity Regulatory Authority] was completely
separate from their ICT licence from the ICTA at the
time under this subsidiary called DatalLink and Data-
Link would then manage the pole aftachment space,
which at the time only Cable & Wireless was in but
other companies wanted to attach too.

The industry from day one had issues with
DatalLink, with procedures, with cost, with time delays,
with the whole process of what is referred to as make
ready, which is creating the space or securing the
pole through guy wires or whatever is required to en-
able additional attachments to the pole. As a result,

we brought the whole industry together in a series of
facilitated discussions about all the various issues and
basically took one of six or seven issues and issued a
determination on it which was on reservation fees.
Basically, licensees were being told that they had to
pay a reservation fee for a pole or a whole span of
poles to secure that space and then when they came
to make their attachments, then they discovered that
the space was nof actually there; that it had to be cre-
ated either, by putting in a taller pole or separating the
power from what was there to create the space.

The Authority took the decision that the reser-
vation fees and the whole process around that were
not fair and instructed them to remove it from their
contracts and do away with it. Immediately the deci-
sion was challenged under the process known as ju-
dicial review because we are quasi-judicial; any ap-

_peal to our decisions goes to the High Court. And that

is where we are today. We are in court. | would haz-
ard to say we have probably spent approximately
spent in excess of $300,000 in legal fees and our de-
cision is pending in June or July of this year and at
that point we will have to reassess how we approach

- this part of our regulatory responsibility, because it

simply too costly for our licensees to continue down
this path with Datalink and customers are the ones
who are hurting at the end of the day because they
cannot get the service because the guys cannot con-
nect or the connection is too expensive for them to
justify.

The Chairman: Correct me if | am wrong but again,
have not all of CUC's poles and other infrastructure

.paid for specifically by the consumers’ postlvan

through a monthly surcharge? If | recall, it was some-
thing like six or seven dollars per month infrastructure
surcharge of something that all consumers had to pay

for all of CUC's light poles that were put in and now

we are turning around and charging $1,000 for six
inches of the pole to hang a wire?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: | do not know the details behind it but
yes, a large number of poles were replaced after Hur-
ricane fvan at the public’'s expense.

Wir. Christopher 8. Saunders: Sorry. Just to put that
in context, because | do not want to leave that out
here hanging, but that was something i looked into in
preparing for this PAC and | think at the time it was
the intention to generate $35 million as part the hurri-
cane recovery. I'm just speaking ball-park. When |
look at CUC's Balance Sheet, their generation and
transmission distribution asset was to the tune of
maybe either, $400 million plus or $300 million plus
back then; it has since gone up well. So, when | did
fook at the actual cost, in terms of what it is compared
in terms of recovery, it probably represented maybe
about more than 10 or 156 per cent of the total cost.
So, in defense, as much as it is basically a good
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soundbite, it was not the entire network that we paid
for.

The Chairman: That is certainly the impression the
consumers got. | do not think | am the only one that
believes that seven dollars a month was paying for it.

Mr. Christopher S. Saunders: No, no. In fairness,
. Mr. Chairman, | had the same impression. | went back

and saw the pretty little picture of the Member for East
End, in terms of the research and everything else, and
that is one of the things that remained inside the con-
tract. As a matter of fact, | think | did print off the arti-
cle at the time where it said that CUC's surcharge was
necessary, going back to when the issue was raised. |
know | printed it somewhere. Yes, CUC's surcharge
was necessary and it was the December 4™ 2007 edi-
tion of the Cayman Compass. | guess back then it
was decent so | guess we can probably google the
reporting. It is one of the things—

The Chairman: The larger question [ have is when
the regulators are finished now and CUC is getting all
-this additional income for the poles, are the consum-
ers going to be refunded in some pro-rata basis or is
that outside the scope? t guess | will ask that to the
OfReg man that is coming after you because you

have nothing to do with CUC. Ckay, | wrote it down for.

him.
Are there any other questions?

Mr. Christopher S. Saunders: | just have one cios-
ing question to the witness. First of all | want to say
thank you for coming down here. You do not have an
easy job. | mean, | can tell anyone that, having been
on the other side. | have been reguiated by the ICTA. |

know because | used to give them problems in my |

former life too and it was not easy dealing with people
like us.

The question | have really is: What do you
think the OfReg, in terms of your sector of telecom-
munications, where exactly would you like for it to be?
Very forward looking, because ultimately, what do you
think would be best for consumer, in terms of your
rola?

| am still a little bit, | guess concerned, in
terms of the regulators going in now to provide some-
thing that these guys should have been doing and in
essence | see it as a departure from something a reg-
ulator shouldn't be doing but naturally it needs to be
done, so somebody has to do it. But the flip side is,
ultimately, what legislation or what teeth do you need
ar do you think we need to give you to say, You know
what, this is ultimately what is going to be best for the
consumers of this country?

1 am going to tell you right now, that ranking
190 out of 196 in terms of the cost of broadband is not
something anyone in this House would be proud of,
neither on the Opposition or the Government side.
And there is nothing we would like more than go back

and say to the Caymanian People we have reduced
this from 172 down to at least X cost, but it cannot
continue like this and not with the poor service that we
are getting. We are basically paying for something we
are not getting, so the question is; What do you think
ultimately you wotild like to see done in terms of law
or whatever it is given to your organisation to make
sure the consumer is protected and getting value for
money?

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: One of the things that is driving costs
in Cayman for broadband, in particular, is off-istand
connectivity.

Off-island connectivity is stiil provided by one
provider through both cables and the concern that we
have is that there is dominance there, indisputably.
But that will come out as part of our economic analy-
sis that we are doing right now, bui when you have
both of your links out of your country, the only way for
you to get off island on voice or internet, controlled by
one company, you have a problem.

What we have done, bearing in mind that
those two links are now over 20 years old, are reach-
ing the end of life and were never designed for inter-
net traffic 25 years ago when they were built, is to ac-
tively seek out other investors who are willing to bring
multiple submarine cables into the Cayman Islands to
protect and diversify our internet connectivity to drive
down prices and drive down costs to improve the resil-
ience of the economy, because without this connectiv-
ity our economy simply shuts down. And to also, then
drive economic growth because we helieve that we
can be more than just a provider of services to our
local cusiomers but we can offer services to near-by
territories who are on the same boat as us, being
served by very old infrastructure that is controlled by
ohe, maybe two companies that serve all of Central
America and all of the Caribbean.

So, in and of itself, what that would do is dra-
matically change the broadband landscape for the
consumer and the resilience and performance, he-
cause right now, we believe that our latency which is
basically how long it takes for a packet to get from
your house fo the real internet which actually begins
for us in Miami, right how, is too long because the sys-
tems that we go through to get there were designed
for voice traffic 25 years ago. So, by bringing new
technologies and additional providers into that space,
we believe, that we can dramatically impact, but in a
positive way, many of the concerns that we have been
talking about here this morning.

In order to do that we do not heed legislation
but we do need, and have advised Cabinet that we
will be asking for a specific directive to helip us be-
come a one-stop shopping to encourage that foreign
investment into Cayman. We have what | believe is a
good overarching umbrella law in the URC Law, the
Law that created OfReg to begin with, but honestly
what is a huge time suck for us is the incompatibility
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that we have under the URC Law as a regulator with
the Public Authorities Law, which we warned the Gov-
ernment about when it was a bill. But those serious
inconsistencies that directly contradict one another
between our enabling legislation and the Public Au-
thorities Law need to be addressed. So, we hope that
we can work with Cabinet to bring that to the House
as soon as possible, whether it is a change to the
URC Law or a change to the Public Authorities Law, it
does not realty matter but those inconsistencies, when
you are a quasi-udicial entity, you are a creature of
the Law and anything that jeopardises that consisten-
cy, jeopardises your ability to fulfill your mission.

Mr. Christopher S. Saunders: Thank you very much.
Just one quick guestion and the reason | raised the
whole legislation issue is if every single time that the
OfReg goes and makes a decision and it is going to
end up in court, where we are talking about multi-
billion dollar companies where $3 million or $4 million
in legal fees is really nothing, but your ability to fight it
would be a challenge. Clearly, there is something
short in the Law because we do need fo recognise
that we do not want to create a situation where every
single decision that OfReg makes becomes chal-
lenged by these deep-pockets. The question then is:
What amendments or what do we need to change to
make sure that up to a certain point what you guys
say is final?

[ mean, earfier we spoke about that $1.2 mil-
lion fee; | know for sure those guys are going to iaw-
yer up like crazy. Do you know what | mean? And by
the time you probably get it and what you are going to
spend, the time and the net result, it may probably
come net back to zero. Again, it would just defeat the
purpose and the Jawyers get rich and people basically
get nothing. So that in itself is an issue.

Now, I am thinking the Maya-1, was a consor-
tium of companies that actually owns that cable. 1 no-
tice CJFS, which is Cayman Jamaica Fibre Service, is
fully 100 per cent FLOW. But I know on the Maya-1
that in itself is a consortium. The thing that drives me
crazy, and again, going back is it costs about one cent
to term rate a call to say MCI or one on those guys in
the States, going over the Maya 1 but yet, to call the
neighbor next door on a Cable & Wireless network
costs more that it does to place a calf to Miami. And
again, this is why the issue comes back to me with
price. There is no way you are supposed to be send-
ing traffic all the way up on the Maya-1 paying one
cent for that in US, thereabouts, but yet FLOW is
charging two cents Cl, US$2.50, US$2.40 to call the
neighbor next door on the same poles that have been
around forever and a day, that have been paid for
many times over.

This is really where the public is, in essence,
getting the short end of the stick and those are the
kinds of things that we need to fix because at the end
of the day we are still a consumption-based country
and everything that comes out of the pocket one way

or another, we still have some of the highest ARPUSs
faverage revenue per user] in the Caribbean and
again it is not something to brag about but is some-
thing that these guys live for and whether we accept it
or not, we are subsidising other islands and that is
one of the things | hope the ICTA will tackle, but the
cost is one that has to come down.

Mr. Fa'amoe, | really want to thank you for
coming here today and like | said, it is not easy in
terms of what it is you are doing, | think you are being
very candid. You have answered most of the ques-
tions as best as you can and we really appreciate it
and, if there is anything that we can do fo help you
protect the public just let us know, because that is ul-
timately what we are here for. Okay, thank you.

The Chairman: Mr, Fa'amoe, | wish to also thank you
for your time and we appreciate your forthright an-
swers. Thank you very much.

Mr. Alee Fa’amoe, Deputy CEO/Executive Director,
ICT for OfReg: Thank you.

[Short patise]

ADMINISTRATION OF OATH
OR AFFIRMATION

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: | swear by the
Almighty God that the evidence | shall give to this
honourable Legislative Assembly shall be the truth,
the whole truth and nothing but the truth.

" UTILITY REGULATION AND
COMPETITION OFFICE (OfReg)

The Chairman: Good morning, Mr. Morgan. Thanks
for coming to the Public Accounts Commiittee. | he-
lieve this may be your first visit so the rules are very
simple, sir. When you answer the first question please
state your full name and your fitle for the records.

As you may have been informed, today we
are doing ICTA 20114/15 Financial Statements and its
relationship to OfReg, and we fully realise that these
financial statements will pre-date OfReg, but we still
have some questions in term of the relationship be-
tween OfReg and some of the things it is doing at IC-
TA.

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: Good morning,
Mr. Chairman. Thank you very much.

Mr. Christopher S, Saunders: Good morning, Mr.
Morgan. | can assure you that the questions coming
from this side will not be as the last ones. What we
are hoping to get out of your session is recognising
that OfReg itself is an entity that is fairly new and it
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has brought together different sectors that were all
previously regulated separately.

| just want to read the section of the Law, not
to cover if, but just section 6 of the Law, "Principal
Functions of the Office” where in particular section
6(1}{c)(ii} states: “ensure that utility services are
satisfactory and efficient and that charges im-
posed in respect of utility services are reasonable
and reflect efficient cost of providing the ser-
vices,” It is that part of the Law that we are trying to
get just in terms of the feel from OfReg of what the
public can expect in the sense of going forward in
terms of regulations.

If you were listening fo the questions that we

asked Mr. Fa'amoe, it Is being ranked 190 out of 196 -

in terms of the cost of broadband and then seeing
what our competitors are paying elsewhere. Only Haiti
has basically beaten us in the Americas being North,
Central and South America, That is not something we
want to brag about and so we recognise that there is
an element of where Cayman is actually subsidising
other parts of both FLOW and Digicel operations.
What we are looking for is what we can expect from
OfRegq in terms of, especially, price.

Now, Mr. Fa'amoe mentioned that that is not
something . . . and they are more focused on guality
at this point, but what makes quality flow is affordabil-
ity. So, the question is then, just to kind of set the
stage, just very future-fooking, very forward looking
and this being your first time here, we are trying to find
out the culture or the remit in which you gquys at
OfReg are looking in terms of managing costs; not just
on the ICTA side, but also on the fuel and water sides.
So that is what we are looking for. That is the ques-
tion. Thanks.

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: First of all, the
name is JP Morgan. You can cali me JP if you like. |
am the Chief Executive Officer of OfReg. As you
know, OfReg is the amalgamation of the ICTA, the
ERA and what was the Petroleum Inspectorate, and
we fook onto ourselves the regulatory responsibilities
that the Water Authority had for the water sector, for
the underwater utilities as well as this, | suppose al-
most undefined creaturé calted fuel markets regula-
tion, which we can touch on if you like, Mr. Chairman.

Generally speaking, that section 6 of the Law
really sets out, | guess, the principal objectives
against which OfReg should operate, and first is, of
course, its duty to respond fo policy direction and so
an. Secondly, to promote competition and then, thirdly
in that clause that you are particularly interested in,
speaks to the question of protecting consumers and
then the fourth one being to look at innovation.

If we come back to that third one, you will no-
tice that nowhere in those sections it talks about regu-
lation at all—right? it is only when you get into the . . .
and even when you look at the sub-clauses under that
section 2, you will see it talks about protecting con-

sumers through regulating and so on. And the overrid-
ing presumption is that OfReg will first of all try to
drive competition, protect competition in the markets
that it has responsibility for; the notion being that
competition is the best driver of consumer protection
that should bring down prices, should improve quality
and all those soris of issues, which economists speak
about as being the ideal for consumer protection.

So, section 3 is really talking about when
there is market failure thai OfReg then needs fo step
in and take regulatory action. And, Mr. Fa'amoe was
talking about significant market power and those sorts
of things. It is then saying when there is market fail-
ure, ves, the regulator needs fo step in and put
measures in place to ensure that prices are, if not
competitive, cost-effective; that consumers get good
service from these monopolist providers and so on.

| say that ideally, from our perspective, what
we would want o try to do under that remit is to put in
place regulations, take actions which would, as best
as we can, try to mimic competition. So, if we have fo
set up a pricing regime, for instance, in the water sec-
tor—and | use the water sector because this one is
new—then, we would want to try fo set up a pricing
formula which responds to the performance of the
company, which rewards the company for its perfor-
mance, which tries to penalise it if it offers poor ser-
vice, and not just customer service but also quality of
service in terms of the technical aspects of the service
and those types of issues which are competitive,
which are provided in a competitive market that would
have to be concerned about if it is to survive, So, to
answer your question specifically, Mr. Chairman, if is
that the forward looking priorities for us is that if we
see that the competitive markets are not working then
we have to step in and take these regulatory actions
now.

Now, when we look at the landscape here, the
ICTA market is for the purpose of this conversation,
competitive. The fuel market is, again, for the purpose
of this conversation, are competitive. The electricity
market and the water markets are not and they are all
supplied by monopoly service providers and therefore
the regulatory actions that we take in those markets
are a little bit more intrusive. | am nof sure that | am
answering your question but that is, Mr. Chair, how we
would want to try to—

The Chairman: Can | ask you a very direct question?

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: Absolutely, yes,
Mr. Chairman.

The Chairman: Would you agree that there has been
a complete market forces failure in terms of competi-
tion driving down prices in these sectors in Cayman?

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office; Not necessari-
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ly. | believe that and | think it opened specifically
ahoui the ICTA markets or all of them?

[inaudible interjection]

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: Okay. Not nec-
essarily. | think there are some circumstances in the
ICTA market which we need to address, and again; |
was hearing Mr. Fa'amoe's testimony. The work that
we are doing now in terms of doing the market analy-
sis to determine which markets FLOW, in this in-
stance, is dominant, | think is absclutely critical work.
What it is really saying is that those markets that we
see where they are dominant, then we actually should
regulate those aspects of the market and set prices, |
believe. .

The Chairman: | understand Mr. Fa'amoe’s evidence
and this determination of dominance, but | can tell you
as a Member of the Legislative Assembly who was
here, particularly when we did the fuel legistation, the
sole purpose for all of that fuel legislation and OfReg
creation was sold -tothe public and to the non-
government benches of Parliament that it was the oniy
sure way of regulating the prices.

There was nothing talked about market forces
and infroducing competition and all this. Bacause ! will
recall quite vividly the Member for East End wanting to
put an amendment in the OfReg legislation specifically
for fuel to use what | think he called the RCAM Formu-
la and the Minister at the time was very resjstant and
gave us the assurance that the purpose of all of this
legislation was simply a round-about way of being
able to control prices, particutarly on fuel.

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: Okay. Mr.
Chairman, the fuel specifically, | believe that we can
achieve what we want to achieve in terms of confrol-
ling, managing, ensuring that fuel prices are as low as
possible in the model that we now have. Here is the
challenge, | think. Quite right, | was here when that
conversation took place in the house. Here is the chal-
lenge, that the first thing we did under the Fuel Mar-
kets Regulation Law, as you know, was to deem the
major suppliers— Sol, RUBIS, in the motor vehicle
fuels and also Home Gas, | think it is on the LPG as
having significant market power. And that's only a
number of things for us.

It really means that we can put in place a set
of rules to make sure that the playing field is level. We
have not as yet gotten to that point, we have been
hampered and again you touched on that on a previ-
ous session by some funding issues we have been
having in terms of being able to get that work done,
but is our only priority in that sector and it is to try to
get these market ruies in, by which we can then regu-
tate. )

The Chairman: [ cannot emphasise how disappointed
{ am to hear that after all of that fanfare and pages
and pages of legisfation, you were not funded fo
achieve what the public was led to believe that you
were going to do, and we are now what, two years
down the road?

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: One, year and
a bit.

Mr. Chairman, what happened, and 1 think you
have heard this, was that the fuels inspectorate side
of our business was funded through the appropria-
tions that had been put in place last year for the fuels
inspectorate. Well in truth and in fact, the funding ar-
rangement for the market side, that regulatory side
that was really not put in place. We recognised this as
early as May last year and, as | think, you heard it
yesterday, there were some Cabinet decisions taken,
which | think will how fix that and we can only move
forward now, on that basis. But yes, we ourselves are
really a little disappointed that the funds did not hap-
pen as rapidly as they could have.

The Chairman: | also recall during the debate specifi-
cally on the creation of this whole OfReg thing, that
competition was the answer. Well, we have had a new
player and more competition added fo the fuel, specif-
ically for cars and trucks but the price differential is
minimal. | recalt during the discussions that we were
looking that that competitor was going to come in at
half price; to be able to retail for half of what the major
suppliers were doing then. Some of the reasons given
were they were not putfing in all the infrastructure and
they would not have that overheard but when you
drive across their station, the sign-is within the same
dollar range. :

So, how is that possible if you have any regu-
latory authority? What seerms {o happen uniguely in
Cayman is that when we get competition, both on the
fuel side and the ICTA side, there is minimal competi-
tion and then we get what | call a multi-headed mo-
nopoly, because | cannot accept that it is by chance
that the two major telephone companies have sales
on the same day, they sell the same phone for the
same price. Their charges are basically the same and
when you look on TV and in other environments
where there is competition, everybody is trying to un-
derprice everybody here. We seem fo allow the pro-
viders here to settle at a comfortable profit level for
hoth [companies] and the Government does not seem
to be prepared to intervene to protect the consumers
by somehow gelting lower prices.

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: [ am sorry, Mr.
Chairman, is that a question?

The Chairman: The question is: With the addition of
another provider, specifically on the truck and car fuel,
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how is it without them having made the kind of in-
vestments in storage and other stuff that the other
people [made], they are allowed to sell at the same
price?

Wir. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: We are actually
looking at the price structures as we speak, in that
particular market.

You know, Mr. Chairman, there are a number
of costs | expect (and | am seeing this now with the
work not being complete} which are common to the
three of them, be it Sol, RUBIS or this new player, that
are primarily transportation and taxes and this sort of
thing. And, in fact, also the transportation costs to
bring fuels here. So then, what is correct is that the
new player does have an advantage in that its local
costs, its local investment and so on is less and yes,
you would expect low prices. | actually thought that
the prices were lower because | looked at those prices
whenever | see them and they are usually 20, 30, 40
cents per gallon less, which is actually—

The Chairman: | do not think it has ever reached 50
cents difference. :

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Reguiation and Competition Office: You see, the
analysis that we have done is when you look at the
larger providers, the spread for local costs including
and if we included profit as a cost for the moment, it is
about a $1.50 which covers the wholesale and so an.
And it is only in that space which, no matter who the
player is, that they will have room fo operate. That is
sort of what the analysis is showing us at the moment
and we are really looking at it very carefully. The
OfReg is new; we have to gather the data and we are
going through that data collection process as we
speak and we are expecting that by the end of the
year we should be in a better position to you know,
say, Here are what the cost elements are as you go
along and here is what the break hold is.

Truth is, [ think we have to recognise in the
Cayman Islands, like anyone of us in the region that
are not oil producers, is that we are really are price
takers and so therefore we are dependent on the pric-
es at the infernational level and the price delivered to
a port, we have very little control over. The question
is: What happens from the port to the retail pump?

| will say, Mr, Chairman, that in the whole ex-
ercise of frying to do this analysis is that all of the in-
dustry so far, have been very cooperative with us and
they have been providing the data we need and we
are not having any issues there. It is just having a
complete set of data and enough data over sufficient
time to be able to do proper analysis.

Mr. Christopher S. Saunders: Through you, Mr.
Chairman. While we are still on fuel, earlier we heard
testimony that because the telecom provider was not

doing X and the regulators were going fo step in to do
Y, the question is then, we have the same issue with
fuel in terms of when we look at the global fuel prices,
and like you said, there is an issue between when it
arrives at the port to the pump. There is a lot of stuff in
between.

What is there to basically stop the Cayman Is-
lands people fo just say, You know whal, we just need
fo bring in one ship load of fuel? Take our money and
bring in one ship load of fuel and then, basically just
do what we need to do to get the market {o correct
itself.

| will tell you exactly the challenge that we are
having and fo kind of expand on what the Chairman is
saying. Just coming back to telecoms to make my
point, if you look at page 14 of the 2016 Financial
Statements, in particular, Note 7 that speaks ahout
the amount of royalties collected; the 6 per cent royal-
ty. For 2016 the amount was a little over $7.5 million.
Al six per cent, it means that your gross adjusted rev-
enue has got to be $125 million, $125.5 million to be
exact. Now, where the public is concerned, just for
their understanding, what we are basically saying is
revenues minus direct costs are what it is that the
companies are paying on.

Now, if my memaory serves me right, typically
it is about 50 per cent margin, so in order for you to
get to $125.5 million of the number that you are pay-
ing royalties on, you are talking about revenues in ex-
cess of $250 million per year, more than a guarter
bilion. And, like | said, | am only speaking on mar-
gins; it could be more it could he less. That is one of
the things | found missing from the ICTA website, un-
like CIMA, is where CIMA aggregates the numbers of
the providers. | did not find that in the ICTA website
and that would be something great to have, but work-
ing with a ball-park figure of roughly $250 million plus
in revenues, across the providers, it scares me to
know that this kind of money is being generated,
these kind of profits are being made.

When we start getting down to about 40 per
cent EBITDA [Earnings Before Interest, Taxes, De-
prectation and Amortization] or 35 to 40 per cent
EBITDA and we kind of having an idea when we are
working with this number what the net profit for some
of these entities are. And then, we are talking about
not having the requisite investment that we need; this
is where the problem comes in now. And whai the
public needs, and this is where the question is coming
in: What is the ICTA going fo do, because | can tell
you | have an idea from good sources, what RUBIS's
profit is, what SOL's profit is? I can also tell you that
hoth of those headquarters is in Barbados, down the
road from each other. And the Auditor General and
the other accountants in here can tell you the one
thing you cannot audit against is collusion and at this
point within the market, the public does not have
enough confidence that many of these companies are
not working together to maintain business as usual
and we have seen it because they are coming togeth-
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er to squeeze the hew guys out. And this is where we
need the Government or the buying power of the
Cayman Islands people to step in if need be, and
make the necessary adjustments fo the market to
make it what it is. If not, we are better off going back
to having a monopoly and regulate the hell out of it.

Mr. Jeffrey Morgan, Chief Executive Officer, Utility '

Regulation and Competition Office: Yes.
Through you, Mr. Chairman, and thank you for

that comment, because it is a concern that | have and-

just coming out of experience, you are right. We can-
not reguiate against collusion but we can, in fact, cre-
ate an environment where it is not easy to collude and
get away with it. And this is where | feel that the intro-
duction of companies like, for instance, this third play-

er in the fuel space is good since, as | like to put it, it-

keeps the big guys honest because they can come in.
And we are seeing some concerns being expressed in
the fuel group amongst the two larger players about
the impact that refuel is in fact having on the market
right now. One of the comments coming back is on
some things that they want us to do, so we are sens-
ing that they are getting concerned.
“In a lot of ways, we do not have that in the
ICT sector because you know, in fruth and in fact, cer-
tainly in the mobile telephone space it really is only
FLOW and Digicel and | recall in our jurisdiction when
we had a third player operating, that all of a sudden
we started to see activity on prices and products and
this sort of thing. | really do believe that despite the
size of our market, despite the fact that people may
say we are small but we are high value, that a third
player in that space would be useful, and i think that
from all points of view, we need to encourage or hot
discourage any possibilities of a new entrant coming
in and again, to keep the big players honest and fo
offer alternatives for service. As | said, | have seen
this happen in other markets and it works. it is work-
ing, In my view, in the fuels market.
Mr. Fa'amoe spoke about the international in-
ter connectivity and the solutions to that bringing a
third, fourth, fifth cable, and bringing more internation-
al connectivity into the Cayman Islands | think is criti-
cal at this point in time again, to drive down broad-
band prices. | think we do need to see more competi-
tion there, and as he wouild have said, we are working
. actively to try fo enable this to happen. So, we are
working on all fronts, the idea being to try to get the
market as competitive as we can.

Mr. Christopher S. Saunders: Sorry. Just for clarity:
there were two lines, the CJFS, Cayman, Jamaica
Fibre Service and the Maya 1. Like | said, | am just
going by memory from my previous life, that we paid,
or the telecom companies paid a fixed cost o MCI
and other companies because the Maya 1 is owned
by a consortium of companies but one company man-
ages it, which is FLOW locally. But | remember our
invoices to MCl and it was a fixed cost, so the flip side

about it is, and the reason it jumped out, | remember
that the cost on one cable that was owned by Cable &
Wireless exclusively, but even though it was covered,
it was at a different rate compared to what MCI| was
charging us at the time. So, there is a fixed cost ele-
ment and the truth and fact is that | used a 50 per cent
gross margin in my analysis to estimate $250 million
worth of revenues. The truth of the fact is the gross
margin was around 70 to 80 per cent, in terms of what
the actual cost was before all of the other admin ex-
penses were taken out. That now turns the market
into $350 million to $400 million market but | assume
maybe not everybody is as efficient as where | was
coming from.

The flip side is, it is a fixed cost to the tele-
com companies, in terms of what it is that they are
paying hecause they are actually just paying for those
line rentals and it is how much traffic now that they are
putting on each side, so it is dependent on equipment
on both sides and how the data is compressed and
being sent. Because people will be shocked fo realise
it is actually some really thin lines made of glass that
can take up to 100 terabits. | mean, [ike | said, | am
just going back from my old days. So, from that stand
point, | do not think it is an issue of just the one cable
because if you look in the Eastern Caribbean | am
thinking of the Eastern Caribbean fibre system over
that side and what they are paying, and what we are
paying is just greed! It is not the line rental from those
guys, itis greed.

MCI Microwave Communications Incorpe-
rated] was charging one cent US to make a call. We
are charging two cents a call to call the man next door
... well, US$2.40 if you want to convert to less than
one cent. If we lock at the prices that they are charg-
ing in Kingston which is right next door in Jamaica,
again, it is more reflective of the market, so what we
are finding here is more the Cayman market being
used to subsidise the other areas. We have seen it in
Bahamas with RUBIS, where they are popping it off
on us here, but in Bahamas, where they regulate the
margins, they cannot do the same thing. Now, RUBIS
went and overpaid for Texaco which is their fault, but
they are using the Cayman market to subsidise it. The
question in all this, after all | said all of that, is: When
are the regulators going to put their foot down and say
enough is enough, you guys cannot continue doing
this?

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: One of the
things, Mr. Chairman, through you, is that because we
are guasi-judicial, we have to go through the process-
es to get to our decisions and we now, | want to say,
since yesterday, but we now have the means to start
the work and particularly in the fuels market, to first of
all understand it and secondly to look at the market
structures, the pricing structures and thirdly, to put a
framework in place, which will do one of two things. |
do not want to pre-empt what the outcomes might be




24 Wednesday, 9 May 2018

PAC Verbatim Report

but, for instance, say, Look, if you are going to move
your prices by X then you have fo come back fo the
requfator to justify it. To make sure that we get a
chance fo determine whether it is reasonable, whether
it is in fact so on and so on, we need fo put those
rules in place, so that we can make reasoned deci-
sions in terms of how the market operates in the first
place.

One of the things that, for instance, could
happen, is that the two large ones could come togeth-
er and squeeze the sicker one out, and we also need
to be mindful of that and ensure that they do not actu-
ally sell below cost to put the sick one out of business.
So the thing is this: it is a complex set of issues that
we have to look at. We are now starting the work or
we cah now start the work in earnest and our experts
were talking to the guys yesterday and our expecta-
tion is that by year end, we should be seeing a set of
rules coming out which will attempt to bring some
structure to the regulatory activities in that space.

Having said that, it is not that nothing has
been going on because you will recall that a couple
years ago the Dangerous Substances Law was
amended to enable the fuels inspectorate to collect
data from the sector and it has been doing that but it
couid only collect the data, it could not do anything
with it. But it was a precursor to the expectation that
OfReg would be created and become effective and
50, we do have a thesis, as far as the data is con-
cerned. It is about a year of data which we are trying
to assemble to start this work.

So, my expectation to your point and fo your
question is that certainly round about the end of the
year we would expect to see a framework of rules
coming out, which would start to bring some structure
{o how we manage that fuel sector,

Let me just say that what the Law tells us is
that it recognises that the driving point, the driver is
competition and what the Law says is that if the office
determines that there is market failure, that it shall (I
believe the word is "shall”; that is the Fuel Market's
Regulation Law) advise the Cabinet on the remedies
that it would put in place. And the reason why we take
an advisory role here to Cabinet is because, again, of
this driving policy that we want to promote competition
as bhest as we can, so if we are getting to get into a
price setting mode, we would need specific direction
to do that. So, there is that opportunity to fall back.

Mr. Christopher S. Saunders: | remember in a previ-
ous life, having sat on the Immigration Board, where
the provision in the Law, that if the Board turned down
a key employee—

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Reguiation and Competition Office: In terms of, sir?

Mr. Christopher S. Saunders: We had a provision in
the Immigration Law, previously, that allowed compa-
nies to have desighated employees as being key. Ba-

sically, the company cannot survive without them, and
those applications had to come for the Board to grant
them as key and then those people would be allowed
to stay past the rollover period at the time when we
had it in effect. One of the things | liked about that
Law, especially dealing with the law firms, is that
when we turned down a key, there was no appeal and
it came in guite handy because we were able to get
articles out of it. When they came and they wanted
somebody we were like, Well, you come back in six
months but in between time, you can give articles fo
these three Caymanians for us and we will look at
your application when you come back in six months.
They basically played nice because they really had no
choice, you know.

We are dealing with multi-billion companies
with deep pockets. At the same time, the Government
in essence . . . 1 am looking at this Law and for the
teeth inside the Law that says when the ICTA has
made a decision, it is pretty much next to final. In oth-
er words, take it! And the reason | say that is the mi-
nute you start getting into amounts in the hundreds of
thousands, these guys are going to lawyer up. It is
more work for you, more work for them and the public
will get nothing and this will get dragged out in court
for the longest while, and throughout this entire time,
the consumer is basically taking it.

_ The chaltenge | am having, and | am saying it
right now, especially on a consumption based society
where literally every cent counts, and there is a cul-
fure that is being permitted now where every company
and sundry feels that they can put their hands in the
pockets of the consumers. We are seeing it with the
health insurance industry; we are seeing it in the
banks with the ten dollars to cash a check or two dol-
lars to even make a deposit. It is a culture that we
need o change. You know what | mean? This is one
sector where | believe that we can do a lotof good but
at the same time, as | said fo Alee before, | recognise
the players in the market are also creatures of habi
and sometimes, you just need to take a stick and beat
them— we cannot tiptoe.

The question in all of this is; What changes do
we in this Body need to make to give you the stick, not
to tiptoe, but just to take one of them and beat them
across the back good and proper? Give them a flog-
ging, so they can take their hand out of pecple's
pockets because this is tantamount o legalised theft.
What we are paying for what it is that we have here is
borderline criminal and kike | sald, having worked in
those industries and seeing the margins and seeing
the profits that these guys are making, and you guys
see it too (you know what | mean?), we need to break
that culture. The question is now: What teeth or what
fools you guys need for us to flog one of these com-
panies good and properly. A $1.2 million fine is noth-
ing to these guys. Nothing! Some of them make this in
a week in revenues,
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M. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: Mr. Chairman,
thank you, through you. The only thing | can say fo
vou is | wish and | say that in the sense that we have
to remember that we operate in a global society, in a
global world and as a regulator, any regulator, we
have to exercise all of those TLETS [Texas Law En-
forcement Telecommunications System] of beihg a
good regulator, you know fair, fransparent and all
those sorts of things. The Law does give us, | think, a
fairly good basis on which to do our work. Yes, we will
always be subject to judicial review, with any decision
we take. | think it is incumbent on us to make sure that
we do our work in such a way that the opportunities
for JR is as minimised, but they will always have that,
and, as you rightly said, the companies have deep
pockets and they will just file for JR just to be mischie-
vous, They could.

| say that to say that, whilst we have to make
sure that we behave prudently, judiciously and so on, |
believe that—and | say this because | played a fairly
big part in putting these laws together—perhaps we
could take another look at our enforcement powers
and the speed at which we get to that point where we

have to enforce. | believe that the fining powers, ad-

ministrative fining authority that we have in this juris-
diction is perhaps conservative - and that is another
area that we could lock at. But [ think fundamentally,

the regulatory framework is sufficient, except that like | -

said, we were perhaps a little bit too conservative in
terms of how we looked at the regulator's ability to
move quickly to enforce; they had to go through so

- many steps and so on, and perhaps that is an area .

that we could look at in some more detail along, as |
said, with defining the ability and the extent of the ad-
ministrative fines that we could administer.

Let me just say, Mr. Chairman, that the
framework for appeal to get the judicial review by the
companies has changed a little bit in this set of laws
than applied previously, and we think it has improved
it, where previously what would have happened is
that, having taken the decision, the company could
apply for a reconsideration of the matter and then the
regulator is bound fo reconsider and if the company
was still dissatisfied they could go to the Courts.

What we have done in this framework is that
we are bound to consult our issue, our preliminary
decision, first, for the industry to comment and to so
and so, that when we put out the final decision it has
already had the benefit and input of those who might
be briefed by the decision itself, and that was an at-
tempt to try and cut down on the length of time for the
decision making. And it would have mentioned that we
just had a circumstance where, having done that, it
has just gone straight to JR and it is perhaps some-
thing again that we might have fo revisit, | do not
know.

To come back to your question, Mr. Chair-
man, | think that perhaps those are the two areas that
we would probably want to look at again; just really

the whole enforcement provisions, and also the con-
sequence of finding provisions that would flow from
enforcement.

Just to say that on the consumer side, where
the regulator fakes action in terms of a dispute be-
tween a customer and the setvice provider, on that
side, the regulator's action is not contestable, it is fi-
nal, but we do not have that same power on the indus-
try side. | do not believe it to be good practice, quite
frankly, to create an environment where there is no
mechanism for appeal. Natural justice provisions
would go against that.

Mr. Christopher 8. Saunders: [ am not saying that

© in terms of having no appeal, what | am saying is just

difficult. What | want to put out there is that we went
through a period of some of the lowest oil prices
around the world and we were paying the most at the
pump than any other place. We are now living in the
information age, where it is incumbent that our kKids
and everybody has access to fechnology. Using the
globai standards and going by the atticle in Forbes
Magazine, if | was fo just use that information alone,
us being ranked 190 out of 196, basically tells me that

97 per cent of the regulators are doing a better job

than us, and | am sure you would sit back and say fo
me, Mr. Saunders, no, there is no way around the
world that 87 per cent of the regulators are doing a
better job than us, whife we are in the bottom throe
per cent,

There is no reasen under the sun, none,
knowing what we know and you guys seeing what you
are seeing, and you and | have the luxury of seeing
some of the numbers that the public would not have
seen, that what we are paying for, we are not getting
value for money, and at some point, as the regulators,
this is what we are looking for. What we are logking
for is something fo break the collusion and something
to break this duopoly that we have created in that sec-
tion.

The reality of it is, and | can tell you, the pres-
sures that we are getfing from the public in terms of
the cost because people see it. You are watching TV
and see the price advertised of what you can get for a
family of four, five phones inside a house, what they
are paying on unlimited minutes and all those kinds of
stuff. We see it. It is not as if we do not; we do, and
the guestion is people now want exactly the same
thing. | mean, when you consider that North Korea is
paying less than we are for broadband. | mean, i says
something and they are not seeing what the Ameri-
cans are seeing bhut we are seeing it. What we want
from the regulator is the awareness that price is an
issue because affordability of anything has got to be a
part of quality, and that people are getling value for
money. That is all we are looking for. We cannot have
these guys making the money that they are making
and laughing all the way to the bank.
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Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: Mr. Chairman,
through you. Mr. Saunders, the only thing | can say is
that | agree with you. Seriously, | do agree with you. |
do believe, when | look at it myself, that the price point
is an issue. For me the guestion is: Do we really . . . if
you might allow me fo speak a little bit philosophically.
The question that | ask myself from where | sit: Is the
competition working? The work we are doing now will
tell us, to a large extent, whether the competition is
working or not.

| think we are going to find that there are
some markets in which the competition is not working
and they may very well be the critical markets, again, |
do not want to preempt it but this is what | suspect
may come out and then after, the question is: What do
we do about those markets that are not working? And
quite frankly, we have to regulate those markets. That
is the convention, you.know. So, | agree with you, and
| believe that we have the tools fo take the regulatory
action but we need to do it in such a way that it is
based on sofid analysis without paralyzing ourselves

Hon. Bernie A. Bush: Mr. Chairman, through-you.
Sir, last week we had health insurance boards, we
had house insurance boards. These past three or four
days, | have been asked something consistently, not
necessarily by the littte man on the street; just call it
the middle come up. Do these regulatory boards work
for us or do they work for those who are raping us?

| remember a hurricane mashing up Florida
and George Bush or Jeb Bush, sorry, getting on the
radio and television the next morning and felling the
people that they would not be able to raise their insur-
ance rates any more than five per cent. The Elected
Member here for Bodden Town West guoted some-
thing last week where the regulators told the insur-

ance companies, once again in Florida, that they.
would not be able to go any more than 9.9 per cent.

And | sit here and listen and listen and the guestion
have continuously been asked: What do you need? If
the teeth are there, why are you not using them? If
they are not there, why are you not advising us, the
people who are sitting here to make the laws to give
you the teeth, because you are not feeling it?

The people who are making $2,000 a month,
the people who are making $300 a week, $400, they
are feeling the crunch. People that work hard are all of
a sudden asking people to help them buy food, to help
them pay for medication; proud people who have
worked hard their whole lives. The question is very
simple: [f it is there, why are you not using it, the
teeth, to put these and iet us regulate the criminology,
the highway robbery that has been going on in this
country for too long in both sectors, telecommunica-
tions and petrol? If it is not there, how soon can you
advise us to give you what you need?

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: Mr. Chairman,

it is such a good question sir, that | have to really think
on it. The OfReqg is just over a year old, but | am not
using this as an excuse, just to paint the picture for
you. We have inherited in all the sectors some legisla-
tion that has been amended, yes, but some practices,
some instruments and some non-instruments where
there are none, that we have had to be going through
and we are trying to modernise, if you like. There are
some that we cannot touch. [ believe that we need the
time to look at all of those instruments because every
market is different, {o just come to some fair determi-
nation as to what we have to do to either, correct,
amend or so on.

As you would have heard in the previous ses-
sion, we are looking for instance at changing the Ii-
censing frameworks for things which | think would
make it easier. In the water sector, we have a great
opportunity as we speak. Ongoing negotiations with,
for instance, Cayman Water, are taking a little bit
longer than we planned because we are looking at the
pricing issues and | cannot say too much about it be-
cause we are in the middle of negotiations and so,
those are areas where, because it is new, we can act
in the way the new Law has intended us.

In the case of electricity, we are bound by a I!—
cense which | would dearly love to get my hands on
but, it is a license and therefore we have to go through
the process. | feel that we are poised to change that
industry with the advent of renewables and so on and
| think we have a great opportunity here with new
technologies. | am answering your question the
roundabout way because | am trying to get to the
point which is that in each of the industries there are
moving parts and we are trying to deal with each one
separately as we come along. So, | go back to-my
earlier comment where | think at this point, if it was
asked of me what do you need to do to just give your-
self a littte bit more comph, if you like, | think we would
need to revisit, as | said, our enforcement procedures
and to our fining powers on the one hand.

| think we are okay in terms of how we set the
regulatory framework. We do perhaps have to revisit
the regulatory arrangements in the electricity sector to
again, give us a bit more room to deal with what is
legacy issues; we really do not have that. So, it is a
whole combination of things, | think, that we have to
do but basically, the overarching framework is not
bad, it is good, it is reasonable.

To answer your question: Who are we actually
serving? We say it every day in the office, we are ac-
tually serving the consumers, and with each decision
that we take, each time something comes before us,
the first question we ask ourselves is, how is this go-
ing to impact on consumers? So, it is not that we are
unaware but we do have some legacy issues that we
have to overcome and this we have to do in a con-
sistent, sensible, way so as not to disturb the way we
are viewed because we are in the glohal marketplace.
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Hon. Bernie A. Bush: Mr. Chairman, | was outside
when this gentleman was sworn in and came in and
so forth, but | would bet that you reminded him that of
the fanfare and the hoopla that was made when this
was coming here and to see. . .

The Chairman: But it has not changed, because the
problem we have is being manifested in the Govern-
ment's absolute, absolute, rejection of any kind of
pricing formulas being introduced RCAM or otherwise,
and we are relying on competition to regulate prices
and we are spending our time trying to calculate
whether there is market failure or not market failure
and whether we are getting this or not getting that.
Because in the case of electricity, with CUC, where
we have a monopoly, irrespective of what we may
think of some annnoyances in the licence, the fact that
we regulate the prices is a direct benefit to the con-
sumer. What we are getting in all of the other subjects
and we also have that in the Water Authority—I think
the Water Authority also uses RCAM in pricing or
there was an announcement made in this Legislative

Assembly that they were gaing to try to get the private

water company to agree to RCAM because they rec-
ognised the benefits in having a systematic way of
price control.
: I get the distinct impression, from all the evi-
dence given today, that that is not the route that the
regulatory authorities on the other sectors would like
to go. The regulatory authorities are convinced that
the government's policy of non-pricing formulas as
part of the regulating mechanism is the right choice
and that some way down the road in the future, com-
petition will magically take care of it. | would hazard a
- guess, that the listening public, are not of the view that
the Government’s position of not wanting to introduce
pricing formulas, is helping the consumers in either,
‘the ICTA market or the fuel regulation market.

Vir. Christopher S. Saunders: Sorry, before you
comment. Just to expand on what the Chairperson
said, looking at CUC’s numbers and | am about to say
something that is not politically . . . | don’t want to use
the word like "sexy” or whatever, but from all the enti-
ties | have looked at, CUC seemed to be the best reg-
ulated one in alt of them. And If | was to be fair to
CUC, taking out the fuel factor, and looking at their
margins, it is fairly within the industry standards.

You look at their returns on the base rate, |
mean, in terms of what is calculated and everything
else and the way it is done, that is fine, and if there is
one thing that we have seen under CUC, because |
looked at their numbers from 2011 to 2016/17 and you
can see, in terms of the actual cost in generating fuel
per kilowatt hour has dropped like over 50 per cent in
a four year period. Granted, part of that came from
fuel coming down too, but at least the way the model
was set up, it incentivises CUC to go out and invest in
plants that were much more fuel efficient and also to

some extent renewables, to befter their margin, he-
cause at the end of the day, it is still a flow-through.

The big issue on the CUC bill, | remember at
one point, looking at my CUC bill, 55 per cent of it was
fuel factor; 35 per cent was actually CUC cost and 10
per cent was basically government fees that they
stuck in, and to some extent, CUC was being blamed
unfairty because the only job that they had was really
producing a ransom note to take people where the
fuel is concerned. So, the fuel still remains the big-
gast issue. Looking at even the 2011, just to give
people an idea, electricity sales $70 million, fuel factor
$148 milfion which is more than what it is.

Now, last year, just to kind of give people an
idea, in 2017 electricity sales $82 million and fuel fac-
tor $82 million. So, now you have seen a drop be-
tween $70 million of electricity sale versus $148 mil-
lion in fuel factor, compared now to $82 milifon in elec-
tricity sales and $89 million in fuel factor. We can see
the ratio has changed, some of it being through lower
fuel costs and some of it being through better efficien-
cy in terms of that. _

So, | said all of that to say this: living in the in-
formation age, and whether you accept it or not, es-
pecially”on the telecom side, we are wholly inade-
quately in some of the services that we are receiving. |
mean, we are seeing with some of the guys when they
come here in terms of roaming, which is a whole dif-
ferent thing all fogether, in term of what it is they are
offering in terms of next generation and everything
else. The question then: Would it not be better for
some of these guys, rather than to just be siiting down
making a mint off of their equipment that has already
been paid for—old equipment that has already paid
for many times over—to start looking at some of these
guys who are more established and start looking on a
return on their base as opposed fo leaving it as it is
and we getting what we are getting?

Mr. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: If I understand
you right, you are suggesting that some of the estab-
lished companies like Cable & Wireless, for instance,
that we should perhaps be looking at a rate of return
kind of regulatory price, setting mechanism for them. |
think not, and the reason | think not is because partic-
ularly in that industry which is technologically driven
and they have to be constantly (and 1 hope they are)
making investments to keep pace with the . . . and |
have to rely on the ICTA experts to tell me this, but my
point is this, in that industry, you cannot anymore talk
traditionally about 25 year depreciation and so on be-
cause the technology changes so rapidly, the need for
investments and such is that you have to depreciate
much faster.

So, it is a different business model, if you like,
a different pricing model which, | believe we have fo
leave the companies in a position to respond to tech-
nology changes and to invest as they go along. Now,
the question is whether the flow-through to prices re-
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flects all of these gains that they should be making
through the investments in technology, is something
which | agree with you. We have to be concerned
about, and 1 agree with you that we will take on board,
look at in-house to see, but | would disagree with you
that we should attempt to interfere in those aspects of
the market that are competitive. There are aspecis, |
admit, of the market that are not competitive, and that
we have to regulate,

Mr. Christopher S. Saunders: To put my idea into
context, let us use the Maya-1. It has been there for-
ever and a day. Now, part of what is driving a new
sithsea cable to the Cayman Islands is simply that 1) |
think by the rules it is limited for them to charge rental
when you only have X amount of useful life left oh a
subsea cable. So, in other words, these guys would
run it all the way into the ground, before something
new is done but yet, at the same time, we must be-
lieve . . . because at the end of the day, this handset
means nothing if for me to connect into the United
States, | am still running it over a very old network
which is the Maya 1 in this case, that they are talking
about when it was laid and what it was laid for.

Based on that, and we are now at 15 years
liberalised. March gone, makes 15 years liberalised,
and you mean to tell me that in 15 years we could not
have one other subsea cable to the Cayman Islands,
where that is the one thing that we need to connect
ourselves to the world but now, Digicel or Denis
O'Brien is gefting up and starting a new company to
do it because Cable & Wireless one is getting old and
no use. Another company is looking at cne, so it basi-
cally fook for them to run Maya 1 straight out of its old
ways before something new. So, if, for 15 years they
sat back and it is probably going to be another year or
two, maybe 20 years before we probably get another
subsea cable inside there, then, the reality of it is, are
we to trust them with innovation when they cannot
even connect us to the rest of the world in a more
technological way?

At the end of the day, the main thing for us in
all of this is that they are not investing, because we do
not see anything new other than handsets. At the end
of the day, the connection is stilt the same old connec-
tion to the rest of the world, you know what | mean? If
that is what we are to rely on, then clearly, it is not
working now.

if these guys sat down and, as you said, de-
preciate the assets much quicker, over a five-year
period, and then we set in a certain return on their
investment, as we do with CUC and elsewhere, it will
force them, at least every five years to go out and do
something new, because if not, the numbers are going
to drop. We cannot expect people fo be sitting down
paying for the same thing over and over and over,
when these guys have already made a mint out of it.
Cable & Wireless land lines have already been paid
for a long time and yet, they are still raising fees on it
and they are still getting permission fo increase the

fees to "pay for super-fast broadband being rolled out
across the Island”, but | cannot get it in the eastern
district because it is considered rural. Or it cannot go
different places. So, the whole thing behind it, and this
is what | am going to say fo you in terms of the gues-
tion: the same thinking that got us here cannot be the
same thinking that is going to move us away from
here. And that is coming back to my point— we just
need to flog one.

Just find one of them and flog them, flog them
good. Send the message. But the culture is where
everybody feels now. You see, we have allowed the
telecoms to do it and now the banks started doing it.
Who is next? The supermarkets are already doing it.
Who is next? Everybody and their auntie are putting
their hand inside the people’s pocket. Soon, people
will not be able to afford the pockets. So this is what
we need. Just flog one. If one ties it up in court, so he
it. We are going to slow down their business, so be i,
but the reality of it is if it continues at this rate, we are
better off going back to a monopoly power and regu-
late them like we are doing CUG,; at least we will get
something better.

The Chairman: Any other questions? If not, Mr. Mor-
gan, thank you very much, sir. It was an interesting
conversation. I don't believe the consumers are going
to be any better off but that is just my view but thank
you very much for your time, sir.

Nir. Jeffrey Morgan, Chief Executive Officer, Utility
Regulation and Competition Office: Thank you very
much, indeed, sir.

The. Chairman: We will come back from lunch at 2:00
o'clock. | know we have a 1:30 pm scheduled but |
have asked the Clerk to contact him and tell him to
come at 2:00 pm. Thank you very much, sir.

Proceedings suspended at 12:45 pm
Proceedings resumed at 2:00 pm

The Chairman: Let the record show that we have a
quorum and | would like to call the Meeting back to
order. We continue our deliberations on the ICTA
2014/15 Financial Statements.

Our next witness is Mr. Randy Merren.

ADMINISTRATION OF OATH
OR AFFIRMATION

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: | swear by the Almighty God that the evi-
dence | shall give to this honourable Legislative As-
sembly shall be the truth, the whole truth and nothing
but the fruth.

HURLEY'S MEDIA LTD.
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The Chairman: Mr. Merren, thanks for coming. As
you have been informed, we are currentiy looking at
the ICTA 2014/15 Financial Statements. We also have
access to the 2015/16 but they are not yet in the pub-
lic realm, because they have not been [tabled].

We have some questions for you. What we
would like is to hear from the provider side because
we have heard extensively from the regulator side and
we would like fo give you the opportunity fo. We know
you are one of the newer players in the ICTA market
s0, | do not want to put you right on the spot but what
fime are you going to get to North Side, how are you
going get there?

Mr. Randy WMerren, Managing Director, Hurley's
Media Ltd.: Good afternoon, Mr. Chairman.

The Chairman: Just state your name and your posi-
tion for the record, please. '

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Randy Merren, Managing BDirector of
Hurley's Media Ltd. and Infinity Broadband, trading as
C3. .

That is a question | wish | could answer but to
be quite honest, we have to attach the poles and |
think they are able to do 160 poles a month. | figure
that is 7,000 poles to finish the Island, so-it is going to
be a tong time.

The Chairman: You did commit when you got your
licence to build-out. s there a timeframe in your [i-
cence for when you will complete the build-out?

Mr. Randy WMerren, Managing Director, Hurley's
Media Ltd.: Yes, sir, Mr. Chairman, there was a time-
frame, | think, for three years that we were expected
to build-out this Island. That is not our choice, not fo
build as fast as we can and, in fact, we had two crews
here to build our fibre as fast as we can but we have
actually limited down to one and even that is a strug-
gle to keep those busy at this time, now.

Mr. Christopher S. Saunders: Thank you, Mr. Mer-
ren. | also want to echo the Chairman’s comments of
welcoming you here. One of the reasons, just for the
listening public as to why we selected you is that you
are one of the very few operators that are also in the
TV, radio and also telecom space, so we figured at a
minimum it will give us as broad a view as possible.
So, we do not want anyone to think as though you are
selected, but rather that was the thinking that went
into you coming here today, being in so many different
spaces. -
One of the things we raised earlier was the
ICT consultation 2016-2 that was issued, | think, in
February, in Q1 2016, and | was looking at Cable &
Wireless' response and just to refresh your memaory
and also for the listening public, it is Question C2:
“Provide your view on whether each of the relevant

componenis of the pricing formula for calculation of
the Annual Attachment Fee, including but not limited
to Net Cost of Bare Pole, Space Factor and Annual
Camrying Charge or 20-year Leverage Fixed Charge
Rate.”

Cne of the things that jumped out at me was
Cable & Wireless or Flow's response in terms of the
net cost of bare poles is overstated. Well, the question
to number one’s concern was net cost of bare poles is
overstated and they wrote; "Datakink calculates the
net cost of bare poles to be nine hundred dollars
which we believe significantly overstates Datalink’s
true net cost.

Based on the information provided, the CWC
quarterly invoices from CUC, the net cost of bare
pales vary by the height of the pole as follows:

e 35 wooden pole = $199.45
e 40 wooden pole = $371.20
s 45"wooden pole = $1,007.91

"The majority of CUC poles in the Cayman Is-
lands, with the exemption of certain poles in the
George Town areg; are 35 in height. Assuming the
$900 net cost figure cited by DatalLink is based on an
average cost of all installed poles or poles utilized by
the attachers, it is unclear how Datalink arrives at
such a high figure,-almost equal to the cost of the
subset of CUC's tallest, most expensive pole.

"Based on our review of the most recent quar-
terly inveice received from CUC, the average height of
installed poles is approximately 39, and the average

. cost of the installed poles is approximately- $533 dol-

tars, therefore we believe that Datal.ink’s calculation
overstates thé trué net cost of bare poles by sixty-nine
per cent or $367 doliars.” [UNVERIFIED QUOTES]

Of course, when looking at something like that
over thousands of poles, it basically adds up. And we
are trying to understand because the regulator is now
of the belief that it is not economicaily feasible or so
other carriers say, for them to go info the eastern dis-
tricts as per their licence. And now they are looking to
create a network and pretty much get the providers to
pay forit.

Members of this Committee are of the view
that that is just a cost that is going to be passed on to
the consumers anyway, and we are going fo be stuck
with it. So, what we are trying to gather today, from
your perspective as an end user or a person who is
regulated by the authority or OfReg is, what is it that
you believe needs to be done in terms of getting this
level of service because, one of the things you may
have missed from earlier testimony where it came out,
is where it comes on to broadhand, we are 190 of a
186 countries in terms of being the most expensive.
So the question is then, what do you think we need to
do or the OfReg needs to do to either:

a} Getaccess out in the eastern districts and

the other rural areas like West Bay (you
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know what | mean, that is a little inside
thing); and

b) What do we need 1o do to ensure that that
cost is not passed on to the consumer or
rather consumers are getting value for
money? 4

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, | think | will take that in two
phases.

The costs of make-ready on a pole are run-
ning about a $1,000 a pole. We've got to redeem our
cost on that. If you lock at the average bundle service
that we are now providing to consumers in Cayman, it
is probably right around $140 or $150 average. So,
you can see it is going to take a significant amount of
time just to get our monay back on the make-ready on
each pole. So, one thing | think you guys or the regu-
lator need to do is to get a grasp on the cost of make-
ready, number one, and you know, once that is done,
1 think you will find us building as fast as we can if the
poles are cleared.

Again, we have to go through a significant
process to apply and then get permission; there has to
be make-ready and all that stuif has fo be done before
we can then attach the poles. So, that is a process
within itself. Bottom line is we have got fo sit down
and look at the cost of make-ready on these poles.
We estimate that it is going to cost us three times as
much in make-ready as it is going to cost us to hang
our fibre to go east, or even go into West Bay. So, that
is one issue.

As far as the cost of broadband on this Island,
we have two cables that are landed in Cayman and
both cables are controlled by FLOW, LIME, CWC or
whatever it is now. So, unfil a) someone gets to the
Janding station and can open up and negotiate directly
with the other members of the consortium, the cost of
IP fransit info the Cayman Islands is not going to
come down or significantly.

The second factor is to get a cable into the
Cayman lIslands, one or two other cables into that,
then, | think we will see the cost of that go down. |
think to really look at the cost of broadband in Cay-
man you need to look at the cost of the transit or what
they call a "wet capacity” coming into Cayman and
then you got to look at the cost for the local ioop,
which is from Maya 1 to our head end, what we call
our network access point or whatever you want to call
it: or knock. We are all located in George Town, s0
that local loop sometimes is just as expensive; is the
wet capacity coming from Florida.

Mr. Christopher S. Saunders: Good guestion: where
does the Maya-1 cable come in at?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, it lands in High Rock.

Myr. Christopher S. Saunders: So, let me get this
straight now. The Maya-1 cable that connects us fo
the world is in East End and everyone is running ca-
bles to connect in East End, but the people in East
End cannot get the service?

Wir. Randy Merren, Managing Director, Hurley's
Media Ltd.: Well, we first have to get to East End fo
actually get there. [ think the farthest anybody has
fibre is probably in the Newlands/Savannah area right
now, besides FLOW. -

Mr. Christopher S. Saunders: Yeah but hold on.
Hold on. This is what | am trying o get to. The people
in Bodden Town and other parts of the eastern dis-
fricts are basically being told that they cannot get ac-
cess fo fibre because it is not worth going out there,
but the fibre Is already out there because that is the
only way you could basically connect to the Maya-1.
So, you are bypassing all of those homes and cherry
picking along the way, and according to them, it is not
feasible, so, they are going fo leave the regulators

- now to do something to make sure that the people in

the eastern districts actually get fibre. Something
seems a little bit lost there.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Well, Mr. Chairman, once we get con-
nected to the fibre, we have to bring that fransit all the
way back to town, to our knock, fo our-head end, and
distribute it back out to you from there. So yes, it
sounds crazy, but that is where our knocks are.

The Chairman: So, the ideal situation for us in the
eastern districts is to.find a provider who will start on
that end and just deliver it up there and not worry
about the rest of the Island, because he can get it
right there at High Rock. We got the plan.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Good point.

Mr. Christopher §. Saunders: Through you, Mr.
Chairman. You said the make ready for the pole is
about $1,000 and it is going to be three times as much
to actually have the fibre on the pole?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, no. The make ready is
going to be three times the cost of actually installing
the fibre on the pole and building the distribution.

The Chairman: But make ready, | understand from
earlier evidence given here that there was some time
period before you can make ready, you have to re-
serve the space and you are paying monthly for that
and then you have to pay $1,000, but you are paying
a monthly fee before it is ready. Can you explain to us
what the difference is between the two?
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Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Well there is a reservation fee which is
part of the ICT consultation or dispute that we filed.
Actually, it was C3 that filed that, and basically we
were paying to reserve space on a pote that was not
made available and until we have applied for it and
make ready is actually done. So, it is kind of building
your house and you are charged for it; charge you the
rent on land and everything else before it is even
ready.

The Chairman: When you talk about make ready,
that is for CUC to make a space on the actual pole
ready for you, whether that means moving their sub-
sidiary lines or the main lines or whatever and there
are some other regulations that govern where that
space can be, right?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, that is a 36 inch space
called a Communications Corridor on a pole. It starts
at 18-6 and goes, | think, to 21-6. Make ready Is basi-
cally, as you said, clearing either their infrastructure
out of that space, whether it is below or above, but
you have got to have a safety space between that
power of 40 inches so, if they have weather heads at
15 feet, they got to move them to, you know, 25 feet
and that is make ready. Put on.extra guys or whatever
may heed—

The Chairman: A part of your expense or their ex-
pense or that is what the $1,000 is supposed to cov-
er?

Mr. Randy Merren, Managing Director - Hurley's
Media Ltd.: That is our expense. They pass that on to
attaching licensees, either, ourselves, C3 or Logic.

The Chairman: So, in a 36 inch space if we have two
or three providers, all of them could hold in that? Each
of them is paying $1,000, or is it $1,000 for the make
ready space and then there is a separate fee to at-
tach?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: There is a separate fee fo attach. | think,
for us, that is, about 23, 24 bucks a year for that fee to
attach. The make ready is split between whoever ap-
plies to attach to that pole. If we are the only ones to
attach, then, that is our burden. It can be higher than
that, by the way, make ready on poles can be signifi-
cantly more than that.

Mr. Christopher 8. Saunders: It just occurred to me
and this is one of the questions | missed earlier be-
cause | was looking at my 25" February bill from
FLOW; | noticed on the bill | was being charged my
fand line rental, my Magic Touch call waiting and all
that for the 1% through 30" April and then | noticed on
my March bill, up to March 25", | was paying for my

May rental so, it is almost as if | am paying for some-
thing in advance that | have not gotten.

The question is then, and maybe it is not fo
you but | guess just to put it in the universe—if a cus-
tomer does not pay their phone bill, there should ac-
tually be a lag before they are cut off because techni-
cally, you have paid for your landline rental in ad-
vance, so there should be at least two months if you
are paying two months in advance for the service and
they are cutting you off if you do not pay the March bill
but it includes an element of two months down the
line. | think something is definitely missing. And now
you are telling us that you are paying a reservation
fee, when even in this day and age even hotels and
rental car agencies are not charging a fee for reserva-
tion. You have to pay just to hold the space?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Yes, sir.

Mr. Christopher 8. Saunders: The reason why [ am
asking these things, you know, is to get to the point.
In any competition there is a term reférred to as “Bar-
rier to Entry”, where, when a person has a dominant
position, they have to do certain things to keep other
people out. And one of the things that really bother me
is when | see that we rank number 180 of 196 in terms
of broadband costs, that we are the second highest in
the western hemisphere, and then, when we ook at
what our neighbors are paying, it looks as if someone
is asleep at the wheel.

Now, what | have said to the regulator is that
we need to give somebody a public flogging. So, the
guestion | am frying to determine is: Is it FLOW, Data-
Link/GUC, is it LIME or is it the regulator? Somebody
needs a flogging because clearly somebody is asleep
and the consumers are paying for it. So, in your hum-
ble opinion and if you do not want o answer, | do [un-
derstand], but who do we need to be flogging to make
sure that the people are getting value for money?

Mr. Randy Merren, Managing Director, Hutley's
Media Ltd.: Well, 1 would start with the regulator.
Simply put, | mean, their job is to regulate the space
and you know somebody is creating issues. Deal with
it. I just do not have a lot of faith that the regulator is
actually heing as hard as he can on some of these
guys and they are continuing to get away with it. You
know, there is a judicial review coming up right now
that again, dealing with various disputes that were
filed. One of them is the space reservation fee and |
just do not think they respect the regulator enough.

Mr. Christopher 8. Saunders: | remember when lib-
eralisation first came in there was a kind of push to
get telecomm companies sharing co-location on the
same pole, because the last thing they wanted was
network cell sites all over the Island. One of the things
that the regulator said to the Committee is that they
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are more focused on quality as opposed fo price and |
was a little caught off guard in terms of that response.

From your stand-point, if the price is oo much for you
to get on a pole, then, in essence it is a barrier to en-
try. From your own research, barring going ouf and
bullding a $300 million distribution network, what do
you realistically think that the price should be or you
think is reasonable? Because ultimately, Datalink as
a public fraded company (CUC) also has responsibility
to their shareholders too, and they have also made
their initial investment.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Well, you said it, they have already made
their investment on that pole. Is it, do they have {o
make more money on that pole again for rental of that
pole or even us paying {o move their infrastructure
that is below the stated height that it should be. You
know, the regular height for that should be 25 feet for
power. Power should not be anywhera below 25 feet.
So, if any infrastructure is below that on thelr own,
they should pay to move that. We, as the attached,
should only be paying to strengthen that pole to what-
ever they set as a wind load classification on that
pole, so, if it needs more guys, we should be paying
for that and then yes, we should be paying for rental
but any infrastructure below 25 feet that clearly shouid
be CUC’s dime, :

Mr. Christopher S. Saunders: In CUC’s license
agreement they have a set return on rate base for a
utilities company, so, in essence, CUC is guaranteed
X amount. So, in a nutshell and seeing that they actu-
ally report their results consolidated, if they are mak-
ing more money from you guys, it means in essence
that their rate for us shouid be less because they are
making more money from the infrastructure than we
have already set. The flip side is, should we not then
be seeing a reduction in the rates because if it goes
above a certain amount then it actually drops to keep
them within a certain margin?

So, the guestion is: How do we know then,
that we are not going to be paying twice because if
they are charging you on that infrastructure and we
have a certain amount that they should be making,
then, is there not some element of possibly double-
counting or something? Or is this where the regulator
needs to step in?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, that question is for the
regulator. | would assume that's part of their remit, to
make sure they are not double-dipping.

The Chairman: Barbara, do you want to ask a ques-
tion?

Ms. Barbara E. Conolly: Mr. Chairman, through you
to the witness: Is attaching your fibre service to the

poles currently owned by CUC the only way C3 can
roll out service island-wide?

NMr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, no. We have actually ap-
plied and we have got a significant amount of infra-
structure underground in the FLOW's ducts; in fact we
did most of West Bay Road in a FLOW duct to save
on the make-ready costs going on the poles and we
already applied to go all the way to go Maya-1 o get
on the FLOW ducts as well. We started that project;
in fact, right before | came in here we just made a re-
quest to FLOW to give us access to the Maya-1 land-
ing station for interconnect. If they give that, we are
now at Maya-1 and we can start looking for capacity
from other members of the consortium and we can
possibly serve East End and that area.

Again, we still have to pay for make-ready and
we sftill have to get on the poles; that is a work in pro-
gress.

The Chairman: We were given evidence earlier that
the regulator is proposing that they build out this
framework that you all heed to get from Bodden Town
to the eastern districts. Have you been approached on
that? And, are you aware and is there any considera-
tion on costs or is that something that you could do as
one of the providers for the regulater and then other
people would be able to piggy back on you, so to
speak? | do not know if that is the right terminology to
use.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, we support whatever it is
to get to East End and the providers in the eastern
districts as soon as possible, whether it is a universal
service cable, if it designed right and it provides the
consumer in the eastern end just as-good services as
the rest of the Island, we are here to support i,
Whether we build it, we have our own designers and
our own crews {o do that, to assist, we have met with
them on it. We're happy to keep that going; anything
we can do to get {o the eastern districts.

The Chairman: Just for the lisiening public and also
for my edification. So, if you went to North Side
through FLOW ducts, because | think they have un-
derground all over the lIsland, as far as | know, at
some point in North Side you would have to creale
same kind of a station from which you would distribute
along the poles to each house, so to speak, or can
you come up from the pipes on each pole?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: No sir, we would not need fo build anoth-
er . . . we just basically build a distribution system
there. We would have what you call a cabinet and a
switch that we would feed into either, in that area or
somewhere east and we would service that entire ar-
ea.
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The Chairman: You could avoid the long distances of
which you do not have subscribers, by putting a cabi-
net in Old Man Bay, for instance, that would service
that immediate community.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Yes, sir, but we would only be able to
provide broadband and we would have to get con-
nected to Maya-1. And we are looking at that.

Mr. Christopher S, Saunders: Quick question: how
would you expect to get to the homes? Would it be
direct to the homes or is going to be wireless?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: We do not have a licence for wireless; #
would have to be fibre to each home.

Mr. Christopher S. Saunders: Now, that is going to
be expensive. | mean, Cable & Wireless tried it with a
$30 million dolitar investment and got nowhere. | can
say that because it is a fact; they basically took fibre
to the sidewalk and they could not make it fo the
homes. So, as deep as their pocket is, they could not
make it to the home, how would you make it to the
home? .

Mr. Randy Merren, NManaging Director, Hurley's
Media Ltd.: Mr. Chairman, it cost us probably around
$180 to build our network or cross each household. It
is another cost to actually connect, but the reat driving
factor is the make-ready. The fibre and the distribution
is a cost, but it is not unbearable; i is the cost of
make-ready. We figured out how to solve that, every-
body can have fibre up there.

Nr. Christopher S. Saunders: Hold on there now,
back up. If it costs $180, and this goes to the point of
it is a one-off, one-time cost of $180. FLOW already
has the network in place, so you mean to tell me that
we are being charged $150 a month for 15 megabytes
that we cannot get; sometimes we are lucky If you get
three or four depending what time of day it is. So, lit-
erally for the cost of roughly one month and half a
week it would take for them to fix that cost, but in es-
sence they are contented to charge us $99 to $150,
for whatever the basic plan is for broadband and it
costs $180 to go to the homes and they are not willing
to make that investment to at least give people value
for money?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, | cannot speak on FLOW's
business plan, but | can tell you that | do not think they
have the infrastructure to deliver fibre to the home in
the eastern districts. They do have fibre there, but it is
not designed to be a GPON [Gigabyte Passive Optical
Network] so, | think they are stili using a copper deliv-
ery and that has limitations fo give you that kind of

capacity, depends on how far you are from the DC
[Direct Current].

Mr. Christopher 8. Saunders: We have been made
to understand, that one of the costs which is actually
driving it up Is the fact that, going back to the Maya-1,
basically we need to get another subsea cable to the
Cayman islands. Now, we cannot help passing Walk-
er's Road every morning and seeing a ton-load of sat-
ellite dishes on your side so, is it a situation whete we
can go back fo satellite to get fibre speed or is it a sit-
uation where we definitely have to get the subsea be-
cause the cost on the subsea cable is actually quite
up there?

Mr. Randy Merren, Managing Director, Hurley's
ledia Ltd.: The cost of the subsea, once the provid-
ers get to Maya-1, | think you will see that come down
because there is capacity at Maya-1; it is just not all
owned by FLOW at that time, but they control the
landing station. So, when we apply for capacity from
FLOW or whomever, we have to still include the local
loop which has to come from FLOW for that iocal loop
which is bringing it from Maya-1 to our head end. If we
get to that point, we can negotiate with 17 other pro-
viders that are there. The pricing capacity will drop.

Mr. Christopher S. Saunders: Good.

The next question is: What does the regulator
need to do to have FLOW or Datalink/CUC dg, to
hasically get us to this point? | think the public can
agree that being ranked 180 out of 196 is not working.
| think the public can agree that we are not getting the

speeds that we are paying for because, clearly, fibre

is the way to go and we are still running copper but we
have all of these devices that are built for a much
more modern networks, so, we are not even geiting
the maximum that we are supposed fo be getting un-
der these devices. You ftry to drive and have a’
WhatsApp call, it is going to drop somewhere along
the line.

The question is: What do you suggest or rec-
ommend that the regulator do to get FL.LOW and/or
Datalink/CUC to the table so we can start getting
something: better for the consumer, because we can-
not leave it as is? And we cannot afford to have a sit-
uation where they are trying to encourage compati-
tion, but there are too many barriers to competition.
And it bothers me when | see a company such as
yours trying to make i, trying to offer first-world type
infrastructure, first-world services and we are still fry-
ing to get things done with copper. So, what would
your suggestion/recommaendation be, in order for us to
move faster and get better value for money?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, getting on the poles is
probably the easiest thing to get resolved. The cost of
make-ready, | keep repeating that but that has to be
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an issue that has to be resolved and then the making
the poles ready, expediting that in some manner.

You know, we pay in advance for the make-
ready; they give us a bill or we pay them under an

MOU. We have to pay them an amount that they hold |

in kind of an escrow and they apply to whatever
make-ready costs on that pole. They throw it up at the
end of the quarter and say, Hey, you attached a thou-
sand poles and it was more than $1,000, so you owe
us another $200 a pole or whatever that number will
be. But, they are always on the good side of that, they
have the money in advance, so, that is a good posi-
tion to be in. Until that is resolved, | mean, we can
build our infrastructure a lot faster on the poles, a lot
speedier, than going underground.

Underground we are at the mercy of going in-
fo FLOW's ducts and are they available. Doing sur-
veys for those, they are not cheap. We just got a
guote for a survey, for less than a mile and it was over
$3,500. So, stuff like that, they have got to come to
grips with these guys. The regulator needs to be in-
volved with that, they need to know, you know, how to
handle the application process. We submit to them
and say, Hey, you know, this is where we want a sur-
vey done or whatever else and FLOW provides the
feedback and the cost of the survey and how much it
is going to cost to rent that space on that duct. This
stuff is fully depreciated off their books, or should be
now: that has been there for, | do not know how long,
but far greater than 20 years, | would imagine. So,
when you sit down there and look at the cost they are
charging us for that, it is a significant cost to the rental
of going in those things.

Mr. Christopher S. Saunders: One of the questions
we asked the regulator, and going back te the point
that you just raised in terms of items being fully de-
preciated, is that, what incentives are there for these
guys to continue pushing for innovation? [f they have
these old assets sitting on their books, it is already
depreciated, already paid for and they are just basical-
ly printing money as is. Because when we look at
what the royalties were, based on the ICTA, it is easy
to estimate that the total revenues in this business is
anywhere from $200 million to maybe $400 million
dollars, depends on the margin. So, with that said,
and having those old stuff that has been there for
several years now, that is pretty much paid for, how
do we then encourage innovaticn? Because here it is
that you are trying to push something new but these
guys are charging you for old equipment that has al-
ready been paid for. | mean, part of even CUC's dis-
tribution network has been paid us by us after Hurri-
cane lvan; | probably say anywhere from ten to fifteen
percent, based on what their financial statements
said.

Mr. Randy BMerren, Managing Director, Hurley's
Media Ltd.: | do not have an answer for that. It is just
the regulators again have just got to grow some teeth

and buckle down and get it done. They are there fo
encourage competition and that should be first and
foremost in anything they do. Get competition to the
eastern districts, to West Bay, to everywhere and your
issues with speed wil go away because at the end of
the day, when we launch, everybody had contracts
and C3 pushed no contracts—iry us, like us, keep us.
Now all the competitors to market have moved to that
basically, contracts have disappeared so, get us
there, you know, the regulator just got to get. . .

Mr. Christopher S. Saunders: Out of curiosity (sor-
ry}, for the areas that you are offering full fibre, what is
your monthly rate like?

Nir. Randy Merren, Managing Director, Hurley's
Media Ltd.: Fifteen megs, | think it is $69; 25 megs is
$89; 50 megs is $129 and we just offered 500 megs
for $299.

Mr. Christopher S. Saunders: Seeing that | am pay-
ing about $150 [month] or thereabouts and | have my
bill here, | can tell you.

WMr. Randy Merren, Nanaging Director, .Hurley's
Media Ltd.: You need to switch.

[Laughter and inaudible interjections]

Mr. Christopher S. Saunders: Sorry, hold on there, |
want to see—

[inaudible infetjection]

Mr. Christopher S. Saunders: No, no, itis.not a mat-
ter of solicitation.

Okay, | am paying $129 a month for 15 megs,
which | do not get, and you are charging $69 for 15
megs fibre, which you are basically going to get. So, it
is in my best interest and my constituents’ best inter-
est and the people in the other rural districts, including
West Bay, to get this done, because at the end of the
day, [we are] living in this information age.

| had a constituent tell me two nights ago that
as soon as 7pm comes around, his [internet] just
drops and this is why this is actually important to us to
get value for money, because | cannot keep paying
this and based on what you are telling me, it is going
to take four and a half to five years at a rate of 160
poles a month before you basically get the whole Is-
land covered. And | really feel bad for the people in
the Brac, because | do not know what happening to
them over there.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: We have done a survey to go to Cayman
Brac and we have actually been trying to work with
Cayman Brac Power & Light. That has been a trial.
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Ms. Barbara E. Conolly: Mr. Chairman, through you
to the licensee. For you to do make-ready costs,
would the cost be less significant if you actually pro-
vided your own poles? Is that something you thought
about, as opposed to sharing with FLOW?

Mr. Randy WMerren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, we have a licence to pro-
vide our own poles. We have appilied in a few areas
with the OfReg (Utility Regulation and Competition
Office) and NRA (National Roads Authority) to go in
those areas. We have gotten nowhere with it. { am not
a proponent of having a two-pole infrastructure there;
it is not going to look this on this Island. There is
space on the poles, but if that is what it has to take,
you know, it is an option.

Mr. Christopher S, Saunders: This brings me to the
next question. | am glad our colleague from George
Town South raised it. The importance of controlling
distribution, because looking at CUC, for example,
there is a difference between generating the power
and distributing the power. Anyone can come in to-
morrow and say we can generate power for cheaper,
but if you cannot distribute it, then it really means
nothing. So, the question in this is: From a futuristic
island stand-point in terms of what is in the best inter-

est long-term, for the people of the Cayman Islands, -

the offering was basically saying that they were look-
ing to put something in place fo go to the eastern dis-
tricts and my question is: Why not roll out something
across the entire island, for the simple fact that distii-
bution is one of the things that we need to be con-

cerned with because if not, we are going fo be held to

the mercy?

Even if someone comes in tomorrow and can
generate power far cheaper, without the network to
distribute it, we are stuck. So, from a future looking
standpoint, is it better for us to start [ooking at invest-
ing in a distribution network? And especially, why not
even go underground because we are in a hurricane
belt. | mean, it bothers me every time | see these new
developments or new sub-divisions come in where
they are basically putting poles inside them as op-
posed to running underground utilities from now. They
are just setting up something to be blown down on
somebody’s house later on. Is this where we have the
national, adult conversation to say this is something
that we need to look at for the future of our country in
terms of distribution going forward?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, it is an option. | think CUC
was granted the space on the side of the road by Cab-
inet, so, for the infrastructure we would have to be
granted the space on the other side of the road and
they would then have to attach to our poles or whoev-
er builds this infrastructure, these community poles or
whatever, to go to the other side of the road. That
might be a good option to consider if the country

wants fo look at having a two-pole infrastructure and
have more than one provider for power on the national
grid.

Mr. Christopher S. Saunders: If is not something you
rarely want to go to, but at the end of the day, in this
day and age, you cannot have any country being held
hostage by any one company in terms of a distribution
standpoint. | mean, here it is now, that $129 versus
$69, what is the difference? Sixty dollars a month,
seven hundred twenty dollars a year extra that | am
actually paying for a service | am not getting. And oth-
er people on the road are paying literally half what |
am paying and they are getting far better service. |
mean, at some point now-——

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Am | sure by the time | leave out of here
they will change their prices to match.

Mr. Christopher S. Saunders: But it does not matter
because they still cannot deliver the proper speed on
an old copper infrastructure, when what we are de-
signed for now is a maore modern type of infrastructure-

like Google and all of those guys are laying out.

As the regulator said, when they laid the Ma-
ya-1 cable, they were not looking at what it is that we
would be having today when they laid it 25 years ago
or whenever. It was meant to carry voice and now we
are looking for something different.

The Chairman: The other alternative that is being
proposed from some quarters is that the Government
should take over the CUC distribution network or buy
it, and then they can do the regulation and charge the
rates themselves.

Are there any other questions?

Mr. Christopher S. Saunders: Just one last ques-
tion. Mr. Merren, one of the things 1 have always ad-
mired about you is you always think big and looked
forward. Ideally, what would you like to see in the next
five to ten years in terms of where the country should
be of a telecom infrastructure in terms of that infor-
mation infrastructure, because this is one of the things
that kids and everyone need literally right now for
school and everything else. This is not just about en-
tertainment; it is about having access to the world and
making the world smaller within a reasonable cost.
What is your ultimate vision or what would you like or
what do you think the vision should be in terms of
moving us to the next level?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: | woudd like to see this Island—everyhody
connected by fibre with broadband and to me, broad-
band should be in five years, one gig to every house.
That is where | think we should aim to go and it should
be covered with a meshed Wi-Fi network or whatever -
the technology is then, that pecple stay basically con-
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nected all the time for their phones, whether it is Wi-
Fi. When they walk into their homes it automatically
passes you off to your other Wi-Fi network but, broad-
band should be one gig, and is what we should strive
for. We are loocked at as the jewel of the Caribbean
and we need to be leading, not foliowing. So, Gov-
ernment should actualiy embrace this with some sort
of broadband policy and it should do what it needs to
do to assist the providers with making sure that that
infrastructure is in place, whether contributing or doing
a universal service or something that we pay over-
time, but it needs to move forward.

| hear them talking about doing different
things on this Island, but | think the broadband is we
need to get connected. We need to be the jewel of the
Caribbean. We need to lead, not be following so, get
more fibre in here and get it done.

Ms. Barbara E. Conolly: Mr. Chairman, through you
to the witness. Are you aware that some strata condos
are actually cutting deals to sort of cut your service
out—GC37?

Mr. Randy Merren, Managing Director, Hurley's .

Media Ltd.: According to the ICTA Law, there is no
such thing as an exclusive deal with a strata. They
can have a preferred vendor and they can do that but
if there is somebaody in there that wants our service or
another provider's service, they are supposed to be
getting access to that. We have run into that on a few
occasions, where the strata management did not want
us in there and we had to enlighten them on that Law
and the regulations, But, if they are actually doing
something like that, 1 do not think they are aware of
the Law. :

Hon. Bernie A. Bush: Mr. Chairman, through you:
Does your licence require you fo build out?

Mr. Randy Merren, Managing Director, Hutley’s
Media Ltd.: Mr. Chairman, yes, sir, the entire Island
and Cayman Brac and Little Cayman.

Hon. Bernie A. Bush: Ckay. Is that is your obliga-
tion?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Yes, sir.

Hon. Bernie A. Bush: Is it the same fo the other car-
riers as well?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Yes, sir. :

Hon. Bernie A. Bush: Thank you, Mr. Chairman.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Including DataLink. -

The Chairman: Any other questions?
Hon. Bernie A. Bush: Are you building out?

Mr. Randy Merren, Managing Director, Hurley’s
Media: Yes, sir.

Hon. Bernie A. Bush: Okay.

The Chairman: If there are no other questions, thank
you very much, Mr. Merren, for coming.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd: Thank you, gentlemen.

The Chairman: You get your get-out-of-jail free card.
[Short pause]

The Chairman: Anyway, we are finished for the day
and so, we will adjourn now until 10 am tomorrow
when we will get back onto the report of Government's
Use of Consultants and Temporary Staff. And we
have Mr. Stran Bodden at 10 o'clock, Mr. Dax Basdeo
at 11:30 and Mrs. Gloria McField-Nixon at 1:30.

Thank you all very much. Have a good even-

ing.

At 3.06 pm the Public Accounts Committee Meet-
ing adjourned until 10:00 am, Thursday, 10" May,
2018.



PAC Verbatim Transcript

Thursday, 10 May 2018 1

OFFICIAL VERBATIM REPORT
STANDING PUBLIC ACCOUNTS COMMITTEE
THURSDAY
10 MAY 2018
10:10 AM

Meating with Wilhesses

“GOVERNMENT’S USE OF CONSULTANTS AND TEMPORARY STAFF—
FEBRUARY 2018”

Verbatim transcript of the Standing Public Accounts Committee meeting held 10" May 2018, at 10:10 am, in the
Chamber of the Legisfative Assembly Building, George Town, Grand Cayman.

PAC Members Present:

Hon. D. Ezzard Miller, MLLA - Chairman

Mr. Christopher S. Saunders, MLA - Member
Hon. Bernie A. Bush, MLA - Member

Ms. Barbara E. Conolly, MLA - Member

Mr. Austin O. Harris, Jr., MLA - Member

Ms. Manesa Webb - Committee Clerk

In attendance:

Mr. Michael Nixon, Acting Financial Secretary/Chief Officer, Ministry of Finance and Economic Development
Mr. Matthew Tibbetts, Accountant General, Ministry of Finance and Economic Development

Office of the Auditor General:

Mrs. Sue Winspear - Auditor General, Office of the Auditor General
Mr. Julius Aurelio - Audit Manager, Office of the Auditor General
Mr. Gabriel Ncube - Audit Project Leader, Office of the Auditor General

Withesses: :

Mr. Stran Bodden - Chief Officer, Ministry of District Administration, Tourism & Transport
Ms. Neyka Webster - Chief Financial Officer, Department of Tourism

Mr. Dax Basdeo - Chief Officer, Ministry of Financial Services, Commerce & Environment
Mrs. Kathryn Dinspell-Powelt, Deputy Chief Officer, Ministry of Financial Services

Mrs. Gloria Mcfield-Nixon - Chief Officer, Portfolio of the Civil Service

Mr. Randy Merren, Managing Director, Hurley's Media |.td.

[Hon. D. Ezzard Miller, Chairman presiding]

The Chairman: Good morning, everyone. Let the
record show that we have a quorum and before we
move into that actual calling of the witnesses, | need
to clear up and get the Committee’s recommendation
on one little administrative matter.

MOTION

CHAIRMAN TO WRITE A LETTER
TO THE SPEAKER AND CLERK OF
THE LEGISLATIVE ASSEMBLY- FUTURE
REQUESTS FOR HANSARD FROM
MEMBERS OF PAC

The Chairman: It seems that the rules of the Legisla-
tive Assembly, when Members of the Committee re-
guest copies of the Hansard in order fo facilitate ques-
tioning of the witnesses, that there seems fo be an
inordinate process that we have to go through, that is,
it has to be approved by the Speaker and then it alsg,
apparently, has to be approved by the Chairman. |
would like the Committee to consider and, if they
agree with me, so recommend, that | write a letter to
the Clerk and the Speaker and ask that in the future,
whenever a Member of the Public Accounts Commit-
tee requests a copy of the Hansard, that it be given
forthwith and not delayed seeking permission.

So, can | have a motion and then | will write
the letter based on it?
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An Hon. Member: | move the motion.
The Chairman: A seconder?
Mr. Christopher S. Saunders: [ will second it.

The Chairman: All those in favour, please say Aye.
Those against, No.

AYES.
[inaudible intetjection]

Agreed: Letter to he written to the Speaker and
Clerk of the Legislative Assembly by the Chair-
man, requesting that a Member of the Public Ac-
counts Committee be given a copy of the Hansard
forthwith, when requested, and not be delayed
when seeking permission.

The Chairman: This is what doesn't make a lot of
sense to me—it is one of these antiquated rules that
has existed way back, when the Public Accounts
Committee and Parliament only met in secret, particu-
larly when we have the Hansards of what is a public
session. Restrictions on the Hansard should not ap-
ply, so, | will write the letter asking the Speaker to do
that. '

Mr. Christopher S. Saunders: Question, Mr, Chair-
man; Am | to understand that in the past no Member
of the PAC has ever asked for this before?

The Chairman: No, they did, but they asked and had
fo wait. | have had to wait as Chairman to gel it ap-
proved before | could get a copy of it.

Mr. Christopher S. Saunders: Has it been like this
forever and a day?

The Chairman: Yeah, it is one of those, like | said,
which | regard as antiquated rules that need {o be—

HInaudible inferjection]

The Chairman: Yeah, when | needed the evidence
against the Chief Officer from the Official Hansard, it
tock almost a week to ten days to get it, for the same
purposes, because it had to be approved along the
way. | just think that, particularly, if something is being
held in camera, you can see that there would be some
controls and some restrictions on who has access but
even then, a Committee Member should not be de-
nied access, you know, because this happens to be a
rule that has been here from whenever.

So, on the Commitiee's advice, | will write to
the Speaker and ask that, when it comes to the Public
Accounts Committee, when Members, in particular,
request copies of the Hansard in order to prepare for

the next witness, that it be given forthwith. Thank you
all very much for that.
We can now bring in the withess please.

[Pause]
ADMINISTRATION OF
OATHS OR AFFIRMATIONS

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: |
swear by the Almighty God that the evidence | shall
give to this honourable Legislative Assembly shall be
the truth, the whole truth and nothing but the truth.

Ms. Neyka Webster, Chief Financial Officer, De-
partment of District Administration, Tourism and
Transport: | do solemnly, sincerely and truly declare
and affirm that the evidence | shall give to this hon-
ourable Legislative Assembly shall be the truth, the
whole truth and nothing but the truth.

MINISTRY OF DISTRICT ADMINISTRATION,
TOURISM AND TRANSPORT

The Chairman: Good morning, Mr. Stran. Thanks for
coming. You know the rules, the first question you go
o answer, either of you, just give your full name and
your position so that it will appear in the records.

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Yes,
sir.

The Chairman: This morning we are dealing with the
report by the Auditor General on the Government's
use of Consultants and Temporary Staff. | think the
Committee wants to ask you some guestions on the
consultant side of it. .

Mr. Christopher 8. Saunders: Thank you very much
Mr. Chairman and through you to the witness or wit-
nesses. -
Firstly, | would like to thank the Chief Officer.
From reading the report | understand that your Minis-
try was actually one of the better performing ones and
while there are still areas for improvement, nonethe-
less, this is what we are here for. I think it is important
that the public understands that there will always be a
need for consultants whenever we do not have the
requisite skills within the civil service. What we need is
to just make sure that there is some level of comfort
regarding the process to always make sure that:

1. Itis open and transparent and,

2. It also represents value for money.

With that said, | think it is important for us to
set the stage that people sometimes have a belief that
when people come before the PAC, there is always
something negative. In this case, it is more on the
positive side and | believe that, maybe with some of
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the questions that we will be asking today, it will at
least give the Chief Officer and his team an opportuni-
ty to even enlighten some of his other colleagues in
terms of, maybe, some of the practices that they are
doing and how best we can improve it.

One of the things, in terms of the first ques-
tion, is that we noticed from the Auditor General's Re-
port that there were some contracts where a business
case was not done. Now, within the manual, from
what | understand, there was no requirement for a
business case to be done hut we understand in some
cases, because most of it was on the marketing side
and | think it will be self-explanatory; but at a mini-
mum, | would just give the Chief Officer and his team
an opportunity to explain or just to update the Commit-
tee and the public as to why they believe that in some
cases a business case would not be justified for some
of the contracits. Thank you.

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Good
morning, Stran Bodden, Chief Officer in the Ministry of
District Administration, Tourism and Transport.

1 would like to thank the Member for the.ques-
tion and he is absolutely right.

When the Ministry looks at its work, the first
priority is good governance so, in all our priorities, that
is number one, and that is how you craft this kind of
response from the Auditor General. If you have good
governance as the number one priority, you will get
these kinds of feedbacks and results.

To your question, sir, on the consultants: the
Department of Tourism is a marketing and advertising
machine that | am very proud to be a part of and lead.
To have that kind of specialised skills in the depart-
ment, as civil servants, it just would not be practical, it
would not be possible, but we place those individuals
at agencies around the world—US, UK and Canada—
our core markets, in order to have the best bang for
our buck (to use that terminclogy).

~ So, that has been proven, it has been tested
and has worked for a number of years, and we con-
tinue to rely on that kind of model to get the brand
Cayman out there and keep that at a standard where
we can continue to attract the visitors that we do year
round.

The Chairman: Through you, Mr. Chairman.

Mr. Christopher S. Saunders: You are the Chair-
man.

[Laughter]

The Chairman: | am setting an example.
You are all awake, that is good! Okay.

[Latighter]

The Chairman: Mr. Nixor, you did not notice that |
made an error there?
[inaudible interjection]

The Chairman: Okay.

While we agree that in terms of developing a
staffing core, can you confirm that when you are deal-
ing with thase kinds of specialised contracts, there is
some continuity and some commonality in the person
in the Ministry or the Department of Tourism that
deals with these contracts, so that at least there is that
level of expertise that is developed within the organi-
sation and, therefore, it will be more difficulf for one of
these specialised companies to pull a coup so to
speak? In other words, make a recommendation that
might not achieve the results.

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Thank
you for the question, Mr. Chairman.

Yes, absolutely. These contracts, whether
they are public relations, marketing, media purchas-
ing, are monitored heavily by the marketing promotion
section of the Department of Tourism. So, we have a
Deputy Director there, we actually employed an oper-
ations administrator that just deals with the manage-
ment of contracts hecause there are (sorry o say) so
many of them. We needed that special staff position to
monitor those.

The Chairman: And they are obviously involved in the
procurement process?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Abso-
lutely, sir.

The Chairman: Right.

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: | can
also say that my Chief Financial Officer, Mrs. Neyka
Webster, who is here with me, is also involved in that
procurement process from the Ministry level as well.

Mr. Christopher S, Saunders: One of the things that
| just want to put out there also, for the record, is that
even though there were not business cases for some
of the contracts, that the majority of them were all
apen, competitive process from that standpoint so, we
just want to make sure that no one gets the wrong
impression.

Out of curiosity, can you just walk us fhrough
in terms of when you guys have an idea of when you
want to achieve a paticular chjective, what are the
steps you would follow, or the decision making tree
that you would use to arrive at going out fo, [ guess,
engage a consultant, and then what the end product

Cayman Islands Legislative Assembly




4 Thursday, 10 May 2018

PAC Verbatim Transcript

would look like in terms of the awarding and every-
thing else and then the follow through?

Just a kind of idea in terms of the process be-
cause, like | said, you guys are actually doing it right,
s0 we want everyone to understand what it is you are
doing, with hopes that others who are listening can
follow what you guys are doing.

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: |
thank the Member for the question.

To the Member's point. Once an initiative is
identified, the proper scoping of that initiative or that
project is done first, obviously, then the procurement
documents, tender documents are drafted in keeping

“with the level that it would be. Obviously, we all know
$50,000 is the limit for public tender. If it has to be
advertised, it is advertised for a suitable period of
time. The bids that come in, depending on whether it
is $50,000 or over $250,000 it will go to Central Ten-
der's Committee; They are evaluated for value for
money and quality, so it is not just the cheapest bid
that always wins the process; it has to be, again, best
value for money, so quality for the bid and then, de-
pending on the scale again, it goes back to either the
Departmental Tenders Committee or Central Tender's
Committee.

During that time, what we also do is actually,
say for instance, it is a public relation’s contract, crea-
tive media buying contract, we interview each bidder
in order to get that face to face contact because, obvi-
ously Tourism and branding is a very face to face is-
sue that we are trying to establish, so we want to see
the individuals that are actually going to market our
brand Cayman. That has proven to be very useful and
again, my Chief Financial Officer takes part in that.

The award is done after evaluation and all

parties are nofified. So, it is not a complicated process
because, one thing | think that we have going for us, it
is very much laid out in the Public Management and
Finance Law (PMFL) and now, the Procurement Law
as of May 1¥. So, the policies underneath that now
underpin it; we need to have those in place,
As you rightly said, sir, we did not have defined busi-
ness cases for all initiatives, projects and events that
we would do, we have now added that fo our policy.
We will be updating it further to encapsulate, obvious-
ly, the Procurement Law that is now in effect again, as
of May 1* and so, all of that is ongoing. But it is about
value for money, at the end of the day. It is about
open, transparent and a competitive process, so those
three things always have to be maintained.

Again, in my mind, anyway, it is a simple thing
that you want to prove is fair, everybody had a level
playing field to go through, and best value for money
is what you look for and what you got out of the pro-
cess.

WMr. Christopher S. Saunders: One of the things |
was pleased to see in the Auditor's General Report is
that (and you kind of missed it which was actually a
feather in the cap} you guys actually do a post analy-
sis once a contract is finished, to ensure that the ob-
jectives are met. That is actually an added plus, Just
out of curiosity, even though you missed it, what does
that process normally entails in terms of when you are
doing that kind of analysis? What is it that you look
for?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Teurism and Transport: Thank
you for the question, member.

That process is largely done at a depart-
mental level, which is why you saw me consult the
CFO, but it is engagement with the parties; a ot of
communications, a lot of meetings to ensure that we,
again, got value for money and the process was open
and transparent. So, that is a post-analysis, as you
said, to ensure once again communication and value
for money with the person that we contracted with.
And the entire process is documented as well for the
submission,

NMr. Christopher 8. Saunders: No problem; thank
you very much.

Just out of curiously in the same trend. In
terms of the port, | know there were several ongoing
consultancies that were being used. Can you provide
us with an update in terms of where we are with that
business case?

| am assuming there is a business case for
that one, because of the size.

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport:
Thank you, member.

Yes, sir, that is correct. In keeping with the
Framework for Fiscal Responsibility in the Public
Management and Finance Law, it calls for independ-
ent, financial, accounting and technical advice.

So, that is where the business case lies under
the financial advice, in terms of gefting a project as-
sessed in terms of it being commercially viable so the
technical part is obviously, for instance, things like the
environmental impact assessment, et cetera, required.
That was also done,

In terms. of where we are now, we actually
have a consultant, KPMG that has actually been con-
tracted to guide us through and advise us on the ac-
tual procurement. So, we have done the outlined
business case and we have completed the environ- -
mental impact assessment and Cabinet has given us
the go ahead fo go through procurement and we are
being guided through that as well, again, by KPMG,
an independent adviser in terms of procurement, as
per the Public Management and Finance Law.
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Mr. Christopher S. Saunders: Out of curiosity, the
process, looking back at the Public Authorities Law
and even the PMFL, is this being driven by the Port,
the Ministry or both groups fogether?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Thank
you for the guestion, member.

It is being driven by a Project Steering Com-
mittee that consists of the Ministry and the Port; yes,
sir,

The Chairman: You mentioned that the EIA [Envi-
ronmental Impact Assessment] has been completed;
just lead me if | am going wrong.
My understanding is that the process being
followed in the procurement to do the cruise piers is
that you have invited people to design, finance, build
and maintain. Does that mean that each person is
doing their own design or does the Government have
a design that each person has accepted?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport:
Thank you for the question, Mr. Chairman.

We have put together a conceptual design that actual-
ly, additional to that, our standards and specifications
that that design has to meet. So, for instance, the
length and width of the pier have been stated by the
Government, by the Project Steering Committee, that
they cannot be varied. So, we have set the specifica-
tions and the standards based on engineering and the
users, the cruise lines, and that would inform, obvi-
ously, cost. It is more, | guess, on the upland section
of it, how they would lay that out to best manage the
passengers coming to shore, but the actual piers
themselves in terms of length, width, number of pil-
ings, we have actually specified that in terms of our
engineering advice and our users to cruise lines.

The Chairman: It is also my understanding from in-
formation in the public, that this later design moves
the piers into deeper water to reduce the impact on
dredging. Has the EIA taken that into consideration
and is there going fo be an updated EIA done on the
final design that is accepted by the Government?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Mr.
Chairman, the first design the EIA [did] was done,
again, on best value for money, so the environmental
impact was not the top priority in that, it was best val-
ue for money.

What we have done now is say, if we can
lengthen the piers to the extent that we are able to
into deeper water, because obviously we have a drop
off that we cannot go beyond, that that would then
happen and that would reduce the dredge. So, we can
imagine a pocket that would have to come out, that

has now been taken further out because cbviously the
closer you come in the more shallow you are, and you
would need to dredge more. That has now been
pushed out in terms of what has to be dredged so,
that has been lessened.

To your point on the final design, the EIA will
then need to be updated based on the final design, so
that would have to be done by the chosen preferred
bidder.

The Chairman: They will do an EIA or the person
who did the original EIA will update their EIA?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-~
trict Administration, Tourism and Transport: The
individuals identified will have to update the ElA.

Hon. Bernie A. Bush: You have covered most of it
Mr. Chairman, but through you.

Is it safe to have the people who are going to
build this, do the EIA? Should it not be us? Because
they are only interested in building the project, we
have to protect Seven Mile Beach. We have already
seen when the Royal Watler Pier was built, what hap-
pened on Boggy Sand Road. All that evidence is right
there for everyone to see, the erosion, everything.

Is it safe, in your professional opinion, to have
those that are going to build i, because they are not
going to be interested in what happens, they just want
to make the money off of building the pier.

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: |
thank the Member for the question.

The EIA will only be updated, it will not be
changed. Any impact will demand it is o be lessened.

So again, by moving the piers out, you will on-
ly then.redo the wave actions and so forth, that was in
the original EIA. So, that will all be lessened because
again, you are moving the dredging further offshore to
a lesser degree.

The Chairman: There are some inherent risks in mov-
ing it offshore that you will have more impact on cur-
rents than the near shore; even though there may be
less dredging, the wave action is going to be greater
and the effect of coastal currents are going fo be
much more impactful on what dredging is done.

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Mr.
Chairman, | think that that would have to come out of
the study, sir. | could not necessarily speak fo that.

The Chairman: Following on the Auditor General, and
you said it earlier | think, just to confirm, that you are
now in the process of updating your procurement poli-
cies to fall in line with the Procurement Law?
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Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Yes,
Mr. Chairman.

The update that was based on the Auditor
General's report was relatively a simple thing to do,
which we have done, but to bring it in line now with
the Procurement Law, it is going to take a litlle time,
so we have not completed that as yet but we are
waorking on it.

To say that we have fo update the policy is
one thing, but we absolutely have {o be in compliance
with the Law, so bringing the policy in . . . the Law
would trump the policy anyway, so we want to have
again, best practice, good governance that our policy
is in line with the Law but obviously now with the en-
actment of May 1%, the Law would trump any policy
that we have.

The Chairman: | am curious because the Procure-
ment Law was passed into Law on the 2™ December
2016 and here we are May and it was specifically—
they include this clause in the Bill: "The Law may be
cited as a Procurement Law”, Section 2: “The Law
shall come into force on such date as may be ap-
pointed by the Cabinet and different dates may be
appointed for different provisions of this Law and rela-
tion to different matters.”

We parliamentarians are made tc believe that
the reason for section 2 is to allow the Government
Agencies to fall in line with the expectations of the
Law before it comes into effect, not for the Law fo
come into effect and the various agencies in govern-
ment have not complied or are in a position to comply
with the Law on the implementation. It seems that, as
we see in other references in the media, that people
are complaining that they have not received training
under the Procurement Law as part of their reasons
for not obeying the Law.

Can you explain to me, what was the delay?
And why are you now working on making sure that
your policies agree with this Law after it has come into
effect?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport:
Thank you for the question, Mr. Chairman.

Mr. Chairman, maybe | did not explain it
enough but the policy, bringing that in line is good
governance, it is best practice with the law, but we
would not necessarily look to our policy if that is not
yet in line with the L.aw. Yes, | will put my hand up and

say we did not get it done before the enactment date, .

we had a few audits going on and it took a little time
but we will get it done. But the paint to be taken away
is that we will comply with the Procurement Law and
any of its provisions that are now in full force.

The Chairman: Okay.

Hon, Bernie A, Bush: Mr. Chair, through you.

| am sure the public is interested in knowing.
We have heard you used the woards “good govern-
ance” quite a few times, since you have been speak-
ing. How much inveolved is the Ministry with the Port?
All that is in the headlines and what has been going
on—how involved is the Ministry?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Thank
you for the question, member, but could you be a little
bit more specific? Sorry.

Hon. Bernie A. Bush: Is the Ministry involved with
anything to do with the Port? We have seen what has
been happening in the newspaper, a 61 page report,
and we hear good governance over and over. Was
the Ministry involved in this? How did they know about
it? Just, whatever!

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: |
thank the Member for the question.

The matter that is now in the media in relation
to the Port Authority was first brought up to me by the
Office of the Auditor General.

| then, along with the Auditor General, spoke
with the Board of the Port Authority; they were alerted
and we started meeting on it. The Office of the Auditor
General had not yet completed all of their investiga-
tion which, by the way, how it came about was
through their 2016/2017 audit (| see the Auditor Gen-
eral nodding) and she brought that information to me
as Chief Officer and a board member and it pro-
gressed from there, sir.

Mr. Christopher 8. Saunders: Through you, Mr.
Chairman. Firstly, | think, just for the record, | under-
stand that the Board took some level of action where
management was concerned. | think that was what
the media reported and that is commendable in terms
of the board actually doing something.

| wish we had more government boards that
would actually do something with some of the manag-
ers; | can think of the HSA board to begin with. 1 think
some of them should be fired or in this case removed.

One of the things that jumped out . . . and this
is my question to the witness: We have a tendency in
Cayman, and | am just trying to phrase it the right
way, | don't want it to come out the wrong way. We
always have a tendency to be looking for the boogie-
man, looking for the duppy.

People will say stuff sometimes and they are
always looking and we hear all kinds of crazy theories
sometimes, and one of the things old people would tell
you is that even a broken clock is right twice a day.

One of the things that someone messaged me
the other day, and it kind of gave me food for thought
hecause | understand that this is something that has
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been around for quite some time and they are like,
You know, Chris, why is this just coming out now?

According to some, it is a situation where they
want to remove the Port Director because they want
to shift someone from Planning to [be] the Port Direc-
tor because some projects for people (they said
Dart's projects) are not being moved fast enough.

What | just wanted to make sure of and, | real-
ise a lot of movements of a lot of different parts, but
this is one of the things that are out there in the public
domain; that there are a lot of movements going on fo
get people moving in different places. 1 just want as-
surances, or at least the public 1 think, would like
some assurances especially when you factor in the
Public Authorities Law, the PMFL Law and the role of
the Chief Officer and everyone else with it, that there
is no boogieman out there in this situation trying to. . .
the look on your face pretty much says, What the helf
is he talking about? That is good and that is what |
really wanted, to see the look on your face to say that
hothing like that is coming.

No, because when someone says to me, You
know Chris, they wanf to gef rid of the Port Director,
they want to move the guy from Planning to Port and
then they want to bring some lady back from Dart to
Planning because Dart’s projects are not moving, it
kind of jumps out to think, Wait a minute, that is a fot
of maving parts.to get one thing done. So, the look on
your face pretty much confirms that you are probably
just hearing this for the first time too. So, no question
then, Mr. Chairman. The look on the Chisf Officer's
face pretty much just said, Okay, that is news to me
afso.

[inaudible fnfeq’eétion]

The Chairman: | will add this old adage to it “Where
there is that much smoke, there has to be some fire."

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transpori: Mr.
Chairman, to take away all ambiguity, | wilt answer the
guestion. And to the Member's point, what he ex-
pressed this morning, | have just heard first hand from
him. I have never heard anything like that prior.

Mr. Christopher S. Saunders: It is, as | said, the look
on your face. Sometimes you hear it from one person
and then you hear it from another person and then,
you start hearing it. | mean, even Bernie admitted that
he heard it, and | am like that is a lot of trouble fo
move one person to bring in another just to get stuff
moving; so | just wanted to make sure. And like | said,
the look on your face preity much ended my curiosity
after a while. | was not going to pass up an opportuni-
ty to ask you.

The Chairman: The things that the Office of the Audi-
tor General is concerned about, but | noticed that you

said you are doing it, is that the Portfolio of Legal Af-
fairs has sight and signed off an all of these consultant
contracts and you said that you are doing it now. You
also went on to say that your contracls are also re-
viewed by external lawyers who are subject matter
experts hired by the Ministry and Department.

Are those lawyers vetted by the Legal De-
partment or is that just an action taken by the Ministry
and the Department on its own?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Mr.
Chairman, thank you for the question.

That is taken by the Ministry and Departments
on its own. Those law firms are actually offshore in the
US, UK, Canada, depending on where we need the
legal advice and we go fhrough open, transparent,
competitive tender process for those as well.

Mr. Christopher 8. Saunders: | just want fo go back
on record again Mr. Chairman, and thank the Chief
Officer for the work that they are doing, especially on
the Tourism side.

| think the numbers speak for themselves,
there is a solid team, the performance is there and, |
just want to at least say on behalf of the people of
Bodden Town West that | represent, thanks for the
work that you are doing.

One of the things that | do hope that you guys
consider, in terms of your business cases, is to look at
what Antigua is doing. | like the fact that they have
eight ports around the island and everyone has an
opportunity fo get a piece of the Tourism pie, as op-
posed to everything being concentrated in George
Town.

So, that is one of the things that we really
would like to see, because if you look at it right now,
from what | understand in terms of the numbers that
we will need at the port to break even, we are going to
need more attractions for more people and with the
limited time that people still have in port, it is best if we
can offer more around the Island as opposed to within
a concentrated area.

With Royal Palms, where a lot of tourists go,
with a hote!l being built there, that is a good part. That
is a lost activity that cruise tourism will have, so the
question is now: Where will those . . . well, not a ques-
tion for the PAC but to consider—what will happen to
those people? Because there is a good chunk that
actually go to visit Royal Palms property that will not
be available in the next few years. Where then will
they go?

The last thing, where some people are con-
cerned, is that it would be pushing more people to the
public beach and again, that is limited space for most
locals so, if we can find a way in which to spread more
activities around the island and get more pecple to the
eastern districts, it would be something to consider.
But outside of that, the numbers speak for them-
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selves. | know that we got a good uplift from the unfor-
tunate events in the Eastern Caribbean while they
were still recovering, so that is preity good. It shows
that there is confidence in Cayman as a destination
for many people, but ultimately just keep up the good
work. | just want to pass it on to your team.

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: |
thank the Member for the comment. | have the privi-
lege of ieading an incredible team at the Department
of Tourism. The hardest job | think | have is trying to
keep up with them because they are always working
and coming up with new and innovative ideas which is
what keeps Grand Cayman on the cutting edge and
brings 418,000 stay-over arrivals in 2017 and are
paced to do incredible numbers again in 2018. So,
thank you for the comment, | will definitely pass that
on to them.

Hon. Bernie A. Bush: Mr. Chairman, through you:
Since the Alexandria {Hotel] in the Brac closed iis
doors; do we have any more rooms in the Brac?

iMr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: |
thank the member for the question.

What is happening now in Cayman Brac is
that Airbnb is opening up an entirely new niche market
in Cayman Brac, so villas, condos have seen an up-
take in Cayman Brac and we are looking forward fo
increasing that.

We encourage any developers, investors, lo-
cal persons that are looking to build rooms in Cayman
Brac, it is desperately needed, so we are always in
consultation with those.

Anybody that wants to come and obviously
having the District Administration in Cayman Brac as
well, we entertain anyone that wants to come and in-
vest, especially hotel rooms in Cayman Brac.

Hon. Bernie A. Bush: Okay. Mr. Chairman, through
you: In other words, you did not answer me but there
are no more roams. So, all they are doing in the Brac
is just trading condos into Airbnb or whatever you call
them, but there are no more new rooms in the Brac?

It is the same buildings being retrofitted to be-
ing something else, but there are no more rooms.
There have been no new establishments built in the
last two years or so.

[Are there] any new hotels, any new condos?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: |
thank the member for the comment and question
again.

Not that | am aware of, sir. We are aware that
there is interest; that people are looking at purchasing

property and developing rooms, but no new bricks in
the ground, no, sir.

Hon. Bernie A. Bush: Okay.

Mr. Chairman, through you: How close does
the Department of Tourism and Cayman Airways work
together?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Thank
you for the question, member.

Cayman Airways and the Department of Tour-
ism work very closely together. The Director actually
has an ex-officio seat on Cayman Airways Board just
like me, as Chief Officer,

Hon. Bernie A. Bush: The flights have been cut dras-
tically. Are you aware of this for Cayman Airways?

For example, one flight goes up in the mormn-
ing, one comes down in the evening most days. There
are no midday flights anymore. Are you aware of this
as the Chief Officer for this Ministry?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: As far
as | am aware, sir, that is not every day.

Hon. Bernie A. Bush: No, no, no, almost every day.
Of course, you are not going fo do it on Friday, Satur-
day and Sunday, but Monday through Thursday, there
is no midday flight anymore. There is a flight in the
morning and it comes back in the evening. What is
being done about this?

As for the flight loads, just recently, two flights
to the Brac, there were 13 people going [to the Brag]
and 9 people coming [from the Brac]. Two days after,
there were 16 people going to the Brac and 10 people
coming from the Brac. Now, | know it can be spun. |
have heard people sit here and try to spin all kinds of
things on those types of loads,

What is being done about growing the routes
for Cayman Airways? Yes, it is good o do all of this
stuff, but when are we not going to have to be do
things for our airline to benefit and can stop subsidis-
ing the airline? What is being done about the market-
ing of our airline and the prices and so forth?

It is obvicus that the Board is making deci-
sions which are hurting us because the airline is hurt-
ing and | do not know how people cannot see it. But if
you talk to the staff that are not scared, if you pay at-
tention, stand and look at who is coming off of those
planes (go and stand and look), something is wrong.

Does Cayman Airways Marketing need help
from the Department of Tourism marketing which |
agree is prelty good? | have worked with them. But
does the marketing of Cayman Airways need help?
Can you prop them up to [get] help [from] the Depart-
ment of Tourism? Is that possible?
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Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Thank
you for the question.

As | said, the Department of Tourism and
Cayman Airways do work very closely together.

As Members are aware, we how have the
SAAB340B, two aircrafts going into Cayman Brac, 50
we have put the airlift in there. In terms of a capacity
perspective, we have actually hired a Director of North
American Sales for Cayman Airways. That individual
was actually the aviation specialist, a young Cay-
manian with the Department of Tourism that resides in
the US. So, that individual now works for Cayman
Airways and works very well obviously with her former
Department, the Department of Tourism.

So, | would think sir, that yes, they do work
very well together with the aim of supporting our na-
tional airline.

Hon. Bernie A. Bush: Mr. Chairman through you,
how long have the SAABs been here now?

(Inaudible inferfection)

Hon. Bernie A. Bush: Mr. Chairman, through you,
just to let you know: We still have four or five con-
tracted captains on the SAAB [aircrafts]. Those
SAABs are costing us, befween the two of them, the
staff and all kinds of stuff, over half a million dollars
per month.

The time will come when it will have to be jus-
tified, the time will come because that was my very
first guestion of, if there are more hotel rooms in the
Brac, because there is not, but yet we have increased
ail this money flying planes into the Brac. All this
money being spent monthly and people are talking
about Cayman Airways is losing money and the main
place itis losing is the Brac.

But these decisions are not yours; these are
made by the Board and the CEQ has to carry out what
the board tells him to carry out, | am pretty sure; he
and the Deputy CEO.

But in your opinion, are we getting our monies
worth?

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Thank
you for the guestion.

The cry that we heard from the Minister re-
sponsible for Cayman Brac and Little Cayman and
Tourism, was that it was lacking airlift into Cayman
Brac, so we adjusted and put in the 34-seater SAAB
to meet that demand. Now, when we speak to inves-
tors and developers that are thinking of putting rooms,
especially in Cayman Brac, we can say, Listen, now
we have the SAAB servicing the Island.

Hon. Bernie A. Bush: Mr. Chairman, thank you.

Mr. Christopher S. Saunders: Mr. Chairman, | know
we were looking at something different but | just want
to put something out there also.

Like with anything, there has got to be an
agreed approach. | know that the Ministry, based on
the visits that they made to the districts, are pretty
much, at this point, working to update the National
Tourism Plan in terms of where the country is going,
in what direction, and | would encourage members of
the public to at least give some input into the devel-
opment of the plan and look out for whenever they are
coming back into their district to add their two cents.

| think it is also important to recognise, and |

am just going to put it out there. It is always going to -

be a challenge for Cayman Airways to some extent. |
know this has been one of the political footbalis from
first time it started but, at the end of the day, | think
the question that the public needs to answer first of all
is: What is Cayman Airways purpose?

| think it was about last month, that the Minis-
ter was guoted in one local newspaper saying that
"Cayman Airways objective is not to make a profit but
rather, to provide a service.” One of the things that |
would like, personally, is to see the Brac developed to
the point where it is not constantly being “subsidised”
by people in Grand Cayman. | think people in Grand
Cayman at some point need to also understand, if you
look at the business people that have contributed well
to Grand Gayman, they are actually from the Brac.

So, | do not want it to be |eft as if the Brac is
being treated as though it is a separate country. It is
just another district that just happens not to be at-
tached to Grand Cayman o some extent and it is no
different from East End, North Side or anywhere else,
for that standpoint. We are still all Caymanians to
some extent; it is just that the Brac has a different ge-
ographical challenge to it.

We, naturally, like with anything, would expect
transportation to be provided. If the Brac was attached
to Grand Cayman, we would have huses running fo it.
It is not attached so, we would have to go there by
boat or air, but either way, i is still a service that has
to be done. It will never be profitable enough from an
airline standpoint, if you look at it in terms of where it
is at, but nonetheless, | think what is important is that
1) the Ministry finalises the National Tourism Plan
and; 2) once that plan is completed we will have an
idea in terms of what we would expect from Cayman
Airways fully, also, what we would expect from the
Port, and pretty much what we would expect from just
about every stakeholders from hoteliers, condos,
owners and everything else. So | think, at the end of
the day, we always have to look at tourism from a big-
picture view as opposed to a small view.

QOur financial services are already under at-
tack and if you look at the growth in tourism over the
tast five to seven years, in the next five to seven years
it is actually on par to surpass the financial services if
it continues on the path that it is in terms of contribu-
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tions to GDP. So, it is one of the areas where we have
to recognise that it is still a future opportunity for
growth. i is still right now the largest employer of most
Caymanian businesses when we [ook at the public
transport system and the amount of people it actually
employs.

| think, in all of that, to say to the Chief Officer
that 1) | know the Ministry is driving the National Tour-
ism Plan which needs to be updated as quickly as
possibie; and, 2) more importantly, the public gels
involved in terms of what the vision is or where we are
going for tourism, because Cayman Airways will be a
subset of whatever that plan is, but it will not be the
driver of that plan. | think it is the lack of having that
cohesive plan why there are so many different gues-
tions. | think once we put the big picture and the big
vision together, then, | think people can see where
everything else fits. But, as it stands right nhow without
that plan, we will continue to have the challenges with
Cayman Airways or people will have the challenge
with the cruise port and | think that is really what is
driving this; the lack of clear vision or clear plan. Once
we get that done, it should hopefully, alleviate a lot of
the challenging questions that the public has.

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transporf: |
thank the Member for the comments.

The member is exactly right. The plan is now
being updated with the feedback we got from each
district. We went to, as you have said, sir, every dis-
trict in all three Islands and got that feedback. It is now
heing updated and then it will go out again for the
public to view.

Now, that is envisioned to be by electronics
means, but we would envision that we would have
hard copies, of course, and publicise quite well fo
show the revised plan with the public feedback.

The Chairman: Any other guestions? If not, | thank
you very much, Mr. Bodden for coming and | guess
we will see you in a couple of months when we are
doing your audited accounts.

Mr. Stran Bodden, Chief Officer, Ministry of Dis-
trict Administration, Tourism and Transport: Thank
you Mr. Chairman.

| would also like to thank the Office of the Au-
ditor General for working so well with us. It is a breath
of fresh air to know the performance audits that are
coming up and not be told half-way through that you
are being audited in this subject area, and we have
already written half the report and it is bad, and we
are going fo table it in the next couple of months. |
really applaud the approach taken by the Auditor
General and her good office and | look forward to that
continuing, sir.

The Chairman: We will take a break and Mr. Basdeo
is due at 11:30.

Proceedings suspended at 11:00 am
Proceedings resumed at 11:40 am

The Chairman: Hello, | would like to call the Public
Accounts Commitiee back to order and will ask them
to bring in Dr. Dax Basdeo, who is the next wiiness.

ADMINISTRATION OF OATHS
OR AFFIRMATIONS

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: | do solemnly, sin-
cerely and truly declare and affirm that the evidence |
shall give this honourable Legislative Assembly shall
he the truth, the whole truth and nothing but the truth.

Mrs. Kathryn Dinspel-Powell, Deputy Chief Officer,
Ministry of Financial Services and Home Affairs: |
do solemnly, sincerely and truly declare and affirm
that the evidence | shall give this honourable Legisla-
tive Assembly shall be the fruth, the whole truth and
nothing but the fruth.

MINISTRY OF FINANCIAL SERVICES
AND HOME AFFAIRS

The Chairman: Good morning, Dr. Basdeo. The
Committee would like to express its appreciation for
you finding the time to come here because we know
you have a few irons in the fire as a result of certain
machinations in the United Kingdom House of Com-
mons, so we appreciate you finding the time to come.

You know that the rules require that when you
answer the first question you identify yourself by name
and ftitle for the records.

We want to ask you some questions this af-
ternoon on the Auditor General's report on Govern-
ment’s use of Consultanis and Temporary Staff and
we also have a few questions that have been deferred
or spilled over from the interview with the Chief Fire
Officer because he kept saying “You have {o ask the
Ministry, you have to ask the Ministry, you have to ask
the Ministry”, so he put you in the hot spot but we will
manage it

Chris, do you want fo start please?

Mr. Christopher 8. Saunders: Sure,

Dr. Dax, first of all thanks for coming this
morning. As the Chairman said, we know you do have
a lot of irons in the fire but [ want to start ocut by saying
that we are grateful for the work that you and your
team have been doing. As we said to the last witness,
pecple sometimes believe that the rale of the PAC is
just to see if something is wrong. In many cases some
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things are going right and based on the report from
the Auditor General, there are many things that are
actually going right since you have taken over as
Chief Officer. Our goal is to keep the public informed
as fo those things that you guys are doing right, and
what it is that we can do fo improve processes. This is
just a part of the whole oversight process, so in this
situation, | can assure you that you are more here on
the good side of things as opposed 1o the bad side of
things, so | just want to set the stage for that.

One of the things that came out of the Auditor
General’s Report was the use of single use suppliers.
Now, this is not somathing that is new, it is not unique,
it is not something that has not been done before and
one of the things that we want fo understand is the
process surrounding why you would use a single
source supplier and, in some cases, why it's not com-
petitive. And to kind of understand the rationale be-
hind the decision-making process, in terms of not hav-
ing some contracts to open bid to competition. Thank
You.

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Good morning, Dax
Basdeo, Chief Officer in the Ministry of Financial Ser-
vices and Home Affairs. | thank the Member for the
guestion.

The Ministry has not traditionally used con-
sultants very heavily. | think more so now that the sub-
ject has changed and we are much more involved in
procurement for consuitants. Historically, we have
ufilised primarily consultants for legal and public rela-
tion support in key markets—the US in particular. And
by and large now, we are doing an open.competitive
process. | do know that in the report there was one
consultant for legal and public relations setvices that
was done based on a direct award, but that one was a
long standing historical relationship, so it is a bit of an
anocmaly in that sense, hut the cthers were all done
through an open competitive process.

Mr. Christopher S. Saunders: Thank you. | noticed
you said earlier in the answer that you mostly focused
on the US market. Is that for lobbying in terms of the
US? Or, in public relations, is it more, like lobbying,
congress type?

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: In a way, yes. Ra-
ther than using the word “lobbying”, what we have
sought to have done and continue to do now and in
the past, is fry to make sure that the relevant politi-

cians and officials in the US are aware of fact; aware

of Cayman’s actions and our adherence to interna-
tional standards. So certainly, where there are mis-
perceptions or misunderstanding of what this jurisdic-
tion does in terms of international standards, we have
used certain contacts that we hired through consul-
tancy arrangements to provide introductions to key
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persons, but also utilising our own contacts as on an
unofficial level, we also have interactions with certain
agencies as well.

So, lobbying to the extent that we are getting
introductions to the right persons in Congress, for ex-
ample, to try and give them factual information but
primarily, that was part of the role that the firms are
doing on our behalf. The other key thing would also be
to look at US legislation and understanding that from
our standpoint and how it impacts us, will be the sec-
ond key part of that relationship.

Mr. Christopher S. Saunders: Well, seeing what has
happened in the last two weeks with the UK and us,
you would actually think that we need to have spent
more fobbying in the UK, because clearly that was
where the double cross came from or all the swords
were drawn. So, the question is now, in light of that,
what are you guys looking at now in terms of getling
that done on the UK side to make sure, because we
are busy covering for the Americans and someone
forgot to tell us that the British are coming.

[Laughter]

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Thank you for the
guestion. The efforts in the UK have been-sustained
over the past few years and | would say that we have
made good progress, in particular with the assistance
of the London Office, in getting in front of parliamen-
tarians both in favour and those net in favour of the
Cayman Islands, to try and make sure they under-
stand just what we do from a standards perspective,
how transparent we are, to show them all the interna-
tional assessments that we have done that prove the
fact that we are transparent.

We would recognise that not always do the
facts matter in certain context, and somstimes the
representation that we provide have been dismissed.
The particular instance over the last week is an inter-
esting circumstance where a variety of other political
factors had an impact on the numbers voting on the
[UK] Government's side. So yes, | do think that we
can do a lot more to educate and inform in the UK,
both, from a parliamentary perspective but also from a
public perspective and certainly that is where the Min-
istry is working very closely with the industry, to dis-
cuss how do we get in front of the right stakeholder
groups, not just parliament or public but also other
industry associations in the UK; those who have opin-
ions that may sort of speak to the guality of our juris-
diction and make sure that we are getting the right
message in the UK.

So, that is a process that we are going
through right now and we will continue to do and in-
tensify, given the current circumstances.
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Mr. Christopher 8. Saunders: So, in essence then,
we did not get what we were expecting out of the UK?
Because | think the London Office falls under a differ-
ent Ministry, correct? So, in essence now, you guys
abdicated some of your responsibilities to a different
Ministry and you ended up with something different
than you expected?

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: | would not say
“abdicated”; we have worked in partnership with the
London Office. Certainly, we have coordinated on
messaging and when similar amendments have oc-
curred in the past, proposed amendments occuired in
the past and they were defeated, in both, the Lords
and the Commons, it was a joint initiative between the
Ministry of Financial Services and the London Office.
But, of course, since the London Office is on-the-
ground, they are the ones that are executing on behalf
of the Government. So, it has been a partnership and
it has worked in the past. Again, this last week has
shown a different set of circumstances.

Nr. Christopher S. Saunders: Well, to be honest, |
know | used a strong and that was {o see your reac-
tion. What | am looking for ultimately is ownership. |
mean partnership is fine but somebody needs to own
it and at the end of the day, the London Office still is
not part of your Ministry and now you realise that re-
gardless of who is underground, this is stifl now some-
thing for the Ministry of Financial Services to deal
with. | look at the skillset based on the report, of who
you hired in the US to basically get the work that you
wanted done, versus the skillsets in the UK in terms of
via the London Office, and there is a mismatch in
terms of the skillsets being used in the US versus the
skillsets being used in London.

| am going to tell you right now, based on the
people that | spoke to in the UK; this decision did not
come as a surprise. The thing about it is that the La-
bour Party has been running, to some extent, a very
successful campaign against the tax havens. When
we look at where the UK Government is, in terms of
the very slim majority that they have, it is a weak gov-
ernment and it is very hard fo negotiate with very
weak people; this was actually on the horizon so this
did nof really come as a surprise.

So, the question is now; What kind of big guns
or arsenal do we need to make sure we have in the
UK, because we were busy looking at the Americans
and got caught? Well, should not have been unaware,
but we basically got caught in the UK and the damage
has already starfed to some extent. So, the question
is now, Jooking forward: What, in terms of consultants
or expertise would you guys be looking now to beef up
the UK with to make sure that, yes, there is partner-
ship, but the ownership has to be here for something
because this itself was a big booboo.

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: In looking at what
has happened, and certainly | cannot suggest that
there was a surprise, because we knew that there
would be a prolonged attack against us in terms of
pushing us towards public registers.

The indication, as | was saying, given the pre-
vious experiences, was that we were doing our best to
make sure that the votes were in our favour; in the
sense that the facts of the situation were put in the
hands of either the Members of Parliament in either
the Commons or Lords to make sure that they could
speak from fact, and | do recognise and looking and
fistening to all those debates that they spoke to the
information that we provided. So, | do recognise that
we were successful in the first few instances.

Again, what happened last week was a bit of
a unigue situation given the variety of other factors
happening and we are cerfainly looking to change the
approach and improve how we are engaging in the
UK. | do know, and certainly the Premier has an-
nounced, that there are other experts now involved in
this process.

Mr. Christopher 8. Saunders: Thanks very much.

One of the things from the public’s standpoint
now, is that the Government has a very large vested
interest in this for the simple fact that it is well over a
third of the Governments annual budget in terms of
revenues and everything else. But what the Govern-
ment makes from financial services, and even though
it is the driver of the GDP, it pales in comparison to
what the private sector makes.

Now, one of the things when you talk about
partnership, what we hear about is that people need
more money from the Government to do this, this,
this, this. The question is now, from a partnership
standpoint: What is the private sector doing to defend
their portion of what we need to do in terms of protect-
ing the financial services industry? It cannot be a situ-
ation where everything is borne by the Government
and the private sector does not play a part when they
are making far more money from what the Govern-
ment is making in terms of revenues from this.

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Certainly, from the
Government's standpoint, a very significant increase
in the budget allocated for sporting industry activity
was put in place in this current budget. At the same
time, we are trying to work a lot more closely with all
parts of industry, drawing Upon their expertise when it
comes to either getling intelligence on circumstances
in the UK or the EU to understand what actions they
are pursuing in terms of educating and informing on
our behalf. And certainly, as we continue to work on
all the various international initiatives, we are heavily
consulting, making sure that we are getting a wide
cross-section of industries involved in the process.
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Certainly | am very thankful that industry members
and various associations have come together to pro-
vide support to the Ministry in these exercises.

Currently, for example, we have got a number
of groups working on the issue with the EU, looking at
their so-called Blacklist and trying to understand from
their perspective how these things will impact us, and
providing that advice to the Ministry in terms of our
overall position and how we can engage on an Euro-
pean front. So, the industry, certainly from a time
spent perspective, has quite a number of volunteers
and groups who are working actively with the Gov-
ernment to try to support all of the activities that we
are engaged in and certainly, the mandate that | do
have fs to work very closely with them to get their in-
put and ensure that we are on the right track.

Mr. Christopher S. Saunders: Thanks Dr. Basdeo.
The reason | raised that question, just to put it
into context, is that many of these law firms and dif-
ferent firms have presence in multi-jurisdictions and if
you look at even how the business is distributed now,
especially in the Hong Kong market where they are

doing quite well in different places, it is just a matter.

then of business being shifted from Cayman to else-
where. So, a lot of them in terms of the same, and not
to downplay the importance to them, but | would like

to think that ultimately to the Caymanian people where:

we depend on that in terms of tax revenues versus for
these guys, it is just a matter of saying to the client,
Let us move from Cayman to Hong Kong. One thing
that we have seen with the Financial Services Indus-
try, and with the history of it, it actually moved from
some place to come here and it is just a matter of time

before it moves from here fo go someplace else. So,-

in terms of defending it and fighting for it, this still has
to be something that is central.

it is one thing for them to say, Oh yeah we-.

will donate services, but this is a point now where we
need money to fight money and the question is not
that the money just is not coming from the taxpayers,
it is also coming from them. Yes, they have lawyers,
but at the same time, those lawyers heed their billing
fees and all that kind of stuff, so unless they are work-
ing for free or they are bringing in some of their QC
friends for free, the question is: Who else is really
fighting with us, putting resources up, man power,
money and everything else that is needed to get past
this?

One of the things | am fearful of is that the fi-
nancial services have not done as well a job of inform-
ing the public of the importance it is to the Cayman
economy and, looking at some of the comments that
are coming from a lot of people in our Facebook and
other social media, it is clear that there is a discon-
nect. We have people that are basically saying, Let it
fall, let it go and not understanding the full impact.
Clearly there is a PR issue that needs o be done and
yes, we have spent milions overseas in terms of pub-

lic relations, but the one place where we have not
spent on public relations is actually right here at
home, where we need to get everybody on board.

With all of that being said, what we are look-
ing for now is that partnership. Is it the Maples, the
Walkers? | mean which of the firms are saying, Guys,
let us do this fogether. And it is not a situation of their
lawyers sitting in the office and saying, You know
whatl, Cayman is on its way down, lef us move the
business elsewhere. That is what we are looking for.
Thanks.

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Thank you for the
guestion.

This year has been busy so far. | think be-
cause we are so focused on fighting these external
fights, we have not done as much as we could have to
educate the focal audiences about what are extensive,
very complex issues, sort of a series of knock on ef-
fects between jurisdictions. What | mean by that is
that things that are going on in Europe, impact what is
going on in the UK and the US, so it is not a sort of
simple picture that we can paint in all respects. We

" have been extremely focused on fighting those fights

and the industry has been right there along with us,
helping us to do so.

We are coordinating the efforts from the Min-
istry’s perspective. Again, we have had a number of
meetings and engagements with local industry to dis-
cuss approach, discuss strategy, discuss actions and
we continue to do so. So, there is coordination there,
and 1 do expect that there will be some cost spent by
industry as part of this process, in terms of their own
engagement as well. So, from the international per-
spective, it is difficult, yet we are working together to
try and achieve the rlght outcome.

We do recognise, and cettainly my Minister
recognises that we need to do more locally to educate
the public, and that is something that we have, at this
point, discussed, and we are trying to do, and there
will be perhaps a bit more being done over the next
few weeks as we try and understand how to respond
to some of these threats. But it is a point that we are
aware of and although we are, as | said, more focused
internationally right now, we will need to get to that
point at some fime, hopefully this year.

Mr. Christopher S. Saunders: Thank you.

One of the things that | guess has been more
of a concern every time these issues pop up . . . be-
cause | am old enough. One mintte it was ample tax
competition, the next minute it was this. We have had
over the last 20-odd years all of these battles, so this
is just one more that we have to fight. | know without a
doubt that we do have the talent here both in the pub-
lic and private sector to weather thess storms.

One of the things | have noticed over the last
few years is that we have moved to having more gen-
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erals; all industry leaders, but ultimately what has
made the difference in the past is that we also had a
lot of soldiers and what | am trying to find in this pro-
cess is, where are the soldiers?

It is clear that the campaign has changed in
the sense of looking at what the Labour Government
has bheen doing. | have people calling me saying, Oh
Chris, I did not know that the Cayman Islands is caus-
ing us so much trouble. So, they have changed their
tactics in terms of their campaign, whereas we have
generals still fighting the same hatile or the same ap-
proach.

The guestion is now, we are looking for that
difference of approach in terms of they have carried it
underground so now we need to take it underground.
Where are those soldiers coming from in terms of bat-
tling this one because, clearly, now the landscape has
changed?

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: One of the things |
think we have done very well, over the past five or six
years, is that we have been much more engaged in
international fora on a variety of issues, to build the
sorts of relationships that allow us to understand what
is going on from a governmental perspective and an
-international body perspective, and that has certainly
—helped us to fry and plan more in advance and to be a
bit more proactive rather that reactive.

In doing so, it has helped us to work better
with the industry to develop strategies to address
those issues. 1 think, over the past five years in pattic-

“ular, there has been a threat nearly every single year
in the past five years; whether people realise that or
not, We have effectively addressed those issues and
perhaps dodged a few bullets, but that has come from
a change in how we work and understand the tand-
scape.

Obviously, and | think you have rightly pointed
out, the NGOs [Non-governmental Organisations)
have themselves increased and become more sophis-
ticated in their own campaigns and part of our shift in
approach over the last two years has been more en-
gagement with NGOs themselves, again, trying to
adapt to how they are changing their approach. Obvi-
ously, there is much more that can be done. These
are extremely well funded bodies. The Transparency
Internationals, the |nternational Consortium of Investi-
gative Journalists, they have got a lot at their disposal
{o really provide attacks on all fronts.

We do need to adjust further and, again, that
is part of what we are discussing with the industry,
and hopefully we can make a difference in the new
approaches that we are going to adopt.

The Chairman: It seems like we have used the old (to
go back a couple years old) McNamara strategy of the
then with the nuclear weapons. Can we move more to
the Cheney thing of pre-emptive strikes? And is it

possible to get the "industry” more involved? For in-
stance, in this case, | have not seen any articles in the
infernational media, by any of the industry players in
Cayman, supporting Cayman’s paosition, which | be-
lieve would go a long way to educating the public that
these people represent. | think part of our new strate-
gy should be, {0 engage the people that these politi-
cians represent and somehow reaching to them, and |
think a part of that would be fo encourage local indus-
try, because | think the industry has fo realise that this
is now beyond the Gavernment carrying this baftle on
its own,

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Again, thank you
sir; that is a very good point. In the past few years
there has been an increase in the number of articles
produced by the industry in various publications inter-
hationally and, while | would not suggest what we are
going to do right now, | think part of our consideration
is to be strategic in how we use articles to further an
overall objective and overall strategy. So yes, it is be-
ing considered; yes, we have discussed a number of
different approaches. Until we are settled on the cur-
rent strategy, given the events of last week, we are
not going to fully implement all the options available to
us until we are sure we are clear on the overarching
approach that we are going to utilise.

The Chairman: | accept that you do not want to give
out, but { am talking more on a consistent basis be-
cause we seem to sit back and let mainstream media .
. . because yes, | will agree that there are articles that
can be found in industry and professional related arti-
cles. The average person on the street does not read
them. But the London Times, New York Times, these
are the magazines that are killing us, because that is
how the people who are against us are influencing the
people that influence their politicians and i think we
have to start fighting them on their own front, and not
waif until it l[ands on our own shores. So | would hope
that the industry itself would be willing, when they see
something baing said in the New York Times, to write
an op-ed and put it out there.

If it is always coming from the Government,
that in itself carries a cerfain amount of scepticism
because we are defending our own position, but if the
London branch of Maples and Calder's Seniot Parther
did an op-ed in the London Times suppotting the posi-
tion that the Government has taken on beneficial
ownership, | think that would go somewhat fo influenc-
ing the people who Dame [Margaret] Hodge is repre-
senting, in terms of her own political career.

How do you monitor the performance of your
PR contracts? For instance, if there is an article that is
critical of the Cayman Islands, do you expect some of
your PR agencies that are on the contract to respond
to those articles? How do you monitor the perfor-
mance of people you have hired for PR?
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Dr. Dax Basdeo, Chief Officer, Ministry of Fihan-
cial Services and Home Affairs: Thanks for the
question, it is a very good one and that is an ongoing
process. Once we have established a relationship
with, whether it is a more mainstream type commuuni-
cations company or a law firm, there is ongoing com-
munication, discussion on issues as they arise. So,
from a performance standpoint, it is not where they
are left to do something and then we find out about it
afterwards but it is an ongoing discussion anytime,
anything happens where, in some instances, they are
bringing stuff to our attention, some instances we are
bringing stuff to their attention saying, How do we ad-
dress these issties?

From a performance standpoint then, it almost
becomes a daily/weekly type issue where we are fry-
ing to make sure that we are on the same page with
them and they are doing what we have asked them to
do and trying to measure results. The hardest part is
actually measuring results, because, in many instanc-
es it is trying to determine that we have changed opin-
ion and therefore it is harder to measure that. What |
can say is that once we have defined the projects that
they worked on for us, there are some indications of
success for instance, how many relevant, appropriate,
high-level officials can they get us in front of, to have
the discussions and other more simpler metrics per-
haps. -

Whether we sort of shift the opinion at that
point in time, again, that is something we think we
have done based on what we have heard these offi-
cials say on our behalf or about Cayman after the
meetings and so forth, but that is harder to quantify.
But, in. general, because of the relationship that we
have with these firms, there is ongoing discussion. If
we are not seeing something being performed the way
we want it performed, it is a feedback mechanism on
a reguiar basis. So, it may not be following in the form
of an evaluation, but it is an ongoing discussion to
make sure that we are adapting as things happen.

Mr. Christopher S. Saunders: | am going to move
from Financial Services . . . well, external issues, but |
am going to leave you with this Sun Tzu quote for you
to — it is from Chapter 6 it said; “Whoever is first in
the field and awaits the coming of the enemy, will
be fresh for the fight; whoever is second in the
field and has to hasten to battle will arrive ex-
hausted. Therefore the clever combatant imposes
his will on the enemy, but does not allow the ene-
my's will to be imposed on him.” We have been a
little bit too reactionary and we need to understand
that this is war for the survival of our people from that
standpoint.

Now, we are going back to the consultant is-
sue, | noticed that you guys hired a consultant for the
Fire Station which is good, but one of the more press-
ing domestic issues is what the banks are doing in
terms of mortgages and all of these frivolous charges

that they are imposing on the people from paying
them fo make a deposi, charging them to cash
cheques and everything else. The question is; Have
you guys engaged any consultant to deal with those
people? And | say 'those’ being a former banker my-
self, just to put that out there; | do not want to make it
look as if | do not understand the nature of the beast.
The guestion is: What steps or what is it that you guys
will be looking at? Are you guys looking to hire anyone
to deal with the bankers, because we have these in-
ternational people who are trying to take our business,
and then we have these domestic people who are try-
ing to take our money too? So, do you guys have any
consultants in the pipeline to deal with those greedy
bankers?

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Thank you for the
question. | am not as familiar with this area of work,
not on a day to day basis involving a lot of the discus-
sions from a posifive perspective. | do know that Min-
ister Rivers has taken a very keen and leading role in
this process and there have been several meetings
with the ‘Bankers’ Association, with CIMA, to try and
make sure that we understand what the situation is
and how to address it. There was work done previous-
ly on the same issue, and those preliminary findings
were given to the Minisfry. Currently, there is a pro-
cess started to bring someone on o assist in looking
at the issue more fully and developing solutions.
Again, | do not know all the details, as | have notf been
directly involved in the process, but it has been an
active part of what the Ministry has been taking care
of and there has been some engagement. There is
some research that has been done and there are
some action steps that are being implemented as we
speak.

Mr. Christopher S. Saunders: Thanks very much.

The reason | raised that is that, just as how
we hire technical people overseas lo deal with tech-
nical issues overseas . . . {give me another word, |
don't want to use the term ‘domestic terrorism’). Either
way, the flip side is, and the reason | am saying what |
am saying, is that when you are engaging these peo-
ple, regardless of wherever they are located, we still
have to send the right person who speaks their lan-
guage to basically ‘jug um’ as they would say, to deal
with them.

From that standpoint, what | want to say to the
Ministry on this point is to go and find that person to
go deal with the banks, because what they are doing .

. and if there is ever a time that you need an exter-
nal consultant to go deal with an issue, this is one.
Send somebaody inside there to mash up those bank-
ers’ ‘'dolly-house’, because we need it for that.

I know we cannot tell the Government how to
spend money, but this is one time that it is actually
needed. The reason | am raising it is that when we
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look across the road . . . tomorrow people are going to
pick up cheques for child support and when the
cheque is sometimes $60/370 and someone is faking
$10 from that, and that is per week, you are losing
$40/$50 a month on these things. [t adds up for fami-
ties who depend on that, so | would encourage you
guys to go find somebody to go deal with these peo-
ple who have their hands in the pocket.

Just switching to the Fire Station, | know it is
something that you inherited and one of the things the
Committee would like to get an idea of, and | know the
consultant cost has not been included in this, but
since it is something that is topically relevant, I figured
that this would be the right place for it in terms of:
What exactly is it that the Ministry is doing to deal with
the issues we are having at the Fire Service arising
from the PWC [PricewaterhouseCoopers report?

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Certainly, | think we
are making great progress right now, and | am hoping
that the fire officers themselves see just how much
progress is being made. We have committed to them
a very aggressive timeline for delivering an a variety
of issues and we are doing our best fo keep doing it
and so far we are on frack.

The key thing with the PWC repori, from my
perspective, was the research that was done to look
at the operational standards and some other issues to
understand what is going on in the Fire Service. But
coming from that report, and based on my own obser-
vations, | think one of the key things, that have to be
addressed, first and foremost, is stability in the lead-
ership feam in the Fire Service. To make sure we
have the right individuals involved to not only stabilise
the organisation, but to make sure that they are mak-
ing progress and addressing the range of issues that |
have heard are affecting the fire officers. Again, there
are a lot of small issues | have heard about, but | do
think that once we have stable leadership we can
quickly take action to address all those concerns.

So, in terms of the process we have engaged
with PWC, they have given us the starting point for a
lot of the work that is going to be done on the Ministry
side and we have worked in conjunction with the fire
service to implement a few things more recently.

The primary of which is the move towards hir-
ing full-time, permanent post in the senior leadership
for the organisation to remove all the acting appoint-
ments that have historically been there for a good
number of years af this point. We have engaged a
small focal firm to assist in an exercise {o do coaching
for the upper ranks of the Fire Service, to make sure
that those who are perhaps in the best position to ad-
vance info the higher posts, fo make sure that they
understand their career path, to understand, from our
standpoint what training they have undergone so far
to make sure that they are prepared as best as possi-
ble to apply or be promoted into these higher roles.

At the same time, we have taken a bit of time
to redo all the job descriptions which were vastly out
of date, and at this point we have completed the post
for the upper ranks and they are now with the fire of-
ficers themselves for comment, to make sure that we
have gotten everything captured correctly, and Incor-
porate the new standards. So, between the job de-
scriptions being done, the coaching that is underway
right now, and other interactions we are having with
fire officers, we are hoping to be in a position to start
the Promotion Board process for the deputy post by
June of this year. Following that, the other upper
ranks by July and August, and | am hopeful that by
August we will have a strong team in place that can
then continue the leadership of the organisation and
ensure that all the other issues are being addressed.

Mr. Christopher S. Saunders: There is this saying
that people have to get alohg before they can go
along. One of the things | am curious about is what,
exactly, you, as the Chief Officer is doing. 1 will tell you
where | am coming from. When we ook at the Public
Service Management Law there are a lot of responsi-
bilities that are vested within the Chief Officer. Now,
as | said earlier, | know you inherited a big challenge
to some extent, but one of the things, from speaking
to the fire officers, that remains is the issue with the
Ministry. So, you guys need to rebuild that trust first,
and where that has been damaged to a point that you
guys may not realise, is when they were trying to offer
the fireman 50 cenis on the dollar for their overtime
and everything that they have worked. These are the
guys who spend time away from their families to make
this money, and they consider that an insult in terms
of . .. yeah, that was actually done.

Before the Ministry can get anything, that trust
and credibility needs to be rebuilt. From the Ministry's
standpoint . . .-because the fire officers who are prab-
ably listening just want to know exactly what it is that
the Ministry is going to do to at least fix that. | can tell
you, for same of those guys it was personal, it was a
matter of their dignity and everything else, when they
were spending time away from their family, sacrificing,
and for someone to say, / cannof pay you, so | am
going fo give you 50 cents fo the dollar as opposed to
saying, Guys, the budgetl is tight, can | give you half
now and half lafer? But to have this kind of take it or
leave it attifude, it is one of the things that you have
inherited and, if no one said it fo you before, | just
want to put it cut there, because this is one of the
feed-back that | have gotten. So, from that standpoint:
What exactiy is the Ministry doing at least to undo the
damage that was done in the past to kind of get along
hefore you can start going along, kind of thing?

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: A very good ques-
tion and 1 think trust is fundamental to any relationship

Cayman Islands Legislative Assembly



PAC Verbatim Transcript

Thursday, 10 May 2018 17

and, certainly in this case, it is a key component to
make sure that things are going to improve.

| have personally invested a lot more time
than most other departments in the Fire Service, try-
ing to make sure that we have a clear plan in place to
address all these issues. | have done my best to meet
with them on a number of occasions: in fact, | am
back there this Friday again, more so than most other
departments at this point in time. So, they are getting
more of my personal attention because | understand
that that trust has been eroded. | do not expect trust to
be built over night, which is why when | spoke with
them | have gone to give definitive timelines and dates
that they can hold me accountable to deliver on. They
have those commitments, they have seen those time-
lines and Friday when | go back again, it is to show
the same timeline and progress been made and we
are stilt on track.

So, | am hopeful that if we can demonstrate
as a Ministry that we are taking the right action, mak-
ing progress and delivering on our promises, that at
some point that trust can be built again but | know it is
not an overnight process. We are going to continue to
invest to ensure that our time, energy and efforts to
address their issues but it is not going to be as fast as
some of them would like. In hearing their feedback, |
know that they have been waiting five, six years or
more, There are those who are beyond frustrated,
there are those who are not willing to wait any longer.
We are going as fast as we can with the right amount
of pace, bearing in mind the complexities on some of
the issues they have had to deal with and make sure
that we do things the right way. Again, wanting to en-
sure that we are fair and competitive in our recruit-
ment processes, to make sure that we have the right
individuals, because if we get that part wrong that is
not going to serve the Service well going through the
next few years. We've got to get that part right.

Mr. Christopher S. Saunders: | thank you very much
for that [answer]. One of the things | want to put out
there is that one of the feedback that has been given
by the people who have engaged with you, is that they
found you to be a decent and straight forward person
and | just want to at least record that that is one of the
positive feedbacks | have gotten, where you are con-
cerned. And, like | said, | think that you are moving in
the right direction in terms of getting that done and, 1
am really sorry that you have that to deal with, but |
just want to at least thank you on behalf of the people
| represent, for the approach that you have taken and
for being fair and straight forward with many of those

guys.

Hon. Bernie A, Bush: Mr. Chair, through you.

| have here a copy of the Hansards of the
guestioning with the Fire Chief. | will be giving you a
copy of this and | am humbly requesting a meeting
with you, at your convenience, as soon as possible, to

go through these answers to show you where i is ob-
vious in many ways, and once again, to repeat what
the Member for Bodden just said, you inherited this.
There is no doubt in anyone’s mind, what or who is
fair and have common sense; that there have been
neople who have been hired and are not qualified. |
would like to use a simple analogy: when you go for
your driver's license, the first thing is that you have to
be 17 and three weeks,

If a post is advertised and it says you need
this and you hire someone, as in the case of the Chief
Officer who did not meet the requirements—the Fire
Chief, sorry, my apologies. The Chief Officer is quali-
fied to be Governor actually; this one. And in another
Ministry a HR that only has a certificate when it is re-
guired for a degree, something is obviously wrong. '

In the contract, three things he was supposed
to have done: a succession plan (not in place yet); job
description {PWC did that). There were three things
that were in his contract that the Ministry has since
had to hire PWC and spent $80,000 of our money
when we have people out there that are hungry and
need help, people losing their homes.

I am asking you, and what the Member for
Bodden Town has said, | too have gotten from the
firemen and their families. They feel that you will be
their only hope, because people that were there be-
fore you, people below you and people above you
have all been tainted in their ways or been touched
and they are worrled about the information that you
will be given to make your decisions. Please see them
all, listen to them all and make your own decisions.
That is the one request that the people are asking.
They have some faith in you, in others, they have
been burnt foo many times.

Every time they are supposed to get a pay
raise for the last five years | have sat in this House
and all we hear is, “it's being looked into, it's being
looked into, it's being looked into”. That is all the fire-
men [hear]; whereas, along the way, everybody else
have gotten a pay raise. How c¢an you be working 30
years, operating a $300,000 piece of equipment, put-
ting your life at risk and not even making $3,000 per
month? That is something to think about. So, how
much will you, personally, be involved In the assess-
ment of these fop officers? And you did say, | do be-
lieve, that from station officers or substation officers,
will all be given a fair chance for an interview and a

shake to apply.

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Yes, that is right.

Hon. Bernie A. Bush: And will things like if an indi-
vidual has taken it upon himself— and | am going fo
guote what the Deputy Governor said in the Cayman
Compass and it was presented on the Floor of this
Parfiament, “Civil Servants who better themselves
academically will be given the chance for ad-
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vancement.” Will these people who have gotten more
gualifications, besides the fraining that the Fire Ser-
vice gave them, and specific to fire service, be given a
fair shake? In other words, they did not get a degree
in turtle farm; they went and got a next degree in fire-
fighting issues. Will those credentials be looked at and
taken into consideration and not being made to be
belittled by the present Chief Fire Officer who seems
to think it is only good if it comes from Serco. Will all of
these other people be given a chance to be given a
shake and be listened to?

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Certainly, my ap-
proach is to make sure that we have the best candi-
dates and select the best candidates for the positons
we have, factoring all variables, whether it is experi-
ence or education, whatever the case may be. That is
part of what is mandated and part of what we have fo
do to ensure that we have the right persons selected
for the future. There is no question in my mind that
that has to be done.

Hon. Bernie A. Bush: Mr. Chairman, through you. On
behalf of a2 lot of people in this country, do not ever
fool yourself, people respect the fire services after
Ivan. Do not feel that people do not love them for what
they did after Ivan, when a lot of the police disap-
peared. | thank you very much Chief Officer.

Thank you Mr. Chairman.

Mr. Christopher S. Saunders: | just have one re-
quest, really. When | look at the hierarchy of the Fire
Department ranks, it starts with recruit, then fireman,
ieading fireman, sub-officer, station officer, division
officer, senior division officer, deputy chief and then
chief. That is the hierarchy from my research.

It is difficult, if you hire somebody who has on-
iy been at the rank of a sub-officer, and you expect
them to train a station officer, you expect them to train
a division officer, you expect them to train a senior
division officer, you expect them to train a deputy chief
and you expect them to train a chief when they have
never held any of those positions. So, this is the kind
of crap that you inherited, that you just basically have
to clean up. And, | am really sorry that you did not
have a better place to start but | can say, like [ said,
the guys that you have dealt with have found you de-
cent and all the interactions that | have had with you,
you have always been decent, polite; always been
professional and if there is anyone that can actually
get this mess cleaned up, | believe it will be you.

It is a bit unfortunate, and what | am about o
say some people may not like, but | am going to say it
anyway. We have a certain individual that have gone,
a kind of mayhem follows behind him and it is just
more stuiff to clean up so, you can read between those
lines. But [ just want to say, for me, thanks very much

for what it is that you are doing, the approach that you
are taking and | really appreciate it.

The Chairman: Yesterday we heard evidence from
the ICTA and the whole OfReg group, and one of the
concerning things that they gave evidence on, was
Hazard Management. Most people hear 911, but
Hazard Management is currently undergoing substan-
tial re-equipment, $6.-something million, | believe, it is,
in new radios and all that sort of stuff, and ICTA said
they basically had not been consulted and, in fact,
they launched a fund under ICTA for replacement of
Hazard Management radios and stuff, because they
realised that the whole framework was somewhat out-
dated, but unfortunately that money got swallowed up
when we created OfReg and there was not a proper
funding in the budget for it.

Is there any particular reason why the exper-
tise in ICTA in terms of communications was not con-
sulted?

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Mr. Chairman, | am
not familiar enough with what happened over the past
few years.

The contract to replace the radio network was
signed, | think it was late last year, but had heen out-
standing for a good number of years. Maybe it was an
issue of, again, this is my opinion, | do not know what
has happened, but the fact that it has been outstand-
ing for so long, that they were not recently consulted
onit.

| do know, since inheriting both HMCI and the
Department of Public Safety Communications, that
there have been some discussions and communica-
ticns with ICTA on a number of joint projects. | do not
know specifics but | do know that they are talking to
each other. :

The Chairman: One of the other things that concerns
us that they raised, is the fact that the whole Hazard
Management communications require a certain num-
ber of licenses from the ICTA under the ICTA Law and
it did not appear that that section of the ICTA Law was
being complied with by government, so you may wani
to look into that aspect of it as well. This was one of
the contracts that were single source provider, was it?

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Nof to my
knowledge. If | can recall correctly, | did see some of
the early paper work from previous . . . there was an
extensive process that was undertaken through CTC
a few years ago, which identified a number of provid-
ers. There was then a change in approach, and based
on the submissions, only one candidate emerged but
it had been based on an open competitive process to
my knowledge.
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The Chairman: Okay. But even when the single can-
didate emerged, for some reasen, the local agent pro-
vider was completely ignored and eliminated from the
process. Do you know whether that was a financial
thing, otherwise, they did not want to pay their cost-
ing?

Dr. Dax Basdeo, Chief Officer, Ministry of Finan-
cial Services and Home Affairs: Mr. Chairman, | do
not know the answers. Again, | was not involved in the
process at that point in time.

The Chairman: There is consideration of some kind-

of upgrade to the CCTV cameras for crime. Is that
being handled as a single source provider of an up-
grade on the current system which seems, by reports
that we get from the police, as to have been hopeless-
ly inadequate and never went even close to delivering
the kind of clarity and photography that was ex-
pected?

Dr. Dax Basdeo, Chief Cfficer, Ministry of Finan-
cial Services and Home Affairs: To my knowledge,
we have a sufficient budget this year to address the
CCTV network. | do know that there were some con-
cerns with poor guality of cameras in the past, and the
ones that they are procuring naw, 1 think, are a lot bet-
ter and that is no longer an issue. Again, not being as
intimately involved in that process, | do know that all
of my departments have been engaged with the Cen-
tral Procurement Office to make sure that they are
following the right procedures when it comes to the
new Law, in particular. | can investigate further, but |
have confidence that they are doing things the right
way.

~ The Chairman: There is nothing wrong with single-

source procurement, as long as it is handled correctly
within the procurement process. | guess the Public
Accounts Committee’s concern is that this was the
company that won the bid the last time, and many of
the competitors claimed at the time, that they did not
bid on the same quality of cameras, and that govern-
ment was going to find themselves exactly in the posi-
tion that itis in.

One would hope that having worked with a
company for a number of years and the service is
such that, | guess, to put it deplorable is not too strong
a word. For instance, the accident that happened in
my constituency a couple weekends ago is less than
200 feet from one of these cameras but yet the police
are out appealing for eyewitnesses. The only assump-
tion that we can make is that the cameras were not
working because if the cameras were working it would
be looking at a red car, you should be able to see a
red car on the camera.

I guess our concern is we are making sure
that we do not get in the same position that this whole
thing was orchestrated in the very beginning by un-

derbidding other people to produce a lesser than re-
quired product, because it would be able to negotiate
the upgrades under some other scenario. | am just
giving you that warning because we will be looking
very closely at it when it comes here.

Mr. Christopher S. Saunders: Sorry, forgive me. If
memory serves me right, we spent $5 million on those
cameras, and again, they are basically—

Hon. Bernie A. Bush: Of no use.

Mr. Christopher S, Saunders: | will tell you what, Dr.
Basdeo—you can save me the trouble of filing a par-
liamentary guestion from now, to get an update on
what happened to that $5 million worth of cameras
because, like | said, major mayhem; wherever some
people go, certain things follow.

Anyway, | just want to say on behalf of my
people, thanks for what it is youre doing; like | said,
decent, polite, and professional. | appreciate the fact
that if you did not know, you said that you did not
know as opposed to some people who prefer to come
down here and just outright lie, so | am very apprecia-
tive of that. It is well because if you don't know, you
don't know and we can live with that. We do not ex-
pect everyone fo know all the moving parts in their
Ministry. -

The Chairman: “l do not know if it is the truth” is a
legitimate answer.

Mr. Christopher 8. Saunders: Well, silence can be
misrepresented but never misquoted.

Dr. Basdeo, thank you very much for taking
the time and keep up the good work and if there is
anything that any of us inside here can ever do to
help, just know that we are on the same team. Thank

you.

The Chairman: Thank you, sir and your get out of jail
free card has been issued.
We will adjourn for lunch and we will come

back at 2:00 pm, so you can please get a message to
Ms. Gloria to come.

Proceedings suspended at 12:40 pm
Proceedings resumed at 2:20 pm

The Chairman: Good afternoon, let the record show
that we have a quorum present for the Committee and
| would like to call the Committee o order and ask the
person to bring in the next witness, Mrs. Gloria
Mcfield-Nixon.

ADMINISTRATION OF OATH
OR AFFIRMATION
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Mrs, Gloria Mcfield-Nixon, Chief Officer, Portfolio
of the Civil Service: | swear by the Almighty God that
the evidence | shall give to this honourable Legislative
Assembly shall be the truth, the whole truth and noth-
ing but the truth.

PORTFOLIO OF THE CiVIL SERVICE

The Chairman: Good afternoon Miss . . . you don't
mind if we call you Miss Gloria? Or do you want the
fuil title of Gloria Mcfield-Nixon?

{No audible reply{

The Chairman: Thanks for coming. We understand
that you are busy but today we are dealing with the
Government's use of consultants and temporary staff
as reported by the Office of the Auditor General. Main-
ly, what we want to talk to you about is the use of
temporary staff. We have some questions about the
amount and maybe we could start off by you tslling
the Committee under what authority do the various
entifies in government hire temporary staff, Are there
established processes that they need to go through,
or, is it left up to them and do they involve your entity,
the Portfolio of the Civil Service, for guidance or assis-
tance in recruiting the temporary staff?

Mrs. Gloria Mcfield-Nixon, Chief Officer, Portiolio
of the Civil Service: Thank you, Mr. Chairman.

Gloria Mcfield-Nixon, Chief Officer for the
Portfolio of the Civil Service. Thank you for the gues-
tion.

Mr. Chairman, | would like to say that the
temporary staff referred to in this repoit refer to staff
that have been procured or hired from private sector
companies. That is distinct and apart from what our
Public Service Management Law allows in terms of
persons’ ability to make temporary emergency hires
as it were, without open competition; the ability for us
to be able to hire returning graduates without open
competition and the ability to make longer term emer-
gency hires without open competition.

The Public Service Management Law, which
is our employment legislation for the civil service con-
templates and allows persons to be able to be ap-
pointed without going through the normal recruitment
processes, and the cheques and balances that are in
place there is that those hires require the approval of
the Deputy Governor.

The Deputy Governor realises that that is a
significant discretion and so he retains that authority
with the exception of our summer interns program. In
that case, to encourage the take up of young persons,
particularly during the holiday periods of summer and
Christmas, the Deputy Governor will delegate his au-
thority to appointing officers to be able to directly hire
student interns over the period, but for all other pro-
cesses he retains that authority himself.

We do facilitate a number of persons being
hired, typicalty on a temporary basis of three or fewer
months, where cases arise for vacancies that may
come about and need to be urgently filled. The num-
bers that | have here is that in 2012/2013 the Deputy
Governor facilitated 29 such approvals; in 2013/2014
41; in 2014/2015 49; in 2015/2016, 62 such approvals
were given. So this demonstrates that within our pro-
cesses there is the ability to hire someone if an urgent
need arises and we need t{o be able to fill a position
quickly and temperarily.

The Chairman: These temporary hires we are talking
about here, are, like you said, people they hire from
temp agencies for government. Well, some of us on
the Committee are of the view that maybe it would be
more effective if government had a pool of people
employed permanently, who provided this temporary
relief to these agencies, as opposed to going out and
paying the high rates that some of these temporary
agencies charge, when they are paying the Caymani-
ans that they have employed, in some instances, less
than 25 or 30 per cent of what government is paying
them for the person per hour.

Has any consideration been glven to that kind
of arrangement, where you would have people that
were employed fulltime, for instance, maybe in your
portfolio, who other entitfes in government could call
on when they speak of demand, like for instance, sec-
retarial staff? One of the agencies we understand that
does a lot of this is the DPP. They hire secretaries fo
help type up couit cases and that sort of stuff. But
even there, we have repoerts that some of their tempo-
rary staff is there for much longer than.three months
and they usually have . . . well, the last time | checked
on it they had like three or four of these temps, some
of which had been there a year or six months et
cetera. And Caymanians who were sent there by the
temp agencies tried to get, in particular the DPP, fo
hire them full time in one of the temp slots but they
were unsuccessful, although the DPP was quite hap-
py with the performance of the Caymanian as a temp
from one of the agencies.

Mrs. Gloria Mcfield-Nixon, Chief Officer, Portfolio
of the Civil Service: Mr. Chairman, there are a num-
ber of ways in which that type of arrangement could
work. It could work, as you suggested, where we keep
on our payroll, persons who are essentially floaters
and would be going to other departments when need-
ed.

As you are aware, that has not been our prac-
tice but it does not mean that we do not share re-
sources where there is the ability to do so. For exam-
ple, for HR, if there is a particular need in a depart-
ment and someohe has gone off on study leave or is
on maternity leave or sick leave, it is our practice to
either provide cover from our offices within the Porifo-
lio of the Civil Service or to loan a person out on a
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form of secondment to cover that. So, where we have
those existing resources within, it is possible and it is
routinely done, that we would share those services to
cover on behalf of someone else or where a depart-
ment goes through particular peaks and valleys. The
Department of Education has particular peaks with its
recruitment; not every year, but in some years they
would ask us to assist and we would do that.

In some of the Departments that you have
mentioned, for example, the DPP or the Portfolio of
Legal Affairs, they will sometimes have need for
Crown Counsel and they will be aware of persons who
have done work with them previously who are availa-
ble for short term and that is another way that they are
able to have appointments without open competition.
But in all those circumstances, it requires that you ei-
ther, have internally, you have identified persons who
have those skillsets and who can assist or you know
of someone externally that can be quickly appointed.
Other examples of that might be in Planning, where
they would sometimes need an inspector and they
would call upon persons, many times who are retired,
to come back in and assist them.

We think that our retirees are a good pool of
persons that we might be able to call upon and we
have had informal discussions with our pensions
board and our Civil Service Association about ways
that we might be able to use persons who are known
to us, and more importantly, who are familiar with our
government services. You can appreciate when you
bring someone in who is unfamiliar there is a learning
curve and if it is a short term hire, that learning curve
could last the entire stint of their contract, so we be-
lieve that there are certain benefits there. But that is
all premised on whether we have those same skillsets
available.

Sometimes the skills that are needed are not
in abundance or present within our Civil Service and
going outside is necessary. Now, whether depart-
ments choose to source those skills from a temp
agency or whether they were to call, for example, on
the NWDA [National Workforce Development Agency]
o see who might be available there, becomes a man-
agement decision. But there are many avenues for
being able to fill a positon through emergency ap-
pointments, and that can be done through the Public
Service Management Law, in which case persons ap-
pear to us on our payroll, or the route that you have
covered in this audit, which is when they are contract-
ed from these recruitment agencies, in which case,
they are not really visible to us because they are not
civil servants during that timeframe.

The Chairman: Do you think that this is a way that
certain agencies could avoid the recruitment freeze,
where they could not get post-certified by the Portfolio
of the Civil Service or the Deputy Governor, but they
could get in temporary staff; they could get the same
thing and it just would be more expensive?

Mrs. Gloria Mcfield-Nixon, Chief Officer, Portfolio
of the Givil Service: That is a very good point and
what 1 would say is that, the moratorium has been
gradually being eased until we pretty much reversed
many of the austerity measures that were in place as
of April 2017. But even prior to that, the way that the
moratorium operated for many years was not a freeze
on recruitment. What we did was o vet your request
to make sure that you had the funding in place, but if
you had already gone through all of the procedures of
putting forward a budget and having that approved by
Cabinet and this Legislative Assembly, then, those
were in the main automatically approved.

So, in going through the moratorium process it
was not preventing you from filling positions that you
had managed to have approved in your budget pro-
cess, but there were sometimes where departments
may not have had positions approved, but they had
savings or professional fees, and so in those cases
they may have sought to bring in additional people to
work through those means. We have tried to be more
flexible and there are a number of examples of people
who have now come in fo government who are not
against an approved position per se, but where'we are
comfortable that they will stay within their appropria-
tions,

So, there have been works happening. Envi-
ronmental Health is a Department that comes to mind,
where they got project funding, but that funding was
not itemised down to “this many head count”, but it is
still within the overall project funds or, in some cases,
where we are able to bring people in and the funding
for that arrangement is through service level agree-
ments with SAGCs [Statutory Authorities and Gov-
ernment-owned Companies] but they fall under our
management structure. That is the example of some
of our project managers for Major Projects Office. So,
we are trying to better understand the business reali-
ties that face our depariments and, as HR, facilitate
those, so that they are able to, wherever they need to
hire persons, they are doing so in a way that is cost-
effective and also is giving them access fo the exper-
tise that they need.

The Chairman: Do you believe that any of these
might have been attempis by the agencies who are
using these temporary hires to fill vacancies for estab-
lished posts but, because they did not want to abide
by the process of competitive hiring, they could actual-
ly pick the person that they wanted, send them
through a temporary agency and get them in the office
in an established position, oftentimes the possibility
exists, that they would also be reducing employment
opportunities for Caymanians?

Mrs. Gloria Mcfield-Nixon, Chief Officer, Portfolio
of the Civil Service: Mr. Chairman, that is a very
specific scenario you have painted. Again, because
these individuals are not visible to us and they are not
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coming through our payroll systems, we would not
have the same wherewithal fo identify the type of mis-
chief that you are suggesting. They are not a part of
our HR framework because they are procuring them
the way they would other services. So, | could not say.

The Chairman: Okay. Can | encourage you to look at
some of these entities where you know vacancies
have occurred and that they may be making that at-
tempt to get the person of their choice by bringing
them into a temporary agency, as opposed to going
through the recruiting services which give Caymani-
ans the opportunity to compete?
Are there any other guestions?

pr. Austin O. Harris, Jr.: Yes, Mr. Chairman.

Through you Mr. Chairman, and again, | am
grateful to Miss Gloria for answering the guestion in
terms of giving an idea of the circumstances why tem-
porary staff and consultants are from time to time re-
quired in the Public Service. | think you are well justi-
fied in stating that, whether it be the size of the Public
Service or the population base, we simply do not have
access to the kind of expertise, opinion or guidance
that may sometimes be required in government. We
look over the last five years, 2012-2017, we sought
advice on health care systems, whether it was good or
bad; we sought advice on waste management sys-
tems; we sought advice on bringing financial state-
ments up-{o-date and more current.

| think the question that the Chairman asked
at the very beginning, is the pertinent one that still re-
quires an answer, as it relates to what is the process
involved in deciding on bringing in, whether it be fem-
porary staff or consultants, because in the absence of
that process, | think it opens the door for the 23 con-
sultants that the Auditor General's Office reviewed
being opened to speculation or mischief, because
there has been a lack of process. If | could expand on
what | mean, according o the Auditor General's Re-
port, of the 23 consulting contracts maintained be-
tween 2012 and 2017, just 6 of those were found fo
have a business case or a justification for why they
were needed; 17 did not, accounting for some $12.2
million. Eight of those 23 contracts were considered
sole source bids, presumably suggesting that there
were no other companies deemed capable of provid-
ing this guidance, and a further, | think, it was 7 of the
23, were only subjected to lawyer scrutiny; that is, of
course, looking at the business cases that were pro-
vided.

| think the absence of these key aspects of
governance and process to ensure both accountability
and value for money were missing, and | think that
was what jumped out at me most predominantly in the
Auditor General's Report. | wonder if you could ex-
plain whether or not these were things that are re-
quired, and/or if they are, why were they not applied in

the overall 23 contracts that the Auditor General's Of-
fice reviewed between 2012 and 2017.

Mrs. Gloria Mcfield-Nixon, Chief Officer, Porifolio
of the Civil Service: Through you, Mr. Chairman, and
| thank the Member for that question.

[ want to be really clear about the types of
contracts that | am speaking to, because those are the
contracts for temporary hires which the Auditor Gen-
eraf's Office, in their report, have broken out as a sub-
category of other types of procurement contracts.
Generally for procurement, and | am sure a number of
persons have spoken to this, the Government has
made significant strides to improve its procurement
practices, including the very first threshold to be met,
which is the justification of whether or not this particu-
lar work needs to be done through external sources,
and you have alluded to some of the reasons why. But
when you are getting down to the temporary staff, that
is a different sum, as | have undersiood from the re-
port. What | understood that the Auditor General's
Office has said about the use of temporary staff is
that, over the five year period, government spent
around $3.6 million on hiring temporary staff, mostly
from local recruitment services; just citing Page 33 of
the report, and if | have misunderstood that, | wel-
come that clarification.

So, in terms of the mischief of the recruitment
firms that may be being accessed or other places of
procuring persons through consultancy contracts, ra-
ther than going through normal hiring practices, we
are talking about a much smaller subset, and when
you put that within the context of government's total
expenditure, what we are seeing is that this truly is the
exception and not the general rule. We have had a
practice out of necessity, of compliance. And so,
whenever we have seen the anomalies arise, our ten-
dency, centrally, has been that we would adopt a poli-
cy and apply that across every agency equally, and in.
this case, what we are seeing is that most persons
avail themselves of normal ways contemplated in our
Public Service Management Law, for filling temporary
positions.

There is a relatively very small number that
we are talking about here and fairly concentrated of
where agencies have gone outside of our normal re-
cruitment processes to get temporary staff and they
have said that those are primarily focused on three
recruitment agencies that have been used. So, that
gives us a way fo be able, fo the Chairman’s earlier
point about investigating this, to see if there are some
steps that might have been missed or some scrutiny
that may need fo be paid to why it is that these agen-
cies are choosing to go that route to fill their tempo-
rary positions. But it is a very small percentage of the
expenditure that was being reviewed in this repon,
and | think that is in large part because our Law does
allow for temporary hires and it has the highest level
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of scrutiny, being that of the Deputy Governor, in
terms of the approval that is needed.

Mr. Austin O. Harris, Jr.: Yes.
| think also, when we consider the timeline,
2012-2017, how guickly we forget the several years of
austerity that this Government went under when we
were in deficit spending, there is some room to specu-
late that perhaps agencies saw this as a means of
sidestepping the hiring freeze, But certainly, | think the
end product is what is important that we view, that
obviously, the Government got back on ftrack, bal-
anced the books and, for lack of a better word, most
of the agencies are hack on irack and that was justi-
fied at the start of this year's Public Accounts Commit-
tee hearings, with awards going out to various de-
partments, so clearly it worked.
What | am curious about, likewise to the
Chairman’s point, is $3.6 million in temporary staff
from 2012 to 2017; whilst it was a period of austerity,
it was also recognised the highest period of local un-
employment. We made use of three particular re-
cruitment agencies in hiring these temporary staff, so |
. guess the question that, again pops into mind is, what
" were the services perhaps that government was buy-
ing, that were not readily available in the tocal work
force?

Mrs. Gloria Mcfield-Nixon, Chief Officer, Portfolio
of the Civil Service: Mr. Chairman, through you. !
could not speak definitively to what these contracts
were for, ! can tell you that, in the positions that are
visible fo me, | know, for example, we had at our front
desk for a period of time, somebody who had been

sourced through (and when | say our front desk, Gov- .

ernment Administration Offices) a local recruitment
firm. What | can tell you is that that individual was also
Caymanian and what | can also say is that person had
been regularised through our normal recruitment pro-
cesses to come on board as a civil servant. So, not all
of these contracts would necessarily have been
awarded to persons who were not Caymanian. So, it
may very well be that even through these means, we
may have been addressing unemployment amongst
Caymanians within our community.

As they are not showing up in payroll, | do not
have visibility of the details that go behind the num-
bers that have been reported by the Auditor General, |
would certainly welcome having that information in
order to look at, whether there is something here that |
think is more suspect, but it is clear that this is not
widespread. And, | know there have besn some con-
cerns about why it might be increasing, and | think, in
looking at our own headcount numbers, this would
have mirrored the demand for fabour within the civif
service generally, so our own headcount would have
gone up in 2015/2016 and again in 2016/2017.

Is this something that we need to look at? Ab-
solutely! But | think we have already paid a significant

amount of time and attention. Legislation has been put
into improving procurement generally, and we are
making a conscious effort within HR, to be business
facilitators and not to create another policy simply for
the sake of “there may be a handful of persons who
are not making sound business decisions.” It may be
that the better outcome for the civil service is to come
alongside those individuals than to penalise the vast
majority who seem to be able to fulfil their business
needs using a Public Service Management Law. And
even where we have individuals who have gone out-
side of that, as the example | ilustrated shows, they
then may, like in the case of our own facilities man-
agement, avail themselves of regularising that, so that
it truly is a temporary situation.

i would like us fo be able to do what the
Chairman suggested, which is to answer the question,
because | think this is what happens why persons
may not always avail themselves of the ability to make
a temporary hire without open competition. | think it is
because they may not know who has that skillset. So,
if we can work with various groups, including our retir-
ees, to have a better catalogue of the types of skilis

that exist, so that, similar o what happens with a sup-

ply teacher, if you have a vacancy that cropped up on
short notice, you have a group of people that you
know have the skillsets and you can call upon them. |
think that we can have greater impact by working with
others such as our Public Service Pensions Board
and our Civil Service Association to close that loop.
There are cthers who have common purposes
or missions in terms of the things that they do within
our community, so we believe that collaboration wouid

help us to fill that gap and allow persons to have ac-

cess fo a list of people who have various skillset so
that they can come through the normat recruitment
processes. That should decrease demand for having
to go to a temp agency to provide you with that similar
type of database.

Mr. Austin O. Harris, Jr.: Just one final question,
Miss Gleria, and | thank you very much for the stated
point that much progress has been made at address-
ing the processes that may have been identified by
the Auditor General's Office as being missing.

Specific to the $3.6 million that was spent on
temporary staff, the Auditor General noted, | think,
three things also:

1. That the Government does not hold sufficient
information on how long temporary staff are
engaged.

2. The Government lacks the appropriate guid-
ance to ensure that temporary staff are ap-
pointed appropriately.

3. The Government has no formal mechanism
for managing temporary staff.

Are these areas that you agree or disagree
with? And if you agree, have these areas been reme-
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died in one of the many improvements that have hap-
pened in the last five years?

Mrs. Gloria Mcfield-Nixon, Chief Officer, Portfolio
of the Civil Service: The Auditor General's com-
ments about temporary staff, again, are relating to the
ones that are hired through these types of recruitment
agencies. To be perfectly clear, we retain detailed

records about persons that are appeinted by the Dep- -

uty Governor on a femporary basis, who employs
them, how long they stay, and if they go inta a perma-
nent or longer term contract, the means by which they
do so.

Where a department, through accounts paya-
ble, enters into a contract with a firm to bring someone
in, they are going to get caught up in the overall re-
gime for procurement. The way that any expenditure
is made is going to have full transparency in terms of
our reporting. What | can say is that there are already
a number of solutions, because this falls within a cat-
egory of procurement and procurement has been im-
proved.

As it relates specifically to what HR is doing
about that, we will no doubt be gathering again very
socn to talk about workforce planning, and | think it is
through that means that we will come alongside de-
partments to better contemplate the demand they
have for labour generally, and how they are going to
source that, and where we have identified the com-
monality of need because we are not going to have
every skillset that is going to be available within the
civil service for sharing, or potentially even, amongst
those persons who have already retired from us. We
may have to go outside of our civil service family to
identify those skills and we then need to see what we
are doing to attract those types of skills to the civil
service, so that we have access to it.

Now, where this is truly temporary, sometimes
the type of mischief that we have experienced in the
past was staffing up permanently for what were tem-
porary spikes, and so, | would be very cautious about
telling people that there is only one avenue to the way
that a vacancy is filled. When we have had paiticular
capital projects on, and we needed to bring in certain
skills, we may have recruited in such a way as to con-
template that that type of intensive capital work was
always going to be ongoing and then government no
longer had the same demand for what, in some cases,
could be very specialised skills. So, we just want to
make sure that what we are doing makes business
sense to your point about what is the justification for
doing it the way that we have.

In the Auditor General's report, it does men-
tion that if some of the entities by going to outside
firms, the cost to the entity may actually have been
less than if they had to pay overtime to an existing
staff member. So, | think that, again, getfing to the
nature of the mischief, there is, on the face of it, some
justification for how these services have been pro-

cured. But the fact that we do not have more infor-
mation, to the Auditor General's point, suggests that
there is also the opportunity that rules may have been
evaded and that value for money may not have been
achieved, and | think that is the role of leaders, to be
scrutinising the way that budgets are being accessed.
If this is going to be a longer term need, and | have
heard reference to the fact that some contracts may
look and feel like these are tenured staff, then those
are the situations we would really expect workforce
planning to address and persons should be able to be
recruited to fill that through normal means, so we are
going to want to look very closely at that.

The improvements that have been made in
our procurement, of which, this is a form albeit a very
small percentage of government's fotal procurement,
those rules will aufomatically apply to this as weli in
terms of the justification that has to be made before
we incur that type of expenditure. And working from
the other side, in terms of the HR response, we want
to get better at coming alongside departments fo help
them articulate and contemplate what their labour
demands are going to be in order to fulfil their strate-
gic ‘plans and business plans and helping them to
think more long-term about how they are going fo fill it,
and making sure that our rules, procedures, and iaws
provide sufficient flexibility to do that, so that people
do not feel forced to do ridiculous things.

The Chairman: | noticed that you keep referring to
the Procurement Law. Are you confident that the Civil
Service understands that there are aspects of the
Procurement Law that actually apply fo HR hiring?
Because that is not the impression that we get in talk-
ing to them; they think that it is more for services and
capital stuff and hard goods and not necessarily apply
at alf to personnel.

Mrs. Gloria Mcfield-Nixon, Chief Officer, Portfolio
of the Civil Service: Well, again, | know that training
has been intense and ongoing over the last several
weeks, but where they are sighing contracts for these
persons and they are not employment contracts, then,
that hopefully provides some distinction to them. They
are more than likely accessing this through their pro-
fessional fees; that should be another indicaticn to
them that it is a form of consultancy that they are un-
dertaking. So, the fraining is ongoing. | think it may
have been focused initially on high-level senior staff in
terms of persons with financial responsibilities, but it
will continue to make sure that the ranking file under-
stands the Law and the obligations under the Law.

I think that that already contemplates signifi-
cant improvements, and | just want to make sure that
we give that an opportunity to work and be assessed
before we potentially add mere bureaucracy to the
process, Training is a big part of this, but there are
some reporting requirements that are part and parcel
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of our Procurement Law that, if they do not know it
applies, they will know shorfly.

The Chairman: The other thing we ran into, this
morning actually, is that, | was a little bit taken aback
that the Procurement Law was passed in December
2016 and the Civil Service only seems fo be gearing
up to do training after the Law has become effective
on the first of May. | think it is fair to assume, that the
normal period between when the Legislature passes a
[Bill] and the Governor signs the Vellum copy, until
Cabinet issues a notice that the Law is into effect, that
that period of time is used specifically to prepare for
the implementation of the Law.

The evidence that we are getting now is that
nobody has really done a lot in terms of preparation
for the Procurement Law, until after the Gazette notice
says it became effective the 1% of May this year.

Mrs. Gloria Mcfield-Nixon, Chief Officer, Portfolio
of the Civil Service: Mr. Chairman, what | would say
is that the overarching Law had been passed, to your
point, some time ago, but the regulations were final-
.. ised more recently. So, persons would have been
made aware, even as part of the development of the
Law, they would have been consulted and there would
have heen sessions to explain how the Law was in-
tended to work, but those would be broad strokes.
The regulations is the day to day that really puts out
the specific procedural requirements and how you are
meant to fulfil the obligations that the Law creates
and, because that was more recently passed and, my
apologies, | do not have those dates with me, it has
meant that there has been a second round of fraining.

Every day we have new staff that joins the civ-
it service and we do not expect that on something as
significant as procurement, our training will ever stop;
it is meant to be ongoing, so that persons coming into
the civil service continue to be apprised of what their
obligations are, so that they have the knowledge they
need to fulfil it.

Mr. Christopher S. Saunders: When ! look at $3.6
milion over five years, it is $720,000 per year,
$60,000 per month, $15,000 per week and $3,000 per
day. And when | look at it, that is $120,000 per year at
the average cost of roughly $40,000 per employee,
depending, and that is about 18 full time employees.
In the grand scheme of government total expendi-
tures, Mr. Chairman, $720,000 out of, between $200
mition and $300 million a year in staff costs, is not
even one per cent, it is not even half of a per cent, but
when I lock at it in terms of people, that is 18 positions
or thereabouts, depending on the average cost, and
$3,000 per day.

Going back to my colleague from Prospect,
the only thing | would just like to understand, if we are
going to spend $3,000 a day is that that is spent on
Caymanians because my issue is, and | am going to

tell you straight up, | have a fundamental problem with
some of those temp agencies and that is something
that 1 got from my time sitting on the Business Staffing
Plan Board.

A lot of those agencies . . . | would not say a
fot but some of them are known to not push Caymani-
ans in the right place, so | just need to make sure from
a comfort level standpoint. Ultimately, | do recognise
that under the Public Service Management Law, the
chief officers for the different areas have a lot of re-
sponsibilities for those areas. And it would be kind of
unfair for us to ask Mrs. Nixon the activities in other
Ministries when those chief officers, just like her, have
prefty much the same amount of authority and re-
sponsibility to do what they want in their Ministry.

What | would like is at least a commitment, or
an endeavour of the Government, to make sure that at
the end of the day that: 1) the agencies that they are
using are not the ones that Immigration know have
been abusing the system; and 2) at a minimum, that
they are Gaymanians.

We saw, from last week, when the Portfolio of
Legal Affairs came here, that we are doing husiness

“with people who are basically suing the Government,

and the last thing that we want now is fo be going
around giving work to temp agencies that are not do-
ing right by Caymanians who are actually looking work
too. | believe that they are also part of the problem
why we have some of the employment issues that we
have, because of the way in which it is set up.

So, in all of that Mr. Chairman, through you to
the witness: The commitment to ensure that the peo-
ple who are hired, granted that it is a small amount,
and it may look insignificant in the grand scheme of

- things, but'$3,000 per day or 18 full time staff a year,

that is a lot for a person right now who is actually lis-
tening and may be looking for a job. At a minimum, it
is at ieast a Caymanian. | have never been a fan of
big policies to create more bureaucracy and one size
fits all rules, but | would expect as a policy, coming out
of POCS [Portfolio of the Civil Service], is that at a
minimum, it is Caymanians that are given the first task
in terms of who we are spending this money on.
Thanks.

The Chairman: Any other questions?
Mr. Bush?
Thank you very much . .. oh, you have one

more?

Mr. Christopher S. Saunders: | just wanted to just
use this opportunity to also thank Mrs. Nixon and her
team.

| know they have been doing a lot of stuff and
| think, again, as we said to the other withesses, that
the group we have here today are some of the people
who are actually doing things right. The group last
week were the ones who were, just to put things in
context but, we do not want the public to believe . . .
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because sometimes | have heard people use the term
“consultants for this and consultants for that”. Some
consultants are necessary; some, naturally, are not
but there is a negative connotation that comes with
the term, and the one thing that | would want to take
away from this is that if we are going to be spending
$34.5 million or roughly $35 million over five years,
which is $7 million per year, it highlights the im-
portance for the civil service that is supposed to be
providing the technocratic expertise. If we are going to
invest $7 million a year in external consultants, | be-
lieve taking a fraction of that to develop our own peo-
ple, would actually serve the public much better.

Now, if it is medical it is a different thing to
specialise and it is something we will expect, some
level of specialisation, but $7 million a year, over the
last five years for consultants, says that we are still
tacking some level of expertise within the civil service
and that is not an average | expect to see continuing.
So, if it means that we need to spend more on training
and development, so be it. But $7 million, | can tell
you, it is very hard for us as legislators to sell that to
the public and we cannot selt what we cannot buy. So,
at a minimum, { would prefer to see that number drop
to $2 million or $3 million and it goes into training and
development of staff within the civil service. That, |
think, would be a much better approach.

Some; | do recognise, is external, such as the
Ministry of Financial Services and also Tourism; we
can live with that. But, at the same time, if we can de-
velop our own people and have those in offices over-
seas, if this is going to be ongoing, then, it is worth us
investing in our people to do that kind of job that we
will be going out to buy people for. Because we will
always be marketing in the Cayman Islands, so if we
know that we are going to be marketing, invest in
marketers. If we know that we are going to be selling
financial services, invest in those peaple. But we are
not locking into the next 10, 15, 20 years fo be using
the same consultants to do something that we know
we are going to need year in and year out. With that, |
would just like to have that take away in terms of frain-
ing and development as opposed to investing.

So, it is not okay for tourism to come and say,
Yeah, we are going to spend this much money be-
cause we need this when we can have the expertise
in-house because we know we are going to need it.
Thanks,

The Chairman: Thank you very much, Miss Gloria,
and keep up the good work. Hopefully you will be
back. The next time you come back you will come
back to get another certificate of good standing.
Thank you very much.

Mrs. Gloria Mcfield-Nixon, Chief Officer, Porifolio
of the Civil Service: Thank you, Mr. Chairman, and
thank you to members of the Committee.

[Short pause]
HURLEY'S MEDIA LTD— (Cont’d)

The Chairman: Mr. Merren, thank you for coming
back, sir. We have a couple more questions for you. |
want to remind you that you are still under oath having
swomn-in yesterday. | do not think that it is necessary
to re-swear you today. | do not think that being on a
double oath can make you any more truthful than you
were yesterday. We have just a couple of questions
and then you will be free to go.
Mr. Chris.

Mr, Christopher 8. Saunders: Mr. Merren, first of all
| have to apologise for bringing you back down here.
One of the issues that was a parliamentary question
of mine in the last sitting of the LA was concerning the
telecom providers; those who have broadcast licence
and what it is with regards to the obligations fo the
public in terms of free TV and everything over the air.

| understand from the response given, that
that is an avenue no one would be looking at because
of changes in technology and everything else, but |
am mindful of World Cup Football coming up and it is
a big thing for many of my constituents and | am sure
it is the same for other Members and their constitu-
ents. -

Hon. Bernie A. Bush: Those of us in the rural areas.
WMr. Austin O. Harris, Jr.: Quite right.

Mr. Christopher S. Saunders: Those of us in the
rural areas Jchuckle].

| understand from media releases that the en-
tity that has the rights to the World Cup football has
worked out some arrangement with the other provid-
ers to have those five games, at least | think the open-
ing, the two semi-finals and the finals, plus the third
place would be the five games, three. The question is;
With Werld Cup looking to start (is it the next two
months, July | believe or June?), where exactly are we
in terms of preparing the public for that in getting
World Cup Football to members of the public?

Mr. Randy Merren, Managing Direcior, Hurley's
Media Ltd.: Mr. Chairman, as it stands today, the
Free-to-air rights for the Cayman Islands was award-
ed to Logic. | have no idea how they are going to pro-
vide those. My understanding is that they are going to
create two channels on their cable system, so if you
want to watch those games, | think it is only four that
they are actually making available through free-to-air,
I do not know that they actuaily even have a free-to-air
channel. So, if you want to watch the World Cup in the
Cayman Islands, you are going to have to subscribe
to Logic. | brought this up to the regulator on more
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than one occasion and made them aware of the situa-
tion because it is more than just this one case.

Hurley's TV was licensed a free-to-air channel
that we bought from the same company, Logic, back
in 2015. Before they granted my licence, they were
very specific as to what we had to do that would be
considered "local content” and “free-to-air" and what
our obligations were. We have basically done all that
we can as far as that; | think the only thing in the Ii-
cence that we just cannot afford to do is local news on
weekends, but we do four hours of content, some
nights, five hours of content per night.

Logic does not do any of that and | think this
is the only rights that they have actually acquired
since we have bought the TV station from them. |
think the regulator should have stepped in on that to
say, If you are going to do the free-to-air rights, you
are going fo start acquiring content, you need fo have
the same licence and make the same obligations as
Hurley’s TV. We are required to produce X amount of
focal content and do all this other stuff, but if they can
just knit-pick and basically pick the content that they
want, and it is being done so they will drive subscrib-
ers to their cable system when it should be available
free-to-air to the massés, | think that is absolutely

wrong.

The Chairman: In other words, you are telling us that
the free football is going to be like free government
TV? It is free if you pay Logic their monthly subscrip-
tion but if you do not pay Logic their monthly subscrip-
tion, then you do not get it?

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: Mr. Chairman, | think that is exactly . . .
" you have hit the nail on the head.

The Chairman: Some time ago the ICTA said they
were doing consultations on a definition of local con-
tent. | do not know why that was necessary but | think
they said that they were doing some kind of survey to
find out what the people meant by local content. As |
understood it, when the TV licence was granted when
we were in the government way back in the 90s, there
was a requirement that you had to have at least one
over the air free channel and you had to have basical-
ly 24/7 or local content on that channel. Has that been
changed in, for instance, like you all that have now
gotten a more recent licence?

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: | think their approach on ‘that has
changed. They did a consultation, | think it was in
2014, and they asked for input on local TV and free
TV and in that consultation they asked what local TV
should consist of: should every provider of a subscrip-
tion TV licensee be required to have their own free-to-
air station. My input on that was 'no’, because this
market cannot support four or five, or how many TV

stations that would be. We need to worry more about
quality, and | proposed that it was one free-to-air TV
station, maybe even two, and it had to be subsidised
by the licensees paying a subscription fee because
they had an obligation to do local content, make this
free-to-air channel available in all our licences.

They seemed like they went down the path
doing that when they gave us our licence to Hurley's
TV and they were going there, but they have fallen
short of that. You know, we have some cable TV op-
erators that do not have any local content on their
channels or they do not even offer that. So, they did
define what local content had to be in our licence. Ba-
sically, public content would have fo be 6 per cent lo-
cal news, 25 per cent local arts and culture, 50 per
cent local education and stuff like that. So, they went
out and they said, This is whaf you have to do as far
as what is considered local confent, They went as far
as to say we had to have four hours of public content
per day and at least two hours per day of that content
must be first time; in other words, made each day, not
just made once and put in a loop. So once again, |
think | am going to blame the regulator here. | think
they have lost sight of what free-to-air should be. It
was done so that the peopte in the rural areas . . . not
everybody here can afford subscription TV, and that
was there to ensure that those people had some sort
of TV. - -

Now, | think what they have done was to strip
that out of the cable TV providers and they are no
longer required to do that or even play it, and now the
burden falls an me, so | fund it

The Chairman: It would not be outside of the norm for
the regulator, to say to-the other providers, just like
how they have to pay subscriptions or whatever you
call it, or royalties to HBO or Cinemayx, to say to Cay-
man 27, You need fo carry local content. And you
need to talk to Cayman 27 about what kind of ar-
rangement you can meet with them, so that that sta-
tion has an opportunity to, and C3 would have fo do
the same as everybody else; but Cayman 27 would
then have the oppartunity to succeed in producing
local content and developing local news and local
programs for education and other purposes.

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: Mr. Chairman, that is correct.

The Chairman: Okay.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: When I looked at buying a TV station, |
met with the regulator on numerous occasions and |
pointed out to him that it was almost impossible for a
free-to-air station stand-alone to generate enough
revenue and to produce the content and acquire the
content that it needed to be successful. | had a very
open book policy on that and showed them what it
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would cost to operate and what we thought the cable
TV operators should pay as subscription fee, because
every channel they have on their thing they are paying
a subscription fee. They may have a few that are free
like maybe TBN or something like that, but everything
else from HBO, ESPN, World CUP, they bought those
rights for that. So, yeah, it should be a fee. Classify
Cayman 27 as a must carry; they are now required to
put that on all their packages and then pay us a sub-
scription fee. That is common in the United States and
Canada. The UK is a little different, they charge eve-
rybody a subscription fee in Canada, to support BBC
and their channels. So, that is definitely not out of the
norm.

The Chairman: Alright, and they could do the same
thing with the Government TV?

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: Yes, sir, should be,

The Chairman: Any other questions?

Mr. Austin O. Harris, Jr.: Yes, Mr. Chairman, thank
you for the oppartunity. '

When the initial discussion took place, obvi-
ously it was largely questions to OfReg and | had to of
course recuse myself as- Councilor with added re-
sponsibility for OfReq, but as Councilor | have no re-
sponsibility, oversight or otherwise, over private sector
companies and | just wanted to ask a question that |
think is relevant to whether or not, as the witness has
identified, the regulator should be/could be doing
enough. :
Yesterday, Mr. Merren, you sfated over and
over, the reason why infinity Broadband, trading as
C3 has not completed its license obligation to roli out
broadband service to the entire Island, including the
“rural" constifuencies in the Cayman Islands, was be-
cause the regulator had not done enough. Again, to
the question by my colleague, the Member for Bodden
Town West, when querying and asking questions of
the World Cup, it is interesting that, again, the reason
why World Cup would not be available across the Is-
iand is the regulator’s fault,

You mentioned yesterday also, that the big-
gest hindrance fo your roll out or your make-ready
costs which is again, prchibitive, to say the feast. | do
not think that anyone disagrees with you in ferms of
some of the challenges, as it relates to Datalink, and |
think that is identified by the decision made by the
regulator to suggest Datalink was being prohibitive
with other licensees; of course, they have appealed
that decision.

Getting back to your statement that the regu-
lator has not done enough to facilitate new entrants to
this broadband market, is it not accurate fo state that
in November 2015 the regulator agreed to amend the
licensing contract for Infinity Broadband fo allow it to

put in place its own infrastructure? And as a result of
that amendment there are cnly two companies in
Cayman that are allowed fo erect poles; that is CUC
and, now, Infinity Broadband? Is that accurate?

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: Mr. Chairman, that is accurate but we
have to get permission from either, Cabinet or the
NRA or someone to put on those poles. We cannot
just start blasting poles down the road. We have made
two applications in two different areas to put up our
own poles and those have been basically stopped and
no progress has been made on those.

Mr. Austin O. Harris, Jr.: Is it correct to say that with
the ability to erect your own infrastructure for your
broadband service, that could be accomplished at a
fraction of the cost that you would otherwise be forced
to deal with through the existing poles on the Datalink
arrangement, if, of course, bearing the approval from
the other boards, were made possible?

Mr. Randy WMerren, Managing Director, Hurley’s
Media Ltd.: Mr. Chairman, our numbers suggest that
it would be far less; that is correét.

Mr. Austin O. Harris, Jr.: Alright Thank you, Mr,
Merren, s

The Chairman: Any other questions?

Mr. Christopher S. Saunders: Yes. In a nutshell, in
your professional opinion, the games that are man-
dated by FIFA [Federation International Football As-
sociation] to be free, how are we going to get those
games free? How can this work? The bottom line is
that | want my free World Cup games for my people. |
want my free fogtball.

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: Mr. Chair, it is simple. They need to make
them available on their free-to-air channel and that
free-to-air channel, if it is free-to-air, the other cable
operators can carry those channels on their cable sys-
tem just as they do with Cayman 27 because we are
not a must-carry at this moment, but we have no is-

sues with him carrying it. If it is free-to-air, all these— -~ -—--

games should be free to air and you should be able to
watch them on your TV without a cable system.

The Chairman: Question: Can one of the other com-
panies (I have to be careful of the word | use here as
“pirate” is not a goed word but 1 cannot think of a bet-
ter word now) pirate signal down on a satellite and put
it on their system, in this environment, if somebody
has the franchise for that or would it be blacked out on
the areas that you would have access to?
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Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, the games are available
on Fox out of the United States, Telemundo—both of
those channels are on our cable sysftems, Flow's,
Logic's, C3's cable system, but we have been advised
that we have to block them by Direct TV that has the
rights, that have now granted their rights on to Logic.
So, we have been advised that we have to block
them.

The Chairman: | guess in frying to help Chris to get
his football, what would be the consequences if you
did not block them? :

Mr. Christopher S. Saunders: Hold on a second.
Here is what | need to understand now: Your sub-
scribers now, who have paid for, say, 30 channels, or
whatever, you are going to tell me now that you will be
blocking two of your channels that your subscribers
have paid for?

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: Mr. Chairman, yes, sir. When those
games are on we are supposed {o biack them out.

The Chairman: The same thing happened with the
Commonwealth Games, right? There were certain
channels and certain other providers that had to be
hlocked, if | recall correctly.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: That may have been the case, sir.

The Chairman: Yeah.

Mr. Christopher S. Saunders: So,Aare the customers
going to get a refund? Because they are basically be-

ing . . . okay, granted, no fault of yours, but | mean, if |

pay for Fox and | fike to watch Fox and Friends, or
whatever, you know, for all the Trump fans out there
who love their Fox, and | expect to be watching Fox
24 hours in my house per day, you are going to tell
me that for couple hours out of the day during that
time, it may be shut down?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, there are content rights
and everybody is allowed to buy them. There are two
forms of content rights. There are the cable TV rights
and then there are free-to-air rights, and what is hap-
pening here is that they are mixing both; they are al-
fowing cable operators to buy both the free-to-air
rights and the cable rights. That is how they are doing
that. It is mostly sports that they are going to do this
with, the large sporting events. They will not block
your Friends or your Family Guy or anything.

The Chairman: So, what you are saying, and correct
me if | am wrong, is that our local regulators have in

fact allowed a cable provider who has no free TV {o
buy both the cable rights and the free TV rights for the
Cayman Islands?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: That would seem so, sir. | have not seen
the contract, but ! have been told that we have gotten
a notice that we have to block those channels, that
only Logic has those games.

The Chairman: Well, | would tend to agree with you
that it should be up to the regulators to intervene and
say, We have no problem with you, a cable provider
sofely, buying the cable rights, buf the free-to-air
which you cannot possibly deliver under the present
cireumstances, you cannot purchase . And they
should so inform Direct TV or World Cup, or whatever
it is that they cannot sell that component to a compa-
ny that has no ability to do it, because all they are do-
ing is forcing you to go to the cable channels.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, | wrote a letter to the ICTA
stating that a long time ago, that they have got o pro-
tect the free-to-air rights and not allow these people,
that do not have a free-to-air channel, to buy the free-
to-air rights.

The Chairman: Have you gotten a response?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: No, sir.

The Chairman: Okay. Maybe we can help with that.

Mr. Christopher S. Saunders: Mr. Chairman, | am
going to tell you my issue with all of this. We learned
yesterday that the telecom provider who is supposed
to be rolling out a network is not going to roll out a
network because it is not feasible. And by the way, |
do not want to hear any of you guys referring to Bod-
den Town and Bodden Town West as a rural area
again, because—

Hon. Bernie A. Bush: Or West Bay.

Mr. Christopher S. Saunders: Or West Bay. Yeah.

People have licences, we have granted li-
cences, and they have X amount of responsibiiities
that go with those licences. If we are granting too
many licences that it does not make it economically
feasible for someone to do everything, then that is a
problem. If we have granted licences and people have
made promises that they are going to do something
and they have not done it, then that is a problem,
there has to be some penaity because, at the end of
the day, this is really all about the public.

Now today, we are having the same situation
where local content is supposed to be provided and all
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of these licensees who have these licences are not
doing it. So, the question is: Why do we keep granting
licences to people who have an obligation to provide
the public with a certain service, only for them to give
the excuse that it is no longer economically feasible
or, in this case, it is no longer technologically feasible.
The question is then; What is the public supposed to
get out of this, other than people coming here getting
licences and overcharging us and not producing what
they are supposed to be producing?

Now, my question in all of this that is coming
to the witness . . . take something like the news; for
the United States | came across several articles in
terms of local news, where a lot of states and counties
are losing local news to national news for the simple
fact that it is no longer economically feasible. We have
seen it with newspapers and everything else and if we
continue to allow all of this air time that does not pro-
mote our culture, because we are still a young devel-
oping country in many respects, and even something
as simple as the news, because that in itself, is no
longer an area that makes moneay, it actually loses
money. So, in other words, we are providing a public
service. | mean, if they cannot even take the basic
" time out to even provide the news, at what point do
we step in and say, You know what, enough is
enough and start penalising these guys?

At the end of the day | do not expect and |
know Randy they are your competitors, but something
as basic as the news at a certain time, carry the rights
or something like they do in the States, but to have
them not provide their obligation fo the public, it can-
not continue. You have an obligation to the public, and
somebody needs to enforce these obligations but do
not come back down here and tell us that it is no
longer economically feasible or technologically feasi-
ble. The public still demands fo get something for
what if is that they are giving up!

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Mr. Chairman, | would take that a step
further. | am pretty sure that on any given day, our
news cast is probably one of the most heavily
watched programs on any of the cable systems, from
6:00 to 7:00 and other shows, As far as going and
doing the build out, I do not think Logic or we have
made any statement that it is not feasible to build to
those other parts of the Island, especially the eastern
districts. 1| think it is just the speed of which make-
ready is being done at 160 poles. They have said that
they can wrap that up faster but let us say that they
double that, we are still talking a long time before the
districts get the TV service or broadband service out
there. So, | think Government or the powers that be,
has got to get Datalink to the table and figure out a
system.

You know, they have granted four licences—
C3, Digicel, Logic and Datalink have been granted
ticences to build all these, So, they have probably put

too many subscribers out there to service this and it is
going to be a battle to the death. Hopefully, the Cay-
manian people will support the Caymanian Compa-
ny—{ will take that iittle free plug (chuckle). But there
are other things that need to be done too. Befare all of
you leave this House, Cayman 27 may not be praduc-
ing news because it is a significant burden on the
company to produce news every day. Mr. Chairman,
you were there, Mr. Saunders you were there, Austin
you have been in there, and Mr. Bush, you have been
in there. You have seen what it takes to produce local
news every day. We have 9 reporters in there, we
have a slew of people sitting down behind, producing
that news every day. It is a lot of human capital to
produce that every day and we are required to do that
at least one hour a day.

Mr. Austin O. Harris, Jr.: On the issue of World Cup,
just because we are airing the subject out. On the one
hand, | think there are grounds for agreeing with the
witness and those in the Committee; that blocking the
use of two channels which subscribers in Cayman
have paid for, may present a problem. But certainly,
likewise, as popular as the World Cup may be, and |
too wilt be walching as many games as possible,
hopefully free, but we have also adopted copyright
faws in the Cayman Islands and | do not think that it
would be appropriate at any given time to encourage
the regufator to turn a blind eye to potential copyright
infringement. The gquestion that would come from this
fo the witness woulld be: Would you expect the regula-
tor, in this case, OfReq, to enforce the existing copy-
right laws, whether it worked in our favor or in this
case, not in our favor?

Mr. Randy Merren, Managing Director, Hurley's
Media i.td.: Well, we have been told that we cannot
broadcast them or make them avaitable on our cable
system, we planned on doing that. The same thing
happened to us with the Olympics, we had to take a
legal action to get them to be forced to pull off the
broadeast that they were fold to be blocking. We will
block it on our channels so, unless we can get some
rights from Logic to broadcast those, C3 will have
those games.

Cayman 27, | think it is a simple way fo solve
this thing and the regulator should say, “If you do not
have a free-to-air channel, you should not purchase
the rights to the World Cup . . . fo anything! You
should not purchase those rights, the free-to-air rights.
And if you are going to purchase those free-fo-air
rights, make a free-to-air channel, pay the $7,000 or
whatever the ICTA is; here is the licence just like Hur-
ley’s TV and start doing it. | think you will see them sit
down and they will pull back and stop acquiting these
rights. We are not asking them to break the Law. |
respect the Copyright Law; it was needed, it is a good
thing to have it here. You know, these people, even
the artists, it is how they make their money, the con-
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tent that we get, in this Island, the movies and differ-
ent things. If we were all pirating or stealing content,
you would not get the quality of movies that are hap-
pening now in the world. So, | do support the Copy-
right Law and we will do our job but I just think if it is
free-to-air, it needs to be free-to-air; it should not be
free-to-air tthrough cable TV.

The Chairman: | have anocther question for you. If |
have my own satellite dish and | have direct TV on
that, can anyone stop me from watching it?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: For Direct TV, the subscription you prob-
ably have is illegal in the Cayman Islands.

The Chairman: But everybody has it.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Yes, but there is nobody enforcing that.
Dish Network, HBO have been here to try to push
that. The taws are in here but nobody is taking the
step to actually go after these people. There are peo-
ple like RoCay and stuff here; they do not have §i-
cences to do that.

The Chairman: But that is another one that you would
probably be able to get it on by paying them a:sub-
scription which the regulators have no confrol over,
right?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Well, that is a whole other issue as far as
| am concerned. They are allowed to operate [but]
they do not have a subscription TV licence and they
are not an 1SP. They are providing content that is not
licensed over our networks using, whether it is C3,
Logic, Digicef or Flow. So, that is a whole other issue
in itself. To me, that is blatant infringement of copy-
rights. it is blatant that the lady is providing services to
customers here that are not licensed and she is not
paying. We pay six per cent royalty fees fo govern-
ment, so to me that is revenue leakage right there and
then.

Mr. Christopher S. Saunders: This goes back to the
same issue. Take WhatsApp calling, for example, you
pay for a data plan and you can call anyone that you

want. Now, that is a set fee that you would pay, that

the telephone companies would pay for but technical-
ly, a lot of telephone companies are losing money
from WhatsApp calls; people all do the same with
Messenger. The internet itself has changed the game;
we have seen it with Amazon in terms of the sales
and everything else. If someone has a website in
South Korea, that site is basically showing content
that is Copyright from the States, and you are going to
that South Korea website and seeing the content that

they have there. This in itself is the world that we are
living in today.

The bottom line is that | do not think it is a sit-
uation where something is wrong with the technology;
| think something is wrong or inadequate with the laws
that we have fo govern the technology. Amazon and
Google and all of those guys are getting away with it
s0, at the end of the day, if there is some company out
there that is doing something and taking advantage of
the technology and the fact that we do not have the
proper laws in place to catch it, then that is a different
thing altogether. That is where we need to step up
now, in this case, same as with the regulators to some
extent, where you are allowing a company to buy free-
to-air rights, but the company does not offer free-to-air
service. And this is part of the culture that we have
created in Cayman. So, the question in all of this is
then, what do you think are the changes that we need
to make? Clearly, the fechnology is way ahead of
where the Law is now.

! can tell anybody this much; | have Dish and |
will be watching my World Cup Football and nobody
cannot tell me otherwise and | pay my legal subscrip-
tion. | do remember the times when | had Direct TV
and | could go onto a website and get some codes,
plug it in, do all that kind of stuff until one day they
found a way to shut that down. The question in all of
this is: What changes do you think we need to make
in terms of the laws, because you used the term ‘rev-
enue leakage’. How can you actually stop that? In this
day and age, you ever heard about regulating the in-
ternet?

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Yeah, but that is not an internet, that is a
closed looped internet system. That is somebody that
is actually aggregating that content in Canada or
wherever else that is, and providing you a box that
you then get that content. Whereas, if you are watch-
ing that video on the internet, you know that is a
broadcast, that is for the public and anyone of us can
actually get that. You have {o actually get a box fo get
those signals, so that is not a closed system; that is
different. You know, they have Geotag and now they
have Geo-blocking and different things like that. You
can buy the broadcast rights for internet broadcast
rights and stuff but one of the things that you have to
is that you have to block that to just Cayman IP ad-
dresses. Just like every country, Cayman has been
assigned area numbers which are IP addresses that
are assigned to the Cayman Islands. So, you know
what your area numbers are and you just block every-
thing else out from that. We did that with the World
Cup on some of the things we did. You just have to do
that.

Mr. Christopher S. Saunders: Make a strong VPN
[Virtual Private Network], | can tell you. You come into
my house and you will swear you are in Miami
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[Laughter]

Mr. Christopher S. Saunders: | have strong VPN. If
we go to 0123Movies right now we can walch
Avengers Infinity War, all of them are up there. So, the
reality of it is, the technology is there and it is making
the world smaller so these will be some of the chal-
lenges now. The point that | am making in alf of this is
that, recognising where the technology is going, it is
important for us, therefore, fo have access to this
technolegy. Thus the reason the broadband issue is a
big thing for me, because educationally it is something
that we need. To live in the information age this is
something that we need, and then having these little
drip-drip speeds when everyone have all of these
things coming down and being left out. It is really un-
acceptable. The speeds that we have, compared to
what other people have, we really need to do a better
job than this. And it is important for me and, | think,
also to the public, that at least companies such as
yours find a way to become economicaliy viable. if it is
a case where someone has a licence, and they are
not doing what they are supposed to be doing, take
the licence from them! -

We are going to end up in the same situation
because | suspect that it is just a matter of time and |
am sure that you have had conversations about
whether or not to keep your news divisions or not, but
it is a public service and | would hate for us to end up
fosing local news to get stuck watching CNN, Fox or
NBC or something else and, God forbid, we only have
the newspapers to depend on for news. This is some-
thing that is important and typically, like with every-
thing else, it is only after it is gone when we miss it.

Randy, I really want to thank you for continu-
ing to do that, despite it not being profitable. At the
end of the day, | will say this much, you are a Cay-
manian business owner and whatever it is that | can
do, | still believe that you should be given preference
in this market, as opposed to a bunch of foreign com-
panies. | make that statement with no apolegies and |
think that is where we need fo get to. So, whatever it
is that we can do to help you and your company, as a
Caymanian company operating within the Cayman
islands and reinvesting your money here, as opposed
to someone taking my money and charging me an
arm and a leg and not giving me the service and stick-
ing that money someplace else, it becomes a no-
brainer, So | just want to thank you for what it is that
you are doing but this is not over.

Mr. Austin Q. Harris, Jr.: Certainly, | would want to
echo those sentiments of the Member for Bodden
Town West, that | think we all in this room support
Caymanian entities and . . . there you go, | agree.

I am just curious, because this has bothered
me for some time, to know the private sector's view
point on it. You brought up RoCay and of course the
Members brought up Dish. As | understand it, the Dish

Network, similar fo C3 or Infinity Broadband are sell-
ing licensed subscriptions to channels that you pay for
but the providers of RoCay, Amazon or otherwise are
not selling subscriptions, they are selling or renting a
box. As such, the rules between subscription provid-
ers and the box providers, | do not know the technical
term for what that box and that service is, bui the rules
are different. | wonder if you can express your
thoughts on that.

Mr. Randy WMerren, Managing Director, Hurley's
Media Ltd.: Well, let us look at Netfiix, because that
is probably the easiest one. They have acquired that
content. They acquired the content for different parts
of the world; that is why if you go to the United States
you may get a different set of contents available to
view there, compared to international content or
wherever else. They are under pressure from those
content providers to make sure that that content that
they are licensing for, whether it is just the United
States, is not being watched outside the country.
People are buying a Hide My IP and doing different
things, so they are trying to stop that. Alot of it now—

[Inaudible Interjection]

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Yeah [chuckie]

A ot of them now are actually basically . . .
they do not want to pay for content that are not really
supposed fo be paid outside the States, so people are
finding a way around that, but they have an cbligation
to the content providers that they are acquiring that
from to make sure'it is only watched in the territories
they bought the licence for. .

Now, for Direct TV, you got a licence for that
but [ guarantee you, if Direct TV knew your address
and knew that you were outside the United States,
they would shut you down, So, as long as you keep
up your address in the States or wherever else, but if
they figure you are out, they are going to shut you
down.

Content is changing how you consume it. it
will get to the day where it is all available on . . . if you
took now, Fox have their own ‘over the top service’ we
call it. You can subscribe to that and you can get all of
the Fox content. As you see, Netflix is developing
more and more of their own content simply because
the large content providers such as Disney and Fox
and all of them are going, Wait a minute, they are
making all this money, we have our own content so
we can do this as well and charge a subscription fee
for it. So, you will see more of that moving towards
that and you know the subscriber is eventually geing
to pay even more, because the cable TV channels
that you are consuming today and getting all of this
stuff, they are eventually going to go away and more
of these guys are going to come together and say,
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Hey, if you want to watch any of the Fox stuff you are
going to have fo buy it from us. So, that may be $9.95.

What we at C3 are building, is a superhigh-
way so that you can get that content. We are just go-
ing to build the highway, so eventually our TV product
as far as subscription TV may go away and morph
into something else, but you still need to get that con-
tent one way, and whether it is wireless or on the
highway of fiber, you are going to consume that
somewhere else, and you are going to find that you
have 90 different hills coming from Netflix and every-
body else, that you are buying the stuff, so that is
where it Is going.

Mr. Austin O. Harris, Jr.: Just one final question, Mr.
Chairman: Going back to the roll out of your broad-
band services, we mentioned that in your view, cer-
tainly the regulator could do more but, as it relates to
your amended licence, you also have fo get approval
from the NRA, and was the second board Planning?

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: No, it is NRA that controls the road and
you know, the ICTA licensed us for that. We have
made two attempts, the regulator has worked on us
with that, but | think it was basically stopped at the
NRA.

Mr. Austin O. Harris, Jr.: Just the NRA?

"Mr. Randy Merren, Managing Director, Hurley’'s
Media Ltd.: Yes, the NRA basically stopped that and
did not go any further there, but we have made two
attempts on it.

Mr. Austin O. Harris, Jr.: Okay.

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: | am not sure, to be honest with you,
whether we, if we want to put up those poles, | think
rather than put them up as telecom-only poles, we put
up a whole other infrastructure of poles and then CUC
is coming across touching our poles and we are driv-
ing revenue under that, so it kind of goes both ways.
The question for you guys is: Do you want to a two-
pole system on ali our roads? And that is something |
do not know whether, you know, they are not the nic-
est thing to lock at.

The Chairman: Yeah, and those poles tend not to
move when they see a car coming.

{Laughter]

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: That is for sure.

The Chairman: | have one other question: Do you
believe it would be normal, or the industry would react

favourably to this Committee making a recommenda-
tion to Government that the regulator encourage peo-
ple who do not have free-to-air local content to sub-
scribe to that channel which currently produces local
content?

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: Mr. Chairman, | do not think | understand

where you are going . . .

The Chairman: L.et me put it {o you simple: we do not
want to use a name, but do you think it would be out-
side of the industry's norms if we made a recommen-
dation fo Government to encourage the regulator to
tell all of the cable providers that they have to carry
Cayman 27 and subscribe for it?

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: That would be the norm. | think that is
done all over the place, it should be.

The Chairman: Alright, okay, well thank you very
much. :

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: And we have also suggested to them that
they have to set a fee for the subscription fee. We
have always said to them, Meef with us and you set
the fee. Let the regulator set the fee and whatever it is
that they sef the fee at. If it is a penny, it is a penny.

Mir. Christopher $. Saunders: Has there been any
consultation within the industry concerning the issue
of net neutrality? Has anything been published with
the ICT or any consultation out there?

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: | do not think they have sent anything out
on that just yet, on net neutrality.

Mr. Christopher S. Saunders: Ckay,

Just in closing for me, | think the UK is one of those
couniries where they actually have free boxes that
they put in some of the homes to get the free TV or
the free channels that are required in terms of keeping
with the technological developments, as opposed to
running stuff over the air. What would it stop then, be-
cause for the regulator to say, Well, you know what
guys, this is the box at a minimum that everyone
needs fo have and at a minimum, either, everyone
pays to maintain this or someone carries it. At the end
of the day, if | was your competitor, | would be like,
Why are you going to force me to give Randy money,
when I'm compeling against him?

At the end of the day, you guys in the industry
need to get together and give the public what they are
supposed fo get one way or the other. And, if you
guys cannot do that on your own, then | think the
regulator needs to step in and make a decision and
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say this is what needs to be done. So, | would support
the Chairman in the sense of, hot saying to force any-
one because competition is still competition and they
are competitors, but they have this obligation, meet
this obligation or face a penalty. And if the solution is
carrying Cayman 27 then, so be it, but they have an
obtigation that they need to be carrying out.

Mr. Randy Merren, Managing Director, Hurley’s
Media Ltd.: Well, Mr. Chairman, | think that is why
you have a regulator. If we could all work everything
out, we would not need any regulatory body in the first
place, so you have fo have somebody that sets the
faws, and | may have been harsh on the regulator, but
like | said, they just need to say, This is what we are
doing, this is what ought to happen, and do it.

| think it is too much time spent with cansulta-
tion. We feel, as the regulator, this is what should
happen in this market and, to a certain extent, have
your input, but | think it just drags out too long and you
get lost in the noise. Just say, This is what is going to
happen; you have a requirement, you got this licence,
their licence said that you have fo have a free-to-air
channel. We have moved away from that now, so we
are going to put a free-fo-air channel and it is going fo
be a must-carry, and if you want to have a must-carry,
you go ahead and open a free-to-air station too. Pay
for the licence and go ahead and open it. So, | think
that is where the regulator needs to come to.

The last part is we have to get CUC to the ta-
ble, and they have got to be realistic. It is draining on
all of us. We are trying to build as fast as we can be-
cause we need to acguire as many customers as we
can. Having 2,000 customers is not paying the bills.
We need 4,000, 6,000 customers to break even.

The Chairman: Thank you for your time.

Mr. Randy Merren, Managing Director, Hurley's
Media Ltd.: Thank you, sir.

The Chairman: The Committee is adjourned until we
have someone sometime in the future.

[Laughter]

At 3:52 pm the Public Accounts Committee siood
adjourned.
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