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    Request for Decision  

Date:   22 Sep 2010    

Meeting Type:  Regular Council  

Topic:  Kneehill County Water Supply Agreement  

Proposal: 

Kneehill County has taken over the operation of what was formally the Churchill 
Water Co-op.  The Churchill Water Co-op covered an area starting at the 
Stampede grounds and going south and west.  Administration, working with our 
solicitor,  have been working to finalize a new agreement with Kneehill County for 
water supply.  The agreement used is consistent with our other water supply 
agreements.  The term of the agreement is for twenty-five (25) years from the date 
of execution of the agreement. 
In addition to the agreement being consistent with our other water supply 
agreements, the boundary was expanded from the previous Churchill Agreement 
to extend to the boundary of Kneehill County.  Attached to the RFP is a copy of the 
agreement, which includes the new boundaries and another map showing the 
boundaries under the previous Churchill Agreement.  

Proposed by:  Raymond Romanetz  

Correlation to 
Business 
(Strategic) Plan   

   

Benefits:    

  
● Puts an agreement in place for the supply of water outside of the southern 

end of the Town's boundary.  
● Demonstrates regional co-operation.  

  

Disadvantages: 
 
  

 
 

Alternatives: 
 

  
● Council authorizes the appropriate officers of the Town to sign the Kneehill 

County Water Supply Agreement.  
● Council accepts the report for information.  

 
 

Finance/Budget 
Implications: 
 

n/a 
 

Operating Costs: n/a Capital Costs: n/a 

Budget Available: n/a Source of Funds n/a 

Budget Cost: n/a Underbudgeted Cost: n/a 
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Communication 
Strategy: 

Recommendations: Council authorizes the appropriate officers of the Town to sign the Kneehill County 
Water Supply Agreement. 

Report Writer: Michael Roy 

Position: Director of Corporate Services 

  CAO:   
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THIS AGREEMENT made effective as of the day of , 2010.

WATER SUPPLY AGREEMENT

KNEEHILL COUNTY
(the “County”)

-and-

TOWN OF DRUMHELLER
(the “Town”)

Introduction

1. The Town currently manages the distribution, treatment and transmission assets
of the Town of Drumheller Water Department used to provide water service to
customers including regional customers.

2. The County wishes to purchase Water from the Town and the Town wishes to
sell and deliver Water to the County.

3. The County and the Town recognize that conservation of water resources is an
important goal.

In consideration of the mutual and other promises described in this Agreement, the
Town and the County covenant and agree as follows:

1. Definitions

In this Agreement, each of the following words will have the meaning fro that word
described below unless expressly stated otherwise:

(a) “Penitentiary Booster Station” means the pumping station located on
the N.W. ¼ of 36-28-20-W4M owned and operated by the Town of
Drumheller as shown on Schedule “B”;

(b) “Churchill Water Co-op Booster Station” means the pump station built
Churchill on S.W. ¼ of 36-28-20-W4M now owned by Kneehill Country as
shown on Schedule “B”;

(c) Agreed Variance means the standard for accuracy for the Meter being
tested as specified in the latest edition of the American Water Works
Association 700 Series Standards;

N:\shared\Engineering\DOCUMENT\Agreements\Water.Supply.Agreement.Typed.Version Kneehill.docx
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(d) Agreement means this Water Supply Agreement including the
introduction clauses, all attached Schedules and all documents produced
or delivered according to the terms of this Agreement;

(e) Annual Quantity means for each calendar year the quantity of Water for
that year determined according to the provisions of Part 1 of the attached
Schedule “A”;

(f) Commercially Reasonable Efforts means, in relation to the performance
of an obligation, efforts that are sensible and practical, and involve the
exercise of reasoned and sound judgment having regard to all of the
relevant circumstances;

(h) Confined Feeding Operation means an activity on land that is fenced or
enclosed or within buildings where livestock are confined for the purpose
of growing, sustaining, finishing or breeding by means other than grazing,
but does not include seasonal feeding and bedding sites;

(i) Cross Connection means any physical connection to the Town’s or the
County’s Watermains whereby Water may become contaminated;

(j) Equipment means all necessary valves, pressure and flow controls,
associated equipment and pipes with respect to a Meter Chamber,
Equipment does not include the Meter;

(k) Maximum Daily Quantity means for each day during a calendar year the
maximum quantity of Water for that day determined according to the
provisions of Part 2 of the attached Schedule “A”;

(l) Meter means the consumption measuring device owned by the Town
which is located at the Churchill Booster Station as shown in Schedule
“C”;

(m) Meter Chamber means the physical structure and all equipment and
instrumentation which houses the Meter and where the Town measures
the quantity of Water delivered to the County. A Meter Chamber is
located at each Point of Delivery;

(n) ML means one million (1,000,000) litres;

(o) Normal Domestic and Municipal Purposes means the use of water for
the purposes of human consumption, sanitation, fire prevention and
watering animals, gardens, lawns and trees;

(p) Peak Hour Draw Rate means the greatest quantity of Water delivered to
the County in a single hour;
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(q) Point of Delivery means the place described in the attached Schedule
“B” where Water is sold and delivered to the County by the Town;

(r) Rate means the price for Water established from time to time according to
the provisions of the attached Schedule “C”;

(s) Schedules means those Schedules attached hereto which form part of
this Agreement including:

Schedule “A” - Part 1 – Annual Quantity
Part 2 – Maximum Daily Quantity

Schedule “B” - Service Boundaries
Description of Watermains and Meter
Chamber; Map showing Booster Station,
Watermains, Point of Delivery and Meter

Schedule “C” - How the Rate is Determined

Schedule “D” - Parties to whom the County may Resell Water
Outside of the County Boundaries

Schedule “E” - Dispute Resolution Process

Schedule “F” - Town Boundaries

(t) Service Boundaries means the legal municipal boundary of the County
as shown in the attached Schedule “B”;

(u) Town’s Representative means a designated official of the Town;

(v) Water means water which has been treated and is safe for human
consumption (potable water);

(w) Watermain means a water pipe line under pressure used to supply or
deliver Water; and

2. General Terms

(a) This Agreement may not be assigned without the prior written consent of
the other party, which consent shall not be unreasonably withheld,
provided however, that prior to the Town assigning this Agreement;

(i) the Town shall consult with the County, in respect of any proposed
assignment in order to obtain the County’s views and comments in
respect of the assignment;
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(ii) notwithstanding the provisions of paragraph 12(a) of this
Agreement, if the County advised the Town in writing during the
consultation provided for in paragraph 2(a)(i), above, that the
County was opposed to the proposed assignment and the Town
assigns the Agreement to a third party, the County may terminate
this Agreement on five (5) years written notice to the Town and the
third party provided that such notice is received by the Town and
the third party within six (6) months of the Town providing written
notice to the County that the Town will be assigning this Agreement
to a third party, the written notice from the Town to the County to be
provided to the County prior to the Town entering into an
agreement to assign this Agreement to the third party; and

(iii) nothing in (i) and (ii), above, shall restrict or otherwise limit the
Town’s right to deal with its assets and rights in a manner in which
the Town determines to be in its best business interest;

provided further that nothing in paragraph 2(a) shall require the Town to
obtain the County’s consent to any assignment that occurs in relation to a
reorganization of the Town’s corporate structure, business or affairs
involving one or more subsidiaries or affiliates of the Town.

(b) This Agreement is for the benefit of and binds the parties and their
respective successors and permitted assigns.

(c) Any term of this Agreement which is determined to be void, unenforceable
or illegal will be severed from this Agreement. The remaining terms will be
effective and enforceable.

(d) The headings are for reference only and will not be used to interpret or
construe this Agreement.

(e) Time is of the essence for every part of this Agreement.

(f) Any notice, consent or communication required by this Agreement must e
in writing and will be delivered by hand or by courier to the following
addresses or will be telecopied to the following telecopier numbers, as the
case may be:

To the Town at:

Town of Drumheller
703 – 2nd Avenue West
Drumheller, Alberta, T0J 0Y3
Attention: Chief Administrative Officer
Fax No.: (403) 823-8006
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To the County at:

Kneehill County
232 Main Street
Box 400
Three Hills, AB T0M 2A0
Attention: Chief Administrative Officer
Fax No.: (403) 443-5115

(g) This Agreement will be governed by and construed according to the laws
in force in the Province of Alberta.

(h) All changes of gender and number will be made where required.

(i) The Effective Date of this Agreement is upon execution.

(j) The term of this Agreement is 25 years commencing from the Effective
Date. This Agreement may only be renewed by further written agreement
between the parties.

(k) This Agreement is the only agreement between the parties in relation to
the subject matter hereof, and supersedes and replaces all prior
agreements, representations, warranties, statements, promises,
information, arrangements and understandings, whether oral or written,
express or implied, with respect to the subject matter hereof. This
Agreement may only be amended or modified by a further written
agreement of the parties.

(l) The quality of water the Town provides to the County will be of the same
standard it supplies to the residents of the Town in accordance with the
Approval issued by the Province of Alberta.

(m) The Town’s obligation to supply water pursuant to this Agreement is
subject to an overriding obligation to supply water to the Drumheller
Institution as well as it’s obligation to use water as necessary throughout
the Town Water System for emergency purposes such as Fire Fighting.

2. Obligations of the Parties

(a) The Town agrees to sell and deliver Water to the County at the Point of
Delivery and to meter the Water supplied to the County according to the
terms of this Agreement.

(b) The County agrees to buy and accept delivery of Water from the Town at
the Point of Delivery according to the term of this Agreement.
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(c) Subject to the exceptions in clauses (d) and (e) below, the County, during
the term of this Agreement, shall obtain all of its Water requirements from
the Town.

(d) Where the Town is unable to at any time supply the Annual Quantity or the
Maximum Daily Quantity to the County, the County must purchase from
the Town the maximum amount of Water which the Town is able to supply
and after giving prior notice to the Town, the County may use an alternate
source of supply to supplement its needs, but only until such time as the
Town is able to supply the Annual Quantity or Maximum Daily Quantity.

(e) Where the quantity of Water that will be required by the County will
exceed the Annual Quantity, the Town shall firstly be given the opportunity
to supply the additional quantity of Water required above the Annual
Quantity (the “Additional Quantity”). Should the Town decline to supply
the Additional Quantity, the County may use an alternate source to supply
the Additional Quantity and shall not be required to purchase the
Additional Quantity from the Town should the Town in future be able to
supply the Additional Quantity.

(f) The County will provide the Town with such information as the Town may
reasonably request from time to time in respect of the County’s actual
consumption of Water.

(g) The Town will use Commercially Reasonable Efforts to:

(i) make Water available to the County each year as required by the
County to a maximum amount equal to the Annual Quantity for that
year;

(ii) subject to paragraph 3(g)(i), above, make Water available to the
County each day as required by the County up to a maximum
amount equal to the Maximum Daily Quantity for that day;

(iii) avoid situations where it is unable to supply to the County the
quantity of Water required by the County.

(h) The County and the Town will work cooperatively and each of them will
use Commercially Reasonable Efforts to manage and control the Peak
Hour Draw Rate so as to optimize the operation of the water supply
system providing water to the County under this Agreement.

(i) The County will pay for all Water measured by the Town at the Point of
Delivery.
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(j) The County will pay for all Water at the Rate established and in effect from
time to time in accordance with Section 4 herein and the attached
Schedule “C”.

(k) The County will pay for all Water by monthly payments based upon billings
prepared by the Town. The Town will provide monthly billings to the
County at least 30 days in advance of the due date for payment. If the
County fails to pay by the due date, then the County must pay the late
payment charge specified in the monthly billing.

(l) The County may buy untreated water from sources other than the Town.

(m) The County will only sell Water bought from the Town for the sole purpose
of distributing the Water:

(i) within the Service Boundaries as shown on Schedule “B”; and

(ii) to customers outside the Service Boundaries that are identified in
the attached Schedule “D” as may be agreed to from time to time.

(n) The County and the Town are individually responsible for obtaining, at
their sole expense, all necessary consents, approvals or orders from any
level of government, board, tribunal, Village or other regulatory authority
which is or are required in order for each of them to enter into this
Agreement or to perform and satisfy their respective obligations described
herein. The County and the Town will cooperate with each other and will
provide reasonable assistance to each other, when requested.

(o) The County and the Town will not allow or permit any Cross Connections.

(p) In the event that the Town purchases Water from the County where the
Water being purchased has been previously sold to the County by the
Town pursuant to the terms of this Water Supply Agreement or the Town
receives transportation service from the County through the County’s
facilities, the rate applicable to the purchase and sale of such Water or the
transportation services, as the case may be, shall be determined in a
manner consistent with Schedule “C” to this Agreement.

(q) The County shall be responsible for obtaining the required Provincial
approval to authorize withdrawal of water from the Red Deer River it is
understood that the process takes time and the Town will endeavor to
continue to supply water.
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4. Rates

(a) Annually, by November 1st, the Town shall forward to the County, the
Rates to be charged for Water supplied by the Town under this Agreement
to become effective on January 1st of the following year.

(b) The Rates to be charged shall be calculated in accordance with the
provisions of Schedule “C” of this Agreement.

(c) Reconciliation of the budgeted water rates to actual on an annual basis.

5. Ownership of Watermain and Meter

(a) That all title and ownership to both the 200 mm Watermain feeding the
Churchill Booster Station as shown on Schedule “B” and the Meter shall
be owned by the Town.

(b) That the County at its own risk and expense will be responsible for:

(i) the control, operation and maintenance of the Watermains that are
not under ownership and control of the Town; and

(ii) all necessary alterations, renewals, additions, repairs and changes
to their Watermains;

(c) That the County has obtained and secured to the satisfaction of the Town
all necessary easements; rights-of-way; land purchases; line assignments;
all indemnification agreements; permits; development permits; building
permits; licenses; and all other approvals; as may be required by any
authority having jurisdiction or any control agency or owner or from any
other source, to construct the Watermain including but not limited to the
access road, fencing, gate and telemetry system at the Booster Station.

6. Metering and Supply

(a) The County has constructed Meter Chambers at each Point of Delivery as
shown in Schedule “B”.

(b) The County will care for, keep safe, maintain, repair and replace all Meter
Chamber.

(d) The Meter Chamber is the County’s property and the Meter is the Town’s
property.

(d) The Town and the County may agree to additional Points of Delivery and if
they do, then Schedule “B” will be amended.
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(e) Any additional Points of Delivery and required Meter Chambers will be
constructed by the County at its expense and will be the County’s
property, provided that all Meters will be purchased and installed by the
Town at its expense and will be the Town’s property.

(f) Any upgrades or modifications to existing or future Meter Chambers
(including the equipment and instrumentation):

(i) required solely for the County, will be completed at the County’s
expense, and;

(ii) required solely for the Town, will be completed at the Town’s
expense.

(g) The Town will care for, maintain, repair and replace the Meter.

(h) Once every three years, the Town will test all Meters for accuracy. The
Town will pay for these tests.

(i) After notifying the Town in writing, the County may require the Town to
have the Meter tested for accuracy.

(j) If at any time a Meter Chamber or a Meter is out of service or is being
repaired so that the measurement of the volume of Water being delivered
is not being recorded accurately within the Agreed Variance, or if a test
determines that the Meter is not registering accurately within the Agreed
Variance, the Meter Chamber or Meter shall be repaired or adjusted as
soon as practical, the measurement shall be corrected for a period
definitely known or agreed upon, or if not known or agreed upon for one-
half of the period since the last test of the Meter, and the measurements
shall be determined or adjusted, as the case may be, to correct for the
degree of inaccuracy using the best available data in the following priority:

(i) by using any check measuring equipment if installed and if
accurately registering within the Agreed Variance;

(ii) by correcting the error, if the percentage of the error is
ascertainable by calibration, test or mathematical calculation; or

(iii) by estimating the volume based upon deliveries under similar
conditions during a period of time when the Meter was working
accurately.

Where a test (other than a tri-annual test) indicates that the accuracy of a
Meter exceeds the Agreed Variance, the Town will pay for the test. Where
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a test (other than a tri-annual test) does not indicate that the accuracy of
the Meter exceeds the Agreed Variance, the County will pay for the test.

(k) The County will allow the Town reasonable access to all Meter Chambers
at reasonable times for the purposes of performing its obligations to care
for, maintain, repair, replace and test the Meters.

(l) That the County shall, by mutual agreement with the Town, at its own risk
and expense, design and supply to the Town standards and specifications
and put into operation a telemetry system and flow recording equipment to
transmit records of water flow from the Meter Chamber or a Meter to the
control room at the Drumheller water treatment plant. The County shall
install the telemetry system and flow recording equipment at all locations
with the exception that the Town will carry out the installation of the
aforesaid system and equipment in the control room at the Drumheller
water treatment plant only. The County shall calibrate the equipment and
continue to make such modifications and adjustments to the telemetry
system and equipment as are necessary until the telemetry system and
flow recording equipment are performing to the satisfaction of the Town.
The costs of the aforesaid modifications and adjustments are to be borne
by the County.

(m) It is recorded that the County has provided to the Town, as-built drawings
of that portion of the construction of the Watermain and Meter lying within
the existing Town limits. The County shall update existing and adjoining
block profile drawings affected by the new construction by the County
within the existing Town limits.

(n) That unless the Town at its own discretion otherwise agrees in writing, the
Town shall not be obligated under the terms of this Agreement to supply
water service for any purpose other than normal domestic and municipal
purposes.

(o) In an effort to preserve tourism and the environment immediate to
Drumheller and to the extent permitted by law, the County shall be
prohibited from supplying water to any new consumer for confined feeding
operation purposes within fifteen (15) kilometers from the Town Limits
without prior written approval from the Town.

(p) Should the Town from time to time agree to supply water service for the
purposes other than normal domestic and municipal purposes, such
supply shall be made on an interruptible and off-peak demand basis.

(q) The County shall be responsible for ensuring chlorine residuals in the
water supply to all of the County’s water consumers are in accordance
with the requirements of the Province of Alberta.
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(r) The Town adds fluorine to the water within the Town water system and the
County shall accept the water so fluoridated and shall have no right of
appeal or objection from any party receiving such water under this
Agreement.

7. Repairs, Maintenance and Replacements

(a) The Town may interrupt or curtail Water service for periods of time as it
may reasonably require for the purpose of effecting any repairs,
maintenance, replacement, upgrading or other work related to its water
supply system providing service under this Agreement provide that (i) the
Town has given the County at least forty-eight (48) hours prior notice or, in
the event of unforeseen circumstances, the Town gives notice of such
interruption or curtailment as soon as is reasonably possible and (ii) the
Town acts reasonably in using Commercially Reasonable Efforts to
restore services as soon as reasonably possible.

(b) The Town will use Commercially Reasonable Efforts to coordinate the
repairs, maintenance, replacement, upgrading and other work referred to
in paragraph 7(a) above, with the County so as to minimize to the extent
reasonable the inconvenience to the County of interruptions and
curtailments.

(c) During periods of interruption or curtailment provided for in paragraph
7(a), above, the Town may reduce the level, quality or quantity of service
provided to the County under this Agreement, provided that the Town shall
treat all of its customers affected by the interruption or curtailment,
including the County, fairly, equitably, and without preference, consistent
with any operating constraints then in effect. The Town and the County
shall use Commercially Reasonable Efforts to keep each other apprised of
and up-to-date in respect of the relevant circumstances during each
interruption or curtailment.

8. Reduced Availability of Water

Where the flow in the Red Deer River is insufficient to allow the Town to withdraw
the volume of water required to meet the needs of the Town and the County, the
Town and County shall incur reductions proportionate to previous annual water
consumption by all users subject to any prior obligations under agreements
already in place prior to the signing of this agreement, namely, the Water Supply
Agreement between the town of Drumheller and Her Majesty the Queen dated
January 1, 1978 and the Water Supply Agreement between the Town of
Drumheller and the Kneehill Regional Water Services Commission dated June
15, 2004.

Agenda Item # 8.1.2 

RFD - Kneehill County Water Supply Agreement Page 81 of 107



Page | 12

9. Force Majeure

The Town shall not be liable for any failure of or delay in performance of its
obligations hereunder or be deemed to be in breach of this Agreement if such
failure or delay arise from “force majeure”.

(a) For the purposes of this Agreement, “force majeure” shall mean any cause
not reasonably within the Town’s control and will include, without
limitation, mechanical failure, acts of God, strikes, lockouts or other
industrial disturbances, acts of public enemy, wars, blockades,
insurrections, riots, epidemics, landslides, lightning, earthquakes, storms,
floods, high waters, washouts, inclement weather, orders or acts of evil or
military authorities, civil disturbances, or any other causes, whether of the
kind herein enumerated or otherwise, not within the reasonable control of
the Town and which, by the exercise of due diligence, the Town is unable
to overcome, provided that lack of funds shall not be a cause beyond
control.

(b) The Town shall give the County prompt notice of such circumstances and
shall take all reasonable steps to remove such disability. The Town shall
not be entitled to the benefit of this force majeure clause to the extent the
failure to provide Water was caused by the Town having failed to remedy
the force majeure condition where it was reasonably able to do so and to
resume the supply of water with reasonable dispatch.

(c) The Town, through its Chief Administrative Officer, may impose
reasonable restrictions on the delivery of Water, provided that the Town
shall treat all of its customers affected by the force majeure, including the
County, fairly, equitably and without preference, consistent with any
operating constraints then in effect.

(d) The parties agree that the settlement of strikes, lockouts, and other
industrial disturbances shall be entirely within the discretion of the
particular party involved therein and such party may make settlement
thereof in such time and on such terms and conditions as it may deem to
be advisable and no delay in making such settlement shall deprive such
party of the benefits of this section.

(e) A force majeure event will merely suspend contractual obligations, and not
bring this Agreement or any portion thereof to an end.

10. Liability, Damage and Mutual Indemnity

(a) The Town shall not be liable to the County for any damage, loss, cost or
expense resulting from, arising out of or associated with:
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(i) a break of any Watermain, service pipe or collapse of any ditch or trench;

(ii) the interference or suspension of the supply of Water due to maintenance
work to, repair work to or replacement work for the Town’s water system
or an emergency situation regarding any part of the Town’s water system;
and

(iii) any accident to or failure of any part of the Town’s water system

Unless resulting directly from the negligent action or failure to act of the Town, its
employees or agents.

(b) Each party (the “indemnifying party”) agrees to indemnify and save
harmless the other party (the “indemnified party”), its agents and
employees from and against any and all damage, injury, loss, costs,
causes of action, including legal costs on a solicitor and his own client full
indemnity basis, and claims suffered or incurred by the indemnified party,
its agents or employees which are in any way connected with the
performance or non-performance of the obligations of the indemnifying
party pursuant to this agreement and which are caused either directly or
indirectly or contributed to in whole or in part by any act or failure to act of
the indemnifying party, its agents and employees, in respect of which
indemnifying party, its agents or employees is liable or otherwise
responsible in law, provided that such indemnity shall be limited to an
amount in proportion to which the indemnifying party, its agents and
employees are at fault or otherwise held responsible in law.

11. Termination, Arbitration and Remedies

(a) Either party may terminate this Agreement before the expiry of the original
term or any renewed term by giving five (5) years prior written notice of
termination.

(b) If a dispute arises between the County and the Town regarding the
interpretation, application, operation or breach of this Agreement or any
part of it the dispute must be submitted to the dispute resolution process
described in the attached Schedule “E” before either party may take any
other action or step or pursue any available remedy in relation to the
dispute regardless of whether such action, steps or remedy involves the
courts, the Alberta Energy and Utilities Board or any successor tribunal or
entity, provided however that either party may file a complaint or other
document required to be filed with the courts, Board or any successor
tribunal or entity and take any other action or step prior to submitting any
dispute to the dispute resolution process if such filing, action or step is
necessary to preserve its right to pursue the dispute in the event that the
dispute resolution process is unsuccessful in resolving the dispute.
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Notwithstanding that the dispute resolution process is involved, the parties
will continue to perform their obligations described in this Agreement until
such time as the dispute resolution process is complete.

(c) Subject to paragraph 11 (b), if a party breaches this Agreement, then the
other party will have all available legal, equitable and other remedies.

12. Strategic Planning and Consultation

(a) The County and the Town will create and develop a process of planning
and consultation. As a first step, the parties agree to the establishment of
a joint steering committee (the “Joint Steering Committee”). Initially, the
Joint Steering Committee will be composed of:

(i) three (3) representatives appointed by the County; and

(ii) three (3) representatives appointed by the Town.

(b) The rules and procedures of the Joint Steering Committee will be
established from time to time by it. However:

(i) the Joint Steering Committee will meet not less than twice per year;

(ii) the role of the chair for each meeting will be rotated alternatively
between the Town and the County;

(iii) the location of each meeting will be rotated among all Joint Steering
Committee Members.

13. The mandate of the Joint Steering Committee is to:

(a) enhance communications between and among the Town and the County.

(b) analyze and improve operations under this Agreement.

(c) engage in a process of strategic planning regarding such issues as the
supply and delivery of Water, water conservation, capital expenditures and
rates and rate increases or decreases; and

(d) provide a forum for the discussion of issues respecting Annual Quantity
determination under Part 1 of the attached Schedule “A” and any other
concerns respecting the purchase, supply and delivery of Water;

provided however that it shall not be necessary for the Town or the County to
take any dispute to the Joint Steering Committee prior to submitting the dispute
to the dispute resolution process in accordance with section 11(b) of this
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Agreement. In order to carry out its mandate, the Joint Steering Committee may
delegate tasks to sub-committees. The sub-committees may be composed or
people who are not members of the Joint Steering Committee.

In witness whereof the parties have signed this Agreement to be effective from
and after the Effective Date.

TOWN OF DRUMHELLER

Per:____________________________

Per:____________________________

Date:___________________________

KNEEHILL COUNTY

Per:____________________________

Per:____________________________

CAO:___________________________

Date:___________________________

N:\shared\Engineering\DOCUMENT\Agreements\Water.Supply.Agreement.Typed.Version Kneehill.docx
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SCHEDULE “A”

PART 1
ANNUAL QUANTITY

1. Subject to section 2 of this Schedule, the County and the Town agree that the
Annual Quantity of Water for each of the following years shall be the quantity set
forth opposite that year:

2008…………………………………………………12,877 m3 (Base Year)

2009…………………………………………………14,165 m3

2010…………………………………………………20,000 m3

2011…………………………………………………22,000 m3

2012…………………………………………………24,200 m3

2. The Annual Quantity of Water for a calendar year will be determined or
redetermined, as the case may be, as follows:

(a) Prior to October 1st in each year of this Agreement, the County will provide
to the Town:

(i) a written forecast of the quantity of Water which the County
reasonably expects to purchase from the Town during each of the
net five calendar years and which the County proposes as the
Annual Quantity of Water for each of those years (the “forecast”;
and

(ii) engineering and other information supporting the forecast, including
without restriction information regarding the County’s forecast
population, business and industrial growth.

(b) Prior to July 31st of the following year the County and the Town will meet
to review the County’s forecast and review planning issues and the Town
will give the County notice as to whether the Town agrees with the
quantity of Water proposed by the County as the Annual Quantity of Water
for a calendar year as set forth in the forecast.

(c) If the Town agrees with the quantity proposed by the County as the
Annual Quantity of Water for each calendar year as set forth in the
forecast, those quantities will become the Annual Quantity of Water for
each of those calendar years.
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(d) If the Town does not agree with the quantity proposed by the County as
the Annual Quantity of Water for any calendar year as set forth in a
forecast, the County and the Town will work together in good faith to reach
agreement on the quantity that will be the Annual Quantity of Water for
each of the years covered by the forecast.

3. Unless and until the County and the Town reach agreement on a different
quantity as the Annual Quantity of Water for a calendar year pursuant to Section
2 of this Schedule.

(a) In the case of a calendar year set forth in Section 1 of this Schedule (a
“Scheduled Year”):

(i) if the County and the Town have not agreed pursuant to Section 2
on a quantity to be the Annual Quantity for the Scheduled Year
different than the quantity set forth in Section 1, the Annual quantity
will be the quantity set forth opposite the Scheduled Year in Section
1; or

(ii) if the County and the Town have agreed pursuant to Section 2 on a
quantity to be the Annual Quantity for that Scheduled Year different
than the quantity set forth in Section 1, the Annual Quantity will be
the quantity last agreed on by the County and the Town for that
Scheduled Year;

(b) In the case of a calendar year after the last Scheduled Year (a “Non-
Scheduled Year”):

(i) if the County and the Town have not agreed pursuant to Section 2
on a quantity to the Annual Quantity for that Non-Scheduled Year,
the Annual Quantity will be the quantity set forth opposite 2012 in
Section 1 of this Schedule;

(ii) if the County and the Town have agreed pursuant to Section 2 on a
quantity to be the Annual Quantity for that Non-Scheduled Year, the
Annual Quantity will be the quantity last agreed on by the County
and the Town for that Schedule Year;

(iii) if the County and the Town have agreed pursuant to Section 2 on a
quantity to be the Annual Quantity for a Non-Scheduled Year but
have not agreed on the quantity to be the Annual Quantity for the
Non-Scheduled Year in question, the Annual Quantity for the Non-
Scheduled Year in question will be the quantity for the last Non-
Scheduled Year for which they reached agreement unless and until
the County and the Town reach agreement on a different quantity
for the Non-Scheduled Year in question pursuant to Section 2.
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4. For greater certainty, each of the Town and the County shall act reasonably in
preparing and reviewing each forecast, and in all discussions and negotiations in
relation to each forecast and the establishment of an Annual Quantity of Water
for each year. The County shall use commercially reasonable efforts in the
preparation of each forecast to ensure to the extent reasonably possible that it is
not over-estimating or otherwise inflating its Water needs. The Town shall
exercise sound engineering judgement and, where appropriate, consult with the
County when reviewing the technical aspects of the County’s forecast. The
parties expressly and explicitly acknowledge and agree that it would be
reasonable for the Town to refuse to agree to the quantity proposed by the
County for any bona fide reason, including any bona fide economic, legal,
regulatory, technical or engineering reason, but that it would be unreasonable
and improper for the Town to refuse to agree to a quantity proposed by the
County primarily for the purpose of limiting or otherwise controlling the growth of
residential, commercial or industrial development with the Service Boundaries.

5. Maximum Quantity
The Maximum Annual Quantity of water to be allocated from the Town’s water
system to the County shall be 30,000 m3 (Based on year 2008 projections).
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SCHEDULE “A”

PART 2

MAXIMUM DAILY QUANTITY

The Maximum Daily Quantity for each day shall be equal to the quantity (expressed in
mega litres or cubic metres) determined as follows:

Maximum Daily Quantity – (AQ/365) x 2.2

Where AQ equals the Annual Quantity for the calendar year in which that day falls.
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SCHEDULE “C”

HOW THE RATE IS DETERMINED

A. HOW THE RATE IS DETERMINED

Rates will be calculated on a cost of service basis utilizing the principles set out
in the American Water Works Association (AWWA) manuals of practice dealing
with water rates and charges, as revised and updated from time to time, and in
accordance with the findings and directives of the Alberta Energy and Utilities
Board.

Principles and practices to be applied to determine Rates may change from time
to time by way of negotiated agreement between the parties or as a result of a
decision or order of the Alberta Energy and Utilities Board, or a successor
tribunal or authority.

Notwithstanding anything contained in this Schedule or in the Agreement (to
which this Schedule is attached), the principles and practices used to determine
Rates may be changed as a result of negotiated agreement between the Town
and the County or as a result of either party exercising its rights under the
applicable legislation in effect at that time.

B. MINIMUM SALES CALCULATION

There is a significant amount of capital expenditure by the Town to meet the
needs of the County; a minimum sales calculation shall be made each year. This
minimum amount will be calculated utilizing the cost figures for the fixed or
capital costs associated with the production of water by the Town for the County.

The minimum rate will be based on a minimum fixed amount of water that
recognizes the recovery of appropriate fixed costs.

Actual sales volumes and in the interim period of the phasing of the County water
line predicted volumes of water be used as a base for the calculations.
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SCHEDULE “D”

PARTIES TO WHOM THE COUNTY
MAY RESELL THE TOWN’S WATER

OUTSIDE OF THE BOUNDARIES

NIL
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SCHEDULE “E”

DISPUTE RESOLUTION PROCESS

The County and the Town acknowledge that in any business relationship a difference of
opinion or interpretation or a divergence of interest may arise. The County and the
Town are committed to resolving any disputes in a non-adversarial, informal, and cost
efficient manner. Therefore the County and the Town agree as follows:

1. The County and the Town will attempt to resolve any dispute through direct
negotiation.

2. Failing successful negotiation they will resort to mediation as follows:

(a) Either party may give written notice to the other, request that the parties
select a mediator. The parties shall endeavor to select a Mediator
agreeable to both from a list of suitable mediators maintained by the
Alberta Arbitration and Mediation Society.

(b) Within 7 days of his or her selection, the Mediator will designate a time for
a meeting among the Mediator and a representative of each the County
and the Town. Each representative must have authority to agree to a
resolution of the dispute.

(c) Subject to paragraph 11(b) of the Agreement, for a 45 day period of time
from the written notice requesting the selection of a mediator, neither the
County nor the Town will take any action or step or pursue any available
remedy other than to use its commercially reasonable efforts to participate
in the mediation process.

(d) The cost and expense of the Mediator and the mediation process will be
paid for equally by the County and the Town.

(e) The mediation process, including all discussions, proposals and written
materials made or prepared, will be strictly confidential and cannot be
used or referred to in any subsequent action, step or proceedings.

(f) The Mediator cannot be called by either party as a witness in any
subsequent action, step or proceeding.

(g) Should the parties fail to agree on a mediator under sub clause a) within a
period of 21 days from the date of written notice, a mediator shall be
appointed by Alberta Municipal Affairs or failing them the Alberta
Arbitration and Mediation Society or its successor in kind.
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