REPORT
Meeting Date: June 14, 20112
Regional Council

DATE:

May 28,2012

REPORT TITLE: LONG TERM WASTE DISPOSAL - P3 CANADA FUND
FROM:

Dan Labrecque, Commissioner of Public Works

RECOMMENDATION
That an application be submitted to PPP Canada to obtain funding under the P3 Canada
Fund for the Region of Peel's long term waste disposal (thermal conversion) facility;
And further, that staff be directed to follow the P3 Canada Fund process for procurement
of the long term waste disposal facility.
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Regional Council directed staff to issue a Request for Prequalification (RFQ) to pre-qualify
vendors of established thermal conversion technologies (Resolution 201 1-1156).
Staff met with representatives of PPP Canada to discuss funding opportunities for the long
term waste disposal solution and to understand their requirements and process.
PPP Canada will fund up to 25 per cent of eligible construction costs of approved projects
through grants, repayable contributions, loans and loan guarantees.
PPP Canada's funding process is prescriptive, requiring the completion of a business
case prior to the issuance of the Request for Prequalification; if Peel follows the PPP
Canada process it is anticipated that the Business Case would be completed in 2012 and
approved by PPP Canada in early 2013 with the Request for Prequalification issued in
Adhering to the PPP Canada process requires a more formal review of many up-front
aspects of the project, including ownership options and procurement methods which adds
time to the planning and procurement phases of the project and increases staff effort by
the equivalent of one Full-Time Equivalent (FTE). According to PPP Canada, this added
effort reduces the risk of delays later in the project.
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DISCUSSION

I. Background
The Region of Peel (the Region) currently produces approximately 250,000 tonnes per year
of residual waste, of which approximately 160,000 tonnes per year is sent to the Algonquin
Power Energy-from-Waste Facility in Brampton and the rest to the Twin Creeks landfill in
Warwick, Ontario under a 25-year disposal contract with the site's owner, Waste
Management of Canada Corporation (WMCC). The Region's current contract with
Algonquin Power has been extended to October 31, 2012.
a) Assessment of Long Term Waste Disposal Options

In 2010, the Region retained HDR Corporation to review Peel's long term waste disposal
options and recommend a technology or combination of technologies to dispose of
Peel's residual waste.
At the November 24, 201 1 meeting of Regional Council, staff presented the results of
the evaluation of waste disposal system options, which identified an established waste to
energy technology combined with landfill as the preferred waste disposal system.
Council directed staff to issue a Request for Prequalification (RFQ) in early 2012 to prequalify vendors of established thermal conversion technologies and to report back to the
Waste Management Committee and Regional Council, with an update on the results of
the Request for Prequalification (Resolution 2011-1156).
b) P3 Canada Fund

On May 1, 2012 staff met with representatives of PPP Canada to discuss funding
opportunities for the long term waste disposal project. On May 14, 2012, PPP Canada,
along with Deloitte & Touche LLP (Deloitte), who specializes in structuring P3 projects,
presented more detailed information on its application process and its requirements.
Solid waste management projects have been identified as one of the priority
infrastructure categories. Eligible P3 Models must have meaningful private sector
involvement in at least two of the following five structural elements: design, build,
operate, maintain or finance. Further, one structural element must be: operate, maintain
or finance. As procurement of the long term waste disposal solution will include design,
build, operate and maintain elements, this requirement will be satisfied. A design, build,
operate, maintain and finance procurement structure is, however, preferred by PPP
Canada as it provides an incentive to vendors to construct a quality facility and have
good maintenance practices.
PPP Canada provides funding based on the merits of the project, particularly being able
to demonstrate that their process will result in efficiencies and savings over traditional
procurement methods. This is done by developing a business case for various
procurement models.
PPP Canada will fund up to 25 per cent of eligible construction costs through grants,
repayable contributions, loans and loan guarantees (depending on project revenue
streams). However, in order to qualify for the P3 Canada funding, the Region is required
to demonstrate its commitment by funding the balance of the project cost. Preliminary
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estimates assess long term waste disposal project construction costs in the range of
$300 to $400 million dollars.
Based on preliminary funding assessment, it is anticipated that the overall cost of the
project can be funded as follows:
0
PPP Canada will provide up to 25 per cent of the direct construction cost of the
project (range of $75 to $100 million dollars).
0
The Region will fund approximately 25 per cent of the cost through combination
of savings of approximately $9.0 million per year derived from use of landfill,
Region's reserves, and issuance of debt.
Private partner will finance the remaining cost of the project whereby the Region
would repay this debt through a higher monthly tip fee over the life of the
agreement, which is estimated at 25 years.

2. P3 Canada Fund Process
a) Application

The first step is to make an application to P3 Canada. The fourth call for applications
opened in April and closes on June 15, 2012. A decision to accept the application will
be made by PPP Canada by September 30,2012.
b) Business Case

The second step is to prepare a PPP Business Case which includes a procurement
options analysis that considers value for money. Work on this can commence prior to
PPP Canada contacting the Region confirming acceptance of the application.
PPP Canada will reimburse up to 25 per cent of the costs to screened-in applications to
prepare a Procurement Options Analysis in support of the P3 compatibility of a project.
Prior to the Business Case being submitted, PPP Canada requires that the market be
engaged through a market sounding to confirm market interest and vendors' ability to
deliver. The market sounding will include a Request for Expressions of Interest (REOI)
followed by vendor consultation.
Market sounding is conducted to confirm interest in the project, deal structure, and to
identify key issues such as approvals (e.g. Environmental Assessment) processes, site
selection and energy market agreements.
The purpose of vendor consultation is to introduce the project to the market, test the
business case assumptions and inform the approach from feedback received from
vendors. The REOI creates awareness, provides opportunity for consortiums to be
created, validates the proposed approach through feedback received and identifies
interest in the project. Market sounding activities are a mandatory step if P3 Canada
funding is sought and a recommended step even if funding is not sought.
According to PPP Canada it typically takes six months to prepare the Business Case.
Beginning work on the Business Case prior to being notified by P3 Canada on the
acceptance of the application will ensure that it can be submitted for the January
deadline for PPP Canada's March 2013 Board of Directors meeting and subsequent
decision from the Minister of Finance. Otherwise, it will not be reviewed until the next
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Board of Directors meeting in December 2013. If Peel chooses to follow the P3 process,
the Request for Prequalification cannot be issued until the Business Case is approved.
In order to expedite issuing the Request for Prequalification it is recommended that work
on the Business Case commence immediately after the Application is submitted.
Whether or not a P3 Canada process is followed, completing a Business Case is
beneficial as it confirms the best way to proceed with the project.

3. P3 Canada Fund Implications on the Long Term Waste Disposal Project
a) Ownership Options
Although PPP Canada is open to land-lease and design-build-own-operate-transfer
scenarios, a facility located at a Vendor Site would not be eligible for P3 Canada
funding, unless ownership of the facility is transferred to the Region at the end of the
contract. If, after completing the business case I market sounding, Peel decides to
proceed with a private ownership model (i.e. merchant capacity), the Region's funding
application could be withdrawn.

b) Processing Capacity
The Request for Prequalification (RFQ) could give vendors the option of proposing to
construct and operate a 400,000 tonne per year facility, with the vendor having
responsibility for obtaining the additional 200,000 tonnes per year of waste. This may
provide the Region with a lower all-in per tonne cost, due to the potential economies of
scale associated with constructing and operating a larger facility.
However, if the additional capacity is used to dispose of industrial, commercial and
institutional waste at a profit to the vendor, the additional capital cost associated with the
increased processing capacity would not be eligible for the P3 Canada Fund. Peel's
share of the capital cost (i.e. the first 200,000 tonnes of capacity) would still be eligible
for funding.
c) Approvals
Accepting Federal funding would currently trigger a Federal Environmental Assessment
under the Canadian Environmental Assessment Act. Although this would be done in
conjunction with the Provincial Environmental Assessment process (as per the CanadaOntario Agreement on Environmental Assessment Cooperation), this may add
complexity to the approvals process and therefore require additional resources and time.
It is important to note that the new Exclusions List Regulation (expected in July 2012)
under the Canadian Environmental Assessment Act could exempt this project from
Federal Environmental Assessment requirements.
d) Procurement
PPP Canada requires that the thermal conversion technology be procured through a
competitive process, which is consistent with Council's current direction to issue a
request for proposals for the long term waste solution.
PPP Canada requires that an independent Fairness Monitor be hired to oversee the
RFQ and Request for Proposals (RFP) evaluation processes. Even if the PPP Canada
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process is not followed, retaining a Fairness Monitor is recommended for this project to
mitigate the potential for litigation from unsuccessful vendors and to reassure the public
that the process was fair.
e) Resources

Based on various discussions with other municipalities undertaking P3 projects,
additional staff support is required in order to successfully administer and execute the
project. Based on feedback from the City of Sudbury, which is currently following a PPP
Canada process, it is estimated that two to five days per week of direct project staff time
will be required to administer the obligations of the PPP Canada process on top of other
project work. Given this, one additional contract FTE would be required to be added to
the project staff. In addition, the P3 process will require significant direct and indirect
support from internal resources. The extent of this support is yet to be determined.

f) Schedule
Depending on when the Business Case is submitted it is expected that the P3 process
could add six months to one year to the implementation schedule. The timing of
anticipated milestones is summarized in the table below.
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Date
Milestone
Retain Consultant to Assist with P3 Canada Application and
June 1,2012
Business Case
June 15,2012
Submit Application to P3 Canada
July-5, 2012
Issue Request for Expressions of Interest (REOI)
2012
October I,
Announcement of P3 Canada Screening Decision
Deadline to Submit Business Case (for March 2013 P 3 ,
January 4, 2013
Canada Board of Directors Meeting)
March 2013
Approval of Business Case by P3 Canada
Issue Request for Prequalification (RFQ)
Q2 2013
Evaluate RFQ Submissions
Q3 2013
Q4 2013
Issue Request for Proposals (RFP)

,
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4. Proposed Direction and Next Steps

Pending approval of Regional Council, the Application to PPP Canada will be submitted by
the June 15, 2012 deadline, following which work will commence on the Business Case.
Subsequently, work on the Business CaseIMarket Sounding (including issuing the REOI and
vendor consultations) will begin in July. Staff will report back to the Waste Management
Committee and Regional Council, with an update on the results of the Business
CaseIMarket Sounding.
Since the Request for Prequalification will have to reflect the preferred procurement model
that is determined through the Business CaseIMarket Sounding, it cannot be issued until the
Business CaseIMarket Sounding has been approved if P3 funding is sought. PPP Canada
and Deloitte have recommended that the Business CaseIMarket Sounding be done even if
P3 funding is not sought.
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The Request for Prequalification will be drafted in parallel with preparation of the Business
Case. A separate report will be brought to a future meeting of Regional Council discussing
key aspects of theRequest for Prequalification, including siting options, ownership options,
financing options and evaluation criteria.

FINANCIAL IMPLICATIONS

P3 Canada maintains a roster of approved consultants to assist with the development of the
Application and Business Case to the P3 Canada Fund and predetermined rates to provide
these services. The cost to prepare an application to P3 Canada is estimated to be
approximately $15,000. The cost to prepare the Business Case is estimated to be
approximately $150,000, not including incremental consulting costs from the Region's technical
procurement advisor and internal costs to prepare the Application, Business Case, and Request
for Expressions of Interest.
Budget is available in Capital Account 11-6605 to pay for this work.
CONCLUSION

This report identifies and presents the process, requirements and implications of obtaining P3
Canada funding for the thermal conversion facility.
"

It is recommended that staff submit an application to PPP Canada to obtain funding under the
P3 Canada Fund for Peel's long term waste disposal (thermal conversion) facility, and that the
-P3 Canada Fund process be followed for procurement of the long term waste disposal facility.
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Dan Labrecqu
Commissioner of Public Works

Approved for Submission:

D. Szwarc, Chief Administrative Officer

For further information regarding this report, please. contact Norman Lee at extension 4703 or
via email at norman.lee@peelregion.ca
c.
Legislative Services
&Manager,
Financial Support unit (FSU)
L. Morrow, Acting Director, Purchasing
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Lee, Director, Waste Management

