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lifecycle upgrade, machines will also have downtime. Chair 
expressed frustration that  a proper process was not being 
observed for changes to CUC’s generation. 

 gave presentation, explaining that the largest generator is
the mw amount you need to cover, in case that generator has
downtime. The peak this year so far has been 129mw. Any time
less than 25mw of spinning reserve is left on the system, this
causes concern. The largest unit is 18mw and if this trips it may
take a couple of the smaller units also, and then CUC needs to
hold enough reserve to maintain capacity.  explained
spinning reserve for solar when in use; a unit frequency wobble
- if solar has not been compliant with their request for minimum
standards - will bump off the whole system and in addition to
diesel generation going down, so will roof top solar. Chair asked
if this was the same the wobbling  previously raised by CUC in
respect of inverter issues and installers not programming them
correctly.

• Chair asked CUC  whether solar was being factored into the
165mw reserve they hold. It was confirmed that 165mw is firm 
diesel power capacity.  told the meeting that having 165mw 
capacity, for a 129mw peak would appear to mean there is 
plenty of reserve, however at this current time the island is 
approaching the position where there will not be sufficient in 
reserve, and they have reached the 35% minimum reserve 
detailed in CUC’s licence. At the rate demand is currently 
growing, this will drop to 20% in the next few years. On 29 
occasions this year, CUC had loads operating on a much lower 
level reserve than they should be operating at.  

• OF asked of the 165mw reserve how much was not temporary
generation.  confirmed on top of the 165mw there was 10mw
of temporary generation available. Discussion around the
definition of ‘firm’ power.

• Chair pointed out to CUC that OfReg should not be receiving
annual requests for temp gen, especially with some now not
even being licensed and not going through the solicitation
process, which is a condition of s32 of CUC’s licence.  told
the meeting in 2021 CUC triggered a process which was an
alternative for procurement of power through a competitive
process run by the regulator, and that was refused. The 23mw
renewables project. Chair indicated this would not have avoided
the issue with temp gen, as this offering was renewable energy
which does not absolve CUC under their licence at s31.

• Discussion around the non-issuance of the RFP and whether a
battery can be defined as firm power under the T&D licence, or
an asset.

• Discussion about the current licence and requirements for
change to clauses, including s31 which needs to be updated,
and inclusion of additional definitions of firm power.

•  indicated CUC are looking to produce electricity with
reliability and least cost, taking into account the climate
imperative which is being pushed by Gov’t policy. The solution
on CO2 reduction, solar plus energy storage is lower cost and
natural gas is also lower cost. CUC indicated OfReg in 2021 had
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accepted an alternative proposal put forward as a replacement 
for a CON – the solar plus storage.  

• Chair asked CUC whether, now they have had the benefit of
implementing the battery storage (BESS), were they satisfied
based on what they have derived, that that is a suitable
alternative. indicated BESS serves a different purpose as it
cannot count as capacity, merely to reduce the spinning reserve
of 25mw. So with BESS being charged and ready, with any
diesel out of commission, should a unit trip, the 25mw battery
would be online straight away with no power outage necessary.
This battery would only last for around 1 hour.  was of the
opinion that it was plausible battery generation would be as
reliable as diesel to replace a significant margin reserve with
batteries.  One issue CUC has with the batteries are
condensation which they are working with the manufacturer to
resolve.

•  confirmed that if there was no more temp gen until a CON
was implemented, there would not be enough reserve to run a
stable grid.  confirmed that utilizing temp gen means CUC
dealing with multiple small units which means more
maintenance, environmental risk, etc and they would prefer not
to be use them.

•  continued his presentation, and showed that most other
Caribbean nations are in the 40-60% reserve margin bracket,
whilst CUC is at 35%. Barbados has 80%, St Maarten has over
100% (they are government owned). Texas for example have a
peak of 85 but have installed capacity of 148 which is a 71%
reserve margin, so a lot of other nations are running at a lot
more capacity than CI.

• WT asked about analysis based on size of country, population
and power used.  explained CUC first had 25-30mw usage
with a 65% reserve margin in the licence. So at 30mw the
largest units making up that power were 3.5-4mw each. Then
for fuel efficiency 10mw units were brought in, so CUC looked
at limiting the size of generation unit as a % of the overall peak
demand as you would not want to go larger than 20% of the
largest unit. For a 30mw peak if you have 3 x 10mw units and a
20% reserve, if one unit goes down you have lost 1/3 of your
generation ability and you would begin to see outages. Chair
asked if the reserve margin in the licence needs to be changed
now and a 45% margin was discussed.

• CUC informed the meeting they had submitted a 3-year plan to
negate temp gen by having solar plus storage for 23mw in 2022.
Then again last year and again this year it was proposed. Chair
confirmed 5mw in 2021, 5mw in 2022 and 10 in 2024 with 
confirmed the projected peak for 2025 had been it already so
5mw were brought forward early.

• Discussions around the pass through costs and the Z factor
detailed in the licence being applied to temporary generation,
and the meaning of Condition 31 of the CUC T&D Licence,
which  provides for the general solicitation process, which in
OfReg’s view is not constrained to CUC purchasing engines,
but applies to any firm power (typically diesel generation power),

19 

20 

21 

22 

23 

24 

Section 5 Redactions
under s23(1) FOI Act
(2020 Revision)



Minutes_BoD General Meeting #09/2024_12 September 2024 

5 

which in OfReg’s view means there is no ability to use the Z 
factor or the fuel and lube pass through provisions unless that 
complement of generation is permitted. There needs to be found 
a way to permit it to be utilised.  

• Discussion around generation in Cayman requiring to be
licensed by OfReg and CUC’s view that any owned generation
would have to be.  mentioned stand by generation roof top
solar etc. Chair explained this is self-supply which anyone is
entitled to do, but when CUC are placing it into the grid and
selling it to customers, this would appear to be a grey area
which needs to be addressed.

• In discussing CORE, Chair informed CUC that the BoD had
listened to a presentation on the subject, which informed OfReg
that they need to look at historical events around CORE and
decisions the Office had made.

• CUC ran through a presentation in respect of CORE and
discussion around the rates at the time in 2009, when
representations were made to ERA, with a price of $5-6 per watt
with a $2 fuel factor which was not enough to pay for CORE
although it would be cost-neutral to consumers. CUC calculated
a rate based on the cost of renewable energy systems and
some fair return of around 8-9 years on investment which CUC
created in 2011 at around 38.5c which both they and OfReg
agreed was too much. When it was released with the 1mw being
capped in different tranches it was well-received. The costs
were going down with each tranche, therefore the price went
down, although this was effectively a subsidised rate. Fixed
tranches were implemented to see what impact there would be
on the grid. Then the DER programme started with larger
systems for a cost neutral programme with no subsidy, which
appealed to commercial customers. OfReg made a calculation
of 13.4c which was when a SPAC meeting was held and
following CREA pushing for 24c, OfReg’s 15-17c went through
on a 10mw programme and every time it was opened up at 15c
it was well received. There were stops and starts in the
programme, with non-standard inverters falling off the grid
randomly and these events were impacting frequency. CUC had
an impact study completed showing CORE was running at 15c
with fuel at 19/20c so CORE finally started to show a discount.

• Discussion on CUC’s RESC project with no subsidy from
customers, and with fuel being more expensive now, if a
consumer generates power and uses it on their site, they do not
pay CUC for the fuel for that power, they merely use their own.

 indicated it would be treated on size limits ie 250mw
maximum like DER, as it takes CUC’s definition into account of
what a commercial generator is, thus reducing the consumer
scale for residential customers. There is also a threshold in the
T&D code for interconnection studies which is different to CORE
at 10mw, this is 30mw. If consumers over-produce they will get
rates at a lower price than an average user. Chair asked if this
was another way to get net metering, but  indicated this was
still net billing. Sample bills were shown on screen to explain
how usage on a large home will be billed, with a mw amount
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being produced at home and going back into the grid and how 
those costs and benefits would be displayed. CUC claim RESC 
would provide fixed rate guarantees for the owner with a simple 
programme.  

• Differences between RESC and CORE were discussed, with
CUC stating that those on CORE would stay with it as it was a
contracted system; CORE may be subject to sunset; value is an
uncertain number in CORE; big challenge with bankability of
savings. RESC would be for new consumers moving into the
space, with less strict capacity limits with RESC incentivising
storage. ST told the meeting that if there was a situation where
the cost of energy at night is higher because there are no
storage costs throughout the day, there may be a situation
where that rate takes the night load off the grid, the consumer
gets a better credit, and there is storage available which you
cannot have with CORE.

•  indicated that over the next 5 years and the projects planned
to displace diesel fuel usage the savings for retail and
commercial will amount to $35-40M per year. Of CUC can get
to the CON in 3 years and get an RFP out, by May 2027 having
lots of renewable energy on the grid, they can do programmes
to add another 20 or 30mw in a larger scale for commercial size
usage it will bring down the cost further.

•  spoke about CUC’s RESC and the lateness with which they
had received notification regarding Board’s insistence that CUC
must bid through a separate entity, with the Chair confirming a
BoD decision was made in March on that and the EDE was
instructed to relay that decision to CUC at that time. Chair
indicated the RFP would be issued soonest, with some fine
points being addressed currently.  indicated that as CUC had
only just become aware of the notice of intention, then they
consider themselves disadvantaged. Chair confirmed if CUC
won a bid, they could create a subsidiary company in order to
operate.  informed the meeting that there would be a
challenge with this delivery as costs of financing would be
higher, so it would mean taking the least cost option off the
table. WT requested CUC walk the BoD through the rationale
behind that statement.  informed the meeting that CUC has
a particular credit rating which means their bid can be lower,
and  confirmed regulated utilities are an investment class for
shareholders and lenders look at them in a certain way, as
capital intensive they attract certain lenders and investors
looking for stability, dividends, etc. A subsidiary would have
none of these benefits and attract a lower credit rating, with no
stability and higher risk.

• Chair indicating, as the meeting time had run short, that once
OfReg’s letter was with CUC, they should write back as quickly
as possible with their concerns which will be taken into account.
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