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OFFICIAL VERBATIM TRANSCRIPT
STANDING PUBLIC ACCOUNTS COMMITTEE
THURSDAY
23 JULY 2020
9:23 AM

Meeting with witnesses

“EFFICIENCY AND EFFECTIVENESS OF
THE UTILITY REGULATION AND COMPETITION OFFICE
(OfReg) - June 2020”

Verbatim transcript of the Standing Public Accounts Committee Meeting held Thursday, 23 July 2020, at
9:23 am, in the Chamber of the Legislative Assembly Building, George Town, Grand Cayman.

[Hon. D. Ezzard Miller, Chairman, presiding]

The Chairman: Good morning.

| apologise for the late start. We had a few lit-
tle internal problems but we have them all sorted out
now.

Let the record show that we have a quorum
present and | would like to call the Committee to or-
der.

Before | invite the first witness in, | would like
to ask the Committee to consider inviting Mr. Colford
Scott to come and give evidence before the Commit-
tee at 11:30 tomorrow because | believe he is one of
the few local people who has extensive knowledge of
the impact of the various fuel grades on vehicles since
he ran Government's Department of Vehicle and
Equipment Services (DVES) for many, many years.

| think he is now a consultant to NRA on the
purchasing of vehicles and he does not have any rela-
tionship with any vehicle or fuel dealership, So | think
he would be able to give us some good insight into the
effect that the various octane levels have on the vehi-
cles used in the country.

So, may | have a motion that we invite Mr.
Colford Scott?

Mr. Christopher S. Saunders: Moved.
The Chairman: Moved by Mr. Christopher Saunders.
Hon. Barbara E. Connolly: Seconded.

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

AYES.

The Chairman: Alright. So may | ask the clerk then to
issue an invite? | will give you his phone number. |

have already spoken to him and he has agreed to
come, so we just have to do the formality, okay?

| invite the Deputy Procedural Clerk to bring
the first witness in.

[Pause]

CARIBBEAN UTILITIES COMPANY
(cuc)

ADMINISTRATION OF OATHS
OR AFFIRMATIONS

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): |
swear by 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. Letitia Lawrence, Chief Financial Officer, Car-
ibbean Utilities Company (CUC): | swear by Al-
mighty God that the evidence | shall give to this hon-
ourable Legislative Assembly, shall be the truth, the
whole truth, and nothing but the truth.

[Pause]

The Chairman: Good morning Mr. Hew. | see you
brought your CFO, Ms. Lawrence, with you so we
welcome her as well.

Mr. Hew, thank you very much for coming. We
are really pleased that you decided to come, having
received a letter from your attorneys questioning the
authority of the Public Accounts Committed to sum-
mon you. So in fairness, and to clear up some mis-
conceptions that | believe exist out there in the legal
world about that, what | am going to do is read the
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letter into the records and then | am going to respond
to some of your lawyer’s comments.

We received this letter that is dated 14" July
2020 and it comes from your attorneys Appleby.

“Dear Ms. Webb (who is the Clerk of the
Public Accounts Committee)

Reports of the Auditor General

“We are writing to you in connection with
your letter of the 3 July, 2020 to Mr. Richard Hew
on which he has sought our advice. Your letter is
written in connection with a report of the Auditor
General Report into the Efficacy and Effectiveness
of the Utility Regulation and Competition Office
(commonly known as OfReg) which is currently
before the Public Accounts Committee (PAC).
Your letter requests Mr. Hew in his capacity as the
President and Chief Executive Officer of the Car-
ibbean Utilities Company Limited (CUC) to attend
before the PAC. In fact, the letter states ‘you are
being summoned to meet with the Committee.’

“CUC supports the work of the Auditor
General and the PAC to improve the efficiency and
effectiveness of OfReg and Mr. Hew is willing to
appear before the PAC in connection with the re-
port. The language of your letter suggests that
you consider that the PAC has the power to com-
pel Mr. Hew to attend before it; if that is the case
we respectfully disagree.

“The PAC is governed by Standing Order
77, which provides at 77(4):

“In accordance with Standing Order 72, the
Public Accounts Committee may call any
officer or in the case of a report on the ac-
counts of or related to a non-government
body or organisation, any member or
servant of that body or organisation to
give information or any explanation or to
produce any records or documents which
the Committee may require in the perfor-
mance of their duty.”

Standing Order 72 provides at 72(1):

‘Every select committee shall have power
to send for persons, papers and records.’

“The PAC is a standing select committee
whose function is to consider reports of the Audi-
tor General Standing Order 77(1) under Standing
Order 77(4) powers to send for persons, papers
and records conferred by order 72(1) is, in the
case of the PAC, confined in: (1) any public of-
ficer; or (2) a member or servant of an organisa-
tion which is in itself, the subject of a report that is
before the PAC. Mr. Hew is not a public officer and
CUC is not itself the subject of the report of the

Auditor General (OfReg). As such, the case clearly
falls outside Order 77(4) and the consequence of
that, is that the PAC has no power to compel Mr.
Hew to appear or to produce documents.

“Nonetheless, as we have pointed out Mr.
Hew is willing to attend voluntarily. Mr. Hew has
noted that you wish him to only apprise himself on
this matter so as to be able to provide the Commit-
tee with information. Mr. Hew will of course con-
sider the report itself, and if there are specific mat-
ters that the PAC would wish him to inform them
about or explain to them, then he would invite you
to let him know what they are in order that he can
appraise himself accordingly, and hereby assist
the PAC with regard to those specific matters.

“Mr. Hew will attend in the company of Ms.
Letitia Lawrence who is VP of Finance and Corpo-
rate Services and the Chief Financial Officer of
cuc.”

It is signed “Appleby”.

Considering that you had decided to come, |
did not respond to your attorney or send the police to
get you.

[Laughter]

The Chairman: Firstly, again, | want to thank you for
attending this meeting of the Public Accounts Commit-
tee, in spite of the legal advice you received.

Before getting started | think there is a bit of
housekeeping that we need to address, with regards
to the letter that was sent to the Clerk of the Public
Accounts Committee that was drafted by your lawyers
at Appleby on the 14" of July, which we have dealt
with, and | have read the letter.

My response is, in my view, unfortunately,
your lawyers erroneously referred to the Public Ac-
counts Committee as a ‘Standing Select Committee’.
Had they taken the time to look at Arrangements of
Orders of the Legislative Assembly Standing Orders
on page six, they would have realised that sections 70
to 74 deal with select committees, and sections 75
through 81 deals with standing committees.

For your education and the listening public,
please note the following with regards to Select
Committees, and | quote from Standing Order 70(1).

“The House may appoint any of its Mem-
bers to be Members of a select committee
to consider and report on a Bill or other-
wise to assist it in exercising the function
under Part IV of the Constitution.”

Standing Order 71 states:

“A select committee shall continue in be-
ing for the purpose for which it was estab-
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lished (notwithstanding any prorogation of
the House during the period beginning on
the day on which the select committee is
established and ending on the day on
which the House is next dissolved thereaf-
ter) until the day of that dissolution or (if
sooner) the day on which the business of
the select commiittee is finished.”

| will also draw your attention to 72(1):
“Every select committee shall have power
to send for persons, papers and records.”

Section 72(5) states:

“Subject to any order of the House or reso-
lution of the committee, the sittings of a
select committee shall be held in private.”

The Public Accounts Committee has gotten
permission from the House to hold all of its hearings in
public.

Note that the sittings of a select committee
are held in private, as | just pointed out and | can as-
sure you that we have the necessary authority to go
public. With regards to the Public Accounts Commit-
tee, please note section 77(1) and please re-
emphasise it is a standing committee.

Section 77(1) reads:

“There shall be a standing committee, to

be styled the Public Accounts Committee,

to consider reports of the Auditor General
(a) on the accounts of the Government;
(b) on such other accounts required to
be laid before the House as the
committee may think fit; and
(c) on any matter incidental to the per-
formance of his duties or the exer-
cise of his powers as the commit-
tee may think fit.”

That is the whole of section 77(1).

Please note that 77(1)(c): The Committee
thinks that your attendance and the attendance of
others is incidental to the performance of.

Additionally, | want to assure you—and the lis-
tening public will agree—that if there were a report by
a government entity which criticised or embarrassed a
private sector company or individual, natural justice
would require that they be afforded the opportunity to
come before this body to defend or clear their reputa-
tion.

The reason we have invited all of the compa-
nies—not just CUC—who are regulated by OfReg to
come before us, is so we can complete the 360 eval-
uation and find out from them what their concerns are
and how things are operating as far as OfReg goes.

I would also like to take this opportunity to
draw your attention to the Legislative Assembly Im-
munities Powers and Privileges Law (2015 Revision)
which your attorneys made no reference to in their
letter. In particular, | draw your attention to section
5(1) which says:
“The Assembly or any standing committee
may, subject to sections 9 and 12, order
any person to attend before such Assem-
bly or Committee and give evidence or
produce any paper, book, record or docu-
ment in his possession or control.”

Section 6(1) says:

“Any order to attend, give evidence or
produce documents before the Assembly
or a committee shall be notified to the per-
son required to attend or produce docu-
ments by a summons under the hand of
the Clerk issued by the direction of the
Speaker.”

Section 6(2) reads:

“In every summons under subsection (1)
there shall be stated the time when and the
place where the person someone is re-
quired to attend and the particular docu-
ments which he is required to produce and
the summons shall be served on the per-
son mentioned therein either by delivering
to him a copy or by leaving a copy at his
usual or last known place of abode in the
Islands, with some adult person; and there
shall be paid or tendered to the person so
summoned, if he does not reside within
four miles of the place of attendance spec-
ified in the summons, such sum for his
expense as may be prescribed by standing
order or authorised by order of the As-
sembly.”

Unfortunately, we do not have any order to at
the current time to pay you for your transportation
costs.

Section 18 (1) says:

“A person who —

(a) disobeys an order made by the As-
sembly or a committee for attendance
or for production of papers, books,
documents or records, unless such at-
tendance or production is excused un-
der section 8(1) commits an offence
and is liable on conviction before the
Grand Court to a fine of one hundred
dollars and to imprisonment for six
months.”
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I hope that clarifies the misconception that ex-
ists in the legal fraternity that the Public Accounts
Committee has all of these limitations on who they
can and cannot call. As | said earlier, that also goes to
any Standing Committee of the House. So, we are
particularly pleased that after the legal advice you are
still here.

| think it is fair to say that this Public Accounts
Committee in particular, always tries to do its reports
and the Auditor General’s reports in a framework of
fairness and collaboration. We have gotten away from
the “gotcha” and trying to embarrass people, et
cetera, because my grandmother told me many, many
years ago, that | would catch more flies with honey
than vinegar. We have found that our success as a
Public Accounts Committee is directly related to this
collaborative approach with the Auditor General's Of-
fice, with the civil service and with private companies
that are involved.

[Inaudible interjection]
The Chairman: Yes.

Mr. Christopher S. Saunders: Mr. Chairman, thank
you.

| just want to add something that | think is im-
portant for the listening public and for all the witness-
es.

We are aware that there is criticism of OfReg
in the public space. That is well known and I think it is
important for all the companies that OfReg regulates
because if people believe that the regulator is not up
to or meeting a certain standard, or meeting their ex-
pectations, some of them may draw the reference that
a company is not doing a certain thing or a company
is not doing right, simply because OfReg is not doing
their job properly.

| think it is really unfair and in particular—and |
have even said this publicly—in reference to CUC be-
ing a well-run, efficient organisation, compared to in-
dustry standards, et cetera. | would not want anyone
to think or feel as if CUC or anyone is getting away
with something simply because OfReg is not doing the
job, when in fact many other companies that are regu-
lated are actually doing a very good job. So, I think it
is important.

As the Chairman said, the whole idea was to
get a 360 view of OfReg ultimately, because | think we
all agree that some of these industries definitely need
to be regulated and it is important for us to get the
right regulatory framework, especially with regards to
fuel, which is a newly regulated entity that came in
2016 or 2017, in terms of being regulated. Of course
the fuel factor issue is one of the biggest parts of
CUC's operation and CUC's bill, so you cannot have a
conversation on fuel anywhere within the country
without having or discussing the views of the largest

purchaser of fuel in the country. So that is more the
framework we wanted.

As the Chairman said, it is meant to be infor-
mational and educational more than anything else, as
opposed to confrontational or adversarial. That is real-
ly what we are looking for. We do not want anyone
coming here feeling as if it is an ambush or anything
like that; that is not our intention, that we can probably
do behind closed doors but not for the public’s benefit.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Hon-
ourable Chairman, may | respond?

Okay, thank you very much for that explana-
tion.

The Chairman: My apologies; could you just state
your full name and who you represent? That is just for
the Hansards, in case | do to you, what | did to Ms.
Letitia—I pronounced her name wrong. You can say it
correctly in the Hansards.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): My full
name is John Francis Richard Hew and | am the pres-
ident and CEO of Caribbean Utilities Company Lim-
ited.

Thank you Honourable Chairman. The letter
that you received was not in any way meant to chal-
lenge your authority. It certainly was not intended like
that from me. It was merely for me, as the CEO of a
publicly traded company to understand where | stand
on legal grounds. | also have to comply with other
laws and regulations, whether it is security laws, or
Data Protection Confidentiality laws, and | just wanted
to know where | stood prior to appearing before this
honourable Committee.

Having listened to you, | am still not sure
where | stand. | am not a lawyer and | do not have the
experience that you have in this honourable House;
so | would just ask if there is information that you ask
or request from me that | am not comfortable giving,
whether | can just decline to produce that information
at this time and then we discuss it at a later stage. | do
not think that is going to be the case and I am not
here to hold back information. I think | do have a lot of
information to share with respect to the discussions
that | heard in the previous week or days.

The Chairman: We do not expect to ask questions
which would get you in any legal trouble or otherwise.
Again, as | said in the beginning of my com-
ments, we have been looking here to:
1. Public education; and
2. To collaboratively determine what we can do
to make sure that OfReg best serves the peo-
ple it regulates without giving anything away
to the people who are being regulated.
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If we do ask you a question and you have
concerns about the legal implications, as long as you
do not do that for every question, but if that comes up
we are quite prepared to give that leeway and we can
discuss how best to do it in private. Okay?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Thank
you, Mr. Chairman.

The Chairman: Just so we can start off with a friendly
note, my first question would be the cost of this legal
advice, it is not going into the rate base right?

[Laughter]

The Chairman: | am just trying to get everybody to
relax. | will ask Mr. Saunders to lead off.

Mr. Christopher S. Saunders: Thank you very much
Mr. Chairman. | also want to thank Mr. Hew and Ms.
Lawrence for attending this morning.

As | have said publicly on several occasions
and looking at page 186 of the Compendium of Statis-
tics, | want to highlight something which | think is
worth it; look at CUC production versus consumption.
Back in 2010 it was at 91 per cent, in terms of the ra-
tio and at 2018 it was at 98 per cent, which is actually
well above industrial standard, in terms of leakage
and everything else.

Having looked at your financial statements be-
tween 2010 and 2018, and your annual reports, | can
honestly say from doing my own analysis and compar-
ing it to industry and everything else, that barring the
fuel factor, it is an efficiently-run organisation com-
pared to industrial standards, in terms of meeting a lot
of different targets, even though production to con-
sumption ratio is actually quite high. And just for the
public, most utility companies lose between five to
seven percent. The fact that CUC is at two per cent,
well above what the industry averages, goes to show
that despite what people may think, it is an efficiently-
run organisation.

You have your own PR department that can
do that kind of stuff for you; you do not need us to do
that, but at least for the record we wanted to recog-
nise that it is an efficiently-run organisation.

The one issue that we have always had and |
think the public has been concerned with, has been
the fuel factor. Now, we know that is also a set formu-
la using the Platt’s Gulf Coast prices pegged to that.

Leaning into my first question; going back to
October 17, 2011, | noticed a statement | want to
highlight. I will not get into the whole issue, but it said:
“The price in August for that No. 2 diesel fuel was
about $3.03 per imperial gallon. Additional charg-
es included $0.22 per gallon to cover shipping,
port authority fees, storage and handling, and an-

other $0.75 per gallon for government duty — total-
ling $4.00 for the “landed fuel price”.

Something | am trying to understand, just for
ease of our own internal calculation: While the gov-
ernment duty has gone from 75 cents to 25 cents, the
additional 22 cents’ charge which covers shipping,
Port Authority fees, storage and handling—is that still
roughly about what the market is today?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC):
Roughly, yes.

Mr. Christopher S. Saunders: Okay, perfect. We
assumed as much because we think we are using—
and this is 22 cents US? | do not know if it was US or
ClL.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): That is
US per US gallon, | believe, which is the same as CI
per imperial gallon.

Mr. Christopher S. Saunders: Okay, yeah.

That is the assumption that we have been
pretty much working with. Do not worry, it is not mate-
rial to what we want but we just want to make sure
that we are on the same page with that assumption.

The first question | would like to put to you Mr.
Richard, is in terms of OfReg as a regulator. Again,
we do not want to ruin the relationship between you
and the regulator, but if there is one thing that you
think we can change or improve that would help in
terms of regulation, what do you think that would be?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Well,
with respect to OfReg, | mean if we refer to the report
of the Auditor General, we would note a lot of issues
with transition from what we had before. Previously,
we had the Electricity Regulatory Authority which was
a fairly small but effective office, and it had a dedicat-
ed board. Therefore the decision-making was a lot
quicker and | think since the whole transition it has
slowed down a bit, which we sort of anticipated until
OfReg was settled in the new organisation. So we
would agree that the decision making sort of slowed
down a bit.

Mr. Christopher S. Saunders: | know | have used my
own internal assumption but | guess since | have you
here, on a gallon basis, roughly how many gallons of
diesel would you burn or go through for the month or
per year?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Last
year we were approximately 34.5 million gallons.

Cayman Islands Legislative Assembly



8 Thursday, 23 July 2020

PAC Verbatim - Efficiency of OfReg

Mr. Christopher S. Saunders: Okay.

We have been trying to determine—and we
have asked this of the other licensees—an idea of the
fuel storage capacity; each of them sent it separately.
If you do not have that information now that is fine, it
is just something that we are looking to calculate, es-
pecially with hurricane season—what the maximum
capacity is that we could have. In terms of CUC, |
know you guys have your own storage tanks for fuel.
How many do you have and roughly how many gal-
lons can each of those tanks hold?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): | do
not have the total gallons off the top of my head.
Some of them are 750,000 and some are a million
gallon tanks. What we do look at is trying to have four
to six weeks’ supply on Island.

Mr. Christopher S. Saunders: Okay.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): If |
may go back to the question, Mr. Chairman.

Obviously you have pointed out that | am in a
difficult situation. | do not really want to criticise OfReg
because we do have a cordial relationship. | believe
the people we interface with do work hard and as effi-
ciently as possible, but it is just that the size of the
organisation is a lot bigger now. That is why | believe
things have slowed down.

There were also transition elements, like
things that were put in motion by the ERA such as our
Integrated Resource Plan on renewables. That started
under the ERA and we finished it under OfReg, so
there was sort of a debate on who could approve this
because it was commissioned by ERA and when we
completed and submitted it for approval, we were
submitting it to the OfReg. That decision, for instance,
took quite some time and we are very keen to get re-
newables in place. We are now years behind in that,
in my opinion.

Mr. Christopher S. Saunders: Going back to renew-
ables, | was looking at your financial statements and
annual report and | noticed that the cost per kilowatt
hour for renewables versus traditional was way high. |
mean, it was really crazy—really way off—and that
renewables charge is now a part of people's bill also.

I mean, if it is far more expensive based on
what we have seen in your annual report. | think it on-
ly showed up there in 2018 and 2019—I had the num-
ber worked out, | will find it later on—but that per-unit
cost on the renewables was well above what it is on
the diesel side; and | am curious to know or if you
would be able to tell us, what is driving that to be more

expensive because if it. Then, | have to ask the ques-
tion anyone would ask, “Why are we doing it?”

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Yes,
very good question.

Obviously, the public would like to see renew-
ables. We would like to see renewables. The reason
we have not moved to it quickly is the economics of it.

Five years ago even the utility scale in Grand
Cayman was not really competitive with diesel. What
we have now is an industry; we have one renewable
scale plant which is in Bodden Town—the Bodden
Town Solar Plant—which is five megawatts and more
than five megawatts on rooftop solar.

The issue with rooftop solar is that it is very
expensive. We have been purchasing that under the
core programme, started out over 40 cents a kilowatt
hour compared to diesel which ranges—currently it is
just over eight cents a kilowatt hour—to as high as 20
or 22 cents per kilowatt hour and the peak fuel prices.
We have been purchasing a limited amount of this
renewable energy from rooftops and the reason it is
limited is because if we buy more it is going to drive
up the overall cost of energy on the grid. So obviously
there is an industry now that started to put these solar
panels on rooftops and they're obviously lobbying for
more capacity to install these solar panels on rooftops
but it is going to drive up the overall cost.

| would say that in my lifetime at CUC this is
the first time we have been in the position where we
can actually effectively move from all diesel genera-
tion to go to solar plus storage on a utility scale and
be as effective, as reliable, more sustainable and
economically competitive with diesel, but it is in the
utility scale not on the rooftop scale. That is a policy
decision that | think OfReg and certainly ourselves
struggle with: How much of this expensive rooftop re-
newable energy are we going to purchase.

In my view, we need to prioritise the utility
scale and get that in place to try and stabilise the cost.
Even right now we are enjoying these low diesel fuel
prices but what happens in a swing back up? And if
we can get large-scale renewables in place that stabi-
lise the cost, because the majority of the cost is up-
front investment costs not the maintenance and run-
ning costs. | think we need to do that and do that fairly
quickly, but the focus has been more on the rooftop
because yes, it is providing local businesses with
business and nobody wants to take that away from
them.

Mr. Austin O. Harris Jr.: Thank you Mr. Chairman.
Good morning to the witness and thank you for joining
us this morning, as well as to the Chief Financial Of-
ficer.

Through you, Mr. Chairman, to the CEO: Pick-
ing up on where my colleague the member from Bod-
den Town West started, in terms of renewable ener-
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gies: The national energy policy 2017-2037 focuses
on exploiting renewable energies, promoting energy
efficiency and conservation measures and supporting
energy security by reducing its reliance on imported
fossil-based fuels. The strategic framework envisioned
that by the year 2037 the energy generation ratio
would be 62 per cent energy created through solar
means with 30 per cent electricity created through
diesel means.

| was going to ask what progress has been
made by CUC in the last four or five years but | think
my colleague was able to air that out in your answer.
What | am curious about, based on your answer is:
that 62 per cent envisioned under the strategic
framework, is it overstated, achievable, or perhaps in
need of a more realistic expectation adjustment,
based on what you discovered already and based on
the cost of creating that electricity? As my colleague
mentioned, at least the bill standpoint suggests it is
more expensive to create electricity through solar
means than traditional means.

What are your thoughts today looking back at
the energy policy and the expectation that by 2037, in
17 years, we will be 62 per cent generation of elec-
tricity from solar means?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC):
Through you, Mr. Chairman.

| think we are delayed, no doubt; we should
have started a couple years ago. | think the econom-
ics are there now but we can still do it. It depends on
getting the utility scale solar in place. We are not go-
ing to do this at five kilowatts at a time, we are going
to do this by perhaps 20 megawatts projects and that
is what it is going to take. Renewables is not unlike
diesel, everything in the electricity business is scale.
Economy is a scale rule; so that is the reason why we
have 30,000 customers and we do not have 30,000
small generators out there on homes and buildings,
because you can put all of those generators together,
and a few big generators and be a lot more efficient.

It is the same with renewables. If you put in a
10 or 20 megawatt solar plant, you're going to get half
the cost or less of a rooftop solar installation. So to get
there we need to move on these bigger projects. | am
aware that OfReg is working on an auction scheme or
some method of trying to go out to competitive tender
and once they do that we will have to move fairly
quickly.

As for CUC, | would like to dispel the myth
that we are beholden to diesel engines. There is still a
place in the portfolio for diesel engines but they will be
more as a backup in the 62 per cent scenario you
talked about and we will be using as much of the sun
as we can and storing what excess we have during
the day, to use at night, but it still will not be enough.
So we will probably be running diesel engines some-

times through the night or through cloudy periods. If
you follow our integrated resource plan, those diesel
engines may be running on a fuel such as natural gas,
which has lower CO2 emissions and a more stable
and lower commodity price, so you have a more sta-
ble price fuel with lower environmental impact.

Mr. Austin O. Harris Jr.: Thank you Mr. Chairman
to the witness: One of the things not envisioned in the
national energy policy or certainly not in the strategic
framework, in terms of how energy will be generated
in the future, was by way of steam. | note with interest
that in recent years—I cannot recall whether | took the
tour since being an elected member or prior to—I had
the opportunity to tour your facility to see your newly
installed, well not so newly installed steam turbine
generator which uses heat transfer to generate elec-
tricity as opposed to diesel fuel. It is a cleaner form of
renewable energy and | wonder in your determination,
now having a steam-driven turbine generating electric-
ity at your plant, what are your thoughts on the viabil-
ity of steam as a means of producing or generating
electricity as a renewable energy option? Perhaps it
should be added to the basket of goods of options in
the renewable energies or perhaps it will be replaced
by Liquefied Petroleum Gas (LPG) or some other re-
source.

| also have a question on what you described
as utility-scale solar energy creation. You talked about
the Bodden Town solar farm which requires | do not
know how many acres of open land, but it certainly is
larger than a house lot. And the argument that has
been made in the past and correct me if | am wrong,
in favour of adopting rooftop solar is because one of
the things the Cayman lIslands has a lot of are roof-
tops. Development proving itself to be a key element
in our booming economy—and it arguably will contin-
ue to boom post-COVID—whether they be garages,
corporate building tops, or residential homes, there is
a lot of roof space that could substitute the need for
taking up large swaths of open land for utility-scale
solar.

I wonder if you can also explain what is the
challenge in using your roof-based solar. Why can you
not extract the necessary renewable energy from roof
based to supplement the solar farm versus the need
to go to larger solar farms, if you will—if that is my
understanding of your answer.

Thank you.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC):
Through you, Mr. Chairman.

The rooftop works; | mean there are | think
over 400 rooftop installations out there now but it is
expensive. As CEO of CUC that is all | hear, “you're
expensive, you're expensive” and if you want to be-
come more expensive, yeah, go ahead and fill every

Cayman Islands Legislative Assembly



10 Thursday, 23 July 2020

PAC Verbatim - Efficiency of OfReg

rooftop with solar and put that energy on the grid. It is
fine if it is under a core programme and the producer
is being paid their costs of production, but everyone
else who is not producing is paying a higher price. So
that is a challenge there.

On the steam: We have a steam turbine and
that was installed with the last generation project that
we did. What it does is, recovers the waste heat com-
ing out of the exhaust stack and harnesses that heat
energy to make steam to give us additional electrical
output. So it takes the steam, drives a steam turbine
and gives us an additional, | think, three and a half
megawatts. It means that, for every gallon of fuel go-
ing in, we are getting more electricity coming out and |
would venture to say, for the size plant, it is the most
fuel-efficient in the region.

Mr. Austin O. Harris Jr.: Just on that last point: Giv-
en your confidence and obviously satisfaction with the
production rate of the steam turbine, is it possible that
CUC will utilise or seek to install further steam tur-
bines as a means of generating electricity which was
not envisioned by the natural energy policy?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): At this
time no because of our size. Steam turbines are typi-
cally... Well, in the US you would see that a lot of
them are typically driven by coal fire to make the
steam, to run the steam turbine or it is nuclear for in-
stance, or you have a large combustion turbine like a
jet engine but it is a much larger one and you get elec-
trical output from the generator on the turbine but as
well the heat rejection coming out of the exhaust of
the turbine you make steam as a combined cycle.

I mean it does not make sense looking at
them at under 50 megawatts. Under good utility prac-
tice right now we do not want any of our generators to
be any larger than 20 megawatts each because if they
go down... You know we have a peak right now our
last year's peak was 113 megawatts. If you have 50
megawatts of that in one unit when it goes down
you're going to immediately have an all Island black-
out and be scrambling to get the power back on. So it
is not feasible, viable or practical for us to go to these
large units or large steam turbines in the Cayman Is-
lands.

Mr. Austin O. Harris Jr.: | am sorry to belabour the
point and | know my colleague is eager to jump back
in.

Moments ago when explaining the efficiency
of the gas turbine, you stated that CUC now has the
ability to generate even more electricity per gallon of
diesel fuel with the existing steam turbine generator. |
do not know how many diesel generators you have
but | do recall you have a number of stacks, and pre-
sumably those stacks are attached to either one or

two generators. | do not know how many stacks CUC
is using to transfer that heat to turn it into steam to
power the existing steam generator, but it just seems
logical to me—and correct me, again | am not in the
energy business you may certainly guide me in this.

If you have achieved success and energy sav-
ings from one steam turbine, then why would not you
want to seek to increase that energy? It will only mean
further savings for the same gallon of diesel fuel.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Yes,
the current steam turbines that we have are our two
largest units. The capital cost of installing a heat re-
covery system to make steam is very high, so you do
not want to put it on small engines because your out-
put is going to be negligible, compared to the cost of
the investment of putting in that infrastructure.

Mr. Christopher S. Saunders: | just wanted to read
something here from the 2019 Annual Statement with
regards to renewable energy. It says:

“In early 2019, OfReg accepted CUC’s In-
tegrated Resource Plan. The Company continues
to facilitate the connection of renewable energy
sources to the grid. Renewable energy on the CUC
grid for 2019 totalled 18.8 million kWh which
amounts to 2.6% of the total energy supplied. The
Company aims to have 25% of renewable energy
on the grid by 2025 and to meet the objectives and
targets of the National Energy Policy over the
longer term.”

Looking back at that 2019 annual statement, |
noticed in terms of cost, your total cost of energy sup-
ply was actually $111 million. Now, the renewables
was actually roughly $5 million. So if 2.6 per cent cost
basically $5 million, if | extrapolate that, it would basi-
cally mean that the full 100 per cent would cost about
$192 million, but then the actual cost for the other
97.4 per cent was actually $106 million which was
way less.

So, what | am trying to understand here is, if
renewables at this point extrapolates to $192 million at
this rate versus the current one that is actually $106
million which is almost half, the question is: What is
going to be done over the next five years? Because |
am going to tell you right now, this model is... we do
not want this extrapolated over the next five years. So
what is going to be done over the next five years to
bring that cost down to make it actually something to
be more...I mean it is nice for the environment and |
love the environment too, but | am not willing to pay
that kind of money to maintain it.

So what is going to be done to get that cost
down to where it is at least competitive to what we
have now?
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Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC):
Through you, Mr. Chair.

Yes, what you're seeing is a combined pricing
of the Bodden Town solar plant which is—I want to
say—over five years. So the technology cost has
been dropping fairly quickly. It is a combination of the
Bodden Town solar plant, as well as a rooftop. And
yes, on average, that is probably double what we
would pay normally for diesel. It is about double just
using your figures there.

Going into the future however, the new utility-
scale solar for instance, with the latest prices and lat-
est technology can be done at the current diesel fuel
prices. So if we replace diesel, we will be replacing it
at the same cost but with sustainable more environ-
mentally friendly energy coming on to the grid. So,
you would not see a doubling in the cost, you would
see the cost level remaining about the same but an
important feature would be that it is also stable cost.
So you're not on this diesel price roller coaster.

Mr. Christopher S. Saunders: You said that the re-
newable was a combination of the Bodden Town solar
plant plus the core programme. Roughly what is the
kilowatt per charge hour on the Bodden Town solar
farm versus the cost on the core per kilowatt? If you
do not have this information, that is fine.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): The
blended, | do not know. When we signed, Bodden
Town was approximately 14 cents per kilowatt hour.

Mr. Christopher S. Saunders: That is US?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): That
that is CI.

Mr. Christopher S. Saunders: Okay that is Cl 14
cents.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Then
the core started, like | said, | think it was over 40 cents
and it is now down to 20 for the large installations, |
think is just over 21 cents and for the smaller installa-
tions 25 cents.

Mr. Christopher S. Saunders: How much is your
kilowatt cost on diesel?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): For
August bills, for the diesel alone, will be 8.3 cents.

Mr. Christopher S. Saunders: No, no, no, no. Let me
just get this straight now.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Sorry.
Renewable cost charge...

[Pause]

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Let
me just check that. | think that includes the renewa-
bles.

[Pause]

Mr. Christopher S. Saunders: Well, either way it will
be less because you know would carry it up.

For my understanding now, the solar plant in
Bodden Town is around 14 cents a kilowatt and the
larger buildings are 21 cents, in terms of selling back
to the grid; they're basically getting paid 21 cents and
the households are basically getting 25 cents. So, we
are basically buying something more expensive than
what it is actually costing us to produce?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): | am
sorry...

Mr. Christopher S. Saunders: Let's ignore the roof-
top because we accept it is small and it is an anomaly
et cetera; but if the Bodden Town solar plant is at 14
cents per kilowatt and diesel is running at, let's say
nine cents per kilowatt, then what are we going to do
to get solar down to below the nine cents? Granted
maybe those are COVID prices, maybe 11 or 12 cents
would be normal pre-COVID prices. So we will just
work with the 11 or 12 cents normal price.

If the solar is at 14 cents a kilowatt and the
diesel is running 11 or 12 cents per kilowatt, then what
do we need to do to get solar well below the diesel
cost?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Well,
two points, the cost of the technology has come down
since the Bodden Town solar went in place.

Mr. Christopher S. Saunders: That is good.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Also, if
you scale up a bit more as well, you will get the price
down, so we estimate, around 10 cents a kilowatt hour
now for utility-scale solar.
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Mr. Christopher S. Saunders: Within your annual
report you said that by 2025 you think you can do 25
per cent renewables; | am assuming that is growth in
terms of scaling at the Bodden Town plant. Is that still
something that is doable?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): It is
doable. It requires two projects.

Mr. Christopher S. Saunders: Okay.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Also,
CUC is ready to do that type of project. We have the
capital, technology and skills. We are prepared to do
utility-scale renewables.

The Chairman: | want to ask a question: What kind of
acreage are we looking at for that size of utility scale
solar?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC):
You're looking at about four to five acres per mega-
watt.

Mr. Christopher S. Saunders: Okay.

A couple years ago there was this Ocean
Thermal Energy Conversion (OTEC). What is the sta-
tus with that? Is it completely dead or is it viable?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): | think
there are still discussions regarding the pricing on that
project. The difficulty is that there is not one operating
commercially worldwide; it is an experimental technol-
ogy.

We initially were drawn to it and liked it be-
cause it is proven on a small scale and can run year-
round but when you scale it up, it is a massive engi-
neering feat to move that volume of water and very
costly.

Mr. Christopher S. Saunders: One of the other
things that has been seen to be quite popular of late is
this waste to energy type situation, where we look into
| guess burn stuff and create energy from it. Is that
something that is also being explored?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Yes,
that is being explored. We are in discussions with the
potential producer on interconnection and the sort of
power purchase agreement and pricing on that as
well.

Mr. Christopher S. Saunders: This may be a bit
overly technical, but in terms of the amount of waste
that we produce each year, how many megawatts do
you think we can probably get from our waste energy?
Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): | think
| would guess five to ten megawatts.

Mr. Christopher S. Saunders: Okay. Yeah.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): If |
may, Mr. Chair. Just to clarify the price of fuel that |
spoke about earlier, that the fuel factor will drop to 7.8
cents with the renewable energy purchases will be 8.4
cents. So, just the diesel fuel element in the fuel factor
will be 7.8 cents and that is based on a Gulf Coast
market price of 88 cents per gallon, adding the ship-
ping, duty, handling and margin.

Mr. Christopher S. Saunders: Since you touched on
the Gulf Coast, something that | think has been the
big difference between Chevron Texaco and say, Ru-
bis, is that, being in the business upstream and down-
stream, Chevron Texaco was able to basically pur-
chase fuel at a cheaper price where they could actual-
ly run at Platts minus. Granted, Rubis is no Chevron
Texaco, but something | have come to understand is
that many of these companies do buy at Platts minus,
but your prices are actually pegged to Platts so the
extra margin that they would get from getting Platts
minus is something additional.

With that said, maybe this is something worth
exploring. Would it not be in CUC’s best interest—I
mean, for the amount of fuel that you buy, granted in a
global scheme it may be small but for here it is quite
big—to consider going out and start buying your own
fuel? In some of these cases, the benefits are not be-
ing passed on to the consumer because you are
pegged to Platts global.

It is what it is but we know of situations where
the tankers are sitting out there, they have fuel sitting
and they need to get rid of it and they just basically
dump it off at any price and many people benefit. So if
we do have a proper storage facility where you can
pretty much take advantage of those things, would
that be something worth exploring?

I can tell you, looking at what you guys are
being charged compared to what the market is in
some cases, the consumers are not getting the bene-
fits they should. Is this something that CUC would
consider doing? Worst case even partnering with the
government, because we do recognise that buying
fuel is a serious capital outlay for it to sit there, but at
some point for what we are paying now, is that some-
thing you think is worth exploring?
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Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Okay,
price is important but fuel security is also important.
On the price side, we just want to be as competitive
as possible. So we have the two companies compet-
ing and they’re on two-year contracts and they can
extend for another three years. So, we tend to do it
that way to make sure that when we do go out to bid
in the first couple years, if things aren't going well then
we can adjust. | think it is a fair price and it is very
transparent.

With respect to Platts and the market, Platts is
reporting what the reported deals are on the Gulf
Coast. It is similar for instance, to stocks. You will see
CUC is publicly traded and maybe it is trading on the
stock exchange at $15. So if you're going to buy it
through a broker, that is probably what you're going to
pay, but if you know Joe Blue next door who needs
some money right away and he has CUC shares and
you do not go through the market, you can go to him
and he may say, look the market is saying $15 but |
need this money now, | will sell at $14.50. That is the
same sort of thing | think you have with fuel, but it is
not every day that deal is going to come up and when
they do not have the deal then what do you do? So, to
me, the fuel security is a very important aspect as well
and having companies that are well placed and relia-
ble is very important. We do not want to get in a situa-
tion where we have a fuel shortage on the Island.

Mr. Christopher S. Saunders: Well that goes back to
the issue again of storage because if you have suffi-
cient storage, then you do have a window of oppor-
tunity to wait things out.

The reason why | raised this issue is | am go-
ing back to the first question where we agreed that
roughly 22 cents per gallon would cover shipping, Port
Authority fees, storage and handling. Let’s just round
it up to 25 cents and then we are taking a government
duty of another 25 cents that is 50 cents.

Now, | went through your annual reports from
2009 all the way up to 2019 and in each of your pages
your organisation listed their average price for imperial
gallon in US dollars. | also looked at average whole-
sale prices and converted it from the US gallon to im-
perial gallon at the 1.207 conversion rate.

What | was really looking for was the 50 cents
difference between the additional costs of bringing it in
versus the average cost to kind of give us an idea.
Like | said, these are coming from your annual report:
$2.77 per gallon in 2009 and the wholesale was $2.05
so 72 cents difference. Granted, we can live with the
50 cents difference but there is an additional 22 cents.
Again, | know timing can vary throughout the year as
you're buying and it can impact it but as | am going
through 2010 $3.45 cents per your annual report —
$2.65 cents. Again, that is almost like 80 cents differ-
ence right there. In 2011 it was $4.63 versus $3.64;

$4.79 versus $3.73; $4.74 versus $3.64; $4.56 versus
$3.39; $2.98 versus $2.00; $2.23 versus $1.65; $2.77
versus $2.03 and $3.10 in 2018 versus $2.55.

Now, granted the gap has been getting small-
er each year and | guess that can lead towards the
competitive pricing, where between 55 cents in 2018
between $3.10 versus $2.55. So, we can directly see
that 65 cents difference. If you take out the 50 cents it
is really 15 cents above, which we can almost live
with.

We can see where it is getting better but you
go back in the previous years and you can directly see
where the gap was so much bigger. Again, like | said,
timing is essential because when you're buying at the
time, the price could have been anything at that time.
So, we do know that you guys track it from when it is
loaded and | understand that process. However, in
many cases where these guys are buying large par-
cels, they're already getting Platts minus and on top of
that even the margin on the average is still above.

Then, it is clearly an issue with fuel and that
has always been the biggest issue that most people
have on their bill, because most months it is greater
than even the electricity costs that your organisation
charges. | think on average maybe 55 per cent of the
bill is really the fuel factor; at least for my bill, the fuel
factor is around 55 per cent. Therefore, if we can re-
duce that number by even 10 or 15 per cent, it would
make a big difference in terms of the fuel. That is the
reason | ask if it is worth it for us.

One of the witnesses mentioned yesterday
that in the eastern Caribbean, where they have a
large storage facility and fuel just sitting there, it is
easier for them to have better price control. So the
question then is: Do we need to improve our storage
facilities so when deals come up like they did during
COVID, we can actually get a larger portion of this
and store it where we can basically get cheaper fuel
as opposed to continuing as is because the Islands’
population is getting bigger.

| understand that when Texaco was here they
sometimes used to keep three, four, five months’
worth of fuel in their storage facility, but they had the
deep pockets to do it. Most of these guys, again from
testimony, may keep seven to ten days at the whole-
salers’ level and the gas stations may have another
five to seven days. So, on average we are basically
running around 30 days’ worth of fuel on Island.

If we do have the capacity to take six months’
worth of fuel, granted you have diesel, gas, and jet,
the question is: Do we need to take a solid look at our
storage facility, because we saw what happened with
West Texas crude when it went negative. Again, it
was driven by storage; people ordered and had no
place to put it, so they basically had to dump it. Stor-
age became the main thing.

Do we have sufficient storage in Cayman to
withstand some of these shocks but, more important-
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ly, take advantage of some of these situations when
they do pop up? | do not know what your thoughts
are.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC):
Through you, Mr. Chair, on the first comment that the
sort of gap between the market price and what we are
paying seems to have been a lot higher before. | am
not sure why that would be, | would have to look at
those figures and we are happy to look at the figures
that you're looking at. However, from just listening, it
may be that the duty element has changed because it
was 50 cents before then it went up to 75 cent, | think
back to 50 cents and then 25 cents. So that is really
the only change. The margins, | believe, have been
coming down a bit over the years as we get greater
volume, but | cannot comment to that gap changing.

Mr. Christopher S. Saunders: That is fine.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): On the
storage, yes, if you had a huge storage facility, but
you also have the risk of when do you purchase. If we
fill our boots with three, four, or five months of fuel and
it is at a high price then we have a longer time for that
to go through. You have to understand that that is a
risk as well.

Lastly, | would say that | think we need to look
more at the renewables going forward. If you look at
the new model, you will use diesel fuel or natural gas;
whether it is diesel or natural gas we will have to see.
Whichever one it is, you're going to need less be-
cause you're going to be using the renewables during
the day; you're going to be generating from sun and
storing in batteries. It is really when you do not have
the energy that you use fuel for backup. So, if the vol-
ume is less, if we are now on 40 per cent fuel, then
you're less price sensitive, if you like.

Most of your cost is going to be fixed costs for
the renewables. The fixed has two sides to that and
this is why | am very keen right now to ensure that we
do not lock into too many high-price solar prices be-
cause we have a one-time opportunity to transition to
a long-term low and stable price. We need to under-
stand that.

Mr. Christopher S. Saunders: Mr. Anderson from
OfReg mentioned looking at Liquefied Natural Gas
(LNG) which is a third cheaper than diesel. Is that
something that you are also looking at in terms of
switching to LNG? Has there been any progress made
with Liquefied Natural Gas?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Yes, it
is something that is in our integrated resource plan; it

is in the national energy policy; and yes, in the not too
distant future | think we will be moving forward to see
whether it is viable and feasible, but it is a cleaner
fuel.

In natural gas, you speak in terms of dollars
per the thermal energy—(MMBTU)—so, if we talk
about that for diesel right now, it is about $10 per
MMBTU. The natural gas in the markets in the US is
floating somewhere between $2.00 and $3.00; so the
commodity price is a lot cheaper, but then you have to
liquefy that, which is a very expensive process of
bringing it to very low temperatures and turn it into a
liquid so that you can ship it.

Here on the other end you have to store it. We
would consider storing smaller quantities because the
diesel engines can flip back and forth between diesel
and LNG. So you would have smaller storage facilities
because the storage facilities are very expensive as
well. They have to maintain the temperature of that
fuel—it is something like minus-150 degrees or more
to keep it in liquid form. So, that overall cost of liquefy-
ing it, shipping it, storing it, and regasifying it, is where
the majority of cost is; that brings it right back up to
diesel around $10 to $12 per MMBTU, but the good
thing is the commodity price, which is what is fluctuat-
ing, is a smaller part, so it would be a more stable
price than diesel and also cleaner fuel when it comes
to emissions.

Mr. Christopher S. Saunders: | was speaking to a
good friend of mine who was involved with PetroJam
in Jamaica; | think they're about 30 percent LNG on
their production.

One of the complaints that they had is that
they are not seeing the cost savings they were ex-
pecting to get from going around 30 per cent LNG
passed on to the consumer. But of course, they found
out later on that a lot of that is driven by the amount of
electricity theft that has been going on there. People
have not been able to see it but | think they were ex-
pecting at least around five or seven per cent average
drop in people’s light bills and that has not material-
ised.

Going back to the example that you just used,
| guess those other logistics are probably some of the
things that may drive up the cost and if you do not
have it at a certain scale | guess you really would not
see the benefit. But, | think when you converted it the
intention was that after going through the process it
would still work out a third cheaper, or is it a situation
now because of where gas is? Because we have seen
the fuel industry and we have seen the wars go on
between the Shale guys and the Sheik guys, that the
minute something comes out to challenge oil, the
prices automatically plummet where it becomes very
expensive for anyone to challenge them, and as soon
as they basically run them into the ground, they go
back to their normal stuff. | mean, you really cannot
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blame them. If | had a lot of oil | would do the same
thing but at the end of the day, the question is finding
something reliable and secure because that is the
most important thing, you need energy first.

In terms of the renewables and going to that
2025 solar, is that ultimately the one direction that you
think we should be moving on more than anything, to
get as much solar as we can use? Is that pretty much
where CUC is looking to go?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): | think
utility-scale solar.

Mr. Christopher S. Saunders: Okay.

Mr. Austin O. Harris Jr.: Thank you, Mr. Chairman.

With your permission Mr. Chairman, | would
like to change gears a little bit and move away from
the energy sector and move towards the (ICT) Infor-
mation Communication Technology sector. As we
learned last week through testimony of the executive
director for ICT, CUC through its subsidiary company
DataLink has a role to play in the expansion of broad-
band or telecommunications in the Cayman Island. So
my first question to the witness is: Does CUC in fact
own a company called DataLink?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC):
Through you, Mr. Chair: Yes.

Mr. Austin O. Harris Jr.: Thank you, Mr. Chair, to the
witness: Also in witness testimony last week, we dis-
covered that the delay in the expansion of broadband
and telecommunication choices to residents east of
Prospect are largely not with the telecom companies
failing to deliver on contractual obligations, but more
so because of both DataLink and Flow’s unwillingness
to agree to share their existing infrastructure.

DataLink’s infrastructure, specifically the light
poles upon which the telecom companies would at-
tach their fibre optic lines to introduce broadband and
telecommunication choices to the eastern districts,
Flow’s underground cabling boxes have room for ex-
pansion, in fact Island-wide; but DatalLink specifically
in this instance, has been unwilling to share pole
space at a reasonable lease price. As a result of that,
telecommunications cannot expand to the eastern
districts.

Why that point has been driven home, in
terms of relevance, is in this post and arguably pre-
COVID state with technology being the anchor upon
which much of the economy, as well as education,
specifically, hangs, the student learning from home in
the eastern districts is at a disadvantage to the stu-
dent learning from home at either George Town or
West Bay because they cannot access the same

broadband speeds that are needed in order to fulfil the
online school curriculum.

I wonder if you can inform this Committee
what your response is to the Executive Director for
ICT stating that the delay in broadband expansion is
less on the telecom companies and more so on com-
panies like DataLink and Flow for their unwillingness
to share existing infrastructure.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): It is
not DataLink's fault why there is not wideband or
broadband in East End. In fact, there is broadband in
East End. | am aware of facilities in East End that
have fibre service, so | think this is more an economic
issue for the telecoms providers and it is hot CUC's
fault or DataLink’s fault and | will expand.

Datalink was set up to deal with two issues:
Firstly CUC had a fibre optic cable that it used for its
own supervisory control and data acquisition system
for its remote transmission and distribution substa-
tions and other devices. This was around in the late
90s and for the first time, we were being able to con-
trol our remote substations and we needed reliable
communication. | am not sure if there was fibre on the
Island but it was not available to CUC at the time so,
with Cable and Wireless’ (that was a monopoly at the
time) knowledge and consent, we put in the fibre to
our substations.

So we had this fibre installed before the ICTA
was formed, part of which was actually leased to Ca-
ble and Wireless to get across the North Sound.
When the ICTA was formed, CUC's fibre optic release
to Cable and Wireless was outside the law and had to
be regularised. Also, the ICTA wanted to regulate the
communication space on the pole. It was therefore
discussed and agreed between the ICTA and the
fledgling ERA at the time, that CUC would set up Dat-
aLink to assume the fibre lease to Cable and Wire-
less, and to manage a communication space on the
pole.

Once DataLink was set up, it had to deal with
the request for attachments to the communication
space. So on the poles we have a designated com-
munication space and it has to be clear of the electri-
cal space. As you can imagine, there are safety
standards rule, which we follow. So to accommodate
the request for attachments, we needed more space
to be on the communications’ poles and in order to
meet the electricity safety standards, electrical equip-
ment on the poles have to be rearranged on the pole,
or the pole has to be changed to a taller pole to pro-
vide that greater communication space and maintain
the distance from the electricity equipment.

Also, additional communication lines expose
the pole lines to greater lateral forces during wind
storms; what we want to avoid is, you have a 50, 60-
mile an hour wind come through here and all of the
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poles lay over with communications and electricity
lines. Therefore, to strengthen the lines so that a mi-
nor storm does not blow them down we have to place
intermediate poles in some cases.

In all jurisdictions the attachers pay for this,
what we call ‘make-ready’ costs and this is where the
additional cost is. It is not in the attachment fees, not
that | have heard that there is a problem with that. It is
in the make ready cost. If the telecoms attachers do
not pay that make-ready cost, then electricity con-
sumers will have to pay and there'll be industry cross-
subsidisation.

Safety is CUC's first priority. We have had
several cases in the not recent past when this was all
rolling out, with attachers going on the pole without
permission or pulling the poles together and having
the electricity lines touch each other and burn down.
We had a couple of cases where the lines were down
in people's properties causing a fire and big electrical
hazards.

Since 2014, we have made-ready approxi-
mately 6,800 poles and we estimate that up to another
5,000 poles will be required to be made-ready. We are
just estimating what the telecoms providers need to
roll out. We have a total of approximately 19,000
poles on the Island but not all will be attached to by
telecoms.

Difficulties we are having relate mainly to get-
ting wayleaves or permission to plant poles and an-
chors on private property. We do not have wide utility
rights of ways on most of the roads. | note that they're
putting in a utility space in some of the new roads
now, but in the traditional roads we did not have that
space so we have to plant our poles and the anchors
to hold the poles up on private property and many
people do not want to agree.

So we design a line, poles and anchors and
before we go out to build it, we go out to get permis-
sion from the landowners and many of those who we
do find, do not want to give us permission. Therefore,
we have to try and redesign the line, move the poles
on the other side of the road, zigzag along the road; it
is a very inefficient process and we do not have the
powers in a convenient form, to compel persons to
allow us to use the property—with compensation, you
know. This is an area that we really have to address
with OfReg.

It is in CUC’s and DataLink’s interests to
complete the attachments, as we do get attachment
fees and we are exploring a number of strategies to
increase the speed and reduce the cost of that make-
ready, but the fact remains that the poles are not de-
signed for four attachers, which we were compelled to
allow on the pole. The poles were designed for CUC
electricity cables—and back when it was just Cable
and Wireless. Possibly, | think we could add one more
in the space in many areas where we would not have

to do make-ready, but having four attachers is what is
driving the make-ready costs.

Mr. Austin O. Harris Jr.: Through you Mr. Chairman,
to the witness.

| want to thank him for that response. Just for
absolute clarity, the challenge that CUC ergo DatalLink
has is that the existing poles—as per your testimony
and correct me if | am wrong—are not tall enough to
accommodate the four communication space attach-
ments. So CUC’s/DataLink’s response to that is to
erect taller poles that can also be reinforced to com-
pensate for the extra height, in order to facilitate this
make-ready for telecoms. Is that your testimony to this
Committee?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Some-
times you need a taller pole, other times we may need
to remove electrical equipment and put it like a trans-
former and put it on another pole. There are a variety
of methods that we employ, but at the end of the day
we need to have that communication space a certain
distance away from any of the electrical equipment on
the pole for safety reasons.

| also mentioned the other reason which is,
the more cables you put on the pole, the greater force
you're going to have from high winds and lateral force
tends to break the poles at the foot, so the line has to
be reinforced to take the additional cables.

Mr. Austin O. Harris Jr.: Again, you mentioned that
in your estimation, you're going to need to install as
many as 5,000 new poles in order to meet this need,
but my question is: Of the existing pole infrastructure,
how many of those poles can be used for these com-
munication attachments or do we need to replace a
third, half or two-thirds of the existing poles with taller
poles in order to accomplish the same objective?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): | do
not have that figure. We are just estimating that there
are 5,000 poles remaining that we have to touch to
make-ready for the attachers.

Again, it may be planting a new pole, it may
be replacing the existing pole or it may be rearranging
the equipment on that pole.

Mr. Austin O. Harris Jr.: Just for completeness:
There is the attachment fee and there is a make-ready
cost. The attachment fee which would normally be
charged to the telecom for use of this pole in position
one through four, how does that fee compare in ex-
pense to the make-ready costs?

| do not know whether or not you're prepared
to tell this Committee what an average attachment fee
may cost, as compared to the make-ready cost to
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make that pole capable of having an attachment. | do
not know whether those are commercially sensitive
numbers but if not, then how do the two fees compare
to each other?

[Pause]

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Okay.

| do not know the attachment fee, but | will
give you orders of magnitude for the make-ready. We
may be talking $1,000 plus or minus. It depends on
the pole, but | think it is now averaging $1,000 or
more. So that would be paid to make the pole ready.

Then the attachment fees, | want to say
they're around $7 to $10 per month and that is the
order. | am not whether it is per month or per quarter. |
am more familiar with the old Cable and Wireless pole
share agreement which was done on a quarterly ba-
sis, but that is the order of magnitude.

Mr. Austin O. Harris Jr.: So again, between $1,000
and $1,007 or $1,010 for the complete works is the
expected fee per pole for the telecoms that would
seek to attach on your infrastructure. That is the kind
of money we are looking at, between $1,007 and
$1,010 plus or minus per pole?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): No. |
am a little uncomfortable because | am not sure of the
number but it is a—

Mr. Austin O. Harris Jr.: Itis a ballpark...

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC).:—
ballpark and that would be a monthly fee, whereas the
make-ready is an upfront to get that pole ready. So it
is a one-time up front and then from there, as long as
you're attached for the maintenance of that pole and
keeping that space.

Mr. Austin O. Harris Jr.: Right.

Mr. Chairman, | thank the witness for his tes-
timony.

The purpose of the line of questioning was
simply trying to determine what would be considered
affordable or a reasonable rate to charge the telecoms
for either the attachment and/or make-ready and at
$1,007 or $1,010 per pole it certainly seems to me; in
my mind only, as the cost of doing business.

| thank the witness, through you Mr. Chair-
man.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): If |
may just add Mr. Chairman, on that question.

We try to follow the Federal Communications
Commission (FCC) guidelines because this issue, the
relationship between the electric utility and telecoms
attachers, occurs in the US as well. So the FCC is-
sues guidelines from time to time on how to calculate
fees and what is reasonable in that relationship be-
tween the two. We tend to follow those guidelines.

Mr. Christopher S. Saunders: Sorry, just to put
things in context for the listening public.

In note 9 of your 2019 Annual Statement, the
total cost of your transmission and distribution network
is almost US $431 million. So it is important to recog-
nise that, even if the telecoms is one-tenth of that
cost, you are still looking at anywhere from $40 million
to $50 million in terms of setting up a similar network.

To put things in context, | think this is poor
planning on the telecom side. At one point, the tele-
coms were looking at going everything wireless and
all their technology was based on getting their sites up
and have these massive wireless speed and every-
thing was going to be wireless. That was what they
were basically pushing. Where some companies got
caught out is that one person realised, “you know
what, don’t care how good wireless is, it still cannot
beat fibre”. And you have other companies that went
out and started pushing fibre to the point where
broadband speeds and the Netflix culture, et cetera,
started increasing the need to where they realised that
the wireless technology still could not beat broadband.
The truth of the fact is that since liberalisation, Cable
and Wireless and Digicel combined have made more
profit than CUC as an individual company so these
are profitable entities; they have deep pockets. And,
while |1 may give Digicel a pass for not being able to
offer certain things, Cable and Wireless really has no
excuse in terms of not having this arm out there, for
the time that they have been in Cayman. This is just
poor planning and poor vision.

This is what happens to a company when it is
not spending capital. You are not investing, you are
being sold and there are all of these different owners;
as one witness testified, the minute a company is get-
ting ready to sell, one of the first things they do is cut
capital expenditure in terms of investments. We saw
an advertisement where $30 million was going to be
spent on Cable and Wireless infrastructure and that
has not been done, so from that standpoint | do un-
derstand the challenges. And the truth is that there
are parts of this country where rich people with deep
pockets are getting fibre and a lot of people are not
getting it and that is a problem.

The Chairman: | have two questions based on evi-
dence we were given. Yesterday we were kind of
made to believe by one of the wholesalers that they
own the pipeline from Jackson Point to CUC. | thought
that was owned by CUC.

Cayman Islands Legislative Assembly



18 Thursday, 23 July 2020

PAC Verbatim - Efficiency of OfReg

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Yes, it
is owned by CUC.

The Chairman: Okay; and you accept responsibility
for the cleaning and maintenance of it, et cetera?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): We
are currently maintaining it.

The Chairman: Second question—and this is very
parochial for me—I know we have had this conversa-
tion before: We have a number of old poles in my
constituency that are dangerously close to the road.
You cannot move them, because telecoms will not
take one little wire that goes across the street from
one house, but some of these poles, which you have
cut-off at a certain height because they no longer
have electrical connections on them, are actually in
the side of the road.

Is there anything that can be done to remove
them, both from a safety point of view and from they
just look bad?

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): When
these are brought to our attention especially from a
safety standpoint, we will try to apply pressure to the
telecoms company to have it removed.

The Chairman: | guess one alternative is to just drive
through the district with something high and break
down the wires that go to the poles. You know, we
had to stop one guy with a Mark Il the other day be-
cause he was breaking wires at almost every pole he
crossed.

| would really appreciate it though, from my
constituent’s point of view, if you could do something
about that because from Old Man Bay all the way to
Rum Point, you have a completely new line and all the
old poles are in the side of the road.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): From
Old Man Bay to Rum Point?

The Chairman: Yeah. Thank you.
Are there any other questions? If not | would
like to thank—

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Mr.
Chairman, if | may, | understand the business of this
Committee is important and your time is very valuable,
but if I may just make one statement which | think is
very important and very dear to me: It is about energy

conservation and consumption by consumers of elec-
tricity.

It pains me to see that you can have 5,000-
square foot homes on this Island with electricity bills of
$300 a month—and there are many of them—and we
have budget homes in the developments in Lower
Valley, Savannah, or what have you which are 1,500-
square foot, with bills of $500, $900. | am telling you, |
have seen them; they are not happy customers and
they do not think they can do anything about it. A part
of that reason is, they perceive and the general belief
is that it is all CUC's fault and we are very expensive.

Well, | can tell you that we are very competi-
tive in our pricing, if you compare us to any other is-
land of our size in this region or any other region that
operates as an isolated small electricity system, right
now | am very confident that we are very competitive
next door with Jamaica, Bermuda, Antigua; not Trini-
dad, because they have free fuel.

They also think that our profits are too high
and that is the reason; we do not earn 15 per cent
return. That went away from 2003 and even back then
I would have argued, in the 80s certainly, when you
had 12 per cent interest rates, that 15 per cent was
reasonable. We are currently running around seven
per cent on our return on rate base and that is very
competitive, if you like, from a consumer’s standpoint
for our region and what it takes to attract capital to
invest. We have invested over $600 million under this
license and nearly $300 million in the past five years
alone.

However, there is something that can be done
if we focus on the consumption. Those budget homes,
in my view, every single one should have the blowing
foam in the roof and energy efficient air conditioners.
The additional costs, Mr. Chairman, are maybe
$3,000 to $5,000. If you put that on a 20-year mort-
gage at today's rate, it is $25 per month and your sav-
ings—I do not see why the smaller homes cannot get
down to the 5 cents, less than 10 cents per square
foot for monthly energy costs. That is what they're do-
ing in the $5,000 square foot house. They're taking
advantage of the technologies.

I have called and have spoken to everyone
that | can about minimum insulation standards in this
country. In fact, | have had MLA’s doing the right
thing, calling for constituents who have been discon-
nected in the past for not being able to pay the bill. |
follow up with many of them, just to find out what is
happening and for the majority of them it is the same
thing. You have the conversation, they say—I am not
throwing the developers under the bus but—they were
offered the option and they thought it sounded like a
lot of money, so they did not take it.

However, | think it makes so much sense; if
there is a standard regulation that everyone has to do
it, we will be further ahead. People will have electricity
bills that they can afford, we will have customers that
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are not disgruntled and we can focus on what they
really want, which is reliable electricity service.
| thank you Mr. Chairman.

Mr. Austin O. Harris Jr.: Mr. Chairman—
The Chairman: Thank you.

Mr. Austin O. Harris Jr.: Mr. Chairman?
The Chairman: Yes sir.

Mr. Austin O. Harris Jr.: Apologies sir, but as you
and other members will know, | was elected to serve
on the business committee which, regrettably sched-
uled their next meeting simultaneous to this one and it
begins in 10 minutes. So | ask to be excused from this
meeting so that | can attend another meeting and | will
return afterwards.

The Chairman: You are free to go, we have a quor-
um; we will continue. Thank you.

Once again Mr. Hew, thank you very much for
coming sir. It has been a very informative session and
| think that the public has been well served by you
coming here this morning and answering your ques-
tions so forthrightly and honestly.

Thank you very much sir and have a great
day.

Mr. John Francis Richard Hew, Chief Executive
Officer, Caribbean Utilities Company (CUC): Thank
you, Mr. Chairman and thank you to all the members
of this honourable Committee.

[Long pause]

DIGICEL CAYMAN LIMITED

ADMINISTRATION OF OATHS
OR AFFIRMATIONS

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: | swear by Almighty God
that the evidence | shall give to this honourable Legis-
lative Assembly, shall be the truth, the whole truth,
and nothing but the truth.

The Chairman: Good morning, Mr. Raul Nicholson-
Coe.

First of all let me apologise for keeping you
waiting, but as you would have been hearing, we were
having an interesting discussion with CUC, which |
believe was very informative for the public and we
expect no less from you.

As we said earlier, we are dealing with the Ef-
ficiency and Effectiveness of the Utility Regulation and
Competitive Office report as done by the Auditor Gen-
eral in June 2020. We heard from people who do the

regulating last week and some of them are coming
back tomorrow. We thought it would be in the interest
of the public and also for our edification to hear from
those who are actually being regulated by OfReg as to
what the issues were, et cetera, and what can we do,
particularly, to improve the effectiveness and efficien-
cy of OfReg to those that it regulates.

We want to thank you for coming and we look
forward to an informative session. Once again, | apol-
ogise for you having to wait for 45 minutes.

The rule is that the first question you answer
we would like you to state your full name and position;
that is just for the records of the Hansards. At this time
without further ado, | will invite Mr. Christopher to lead
off with the questions.

Mr. Christopher S. Saunders: Thank you very much,
Mr. Chairman.

To expand on what the chairman was saying:
We are hoping to get a 360 view. We have heard what
the public has to say with regards to OfReg, we heard
what OfReg had to say, and now to some extent, we
are trying to get the views of the licensees or those
who are regulated by OfReg. We are looking to get
something more informational or educational and look
at what we can do to improve the regulatory environ-
ment.

While recognising that you, as Digicel’s repre-
sentative, have a responsibility to your shareholders,
we also have a responsibility to make sure that our
consumers get the best value for money at the end of
the day. With that said, my first question is: Coming
from the ICTA, which has been around since maybe
2003 or 2004 from a regulator standpoint, and now
transitioned into OfReg, have you seen any difference
in terms of the regulatory culture move from ICTA to
OfReg?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Good morning, Mr. Chair-
man, through you. Thank you for the opportunity to
actually sit and speak to this honourable Committee.

| do accept your apology but | understand this
is important work and it is important not only from a
community perspective but from an economic per-
spective.

My name is Raul Nicholson-Coe and | am a
Senior Advisor to the board of Digicel.

To answer your questions specifically, through
you, Mr. Chairman: There has been a transition in
terms of the way the regulatory framework has
evolved. However, the legal and regulatory structure
is still fundamentally the same so the way in which
they manage the ICT sector, specifically, has not
changed that much.

There were specific provisions between the
regulation and the laws that were created to promote
competition. So the infrastructure sharing regulations
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is something that is embedded and forms a critical
and integral part of any liberalisation process. And by
infrastructure sharing, | mean infrastructure sharing to
the point that you share towers, you share duct space,
and you share fibre. Those provisions exist and the
way the law is written specifically is that infrastructure
sharing should be provided in an equitable way, non-
discriminatory manner, cost-based and should be
transparent. So the law exists, | think it is section 71 of
the Regulation.

I think that while the office structure may have
changed, the way in which the regulations were creat-
ed has not changed; so the fundamental regulations
and legal framework to promote competition existed. |
think 2002 or 2003 was when the Law was passed,
the licenses were issued in October 2003 and ser-
vices were launched in March 2004 so the legal struc-
ture exists to promote this.

| think, Mr. Chairman, you have also men-
tioned many times the legal regulatory structure does
exist; it is the way they are applied that needs to be
maybe reinforced or applied more in line with what is
the intent of the law or regulations.

Mr. Christopher S. Saunders: Thank you very much
Mr. Raul.

Sometime last year | noticed there was a
campaign on social media, with regards to Digicel’s
investment in new technology. Can you give us a brief
overview of what that investment was and what be-
came of it?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: The investment was actual-
ly the expansion of LTE services across all three Is-
lands. It is ubiquitous, so all three Islands have LTE
service operating at two different frequencies; the
lower frequencies are in particular areas like George
Town where you have high density buildings so you
need in-building penetration, and the higher frequen-
cies in the outlying areas.

As part of that expansion, we launched a ser-
vice called TDD-LTE which is more of a fixed wireless
solution; that is the service that we are having difficul-
ties with and | would like to address that as well, to tell
you what we are doing to try to resolve that. It was an
expansion of our existing mobile network to provide
better data capacity because as many of you know,
the telecoms companies have gone through a phase-
shift, in terms of revenue mix.

Fifteen years ago, maybe even six years ago,
voice really was king and people communicated via
voice; now, there are many ways in which people
communicate; there is Instagram, Snapchat, and Fa-
cebook, and it is data. Personally, | think, on average |
make a normal voice call maybe once every three
days. Most of my calls are data calls and that creates
another dynamic in terms of how you expand your

network; your networks aren't created to handle voice,
all networks were created to handle voice; the newer
networks are created to handle data and that was the
change, Mr. Chairman—to actually create a more re-
silient, more robust, data network that had more ca-
pacity to be able to handle that demand.

Mr. Christopher S. Saunders: If memory serves me
right, barring satellite dishes, there are still two major
points off Island for telecoms: | think one is the CGFS
that Digicel rents from Cable and Wireless and the
MAYA-1. The MAYA-1 has basically come to the end
of its useful life. The question then is: What are
Digicel’s plans in terms of making sure that they still
maintain connectivity out of the Island, especially go-
ing into North America at really good quality? What is
the plan if there is no solution for the MAYA-17?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Mr. Chairman, through you:
there are the two systems: The CGFS is the Cayman
/Jamaica fibre system and the MAYA-1 fibre system.
CGFS is the older cable system that is actually at the
end of its useful life; it is still in operation and these
things can go on for very long time. What dictates
whether you retire a fibre network, or undersea fibre,
is the actual electronics; the system’s repeaters.

Digicel now has two connections: One that
goes east through the Jamaica fibre system and con-
nects into New York and one that goes west and con-
nects into Miami, so we have physical diversity of ca-
pacity. There is no immediate plan to actually install
undersea fibre network to the US because it is an ex-
pensive proposition and | think, from an economic
perspective, you have to look at it that way; but what
would actually make it even more of an issue is if
Cayman’s economy of changes.

If we decided to go into more tech to attract
more content providers, because the use of data is
not being driven by you and |, it is driven by the con-
tent providers—Netflix, Facebook. If you have seen in
Europe during COVID, the demand was so heavy that
those companies actually decided to reduce the quali-
ty of their offering because a network is not created to
handle the sort of demand that we have seen. What
this has done is actually created innovation and that is
the beauty of the internet. | think it is an amazing in-
vention that has spurred mind-blowing creations.

I mean, Facebook bought WhatsApp for $14.2
billion and they have not made one cent of revenue,
yet WhatsApp is the most ubiquitous and pervasive
messaging platform in the world. | think those invest-
ments, Mr. Chairman, we have to think of. What do we
need, as a country, to be able to take advantage of
future opportunities? International fibre is critical, but
at the moment it is not at a point where it is critical,
where you have to start thinking in immediate terms.
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So, there is not a satellite backup. Satellite
backups were used 15 to 20 years ago and there are
a number of new companies Elon Musk is creating.
He has a celestial and sometimes you can actually
see the satellites, they are spaced quite close togeth-
er; that is a concept that he has launched. | think he
launched, like 80-something satellites six weeks ago
and they create a constellation so they will actually be
able to provide data services but that is not created for
telecoms companies. It is actually created for individ-
uals specifically, to provide access to the internet in
remote areas—places like Africa, where there are
hundreds of millions of people that do not have ac-
cess to data. That is what it was created for.

At the moment honourable Chairman, we are
totally reliant on CGFS and MAYA and | think Flow will
be able to give you more of an indication as to when
they will retire those systems.

The Chairman: | have a question about that.

Both external cables are owned by Flow, do
you have any idea when the last time was that the
terminals here were upgraded to improve efficiency
and effectiveness of the cables? Not being an engi-
neer, it is my understanding that they could do certain
upgrades to the current terminals which would allow
better services and expand the capacity.

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: | am not sure when they
were actually upgraded or expanded.

The Chairman: Okay | will actually ask Flow when
they come.

As politicians, the general feeling that we get
from the public is that the telecom companies seem to
provide their customers with minimum service to get
satisfaction, as opposed to giving them the best that is
available when they apply. They seem to be doing
their investments and the service to the public in a
very incremental way. Is that related to the investment
required?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: No, | think the demand for
broadband inherently, is a best effort; in all countries,
when they advertise it is up to 100 Megs, or up to 10
Megs. The analogy | always use is: think of a road
that is created for 10 cars. If you have 10 cars on that
road, invariably, there will be a slowing in traffic. If you
have one car on that road, you know the traffic will
flow much easier. It is just the physics and the limita-
tions of it.

So, you cannot create a network that is dy-
namic enough to say today, | am configured to handle
10 customers but tomorrow there are 20 customers; |
will give those 20 customers the same great service. It
is impossible; the investment would be significant and

the returns over time would be lessened. | do not think
there is any country in the world that actually has the
ability to flex its demand for service depending on
what they use.

The other thing is with the internet; they call it
a worldwide internet, so Cayman is just one of the
many spurs off of the internet. So, if today | decide to
go on the BBC, CNN or whatever website, and there
is a new story that is topical and people are accessing
it, invariably there will be strain on their servers and
their capacity, and there will be a slowing of access to
that. The only way you could solve that issue is if you
have all the big content providers have a server in
Cayman and then we will access it automatically and
you will get much better services and that is also im-
possible, that will never happen. There are so many
different factors that actually will dictate the quality
and the greatest service that you will get over any pe-
riod of time.

Just to add to that: The busy hour periods on
this side of the world is between 7PM and 11PM. So,
if you access the internet outside of those hours typi-
cally, you get much better service.

The Chairman: Is there a formula that Digicel oper-
ates on that says, | have built this for 10 but when it
gets to 8, | know | need to move it to 15?

As a layman, one of the things that | do not
understand is, | am paying for 10, but getting six and
the technician comes to my house and runs a test and
he gets seven or eight and he turns to me and says,
“Well, Mr. Miller, what you really need to do sir, is to
pay for 25.” | asked, “But, how are you going to give
me 25, when you cannot give me 10?” And he says,
“Oh, no sir, we just turn the screw up.” | mean figura-
tively, that is probably not what they do; but certainly
that indicates to me that they have the capability to
deliver what | am paying for.

It really perturbs me that the constant com-
plaint that | get from many of the customers in my
constituency—I do not know about other people—is “/
am paying for something but | am getting less and
there is nothing | can do about it. When | call the
technicians they blame it on the weather, they blame it
on thunder and lightning.” So, what is the situation?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: There are different grades
of service and normally residential service is best ef-
fort. So, businesses will purchase a dedicated internet
access service and they’ll purchase 10 Megs and that
is what they'll get. So it is possible, it is just that the
cost will actually be more to actually create the net-
work to be able to handle everyone using the internet
at the same time and getting the speed that they con-
tract for.

Inevitably, Mr. Chairman, the broadband ser-
vice that you or most residential customers will use at
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home will actually be best efforts, but in businesses,
because there are mission-critical services on those,
they purchase a dedicated internet access which
says, ‘| am purchasing a road for my data and that
data is reserved for me only at whatever point of time
that | am going to use it.” It is possible, it is just that it
is costly and until you get the major economies of
scale to allow for the cost of that capacity to be much
lower, then it may be cost-worthy.

If | use the voice analogy, in 2003 the cost of
a voice call was exorbitant. The cost of a voice call
now is lower, so the regulator went through a long
exercise to do a fill rate model which is a forward long
run incremental costing model, and they then dictated
what the cost of delivering one minute of voice traffic
would be on the network. That is something that the
government did on the voice side and on the data side
we continue to see prices dropping. So, the price that
we paid for internet service five years ago is much
less than the consumer pays now.

The Chairman: As a customer, | would prefer if in-
stead of charging me $10 for 10 and | only get six, you
say you are going to charge me $12 and | am going to
get 10. | mean, | am sure that nobody would go into
Fosters and buy bread and allow the manager to take
half of it before we actually get out the door. It is
something that | would hope the industry and OfReg
would try to find a way to regulate, so that the residen-
tial customers get better service than they are getting
right now.

Mr. Bernie A. Bush: Through you Mr. Chair.

| am going to ask a simple question in a sim-
ple way so the listening public can get an understand-
ing. The same thing that the Chairman complained
about is what many constituents have said, 1 am pay-
ing for 10 or 12 and when you check it out | am not
getting near that.” What has to be done? When will it
be done that we will get what we are paying for?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: The networks inevitably are
created to provide the service that you are contracted
to do but it is a best efforts network. It is just the way
networks are developed and it is not something that
Digicel or the other providers actually purposely do;
the networks are created that way.

Even the mobile networks, they create the
network based on a certain user profile and certain
demand profile. So if one customer contacts they will
get the absolute best service, if there are multiple cus-
tomers on the network then they will get a lower
bandwidths or lower download speeds. In order to do
that, there would have to be significantly more invest-
ment in terms of creating bigger capacity networks,
but then the cost actually will have to be factored in as

well, because you have a network that is not being
fully utilised perhaps 60 per cent of the day.

So from an economics perspective, you have
to think if it is the best use of capital-spend, or should
we spend it on innovation and create new services. It
is a process that has to be followed to ensure we get
the best quality service for most of our customers. |
would say it would be an impossibility to create a net-
work that every customer will be able to get whatever
they contracted to unless they pay for that. It would
become expensive if the networks were created that
way.

Mr. Bernie A. Bush: Okay.

Mr. Chairman through you, so what you are
saying is the time has come for you all to invest some
of the money that you have been making so much and
we are not getting what we are paying for. Is that sim-
ple terms to put it?

It is time for you all to invest some money in
something good, because we know what we have
been paying for and we know what we are not getting.

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Right.

No, | do not think it is that. This is an issue
with telecom networks throughout the world. It is just
the way they are developed. It is not developed to
have 20,000 users. | always use the analogy of roads,
which is like the best analogy because you cannot
create a road based on everyone being on the road at
the same time.

Regarding investment, we do invest. We in-
vested a lot last year and we continue to invest yearly,
and that is the other thing with telecoms, Mr. Chair-
man. Telecoms is not like real estate where you put a
building up and you will continue to reap the benefits
from that capital investment; you continue to innovate
and every year the manufacturers come up with a new
5G, 6G, 7G and you have to be able to continue to
invest in it—it is a capital-intensive industry.

It is possible, Mr. Chairman, to do what is be-
ing asked in terms of giving everyone the service, but
| would challenge anyone to go to any country, even
countries that are completely wired fibore—South Ko-
rea is a prime example. | would challenge anyone, if
they contract for a service, that throughout the day
they will get the same service because like | said, it
depends on what you are accessing, the country that
you are accessing, the server that you are accessing,
and the State that you are accessing the information
from. There are various elements of a speed test that
are not indicative of whether it is the last mile creating
the bottleneck or whether the bottleneck exists else-
where.

The internet is the largest network. It is almost
like a neural network; you do not know where you are
accessing. So today you may access a particular
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website via a particular, two seconds after that you
may go all the way to another country and come back
to that country because of the mesh networking which
is created. So, it is not as easy. You would have to
then say, we create the network here and every other
provider that we interconnect to also have to create
the network to maximum capacity.

So, it is not that it is impossible but it would be
an extremely difficult process to actually be able to do
that across the board for everyone accessing every
site.

Mr. Christopher S. Saunders: Through you, Mr.
Chairman.

Have you guys done any study with regards to
your contention ratio or anything like that?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Yeah; contention ratio is
normally four to one depending on the service. On a
dedicated internet service it is one to one.

Typically on ADSL, which is old copper tech-
nology, it was higher; it was like 15 or 20:1. So, con-
tention ratio is one way of actually looking at it but al-
ways, when people say, “Oh, | did a speed test and |
did not get it”, | say what site did you access when
you got the speed test? What country did you connect
to? Because if we did a speed test to a server here,
more than likely you'll get a much better download
speed, Mr. Chairman, than if you connect it to a server
in Miami because it literally has to go to Miami and
come back down. So, what we typically say is do the
speed test to a server in Cayman and that would then
tell you what the true local capacity is, not to a site
that is in the US because we have no control over
that.

Mr. Christopher S. Saunders: Sorry, you said your
ratio is 4:1?

The Chairman: Can your company provide your cus-
tomers with a way to test their speed directly to you?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Yeah, yeah; we can.

The Chairman: Okay.

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Yeah; so the contention
ratio varies, Chris, depending on the service.

Go ahead, sorry. Oh, Mr. Chairman, sorry
yeah.

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: The Chairman: What is a
contention ratio? Are we getting ready to fight?

[Laughter]

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: No, no, no.

From a technical perspective, it is saying if |
have one mega capacity to US, | can sell up to four
Megs if it is 4:1. So you are allowed to say 4:1 based
on usage profile, you could actually sell more of the
capacity that you have to the customer. If all custom-
ers access it at the same time—if it is 4:1—they'll get
25 per cent of what they contracted, but if only one
customer accesses it, then they will get the highest
capacity and that is how all telecoms networks are
created and this has been from Alexander Bell’s days.
That is just how it is.

So, it is not a contention ratio, no; not in the
true sense, maybe in the esoteric sense.

Mr. Christopher S. Saunders: The reason | asked is
because, as Raul rightfully said, it does impact the
quality of service. A perfect example using cell sites:
back then, some sites could take 900 to 1200 calls at
one time and there are times when you are stuck in
traffic and you are moving from one cell site to the
next and then the call will drop because the site that
you are moving on may not have space.

Another good example is sporting events
where if you have something at, say, the Truman
Bodden Field, the cell sites there are not designed for
the maximum capacity of Truman Bodden, so some
cell companies would bring in something called a
C.O.W. (Cell on Wheels) to increase capacity just be-
cause you have people in that one area that is now
past what the normal limit is.

The reason | asked the contention ratio is that
many people have always complained about speeds.
As he said, if you test your internet speed at 2 o'clock
in the morning it is normally going to be much faster
than say, 6 or 7 o'clock in the evening, because many
people will be off. | think that is one of the things that
the regulators need to look at, because it does impact
quality of service. That is why in many cases, people
would buy 15 and end of getting 10 because it de-
pends on what time of the day it is. Some days when
you run the speed test it is even worse, so it varies.

It was one of the things that came up during
COVID, especially where people who were normally
using their fast internet at work in the daytime were
stuck at home with other people trying to do the same
work—the network was not built for it. Seeing that
COVID changed this, in that some organisations have
chosen for some people to continue working from
home and therefore, the old profile has changed, what
is Digicel looking to do differently now? What studies
or investments have been done since to anticipate this
new normal?
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Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Mr. Chairman, through you:
The reason it is called a mobile network is that it is for
mobility, so when you have people in a particular area
using that resource over an extended period of time it
is not created that way. That is why cell network are
called ‘handoffs’, because it is literally three cells—
you move from one cell to the other if you go around
the tower. As you drive, it is a mobile network, you just
hand off to the other cell.

So specifically on capacity, what we have
seen pre-COVID and post-COVID, obviously is the
use of data increased exponentially. What we have
seen since a percentage of people have gone back to
work is that usage now is actually in line with what it
was pre-COVID but the network that we have invested
in, which is TDD LTE, is actually to provide a much
better service. Unfortunately Mr. Chairman, we have
25 of those sites, and we are experiencing interfer-
ence on the site that you are on. We have brought in

[Inaudible interjection]

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: | know... It was not at all
because you and | have had discussions on this. It
definitely was not deliberate, clearly we would not be
that cunning but what has happened is that it is inter-
ference and we brought in special equipment to try to
identify the frequency. Because it is radio frequency, it
can interfere with harmonics from other frequencies—
and it is a high-power frequency that we are seeing.

We actually worked with the regulator and
other operators and they have shut off their network to
finally find the exact location the interference is com-
ing from but it is only your site, sir, and the engineers
are on it. | actually texted them yesterday and they are
trying to identify this. When it is resolved clearly you
will see a much better service but that is part of the
development; it is to find a solution that actually will be
able to get greater service.

You know 5G is not in Cayman but it is in oth-
er countries and invariably Cayman will follow that.
Also, 5G is the ultimate data mobility. It actually was
not created for mobile services but for autonomous
vehicles. If you think about an autonomous vehicle
having to be able to communicate at millisecond
speeds, hurtling down the road at 40 miles an hour,
the amount of data that that needs to send back and
communicate and be able to remain in its lane and
also be able to stop. It was created for that and for
medical purposes.

So, the speeds that you get now, even on 4G
LTE I can get speeds of like 90 Megs on my phone if |
am the only person on the cell site. So, 5G is what
Digicel is looking to do but to go back to the other part
which | started out, about infrastructure sharing. Infra-

structure sharing on the mobile network has hap-
pened since 2003; all our cell sites are created to al-
low for at least three providers to actually have their
antennae on the sites.

In order to be able to have broadband and fi-
bre, we have to look at how we can extend infrastruc-
ture sharing to other aspects—from duct sharing to
dark fibre sharing. All those things are available to the
regulator to be able to expand the use of fibre broad-
band and others, throughout the network; because
there are areas where fibre is easily implemented and
the capital expenditure (CapEXx) is relatively low, but
there are other areas where a wireless solution works
just as well. Even in the United States, wireless solu-
tions are being used in remote areas, so that is what
we are looking at now: expanding the wireless propo-
sition using TDD LTE.

Mr. Christopher S. Saunders: Earlier you mentioned
CapEx. What was roughly the total capital expenditure
that Digicel would have undertaken in, say, the last 10
years?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: In the last 10 years?

Mr. Christopher S. Saunders: Yeah.

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Last year was $6 million; it
is every three years, so | would say it was about $25
to $30 million.

Mr. Christopher S. Saunders: Yeah, in the last 10
years? Okay.

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Well, it would be $40 mil-
lion in the last 10 years.

Mr. Christopher S. Saunders: Yeah okay.

One of the things | want to touch on that has
been a sore point for many people has been roaming
costs. What is being done? | mean most of these tele-
phone companies literally—

[Long pause]

Mr. Christopher S. Saunders: Pay a flat fee in terms
of roaming but for whatever reason, it remains one of
the highest things on people's bills. What are Digicel’s
plans to deal with the high roaming costs that people
still seem to be getting hit with?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Well, roaming is going in
some jurisdictions; in Europe actually there are no
roaming charges. We do have a roaming package
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called ‘Roam like Home’ if someone travels to the US.
You pay a monthly fee and get a certain amount of
data; you do not pay per usage and you also get free
incoming calls. Many companies in North America are
actually adopting that model as well, where you pay a
set fee and you get a certain amount of data while you
are traveling, it would actually appear like you are at
home.

When you are in Cayman, you get a voice call
and you actually do not pay for that call; now you have
it in the U.S. You pay a set fee, go to the U.S. and you
get a certain amount of data and can actually receive
calls. We have not gone to the unlimited model yet.
The market will dictate that and | think invariably that
will happen.

Mr. Christopher S. Saunders: Speaking of the mar-
ket dictating, one of the biggest problems with roam-
ing is the fact that the Caribbean carriers actually
charge more than the North American carriers. The
reason for that being is there are more North-
Americans coming here who would be roaming than
Caribbean nationals going there, so to kind of borrow
the term, you just ‘pop it off’ with the tourists.

No, no, | am being realistic; so from that
standpoint, are there plans for that model to change
where the Caribbean is actually looking to maybe
lower the rates that they are now charging the North
American carriers to some extent?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: It is actually in the reverse.
You are saying the tourists pay more?

Mr. Christopher S. Saunders: What | am saying is,
why it was expensive to begin with was because we
set the rate high because there were more tourists
coming here, so in the Caribbean we could make
more money off the tourists than the Caribbean na-
tionals going over there. So by having a higher rate
and having more customers from their side coming, it
was in the Caribbean's best interest to charge them
higher roaming rates. However, when we set that rate,
they in turn had the same for our people going on the
other side too.

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Mr. Chairman, through you.

The market does dictate that, and | think what
the North American and Caribbean companies have
realised is that we are no longer competing against
each other; we are actually competing against the
over-the-top services. So if someone arrives in Cay-
man and they find a Wi-Fi hotspot at a coffee store,
they'll make a call on Wi-Fi; they do not need to make
a roaming call. So inevitably, the telecom companies
will have to say ‘I have to price my service to make it
easy for a customer traveling that, instead of looking

for a Wi-Fi network, they will just turn on their mobile
phone and use it as if they're at home.’

That is what | mean when | say that the mar-
ket will dictate it because the internet is just an amaz-
ing thing. | think telecoms went through it in its first
phase where revenues invoice just kept dropping but
the internet has created so many other things: The
world’s largest hotel company does not own hotels—
right? It is Airbnb. The world's largest taxi companies
do not own taxis, and that is why the internet is such
an amazing thing. It gives countries like Cayman,
which has a strong legal framework, a strong regulato-
ry framework and extremely good services, an oppor-
tunity to take advantage of this new economy.

| think it is great that this Committee is actual-
ly looking at what else we can do to help to take ad-
vantage of this. That is what | meant by the market
dictating.

Mr. Christopher S. Saunders: A few months ago |
saw Digicel’s financial problems, has that been settled
to some extent now?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Yes, there was a refinanc-
ing of the Bermuda entity that basically reduced the
debt burden by $1.5 billion. It has been fixed from that
perspective, yes.

The Chairman: Is Digicel going to remain in the wire-
less stuff on the eastern districts? The reason | am
asking is because one of the issues that ICTA has
flagged as part of the problem is getting fibre cables
out to the eastern districts and everybody's blaming
everybody and nobody is really trying to get it done.

Is Digicel going to stick to the wireless and
upgrade their wireless coverage of those areas, as
opposed to trying to find a way to get fibre or cable out
there?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Well, | think it is both. |
think the initial phase is to expand the wireless net-
work but the ultimate solution would obviously be to
have fibre.

However, you have to think economically, you
go into the eastern districts or more rural areas you
have to have access to ducts and | think, from an
economic perspective, that an island the size of Cay-
man should not have four operators laying four differ-
ent duct banks or fibre optic cables up to East End.

In most developed countries they have used a
method by which infrastructure sharing is utilised. The
regulations exist; | think it is section 71 of the regula-
tion that states, specifically, that infrastructure sharing
is actually mandated to a reasonable level.

For example—and this is an extreme exam-
ple—if a provider has a server and the other providers
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want to use that server, you would not force that pro-
vider to share the server. However, if they had infra-
structure that could be shared in an equitable, trans-
parent and cost-based way then you should use it be-
cause economically, if you think of it, it may cost, say,
$30 million to lay fibre. If you have four providers do-
ing that, that is $120 million.

In my view, that is not an appropriate way of
spending CapEx that could be used to do other things.
So, the regulations exist to do that, and | think if they
are enforced then you will get more fibre in the areas
where the economic modelling or business case may
not justify laying fibre to all the households.

The Chairman: Again, | am not an engineer but years
gone by when | saw what used to be Cable and Wire-
less pulling a cable through a duct, it was almost the
size of my arm.

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Right.

The Chairman: What we are talking about now, as |
understand it, where a fibre cable is the size of my
little finger, | would think that if you are taking out a
cable the size of my arm there should be enough
ducts left to put in enough fibre in that same pipe, just
based on volume that is available and volume being
replaced.
Why is it so difficult to get it done then?

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: To answer the specific
guestion that you made, in terms of the size and the
dimension of the cable, you are correct. Those old
cables are copper cables. Fibre optic cables now are
a fraction of the cost; and not only are they a fraction
of the cost, but within that fibre cable you can have up
to 48 or 64 fibres that can carry trillions of data every
second.

The regulations exist to actually do exactly
what you said. | am not sure why they there is reluc-
tance but the regulations exist so if the regulator de-
cides, ‘we need to understand exactly the capacity...’
and it is not only from Flow, it is everyone. ‘Tell me
what capacity you have in your ducts’ and you have to
be open and transparent with it, literally. You cannot
hide behind ‘oh well, | have a 15-year plan for this.’ If
you do not, then you should be allowed to be able to
use it and allow others to use it.

On the mobile side—and | was involved from
the beginning in 2003—when we made a Planning
application for a tower, we met with Planning and they
asked, ‘s your tower capable of handling at least
three providers?” And you had to answer in the af-
firmative.

You then had to provide a price for the other
providers to actually sit on the tower because if not,

we would have had many more towers than we have
now, and that was the reason for that; people wanted
to reduce the number of towers. The reason we were
able to do that was that the regulation existed back
then and it still exists now. So, in my view, there is
nothing preventing it; | think it is just the way it is ap-
plied.

[Pause]

The Chairman: Thank you very much for coming. We
certainly enjoyed the conversation and | hope | can
get my little issue resolved soon.

Mr. Raul Nicholson-Coe, Chief Executive Officer,
Digicel Cayman Limited: Yes, obviously. | hope so. |
wish | did not have to tell you this in the Public Ac-
counts Committee; | wish it was over WhatsApp but
yes, | am hoping for it to be resolved as well.

Thank you so much for giving me this oppor-
tunity. If there is any time that the Committee wants
me to come and speak about these things it would be
my pleasure to do so.

Thank you and have a good day.

The Chairman: Thank you.
The Committee is suspended until 1:30 p.m.
Thank you.

Proceedings suspended at 12:03 p.m.
Proceedings resumed at 1:38 p.m.

The Chairman: Let the record show that we have a
quorum and | would like to call the Committee back to
order and invite the Deputy Serjeant-At-Arms to bring
in the witnesses who are in House and to ask the Ser-
jeant to bring the ones who are coming in by Zoom.

[Pause]

FLOW CAYMAN
(CABLE & WIRELESS)

ADMINISTRATION OF OATHS
OR AFFIRMATIONS

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): | swear by 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 truth.

Mr. Giosino Colaiacovo, Finance Manager, Flow
Cayman (Cable & Wireless): | swear by Almighty
God that the evidence | shall give to this honourable
Legislative Assembly, shall be the truth, the whole
truth, and nothing but the truth.
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Mr. Rob Mayo-Smith, Business Consultant, Flow
Cayman (Cable & Wireless): | swear by Almighty
God that the evidence | shall give to this honourable
Legislative Assembly, shall be the truth, the whole
truth, and nothing but the truth.

The Chairman: Good evening.

| would like to take the opportunity to welcome
Mr. Daniel Tathum, Mr. Giosino Colaiacovo—or what-
ever that is supposed to be and Mr. Mayo Smith in the
Chambers. On Zoom, we have Mr. David Burnstein
and Ms. Kecia Taylor—I only see one person.

Thanks for coming.

As you would have been made aware, this af-
ternoon we are dealing with the Office of the Auditor
General's report on the Efficiency and Effectiveness of
the Utility Regulatory and Competition Office (OfReqg),
on a report done in June, 2020. The purpose of you
being here is that last week we had the people who do
the regulating and this week we decided to invite the
people who are being regulated so that we could hear
from you all as well.

The rules are: The first time you speak, give
your full name and your position, so that it is recorded
properly in the Hansard.

| will invite Mr. Chris to lead off the questions.

Mr. Christopher S. Saunders: Thank you Mr. Chair-
man.

| just want to thank everyone for attending this
afternoon. To expand on what the Chairman said, the
purpose of this session is informational and educa-
tional; it is not meant to be adversarial or confronta-
tional. We are just trying to get a better understanding
of what can be done to make sure that we have a
regulator that is more effective and efficient.

With that, | just want to start my first question:
Having transitioned from the ICTA which was around
2003 or 2004 prior to OfReg being created, what have
been your experiences now with ICTA versus the
combined OfReg? How have you guys found that
transition? Has it been the same, has it been better or
can it be a little more effective? Give your general
views. Thank you.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): My name is Daniel Tathum. | am the
business-to-consumer commercial director for Cable &
Wireless or Flow.

Through you, Mr. Chairman: To answer the
question, we find that OfReg has been pretty much
operating the same. | guess when we look at ICTA
before they tend to probably be a little bit faster in ac-
tually delivering some of the services that they pro-
vide, in terms of regulating us. So, operationally
they've been pretty much the same but there are

some areas where we think there can be improve-
ments.

To give an example: We started our licensing
framework process two years ago and that has not
been completed yet. They did a significant market
study as well and it is going on three years and that
has not been done yet. Things like that are important,
but in terms of the interaction and the day-to-day
management of OfReg, it has been pretty much the
same. And they have been, you know, cooperative in
working with us for those times.

Mr. Christopher S. Saunders: Thank you very much.
| actually took the liberty—no pun intended—
of going through Liberty Latin America Securities and
Exchange Commission (SEC) 10-k filing for 2019.
Under your regulatory matters, | just read it to put it in
context for you and the listening public, it says:

“As the incumbent telecommunications
provider in many of its jurisdictions, C&W is sub-
ject to significant regulatory oversight with re-
spect to the provision of fixed-line and mobile te-
lephony services. Generally, in these markets,
C&W operates under a government issued license
or concession that enables it to own and operate
its telecommunication networks, including the es-
tablishment of wireless networks and the use of
spectrum. These licenses and concessions are
typically non-exclusive and have renewable multi-
year terms that include competitive, qualitative
and rate regulation. Licenses and concessions are
scheduled to expire over the next two years in
Jamaica, the Cayman Islands and Turks and Cai-
cos Islands. We believe we have complied with all
local requirements to have existing licenses re-
newed and have provided all necessary infor-
mation to enable local authorities to process ap-
plications for renewal in a timely manner.”

You said you started this process two years
ago and your license is subject to expire in the next
two years, have you received any feedback?

The fact that it is actually included in your 10-
K filings with the U.S. SEC shows it is something of
great importance to your organisation. Have you guys
received any feedback yet, with regards to the delay
and why that license has not been renewed as yet?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Through you, Mr. Chair, point of correc-
tion: We had a one-year extension and that extension
was extended again this year. The feedback we got is
that they are looking at this significant market study
that they are doing, before they can conclude the new
license framework.

Mr. Christopher S. Saunders: The last part of that
statement reads:
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“In addition, in some of the (Eastern Car-
ibbean Telecommunications Authority) ECTEL (as
defined below) states we are operating under ex-
pired licenses and have applied for renewal of
such licenses. We expect that such licenses will
be granted or renewed, as applicable [...]”

So, currently you guys are operating under a
one-year extension; that carries you to what time peri-
od?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): My Chief of Regulatory is on here so |
would refer that question to him so he can go a little
bit more in depth; David?

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: Good afternoon, Chairman. My name is Da-
vid Burnstein; | am Senior Manager of Regulatory Fi-
nance for Flow. | just want to confirm if you hear and
see me.

Mr. Christopher S. Saunders: Yes, we can hear you
and we can see you.

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: Okay great.

OfReg initiated a public consultation to review
the license templates in June 2019 and that proceed-
ing is a prerequisite to renewing the licenses of each
operator; all of which have expired. That proceeding,
as | said, is outstanding and we do not know exactly
when it is going to conclude therefore, we do not know
when our licenses will be renewed. We do know that
currently our license is set to expire at the end of De-
cember of this year.

Mr. Christopher S. Saunders: This license that you
have right now was that the 15-year license that was
issued? What was the timeframe for the license that
you are currently operating on?

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: Yes; the license was initiated in 2003 and
expired July 2018, and since July of 2018 it is been
continuously extended by OfReg.

Mr. Christopher S. Saunders: Okay.

We have OfReg back here tomorrow but have
they identified what the contentious issue may be or is
it just a matter of timing?

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: | think that is a question for OfReg to answer.

My understanding is that they believe the li-
censes need to be updated and streamlined to make
them current, and so they have initiated a public con-
sultation to do that but they have received comments
on their proposals that are causing them to re-
evaluate the reforms that they are making. | believe

that is slowing them down but | think that is a question
to OfReg as to why this is outstanding over a year
now or two years for us.

Mr. Christopher S. Saunders: Well, we will definitely
raise that with them tomorrow; that much | can assure
you. | know they are watching too, so that is fine; at
least they know that question is coming for tomorrow.

| noticed that with the transition Liberty Latin
America, | believe, is now the owner of Cable and
Wireless Cayman; is that correct?

[Pause]

Mr. Christopher S. Saunders: Okay.

Has there been any shift in terms of priorities
that became different between Liberty's core values,
core vision or what they want to achieve as a compa-
ny versus the legacy? Where would you like to see
this business go?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Well to answer that question: Since we
have been purchased by Liberty, we have been mov-
ing more in the direction of their areas of strengths.
For example, this year we purchased IT Outsource
which gives us a little bit more reach within the com-
munity.

Liberty is always looking to enhance offering
to the customers to our customers and in fact to
streamline our businesses and this was one of those
moves that we made just recently. Liberty has been
good for the business and in fact, good for Cayman as
well. So the culture change that you speak to has
been a positive one.

Mr. Christopher S. Saunders: Well, thanks. | am
happy to hear that.

| could not help but notice with a little bit of |
guess political jealousy, to some extent, when | was
going through your SEC filings on page 10, it looks at
the different maximum download speed being offered
in some region: Panama is 1,000 Megs, Jamaica is
150 Megs, Bahamas is 300 Megs, Trinidad and Toba-
go is 500 Megs, Barbados is 1,000 Megs and other
C&W 100 Megs, Chile is 600 Megs, Costa Rica is 200
Megs and Puerto Rico is 500 Megs.

| am assuming that Cable and Wireless is in
that other C&W. With that said, broadband speed has
been one of the biggest contentious issues within the
public, and | think a few months ago there was even a
report that Cayman was the 13" most expensive
country in the world, with regards to broadband
speed, in terms of what they're paying for and what
they're receiving. With that said, what is Cable & Wire-
less eventually looking to get to, in terms of speed and
what kind of prices can we expect? What is the future,
in terms of where we are going with broadband?
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Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Mr. Chair, through you. Last year we
introduced 100 Megs broadband speeds and our
watch all TV package at $159. This year, and | am just
going to put that out there, we just introduced our su-
perhero package which is 200 Megs broadband speed
and our watch all TV which is 152 plus channels. So
we are continuing to increase our speeds.

If you look back chronologically from 2004 to
now, we brought our prices down on per Megs price
from around $71 per Megs to right now where we
stand is about 162 per Megs. If you look at our 200
Megs package—the superhero package that we got
now—in essence it is $1 per Megs right now, plus TV
for free.

It is our goal to continue to meet the demands
of our customers because we are market driven and
as we expand in the different areas with our fibre foot-
print we will continue to offer these speeds but right
now in our fibre footprint, we are offering speeds of
200 Megs and on the copper side of the fence it de-
pends on how much they can get. Some customers
can get 100 Megs and some can get 70 Megs. It is all
dependent on the physics.

Mr. Christopher S. Saunders: There are some parts
of the eastern districts that are already getting these
speeds. | am going to say Bodden Town and | am go-
ing to be a little more centred and say Bodden Town
West, but exactly when can we expect to start getting
those levels of service out in the eastern districts?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Well right now in the eastern districts we
passed almost 700 homes already over there with our
fibre optic networks. What we tend to do in terms of
the build out, the approach that we have been taking
is, the areas where we have a lot of complaints and
slower speeds, we tend to build them out as a priority.
So because of copper and the physics related to that,
those that are further away from our exchanges, we
tend to build those out first.

Last year we passed Cayman Kai because
the average speeds in that area at the time was under
20Megs and we had people looking for more because
once we launched our TV product the TV occupies
space on the broadband line. Therefore, in order for
us to deliver the service we had to do one of two
things:

1. Increase the capacity of the line (and we can-
not change the physics) or

2. Put the fibres in and we start putting fibres
there.

There were some areas in North Side and an
area called Further Road is a good example where
people live far in the land and instead of us going in

there and trying something different with the copper
cabling that we had, we decided to put fibre in there
and now those customers are all served on fibre.

Mr. Chairman, we continue to expand our
network as customers demand it. Listening to the pro-
ceedings of this honourable House over the last cou-
ple of days | clearly understand where you guys are
coming from; and it is our duty to continue to expand
out. So, for the honourable member, we are expand-
ing and pushing east. COVID has delayed some of
that but we continue to push east.

Last year we passed some 700 homes in the
Savannah area and it is our intention to continue to
push east.

The Chairman: You said that you connect people in
the eastern districts according to their demand on fi-
bre.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Yes, sir.

The Chairman: Is that why people in Cayman Kai and
the richer areas have fibre but the people | represent
in North Side, Old Man Bay, and Hutland cannot get
anything?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Actually Mr. Chair, we have an applica-
tion in front of us now with DataLink to actually go into
the Hutland area.

The Chairman: You see, you are sending me further
down the road again.

[Laughter]

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): No, no, no, not at all.

So because we are the only provider in that
area, there are some requirements that they have of
us: That we need to change lower cables on the
poles, change the locations of some of the poles, and
then we have the make-ready costs that we need to
pay them to get the work done. | am just talking to our
engineering team about that and see where we are,
because this has been in front of them now for several
months; since we finished Cayman Kai in February
last year.

We will continue to buildout North Side. Like |
said, we did Further Road and that was the first one
we did and then the Hutland area being far away from
next year...

The Chairman: Again, how many houses are there
on Further Road, five or three?
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Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): | think there was more than that.

The Chairman: | go down there regularly and | do not
think that the service that they're getting right now is
much better than what they were getting when they
had copper, but | know one particular person who
lives down on Further Road...

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Well, okay.

Just to share with you, there were several
customers in there who we had to provide service
over our mobile network because they wanted speeds
higher than 10 Megs. In order for us to keep the cus-
tomers happy—I think we have somewhere in the re-
gion of about 11 customers there—instead of us re-
running copper cables to a place where we know had
issues with copper before we took the opportunity to
put fibre in, which is cheaper to put in, but at the same
time there were several poles that we had to make-
ready.

The Chairman: Okay and you are feeding them from
the North Side exchanges by the graveyard?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Yes.

So we have a new fibre node, if you will, in the
North Side exchange there now.

The Chairman: It is my understanding that you have
fibre by the Ronald Forbes playing field and I've been
trying to get connected now for three years and | can-
not get connected and | am less than 300 feet.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): So Mr. Chair, to explain that, we have
what we call a fibre to the curb solution, which right
now by the play field is fed from a fibre to the curb
solution.

In other words, we have a mini exchange, if
you will, outside the gates of the North Side playing
field and from that—again, the whole idea here is to
defeat physics—limit the loop length to each one of
our customers. For example, persons in the area that
you live can get speeds in excess of 60 Megs right
now.

The Chairman: Are you sure of that? Personally, | am
paying for something that | am not getting.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Well, we can have a discussion about
that after for sure.

The Chairman: | am only using myself as an exam-
ple, but this is the complaint that | get from my con-

stituents all the time; Mr. Arden McLean gets it from
his constituents all the time, and Mr. Chris gets it from
his people in Bodden Town West all the time. We are
not getting what we are paying for and your technician
comes to my house and | asked him, “Why am | pay-
ing for 10 and | am only getting 6?” He looked at me
and said, what you need to do sir is to pay for 25 and
you get 10”. And he told me the truth. | asked, “How
can you do that?” He said, “We just turn up the
screw.”

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Well, | am going to put a correction
there: Right now the average line rate in North Side is
30 Megs, in East End it is actually 40. Just a couple of
days ago we upgraded the MSAN, as we call it, by the
East End playing field so people there can get higher
speeds during peak time, in case there was conges-
tion on the lines.

In your particular area Mr. Chair, | assure you
that customers as close as you are can get up to 60
Megs.

Now, when we talk about speed it is a subjec-
tive thing; with each house that we install or service,
we do what we call a “birth certificate” and before we
leave we actually confirm the speeds. However, if you
are working on Wi-Fi or you are speed-testing on a
server that is not in Cayman—which we have our own
Ookla server here that you can speed test to—you will
get a different speed. Some customers have been
speed testing in servers in Jamaica or Key West,
when they go on Ookla they pick up those servers so
they will get a different type of speed.

In terms of the Wi-Fi coverage in homes that
is another issue. Wi-Fi actually causes problems at
speeds because if you connect directly to the boxes
you will see the speed which you pay. Wi-Fi is de-
pendent on the number of devices in your home. It will
determine the speed that you get.

A lot of people today, and we have seen that |
guess more so throughout the COVID time because
we did free upgrades to thousands of our customers
so that they could continue to work from home. One of
the things we realised is that, with everyone in the
house using the internet at once, the speed obviously
comes down and people do not realise how many
connections they do have—each mobile phone, smart
Alexa box, smart thermostat and camera is a connec-
tion.

So, sometimes the customers speak to us and
we say, “Well, you have 22 connections in the home”
and we go through and list them, because each TV
box over the top box that they have is a connection.
With our TV it is not like that; we have a separate
VLAN, a separate circuit if you will, that our TV is de-
livered over, which does not cause the problem, but
for each connection they have in their home—and
most people have two or three TVs—they have a

Cayman Islands Legislative Assembly



PAC Verbatim - Efficiency of OfReg

Thursday, 23 July 2020 31

problem with congestion. What | would say to cus-
tomers out there who are listening is that if you are
having problems with your broadband speed, speak to
us.

Again, during the COVID period, we realised
that many of our customers subscribe to our lower
plans, which we knew before—hence the reason we
went and gave people free upgrades—and it worked
for a lot of our customers. Those customers who had
issues, we actually fixed the problem. To that end, we
just purchased a new broadband copper modem that
allows you to install two lines to the house so that you
can get about 75 per cent more speed than you were
getting on the original line. So there are things that we
do.

The Chairman: Yeah. What does Cisco have that
they have put in by the civic centre for everybody to
get free Wi-Fi that seems to be a lot better than what
you have? What is it that they have put there that you
are not prepared to install in North Side?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): So that is an interesting question, Mr.
Chair.

We are actually the broadband providers be-
hind the setups in all of the civic centres in Cayman.
So, in working with OfReg—and this is one of the
good things OfReg does—we are the service provider
that is powering the internet for each one of those civ-
ic centres. We partnered with them; we provide
broadband speeds in excess of 30 Megs in some
places, more in others depending where we have the
fibre. What they have done is no different, they are
using our broadband. | think that might come back to
the point that | made earlier, it is the Wi-Fi piece that
is different. So, if you have a more expensive Cisco
type Wi-Fi in your home, it can make the difference to
you in the perception and the speed that you actually
receive.

The Chairman: [Inaudible...] offer that to your cus-
tomers right now, you have to use your equipment
and yours is less than Cisco?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Well, my equipment now doubles as a
gateway to the internet as well as a Wi-Fi. We took a
look at this because it is all about efficiency with us as
well.

A truck roll with one of my techs going out and
taking a look is expensive—a truck roll is expensive—
and we want to reduce the truck roll so we can spend
our money in other places. In doing that, we actually
have taken a look at different Wi-Fi systems out there
and being a part of Liberty Global we asked, “Well,
what do you do in Europe?” and they are coming back
with solutions for us that can be:

A. cost effective; and
B. reliable
Reliability is a big play for us to win in this

world, where the pressure on price continues to be
hard and our appearance here is part of that today.
What we want to do is to make sure we can do end-
to-end testing with these equipment that we put on
and not just stick a piece of equipment on the end and
hope for the best. We want to do end-to-end testing
on that and we are working on that right now.

The Chairman: The only other little beef | have with
Flow is that | have about hundred light poles in North
Side that are in dangerous proximity to the road be-
cause CUC stopped using them. You have one wire
connected to most of them and CUC cannot take
them down.

Can | get a commitment to get those wires
removed so we can take those poles down before
Christmas?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Well, | cannot give you a commitment
before Christmas, but we will certainly take a look at it.
Just so you can get an understanding of the
magnitude of work you are talking about, the poles are
concrete poles. CUC operates differently with us con-
necting to concrete poles and many of the poles...

The Chairman: From driving through the district, you
are already connected to the concrete poles; these
that are just wires that are left on this one stump of a
pole that is right at the side of the road.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Well, in those particular cases where |
have wires that are not in use, absolutely—you have
my commitment that we will take those down. Howev-
er, some of the poles that | am speaking to have un-
derground conduits going to them as well and Data-
Link has planted a pole say, another 10 or 30 meters
away. We have to do over the trenching and cut the
road, right? So, we will take a look at it and...

The Chairman: | mean we are getting close up on 11
years since the poles have been moved.
Thank you very much.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Understood.

Mr. Christopher S. Saunders: Earlier when your
competitor Digicel was here, they were saying that
their contention ratio was around 4:1. You said earlier
that some of the lines in North Side and elsewhere
can be up to 60 Megs; but as we start adding custom-
ers, what kind of ratio are we looking at or is it a situa-
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tion where, as you get more customers coming on
then naturally speed will be reduced?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Through you Mr Chair: On the broad-
band network that we have right now we are looking
at contention ratios of 2:1 or 3:1. We are not up to 4:1
on the broadband side.

| will say to you during the lockdown period
we saw areas where congestion was going up and we
have addressed those as | mentioned a few minutes
ago. For example, we saw some increase in require-
ments in the East End area and we actually went
there this week and completed the upgrade that we
needed to do there.

We monitor these things closely because at
the end of the day, like | said, it results in a truck roll
and a negative customer impression. So where we
can actually solve those problems beforehand, we
actually do. So you are looking at a 2:1 or 3:1 conten-
tion ratio.

Mr. Christopher S. Saunders: Several years ago
there was this campaign that Flow launched—I think it
was a $30 million investment campaign—that they
were looking to upgrade in the network. What was the
final outcome of that campaign and how much was
actually spent?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Mr. Chair, | think he is referring to the
upgrade Cayman?

Mr. Christopher S. Saunders: | remember the figure
being $30 million.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): That would have been around 2015, you
said?

Mr. Christopher S. Saunders: A few years ago, yes.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): | am going to put that on to my Finance
Manager so that he you can speak a little bit more to
the CapEx part of that—Gio?

Mr. Giosino Colaiacovo, Finance Manager, Flow
Cayman (Cable & Wireless): Good afternoon every-
one. | am Mr. Giosino Colaiacovo, Finance Manager
for Cable & Wireless.

To your question, through the Chair: Over the
10 years, in total CapEx spent has been roughly just
shy of $100 million. So the intent of Cable & Wireless
is to continue improvement year over year to provide
services to continue its improvement technology to
our customers.

How you are referencing earlier in terms of
the acquisition of the LLA, that is a synergy that we
are continuing now and into the future. So, obviously
from a spend perspective, that is a critical piece of our
business to ensure that continuity connection is al-
ways available; top-notch, state of the art, so forth.

Mr. Christopher S. Saunders: Just to be clear, over
the last 10 years $100 million worth of CapEx was
actually spent in Cayman?

Mr. Giosino Colaiacovo, Finance Manager, Flow
Cayman (Cable & Wireless): Yes, sir.

Mr. Christopher S. Saunders: Okay.

The Chairman: You said that you have a 200 Megs
programme that is available now but people in North
side...

I just want you to make sure that | understood
you correctly: If | bought your 200 Megs, | could only
get 30?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): No; | will explain that to you.

We would not sell you the 200 Megs in North
Side. | have one customer who insisted that he get it
in the Frank Sound area. We told him that he would
never get the 200 Megs, but he insisted because he
wanted the maximum he could get; so we gave him
the maximum he could get on that line.

For the copper customers in those areas, we
have another hero plan that we sell, which is 20 Megs
with a TV package and that goes for $139. So we
have something for the copper customers as well.

[Pause]
The Chairman: The 200 Megs goes for how much?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): It goes for $200 with TV.

The Chairman: Right; and you said 30 Megs is going
for $139?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): The 20 Megs with the TV package goes
for $139; yes, sir.

The Chairman: So what are they getting extra?

When you divide that number it does not
seem right. It seems like the guy who's only getting 20
Megs is getting overcharged.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Well, no; if you look at our stand-alone
broadband prices right now for a 20 Megs, the nearest
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one to that is the 25 Megs and that currently goes for
$134 so we added...

| just want to get it right here; | think it is 100
channels in our TV max package that gives them a TV
as well, which would normally go for $90 per month.
So, they have a $134 plan plus a $90 TV plan and
instead of charging $224 for it, we reduced the prices
to $139.

The Chairman: Are there any plans to upgrade your
TV reception and provision in the eastern districts?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): If you have the broadband service that
we have now, you will get the same TV you get any-
where on the Island.

The Chairman: Well, my TV is still a lot of times, so
you need to send someone to check my house.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Absolutely.

The Chairman: | am serious. | have had BBC frozen
for two or three weeks.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Okay. Mr. Chair, again to answer that
guestion...

The Chairman: | mean, it is personal, but | want to
use examples that | know about, so you will under-
stand the complaints | am getting throughout the dis-
trict. This is not confined to me.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): No, no, | understand.

The Chairman: Okay.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Just to expand on that a little: If there is
one particular channel giving a problem it is not the
broadband service that is doing that; there is some-
thing coming from our hit-ends or coming from the
content provider themselves. So if you, or any one of
the customers in Cayman have issues like that please
bring that to our attention because we can get those
fixed fairly quickly.

The Chairman: The problem | have is that when | call
you sometimes | have to give the phone to my Span-
ish wife, because | cannot understand the people who
are talking to me and they cannot understand me.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): To satisfy that requirement, we do have
a local number that people can reach us on that we

have been sharing and we also have a WhatsApp
store number that you can reach us on as well: 747-
5050 and someone local will answer that.

During the COVID period we did not miss a
beat; we got all our customers and the WhatsApp
number that we have—it escapes me right now—
[inaudible] working virtually, thousands of customers
were served. So, you can reach us on the 747-5050
number if you have issues as well.

Mr. Christopher S. Saunders: Something | am curi-
ous about is the local number portability that has been
in place now for several years. What has been the
feedback? Did you guys see a lot of customers either
coming or going? How did that end up working out?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Mr. Chair, through you. Initially, there
was a lot of back and forth: Digicel took some of our
customers, we took some of theirs, and about two
years in, it kind of settled down.

Every now and again one of us will do a
switch campaign and we see some people move
across and of course the next person responds and it
stops. In all honesty, | think it gives people freedom to
move if they want, which is a plus for the country; they
have choice because they can take their numbers.
Primarily, | guess over the last three to four years the
movement has generally been businesses where we
have been a business and they come across, and
they have been a business and they will go across.

For the general consumer we offer good plans
and they offer good plans and the people just general-
ly stay where they are, unless they have a reason to
move—nbut the option is there, which is a good thing.

Mr. Christopher S. Saunders: One of the things that
also jumped out on me was on page 34 of your SEC
filings under the heading “Risks that Relate to Our
Operating in Overseas Markets and Being Subject
to Foreign and Domestic Regulation”.

It says: “Our businesses are conducted al-
most exclusively outside of the U.S., which gives
rise to numerous operational risks.” And one of the
risks identified was “difficulties in staffing and
managing operations consistently through our
several operating areas.” | wanted to touch on staff-
ing.

At one point | know Cable and Wireless was
almost 100 per cent local staff. What is that ratio like
today?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): We have 97 employees currently and
probably...

Mr. Christopher S. Saunders: Ballpark is fine.
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Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): | would say about 12 people on PR and
work permits.

Mr. Christopher S. Saunders: Not bad, thanks.
| am curious about the local operations now.
Who is in charge of the local operation?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Our country manager right now is Mr.
Paul Osbourne. Unfortunately, he is in the UK as his
father is terminally ill. So, the operations are run by
me and the senior management team with the help of
consultants Cable and Wireless has provided us with.

Mr. Christopher S. Saunders: | am really sorry to
hear of the country manager’s father; on behalf of the
Committee | hope he has a speedy recovery and that
everything goes well in that regard. | do feel it for him
in these times.

One of the things that we have gotten testi-
mony on has been with regards to the arrangement
where a lot of cannot be done because of the Data-
Link issue. One criticism is that Cable and Wireless/
Flow/ Lime has been around forever and a day in this
infrastructure. Everyone is wondering, when you have
a duct network that pretty much runs through so many
parts of the Island, why are there struggles in getting
fibre to different places when you guys basically built
an entire Island network? We are trying to understand
what those challenges are. Is there something that
OfReg or someone needs to be doing?

| think everyone can agree that for the Cay-
man Islands and the product and services that we
have in both the tourism and financial services indus-
try, we need to make sure that we have a world-class
infrastructure. We want to know what we can do as
legislators and as policy makers to either help you or
help OfReg get that issue sorted. The last thing we
want is one organisation, one entity—others—
blocking the progress from the Island achieving what |
think we should all be working towards.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Mr. Chairman on a point of clarity, are
you asking how DataLink impacts Cable and Wire-
less?

Mr. Christopher S. Saunders: Other operators have
raised the issue that there seems to be some reluc-
tance on the make-ready cost and all different kinds of
issues. Earlier CUC said, | think it was like, 5,000
poles that they needed to make-ready in order to
achieve certain things.

What we are trying to understand fully, is what
is it going to take for all organisations to come togeth-
er to get those 5,000 poles—or whatever the number
of poles is—ready, so the Cayman Islands can at

least start positioning themselves? | mean, we are flat;
we do not have some of the challenges other places
have. At this point, for us having the resources and
the GDP, the infrastructure that we should have, as
we like to put ourselves as a top financial centre, is
not there. At least in some parts of the country; in
town it is, outside it is not and this place is really small
for us to basically not have it everywhere.

We are just trying to understand what the
challenge is.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Through you, Mr. Chair.

From our perspective, the challenges we have
with DataLink is where we do the laterals because
correctly so, we have underground conduits in many
areas of the Island, so all of our main cables tend to
be underground and we just do the lateral. So the ser-
vice drops off of the poles to the home; it distributes to
the homes that way and we continue to build out. The
only areas that | have challenges in are areas where
they plant new poles, in essence, take the old one out
and put a new one in; that involves a make-ready for
me if | am going on that pole because what they do
now is make-ready for the other competitors that
could go on the pole, right.

So, in areas where | have my existing copper
cables and they are just changing out the connections
on the poles, | do not pay a make-ready for those.
However, if they change the poles out to a new loca-
tion—maybe the pole is too close to the road, as the
honourable Chair mentioned earlie—and they put a
new pole, then | would have to pay make-ready for
that. So it does not hamper me that much to roll my
network out because like | said, the core part of my
network is under ground.

Where | do have difficulties in terms of deliv-
ery of the service is more in residential areas where |
am going to roll it out or places that do not have con-
duits to them. We have a good working relationship;
we have a work group with DataLink that we work with
monthly and they tell us when we are doing things
wrong and likewise, we will tell them the areas that we
need build-out and we continue to work like that. So |
have a good relationship with them and that works
well for us.

To answer the next part of your question—
what would be needed to get this technology East—I
guess this comes back to why we are here. OfReg
needs to get the other licensee to live up to their obli-
gations. When we surrendered our monopoly it was
on the premise that that would happen; 15 years on
and the other licensee is still talking about pushing
east.

Ten years ago Datalink did not have the rules
that they have in place now in terms of safety on the
pole, so they could have been there; eight years ago
they could have been there. These issues that we are
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talking about now have raised their head, | think, since
a sitting in the House a couple of years ago when the
Premier spoke about getting fibre around the Island so
I guess from our perspective, OfReg needs to hold the
licensees to account. They have to make this other
licensees accountable for not pushing east.

Mr. Christopher S. Saunders: The mobile market
was liberalised...

The Chairman: Just a follow-up on this whole thing:
the ICTA law currently requires that you share the
stuff that you have going east with other providers, so
what is the problem? Is there a problem with the shar-
ing, why the other ones are not getting out there?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): From a Flow perspective we currently
have infrastructure-sharing contracts with all the licen-
sees. There are different areas on this side of the Is-
land that they are using our conduits. We have site
sharing with Digicel as well. Pretty much any time they
come to us there is a regulation in place for that and
once proper procedures are followed we have no
problem honouring that.

Right now in front of us we have a determina-
tion with OfReg where somebody put the wrong size
sub-ducting in our conduits and OfReg is to make a
determination on the way forward; we are currently
awaiting that decision from OfReg but no, we have not
had applications for service in our conduits in North
Side, East End, Frank Sound or Bodden Town. If they
apply for it and there is space available, we will give it.

The Chairman: It is basically an economic decision
on their part; they have not even applied to you to use
it, but they are telling us that they cannot get out
there. The truth seems to be that the reason they are
not coming out there is because we do not have the
kind of density they have on Seven Mile Beach and
around George Town, while their original license says
that they were supposed to roll out to the eastern dis-
tricts, the farthest point, within a specific period of time
and in answer to questions in this Legislative Assem-
bly, no one has done that.

The question remains: Why are they being al-
lowed to get away with not doing it?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Mr Chair, through you, | understand the
sentiments of the comments you made. We continue
to do it. We continue to build-out in the Sister Islands
as well; Flow (Cable and Wireless) continues to actu-
ally meet that part of our obligation; not from a regula-
tory perspective, but from a customer perspective.

| like to say that we live here too. That is why
we went with LTE advance in our investments last
year; the whole island now has our LTE advanced

service, which are upgrades to the LTE service that
we had. It is not just expanding the footprint that eve-
rybody can get LTE, but they can get higher speeds
on the LTE which is the mobile network, and we will
continue to do that.

We continue to upgrade our subsea cables as
well. We are always looking at upgrading the CGFS
and there is a working group each year for the MAYA-
1 cable that goes through to look to upgrade. There
are upgrades going on now in other segments of the
cable. In 2016 we upgraded the MAYA-1 cable and
this working group keeps looking at the different seg-
ments that need to be upgraded based on demand,
and continue to do that.

| just brought up the subsea cables in that
people would not continue to upgrade it if the system
was old. The working life of these cables will continue
and we will continue to upgrade them as necessary.
Our expansion, whether it is pushing east or pushing
off-Island, we continue to invest in our networks to do
that.

The Chairman: So, you are constantly upgrading the
terminals for the CGFS and MAYA-1 cable locally in
order to provide services; and this idea that somehow
these cables are going to magically be useless in
2023 is not really founded in technology?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): To answer your question, yes. We will
continue to use them for the foreseeable future and
beyond.

Technology is the way it is now and | think |
will touch on the fibre optics piece of it. The way tech-
nology is now, especially with fibre, is dependent on
equipment and we just continue to upgrade that. One
of the things we are doing with the MAYA-1 is that
some people have requirements for larger capacity
links off Island; currently we sell 10 Gig links. They
might have 100 Gig link in the future, so we will keep
upgrading those terminal equipment in order for that
to happen. If the repeaters underground for example
the MAYA-1, if that needs to be changed or upgraded
in any way a consortium, of which we are members,
will actually do those upgrades.

In terms of the CGFS cable, that cable as it
stands right now, does not have repeaters. At the time
it was put in, it had the longest undersea link—from
Cayman Brac to Jamaica—without a repeater, so all
of the electronics are on the ground. In 2018-19 we
did a 100-gig upgrade to that and it is still not at ca-
pacity, so we will continue to upgrade those links as
necessary. And no, it is not something that will impact
the growth of telecommunications in Cayman.

Mr. Christopher S. Saunders: With regards to the
undersea cable—the MAYA-1 and the CGFS: Are any
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of the other licensees connected to that directly, or
everyone has to go through your organisation?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Currently, they have to go through Cable
and Wireless but there have been some applications
to connect directly to the cable.

When the building it is in was constructed it
was not designed for multi-hosting, if you will, or hotel-
ing of the services, but we have given alternative op-
tions to the people that have applied. You can get
connectivity by putting your own meet-me point in the
area, but some of those have not been accepted by
the other licensee so we give alternative connections
to the building.

Mr. Christopher S. Saunders: Okay. Going back to
the old telephone sharing infrastructure, 15 or 16
years ago we liberalised the mobile market. Did we
ever liberalise the fixed-line market, because there are
mobile and fixed. Has that market been liberalised?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): When you say ffixed’, is it ‘fixed voice’
that you are talking about?

Mr. Christopher S. Saunders: Yes. The fixed voice;
there was the mobile and the fixed. | remember there
was a big hoopla with mobile liberalisation. The rea-
son | ask is because | think that is the part that has
been affecting the Go-East initiative, because these
guys came in, made a ton of money on mobile and
just said, ‘to hell with everything else; we are fine just
being a mobile company’.

However, their license required them to offer a
lot more and here we are now, 15 or 16 years later
and the question is: How much have they expanded
past just the mobile liberalisation. That is what | am
trying to understand.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): What | will do with this question is pass
it on to my regulatory guy, Mr. David.

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: Good afternoon.

The retail pricing regulations do not apply to
any operator other than Flow. The regime is contained
within an annex of our license and unfortunately that
regime is largely unchanged since liberalisation; the
same retail pricing regulations that were adopted in
2003 are still largely in place today. As Mr. Tathum
indicated, OfReg has initiated a review of this regime
to determine whether changes should be made; we
believe that is long overdue and should have taken
place many years ago.

Another unfortunate aspect is that they initiat-
ed this review three years ago and it still has not con-

cluded. We are eager to make changes to this regime;
we think it is warranted, but it is part and parcel of this
license reform process that is still outstanding for our
offering.

Mr. Christopher S. Saunders: | do understand that
with that market not being liberalised it also affects
your ability to bundle some products that could literally
bring down prices, et cetera. Have you guys done an
analysis in terms of whether you would be able to
bundle many of your services if that market were to be
liberalised?

| think everyone can agree that everyone had
15 or 16 years to play catch-up to Cable & Wireless at
the time, as a dominant player. | think it is time now,
and | hate to say competition wins but at this point, if
we were to push to get that liberalised and you guys
were able to bundle many different services, what
could that do in terms of the prices to the consumer?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): David, do you want to take that or do
you want me to take it?

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: | can take it.

One reaction to that is that liberalisation would
provide Cable and Wireless the opportunity to experi-
ment in the types of bundles, prices, and different ser-
vices that they would like to offer that they cannot to-
day under the existing regime.

It is not really geared for a dynamic market in
which operators experiment to see what types of ser-
vices are successful and what types of services cus-
tomers do not really appreciate. | think with liberalisa-
tion you would see a much more dynamic process
and many more different types of services and exper-
imentation with them.

Mr. Christopher S. Saunders: Basically then, we
need to get full liberalisation of the telecoms market;
because | do not think the public recognises that the
entire telecoms market is not liberalised—just a por-
tion of it.

I think it is important for us to start pushing for
the full liberalisation of the telecoms market, so we
can start seeing better bundles, better prices, and—
hopefully—better service.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Yes. That is true; yes. That is the an-
swer to that.

Mr. Bernie A. Bush: Mr. Chairman through you: As
you know, everyone complains that they're paying for
20, but no one can ever see 20; they're seeing 12 or
14, if that much. Is there anything Government can do
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to help you, as a provider, give the people what they
are paying for?

The complaints that we get from our constitu-
ents is that they are paying for these packages and
they are never up to the speed that the companies are
telling them. Is there anything we can do to make it
easier for you to give them what they are due?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Mr. Chair, through you.

Right now | would say there is not much the
Government can do on that side to make that happen.
Like | said, there are a bunch of different things that
determine speed in homes, so it has to be done on a
case-by-case basis.

What | would say to expand on that a bit, is
that when we are rolling out our fibre optics network,
and | know this to be true for the other providers as
well, the cost of our installs are crazy ridiculous;
roughly speaking, it is $1,000 per customer with
equipment and labour, because we have to run the
fibres in the house, so on and so forth.

Many years ago, when the Central Planning
Authority put things in place, Cats cabling was the
thing. We had to run telephone cables within the
house, and right now | do not think that is part of the
law for the new fibre optic systems that we are putting
in; so one thing | would say is that it would be great if
we could put that as part of the law—that we get the
fibre optic cables in the building when we come there
to reduce the cost.

It would be reducing cost to me, but it will also
allow me to actually become more innovative with
what | do and converting the customers a lot quicker.
Because if | pass 1,500 homes in a year, it will cost
me 1,000 times that which is $1.5 million, just to con-
nect them, before | make a dollar; so in that sense, we
could reduce some cost there which would allow us to
pass more homes and expand our fibre networks
faster.

I mean, just putting it out there; get duty con-
cessions in some areas and maybe this is where the
government can help us. We could expand our fibre
networks even faster in the areas where there is no
fibre now. We are willing to sit down with you to come
up with solutions, because like | said, we live here too.
Those are just some ideas that | am just throwing off
the cuff but we are willing to work on any solution that
would make it quicker and faster for customers.

At the moment, | guess the large one is that
everyone is connecting wireless and | think it is an
education piece that we need to let people know what
limits speeds; with all the smart homes and people
buying more phones, I-pads and computers every
day, the more go on the network, the slower the
speed will appear if you are not on the right package.

From listening to these hearings over the last
couple of weeks, | get where you guys are coming

from and | share similar interests. We are going to
make some changes to improve the perception of cus-
tomers and, indeed, your constituents. We will be
working to make sure that happens and have started
looking at how we can do that with improvements on
Wi-Fi technology.

Mr. Austin O. Harris Jr.: Mr. Chairman—

The Chairman: Do you offer that service to custom-
ers, that you send people out to their house and ad-
vise them on what would be the best to buy based on
how many instruments they have, et cetera?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): We do not offer the Wi-Fi service in the
house at this time, other than what comes with the
gateway modems that we use, but it is a space that
we want to get in because it reduces our truck roll and
customer complaints.

It does not make sense for me to bring the
food if I do not bring the forks, right, because you will
get your hands messed up.

The Chairman: We are country people, we will find a
way.

[Laughter]

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): So that is what we are going to do;
make it an end-to-end solution. That is what we are
working on.

Mr. Austin O. Harris Jr.: Thank you, Mr. Chairman
through you.

First of all, | wish to say good afternoon to the
witness. | thank him and his team for coming and to
the witness, my once upon a time neighbour; it is
good to see you.

I've asked this question of all of the telecoms
and for completeness, | will ask it of the witness.
When we heard from the Executive Director for ICTA
at OfReg; his testimony suggested that the reason
why broadband and internet service are not widely
distributed to the eastern districts by all of the availa-
ble carriers—Flow from the Cable and Wireless era
and all of the competitors since the liberalisation of the
telecoms market—is not the new telecoms who are
dragging their feet in breaking into or expanding their
fibre network into the eastern districts, but largely be-
cause their hands are tied given that the original enti-
ties CUC (vis-a-vis DataLink) and Flow, are not willing
to share infrastructure that allows newcomers to tag
on and build out their services to provide those in the
eastern districts with choice.

We heard from DataLink earlier this morning
and | wonder if Flow agrees with the Executive Direc-
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tor of OfReg that Flow is standing in the way of
broadband telecom build-out by competitors.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Mr. Chair, through you. | answered that
one before, but | will answer you again. No, Flow is
not—

Mr. Austin O. Harris Jr.: Mr. Chairman, certainly | do
not wish to waste the Committee's time. If the ques-
tion was asked in my absence, | do not need to hear it
again; | will simply read it in the record, thank you—
my apologies.

The Chairman: No problem.

Mr. Christopher S. Saunders: | remember being part
of a regional group years ago, that there was normally
a Capital Review Board where there would be one set
capital budget and the different regions would apply to
that board to basically make their case as to what
capital projects to undertake.

I remember sitting there many times listening
to Cayman compete against Antigua, Anguilla—at that
time, everyone was fighting for ADSL money—that is
how old it is. However, what is the capital process as
it exists today in terms of the Liberty Group? How
would you determine how capital is allocated?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): | am going to pass that on to Gio.

Mr. Giosino Colaiacovo, Finance Manager, Flow
Cayman (Cable & Wireless): Through you, Mr. Chair.

We as senior leadership team would assess
our requirements on an annual basis just pre the
budget season and we would list those requirements
in terms of what our strategic drives would be for the
upcoming short term and long term developments and
strategic decisions, and we would make those sub-
missions to the Group. They would then decipher
what the massive or major pool would then come back
and allocate accordingly. Then, there would be nu-
merous rounds of budget discussions where we would
justify our actions and submissions, and then we
would come to a mutual agreement.

Mr. Christopher S. Saunders: Thank you very much.

| ask because something jumped out at me
when looking at your SEC filings—and this is consoli-
dated for the entire group. | noticed that on page 11.8
going into 11.9, where it speaks to the financial per-
formance, they made a note that | think was worth
highlighting on 11.8 “decrease in residential mobile
interconnect equipment sales and other...” and
they used the letter “e” to explain that further and it
basically says that: “This decrease is primarily at-
tributable to:

1. Lower interconnect revenue primarily
associated with
a. lower volumes at Panama;
b. reduced rates at other Cable
and Wireless markets
2. Lower handset sales, primarily the re-
sult of:
a. decreased volumes in our
Cayman Islands operations, the
Bahamas and other C&W mar-
kets; and
b. customers purchasing lower
price products in the Bahamas
and other Cable wireless mar-
kets

| noticed at a consolidated level for the Liberty
Group, that for the last two years (2018 and 2019)
there was basically a net loss. | also noticed that there
is an accumulated loss for the Group that has been
there for quite some time.

The reason this jumped out at me is because |
recall that in April Digicel even filed for bankruptcy and
earlier, their advisor to the Board basically said they
were able to restructure their debt, | think to the tune
of $1.5 or $1.6 billion less of the $7 billion plus that
they owe.

When | look at the two largest telecoms pro-
viders on Island—Digicel and Flow—both have busi-
nesses that are struggling financially, to some extent.
It may not be to the Cayman market, but looking over-
all as a Group, it questions the appetite of the Group
as a whole, in terms of investment in capital, et cetera.
While we do recognise that our infrastructure is be-
hind, | cannot help but wonder where the appetite
comes from with companies that are basically having
their own financial challenges, even intensified by
COVID. What is the appetite to invest in Cayman? |
am interested in investment in Cayman and that is the
reason | asked about the capital investment in both
companies over the last x number of years. More im-
portantly, what can expect from the capital investment
going forward?

I would just like to get a commitment or an
idea from the Liberty Group, in terms of the forward
investment in Cayman to get our infrastructure up to
the world class that we want it to be—is the appetite
there? Because, in the grand scheme, looking at the
overall Liberty Group we are actually quite small. |
recognise that Cayman has to compete for that capital
dollar with places that offer more volume, bigger mar-
kets, and bigger and better margins. What would
make Cayman more lucrative for them to put that
capital here as opposed to Jamaica, Chile, Panama or
elsewhere?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Yes, | will pass this on to Mr. Rob.
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Mr. Rob Mayo-Smith, Business Consultant, Flow
Cayman (Cable & Wireless): For the record, my
name is Rob Mayo-Smith. | am a commercial busi-
ness consultant for Flow and Cable & Wireless.

| think when the Group looks at its invest-
ments, you know Cayman is a great business; we
hold our own in terms of profitability. We are not as
big as some of the other markets, but surprisingly,
some of our smallest businesses can be just as eco-
nomic as our larger ones.

We also recognise that there is a demand
here; a hunger obviously has been put forward by this
Committee, and as Mr. Tathum said, we are commit-
ted as well to continuing to invest into Cayman and
from our perspective continuing to fight for that in-
vestment, so if the question is: Will we continue to
invest? Yes; we will continue to roll out fibre, while we
continue to bring the newest innovations 5G, et cetera
into the future. All those types of innovations are part
of our motto to be innovative as part of the LLA
Group.

Mr. Christopher S. Saunders: As a follow-up then: If
we were to push—because ultimately it would take
political will—to get the full liberalisation of the tele-
com markets that would basically allow you guys to
bundle and increase market share and profitability,
would those kind of decisions incentivise you to invest
more in Cayman, to basically max out your bottom line
and the use of your infrastructure?

Mr. Rob Mayo-Smith, Business Consultant, Flow
Cayman (Cable & Wireless): Through the Chair: As
David said, | think liberalisation helps in our ability to
put bundles together. For example when we talked
about a superhero bundle, last year | think part of the
promotion that we had initially, we wanted to have
fixed calling as part of that and because of the regula-
tion that is around that, we are not really allowed to—
David correct me if | am wrong—provide discounts on
our fixed servicing by bundling it. So it does allow us
to be more creative. It would help.

Does that help us with our future invest-
ments? | guess the more competitive we can be that
that generally helps us with our investment decisions.
So yes; | think the answer is yes.

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: Mr. Chairman, if | may interrupt for a minute.

| just wanted to clarify that the liberalisation
measures you mentioned would be helpful, but I
would add another point: the fees the ICTA sector
pays to OfReg are another factor that | think should be
given consideration. As Mr. Fa’amoe indicated in his
testimony last week, the ICTA sector is fully funded. It
is not only fully funded, but they generate over a $6
million surplus each year, as he indicated.

Flow and all the other ICT operators pay just
under seven per cent of the revenue to OfReg in
these fees, which is a very large amount. If you look at
what we pay elsewhere in the Caribbean, it is closer
to one per cent; if you look at what CUC pays to
OfReg, it is closer one per cent.

| think the burden that is borne by the ICT
sector is an impediment to the investment that you
want to see and the increased competition in im-
provements. | think that is something that would help
and should be given serious consideration; the reallo-
cation of the funding and fees that is borne by various
sectors that OfReg regulates.

Mr. Christopher S. Saunders: Just to put that in con-
text, and going back to the answer on liberalisation: At
that time there were a lot of concessions being given
to the company.

First of all, let us put CUC in context. When
you are burning 30 million plus gallons of fuel and the
government is making 25 cents duty on every single
gallon, looking at the overall contribution to the gov-
ernment coffers and the country—it has to be looked
at in that context. | think it is the same thing in the tel-
ecoms industry. | think royalties for government is six
or eight percent of gross adjusted revenues or some-
thing like that; revenues minus direct costs, and this
has been one of the challenges.

| cannot speak for the Government, but | can
speak for some of the Members of this House. For us
to entertain that, it will also come with a caveat that if
someone wants to go on a massive expansion run of,
say, $56 to $70 million worth of investment in infra-
structure over a period of three to five years, and asks
that during that time that fee or something be reduced
to x amount, those are the kinds of incentives that
were the Government to look at, as a legislator |
would not oppose, because you still need some level
of incentive to get infrastructure up. Unlike CUC,
where their license is set so that based on the asset
they invest they will get a certain return on that asset;
thus the reason CUC’s license requires that they have
to get permission from OfReg to increase their capital
spend.

Part of the criticism that | and others in this
Legislature have on the telecom side is unlike CUC, in
terms of where we can see—and going back to the
earlier testimony between 2010 and 2018—their pro-
duction to consumption ratio moved from 91 to 98 per
cent, which | would basically say is world class, con-
sidering that the industry standard is normally be-
tween 93 and 95 per cent. CUC is at 98 per cent, so
they are tied in to some extent on their return on in-
vestment also as a public trader company like your-
self.

The flip side is that when you combine the net
profits of both Cable & Wireless and Digicel—if
memory serves me right—it is actually more than
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CUC. That is the reason | asked what CapEXx invest-
ment has been made, because there is a lot of money
still being made on old equipment that has already
been fully depreciated and paid off and at this point it
is just making money. That has always been the chal-
lenge for us. How do we put policies in place to incen-
tivise companies to invest, but at the same time not
penalise? | think that is where the trade-off needs to
be.

Ultimately, | would very much like to see to
some extent, that most other companies within the
OfReg sector move to that kind of RCAM-type based
model where once you start investing in capital and
the future, then we can start looking at other ways to
incentivise you to get a certain return on your capital
or your investment. However, in the present form, we
cannot sit down and look at the profits that are being
generated by some of these entities, look at the capi-
tal infrastructure and their continued capital invest-
ment and believe that we are going to allow them to
continue. This is where the balancing act comes from.

This is one of the things that we are hoping to
get at the end of these sessions, to put in a regulatory
framework that encourages investment, but at the
same time allow your shareholders to have a reason-
able rate of return on that investment comparable to
market.

I would like to see that kind of CUC concept
rolled out to others, but let's be honest; we have guys
in the ICT space that have been in this business a
long time, still using old equipment. You guys can
even look at some of your competitors and know that
they have not spent the money that you have spent
but, at the same time cherry-picking market share.
And it is unfair to companies that actually invest, and
that is not the kind of model that we want in Cayman
because that does not encourage businesses to want
to come here and do business.

You guys are stuck with a legacy infrastruc-
ture, part of which is still not liberalised, and it is unfair
to you guys that 15 or 16 years after, someone comes
in and takes the best part of the market and leaves
you guys with the most expensive to turn off the light.
That is unfair.

Thus the reason | raised the point that at this
stage of the game, the market needs to be fully liber-
alised. | would encourage the Government and my
colleagues in here to start looking at ways to incentiv-
ise companies that say, "We want to make that infra-
structure and capital investment and here's what we
can do for you.” | think that is ultimately the model that
we need to get to, in order for this to work but you
cannot come inside here, drop an old piece of equip-
ment, ride it out for 10 or 15 years, make a ton load of
money off it and then complain about ICT fees. No.

Barring the ICT fees, that is the only way we
make some money off some companies. Cable &
Wireless still had above 90-odd per cent Caymanian

staff. Some of your competitors have never hit that
number from the time they have been around. Com-
panies that do well by Cayman and Caymanians need
to be incentivised and rewarded for that; it cannot be
the same playing field. For us inside here as policy-
makers that is something we need to be looking at,
from a different level.

When Alee comes back tomorrow, it will be a
situation of what do we need to do to get the full liber-
alisation of the market. | want to see the competition; |
want to see the bundle and the prices come down,
and if somebody loses market share, tough. Go invest
and do what you need to do.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Mr. Chair, through you.

| learned through the recent hearings that we
are entertaining a third licensee in the liberalised mo-
bile market. | guess the point that | will make in follow-
up to your statement, is that the one area where we
have liberalisation taking place and everything is
working fairly well with prices and the likes, we are
about to open to a third provider, yet we are still wait-
ing on our license to be renewed.

The Chairman: Talking about the fixed line—is it be-
cause the fixed line is not liberated that people still
have to pay for fixed-line phone rental every month
when they do not have a phone?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Yes, sir.

The Chairman: Why?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): The broadband is delivered over our
copper lines and that is a part of the tariff.

Do you want to expand on that, David?

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: | do not know if | can expand beyond that. My
understanding is that over our fibre network that is not
a requirement and the quicker we transition to fibre,
the faster that will go away; but there is cost recovery.
That would require us to charge for the fixed line un-
der the DSL or provide copper.

The Chairman: So that is part of the 1960s infrastruc-
ture in North Side that you are still making money on
because you are running broadband on it now?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Mr. Chairman, it is not 1960s. Like |
said, we brought our loop closer to you; we shortened
our local loop so in portions of the area up there we
have MSANs (Multi-Service Access Nodes) and the
copper lines extend from there but fibre into them. So
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the network is a part of the pans. | think | heard that
earlier in a discussion—pots and pans—uwell this is a
part of the new network; it is the pans.

[Pause]

Mr. Christopher S. Saunders: Bringing it back to the
regulatory environment itself; 16 years post liberalisa-
tion, we have seen prices drop on the mobile side, but
one of the things that remains a bee in my bonnet is
the interconnect rate.

| know at one point it was like 18.5 cents,
what is that number today?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): | am going to defer that question to Mr.
David; | am not clear on that one. Interconnect rates,
David.

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: The prices? | would have to check; | do not
have that information.

Mr. Christopher S. Saunders: This is where | think
you guys are moving now; a FLLRIC (Forward Look-
ing Long Run Incremental Cost) or lyric or something
like that model, where it becomes a sliding scale or
something?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): David, | do not know if you got that.

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: So, maybe | misunderstood the question. Are
you referring to the prices that—

Mr. Christopher S. Saunders: The mobile intercon-
nect rate between Flow and Digicel and the other are-
as; that interconnect rate that you would charge other
providers.

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: Oh; okay. They revised those rates in 2014 or
2015 1 think, in consistence with a LYRIC—a long-run
incremental cost model.

I do not know the exact level of the intercon-
nection rates but they were reduced at that time.

Mr. Christopher S. Saunders: At one point | think |
heard a number being batted around like 9 or 10 cents
or something like that. Well, | can confirm this with
Alee tomorrow; that is fine.

Something | have been curious about goes
back to when the interconnect rate was Cl 18.5 cents;
| could never understand what was driving the rate to
be so high when to terminate a call on say the MCI
network was $0.01 or $0.02 US versus 22 cents US
for a local interconnect call. What drives the intercon-

nect rate between the mobile carriers to be so expen-
sive compared to terminating on a foreign carrier?

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: | will take a shot at that.

Interconnection rates have been coming down
dramatically over the period of liberalisation. | think at
the outset the interconnection rates that were estab-
lished were not based on cost or a cost model that is
going to produce these low rates that you would find
under what we call the lyric—long run interconnection
cost models. The rates were initially very high be-
cause there was no implementation of lyric but now
that that is considered best practice within the indus-
try, you are seeing interconnection rates come down
dramatically. | think Cayman is included in that; they
were reduced when they were revised in the 2013 or
2014 time frame.

| think you are talking about international call-
ing and those are subject to a different regime called
‘settlement rates’; those are not regulated by OfReg.

Mr. Christopher S. Saunders: The reason | ask is
that if | were to call my colleague for West Bay North
on his cell phone, because he uses a different carrier
than |, versus if | were to pick up the phone and call
my cousin in Florida, that cost is actually cheaper ver-
sus for me to call Mr. Bush that is sitting three feet
away from me. Not in terms of revenue, but cost. That
is something | could never understand, why that local
interconnect rate or cost was far more than what it
was to make an international call.

With the lyric model, have we now reached a
point where the cost of calling a person next door on
another network is competitive to the cost of calling
somebody overseas on another network?

Mr. David Burnstein, Senior Manager, Regulatory
Affairs: | can take across the Flow markets in the
Caribbean that is a truthful statement or truthful gen-
eralisation. In Cayman specifically, | think that the in-
terconnection rates were last reviewed some time ago
and they are due to be re-evaluated and updated; that
would bring the rates down further. Those types of
movements generally take the domestic rates closer
to what you would see for some of the international
calling you referenced.

If OfReg were to pursue interconnection re-
view then you would see some of that improvement.

Mr. Christopher S. Saunders: OfReg makes its
money as a percentage of gross adjusted revenues;
your revenues minus your direct cost. If that direct
cost remains very high or skewed to one particular
provider as opposed to the next, then they in essence
would have higher costs, which would mean lower
gross revenues, which would be a lower fee being
payable to the regulator; versus that, the cost will
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come down and maybe revenues may come down a
little bit. 1 do not think revenue is going to come down
as much as the cost will. It would at least mean more
money going to OfReg in terms of the fees, as op-
posed to the arrangement that we have right now.

As it stands right now, what is expense to you,
you can actually make back by paying less royalties
but for the person with the lower expenses... because
what is expense to you on an interconnect side is rev-
enue for someone else. You would end up paying a
lower fee and they'd end up paying a higher fee. |
think that is one of the imbalances within the market
and a barrier even to new entrants or incentives for
people to come in and take a look at it. But we can
take that up with the regulator tomorrow; we can leave
that there.

The Chairman: | understand that in East End and
North Side the fibre line crosses houses on the street
yet they are not connected. Is that because the de-
mand on that fibre line from people that you already
hooked up is so high, that you are worried about re-
ducing it for them by hooking up the local people in
between?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Mr. Chairman, just understanding the
network in itself: We do have fibre that runs and con-
nects our exchanges and our cell sites, but it is a dif-
ferent type of fibre—we use our G-Pawn fibre for resi-
dential connections—so, certain areas in East End
where we run G-Pawn fibre which extends to the
Queen's Highway and down by the Health City area,
considering that a part of the eastern district, we do
have fibre in there.

General connectivity in the central East End
area we have the fibre to the curb solution. So I do not
have fibre strung on a pole passing someone having
poor speeds... | mean, just thinking about it as you
talk—and being from East End myself—I do not have
fibore where someone is having a problem. If we have
issues we will open the fibre up on the G-Pawn side to
do that.

I know right now we are looking to do some
stuff, like | said, where people are having issues on
the Queen's Highway; it is just a small fibre drop that
we are looking to do in that area because they had
problems over there with lightning and all of that as
well.

Again, it is not an economics thing that we are
looking at in terms of connecting the rich homes and
leaving the others out. Our customers pay us and they
pay us well. What we are talking about here as we
discussed earlier, it is $200 for 200 Megs and TV; if |
can get that from any customer that would be good.
Right now our lower plans are in the $80 range. So
the price disparity is not much when you are talking
one or two customers, right. Our goal is to improve

customer service and make sure we have a product
that is competitive in the marketplace.

I do not know if that answers your question,
but anyplace we can put fibre—any green field area—
if there are new housing estates we are going to build
that up with fibre; it does not make sense to put cop-
per there because of the issues we could have with
copper down the road.

The Chairman: Just for edification of the constituents.
For instance, in the Hutland area where you say you
just put in fibore—will you go to your customers there
and offer them fibre, are you going to replace it as
routine or do they have to make an application if they
want to get fibre?

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): In the Hutland area, like | said, we are
working with DatalLink to get permissions to do that so
I will just use an area that we just converted, which is
Woodland by Breadfruit Walk area.

As soon as we put fibre in the new housing
estate there, what we do is canvas the homes and
customers in that area to see if they want the service;
find out what speeds they are looking for and connect
them. We did Savannah Acres last year; some people
are still on copper and some people are on fibre in
there because they wanted to take our TV product so,
in essence, we prioritised those who wanted the TV
product.

Coming back to your initial question about the
CapEx: a part of getting the CapEx is to show in-
creased penetration on our fibre footprint, so that is
exactly what we need to do. Self-governance is that |
cannot leave people off and continue to operate two
separate networks; it is hot economically feasible, so
we have to convert those customers.

So when we come into the Hutland area, we
will be canvasing the homes to see who wants to up-
grade, because some people may just have a normal
telephone line which works happily on the copper and
as | mentioned it is a $1,000 investment for each one |
convert; so those customers that have faults or poor
experiences with our product, especially, will be the
first to be converted.

The Chairman: Mr. Tathum, | would like to thank you
and your team for coming in and appearing before the
Public Accounts Committee.

Thank you very much and have a good even-

ing.

Mr. Daniel Tathum, Director, Flow Cayman (Cable
& Wireless): Thank you and the members of the hon-
ourable House, have a good evening.

The Chairman: We will take a five minute break, be-
fore we call in the next group.
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Proceedings suspended at 3:16 p.m.
Proceedings resumed at 3:25 p.m.

The Chairman: | invite the Deputy Sergeant to bring
in the witnesses. | think there are four.

C3 PURE FIBRE

ADMINISTRATION OF OATHS
OR AFFIRMATIONS

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: | swear by Almighty God that the evidence |
shall give to this honourable Legislative Assembly,
shall be the truth, the whole truth, and nothing but the
truth.

Mr. Kris Bergstrom, Shareholder, C3 Pure Fibre: |
swear by Almighty God that the evidence | shall give
to this honourable Legislative Assembly, shall be the
truth, the whole truth, and nothing but the truth.

Mr. James Bergstrom, Board Member, C3 Pure
Fibre 1 swear by Almighty God that the evidence |
shall give to this honourable Legislative Assembly,
shall be the truth, the whole truth, and nothing but the
truth.

[Pause]

The Chairman: Thank you for coming, Messrs. Randy
Merren, James Bergstrom and Kris Bergstrom. Thank
you all very much.

As you would have been made aware, we are
dealing with the Office of the Auditor General's Report
on the Efficiency and Effectiveness of the Utility Regu-
lation and Competition Office (OfReg), June 2020.

We had the people who do the regulating in
last week, and in an attempt at fairness and objectivi-
ty, we decided to invite the people being regulated so
we could find out what concerns they have with the
OfReg, whether it is offering assistance or it is an im-
pediment to you being able to give the best service to
your customers.

The only rule is, the first time you answer a
question, please speak into the mic and give your full
name and position so it will be recorded properly in
the Hansards of the Legislative Assembly because
anything you say here will be recorded forever and
ever. Miss Annie's words are still here.

| will invite Mr. Chris to start the questions.

Mr. Christopher S. Saunders: Good afternoon gen-
tlemen.

Firstly, | want to thank Mr. Randy for returning
to the Committee. Members and the listening public
may recall that he was here a while back and high-

lighted some of the issues and challenges they were
having. Since your last testimony, | am curious to see
what progress has been made with regards to getting
your organisation moving forward.

As you can see, the fibre issue has become
somewhat topical for the public. | think we all can
agree that having Cayman positioned as a world-class
infrastructure especially when it comes down to tele-
coms, when we rely on tourism and financial services
for our bread and butter, is key to our survival.

| would just like to get a brief update on the
challenges you raised back then: What has been done
since or what progress has been made, if any, with
regards to making sure that we get more competition
in this sector.

Thanks

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman, my name is Randy Merren,
Managing Director of C3.

To answer Mr. Saunders’ question: We have
filed seven different disputes and within those dis-
putes there are multiple others. When | was here last
time | think we had had two decisions on part of one
dispute. None of those decisions came to fruition.
They have been done by the regulator but | do not
think anyone paid them any mind to adhere to them. |
brought that up to the regulator up to a couple days
ago.

Since then we have filed numerous other dis-
putes; Flow was here a few minutes ago and | heard
them say that they have a dispute with one of the li-
censees, that is us—C3. That issue was that we ap-
plied to get into their ducts from Shamrock to High
Rock landing station where the MAYA-1 is. We nego-
tiated an agreement to put a one-and-a-half-inch inner
duct in there and we have communications with them
agreeing to that duct; we ordered the duct to go in
there and then when we started—by the way, we paid
$70,000 for the survey and $70,000 more to clear the
ducts for make ready.

That was in 2018 | think, or maybe a little
longer than that, but they have not cleared the ducts
and then they basically came back saying that we are
trying to install a one-and-a-half- inch inner duct and
we only have permission for one inch. So, we have a
dispute in there. Inside of that is that we tried to get
into the MAYA-1 landing station, which they have re-
fused to give us access to so, it is not that us licen-
sees are not trying to expand our network, we are be-
ing blocked; that is the fact of the matter.

| think the regulators lost sight of what they
are supposed to be doing. They are not regulating the
garbage dump here; they are regulating multi-billion-
dollar companies that are not going to easily give up
their market share to someone like C3, who is a 100
per cent Caymanian-owned company, so they are
going to try to block us any way they can. We are the
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disrupter; the third wheel in the chain. That is the
whole issue that we are running into here.

It has not gotten any better, but | think it was
really telling when Mr. Fa’amoe said in here that he
lacks regulatory attorneys; he should have access to a
fleet of them, because they are the ones who have to
deal with these disputes. They need to properly inves-
tigate and resolve them in four months, not the 80 or
82 months that we are seeing in here.

It has cost us dearly; we are a green field,
meaning we had no revenue streams like any of the
other providers here had revenue streams that they
could depend on whether they had service or not. We
had to build as quickly as possible to deploy our G-
Pawn network as quickly as possible and that has not
happened. It is not only just on the underground ca-
bles; it is the ones going aerial as well. We have dis-
putes with DataLink, Logic—all of them except Digicel.

The Chairman: You sound like a very disputable guy.
[Laughter]

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Yeah, well; | just have a job to do.

The Chairman: | want to clarify that for the listening
public because the people might misinterpret dis-
putes. | think what you mean to say is that you have
complained to the OfReg about interactions with other
companies and it is OfReg’s responsibility to resolve
those complaints.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Absolutely, Mr. Chairman.

The Chairman: One of the things we hope to accom-
plish in these hearings is public education.

Mr. Austin O. Harris Jr.: Mr. Chairman, thank you.

Through you, Mr. Chairman, | want to formally
welcome the witnesses and thank them for appearing
before this Committee on such a very important sub-
ject as the one we are dealing with this afternoon.

The witness just used very strong language
when he stated that they as a newcomer to the tele-
coms market are being “blocked” from expanding their
broadband internet choice particularly, to the eastern
districts. This Committee heard testimony over the last
two weeks, specifically from OfReg’s Executive Direc-
tor of ICT who stated, with regards to your challenges
with DatalLink, that they agree with you and they even
challenged DataLink in court and lost.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman that was lost on a technicality.
They are supposed to do their dispute resolution in a
draft form first and issue it to the parties but they

skipped that step so it was on that technicality; they
did not follow that one step, so they took them to court
on that.

Mr. Bernie A. Bush: Are you going to do it over?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: | would assume that they have to, because the
dispute was not resolved. | think all they got to do is
reissue the dispute in draft form which I think they've
done; C3 had no comments on it, | do not know
whether DataLink did, but from there they should reis-
sue those so | do not know what the status of that is.
However, if you do not have a regulatory attorney in-
house who's going to do the job?

Mr. Austin O. Harris Jr.: | thank the witness for that.
Obviously, that is different than what we got from
OfReg; they stated very clearly in testimony that they
agreed with C3, challenged it in court, but lost the ar-
gument.

[Inaudible interjection]

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: On a technicality.

Mr. Austin O. Harris Jr.: All right, let us bypass what
OfReg did or did not do. Let us talk about your claim
that DataLink and Flow are not allowing you to “piggy-
back” on existing infrastructure for a fee, in order to
expand to the eastern districts.

We asked the question specifically of Data-
Link and their subsidiary owner company CUC this
morning. The evidence suggested was they have not
refused however, they said specifically, that the pro-
viders—and | only presume they are talking about
C3—have not been willing to pay the make-ready fees
which average about a $1,000 per pole, nor are they
prepared to accept the connection fee which is be-
tween $7 to $10 a day or a quarter or something to
that effect, | think.

Simply stated, DataLink’s evidence was that
the new providers—C3 or otherwise—are not pre-
pared to accept the make-ready costs. How do you
respond to that?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman, we have paid millions of dollars
in make-ready costs. The dispute was not on that por-
tion of it but I think it should be; we should probably
have another dispute because the make-ready charg-
es have grown astronomically since we started on
South Sound and Walker's Road building east and
they will continue to go up.

The make-ready on a pole is running right
now about $800 for us and we share with Logic; so it
is about $1,600 per pole. The issue is not so much the
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poles now; they got mid-span poles that are now add-
ed cost to us. How we look at it is: it is a cost to home
pass. For instance, we just paid $1.5 to $2 million to
do make-ready in the Newlands area. That is our por-
tion; Logic would have paid 50 per cent of that, so that
is $2 million worth of make-ready in that area.

In that area, we crossed 2360 homes. Now
that is a lot denser than when you start going east. It
is going to be homes farther apart, so the home pass
is going to start getting higher and higher. It is going to
get to the point where, can we even afford to contin-
ue? We have been building since 2012 and we have
gotten to Newlands.

Mr. Chairman, | have no idea when we are
going to get to North Side, that is a long ways, but
those are the issues we are getting into. | think the
government has a look at solving that issue; whether
they come up with some kind of rural plan because
Caymanians need to have access to broadband but
the barriers of continuing are going to get to the point
where we just cannot build.

Mr. Austin O. Harris Jr.: In recognising your chal-
lenges to piggyback on existing infrastructure and the
millions that you have spent and the very little pro-
gress that arguably, you and | would admit has been
made—why not direct those millions into your own
infrastructure and get the job done perhaps in half the
time?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman, C3 has a license to construct its
own poles. We submitted two applications and two
test areas to build our own poles and neither of them
was approved. They had to go to NRA, | assume they
had to go to CUC to get signed off but both of those
were submitted and neither one was approved. Since
that time, CUC completed make-ready in that area
and we paid to attach to those poles.

Mr. Austin O. Harris Jr.: A comment was received
from a member of the public who obviously has been
listening to these proceedings much like you have
been, that attaching fibre optic cables to telephone
poles in the Cayman Islands in this day and age is
short-sighted. One hurricane comes along as did hur-
ricane Ivan, and not only have you lost your electricity
and your telephone network but arguably your broad-
band and internet as well.

Is there a reason why C3, Logic and some of
the new players on the market are looking to go above
ground by way of poles instead of underground, which
seems to be the wave of the future and certainly much
more secure in a jurisdiction ravaged by the annual
risk of hurricanes?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman that is the entire reason why we

applied to go into the Flow ducts that run all around
the Island. We wanted to put in our feeder fibre in the
inner ducts on the ground from George Town to the
MAYA-1 landing station. We have applied for survey
costs to go to Rum Point and we have applied to go
as far as Flow's ducts go, which is to Gun Bay, in their
ducts simply to put our feeder fibre under there and
then pop up with our distribution fibre on the poles in
that area. No luck.

Mr. Austin O. Harris Jr.: Mr. Chairman through you,
obviously | missed the response from the witness from
Flow but | recognised and accepted that my question
was already asked and answered. We had a chat dur-
ing the break and the response from Flow to the claim
that C3 has been asking for access to this ductwork
so that they can connect their devices and their ser-
vice was that they have not received any such re-
quests.

Is that correct, Mr. Chairman, so that | do not
speak out of turn to the withess?

[Pause]

Mr. Austin O. Harris Jr.: All right, so the response
from Flow was that they have not received any re-
quests from C3 or otherwise to “piggyback’—
access—their existing infrastructure. How do you re-
spond to that?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Well, we have not asked to use their fibre; we
have asked to get access to the ducts to put in our
inner ducts to basically use our own fibre. So that por-
tion, if that is what he has construed that to mean, he
would be right but we have asked to go—and | can
send you the paperwork—into lots of ducts around
this Island, especially going East.

We have had duct surveys; we paid for duct
surveys for George Town. They took our money and
still have not done it. Facts are the facts.

Mr. Austin O. Harris Jr.: | know C3 has provided an
excellent bundle to this Committee, | would ask you to
simply send over the rest of it so at least we can have
some evidence upon which to make any recommen-
dations going forward.

The Chairman: Mr. Merren, you keep using the term
‘to put an inner duct’. Why is it necessary for you to
put a duct inside of what | believe is PVC pipe ducting
that they already have? This is just for my and the
public’s edification.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: That is a requirement by Flow/Cable & Wire-
less; they want us to be within an inner duct inside of
their duct.

Cayman Islands Legislative Assembly



46 Thursday, 23 July 2020

PAC Verbatim - Efficiency of OfReg

The Chairman: Is that a space problem?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: | think it is probably more to protect their cables
that are in there. We pull in the inner duct and then we
pull our fibre through that.

The Chairman: Okay.

| was going to ask you how far east you have
gotten and when you are expecting to get to North
Side but that would be a superfluous question right
now.

The question | have to ask is: In order to
reach the eastern districts, having come against the
impediments that you have, is it not possible to do a
wireless connection from George Town say, to an an-
tenna in North Side, and then distribute from that by
fibre? Or is that technology not available?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman, | heard you complaining about
having a wireless solution in your house earlier in a
PAC meeting. Our technology is fibre to the home; it is
a jip-on system. We do not have a wireless license
either.

To be quite honest, | do not know whether
there is any spectrum space to be able to do a 5G
without actually clawing some of it back from the
Flows and the Digicel.

Mr. Christopher S. Saunders: Are you basically say-
ing there is a possibility that the amount of spectrum
you would need is unavailable?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: In the 3.5 to 3.7; most of that has been allocat-
ed. | think it is on reserve for Government's 911 or
something service but | think a lot of that has been
allocated; they would have to claw some of that back.

Mr. Christopher S. Saunders: Yes; originally there
were three: Cable & Wireless, Digicel and AT&T so
there was definitely capacity in that space for at least
the three providers.

Now it is really down to two so as you said,
maybe it is time to claw back some, because | think
Digicel ended up with some of AT&T’s spectrum when
they did the acquisition back then and | very much
doubt that they could be using all of that.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: No.

Mr. Christopher S. Saunders: Something | want to
touch back on with regards to OfReg, and this has
been the crux of the matter.

| do not know if you caught the earlier part
with Cable & Wireless speaking of the regulatory fees
with Cayman being one of the highest in the region.

Granted, that we do not charge taxation to
companies, but one of the things that I think is neces-
sary for us to look at as a country, especially when it
comes on to investing in infrastructure, is: How can
we incentivise companies, especially Caymanian-
owned companies like yours, to really push forward?

The reason this bothers me on a personal
level is having some experience in telecoms and see-
ing that much of these companies’ growth came from
buying smaller companies. | will give you a perfect
example: Bermuda. When AT&T was expanding to
Bermuda, the company they bought was actually
started and owned by a Bermudian. So we saw in
some of these places where many of these local
telcos were actually owned by nationals within the
country and to some extent, even after the purchase
some of those nationals—I guess looking for econo-
mies of scale and growing—still retained a percentage
of ownership in these companies.

That is one of the things with Cayman that re-
ally bothers me: when we look at this business, we
look at the amount of wealth in this country but yet so
much of the essential services—I| mean at least CUC
is publicly traded and every Caymanian has the right
to go down there and get a piece of it; even pensions,
et cetera, but these are the kind of things that we
need to do as a country to incentivise our own people.

What would you like to see done to incentivise
businesses like yours, who is willing to push out the
tens of millions of dollars needed to put in the infra-
structure that the country needs, because in addition
to being a good business, it is also good for the coun-
try to have fibre throughout.

What can the government or anyone do to
help companies like yours?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Well, Mr. Chairman the first thing | would do is
to get the regulator regulating this properly, quickly
and efficiently. We have invested a lot of money, we
spun our wheels spending a lot of money on legal
services that we should not have. It should have been
a regulator, file a dispute, do the questions and get
through the system.

As far as going to some of these other pock-
ets when you are looking at the rest of the Island that
has to be done when you go east, | think the govern-
ment may have to look at some sort of rural assis-
tance programme to basically build a fibre infrastruc-
ture that people can use when you go out there.

Mr. Saunders, you worked in the sector; you
know it is capital intensive and barrier to entry is ex-
tremely high. The other thing is, get us access to the
landing station, so we can negotiate better terms for
off Island capacity.
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Mr. Christopher S. Saunders: May | make a sugges-
tion on something that maybe you guys want to enter-
tain? | just have this sneaky feeling that if you guys
were to go out and probably raise capital on the local
market because there are a lot of people right now
with a lot of pension money and probably some of
them do not know what to do with it, other than maybe
stick it in Credit Union.

To expand on the point that my colleague for
Prospect raised before, in terms of laying fibre
throughout this entire country, | just have a sneaky
feeling that a lot of people would invest in a company
like that. And those are the kind of people who, once
invested would become customers, because they
know that at least they are spending money back with
themselves.

Is that something you guys would even enter-
tain?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman, absolutely. That was our long-
term plan; to get the company profitable and go to the
local market to raise more funds. | have been privi-
leged enough to find five Caymanians that invested in
this—two of them are here.

The company has to grow; you have to build it
for it to grow and when people look at it, they look at
the issues of investing and it comes back to the same
thing; the regulatory issues that are outstanding be-
cause they do their due diligence as well, and they
see that you know, hey you have seven disputes...
So you have to get across the barrier first.

Mr. Christopher S. Saunders: Here is something to
think about: You go you out and find 1,000 or 1, 500
Caymanians to invest in your company ten months
away from election, do you really and truly think that
at that point the political will is not going to change to
say to those guys, get this done?

Not to belabour what my colleague for Pro-
spect said, but | also have a problem in a subdivision
in my area where all the utilities are underground and
we only found out when they wanted street lights and
we realised they have no poles there on which to put
street lights. | mean they had other lamps there but
the point is in this day and age, looking at our terrain
and where we live, one of the biggest issues we faced
after lvan was basically poles being down. Why not
just say, you know what, let us go make the neces-
sary investment at this point, put everything under
ground and just start moving everything underground
from now? That would take away at least one of the
worries that we have.

| believe that those are the kind of big, bold in-
itiatives that if you guys decided to push that, | am
almost certain you can go out and easily raise $20 to
$30 million from the local market because there are
people with money willing to invest in Cayman and for

something like this, | think these are the kind of things
that we need to be looking at.

| would definitely encourage you not to wait
until you become profitable; because the whole idea
of investing in a company is that you buy the stock low
and then you just wait for it to appreciate. People want
to come in on the ground now where they can push
some money away for three, four or five years and
know that three, four or five years later it should be
worth something.

I mean | would definitely tell you to look at it
because at the end of the day—no disrespect to the
other carriers—but, for where we are sitting right now,
we are still about what is best for the Cayman Islands
and what is best for Caymanian people and having
our own people own key infrastructure is in the best
interest of the Cayman Islands and in the best interest
of the Caymanian people, and we need to do more to
encourage that so | will put that out there for you to
consider.

What would you like to see us change, be-
cause if there are weaknesses in the law or regula-
tions—obviously you said OfReg needs a proper regu-
latory lawyer to deal with these issues; that is a feed-
back | have gotten from other people within the ICT
space that it seems to be lacking in that area on the
regulatory side, compared to where they were before.

We have recognised even from Mr. Alee’s tes-
timony here last week, that there are internal chal-
lenges where before we had an ICTA-focused sector,
now they are basically competing with other areas and
so forth. But we need to realistically look at what is
needed. The ICTA is paying its way; it is putting mil-
lions of dollars a year in the government coffers, so |
do not see why we should be having these challenges
in this space.

If that is a policy issue then that is something
that we can push to deal with the government from
that standpoint, but in terms of getting the right people
in place, well, | will say this much: maybe to some ex-
tent, when OfReg is going to court, | mean you guys
have some competent lawyers back there, become
friends of OfReg and go pound those guys up too.

The Chairman: Some time ago there was a lot of ac-
tivity in the middle of the road on Seven Mile Beach,
was that putting in fibre and TV cable?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman we put our infrastructure down
and we use Flow's duct along West Bay Road all the
way to the Kimpton, | think. Ours weren't intrusive be-
cause we just pulled it in into the duct, but | think other
carriers cut through the middle of the road.

The Chairman: My question is: Why can’t you just do
the same thing going east—knock down the middle of
the road like they did over there and put in your own?
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Mr. Randy Merren, Managing Director, C3 Pure
Fibre: | think it is the just the cost of doing it; it is ex-
pensive. Let's face it, that duct is on public land, the
roads are owned by Cayman so we should not be
stopped from getting access to it. | mean they have
three, four ducts; clear out the way and let’s go.

The Chairman: | understand that the law the ICTA
law specifically provides that the ICTA can force one
of its licensees to provide access to their ducts. The
guestion is—and | guess we will have to ask Mr. Alee
when he comes back tomorrow afternoon—why is it
not being done in the eastern districts, in particular,
where there is low demand but the people deserve to
have equal coverage?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman, Alee is a great guy and | see his
struggles, but it gets back to having the resources to
actually fight them. They got legal counsel, tons of
lawyers behind them. The longer they keep us out, the
longer they slow everything down, the quicker it is to
run us out of business. You have to lawyer them up.

The Chairman: That is why | like to write laws in clear
language, ‘shall’... This thing about ‘may be’, ‘might
be’; ‘could be convenient’ or maybe it should happen
or should not happen, that is what causes the prob-
lems. But | think, the way | read the ICTA Law, they
have full authority to order Flow to give you space in
their duct.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman, | will give you a point right now
of what we are dealing with: We applied to build a
duct from Cricket Square to One Technology
Square—because we want to go into One Technology
Square—to backhaul our own capacity, our local loop
of the CGFS. Flow would not give us the locates of
their cable so they basically blocked us. We applied to
go from Health City to MAYA-1, why? To get into the
MAYA-1 landing station to back haul our thing.

We are paying them $20,000 a month to bring
that loop down; we wanted to get in there to bring it
down. They would not give us the locates to both of
those places, so we could not do that connection. We
still cannot. The regulator reviewed it and made an
opinion that he had no issues with why they would not
give us and told them to give us their locates. That
letter was issued the 20t March 2020 and we did not
push on it because of the COVID situation but as soon
as the Premier took us to level two, | wrote a letter
and said, ‘okay let's go.’

They have ignored that letter. | followed up
with another letter, they ignored that. | copied the
CEO of OfReg on it and he wrote a letter to the coun-
try manager and that has been ignored to this date, so
| want to tell you they have no respect for the regula-

tor. Issue some fines and let's get them in. If you have
a stick and you do not use it...

Mr. Christopher S. Saunders: So is it that the Law is
inadequate in dealing with these issues?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman, | think they have gotten away
with doing nothing for so long, they basically choose
to ignore the regulator. The regulators are basically
powerless.

Mr. Christopher S. Saunders: We asked Flow a
guestion earlier with regards to access to the MAYA-1
cable and it was something along the lines that the
space they have is limited, it was not built for more;
but they basically said that you can basically build
something next door and get access or something to
that effect. We can always go back and take a look at
the testimony that was given, but they basically said,
‘well, if you want to connect you can go build to it and
we will allow you to connect.’

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman, for us to get access to MAYA-1
landing station we need to put in a 1-RU switch in a
rack. We asked them for that they told us ‘nope, could
not get in there.’

We said, ‘okay can we have space on the
land to build a small building because it has to have
power and all that other stuff?’ They said no because
they had future expansion plans of that building; that
is on 2-something acres of land. They told us the only
way we are going to do it is a mid-span, which basi-
cally would give us the fibre link to a manhole on a
corner of the building. It has no power, we cannot put
a switch in it, it is susceptible to water damage and
this is a switch, it is a Cisco switch to move the traffic
around, so let's not go that way.

I mean | am just trying to be quite honest; |
am just sick of the bovine scatology. Excuse me; can |
get arrested for that? | do not know but that is what |
am getting here from—

Mr. Christopher S. Saunders: Not inside here. You
can say whatever you want.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: That is what we are getting from people when
we try to do anything here. That has to stop; the regu-
lators have to man up and use the stick and let's go.

The Chairman: One of the things that ICT identified
to me, in particular, several years ago was the lack of
fines and through a Private Member’s Motion, the
Member for East End and | convinced the Govern-
ment to put some penalties in the Law. What we were
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looking for was graduated penalties which would in-
centivise people to do something.

So, | get a $5 fine if | were paying for 10 meg-
abytes and | was only getting six and they had an es-
tablished acceptable measuring system that they
could use, because we have been told now that un-
less you are measuring their server, what we are
measuring is incorrect. They would come out to my
house, for instance, check it and if it were only six
then it would be an automatic fine of $50 and it would
be $50 per day, for however long it took that provider
to get me up to 10 and they came back with the same
instrument and measured and | was getting 10.

Unfortunately, what the government of the day
did under the honourable Kurt Tibbets was that they
put in this penalty and it says up to $500,000, | believe
was. So what happens now is that every time ICTA
tries to enforce something, the big companies who
can afford it, are looking at a $500,000 and then they
lawyer up. Whereas if they were only looking at a
$5.00 fine that they could collect in a couple of days
they would go and fix the problem.

So | think part of what probably needs to be
done is to try to get that kind of stuff in the ICTA Law
which will better equip them to get compliance; be-
cause if they could say to Cable and Wireless, ‘there
have been so many months that you have not com-
plied, so it is a $500 fine now and if you do not comply
by next Friday, there is another $500 fine. So, there is
an incentive for them to stop, instead of having to ar-
gue about the half a million dollars which will encour-
age them to lawyer up. It is kind of difficult to go and
get 10 lawyers to work for you if the fine is only $500.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman, competition will do that; be-
cause if | am paying for service now and | am not get-
ting it and I've got competition outside the door | can
change.

Right now, unfortunately, you are in North
Side and you only have one provider...

The Chairman: Well | cannot get a competition to my
door. | switched providers and | was worse off and
switched back again | am worse off again.

Do you think a kind of graduated penalty like
that would get better results?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman | will be honest with you: We had
an outage for 27 hours on May 10" on our network, |
do not think you have probably ever seen but C3 is-
sued credits to customers for that outage. It was not
our fault, it was our upstream provider that had a fibre
cut outside our control but we issued the credit to our
customers.

We told them to fill out a form if they were af-
fected and we issued a credit. We have done that

twice now for outages. Look back and see the last
time you got issued a credit for having an outage from
anybody else—but that is because we are a Cay-
manian company and we care.

Mr. Christopher S. Saunders: Mr. Chair, all | can say
is that | do wish your organisation well.

| have sat at the Cable & Wireless table in a
previous life and | remember as clear as day when |
heard one Island came asking for funds to do a par-
ticular project and several months later we are asking
for an update on the project and we were told the pro-
ject was not off the ground because it was awaiting
regulatory approval. The Chairman then asked, ‘What
is the fine if we breach the approval?’ And he said,
‘Maybe $300 or $400 per day’ and he then asked,
‘How much money are we going to make a day from
doing this?’ It was much higher and his response was
‘go do the project and pay the fine if they catch you’.
That is the mind-set in this business; it is a dog-eat-
dog business and none of these guys who have made
that investment is going to roll over and allow you to
take their food.

So | tell you straight up, if you want it they are
not going to give it to you; you have to go take it one
way or the other.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman; that is why we fight them with all
these disputes.

Mr. Christopher S. Saunders: Randy and company,
good luck.

The Chairman: Thank you very much, Mr. Merren
and Mr. Bergstrom for coming in. We feel it has been
useful exchange and we will see how we can assist
you in our report but, thank you very much.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman | think Kris would like to make a
statement about some of the issues that he has seen.
He's better at it than me.

The Chairman: We do not normally allow individual
statements but if it is a short statement we will—

Mr. Bernie A. Bush: Mr. Chairman through you:
Would any of the other board members like to say
something that would help this situation?

Mr. Kris Bergstrom, Shareholder, C3 Pure Fibre:
Mr. Chairman, Kris Bergstrom; | am a shareholder and
a members of the board of directors of C3.

We came here today and we are very grateful
for this opportunity to appear before you because we
do have a situation and everybody's pointed to it
where we are dealing with the dollar and that is what it
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comes down to. When we look at the different chal-
lenges that we have been faced, when we talk about
being blocked or prevented, it is not really blocked
and prevented in the normal sense of the word. What
they do is they make it untenable for us to actually
reach the goals that we need to and we are not sup-
ported by the current regulator or even the Govern-
ment in the way that they provide the regulator with
the tools to do that job.

The difficulty comes when you really break it
down and looking at some very basic things. We have
a prepared statement but | think it is easier for me just
to discuss it like this:

We have a utility provider to provide electricity
for the country; they have been granted an easement
by the Government to place their poles on public and
private lands. That infrastructure they are allowed to
get repaid for by the consumers of electricity in our
country, so the infrastructure is paid for by the people.
We take that same infrastructure and because it is
probably smarter to attach to that infrastructure than
put other infrastructure in place, and as we try to at-
tach to it we started out at $150 per pole and we are
up into astronomical figures now where it is cheaper
for us to actually buy a light pole and stick it in the
ground ourselves and put our infrastructure up on it,
than to make-ready one pole to get to you. So those
are the challenges we are faced with, just to break it
down into the facts.

Likewise, when we talk about reaching to the
MAYA-1, they do not want to give us access. if | make
a call to you from one cell phone provider to the other
it has to leave the Cayman Islands go up to Florida
and come back, all that traffic gets charged and the
money gets collected by the legacy provider for that
service. They have no reason to let us get into that. If
we want to get cheaper rates for our people in this
country, we need to break that legacy. It is as simple
as that.

Mr. Christopher S. Saunders: Hold on, | just want to
understand: You are saying a local call actually goes
up to Miami and come back down to Cayman?

Mr. Kris Bergstrom, Shareholder, C3 Pure Fibre: |
will let Randy answer that if you do not mind, Mr.
Chairman.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Mr. Chairman, all the providers now use voice
over internet protocol so any call that is going to travel
on internet, there is no interconnection point in the
Cayman Islands—no internet exchange point in the
Cayman lIslands. So all traffic has to go up to either
MAYA-1 or CGFS and come back down. If you send a
text message to me on WhatsApp messages, the
message goes up and come comes down. It has noth-
ing in here.

It goes further than that: there is no local in-
terconnection of phone calls agreements here in the
Cayman Islands; we only have one with Cable and
Wireless. To give you the cost on that, we pay 12
cents to Cable & Wireless for landline to cell numbers.
Why that is so high, is because in the past they were
using TDM (Traditional Divisional Multiplexing) phone
service analogue or ‘pots’ they used to call it.

When we came along and other new provid-
ers came on they used a voice-over-internet protocol
(VOIP) switch, Cable & Wireless did not have a VOIP
switch, so they use the traditional TDM and we had to
install a SS7, which is a signalling device that lets
VOIP talk to this service. That is why those rates are
high, because they set those rates here and that is
what it is.

Now they have voice-over-internet protocol as
well, but there are no interconnection agreements be-
tween C3 and Logic, C3 and Digicel, that we could
pass our traffic rather than using Cable & Wireless. |
brought this to the regulator's attention, because if
anything ever happens we lose that. | think it should
be kept here; local calls should be kept here. Local
calls should be. If we lose the connection...

The only connection point in the Cayman Is-
lands where traffic goes without going through Cable
& Wireless is 911. We all touch there; we could easily
do interconnection agreements there. It is available
and it should be implemented right away; a national
emergency, we cannot continue in this way and it is
going to happen sooner or later.

Mr. Christopher S. Saunders: Okay, so just be clear:
It is C3 calls that have to go to Miami and come back?
Because Digicel and Cable & Wireless local calls, |
think, | remain local

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: It is VOIP—(Voiceover Internet Protocol). We
have to go up on them...

Mr. Christopher S. Saunders: Well, for you guys.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: For all of us!

We are using VOIP (Voiceover Internet Proto-
col). So, you have to go on the internet. Unless they
have set up some kind of exchange between them,
but ours go up and come back.

Mr. Christopher S. Saunders: All right, cool.

The Chairman: Any other questions?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: By the way ratio came down drastically, but

those rates have not been looked at since that that
was put in place. It is much cheaper to complete a call
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to the United States, United Kingdom, Canada, Mexi-
co, than to complete calls locally.

Mr. Christopher S. Saunders: Before you guys came
in, we were asking Flow about that same thing be-
cause | remember back in 2003, it was like 18.5 cents;
you have now just confirmed. Is that 12 cents CI or
us?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Itis CI.

Mr. Christopher S. Saunders: So it has gone from
18.57 Cl down to 12 cents?

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: That is mobile to landline.

Mr. Christopher S. Saunders: Yeah, that is the one
that we are talking about. | was still saying it is very
expensive because it was basically like about $0.01 to
send a call of an MCI back then, | do not know what it
iS now.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Oh, it is fractions of a penny.

Mr. Christopher S. Saunders: Yep.

The Chairman: Thank you all very much and as my
grandma used to say, watch this space.

Mr. Randy Merren, Managing Director, C3 Pure
Fibre: Thank you very much guys.

The Chairman: The meeting is adjourned until 9
o'clock tomorrow morning.

The meeting stood adjourned at 4:15pm
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