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SUBJECT: Surrey Organic Waste Biofuel Processing Facility – Update on the Completion 

of the Procurement Process 
 

 
RECOMMENDATION 
 
The Engineering Department recommends that Council receive this report as information. 
 
INTENT 
 
The purpose of this report is to apprise Council that City staff have finalized both the Biofuel 
Project Agreement with Iris Solutions, to design, build, partially finance, operate and maintain the 
Surrey Organic Waste Biofuel Facility for a 25-year term, and the PPP Canada Financial 
Agreement to receive a 25% contribution of the project capital cost. 
 
BACKGROUND 
 
At its Regular meeting on December 10, 2014, Council approved the recommendations of  
Corporate Report No. R206; 2014, which authorized staff to:  
 

1. Approve the Biofuel Project Board’s recommendation that the City award RFP No. 5587 
Surrey Biofuel Processing Facility Project, to the preferred proponent, Iris Solutions, to 
design, build, finance, operate, and maintain the Surrey Organics Biofuel Processing 
Facility for a 25-year term subject to: 

a. Staff finalizing the Project Agreement with Iris Solution by January 31, 2015; and 
b. Staff finalizing the PPP Canada Fund Financial Agreement for the receipt of PPP  

Canada contribution of 25% of the project capital costs. 
 
The report provided further detail on the RFP procurement process that led to the selection of Iris 
Solutions as preferred proponent, as well as outlined the 25-year public-private-partnership 
(P3) Project Agreement model that the City would be entering into with Iris Solutions.  The report 
provided additional technical information on Iris’ proposed facility, as well as financial impacts to 
the City.  
 
A copy of Corporate Report No. R206; 2014 is attached as Appendix I.  
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DISCUSSION 
 
City staff and the project’s procurement team, including procurement advisors Partnerships BC, 
financial advisors Price Waterhouse Cooper, and external legal counsel Dentons Law, have been 
working with the Iris Solutions team to reach financial close. 
 
City staff and Iris Solutions have successfully executed the Project Agreement (PA).  Under the 
PA, Iris Solutions will design, build, partially finance, maintain and operate the Biofuel Facility for 
a 25-year term.  The City will retain ownership of the facility, and is required to deliver City 
organic waste to the facility over the term.  The “tipping rate” paid by the City for organic waste 
disposal will form the basis for the City’s repayment to Iris Solutions’ capital investment and 
ongoing operations and maintenance costs.  Iris Solutions is required to source organic waste 
from the commercial sector to achieve optimal processing capacity.  The facility will process the 
organic waste and generate a renewable natural gas (RNG) as well as a high-end compost product.  
It is the intent of the City to use 100% of the RNG produced within its corporate operations, while 
the compost product will be marketed and sold by Iris Solutions.  
 
City staff also finalized the PPP Canada Fund Financial Contribution Agreement which was 
successfully executed.  Through this agreement, the City will receive 25% of the capital cost of the 
project from the PPP Canada Fund immediately following the issuance of the certificate of service 
commencement expected to by late 2016/early 2017.  The payment will flow through the City to 
Iris Solutions, and represent the City’s initial repayment towards the capital investment. 
 
Following service commencement, the City will receive a second payment of approximately 
$500,000, which represents 25% of the project’s total eligible “public sector implementation costs” 
(i.e., unique costs incurred by the City to engage a PPP procurement process, such as engaging a 
Fairness Advisor, P3 Procurement Advisor, etc.). 

 
In addition to the above, City staff continue to engage in positive discussions with Fortis BC 
regarding terms of the “buy-sell” biomethane agreement.  Under this agreement, the City would 
sell the biomethane generated at the facility to Fortis at a negotiated rate, and then buy back 
100% of the gas as a customer of the Fortis BC Renewable Natural Gas (RNG) program.  The City 
will use the majority of the gas produced to fuel its fleet of natural gas waste collection vehicles 
and its growing fleet of natural gas operations service vehicles.  The remaining RNG will provide a 
renewable fuel to support demand from the City’s new District Energy utility.  Staff are currently 
working towards finalizing a Term Sheet with Fortis BC reflecting the terms of this agreement, 
and anticipate reaching a final agreement in the spring.  
 
Staff also continues to work with the Province of BC with regards to sales of the carbon credits 
associated with the Biofuel Facility project.  The City and the Province have already executed a 
Term Sheet relative to this agreement, and are proceeding onto next steps, including the 
completion of a Project Plan, Project Validation, and an Offset Purchase Agreement, which is 
anticipated in the spring. 
 
Project Schedule 
 
Table 1 below provides a listing of the anticipated timing for the delivery of this project by Iris 
Solutions: 
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Table 1 - Surrey Biofuel Facility Key Milestone Schedule 

Key Milestone Item 
Responsibility Allocation (Lead) 

Date City of Surrey Orgaworld 
Canada 

Architectural Review Panel     

February 2013 
 

PA Financial Close   
P3 Canada Agreement   
Design Review Process 
Commencement 

  

*Corporate Report Presented   
PR Event   
Public Information Meeting   

*Development Permit – 1st Reading   March 2015 
*Development Permit – Final 
Reading & Variance Approval  

  
 

April  2015 
Building Permit Issued   
Construction Commencement (Site 
Prep)  

  

Commissioning   August 2016 
Occupancy Permit Issued   October 2016 

Service Commencement   
January 2017 Issue Milestone Payment (P3 

Canada) 
  

 
Staff will continue to keep Council apprised on progress of this project. 
 
CONCLUSION 
 
The Engineering Department recommends that Council receive this report as information. 
 

 
 
 
Fraser Smith, P.Eng., MBA 
General Manager, Engineering 

RAC/BVD/clr 
 
Appendix I - Corporate Report No. R206; 2014 
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