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an operating permit, if it holds a significant amount of fuel 
(250 imperial gallons or more), the fuel storage would be 
subject to regulatory oversight and inspections, and you 
would need an operating permit for that storage.  

3.2 Energy  12 
3.2.1 Dashboard Included in the Board folder for viewing. 13 
3.2.2 CUC Temp Gen  The BoD looked at the draft determination and made several 

changes to the document. Main points of discussion: 
• Consistent with the Board decision on the second tranche of 

temporary generation in 2023, (which was 
miscommunicated by former EDE), the decision was to 
permit CUC to use temp gen but only when genuinely 
needed and not at the expense of consumers, placing strong 
conditions on use: 

- cost of temp gen not being passed on to 
consumers; 

- no operational costs recovery, only fuel/lube 
should to be recovered from consumers 

- no deferred payment or regulatory asset 
treatment: CUC must provide documentary proof 
that no cost is being passed on to consumers; 

- the phasing out of temperary generation as soon 
as possible or as directed by the Office; 

- fuel costs associated with temporary generation 
should only be recovered through a fuel factor 
equal to or less than CUC’s most efficient unit, 
and should not be included in the rate base.  

• These instructions need to be clear and strongly worded, 
with including strict recovery cost conditions to prevent pass-
through of costs and/or inclusion in the rate base. 

• CUC can only use temp gen if there is a shortfall in reserve 
generating capacity which results from unplanned 
maintenance, demand outgrowth, or capacity loss. The 
approval for using temp gen is based on the actual 
occurrence of this shortfall (remove ‘significant’ and use 
‘potential’).  

• CUC cannot supply electricity for profit without going through 
the full competitive bid licensing process. The only exception 
is if there is a catastrophic failure and CUC would be allowed 
to replace the capacity with temp gen in that case. If they 
plan to retire a generator or add new capacity, they must go 
through the formal bidding process. We should ensure that 
language around the general solicitation process includes 
consideration for factors beyond just price (eg local factors 
and community benefits). 

• There should be a requirement for CUC to itemise the costs 
associated with temp gen, including which unit ran, the fuel 
that was burned, the efficiency rate, what fuel/lube costs 
were passed through to consumers. These figures should be 
tracked and audited to ensure full transparency and to 
prevent improper billing, ensuring details are accurate and 
align with regulatory expectations. 
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• The inclusion of detailed analysis or specific data in the 
document such as reserve capacity and peak loads should 
be handled cautiously. It should be made clear that it is 
subject to further analysis and may require an appendix, or 
a reference to the full application documentation to avoid 
confusion. 

• Energy team had discussions with the Office’s Economic 
Regulator about CUC’s needs and updated the language in 
the document to highlight CUC’s capacity may fall below the 
licensed reserve requirement if they don’t utilise temp gen in 
exigent circumstances (eg unscheduled maintenance, 
spiking, etc). 

• There is a key distinction between allowing and approving 
CUC to use temp gen. 

• There is a need for confirmation on how leasing costs (the 
$3.5M for leasing/BESS/RESC/Tranche 2) are being treated 
and whether they have been included in the rate base. There 
was a suggestion to reserve the right to revisit the issue 
regarding these costs and ensure that any future decisions 
align with previous agreements and maintain consistency. 

• The term ‘firm power’ should be defined in the document. 
Whilst it is not defined in the current licence, it is a recognised 
industry term globally, and the NEP includes the definition. 

• The ‘disaster’ definition in the licence relates to a 
proclamation from the Governor under emergency powers. 
This is a high bar and does not apply to engine failures. 
Temp gen use due to an engine failure falls within the 
generation licence domain and does not require a disaster 
declaration.  

• The language surrounding the bidding process should be 
adjusted to avoid any implication of anti-competitive 
behaviour. The term anti-competitive requires a clear 
definition and should not be used without clear evidence.  

• Discussion around reserve capacity and peak load needs to 
be addressed in the document, specifically regarding the 
35% lower margin. It is agreed that adding specific reserve 
capacity numbers may be controversial unless properly 
substantiated by data.  

• Urgency language needs to reflect CUC’s claims of the 
urgent need for capacity, but the specific details about 
reserve margin can be referenced elsewhere. 

• There was a lengthy discussion about how to phrase the 
sanctions section. The aim was to keep it clear but not overly 
forceful or threatening. The initial suggestion was to express 
that the Office may consider sanctions in the future if 
needed, but the wording should not imply a predetermined 
course of action. The revision decided upon clarifies that 
sanctions are still under consideration and are dependent on 
future actions rather than a fixed consequence. After 
considering the pros and cons of including the sanctions 
clause within the existing section, the decision was made to 
place it at the bottom of the document. 

• It was noted that the CUC temp gen proposal created 
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confusion as to whether CUC can generate and sell 
electricity under its T&D Licence, which is not permitted. 
CUC can only sell electricity if from a licensed generator 
under a PPA. The generation licence permits CUC to general 
electricity whilst the T&D licence does not permit electricity 
generation.  

• There was discussion on whether and how to reflect fuel 
costs for temp gen in billing. One idea was to have a 
separate line item on the bill for temp gen fuel costs so that 
consumers can clearly see the extra costs for the use of temp 
units. Issue is that if temp gen is billed at a lower blended 
rate customers may mistakenly assume CUC is incentivised 
to use temp gen for all future generation to reduce costs. It 
was suggested to keep track of these costs separately and 
ensure transparency. CUC should report on the fuel 
consumption for temp gen units whilst keeping the rate 
consistent with the most efficient unit. This approach will help 
prevent misunderstandings amongst consumers and ensure 
that all extra cost are properly accounted for. 

• There was concern that CUC may be using temp gen units 
long-term and this could be perceived as a permanent 
solution rather than an emergency measure which might set 
an untenable precedent. 

• A concern was raised about determining the efficiency of 
temp gen units. When purchasing these units the 
manufacturer’s specifications provide benchmarks to 
calculate the unit’s efficiency. Whilst CUC may not 
appreciate this approach, it is believed necessary to hold 
them accountable to prescribed standards. 

• The section on health and safety seemed overly broad. This 
definition can change to ‘destructive event’ to clarify that 
temp gen would only be used for emergencies or destructive 
events.  

• The process was clarified for circulating the final draft: 
- AGC will send out the clean copy with mark-ups 

to show the changes made in the last discussion; 
- FB is to receive the document with changes 

highlighted and all Members will read it over; 
- Chair will make final tweaks after input and send 

over to the BoD for review and final approval. 

Next Steps 

Clarify conditions for temp gen: reiterate that CUC cannot apply 
for a temp gen licence under non-emergency situations and 
reference the legal stipulations around this. Include clear 
conditions for temp gen to ensure CUC can only use the temp 
gen when it is actually needed to prevent a generation shortage 
and cannot pass excessive costs to consumers and must phase 
out temp gen as soon as possible. 
Fuel factor for temp gen: ensure there is a separate line item for 
fuel costs in accounts and the Office request information 
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associated with temp gen to maintain transparency. 
Accountability for costs: the Office will be responsible for verifying 
the temp gen usage, ensuring that it is properly accounted for 
and does not inflate consumer’s bills unnecessarily. 
Transparency in reporting: clearly state that CUC is required to 
report monthly usage of temp gen and fuel consumption and the 
office will ensure it is being done at the correct rate. 
Monitoring long-term use of temp gen: there should be 
monitoring in place to ensure temp gen is only used when 
absolutely necessary and phased out quickly before it becomes 
a long-term solution. 
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3.2.3 CUC CON The draft determination was considered. 
• It was suggested that the introduction in the draft should be 

standardised, with references to the Office, URCO or 
authority kept consistent in this document and the draft for 
temp gen. Everyone agreed that the preamble should not 
change much between documents. 

• It was queried whether “intermittent renewables” was a term 
in the CON. BoD clarified there are several references to the 
term. ICEO read out those renewables considered non-
intermitted, contained within the document. 

• The question of retiring 32.7MW of firm generation by 2027 
and the need for 162.8MW was posed. These figures need 
to be cross-checked with the CON data.  

• It was queries as to whether there should be an RFP for firm 
and solar generation separately, given that they have not 
determined the exact amount. BoD expressed the need to 
determine the required generation for CUC, considering their 
motivations for taking this hybrid approach. It was suggested 
they may not be asking for more firm generation as they plan 
to use the BESS to reduce their needs. Given their projected 
retirements and existing licence, the need to understand why 
CUC is not asking for more generation was emphasised. It 
was suggested sending a letter to CUC to get this 
information rather than issuing an RFI. It was suggested 
giving CUC 7 days to respond to this letter. ICEO confirmed 
the draft determination can include the proposal to seek 
additional information. 

• Concern was expressed about the need to ensure CUC’s 
request for firm power is aligned with their obligations under 
their licence and that it would not compromise grid reliability 
in the future. The document should emphasise that the 
security of the grid and continuity of electricity supply in 
Cayman are paramount in making the decision, despite 
concerns over the transition to renewables in accordance 
with the NEP. 

• It was suggested the BoD send a message to the Ministry 
and Cabinet regarding the NEP, emphasising that it is not in 
force as yet, and they should provide guidance to the Office 
on whether and how the Office is expected to proceed with 
the CON approval and future policy. 
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EDE and ADDE entered the meeting. 
Key issues discussed: 
• Firm Power v Renewable Generation: Board discussed

whether to approve CUC’s request for 36MW of firm power,
especially considering CUC’s intention to retire 37.5MW in
the near future. Concerns about the ability to meet future
load growth and replace retiring capacity with sufficient firm
generation power so as to eliminate the need for any temp
gen units. The idea of approving a firm generation
component of around 90MW was discussed to address the
gap and future demand.

• Need for Clarity in CUC’s Proposal: There were concerns
around CUC’s hybrid proposal, which includes a large
portion of renewable energy (photovoltaic and battery
storage), but this renewable generation is not firm power and
does not fit within the current licensing framework. The
Board is hesitant to approve non-firm renewable generation
in place of firm generation, fearing it could undermine grid
stability, especialy with nodirective on the NEP from the
Government. It was noted again that the NEP cannot
displace the legislation nor does it displace or amend the
current CUC Licenses.

• Concerns Over Competition: There is a concern that by
approving smaller amounts of genration (ie the 36MW), it
may discourage competition and lead to CUC controlling all
of the market again. A larger project (eg around 90MW)
might be more attractive to international investors..

• Time Constraints and Necessity of Action: The urgency of
addrssing power generation issues, given that load growth
and infrastructure development are already happening, and
the retirement of older generation units is imminent. Ther is
a concern that CUC’s time for replacing generation is
unrealistic.

• Approval Process and Detremination: EDE/ADDE informed
the Board that scenario 1 in CUC’s CON was indeed for
approving a firm generation request of 90.1MW. The Board
decided this was the best scenario, in line with the need to
meet public obligations and future power requirements, as
calculated. They also want to ensure they are not
prematurely adopting renewable energy solutions which may
merely compromise grid reliability. The draft determination
should be amended to reflect these priorities, particularly the
necessity of firm power to support grid stability.

Next Steps 
AGC/Energy sector to work on rewording the draft determination. 

47 

48 

49 

50 

51 

52 
3.2.4 CUC CIP • There was a question about whether regulatory assets (such

as those related to fuel recovery for temporary generation
equipment) are included in the CIP.  It is the Board’s
understanding that the CIP only accounts for hard assets like
property, plant, and equipment. Regulatory assets are more
abstract and not typically part of CUC’s CIP unless they have
a physical component. Temporary generation equipment is
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not accounted for as a capital asset unless it is leased with 
the option to own. If it’s just expenditure, it's not considered 
an asset, and the CIP would not report it. 

• There was discussion around temporary generation (such as
backup power plants), specifically how efficient the units are.
It was emphasised that the need for efficiency data on the
entire fleet of generators, particularly focusing on how many
units have meters for tracking fuel consumption. ADDE
confirmed that newer generators have meters, but older
ones do not. This leads to concerns that CUC may not have
accurate data on fuel consumption, making it difficult to
justify their fuel factor charges to consumers.

• It was noted that poles were once included in the CIP but are
now removed. ADDE confirmed that the cost associated with
poles was around but this was taken out in the latest
plan. BoD were informed that anything under 3% ($3M)
doesn't need to be included in the CIP, and it was pointed
out that although the expenditure related to poles isn't in the
CIP now, it was originally in the Capital Expenditure Plan.

• EDE informed the Board there is a dispute between CUC
and the National Roads Authority (NRA) regarding the cost
of street lights. The NRA pays CUC approximately
$98k/month for over 7,000 street lights, with an annual audit
conducted to verify costs. CUC has been adding new costs
related to the installation of new lights and special poles. The
NRA is disputing whether they should be responsible for
these additional costs, particularly since CUC is charging
them for the replacement of street lights, even though the
cost is supposed to be included in the rate. There was a
suggestion that the NRA should have a historical recovery
mechanism for the costs of poles, as the government
actually owns the poles affixed to its property. It was
suggested that the Government could actually charge CUC
for pole space, which would be an ongoing revenue stream
for the government, given that CUC erects many of its poles
on government land.

• When it comes to the costs of poles and street lighting, the It
was clarified that both telecom consumers and electricity
consumers share the costs. The ongoing debate is whether
telecoms should continue paying for these costs, especially
since NRA and CUC have been arguing about the fairness
of the charges for new lights and poles.
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Decision The Board approved an amended CUC 2025-2029 Capital 
Investment Plan (CIP), by excluding the Business Cases 
C44L-04 & T&D Upgrades with Make Ready Telecoms, and 
C42M-03 Alternative Energy Technology from the initially 
proposed CIP 2025-2029 and authorised the Executive 
Director, Energy, to advise the Licensee of the Board’s 
decision as soon as practical. 

D4 

3.2.5 L&R Fee Adjustment • The Board reviewed the Paper submitted in respect to CUC’s
proposal to a  reduction of L&R fees, which would benefit
consumers. The adjustment has already been applied for
February, and there's a question about whether this should

58 

Redacted under FOI Act 
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