Town of Drumheller
COUNCIL MEETING
AGENDA

June 15, 2014 at 4:30 PM

Council Chamber, Town Hall
224 Centre Street, Drumheller, Alberta
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Town of Drumbheller
COUNCIL MEETING

MINUTES

June 1, 2015 at 4:30 PM

Council Chamber, Town Hall

224 Centre Street, Drumheller, AB, T0J 0Y4

PRESENT:

DEPUTY MAYOR:

Jay Garbutt
COUNCIL:

Sharel Shoff

Lisa Hansen-Zacharuk
Patrick Kolafa

Tara McMillan

Tom Zariski

CHIEF ADMINISTRATIVE OFFICER/ENGINEER:
Ray Romanetz

DIRECTOR OF CORPORATE SERVICES:

Barb Miller

DIRECTOR OF COMMUNITY SERVICES:

Paul Salvatore

DIRECTOR OF PROTECTIVE SERVICES:

Greg Peters

RECORDING SECRETARY:

Corinne Macdonald

ABSENT: Mayor Terry Yemen
Director of Infrastructure Services A. Kendrick

1.0 CALL TO ORDER

2.0 MAYOR'S OPENING REMARK
Mayor T. Yemen reported that the Fountain is operational and that there will be
further work carried out at the end of the year. He also reported that we have
received positive comments on the Munchie Park. This work is being carried
out with a combination of Town Staff and the Inmate crew. He thanked G.
Peters for co-ordinating this project.

2.1 Proclamation for Senior's Week June 1 to 7, 2015
Mayor T. Yemen proclaimed June 1 to 7, 2015 at Senior's Week in Drumheller.
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8.3.

8.4.

8.5.

Agenda ltem #5.1.1
DIRECTOR OF INFRASTRUCTURE SERVICES

DIRECTOR OF CORPORATE SERVICES
DIRECTOR OF COMMUNITY SERVICES

DIRECTOR OF PROTECTIVE SERVICES

8.5.1 For Information an Update on Black Knot Fungus

9.0

G. Peters presented some information on the Black Knot Fungus concern we have

in Town right now. He advised that P. Kushko from the Town has been actively
dealing with the fungus on Town land. He noted that this fungus thrives on specific
trees, chokecherry, apricot, and it thrives in wet weather. The fungus is very hard

to eradicate, as it has spores that spread very easily. Councillor L. Hansen-Zacharuk
asked if there is some advice we can give to people before they buy trees. G.

Peters advised that if you go on the Provincial web site they provide information

on this matter. Councillor T. McMillan asked if there is any risk to the public. G.
Peters advised that there is no risk fo the public.

PRESENTATION OF QUARTERLY REPORTS BY ADMINISTRATION

10.0 PUBLIC HEARING DECISIONS

11.0 UNFINISHED BUSINESS

12.0 NOTICE OF MOTION

13.0 COUNCILLOR REPORTS
13.1 Mayor T. Yemen - Tough Mudders

13.2 Mayor T. Yemen - Festival Society

Mayor Terry Yemen advised that the Festival Society has no Council representation,
however he has attended several meetings. He noted that the Festival Society is fully
engaged and moving forward with Tough Mudders and everything is on track. The
Chamber will be working with any businesses wanting to work with them on this event.

He noted for clarification that the Town is not putting on the Tough Mudders event it

is the Festival Society. Councillor T. Zariski advised that he has received concerns
from people that do not know who to contact and asked if we could get an
organizational chart showing who is doing what. Mayor T. Yemen advised that the
Festival Society’s resources are limited, and that this is not the Town of Drumheller’s
event, they should not be contacting the Town. Councillor J. Garbutt noted that the
Tough Mudders website is helpful for their volunteers. Mayor T. Yemen noted that the
preference is people wanting to volunteer go through the Festival Society, if they do
there is a financial value to them.

13.3 Mayor T. Yemen - Canadian Badlands

Mayor Terry Yemen advised that they have a new President Barry Masito. He also
noted that they are having discussions with the Pheasant Club to hold an event over
a weekend. Mayor Yemen advised that Canadian Badlands are launching a brand
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MOTION2015.98 Hansen-Zackaruk, McMillan moved to go in-camera at 5:15 PM. Carried
unanimously.

14.0 IN-CAMERA MATTERS
14.1 Mayor T. Yemen - Legal Matter

MOTION2015.99 Hansen-Zackaruk, McMillan moved to come out of camera at 6:35 PM.
Carried unanimously.

Regular Council Meeting Minutes of June 1, 2015 Page 5 of 106



Agenda ltem #5.2.1

Municipal Planning Commission
Minutes
Meeting of Thursday, May 7, 2015

Present: Brad Wiebe, PRMS
Jaiden Henry, PRMS
Donna Kittridge, Recording Secretary
Sharon Clark — Vice Chair
Scott Kuntz, Member
Paul Salvatore, Director of Community Services
Sharel Shoff, Councillor/Member
Shawn Francis, Chairperson
Clayton Gillis, Member
Stacey Gallagher/member
Tom Zariski, Councillor/Member

Absent:
1.0 CALL TO ORDER — 12:10 P.M.

Maotion to Approve Agenda: Scott Kuntz
Seconded by Sharel Shoff - Carried

2.0 MINUTES FROM PREVIOUS MEETINGS

March 12, 2015 - Motion to approve Sharel Shoff
Seconded by Clayton Giilis ~ Carried

April 2, 2015 - Motion to approve Tom Zariski
Seconded by Stacey Gallagher - Carried

3.0 DEVELOPMENT PERMITS
3.1 T00025-15D — David Lunn — Proposed Sports Field and running Track - “CS”

P. Salvatore presented Development Permit T00025-15D submitted by David Lunn on behalf of Christ the
Redeemer Catholic Schools for placement of an Olympic size track and sports field located at 1000 North
Dinosaur Trail on Plan NE 10-29-20; Block 6, Lot 1 Drumbheller. Zoning is Community Service District. The Track
would be listed as a permitted use in this district.

P. Salvatore advised this Track application was reviewed at a previous meeting for information purposes, and
that, MPC had voiced concerns about the right of ways and parking. Since then Alberta Transportation has
provided a letter supporting the development and noting that although the proposal would partially encroach
into the service road dedication, this should not adversely affect the functionality of the highway. If access to
properties west of the proposed track is required, this could be facilitated from 14'™ street NW.

MPC discussion followed on the concerns of parking, storm water drainage, the lack of spectator viewing areas,
and potential blocking of access to properties to the west. It was noted that the use of a French drain (a gravel
filled ditch often found on golf courses) would help to minimize erosion. There are some there now but there is
still concern about the storm water management. B. Wiebe noted that the track has been designed and
engineered plans have been provided so run off could be dealt with as part of the requirements for approval.
Another concern was parking for spectators who would attend these events and how it would be managed. T.
Zariski noted that there is a large parking lot adjacent that is used by school during the day that would be
available for weekend and evening events. Also the bus loops would provide some additional parking. The
retaining walls and perimeter fencing should help to discourage people parking along the highway. The close

MeekdatyPtantheghithwaiks siod amaissyenibat may incur from illegal parking would begggg%smlity of the
R.C.M.P.
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There remains great concern in regards to run off and how it would affect surrounding communities. The plan
was felt to be not well thought out, largely due to their not being adequate space to accommodate the Olympic
size track. If the track was reduced in size and oriented diagonally, many of the concerns could be dealt with.
While Alberta Transportation feels access concerns can be alleviated, some MPC members have remaining
concerns about storm water drainage, parking and the lack of spectator viewing areas. The following MPC
members have asked to be listed as opposing the application as presented:

Sharon Clark - Opposed
Clayton Gillis — Opposed
Stacey Gallagher — Opposed

Motion: Tom Zariski moved Development Permit T00025-15D submitted by David Lunn for development of an
Olympic size track and sports field located at 1801 South Railway Avenue on Plan 1111835; Block 18, Lot 2
Drumheller be approved.

Issue to be monitored.

1. Development shall conform to Land use Bylaw 10-08.

2. Prior to commencement of construction applicant must receive approval from Town Council for the project.

3. Prior to commencement of construction site plan to be submitted to the satisfaction of the Development
Officer.

4. Landscaping to be in accordance with Land Use Bylaw 10-08; Policy C04-02 and to the satisfaction of the
Development Officer.,

5. Any required Safety Codes permits (i.e. building, electrical, etc.) to be obtained prior to commencement of
construction/installation.

6. If the holder of the permit wishes to make any changes in the proposed development from application as
approved, the holder of the permit must first obtain permission from the Development Officer/Municipal
Planning Commission. An additional Development Permit may be necessary.

7. All contractor’s to be in possession of a valid Town of Drumheller business license.

8. All local improvements including, however not limited to driveways, frontage charges, water/sewer services, are
at the expense of the owner,

Development to conform to any and all other pertinent Municipal, Provincial or Federal legislation and all other

agencies.

Scott Kuntz seconded the motion. — Carried

3.2 T00026-15D — Badlands Passion Play —-Agricultural — “A”

P. Salvatore presented Development Permit T00026-15D submitted by Canadian Badlands Passion Play to renew
the temporary RV sites and the addition of 2 more from the last application for May through to July located at
605 17" Street SW on Plan 9210370; Block 2; Drumheller. Zoning is "A” = Agricultural District. Campground is
discretionary use in this district.

P. Salvatore advised this is an application to expand the number of campsites allowed last season by two. These
sites are non serviced and on land owned by Canadian Badlands Passion play and are for key paid staff.

MPC discussed the application and the question was asked if this was approved last year did they need to
reapply and it was decided that yes as each approval is given for only one year at a time.

Motion: Clayton Gillis moved Development Permit T00026-15D submitted by Canadian Badlands Passion Play to

add two additional camp sites located at 605 17" Street, Drumheller on Plan 9210370; Block 2; Drumheller be
approved subject to the following conditions:
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1. Must conform to Land Use Bylaw 10-08.

2. Must conform to the Town of Drumheller Community Standards Bylaw.

3. Development to adhere to the Recreation Area Regulation from Alberta Health Services including but not
limited to section 12(3) which states; The operator of a recreational vehicle must ensure that no waste
material contained in or coming from the recreational vehicle is deposited in any manner that creates or may
create a nuisance.

4. All necessary permits (building, electrical, plumbing, etc) to be in place prior to construction/installations.

5. If the holder of the permit wishes to make any change in the conduct of the business/development that
departs from the description in the application or from any other condition or restrictions imposed, the
holder of the permit must obtain prior permission of the Development Officer/Municipal Planning
Commission. This includes any addition or creation of camping sites not specified on the application.

6. Garbage, grease and waste materials must be stored in weather proof and animal proof containers and
screened from adjacent sites and public thoroughfares.

7. Development to conform to any and all Federal, Provincial and/or Municipal regulations and/or guidelines
that may apply.

8. Any and all local improvements at owner’s expense including, however not limited to driveways, curb cuts,
service connections, etc.

9. The site and buildings, structures and improvements shall be maintained in a clean, neat, tidy and attractive
condition and free from all rubbish and debris.

10. All contractor's to be in possession of a valid Town of Drumheller business license.

11, Permit expires December 31, 2015.

Sharel Shoff seconded the motion. — Carried

3.3 T00022 15D - John Goudy — Garage - “R-1"

P. Salvatore presented Development Permit T00022-15D submitted by John Goudy to build a new large Garage
located at 210 - 1 Street South, Plan 761349; Block A; Drumheller. Zoning is Residential. A permitted use in this
district.

P. Salvatore advised this permit is being submitted by John Goudy and a 20 % relaxation is required to allow 18 ft.
building height, the 2400 square foot garage will need a variance for the requested height of 18 feet. The required
relaxation is within MPC authority.

MPC discussion followed and the application had no objections.

Motion: Sharel Shoff moved Development Permit T00022-15D submitted by John Goudy to build a new oversize
Garage located at 210 - 1 Street S, Plan 761349; Block A; Drumheller. Be approved.

Development shall conform to Town of Drumheller Land Use Bylaw 10-08.

Placement of construction as per submitted site plan.

Height of accessory building as per plans submitted and not to exceed an elevation of (18 ft.).

Construction to be in accordance with the Alberta Building Code.

Contact Alberta One-Call to request that buried utilities be located and marked before you dig; secondary
utilities are the property owner’s responsibility. 1-800-242-3447 Alberta One-Call.

If the holder of the permit wishes to make any changes from the site plan, the details of the application or
from any condition, guideline or restriction imposed, the holder of the permit must obtain prior permission of
the Development Officer/Municipal Planning Commission. An additional development permit application may
be necessary.

bl e GO L e

=
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7. All necessary Safety Codes permits (building, electrical, gas, plumbing, etc.) to be in place prior to
commencement of any construction/installation.

8. Any and all local improvements including, however not limited to driveways, frontage charges, water/sewer
services, are at the expense of the owner.

9. Development to conform to any and all Federal, Provincial and/or Municipal regulations and/or guidelines
that may apply.

10. All Contractors and Sub-Contractors to be in possession of a valid Town of Drumheller business license.

11, External finished appearance to be compatible with exiting development and to the satisfaction of the
Development Authority.

Clayton Gillis seconded the motion — carried.

3.4 TO00033 15D 11 Bridges Campground — Cabins on Skids — “UT”

P. Salvatore presented Development Permit TO0033 15D submitted by Lori and Dave Tudor to provide ten portable
cabins located at 332 4 Avenue S, Rosedale, Plan 9011310; Block 1 Drumbheller. Zoning is “*UT". Portable buildings
are a discretionary use in this district.

P. Salvatore advised the Rapid evacuation plan for the cabins to be moved in case of flood has been provided and
MPC was able to view a video showing the movement of the unserviced cabins at the campground. Other issues will
be addressed by the Business License by laws.

B. Wiebe visited the sites and provided a map with sections in red that would affect the placed cabins.
MPC discussion was favorable for the placement of the cabins for camping purposes.

Motion: Tom Zariski moved Development Permit TO0033 15D submitted by Dave & Lori Tudor to supply small 10 x
10 cabins at the 11 Bridges campground at 332 4 Avenue South Rosedale, Plan 9011310; Block 1; Drumheller.
Zoning is Urban Transitional.

1. Must conform to Land Use Bylaw 10-08.

2. Must conform to the Town of Drumheller Community Standards Bylaw.

3. Development to adhere to the Recreation Area Regulation from Alberta Health Services including but not

limited to section 12(3) which states; The operator of a recreational vehicle must ensure that no waste

material contained in or coming from the recreational vehicle is deposited in any manner that creates or may

creale a nuisance,

All necessary permits (building, electrical, plumbing, etc) to be in place prior to construction/installations.

If the holder of the permit wishes to make any change in the conduct of the business/development that

departs from the description in the application or from any other condition or restrictions imposed, the

holder of the permit must obtain prior permission of the Development Officer/Municipal Planning

Commission. This includes any addition or creation of camping sites not specified on the application.

6. Garbage, grease and waste materials must be stored in weather proof and animal proof containers and
screened from adjacent sites and public thoroughfares.

7. Development to conform to any and all Federal, Provincial and/or Municipal regulations and/or guidelines
that may apply.

8. Any and all local improvements at owner’s expense including, however not limited to driveways, curb cuts,
service connections, ete,

9. The site and buildings, structures and improvements shall be maintained in a clean, neat, tidy and attractive
condition and free from all rubbish and debris.

10. All contractor's to be in possession of a valid Town of Drumheller business license.

s
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if an evacuation notice is given to the campground in case of a flood, the two cabins that are placed on sites 14 & 15 located in
the floodway (as shown on the 2000 Alberta Environment flood elevation layers map) shall be moved to higher ground when
necessary by rapid extraction.

Stacey Gallagher seconded the motion — carried
3.5 T00027 15D Kold Katcher Inc. — Storage Shelter — “"M-1"

P. Salvatore presented Development Permit T00027 15D submitted by Kold Katcher Inc, To erect a fabric covered
building located at 531 Premier Road, Plan 7911034; Block 3; Lot 4; Drumheller. Zoning is “M-1" Light Industrial,

P. Salvatore advised the fabric covered building is a permitted use in the *"M-1" light industrial district.

B. Wiebe advised that these types of Industrial style buildings have requirements for anchoring. This structure will
be subject to a Building permit and should follow the community standards by laws. This was in answer to questions
from MPC on the maintenance of the tarp should it become tom or tattered or otherwise unsafe,

Motion: Clayton Gillis moved Development Permit T00027 15D submitted by Kold Katcher Inc. for a fabric covered
building at 531 Premier Road, Plan 7911034, Block 3; Lot 4, Drumheller. Be approved.

Development shall conform to Town of Drumheller Land Use Bylaw 10-08.

Development shall conform to the Town of Drumheller Community Standards Bylaw (16-10).

Placement of storage structure as per plot plan submitted.

Construction to be in accordance with the Alberta Building Code.

5. A Building permit to be in place prior to construction.

6. A storage structure shall be for cold storage only and shall not be connected to utilities.

7. A storage structure shall not be used as a sign.

8. All local improvements at owner's expense including, however not limited to, driveways, and frontage
charges, (Call 823.1330 for the regulations).

9. A storage structure shall be screened from view as required by the Municipal Planning Commission and/
or may require exterior finishing to be in general conformance with the principal building or surrounding
development.

10. If the holder of the permit wishes to make any changes in the proposed development from application
as approved, the holder of the permit must first obtain permission of the Development Officer/Municipal
Planning Commission. An additional development permit may be necessary.

11. Must conform to any/all Federal, Provincial and/or Municipal regulations and/or guidelines that may

apply.

PWNRE

Scott Kuntz seconded the motion — carried.

3.6 T00029 15D - Taff Architecture Ltd. — Link from Portable to School & New Washrooms — CS”
P. Saivatore presented Development Permit TO0029 15D submitted by Taff Architecture to build a link from the
Portable classroom to the school and build new washrooms in the library at 1050 12 Avenue Se, Plan 3734JK; Block
1; Lot 10,

P. Salvatore advised this permit is being submitted by 1.V. Javier, Taff Architecture to provide a link from the
Portable classroom that is currently in place to the school and to build new washrooms in the library.

Municipal Planning Commission - May 7, 2015 Page 10 of 106
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MPC discussion noted there is nothing inconsistent with placing of the portable and this is the first significant change
in upgrades for the Greentree School since it was built.

Motion: Scott Kuntz moved Development Permit TO0029 15D submitted by Taff Architecture Ltd. to link the portable
classroom to the school and build new washrooms in library at 1050 12 Avenue SE, Plan 3734JK; Block 1; Lot 10
Drumheller be approved.

1. Development shall conform to Land Use Bylaw 10-08.

2. Development shall conform to the Town of Drumheller Community Standards Bylaw (16-10).

3. All necessary permits (building, electrical, plumbing, etc) to be in place prior to any
construction/installations.

4. All contractors and/or sub-trades to possess a valid Town of Drumheller Business License.

Development to conform and meet the requirements of the Regional Health and Fire Authority.

6. Applicant to ensure authorization from the property owner is obtained prior to any
renovation/modification.

7. Construction shall be in conformance with the Alberta Building and Fire Codes.

Construction shall be in accordance with submitted site plan.

9. Ifthe holder of the permit wishes to make any change in the proposed development that departs from the
description in the application or from any other condition or restrictions imposed, the holder of the
permit must obtain prior permission of the Development Officer/Municipal Planning Commission. An
additional development permit application may be necessary.

10. Applicant to ensure any/all modifications to water/sewer services to the satisfaction of the Town of
Drumheller. Please contact Utilities Manager at 403-823-1330 for approval and specifications.

11, Garbage and waste materials must be stored in weather proof and animal proof containers and screened
from adjacent sites and public thoroughfares. Separate containment must be provided for the disposal
and recycling of cardboard materials.

12, Development to conform to any/all Municipal, Provincial and Federal regulations and/or legislation that

may apply.

Lh

o

Sharel Shoff seconded the motion — carried.

4.0 Palliser Regional Municipal Services

B. Wiehe explained Land Use Bylaw Amendments went to Council Monday, May 4, 2015 and there was a concern
with the addition of further potential assessments that could be requested as part of an application process where
the development authority felt that specific risks needed to be addressed. As a result none of the amendments were
passed.

MPC discussion followed. The question was asked whether one amendment can be taken out and could we carry
forward with the balance of the amendments. It was discussed that due diligence must be followed and the MGA is
needed to be followed and it would be MPC’s job to go through and analyze. How do we get the amendments back
on track and properly address the chemical storage issue. Further analysis of practices in other municipalities will be
provided for review,

Municipal Planning Commission - May 7, 2015 Page 11 of 106 6
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5.0 Other Discussion Items

6.0 Adjournment — Meeting adjourned by S. Francis at 1:30 pm.

Chairperson

Development Officer
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National Collaborating Centre
for Environmental Health

Centra de collaboration nationale
en santé environnementale

FEBRUARY 2014

Community Water
Fluoridation in Canada —
~ Trends, Benefits, and Risks

Julie Stoneman, " Lauren Wallar,? and Andrew Papadopoulos®

Summary

*  Fluoride has been added to public
drinking water in Canadian communities
since the 1940s as a means of preventing
tooth decay. -

» Dental fluorosis is a known adverse effect
of excessive fluoride exposure during
tooth formation. Fluorosis ranges from
barely noticeable whitish striations in the
enamel to severe pitting and brownish
staining. In general, the prevalence of
dental fluorosis in communities with water
fluoridation is higher in comparison to
non-water fluoridated communities.

+ Although many major health organizations
support water fluoridation, the trend across
Canadian communities has been a
decreasing uptake in water fluoridation or
discontinuation.

« No evidence was found for an association INtroduction
between water fluoridation and any of the
following adverse outcomes: bone mineral Dental caries (i.e., tooth decay) is the
density, bone fractures, bone cancer, or  demineralization and dissolution of the hard
cancer in other body tissues. tissue of teeth.” It can result in loss of tooth
structure and discomfort. If untreated, dental
* The best available evidence supports the  caries can lead to severe pain and to bacterial

@ finding that water fluoridation reduces the  jnfection. Infection may result in loss of dental

prevalence of dental caries, although this  fnction and tissue necrosis, requiring tooth
benefit of fluoridation may be limited due extraction‘ and may progress to acute syslemic
to multiple sources of exposures to infection.? Inflammatory periodontal diseases
ﬁ fluoride that are now available to the have been associated with such chronic health
public. conditions as cardiovascular disease, diabetes
and rheumatoid arthritis, although these
associations are inconclusive and remain
j 1 under investigation.®

! Master of Public Health Program, University of

9;5:53':3 Department of Pooulation Medici Fluoride is known to act in a variety of ways to
rogram, Uepartment of Fopulation icine, 4 .
University of Guelph prevent and arrest tooth decay.” Topical

3 Department of Population Medicine, University of mechanisms of fluoride include inhibiting
Guelph
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bacterial metabolism, inhibiting demineralization, and
enhancing remineralization.* Fluoride primarily affects
the surface of the tooth after it has erupted, especially
when low concentrations of fluoride are consistently
maintained in the mouth.*®

Fluoride is found in all natural waters in varying
concentrations.® Community water fluoridation is the
addition of a controlled amount of fluoride in public water
supplies to promote health through the prevention of
dental caries.” In Canada, fluoride was first added to
public drinking water in the 1940s to prevent tooth
decay.® As water flucridation was shown to be effective
in preventing and controlling dental caries, new products
containing fluoride were developed, including toothpaste
and mouth rinse.* Additionally, processed beverages
and food including tea now contain small amounts of
fluoride, especially if they are processed with fluoridated
water.* Communities may also receive fluoride through
the “halo” or “diffusion” effect from exposure to
processed foods and beverages made from fluoridated
water.” As a result, Canadians have increased exposure
to multiple sources of fluoride.

Community water fluoridation is recognized as the single
most effective public health measure to prevent tooth
decay and was listed by the Centers for Disease Control
in the top ten greatest public health achievements of the
20th century.2 Despite this success, the appropriateness
of community water fluoridation is often the subject of
intense public debate regarding its benefits or risks.”®

The purpose of this evidence review is two-fold: 1)
Evaluate the literature on the health benefits and risks of
community water fluoridation; and 2) Describe the
current trends in Canada and identify gaps and lessons
learned that will inform public health professionals.

Methods

A literature search was completed in March 2012 and
May 2013 based on electronic resources available from
the University of Guelph library and research and
reports from national and international public health and
dental organizations including the World Health
Organization, Centers for Disease Control and
Prevention, Health Canada, Public Health Agency of
Canada, and the Canadian Dental Association. The
inclusion criteria for the literature review addressed the
following topics: mechanism for action of fluoride in oral
health; benefits and health risks of water fluoridation;
and cost-effectiveness and public opinion in Canada.

Water Fluoridation Report
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Seventy-one references were identified and 44 were
included (see Appendix A).

Results and Discussions

Health Benefits

Studies have shown that fluoridated drinking water
reduces the number of cavities in children's teeth.*1%"?
Early studies from the 1940s through the 1960s,
including the original trials in Brantford, Ontario, showed
the strongest effect of water fluoridation, in which dental
caries were reduced by 50 to 60% in children.*'? Since
the 1970s, research on fluoridation has been
complicated by the availability of other sources of
flueride. By the mid-1980s, the relative effectiveness of
community water fluoridation had declined as studies
found the difference in the prevalence of dental caries
among those consuming fluoridated and non-fluoridated
water had narrowed.*'*'* Recent systematic reviews of
studies on community water fluoridation noted relatively
few high quality studies®' but concluded that the best
available evidence supports water fluoridation reducing
the prevalence of dental caries.®'"'*'®'® |t has been
noted that the magnitude of the effect is not large in
absolute terms, as described below.®

Children are the subjects for the majority of water
fluoridation research studies. The meta-analysis by
McDonagh et al. (2000) showed that water fluoridation
reduced the average prevalence of dental caries in
children by 14.6%." Oral health is determined by the
total number of decayed, missing, or filled teeth (DMFT).
A higher DMFT score of 2.25 teeth was found in control
areas when compared to communities with fluoridated
water systems, suggesting that fluoridation is asscciated
with improvement in DMFT scores.'® Similarly, in a
cross-sectional study of 16,508 Australian children from
2002-2005, an interaction effect was found in which
water flucridation reduced the impact of consumption of
sugar-sweetened beverages on the frequency of dental
caries.'

Griffin et al. (2007) evaluated studies on the
effectiveness of water fluoridation in adult populations.
The relative risk of caries in adults who were lifelong
residents of fiuoridated communities was 0.65 (95% CI:
0.49-0.87) compared to adults who were lifelong
residents of non-fluoridated communities.?® The
preventable fraction was 27.2% (95% CI: 19.4%-34.3%)
meaning approximately 27% of caries cases could have
been prevented if community water was fluoridated
compared to not being fluoridated.?®
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From a public health perspective, an advantage of
providing fluoride at a population level is that it benefits
all residents served by community water supplies.?’
Additionally, fluoridation does not rely on individual
compliance with health recommendations, and therefore
removes barriers around poor compliance or limited
access.'' Population level intervention ensures all
socioeconomic sectors of the population can be
reached, notably those with limited access to
preventative dentistry.'' There is mounting evidence for
the role of fluoridation in reducing disparities in caries
that are related to the social determinants of
health.*****#% However, greater efforts beyond
community-level fluoridation are required to continue to
reduce oral health inequalities.?*%

Additionally, 2 number of studies show a positive cost-
benefit analysis for community water fluoridation. An
economic evaluation combining eleven studies which
had used cost benefit, cost effectiveness or cost utility
analyses, concluded that fluoridation of community
water is a cost-saving intervention.?®

Health Risks and Concerns

Fiuorosis

The known adverse effects of excessive fluoride
exposure (from drinking water, or in combination with
exposure to fiuoride from other sources} range from mild
dental fluorosis to crippling skeletal fluorosis.®

Dental fluorosis is a set of defects of enamel associated
with hypoplasia or hypomineralization of dental enamel
and dentine as a result of excessive ingestion of fluoride
during tooth formation.® Fluorosis ranges from barely
noticeable whitish striations in the enamel to severe
pitting and subsequent staining (brownish
discolouration).® There are no health concerns
associated with mild fluorosis.?”*® The majority of dental
fluorosis is categorized as very mild or mild and is not
considered to be of aesthetic concern.”’'® Moderate to
severe fluorosis can reduce tooth aesthetics due to the
pitting and staining of the tooth surface."’ Severe
fluorosis can negatively affect toath quality and
function.?®

Dental fluorosis only occurs during development of the
enamel and becomes apparent upon eruption of the
teeth; therefore the risk period for fluorosis is usually
limited to children aged eight and younger.* The
development of fluorosis is strongly associated with
cumulative fluoride intake during ename! development.*
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Severity of fluorosis depends on the dose, duration, and
timing of fluoride intake.* The excessive use of multiple
dental products containing fluoride {e.g., toothpastes
and mouth rinses), infant formula with fluoride, and
fluoride dietary supplements are all risk factors for
fluorosis.>'*

Dental fluorosis is more prevalent in communities with
fluoridated water compared to those without fluoridated
water. Dental fluorosis has generally increased since the
1950s, with non-water fluoridated communities having
the larger increase.>***' A systematic review by
McDonagh et al. (2000) found the odds of very mild
through severe fluorosis was 2.05 times higher in
fluoridated compared to non-fluoridated areas (95% ClI:
1.75-2.39) and the odds of fluorosis of aesthetic concern
in fluoridated areas was 2.29 times greater than non-
fluoridated areas (95% Cl: 1.68-3.12).%% For example, a
1990 study of Quebec adolescents, aged 11-17 years,
living in flucridated Trois-Riviéres had a higher
prevalence of dental fluorosis (45.6-58.0%) compared to
adolescents living in non-fluoridated Sherbrooke (30.1-
31.1%).% Identified risk factors were consumption of
fluoridated water and fluoride tablets.*® However, the
2007 Health Canada expent review states, “The actual
prevalence of moderate dental fluorosis in Canada is
low, and all evidence suggests that since 1996 there has
been an overall decreasing trend of dental fluorosis in
Canada.” However, Health Canada did not make
reference to this claim in the 2010 technical document
for fluoride.?’

Skeletal fluorosis is a crippling disease associated with
chronic exposure of 2 10 mg of flucride per day for at
least 10 years.® Skeletal fluorosis is not a public health
concern in Canada, as skeletal fluorosis is extremely
rare in North America.?®

Other Health Concerns

Fluoride (like many other nutrients and substances) is
an acute poison in large doses; however, toxic levels
cannot be reached by drinking fluoridated water.® In a
review that included both acute and chronic effects, the
Federal-Provincial-Territorial Committee on Drinking
Water within Health Canada concluded in 2010 that the
current maximum acceptable concentration of 1.5 mg of
fluoride per litre of drinking water is unlikely to cause
adverse health effects, including cancer, bone fracture,
immunotoxicity, reproductive/developmental toxicity,
genotoxicity, and/or neurotoxicity.” The most recent
literature and systematic reviews of water fluoridation
and health effects which assessed primarily
observational studies published between 1944 and 2006

3
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also found no compelling, consistent evidence for the
association between water fluoridation and any of the
following adverse outcomes: bone mineral density, bone
fractures, or cancer in bones or other body

tissues.> 11318

The systematic review by McDonagh et al. found the
validity of most of the studies on fractures related to
exposure to fluoride was low and a meta-analysis
suggested no association between community water
fluoridation and hip fracture incidence. The evidence on
other bone outcomes was extremely limited,

McDonagh et al. evaluated 26 studies in a systematic
review that examined the association between exposure
to fluoridated water and cancer incidence and mortality.
All the studies were rated as low or moderate quality. "
Overall, the review found no clear association between
water fluoridation and overall cancer incidence or
mortality, bone cancers, or thyroid cancer.’® This finding
supports a previous literature review of studies from
1994 to 1999 which concluded that “there is no reason
to believe that exposure to fluoridated water increases
the risk of cancer in the bones or other body tissues.”
More recently, an ecological study of osteosarcoma
incidence rates between 1992 and 2006 in American
children and adolescents aged 5-19 years found no
association with community fluoridation status within
sex- and age-specific categories.*®

Accoarding to McDonagh et al., the quality of studies on
water fluoridation and mental health outcomes such as
1Q, impaired mental functioning, and Alzheimer's
disease was low, and it was concluded that there was
insufficient evidence on any particular neurocognitive
outcomne to conclude there was any effect from water
fluoridation.*

Current Status in Canada

1. Trends

Some major health organizations that support drinking
water fluoridation include; The World Health
Organization; Centers for Disease Control; Health
Canada; Public Health Agency of Canada; Canadian
Dental Association; and Canadian Medical
Association.* 103632

In Canada, provincial and territorial governments
regulate the quality of drinking water in their
jurisdictions. The fluoridation of drinking water supplies
is a decision that is made by each municipality, in
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collaboration with the appropriate provincial or territorial
authority. This decision may also be taken in
consultation with residents, often in the form of a2
referendumn or plebiscite.'® Often the issue of fluoridation
arises when local councils must make a decision about
updating the water treatment and water fluoridation
infrastructure **4'

An expert panel convened by Health Canada in 2007
recommended adopting a level of 0.7 mg/L as the
optimal target concentration for fluoride in drinking
water, which would prevent excessive intake of fluoride
through multiple sources of exposure.® As of 2010,
Health Canada recommends the optimal concentration
of fluoride in drinking water of 0.7 mg/L to promote
dental health, a reduction from the previous acceptable
level of 1.5 mg/L."

Data from 2007 show that 45% of Canadians receive
fluoridated water from their community water supply.
This percentage varies widely across provinces and
territories from zero percent in Yukon and Nunavut to
76% in Ontario (see Appendix B).*? In an examination of
Canadian water fiuoridation history, Carstairs {2010)
noted that historically, fluoridation was more likely in
provinces where the decision to fluoridate was left to the
municipality, and a referendum was not required.*®
Wealthier provinces with bigger cities were more likely to
fluoridate their water supply than poorer provinces with a
large rural population, in part due to cost effectiveness.*
In provinces with a strong health food movement
{including Quebec and British Columbia) fluoridation of
community water is less likely to be accepted.*®

Between 2005 and 2007, the percentage of Canadians
who had access to fluoridated drinking water increased
from 42.6 to 45.1%.** Since 2007, a number of large
cities have discontinued fluoridation, including Quebec
City, Calgary, Waterloo, and Moncton. The trend in
Canada has been a decreasing uptake in water
fluoridation.’? On the other hand, some cities have
recently voted in favour of continuing fluoridation,
including Toronto, Hamilton, and Lethbridge. {See
Appendix C).

2. Public Opinion

A 2009 study by Quifionez and Locker examined public
opinions of community water fluoridation in Canada
using a national telephone interview survey
(participation rate of only 3% based on random digit
dialling).** Atthough the study sample was not
necessarily representative, 45% of adult respondents
surveyed had heard or read about community water
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fluoridation and of those that knew about fluoridation,
80% understood its intended use and 60% believed it
was both safe and effective. Notably for public health,
62% supported the idea of having fluoride added to their
local drinking water.** Respondents with higher income
and those who have had regular dentist visits are more
likely to support fluoridation. Those with children and
those who had public dental insurance were less likely
to support fluoridation.**

3. Opposition to Fluoridation

In Canada, the decision to implement or discontinue
water fluoridation is often put to a referendum or
plebiscite (a direct vote for all members of the electorate
on an important public question). Plebiscites are more
likely to fail than pass, not only due to the issue of
fluoridation itself but also due to the nature of
plebiscites, which are most often defeated due to poor
voter turnout, > Opposition to water fluoridation may
have a scientific base or be an ethical issue.

Opponents to fluoride argue that the effectiveness of
water fluoridation to prevent dental caries is
questionable.®>** Compared to the original studies done
on water fluoridation, more recent studies are unable to
show any significant effect of water fluoridation on dental
caries when comparing to non-fluoridated
communities.*?'® Canadians now have more sources of
fluoride compared to 60 years ago. This complicates the
research process to determine the effectiveness of
water fluoridation.

Challengers of water fluoridation point out that there are
alternative sources of fluoride individuals can add to
their dental routine if they want to obtain exposure to
fiuoride {e.g., fluoride dietary supplements, home
fluoridation units, fluoridated toothpaste, and fluoride
topical application from the dentist).? They also express
concern about exposure beyond recommended
maximurn concentrations because of exposure to
multiple sources.’

Opponents to fluoridation claim it causes harm to
individuals. A known health consequence is fluorosis.
Other health outcomes suspected to be associated with
community water fluoridation include: heart disease,
cancer, birth defects, kidney problems, skeletal
changes, allergies, goiters, ulcers, anemia, and
spontaneous abortion. However, these associations are
not supported by the scientific literature.®4®

Other arguments against adding fluoride to drinking
water that do not relate to human health include the
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following concerns: fluoride is toxic to the environment;
fluoridation compromises the purity of our water
because it is not natural; fluoridation is a violation of civil
liberties and people should not have to consume a
substance against their will, even if it has positive health
benefits; and, anti-trust arguments against the
government in general.®

Gaps

There are a number of current gaps in the literature
conceming water fluoridation relevant to Canadian
public health professionals:

+  Given the increasing number of Canadian
communities changing their fluoridation status, there
is need for studies that follow the health status of the
community before and after changes in water
fluoridation.

= Epidemiological studies would benefit from better
exposure assessment and estimates of body burden
to fluoride from a variety of sources, including
community water supplies, to ascertain whether
recommended limits are exceeded.

+ Research on the impacts of dental fluorosis on
quality of life is needed.

s (Case studies of effective public health
communication campaigns regarding fluoridation in
Canada are essentially non-existent in the published
literature. With so many communities addressing the
fluoridation issue in the past 10 years, and the
expectation of this issue to continue, sharing
communication and campaign strategies and resuits
would benefit public health professionals.

Conclusion

Community water flugridation is effective at preventing
dental caries, although the magnitude of the effect of
fluoridation on improving dental health appears to be
diminishing due to multiple sources of fluoride, better
dental care and personal oral hygiene. Although
community water fluoridation is an effective method of
removing variation in individuals' dental health
behaviours and ensuring all members of the population
have access to fluoride at a safe concentration, it will
remain a public health issue due to ethical
considerations and concerns of excessive exposures to
fluoride.
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Appendix A — Methodology

A literature search was conducted in January and February 2012 and updated thraugh to the beginning of May
2013, The electronic literature search primarily made use of the University of Guelph's “Primo Central” search
engine. Key databases included PubMed, Wiley Online Library and CabDirect.

Search terms included iterations and synonyms of “drinking water fluoridation,” “health impacts” and *Canada.”
Additional searches for fluoridation “cost-effectiveness” and “public opinion” were also conducted.

The literature reviewed for this report addresses the following topics only;

Fluoride's mechanism of action in oral health
Benefits of water fluoridation

Health risks of water fluoridation
Cost-effectiveness

Public opinion in Canada and opposition to fluoride

Additionally, existing research and reports from leading organizations were accessed through the Internet to identify
relevant data and research. Organizations searched included: the World Heaith Organization, the Center for
Disease Control, Health Canada, Public Health Agency of Canada, and the Canadian Dental Association.

Reference lists from selected systematic reviews and studies included in this review were manually searched for
additional relevant articles.

All papers identified by the search were initially screened for relevance using the title and/or abstract. Literature
was restricted to only those written in the English language involving human subjects. There were no date
limitations imposed, but more recent studies and reviews were favoured, There were no design limitations, but
preference was for more rigorous study design and systematic reviews. Higher interest was paid to research from
Canada; additionally, research from the United States of America, the United Kingdom, Australia and other similar
countries were deemed to be relevant, Fifty-five references were found and thirty-seven were included.

All references obtained by the above methods were entered and managed in RefWorks and EndNote, web-based
bibliographic management services {www.refworks com) (www.myendnoteweb.com).
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Appendix B: Provincial and Territorial Estimates for Community
Water Fluoridation Coverage in 2007

Provncarteriory| ([ Tes ] oplstion ity | Popaimion ihout | “Percant wkt | peroentwithout
British Columbia 4,113,000 152,241 3,960,759 3T% 96.3%
Aberta 3,290,350 2,457,406 832,944 74.7% 25.3%
Saskatchewan 968,157 356,006 512,061 388% | 63.2%
Manitoba 1148401  B03,116 345,285 69.9% 30.1%
Ontaro 12,160,282 9,229,015 2031267 | 759% | 24.1%
| Quebec 7,546,131 489,420 7,067,711 6.4% 93.7% |
New Brunswick 720408 | " 188,607 540,891 259% 74.2%
Nova Scotia 913.462| 519,031 384,431 . S568%|  432%
Prince Edward lstand | 135,851 32,174 103,677 227% | 76.3%
NewfoundlandiLabrador | 505,489 | 75120 asreer| 15%| 98.5%
Nunavut | 20474 o 20,474 0.0% 100.0%
Norhwest Temitories | 41,484 | 23,400 18034 | 564% | 43.6%
Yukon 30372 0 30,372 0.0% 100.0%
Canada 31,611,911 14258078| 17,364,803 45.1% | 54.9%

This information was coSaciad from Provincial o Terrlional Environmant Ministries and then verified by the Dental Directors of each provinga and terilory.
Tha Ministries of Environment providad detailed data on the community flucridated, or the water plants well as poptdation numbers.
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Appendix C - Partial listing of municipalities from grey literature
sources that have recently voted on fluoridation

Canadian cities that have discontinued Approximate
fluoridation or voted against uptake since 2000: Population®
Athabasca, AB 3,000
Calgary, AB 1,215,000
Drayton Valley, AB 7.000
Slave Lake, AB 6,800
Taber, AB 6,800
Golden, BC 3,700
Kamloops, BC 85,000
Lake Cowichan and Williams Lake, BC 14,000
Churchill, MB 300
Dieppe, NB 23,000
Moncton, NB 70,000
Amherstburg, ON 21,000
Cobalt, ON 1,000
Dutton-Dunwich, ON 4,000
Dryden, ON 8,000
Lakeshore, ON 35,000
Thunder Bay, ON 146,000
Waterloo, St. Jacobs and Elmira, ON 113,000
Welland, Pelham, and pars of Thorold, ON 65,000
West Elgin, ON 5,000
Gatineau, QC 265,000
Quebec City, QC 516,000
Meadow Lake, SK 5,000
Some municipalities that have recently voted in

favour of continuing fluoridation (2009 or more recent):

Lethbridge, AB 83,000
Cape Breton, NS 102,000
Halton Region, ON 502,000
Hamilton, ON 520,000
Toronto, ON 2,615,000

* Statistics Canada. 2011 Census Profile of Population collected from http:/fwww12 statcan.ge.ca/census-
recensement/2011/dp-pd/proffindex.cfm?Lang=E*®
10
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Abstract

Aim Dental caries is a major public health probliem world-
wide, with very significant delcterious consequences for
many people. The available data arc alarming in Canada
and the province of Quebec. The water fluoridation program
has been shown to be the most effective means of preventing
carics and reducing oral health incqualitics. This article
analyzes the cost-effectiveness of Quebec’s water fluorida-
tion program to provide decision-makers with cconomic
information for assessing its usefulness.

Methods An approach adapted from economic evaluation was
used to: (1) build & logic mode! for Quebec’s water fluoridation
program; (2) determine its implementation cost; and (3) ana-
lyze its cost-cffectiveness. Documentary analysis was used to
build the logic model. Program cost was calculated using data
from 13 municipalitics that adopted fluoridation between 2002
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and 2010 and two that received only infrastructure grants.
Other sources were used to collect demographic data and
calculate costs for carics treatment including costs associated
with travel and lost productivity.

Results The analyses showed the water fluoridation program
was cost-cffective even with a conservatively estimated 1 %
reduction in dental caries, The benefit-cost ratio indicated that,
at an expected average cffectiveness of 30 % caries reduction,
one dollar invested in the program saved $71.05-$82.83 per
Qucbec’s inhabitant in dental costs (in 2010) or more than
$560 million for the State and taxpayers.

Conclusion The results showed that the drinking-water fluo-
ridation program produced substantial savings, Public health
decision-makers could develop cconomic arguments to sup-
port wide deployment of this population-based intervention
whose cfficacy and safety have been demonstrated and
acknowledged.

Keywords Water fluoridation - Dental caries - Logicmodel -
Costs - Benefits - Cost-cffectiveness

Background and problem

Dental caries is a discasc that leads to demincralization and
decay of the hard tissues of the tooth through the action of
bacterial acids (Levy et al. 2007). In addition to causing
suffering, it imposes an economic burden on both individuals
and public health services. The population of Quebec, a
Canadian province, is particularly affected; children between
the ages of 5 and 8 years have up to 40 % more caries than do
children in Ontario or the United States, and more than one-
third do not meet the dental standards set by the World Health
Organization (WHO} in 1979 (MSSS 2006). Quebec chil-
dren’s poorer dental health is partly due to the fact that the
province’s drinking water is much less fluoridated, with only
2.7 % of the population having access to voluntarily fluoridated
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waler in 2010 (as opposed to 7 % in 2006 and 12 % in 1993),
that percentage is 70 % in Ontario and 75 %5 in the United States
(INSPQ 2011). This situation is difficult to explain, given that
the costs of installing equipment and of the supplies used in
fluoridation arc fully subsidized by Quebec’s Ministry of
Health and Social Services (MSSS).

Water fluoridation consists of adjusting the quantity of
fluoride ions already present in drinking water by adding
concentrated fluoride. Many studies and systematic literature
reviews have demonsirated the beneficial effects of water
fluoridation {American Dental Association 2005; Centre for
Reviews and Disseminations 2000; McDonagh et al. 2000;
MMWR 2001; Ahokas ct al. 1999; Truman ct al. 2002). A
fluoride concentration in water of between 0.7 and 1.5 mg/L
protects against dental caries while at the same time mini-
mizing the risk of dental fluorosis (mild whitish spots that
generally diminish over time) that can be caused by exces-
sive fluoride (INSPQ 2011; Levy et al. 2007).

At the individual level, by reducing the prevalence of
caries, fluoridation helps to improve chewing, enhance overall
appearance, reduce tooth loss and use of dental prostheses,
and improve health and quality of life, among other things
{INSPQ 2011). Studies have also shown that water fluorida-
tion significantly reduces repcat treatments cach year over the
course of a lifetime among persons already treated for caries.
A reduction of 15 to 35 % in root caries has been observed
among adults and the elderly living in communitics where
water is fluoridated (American Dental Association 2005,
Cenitre for Reviews and Disseminations 2000; Griffin et al.
2007, MMWR 2001). In addition, comparisons of communi-
tics with and without water fluoridation have shown the
former to have lower carics prevalence, ranging from 18 to
40 % for primary and permanent tecth in the general popula-
tion (MMWR 2001). This reduction in prevalence is quite
variable among children 5-12 years old, ranging from 5 to
60 % depending on the sociodemographic and sociocconomic
characteristics of the population, with an average of 14.3 %
(McDonagh et al. 2000; Ahokas et al. 199%),

In addition to its effects on individuals® dental health, the
fluoridation of drinking water helps reduce social inequal-
ities related to oral health (Levy et al. 2007). The benefits of
fluoridation are very significant for people living in disad-
vantaged environments (Jones ctal. 1997; Kumar et al. 1998;
McLaren and Emery 2012; Provart and Carmichacl 1995;
Slade et al. 1996). In effect, since it is tap water that is
fluoridated, this intcrvention reaches the entire population,
including the poor, for whom other prevention measures are
oflen not accessible (Akchurst and Sanderson 1994; Levy
et al. 2007).

Several opponents of water fluoridation fear it could have
harmful effects on the environment, wildlife, and vegetation,
and also that it could raise blood levels of lead in children, as
well as create other health problems such as bone cancer, etc.

@ Springer

Water Fluoridation Report

However, these fears are not confirmed by current scientific
knowledge {(Macek et al. 2006; Schock et al. 2006; Osterman
1990; Pollick 2004; Reeves 1986; Tacoma-Pierce County
Health Department 2002; Wallis et al. 1996). Thus, fluorida-
tion of drinking water has becn shown to be an cffective and
safe solution not only for improving dental health, but also
for reducing oral health incqualitics, as recommended by
WHO and the Centers for Discase Control (Centre for
Reviews and Disseminations 2000).

In this context, the MSSS's Public Health Directorate has
becn secking to develop a solid argument incorporating eco-
nomic information that could promote fluoridation to decision-
makers, cspecially in the various Quebec municipalitics
targeted for the water fluoridation program. Demonstrating
the cost-cffectiveness of fluoridation would provide this solid
argument to facilitate and encourage this intervention’s imple-
mentation province-wide.

The objective of this study was to analyze the economic
value and cost-effectiveness of the fluoridation of drinking
water in Quebec. We present here the methodology used and
the results obtained; we also discuss the significance and the
limitations of the results, as well as possible implications of
this research for public health policies in Quebec. This article
will be of interest to public health decision-makers, as well as
to the community of researchers working in dental health,
public health, and economic evaluation.

Methodology

Given that traditional economic evaluation and cost-benefit
analysis mcthods are not well suited to public health inter-
ventions, whose cffects are spread out over time (Goldsmith
et al. 2004), we used an economic evaluation approach that
has been adapted and specially conceived for these types of
interventions. This innovative approach combines validated
methods borrowed from both program cvaluation and cost-
benefit economic cvaluations, It consists of four steps: (1)
building a logic model of the intervention; (2) estimating the
intervention’s implementation cost; {3} attributing a financial
value to the benefits; and (4) evaluating cost-cffectiveness in
terms of a benefit-cost ratio.

Building a logic model of the water fluoridation program

In the field of program evaluation, building a logic model
should be the first step in the evaluative process (Brousselle
and Champagne 2011; Funnell and Rogers 2011; Rossi ct al.
2004; Weiss 1998). The logic model is a schematic repre-
sentation of the intervention’s resources, activities, and
effects.

Documentary analysis of the scientific literatures (Akehurst
and Sanderson 1994; Bertrand et al. 201 1; Griffin et al. 2007;
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Jones ct al. 1997; Kumar et al. 1998; McDonagh et al. 2000;
Osterman [990; Pollick 2004; Provart and Carmichael 1995;
Quifioncz ct al. 2005; Skdld ct al. 2008; Slade et al. 1996;
Truman et al. 2002; Wallis et al. 1996) and grey literatures
(American Dental Association 2005; Brodeur et al. 1998;
Brodeur et al. 1999; Brodeur et al. 2001; Centre for Reviews
and Disseminations 2000; INSPQ 2011; Levy ct al. 2007;
Schock ct al. 2006; MMWR Fluoride Recommendations
Work Group 2001; Ahokas et al. 1999; Recves [986;
Tacoma-Pierce County Health Department 2002) was used
to develop the first version of the logic model. This model was
then submitted to three experts in water fluoridation in Quebec
for validation. Based on their feedback 2 new logic model was
built, which was subsequently validated by the same experts.

Calculating the cost of the intervention
Data sources

Before presenting in detail the methods uscd to estimate the
costs rclated to the water fluoridation program, we should
point out that most of the data used for this calculation came
from the 13 Quebec municipalities that voluntarily fluoridat-
ed their water between 2002 and 2010 as well as from two
other municipalities that had only reccived infrastructure
subsidies for fluoridation. These data came from MSSS
databases. Only 2.7 % of Quebec’s population had access
to voluntarily fiuoridated water in 2010. Table 1 presents the

Table § Municipalities with water fluoridation programs that were
subsidized, with years of fluoridation and of infrastructure subsidies

Municipalitics Years of fluoridation Years of infrastructure

subsidics

Bécancour 2002-2010 ¢
Cote-de-Beaupre®  ® 2008
Chiteauguay 2002-2010 2005 and 2008
Dorval 2002; 2008-2010 2007

Fermont 2003-2010 "

La Prairic 2002-2010 €

Laval® b 1995 and 1999
Montmagny 2002-2010 :

Pointe-Claire 2002-2010 2007

Québee 2002-2007 :

Richmond 2009-2010 2006
Saint-Georges 2010 2009
Saint-Romuald 2003-2010 ¢
Trois-Riviéres 2002-2008 2010
Verchéres 2005-2010 2005

" Received only infrastructure subsidy for fluoridation
¥ No fluoridation, Source: MSSS
“No equipment subsidy
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municipalities that implemented water fluoridation and were
subsidized by the MSSS, the years of fluoridation and the
years when infrastructure subsidies were received. The de-
mographic data for the population of Quebec as a whole and
broken down geographically for each municipality studied
were collected from a database at the Institut de la statistique
du Québee (1SQ 2011).

Estimation methods

The cost of the water fluoridation program in Quebee was
estimated using the typology developed by the Institut
National d’excellence en santé et services sociaux (INESSS)
[National institute for health and social services excellence].
This cost was broken down into investment costs, fixed recur-
rent costs, and variable recurrent costs,

Investment costs The investment costs are the amounts of the
subsidies allocated to nine municipalities for water fluorida-
tion activitics (Table 1). Based on MSSS recommendations,
we considered that all the infrastructures would be depreci-
ated degressively over 20 years from the date the subsidy
was received. The investment cosls were assessed in 2010
dollars, adjusted based on: (1) the annual rate of growth in
the consumer price index (inflation rate); (2) the discount
rate; and (3) the rate of inflation for dental products. Rather
than calculate 2 summary discount rate incorporating all the
above rates, which could potentially have introduced biases,
we opted instead to estimate the investment costs by varying
the discount rate using 3, 5, and 8 %. The 3 and 5 % rates are
the discount rates suggested by the federal government of
Canada, while 6 and 8 % rates arc mentioned by the provin-
cial govermnment of Quebec (Montmarquette and Scott 2007);
given the minimal difference between the 6 and 5 % rates, we
opted to use the latter. Thus, for cach municipality, we
calculated the amount of the annual subsidies after degres-
sive depreciation over 20 years. The amount obtained was
then adjusted to 2010 dollars for cach of the rates retained for
this study, i.c., 3, 5 and 8 %.

Finally, we ¢stimated the average cost per inhabitant by
municipality (average weighted by the average size of the
population of each municipality from 2002 to 2010) and for
all of Quebec (average population of Quebec from 2002 to
2010).

Recurrent fixed costs Recurrent fixed costs are the amounts
paid in salarics and fixed contractual costs for the use of the
INSPQ public health laboratory for water flucridation activities.
Based on MSSS sources, the following costs were considered:

~  The salary of a technician in cach of the 13 municipal-
itics with fluoridation, at $35/h, 1 h/day, 365 days/year
in 2010.
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— The salary of a full-time MSSS consulting dentist, at
$79.10/h, 35 h/week for 44 weeks in 2010.
The salary of a half-time INSPQ consulting dentist, at
$79.10/h, 17.5 h/week for 44 weeks in 2010,

~ The salary of one consulting dentist serving 18 admin-
istrative regions of Quebec, at $79.10/h, for onc 7-h day
per month, 12 times per year, in 2010.

~ The costs for usc of the public health laboratory
(INSPQ) under a 2-year contract (2009-2010). These
include the costs of monitoring (1) overali system per-
formance, (2) fluoride levels in the networks, and (3) the
source of the fluoride ions, as well as general costs and
information system costs.

In the first case, the average costs per inhabitant were
calculated based on the size of each municipality. In the four
other cases, the average costs per inhabitant were calculated
by dividing the total annual costs by the total population of
Qucbecc in 2010.

Variable recurrent costs Variable recurrent costs were mea-
sured based on the amounts expended to purchase supplies
used to fluoridate water in cach of the 13 municipalitics that
participated in the program for at least 1 year between 2002
and 2010, First, all the amounts were converted to 2010
dollars for each of the rates of 3, 5 and 8 %. Then, the
average costs per inhabitant for each municipality were
calculated as a weighted average of the annual supply costs
in relation to the annual size of the municipalities’ popula-
tions from 2002 to 2010. Finally, the total average cost for all
of Quebec in 2010 dollars was calculated by adding together
all the costs for cach municipality.

Estimate of the benefits associated with the water
fluoridation program

Estimation methods

The estimated benefits were in fact the savings resulting
from the reduction in the number of dental services related
to caries, including travel costs and productivity. Dental
services included all costs related to the treatments and
repeal treatments expected to be required because of caries
over the course of a lifctime,

Data sources

The data compiled to estimate the benefits of the Quebec’s
water fluoridation program were drawn mainly from the
reports of three studies carried out in Quebec by Brodeur
and colleagues on the oral health of children 5-8 years old, of
children 1114 years old, and of adults 35-44 years old
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{Brodeur ct al. 2001, 1999, 199R). These are the most recent
studics done in Quebec in terms of oral health epidemiology.
The prevalence data on catics were taken from the dmft and
DMFT indices in those reports and compiled by age; dmfi
and DMFT indices express the number of primary or perma-
nent tecth decayed (d or D), missing (m or M) or filled (f or
F) in children and adults, respectively. The data on percent-
age of dental services utilization within the past year by age
(percentage of the population having consulted} were also
extracted from these reports. The demographic data for pop-
ulation ecstimates by age in Quebec were compiled from a
Statistics Canada database (Statistics Canada 2011). Table 2
summarizes, by age groups, the data collected to estimate the
benefits associated with water fluoridation in Quebec.

Costs of treatment for dental caries

Treatment of a tooth that is decayed, missing or filled due to
dental caries requires a complete examination, the filling of a
dental surface with an amalgam or composite material, and at
least one round trip to the treatment centre (hospital or dental
clinic). The costs associated with treatment were calculated
taking into account all expenses related to each of these items
by age group and accordance to the fees then in effect as sct by
the Régie d’Assurance Maladie du Québec (RAMQ) [Quebec
Health Insurance Board] and the Association des chirurgiens-
dentistes du Québec (ACDQ) [Quebec Association of Dental
Surgeons]. Table 3 summarizes all the activities, their vol-
umes, and the unit costs used to calculate expenses in cach of
the options for treatment of caries, by type of tooth and age

group.

Cost associated with a complete examination The cost of a
complete examination varies according to the type of tooth
(primary or pcrmanent) and the patient’s age. For patients
aged 9 years and under, a complete examination for a prima-
ry tooth was $41.25 in 2006 according to the RAMQ sched-
ule (RAMQ 2006). This rate is still in effect today. For
permanent teeth in children aged 14 ycars and under, the
cost was estimated at $54.63 in 2011 by the ACDQ (ACDQ
2011). Finally, for children aged 15 years and older, as well
as for adults, this cost was $90 in 2011, again according to
the ACDQ.

Cost related to filling a molar with an amalgam or composite
material For temporary teeth in children aged 9 ycars and
under, the cost of an amalgam filling on two surfaces for a
primary molar was $70.25 according to the RAMQ schedule,
including the cost of asepsis ($5.50). For permaneat tecth in
children aged 14 years and undcr, the cost of an amalgam or
composite filling of two surfaces for a permanent molar was
$107.25. This cost was obtained by averaging the ACDQ
(2011) costs of restoring two surfaces in amalgam ($113) or
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.2 composite ($152) and the RAMQ (2006) cost of restoring
E,I"if, T2EERRI2sE: two surfaces in amalgam (382, including asepsis), giving a
5@ §SLEE cERZZohE total of $107.25, sincc some of the fillings were done in
.E'E ’:" g’ E § g ‘Ff,' § ';E a % g children below the age of 10 years and others in children
. "'g o age 10 years and over. For children over 14 years old, the
price of a filling on two surfaces for a molar (averaging
8%, amalgam and composite) was $132.50 (ACDQ 2011).
EQ B
S 8 o .
- Cost of travel for a filling In travel costs, we included both
2EEY § g § & § §. § g E E § the cosis of transportation o the dental services centre and
EE ¥n S 2553828 § Iz e the costs related to loss of productivity due 1o caries. Loss of
FESL|EEBRRESRRESR productivity: In Quebee, a filling is associated with a single
. complete examination. The estimated number of minutes for
E £ the examination and a rctum visit to fill a molar, including
.‘:; 2 the wait times in the office for these two visits, was based on
E_‘; % gomEoonnLIgee the results of a study conducted among Quebec dentists
f—_g i S S St :5_ i (Bertrand et al. 2011), which obtained an average of
['_3 & cEeERPRRE®endR 85.3 min for an cxamination and filling. This time was
- - - »
doubled for paticnts over the age of 14 ycars, given that
) two visits are required. For a conscrvative cstimate, we used
g 5 §, the minimum wage rate of $9.65/h to asscss costs related to
2§ time spent in dental visits for examinations and restorations,
58 3 . . .o
o 28 5 both for adult paticnts and parents of children {Commission
B des normes du travail 2011). Costs of transportation: The
o i - .
% g I £ 2om5e o= same survey was used to determine the distance travelled by
=1 B FEHS ®Eers W patients to get to a dental clinic, That survey calculated an
Bl e .5 = average one-way distance of 8.04 km, which we multiplied
= §§, 8 = by two for patients under 14 years of age, and by four for
ﬁ g _g g g paticnts 14 ycars and older, given that the examination and
= o . - 13 -
HEREL filling required two round trips for that age group. Otherwise,
gﬂ gE :gf: Rram @wwnan average fuel consumption for \.'ehiclcs in Qucbcc in 2007
,§ E EE 5 el BRI T B A B B was 9.04 L per 100 km (DcsRosncrs: Automotive Consu.ltan.ts
= 2008), and the average price of a litre of regular gasoline in
:- = g Quebec in 2010 was $1.059 (Régie de 'énergie du Québec
% '«E g‘ 2010). Finally, multiplying the average price of fuel by the
2| g8 number of kilometres travelled and the average fuel con-
= = . . . .
g| 3§ § e e sumption of thlclcs in Quebec, we obtained an avcragcfcost
HEE LeNe oeo9 of transportation of $2.90 for paticnts under 14 years of age
g| %= mEman e e 2 and $5.80 for patients 14 years and older. These costs were
g % similar to the average public transportation fare in Quebec
3 & o n e E E E, £ ;'E ($2.75 per ride) in 2010 (Government of Québec 2010).
% g ERERERE fé g E g E Hence, given the minimal difference in the one-way cost of
- fEFEEE pogss5 3 transportation whether patients used a car or not, we assumed
g all patients travelled by car.
A
g 2
g _g Txxx S22%2 3 Average cost of treatment per i.uhabimm Jor a decayed,
o | 2 e S & missing or filled tooth, by age Finally, the average cost of
5| & == =Z2=z=z¢= £ W ag:
8 - treatment per inhabitant for decayed, missing or filled teeth
& . I} -
g e g 5 in Quebec was estimated as follows. First, the total number
2l g g -+ 8 of tecth restorations was estimated by multiplying the dmfi
~| g :f_‘ L i é', or DMFT index value by the population cxamined who had
=1 3 B oo 3EES used dental services in 2010, in each age group. Then, the
gl < neEEET T T TERE total estimated cost for the treatment of decayed, missing or
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Table 3 Fees for treatment of one cavity by type of tooth and age group

Option Description Quantification Assigned valuc Source
Primary teeth (children Complete examination | $41.25 RAMQ (2006)
B years of nge and under) Filling on 2 surfaces, amalgam, 1 $70.25 RAMQ (2006
primary tooth
Loss of productivity $5.3 min $9.65/h Commission des normes
du travail (2011)
Transpottation 3216 km $1.059/L Régic de I"énergic du
9.04 L/100 km Québec (2010)
Permanent teeth (children Complete examination 1 $54.63 ACDQ (2011}
14 years of age and under) RAMQ (2006)
ACDQ (2011)
Filling on 2 surfaccs, amalgam/ 0.963 $107.25 RAMQ (2006)
composite, permanent tooth
Loss of productivity 85.3 min $9.65/m Commission des normes
du travail (2011}
Transportation 32.16 km $1.059/L Régic de I'énergic du
9.04 L/100 km Québec (2010)
Permanent tecth (adults Complete examination | $90 ACDQ (2011)
over the age of 14 years) Filling on 2 surfaces, amalgam/ 6 $132.50 ACDQ (2011)
composite, permanent tooth
Loss of productivity 170.6 min $9.65/ Commission des normes
du travail (2011)
Transportation 6432 km $1.059/L. Régie de I'énergie du
9.04 L/100 km Québee (2010)

filled teeth was obtained by multiplying the total number of
these teeth by the average cost per visit for treatment of a
tooth, expressed in 2010 dollars. None of the fees were
discounted because they had remained unchanged since that
time. Finally, the avcrage cost of treatment per inhabitant in
Quebec in 2010 was calculated by dividing the total estimat-
cd cost by the total population in 2010,

Costs of repeat treatment of dental caries

The costs of repeat treatment by age group and for all of
Quebec were estimated based on the assumption that every
year 6.87 % of paticnis treated for dental caries undergo
repeat treatment, up to the age of 81 years (Bertrand et al.
2011; Quifionez et al. 2005; Skold et al. 2008). Repeat
treatments for primary tecth were considered to occur up to
the age of 12 years, All costs were discounted using rates of
3,5, and 8 %/ycar.

Benefits of the water fluoridation program due to reduction
in dental caries prevalence

Financial bencfits and losses were estimated by calculating the
difference in dental care costs with and without the interven-
tion. When this difference is positive, we refer 1o the resultas a
benefit. In other words, if the water fluoridation program leads
to a reduction in dental caries, and thereby 1o a lowering of
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costs for dental care related to treatments and repeat treatments
for dental caries, then economic bencfits will be observed.
Given a reduction of X% of prevalence in caries due to a water
fluoridation program, the bencfit is calculated as follows:
Benefit=(1-X %) »% total cost of dental care for treatment
and repeat treatment. Since the resulls in the literature have
been divergent, with demonstrated effectiveness of the water
fluoridation program ranging from 1 to 50 % when comparing
fluoridated and non-fluoridated regions, we carried out a
sensilivity analysis to estimate the benefits by varying X %
between 1 and 50 %.

Cost-effectiveness evaluation

The cost-cffectiveness of the water fluoridation program was
cvaluated by comparing the benefits of the intervention to its
costs. We included all the costs of the intervention; for the
benefits, we retained only those indirect effects for which
monetary values had already been set in the healthcare mar-
ket. Indeed, it is not always necessary for the economic value
of all cffects 1o be calculated in order to reach a cost-
effectiveness threshold,

The benefit-cost {B/C} ratio was calculated by age group
and for all of Quebec. The B/C ratio provides information on
the savings achieved for cach dollar invested in the program
in Quebec in 2010. The program is considered 10 be cost-
cffective if the B/C ratio is above 1. This ratio was calculated
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by varying the percentage X of reduction in carigs
attributable to water fluoridation between 1 and 50 %.
These percentages represent the levels of cffectiveness
reported in the literature when comparing reductions in
dental caries between regions with and without fluori-
dation. Univariate and bivariate sensitivity analyses were
also carried out, simultancously varying the discount
ratc (3, 5, and 8 %) and the percentage of reduction
in dental caries (X %). This produced a cost-effectiveness
threshold.

Results
Result 1

Logic model for the intervention — water fluoridation
program

Figure 1 presents the logic model for Quebec’s water
fluoridation program. This model clearly describes the inter-
vention by presenting all of its resources, activilies, and
effects. In the grey boxes are the items that were included
in calculating the intervention’s cost-cffectivencss.

Result 2

Cost of the water fluoridation program

The analyses showed the total average cost per inhabitant
(total population of 7,907,375 in 2010) of the water fluorida-
tion program in Quebec to be $1.93, $2.05, and $2.25 (in 2010
dollars), based on discount ratcs of 3, 5, and 8 %, respectively.

Result 3

Bencfits of the water fluoridation program

Before cxplaining the benefits of the water fluoridation
program, it is important to mention the amount spent on
dental care (treatments and repeat treatments) in the absence
of any water fluoridation program. The analyscs showed
these cxpenses to be either $532.08, $532.87, or $534.05
per inhabitant per year (2010), based on variations in infla-
tion and discount rates of 3, 5, and 8 %, respectively.

Assuming the water fluoridation program reduces the
prevalence of caries by X percent, ranging from 1 to 50 %,
the benefits achieved for all of Quebec are presented in
Table 4, based on discount rates of 3, 5, and 8 %. As an
cxample, if the water fluoridation program reduces dental

Quality of life and overall
health
- Less cdentation, improved
1 th i maintenancenf teeth in meuth
Healihy growth in Reduced use of dental
prostheses
= Avoidance of premature
Bener monality in :hL elderly
g = Reduction in nosocomia)
DIRECT EFFECTS Improved fwitsition aspiration preumonia
Caries reductlon In chowing - Impravement In overall beatth
children, adults and the
elderly Greater selfesteem
SOCIETAL PERSPFECTIVE and interpersonal
- Lstimated 28% reduction in No% tmproved 9 " giongin
children D 10 9 years old appearance -
- 2K 1o U resduction in .
caries overall N INDIRECT EFFECTS
Reduction in Savings on oral health services
RESOURCES ACTIVITIES ural pain
= Reductions in costs related (o weatment.
hospiulizations, and peneral ancsthesia, as
N — welt as adminisirative cous
= [nfrastracture and - Water Muoridation Reduced use of oral - Resioratian costs avalded for all types of
cquipment romotion o oral healih health services tceth (primary and permancat)
= Prumaotion of orl he - T
-Chemical products | ] D= =l
- FTE professionals (full-
i L INDIRECT EFFECTS
Indirect costs
- Fewer work days lost
- Fewer school days lnst for chuldren
DIRECT EFFECTS
Better informatlon = -: Less public resistance l
OTHER EFFECTS

Reductions (n incquatities
related to oral health

Note: Geey boxes contain data that were assipned values.

Fig. 1 Logic model of Quebec’s water fluoridation program
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Table 4 Savings per inhabitant (2010) by percentage of caries reduc-
tion due to the water fluoridation program and by discount rate

Discount rates

3% 5% 8 %

$5.32
$79.81
$106.42
$133.02
$159.62
35% $18623
40 % $212.83
50 % $266.04

$5.33

$79.93
$106.57 $106.81
$133.22 $133.51
$159.86 $160.22
$186.50 $186.92
$213.15 $213.62
$266.43 $267.03

$5.34
$80.11

Percentage of caries reduction %
due to the water fluoridation {5 s,

progmm 20 %
25 %
30 %

caries by 30 % on average, as estimated by the MSSS, this
would represent savings of more than $159 per inhabitant in
2010 in Qucbec.

Result 4

Cost-cffectiveness of the water fluoridation program

Table 5 and Fig. 2 present the detailed results, based on the
discount rates applied (3, 5, and 8 %) and reductions in dental
caries attributed to the water fluoridation program ranging
from | to 50 %. Scnsitivity analyses showed that, if the water
fluoridation program reduced dental caries by 1 %, one dollar
invested in the fluoridation program would save $7.32 to
$8.53 in dental care costs per inhabitant in 2010 (savings in
costs for trcatment and repeat treatments). Assuming the
MSSS forecasts, which anticipate a 30 % reduction in dental
carics duc to water fluoridation, arc achieved, each dollar
invested in fluoridation would avoid a minimum of $71 to
$83 (2010) per inhabitant, for total savings of more than $560
million for the State and the population.

Table 5 Benefit-cost ratios by percentage of carics reduction and
discount rate

Discount rates

3% 5% 8%

Percentage of caries reduction 1 % 8.53 8.03 7.32
due to the water fluoridation 150, 444 41.8 18.08
program 0% 5721 5386 49.07

25 % 70.02 65.92 60.06

0% 8283 77.98 71.05

35 % 95.64 90.04 82.04

40 %% 10845 1021 93.03

50 % 13407 12622 11500
@ Springer
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Our study showed that the water fluoridation program is
cost-cffective, and that this would be true cven for a very
conservative estimate of only a 1 % reduction in dental
carics. These results were confirmed regardless of the infla-
tion rates and discount rates used. Qur results showed that
this program would produce substantial savings if
implemented in different municipalitics across the province.,
This study, with its economic data, adds to the alrcady well-
documented conclusions on the effectiveness of the inter-
vention both at the individual level, in reducing dental caries,
and at the socictal level, in reducing health-related social
inequalities,

Discussion

Even though our methodological approach is quite different
from those used in studies on this subject reported in the
literature since the 1960s in contexts other than thosc of
Canada and Quebec (Birch 1990; Davies 1973, 1974;
Dowell 1976; Griffin et al. 2001; Hardwick 1965; lackson
1987; Sanderson 1998; Sanderson and Wilson 1994; MMRW
Fluoride Recommendations Work Group 2001), our results go
in the same direction.

The cost of Quebec’s water fluoridation program rangcs
from $1.93 to §2.25 (in 2010) per person (total population of
almost 8 million). This cost appears high in comparison with
that obtained by Ringelberg and colleagues (1992) in their
study of 44 communitics in Florida, in the US. However, the
cost of water fluoridation there varied with community size.
The average cost of fluoridation was $2.12 per person in
communities with 10,000 inhabitants, whereas in communi-
ties of between 10,000 and 50,000 it was only $0.68, and in
communitics of more than 50,000 inhabitants it was even
lower, at $0.3 1. There are three possible key explanations for
the higher costs in Quebec. The first is that all the munici-
palitics with water fluoridation in 2010 had fewer than
50,000 inhabitants. The more populous municipalities,
Quebece City and Trois-Riviéres, stopped their programs in
2007 and 2008, respectively. The second possible explana-
tion is that the salarics of municipal employees involved in
sanitation activitics may have been overstated, since water
fluoridation activitics are blended into their overall daily
tasks. It was therefore difficult to isolate the actual time spent
by these employees on the fluoridation of drinking water in
their municipalitics. The third possible explanation rclates to
the time devoted by the half-time INSPQ consulting dentist
to water fluoridation activities in Quebec, which may be
overstated, Even though the protocols call for an INSPQ
consulting dentist to be involved in these activities, we were
informed by various experts that this dentist devotes less
time than envisioned to the drinking water fluoridation

program.
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Fig, 2 Benefit-cost ratio (B/C)
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Finally, we deliberately decided to overestimate program
costs whenever there was uncertainty, since our approach
was aimed at testing the cost-effectiveness of the water
fluoridation program and not at calculating all of its benefits.
Only the economic benefits related to savings in treatments
and repeat treatments werc taken into account. The total
savings would have been much greater if our calculations
had included the costs of anacsthesia and hospitalizations
associated with the treatment of dental carics complications,
potential savings related to improved quality of life and
overall health, and economic benefits due to reduced oral
health incqualities, among others.

However, one limitation should be noted. This study used
dental caries prevalence data that were more than a decade
old (Brodecur ct al. 2001; Brodeur et al. 1999; Brodeur et al.
1998). However, no population-based epidemiological study
on dental carics has been carried out since then in Quebec.
From the data in the Canadian Health Measures Survey
(CHMS) done by Health Canada in 2010, the percentage of
the Canadian population with at least one dental cavity has
remained stable at 96 % for more than 20 years, We can
reasonably assume that the prevalence of caries, in terms of
the number of primary or permanent decayed, missing or
filled (dmfi or DMFT) tecth has remained stable or even
increased. Even if the number of dmfi or DMFT had de-
creased over time, the sensitivity analyses (Fig. 2) cover a
broad spectrum of potential variation in dental caries in
Quebec, thereby strengthening the robustness of the resuls.

Conclusion

We live in a socicty where, increasingly, economic data are
used to justify the implementation of new interventions or to
confirm their validity. This is the case, for instance, for the
global health technology assessment movement. While not
subject to the same evaluation processes as new drugs and
technologics, public health is also under pressure to defend the
economic value of its interventions, Therefore, demonstrating

Water Fluoridation Report

.|.
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the cost-ctectiveness of public health interventions would
constitute a solid argument for greater investment in this sector,

Public health interventions are not gencrally good candi-
dates for traditional cconomic evaluation methods because of
the nature of their effects, which are often spread out over the
long term and have indistinct boundaries, since they involve
many different sectors of activity (education, health, employ-
ment, ctc.}. The approach used here was designed to describe
accurately the spectrum of impacts of public health interven-
tions while at the same time oflering relevant information for
decision-making on resource allocation in the health-care sys-
tem. The nature of the information provided by this type of
analysis is different from what would be offered by traditional
analyses: cost-cflectiveness analysis would have compared
different interventions aimed at improving dental health (e.g.
milk fluoridation vs, water fluoridation); traditional cost-ben-
cfit analysis would have converted into monetary the dircct
health effects (c.g. attempting to assign a value to a healthy
tooth). We worked with indirect effects related to treatment
costs avoided rather than with direct effects related to tooth
health, as the former alrcady had an established monctary value
in the healthcare market. In this way, we were able to circum-
vent the cthical and methodological pitfalls of traditional cost—
benefit analyses.

The results delivered here on the cost-effectiveness of the
drinking water fluoridation program provide directly rele-
vant information to promote an intervention whose cfficacy
and safety have already been scientifically demonstrated, but
which has not been implemented en a large scale in Quebec.
This information constitutes a new argument that can be
brought into the political arcna of budget allocations. One
question to which our analysis does not respond, however, is
that of ‘who pays and who receives’. In our analysis, we
adopted a socictal perspective that allowed us to track all the
costs and effects of the intervention. However, if the govern-
ment should decide to proceed, it would probably need to
undertake new negotiations among (1) the economic benefi-
ciarics of the intervention, that is, those who would pay less
for dental treatment (individuals paying directly, private

@ Springer
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insurers, the RAMQ), (2) those receiving less as a result of
the intervention (dentists and dental health professionals),
and (3) those who would fund the intervention (Ministry of
Health, municipalitics, and taxpayers). It is well known that
one persoen’s income is another person’s expense, and as
such, introducing this intervention, even if it is cost-
cffective, will have redistributive effects, This will likely be
the next challenge facing proponcnts of this program,
However, it might also be the redistributive cffect of this
relatively coercive public health measure that would trigger
the decision to proceed with its large-scale deployment:
water fluoridation, in contributing to everyone’s oral health,
has a major impact on reducing the social inequalities of
health, an objective much soughi-after but often difficult to
achieve through public health policies.
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Agenda ltem # 8.1.2

A ,taE as AltaGas Utilities Inc.
5509 45th Street main  780.986.5215

utilities Leduc AB T9E 6T6 fax  780.986.5220

March 26, 2015
RECEIVED
His Worship, Mayor Terry Yemen & Council . 2085,

M.
Town of Drumbheller
224 Centre Street RECE‘VED
Drumbheller, AB T0J 0Y4 APR 14 206
Dear Mayor Terry Yemen & Council,

RE: Renewal of Natural Gas Distribution System Franchise Agreement

AltaGas Utilities Inc, (AUI) presently has the privilege of holding the natural gas franchise for the Town
of Drumheller pursuant to an agreement effective December 2004. The term of this agreement is for a
period of ten (10) years. The existing agreement between the Town of Drumheller and AUI utilized a gas
franchise template negotiated between AUI, ATCO Gas (AG) and the Alberta Urban Municipalities
Assoctation (AUMA) which was approved by the Alberta Energy and Utilities Board in September of
2003.

As you are aware, at the request of the AUMA, the three parties mentioned above (AUI, AG and AUMA)
have recently renegotiated a new standard natural gas franchise agreement template. AUI would like to
take this opportunity to initiate the renewal process with the Town of Drumheller and invite Council to
consider utilizing the template.

The new franchise agreement template was approved by the Alberta Utilities Commission, March 20,
2015 in Decision 20069-D01-2015. Please find attached for your review:

A copy of the current franchise agreement.
* A copy of the new AUMA template.
* A summary of the differences between the current agreement and new AUMA template.

I will follow up with this letter to discuss how Council wishes to proceed with this process. In the interim,
if you have any questions or concerns, please contact Irv Richelhoff at 780-980-7305 or, Mark Filteau at
780-980-6772 or by email at businessdevelopment/@agutl.con.

Sincerely,

Irv Richelhoff
Supervisor, Business Development

RFD Alta Gas Franchise Page 35 of 106



Alberta Utilities Commisson Approved Franchise Agmtg' e 4 8.1.2
ew Mode T

Comparison Between Existing Franchise Agreement &

Template

AUMA Model AUMA Model Current
Agreement Paragraph | Agreement Paragraph # Ag:':::;e; t Reason for Change/Addition
Preamble Preambie * New defined term “Parties” added for
clarity and reference.

Definitions I a-*“Agreement” Not o The term “Agreement” is capitalized in the
specifically existing template, but the word was never
included defined, this definition was added for

clarity.
1 b - “Alternative Course | 13 ¢ Definition is included in paragraph 14 (c) of
V' | of Action” new agreement and clause 13 of existing
template.
| ¢c- “Commission” ib e Defined for clarity and reference.
¢ No material change to existing template,
I d - “Company” lc o No material change to existing template
I e - “Construct” 1d o Revised for clarity and expanded to be more
inclusive.
I f- “Consumer” or le e Revised for clarity and uses “Municipal
“Consumers” Service Area” a newly defined term to better
define the “Consumer” in the “Agreement”.
o No material change to existing template.
1 g -“Core Services” 1f s No material change to existing template.
| h - “Delivery Taniff” lg » Revised for clarity.
I i-“Electronic Format” | Notincluded |[e Added to allow for electronic formats to be
utilized by the Parties to the agreement.
1 j - “Extra Services” lh + No material change to existing template.
I k -“GUA” la » Replaces “Act” in the existing template for
clarity and reference.
1 1 -“Intended Time 13 o Definition is included in paragraph 14 (c) of
Frame” new agreement and clause 13 of existing
template.
1 m - “Maintain” 1.1d o No material change to existing template,
revised for clarity.
1 n - “Major Work” Not included | e Similar meaning to definition in current
v electrical agreement.
o Amount has been left blank intentionally to
allow for differences between
municipalities.
1 0-"“MGA” Not included | e Defined for clarity and reference.
1 p - “Modified Plans™ 13cii e Definition is included in paragraph 14 (c) of
v new agreement and clause 13 c ii of existing

template.

1 q - “Municipality”

l.l1g

No material change to existing template.

1 r- “Municipal
Compensation™

18

Definition is included in paragraph 20 of
new agreement and clause |8 of existing

template.
No material change to existing template.

BDecision 20069-D01-2015 March 20, 2015

RFD Alta Gas Franchise
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Alberta Utilities Commisson Approved Franchise Agr R’bﬁ?
Comparison Between Existing Franchise Agreement & m#?l[emp aﬁ: 8.1.2

AUMA Model AUMA Model Current .
Agreement Paragraph | Agreement Paragraph # Ag::::':; ¢ e LRSI A LRI
/ ! s - “Municipal Service | Not Intent changed to reflect the area within the
Area” specifically | Municipality this agreement covers which
m may, or may not, be the entire municipality.
1 t-“Municipal In Minimal revision to reflect change in the

Property”

definition of | s.
No material change to existing template.

| u - “Natural Gas”

Not Included

Defined for clarity and reference.

I v - “Natural Gas
Distribution Service”

No material change to existing template.

| w-“Natural Gas 1j No material change to existing template.
Distribution System”

Ix - “NOVA Gas Not Included Defined for clarity and reference.
Transmission Ltd.

(NGTL)”

i y - “Operate” lo No material change to existing template.

I z - “Party” or “Parties”

Not included

Defined for clarity and reference

| aa - “Plans and
Specifications™

10a

Added for clarity and reference along with
the definition of “Major Work™ Similar
meaning to definition in current electrical
agreement.

No material change to existing template.

| bb - *“Term” 1p No material change to existing template.
1 cc = “Terms and lq Revised to show Commission approval
Conditions” required.
1 dd - “Work” Ir No material change to existing template.
I ee —“Work Around 3cii Definition is included in paragraph 14 (c) of
v Procedures new agreement and clause 13 ¢ ii of existing
template.
Term 2a 2 No material change to existing template.
2b Not included Included to clarify the expiry date of the
agreement.
2¢ 2b No material change to existing template
Expiry of Term of 3a 2d No material change to existing template.
Agreement
3b Not Added to reflect MGA legislation.
v specifically
included 2 ¢
3¢ 2e No material change to existing template.
3d Not included Added to allow municipality and utility
\/ ability to enter into a new template
Agreement if approved by the Commission
and mutually agreed on by the Parties.
Grant of Franchise 4a-b Ja No material change to existing ternplate.
Information was reformatted for clarity.
4¢ 3b No material change to existing template.

Decision 20069-D01-2015 March 20, 2015
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Comparison Between Existing Franchise Agreement & mtgé emp a;lh:EeS' 1.2

AUMA Model AUMA Model Current
Agreement Paragraph | Agreement Paragraph # Ag:-:::;e: t Reason for Change/Addition
Franchise Fee 5 a— Calculation of 4a No material change to existing template,
Franchise Fee revised for clarity.
5 b - Adjustment to the 4a Information reformatted for clarity
/ Franchise Fee Provides municipality with further latitude
on timing of revisions to the franchise fee
percentage with Commission approval.
5 ¢ — Notice to Change 4c No change in meaning or intent.
Franchise Fee
5 d — Payment of 4d No change in meaning or intent.
Franchise Fee
5 e —Franchise Fee Cap | 4b No change to existing template.
5 f— Reporting de No material change to existing template.

Considerations

5 g - Franchise Fees
Collected from Nova Gas
Transmission Ltd

Not included

ATCO Gas only
New clause to clarify the collection of
Franchise Fees where NGTL customer is

Customers served from ATCO system.
Core Services 6 5 Further defined in Schedule “A”.
Allows for amendment of the core services
on mutual agreement.
Provision of Extra 7 6 No material change to existing template,
Services revised for clarity.
Municipal Taxes 8 7 No change in meaning or intent.
Right to Terminate on 9 g No material change to existing template,
Default revised for clarity.
Sale of Natural Gas 10 9 No material change to existing template,
Distribution System revised for clarity.
Provision of Detailed 11 a — Detailed Plans 10 a No material change to existing template.
Plans and Equipment 11 b — Provision of 10b No change in meaning or intent
Equipment
Right of First Refusalto | 12a-c¢ Ila-c No material change to existing template.
Purchase
J / 12d 11d Utility has first right to match any offer the
Municipality is willing to accept.
12e e No material change to existing template.
Construction and/or 13 a — Municipal 12a New defined term “Major Work™ added.
Maintenance of Natural | Approval Approval process outlined for clarity and
Gas Distribution System reference.
All utility work is currently approved by the
M Municipality.
13 b — Restoration of 12b No material change to existing template.
Municipal Property
13 ¢ — Urgent Repairs 12¢ No change in meaning or intent.

and Notification to
Municipality
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Comparison Between Existing Franchise Agreement & Ne

AUMA Model AUMA Model Current L
Agreement Paragraph | Agreement Paragraph # Ag:‘::;r;e;t Reason for Change/Addition
13 d ~ Company to 12d No change in meaning or intent.
Obtain Approvals from
Other Utilities
\/ 13e - Re\.fised Plans and | Not included Utilities agree to provide revised plans for
Specifications all “Major Work” performed within the
Municipality.
13 f— Approvals 12e No change in meaning or intent.
Responsibilities for Cost | 14 13 No change in meaning or intent.
Relocation
Natural Gas Distribution | 15 14 No material change to existing template.
System Expansion
Increase in Municipal 16 15 “Municipal Service Area” a new defined
Boundaries \/ term added for clarity and reference,
meaning and intent not changed.
Joint Use of Municipal 17 a - Municipal Use l6a Revised to better reflect that it is the
Rights-of Way municipal right-of-way that can be utilized.
No other material changes to paragraph.
17 b— Third Party Use 16b Revised to better reflect that it is the
and Notice municipal right-of-way that can be utilized.
No other material changes to paragraph.
17 ¢ — Cooperation 16¢c Revised to better reflect that it is the
municipal right-of-way that can be utilized.
No other material changes to paragraph.
17 d — Payment 16d Revised to better reflect that it is the
municipal right-of-way that can be utilized.
No other material changes to paragraph.
17 e — Provision of l6e Municipality can request a copy of all
Agreements agreements at its discretion.
Municipality as a J 18 Not included Agreement does not restrict Municipality
Retailer
Reciprocal 19a 17b No material change to existing template.
Indemnification and 19b 17a No material change to existing template.
Liability
Assignment 20 8 No material change to existing template.
Notices 21 19 Similar to current agreement with the
addition of “Electronic Format™ as a form of
notice.
Interruptions or 22 20 No material change to existing template.
Discontinuance of
Delivery Service
Dispute Settlement 23 21 Additional clarification and new dispute
settlement process provided.
Application of Water, 24 22 No change in meaning or intent.
Gas and Electric
Companies Act
Force Majeure 25 23 No change in meaning or intent.

Decision 20069-D01-2015 March 20, 2015

RFD Alta Gas Franchise

Page 39 of 106



Alberta Utilities Commisson Approved Franchise Agr ?Rgﬁf
Comparison Between Existing Franchise Agreement & m empla e8'l'2

AUMA Model AUMA Model Current

Agreement Paragraph | Agreement Paragraph # Ag:-:s;:e:t Reason for Change/Addition

Terms and .C‘ondltlons 26 24 No material change to existing template,

Not Exclusive Against 27 25 No material change to existing template.

Her Majesty

Severability 28 26 Agreement is subject to applicable laws in
force.

Amendments 29 Not included Added for greater certainty and
transparency.

J Ensures any changes are properly
documented and regulatory approvals
required to effect the change, if any, are
obtained.

Waiver 30 Not included Added for greater certainty and
transparency.
Ensures proper documentation of any
change(s) from Agreement and preserves
each contracting party’s rights and interests
in event of a waiver on one or more matters.
Confidentiality 31 Not included Added for greater certainty and
transparency.
Acknowledgement of the Municipalities’

J ‘ requirement to adhere to the Freedom of

Information and Protection of Privacy Act.
Schedule “A” Core 1 — Delivery of Natural Schedule A - No material change to existing template.
Services Gas !
2 — Installation of Schedule A - No material change to existing template.
Facilities 2
3 — Measurement Schedule A - Same meaning as in current agreement.
3
4 — Emergency Response | Schedule A - No material change to existing template.
Procedures 4
5 — Leak safety Schedule A - Utilities provide already to ensure safety of
6 users. No material change to existing
template.
6 — Qualified Personnel Schedule A - Ensures the integrity of design. Addresses
7 broad spectrum of qualifications required to
design natural gas distribution systems.
7 — Commission Filings | Schedule A - As agreed to by utilities and AUMA.
8 No material change to existing template.
8 — Gas Distribution Schedule A - Reporting will allow municipality to assess
System Information 1 whether the utilities is providing reliable
and safe service.
No material change to existing template.
9 — Annual Usage Not included Reporting will allow municipality to better
Reporting assess consumption.
10 — Annual Meetings Schedule A - Formalizes intent of existing template.
10

Decision 20069-D01-2015 March 20, 2015
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Current
AL bl L0 T b L Agreement Reason for Change/Addition
Agreement Paragraph | Agreement Paragraph # Clause #
Schedule “B” Extra Schedule B ¢ Allows the utilities and the municipality
Services freedom to negotiate extra services.
Decision 20069-D01-2015 March 20, 2015
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Leduc, AB  TYE 6T6 fax 780.986.5220

utilities

March 15, 2005

Alberta Energy and Utilities Board

Utilities Branch

Attention: Becky Torrance, Manager, Utilities Branch
10" Floor, 10055 — 106™ Street

Edmonton AB T5J2Y2

Dear Ms, Torrance;:

COMPLIANCE FILING RESPECTING APPLICATION # 1368651
FRANCHISE AGREEMENT BETWEEN ALTAGAS UTILITIES INC. AND THE TOWN
OF DRUMHELLER

In accordance with the direction contained in Order U2004-440, attached is a copy of both the
executed agreement and a certified true copy of by-law #14-04. AltaGas Ultilities Inc. is filing
these documents on behalf of the Town of Drumheller as per the Board’s directive of December
2, 2004.

This letter confirms that the enclosed executed agreement does not include any changes in intent
from the original agreement approved in Order U2004-440. Please note that a clearly defined
map outlining the municipal franchise boundary has been added as Schedule C to increase the
understanding of the “Municipal Area” as defined in the agreement. The only other changes
made are those that were necessary to complete the agreement.

Yours truly,
Karen Raitz

Manager, Administrative Services

Enclosures
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TOWN OF DRUMHELLER

BYLAW NUMBER #14-04

Of THE TOWN OF DRUMHELLER(the "Municipality”)

A Bylaw of the Municipality to authorize the Mayor and Chief Administrative Officer to
enter into an agreement granting ALTA GAS (the “Company”), the right to provide
natural gas distribution service within the Municipality.

WHEREAS pursuant to the provisions of the Municipal Government Act
S.A. 1994 c. M-26.1, as amended (the “Act”), the Municipality desires to grant and the
Company desires to obtain, an exclusive franchise to provide natural gas distribution
service within the Municipality for a period of 10 {Ten) years subject to the right of
renewal as set forth in the said agreement and in the said Act;

WHEREAS the Council of the Municipality and the Company have agreed
to enter into a Natural Gas Distribution System Franchise Agreement (the
“Agreement”), in the form annexed hereto;

WHEREAS it is deemed that the Agreement wouid be to the general
benefit of the consumers within the Municipality.

NOW THEREFORE the Council of the Municipality enacts as follows:

1) THAT the Natural Gas Distribution System Franchise Agreement, a copy of which is
annexed hereto as Schedule “A", be and the same is hereby ratified, confirmed and
approved, and the Mayor and Chief Administrative Officer are hereby authorized to
enter into the Naturai Gas Distribution System Franchise Agreement for and on
behalf of the Municipality, and the Chief Administrative Officer is hereby authorized
to affix thereto the corporate seal of the Municipality.
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2) THAT the Natural Gas Distribution System Franchise Agreement annexed hereto as
Schedule “A" is hereby incorporated in, and made part of, this Bylaw.

3) THAT the Council consents to the exercise by the Company within the Municipality
of any of the powers given to the Company by the Water, Gas and Electric
Companies Act, R.S.A. 1980 c. W-4, as amended.

4) THAT this Bylaw shall come into force upon the Natural Gas Distribution System
Franchise Agreement being approved by the Alberta Energy and Utilities Board and
upon being given third reading and finally passed.

Read a First time in Council assembied this 4th day of, Octnberfoof
Wy B
(Mayor -

i

=TT

fficer \\

ghief Admidfstrative O
Read a Second time in Council assembled this 13th day of December, 2004.

Read a Third time in Council assembled and

Passed this 13th day of December, 2004 7 [/ y
./r __z' £
/Y Ly

. Mayor - (seal)
//'4.’ ,%ot-w/ —
/(hief Adffifistrative Oﬂ“hk\

& copy of griginal

' aou;nofbrumhel.\ar
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Schedule “A” of
Town of Drumheller
Bylaw #14-04

NATURAL GAS DISTRIBUTION SYSTEM FRANCHISE AGREEMENT
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NATURAL GAS DISTRIBUTION SYSTEM FRANCHISE AGREEMENT

THIS AGREEMENT made effective the 23 14 day of 1((2£ tsniber ,20 0‘-/ .

BETWEEN:

Town of Drumheller, a Municipal Corporation in the Province of
Alberta (the “Municipality”)

OF THE FIRST PART
-and -

AltaGas Utilities Inc., a corporation having its head office at the City
of Leduc, in the Province of Alberta (the “Company”)

OF THE SECOND PART

WHEREAS the Municipality desires to grant and the Company desires to obtain an
exclusive franchise to provide gas distribution services within the Municipal Area on the terms and
conditions herein contained;

NOW THEREFORE in consideration of the mutual covenants and promises herein
contained, the parties hereby agree as follows:

1) DEFINITIONS

Unless otherwise expressly provided in this Agreement, the words, phrases and expressions in this
Agreement shall have the meanings attributed to them as follows:

a) “Act” means the Gas Utilities Act (Alberta) as amended,;

b} “Board” means the Alberta Energy and Utilities Board as established under the
Alberta Energy and Utilities Board Act (Alberta), as amended;

c) “Company” means the party of the second part to this Agreement and includes its
successors and permitted assigns;

d) “Construct” means and includes establish, construct, reconstruct, upgrade or extend
any part of the existing Gas Distribution System or proposed Gas Distribution

System;
/T

RFD Alta Gas Franchise ‘1"'5%'3’ 47 of lo%lunicipalily



Agenda ltem # 8.1.2

e) “Consumer” means any individual, group of individuals, firm or body corporate,
including the Municipality, with premises or facilities within the Municipal Area that
is provided with Gas Distribution Service by the Company;

) “Core Services” means all those services set forth in Schedule “A”;

g) “Delivery Tariff” means the tariff prepared by the Company as revised or amended
from time to time and approved by the Board on an interim or final basis, as the case
may be, approving and authorizing the Company to provide the service of the
delivery of natural gas to the Consumer;,

h) “Extra Services” means those services set forth in Schedule “B” that are requested
by the Municipality on behalf of its citizens and provided by the Company in
accordance with Article 7;

i) “Gas Distribution Service” means the delivery of natural gas in accordance with the
Company’s Delivery Tariff;

J) “Gas Distribution System” means any facilities owned by the Company to provide
Gas Distribution Service within the Municipal Area, and without limiting the
generality of the foregoing, shall include all mains, pipes, conduits, valves and all
other installations used and required for the purpose of delivering natural gas to the
Consumer within the Municipal Area and includes any natural gas transmission lines
owned by the Company within the Municipal Area;

k) “Maintain” means to maintain, keep in good repair or overhaul any part of the Gas
Distribution System;

) “Municipality” means the party of the first part to this Agreement;

m) “Municipal Area” means the area within the Municipal Core along with those areas
served by the Company under the approved rural franchise #606B and amendments
thereto within the municipal boundaries of the Town as shown on the attached map
marked Schedule “C”, as at the date of this Agreement, and as they may be otherwise
increased contiguously herein;

n) “Municipal Core” means the area within the boundaries of the former City of
Drumbheller, excluding only those lands within the former City served by the Big
County Gas Co-op;

0) “Municipal Property” means all property, including lands and buildings, owned,
controlled or managed by the Municipality within the Municipal Area;

ya pug
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P) “Operate” means to operate, interrupt or restore any part of the Gas Distribution
System in a safe and reliable manner;

q) “Term” means the term of this Agreement set out in Article 2;

r) “Terms and Conditions” means the terms and conditions contained within the
Delivery Tariff;
s) “Work” means any work to Construct or Maintain the Gas Distribution System.
2) TERM
a) This Agreement shall be for a term of 10 years, commencing on the first (1*') day of

, 20 , or the first day after both the Board has approved this
agreement and Council of the Municipality has passed third reading of the adopting
bylaw _#/4 -ptl | whichever day comes later.

b) It is agreed that this Agreement supercedes and replaces any prior gas franchise
agreements between the Municipality and the Company.

c) Unless otherwise agreed in writing between the parties, during the first year
following the expiration of the Term, all the rights and obligations of the parties
under this Agreement shall continue to be in effect.

d) Provided the Company gives written notice to the Municipality not less than twelve
(12) months prior to the expiration of the Term of its intention to negotiate a new
franchise agreement, at any time following the expiration of the Term, and if the
Municipality has not provided notice to the Company to exercise its rights to
purchase the Gas Distribution System, either party may submit any items in dispute
pertaining to a new franchise agreement to binding arbitration by the Board.

e) Commencing one year following the expiration of the Term, unless either party has
invoked the right to arbitration referred to in sub-paragraph (d) above, or the
Municipality has given notice to purchase the Gas Distribution System, this
Agreement shall continue in effect but shall be amended to provide the following:

) Fifty (50%) percent of the franchise fee otherwise payable under this
Agreement to the Municipality shall be held back and in trust in an interest
bearing trust account by the Company, for the sole benefit of the
Municipality. The trust money along with all accumulated interest shall be
paid to the Municipality immediately upon execution of another Gas
Franchise Agreement with the Company, or if the Municipality purchases the

H  pue
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Gas Distribution System, or if the Company transfers or sells the Gas
Distribution System, or upon further Order of the Board.

3) GRANT OF FRANCHISE

a) Subject to the terms and conditions hereof, the Municipality hereby grants to the
Company the exclusive right within the Municipal Area to Construct, Operate, and
Maintain the Gas Distribution System together with the exclusive right to use
portions of roads, rights-of-way, and other lands owned, controlled or managed by
the Municipality which have been designated by the Municipality for such use and
which are necessary to Construct, Operate and Maintain the Gas Distribution System.

Subject to the terms hereof, the Municipality agrees that it will not, during the Term,
grant to any other person, firm or corporation, the right to Construct, Operate and
Maintain any gas distribution system nor the exclusive right to use the portions of the
roads, rights-of-way and other lands owned, controlled or managed by the
Municipality which have been designated by the Municipality for such use and which
are necessary to Construct, Operate and Maintain a gas distribution system, for the
purpose of delivering natural gas in the Municipal Area for Consumers, so long as the
Company delivers to the Municipality and the Consumers their requirements of
natural gas.

b) The Company agrees to:

i) bear the full responsibility of an owner of a natural gas distribution system
and to ensure all services provided pursuant to this Agreement are in
accordance with the Delivery Tariff, insofar as applicable;

ii} Construct, Operate and Maintain the Gas Distribution System;

iif)  use designated portions of roads, rights-of-way, and other lands including
other lands owned, controlled or managed by the Municipality necessary to
Construct, Operate and Maintain the Gas Distribution System, including the
necessary removal, trimming of trees, shrubs or bushes or any parts thereof;
and

iv)  use the Municipality’s roads, rights-of-way and other Municipal Property

granted hereunder solely for the purpose of providing Gas Distribution
Service and any other service contemplated by this Agreement.
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4)  FRANCHISE FEE

a) Calculation of Franchise Fee

In consideration of the exclusive grant of franchise, the ability to use Municipal
rights-of-way, and the mutual covenants herein, the Company agrees to pay to the
Municipality a franchise fee. The parties agree that s. 360(4) of the Municipal
Government Act RSA 2000 c. M-26, as amended, does not apply to the calculation of
the franchise fee in this Agreement. For each calendar year the franchise fee will be
calculated as a percentage of the Company’s actual total revenue derived from the
Delivery Tariff, including without limitation the fixed charge, base energy charge,
demand charge but excluding the cost of gas (being the calculated revenues from the
gas cost recovery rate rider or the deemed cost of gas) in that year for Gas
Distribution Service within the Municipal Area. For the first calendar year or portion
thereof of the Term of this Agreement, the franchise fee percentage shall be twenty-
seven (27%) percent.

By no later than September 1 of each year, the Company shall: (i) advise the
Municipality in writing of the total revenues that were derived from the Delivery
Tariff within the Municipal Area for the prior calendar year; and (ii) with the
Municipality’s assistance, provide in writing an estimate of total revenues to be
derived from the Delivery Tariff within the Municipal Area for the next calendar
year.

By no later than November 15 of each year, the Municipality shall advise the
Company in writing of the franchise fee percentage to be charged for the following
year. Failing which notification, the franchise fee percentage shall remain
unchanged.

b) Franchise Fee Cap

The franchise fee percentage shall not at any time exceed thirty five (35%) percent,
unless there has been prior Board approval.

c) Notice to Change Franchise Fee

Prior to implementing any change to the franchise fee, the Municipality shall notify
its intent to change the level of the franchise fee and the resulting effect that such
change will have on an average residential customer’s annual gas bill through
publication of a notice once in the newspaper that has the widest circulation in the
Municipal Area at least 45 days prior to implementing the revised franchise fee. A
copy of the notice shall be filed with the Board,

& F ME.
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d) Payment of Franchise Fee

Immediately upon the Municipality passing third reading of the applicable by-law
approving this Agreement, the Company shail pay the franchise fee amount, billed to
each Consumer, to the Municipality on 2 monthly basis within forty-five (45) days
after billing for each Consumer.

e) Reporting Considerations
The Company shali provide to the Municipality along with payment of the franchise
fee amount, the information containing total Delivery Tariff billed, the franchise fee

percentage applied, the derived franchise fee amount, used by the Company to verify
the payment of the franchise fee amount.

5) CORE SERVICES

The Company agrees to provide those Core Services to the Municipality as set forth in Schedule “A”
and further agrees to the process contained in Schedule “A”.

6) PROVISION OF EXTRA SERVICES

Subject to an agreement being reached, the Company agrees to provide to the Municipality those
Extra Services, if any, as set forth in Schedule “B”, as requested by the Municipality from time to
time. The Company is entitled to receive from the Municipality a reasonable amount for full
compensation for the provision of those Extra Services in accordance with Schedule “B”.

Any breach by the Company for failing to provide any Extra Services contained in this Agreement
shall not constitute a breach of a material provision of this Agreement for the purposes of Article 8.

7 MUNICIPAL TAXES

Amounts payable to the Municipality pursuant to the terms and conditions hereof shall be (without
duplication) in addition to the municipal taxes and other levies or charges made by the Municipality
against the Company, its land and buildings, linear property, machinery and equipment.

8) RIGHT TO TERMINATE ON DEFAULT

In the event either party breaches any material provision of this Agreement, the other party may, at its
option, provide written notice to the party in breach to remedy such breach. If the said breach is not
remedied within two (2) weeks after receipt of the written notice or such further time as may be
reasonably required by the party in breach using best efforts on a commercially reasonable basis to
remedy the breach, the party not in breach may give six (6) months notice in writing of the
termination of this Agreement to the other party, and unless such breach is remedied to the

v/ M
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satisfaction of the party not in breach acting reasonably this Agreement shall terminate subject to
prior Board approval.

9) SALE OF GAS DISTRIBUTION SYSTEM

Upon the expiration of the Term of this Agreement, or the termination of this Agreement pursuant to
the terms and conditions hereof or by operation of law or order of a governmental authority or court
of law having jurisdiction, the Municipality may, subject to the approval of the Board, (i) exercise its
right to require the Company to sell to it the Gas Distribution System pursuant to the provisions of
the Municipal Government Act (Alberta), as may be amended, where applicable, or (ii) if such right
to require the Company to sell the Gas Distribution System is either not applicabie or has been
repealed, require the Company to sell to it the Gas Distribution System. If, upon the expiration of
the Agreement, the parties are unable to agree on the price or on any other terms and conditions of
the purchase, the unresoived matters shall be referred to the Board for determination.

10) PROVISION OF DETAILED PLANS AND EQUIPMENT

a) Detailed Plans

The Company agrees to provide to the Municipality for the Municipality’s purposes
only, the most current set of detailed plan sheets including as-built drawings and
specifications showing the locations (excluding depth) and alignments of the Gas
Distribution System, excepting service lines and installations on private property,
according to the plan sheets in hard copy and in the Company’s electronic form,
together with as many prints of the overall Gas Distribution System as the
Municipality may reasonably require. These plans and plan sheets shail be updated
by the Company on at ieast an annual basis.

The Municipality shall upon reasonable request, provide to the Company any
subdivision development plans of the Municipality in hard copy and in the
Municipality’s electronic form where available. The subdivision development plans
are provided to the Company for the sole purpose of assisting the Company in
delivering natural gas to the Consumer.

b) Provision of Equipment

The Company agrees to provide the Municipality’s fire department with the
equipment necessary for the operation of curb boxes and service valves so that in
case of fire, the service valves may be turned off by the fire department if they reach
a fire before the Company’s representative. The Municipality will notify one of the
Company’s representatives of fires which may affect the Gas Distribution System and
/or the operations as quickly as reasonably possible, or, in the event that they cannot
reach a Company representative, the Municipality will advise the Company’s standby
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personnel of such fires. The Company shall ensure that its representatives reasonably

cooperate with the Municipality in preventing, controlling and investigating fires
involving or affecting the Gas Distribution System.

11) RIGHT OF FIRST REFUSAL TO PURCHASE

a) If during the Term of this Agreement, the Company receives a bona fide offer to
operate, take control of the entire Gas Distribution System or purchase the Gas
Distribution System within the Municipal Area, which the Company is willing to
accept, then the Company shail promptly give written notice to the Municipality of
the terms and conditions of such offer and the Municipality shall during the next one
hundred and twenty (120) days, have the right of first refusal to operate, take control
of or purchase that part of the Gas Distribution System, as the case may be, for the
same price and upon the terms and conditions contained in the said offer.
Notwithstanding the foregoing, in the event that the Municipality fails or refuses to
exercise its right of first refusal, the Municipality shall retain the right to withhoid its
consent to an assignment of this Agreement in accordance with paragraph 18 below.
For the purposes of this paragraph 11, “operate, take control” shail not be construed
as including the subcontracting by the Company of only some portions of its
operations where the Company continues to be responsible for the performance of
this entire Agreement;

b) If the Municipality does not exercise its right of first refusal and the said bona fide
offer that the Company is willing to accept does not proceed to closure, the
Municipality retains its right of first refusal on any other offer.

c) This right of first refusal only applies where the offer pertains to the entire Gas
Distribution System and the right of first refusal does not apply to offers that include
any other distribution systems or distribution facilities of the Company located
outside of the Municipal Area. If such offer includes other distribution systems of
the Company, the aforesaid right of first refusal shall be of no force and effect and
shall not apply.

d) Where the Municipality exercises its rights to purchase the Gas Distribution System
from the Company and thereby acquires the Gas Distribution System, the
Municipality agrees that should it no longer wish to own the Gas Distribution System
within five (5) years after it acquires the said system and the Municipality receives
any bona fide offer from an arms length third party to purchase the Gas Distribution
System, which it is willing to accept, then it shall promptly give notice to the
Company of the terms and conditions of such offer. The Company shail during the
next one hundred and twenty (120) days have the first right of refusal to purchase the
Gas Distribution System for the same price and upon the same terms and conditions
as contained in the said offer, providing the offer is equal to or greater than the terms
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of the original purchase by the Municipality from the Company (taking into account
the depreciation of the Gas Distribution System at the time of the offer).

e) The Municipality’s right of first refusal shall not apply where the Company has
agreed to transfer the entire Gas Distribution System to a third party utility company
in exchange for certain other assets provided all of the following conditions are met:

(i) the third party utility can demonstrate to the satisfaction of the Municipality
that it meets the necessary technical and financial requirements to own and
operate the Gas Distribution System;

(i))  theonly consideration that shall be exchanged between the Company and the
third party utility company is the transfer and exchange of assets and
monetary consideration limited to a maximum of 49% of the net book value
of the Gas Distribution System;

(1ii)  there is no adverse impact to the Municipality resulting from the transfer and
exchange above referenced as determined by the Board,;

(iv)  the Company and the third party utility company obtain all the requisite
regulatory requirements prior to completing the exchange; and

(v)  full compensation is paid to the Municipality for all costs including

administrative and legal costs incurred by the Municipality in ensuring all of
the conditions (i) through (iv) above are satisfied.

12} CONSTRUCTION/MAINTENANCE OF GAS DISTRIBUTION SYSTEM

a) Municipal Approval

Before undertaking any Work, or in any case in which the Municipality specifically
requests the same, the Company will submit to and obtain the approval from the
Municipality, or its authorized officers, of the plans, and the specifications when
available for the proposed Work and its location. Approval by the Municipality
granted in accordance with this paragraph shall be limited to an approval of the
location and alignment of the Work only, and shall not signify approval of the
structural design or the ability of the work to perform the function for which it was
intended.

Prior to commencing any Work, the Company shall obtain such applicable permits as
are required by the Municipality.
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The Company shall obtain prior written approval from the Municipality of any traffic
lane or sidewalk closures required to be made at least forty-eight (48) hours prior to
the commencement of the proposed Work.

b) Restoration of Municipal Property

The Company agrees that when it or any agent employed by it undertakes any Work
on any Municipal Property the Company shall complete the said Work promptly and
in a good and workmanlike manner, and, where applicable, in accordance with the
approved plans and specifications. Further, the Company shali forthwith restore the
Municipal Property to the same state and condition, as nearly as reasonably possible,
in which it existed prior to the commencement of such Work, subject to reasonable
wear and tear.

The Company shall, where reasonably practicable, locate its pipelines and related
equipment in lanes and alleys rather than in the streets and main thoroughfares.

The Company further covenants that it will not unduly interfere with the works of
others or the works of the Municipality. Where reasonable and in the best interests of
both the Municipality and the Consumer, the Company will cooperate with the
Municipality and coordinate the installation of the Gas Distribution System along the
designated rights-of-way pursuant to the direction of the Municipality. During the
performance of the Work, the Company shall use commercially reasonable efforts to
not interfere with existing Municipal Property and to cause as little damage as
possible to the property of others (including the Municipality Property). If the
Company causes damage to any existing Municipal Property during the performance
of any Work, it shall cause such damage to be repaired at its own cost.

Upon default by the Company or its agent to repair damage caused to Municipal
Property, the Municipality may provide written notice to the Company to remedy the
default. If the default is not remedied with two (2) weeks after receipt of the written
notice or such further time as may be reasonably required and requested by the
Company using the best efforts on a commercially reasonable basis to remedy the
default, the Municipality may undertake such repair work and the Company shall be
liable for the reasonablie costs thereof,

c) Urgent Repairs and Notification to Municipality

If any repairs or maintenance required to be made to the Gas Distribution System are
of an urgent nature where the operation or reliability of the Gas Distribution System
is materially compromised or potentially materially compromised, the Company shall
be entitled to conduct such repairs or maintenance as are commerciaily reasonable
without prior notice to the Municipality, on the understanding and agreement that the
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Company will provide written or verbal notice to the Municipality as soon as
practicable and in any event no later than 72 hours after the repairs are commenced.

d) Company to Obtain Approvals from Other Utilities

The Company shail be solely responsible for locating, or causing to be located, all
existing utilities or utility mains, pipes, valves and related facilities in, on or adjacent
to the Work site. The Company shall notify all other utility operators and ensure that
utilities and utility mains, pipes, valves and related facilities are staked prior to
commencement of construction. Uniess the Municipality has staked the location for
the utility property, staking shail not be deemed to be a representation or warranty by
the Municipality that the utility or utility property are located as staked. The
Municipality shall not be responsible for any damage caused by the Company to any
utility or any third party as a result of the Company’s Work, uniess the Municipality
has improperly staked the utility property. Approval must be obtained by the
Company from the owner of any third party utility prior to relocation of any facility
owned by such third party utility.

e) Approvals

Where any approvals are required to be obtained from either party under this Article,
such approvals shall not be unreasonably withheld.

The Company shall ensure that all Work is performed in accordance with the requirements of ali
applicable legisiation, rules and regulations. The Company shall immediately notify the
Municipality of any lien, claim of lien or other action of which it has or reasonably should have
knowledge, and shall cause the same to be removed within 30 days (or such additional time as the
Municipality may allow in writing), failing which the Municipality may take such action as it
reasonably deems necessary to remove the same and the entire cost thereof shall be immediately due
and payable by the Company to the Municipality.

13) RESPONSIBILITIES FOR COST OF RELOCATION

Upon receipt of one (1) years notice from the Municipality, the Company shall, at its own expense,
relocate to Municipal Property such part of the Gas Distribution System that is located on Municipal
Property as may be reasonably required by the Municipality due to planned Municipal construction.
In order to encourage the orderly development of Municipal facilities and the Gas Distribution
System, the Municipality and the Company agree that they will meet regulariy to: a) review the long-
term facility plans of the Municipality and the Company; and b) determine the time requirements and
costs for final design specifications for each relocation. Providing the Municipality is not the
developer requesting the relocation for commercial or residential resale to third parties, the Company
shall bear the expenses of the required relocation.
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Notwithstanding the foregoing, the Company shall not be required to move any part of the Gas
Distribution System after receipt of notice from the Municipality in accordance with this Article

where:

a) the Company has iliustrated to the satisfaction of the Municipality, acting reasonably,
that an appropriate Alternative Course of Action is available;

b) the Municipality has provided the Company with its written approval of the
Alternative Course of Action (which approval may not be unreasonably withheld by
the Municipality); and

c) the Company has provided its written undertaking to carry out the Alternative Course
of Action promptly and within a sufficiently short period of time so as to ensure that
the Municipality will be left with sufficient time to complete the said planned
Municipal construction within the Intended Time Frame (taking into account any
delays which the Municipality may encounter as a result of the Company utilizing the
Alternative Course of Action).

For the purposes of this Article 13, the term “Alternative Course of Action” shall mean any course of
action that will enable the Municipality to complete the said Municipal construction and will result
in a net cost savings to the Company (taking into account all additional costs incurred by the
Company in carrying out the Alternative Course of Action and any additional costs which the
Municipality may incur and which the Company will be required to pay in accordance with this
Article 13) and “Intended Time Frame” shall mean the period of time within which the Municipality
would have reasonably been able to complete the said Municipal construction if the Company would
have relocated the Gas Distribution System in accordance with this Article 13.

If the Municipality agrees to permit the Company to utilize an Alternative Course of Action, the
Company shall pay any and all costs incurred in carrying out the Altemnative Course of Action and
shail pay on demand to the Municipality (on a full indemnity basis) any and all costs incurred by the
Municipality:

(1) in conducting a review of the Alternative Course of Action to determine whether the
Alternative Course of Action is acceptable to the Municipality;

(i)  in modifying any plans the Municipality may have prepared in respect of the said
Municipal construction (which are referred to herein as “Modified Plans”) or in
preparing or developing plans and procedures (which are referred to herein as “Work
Around Procedures”) to work around the Gas Distribution System or any
improvement, thing, or component utilized by the Company in effecting the
Alternative Course of Action; and

(ii))  inthe course of conducting the said planned Municipal construction where such costs
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would not have been incurred by the Municipality if the Company had relocated the
Gas Distribution System in accordance with this Article 13 (including any additional
cost the Municipality may incur in completing the said Municipal Construction in
accordance with the Modified Plans or in effecting any Work Around Procedures).

The following example illustrates the intended application of the foregoing provisions:

Where : (A)  The Municipality requires the Company to move a gas line so that the
Municipality can replace its own sewer lines. The cost of moving the gas line
is $10,000. The cost of carrying out the replacement of the sewer line after
moving the gas line is $40,000;

(B)  The Company proposes to simply brace the gas line (at a cost of $2,000) and
the Municipality, acting reasonably, approves of this as an Altemative Course
of Action;

(C)  Asaresult of having to prepare Modified Plans and to prepare and implement
Work Around Procedures to work around the braces, the actual cost incurred
by the Municipality in replacing the sewer line is $45,000 (being a net
increase in cost of $5,000);

the Company is required to pay the $2,000 cost of the bracing together and the additional cost of
$5,000 incurred by the Municipality (resuiting in a net savings of $3,000 to the Company).

In cases of emergency, the Company shall take all measures that are commercially reasonable and
necessary to ensure public safety with respect to relocating any part of the Gas Distribution System
that may be required in the circumstances.

If the Company fails to complete the relocation of the Gas Distribution System or fails to repair or do
anything else required by the Company pursuant to this clause without valid justification and in a
timely and expeditious manner to the satisfaction of the Municipality’s representative, acting
reasonably, the Municipality may, but is not obligated to, complete such relocation or repair and the
Company shall pay the reasonable costs of such relocation or repair forthwith to the Municipality. If
the Municipality chooses to compiete such relocation or repair the Municipality will ensure that such
work is completed using the Company’s design specifications and standards, as provided by the
Company, including the use of good and safe operating practices.

The Municipality is not responsible, either directly or indirectly, for any damage to the equipment
which forms part of the Gas Distribution System which may occur during its installation,
maintenance or removal by the Company, nor is the Municipality liable to the Company for any
losses, claims, charges, damages and expenses whatsoever suffered by the Company including
claims for loss of revenue or loss of profits, on account of the actions of the Municipality, its agents
or employees, working in, under, over, along, upon and across its highways and rights-of-ways or
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other Municipal Property other than direct loss or damage to the Company caused by the negligence
or wilful misconduct of the Municipality, its agents or employees.

In the event the relocation or any part thereof requires the approval of a third party, the Municipality
will use reasonable efforts to assist the Company in any negotiation with such third party to obtain
the necessary approvai(s).

In the event the relocation resuits from the demand or order of an authority having jurisdiction, other
than the Municipality, the Municipality shall not be responsible for any of the costs of such
relocation.

14) GAS DISTRIBUTION SYSTEM EXPANSION

Subject to the Terms and Conditions, and at no cost to the Municipality unless otherwise provided
for under the Terms and Conditions, the Company shali, on a timely basis use its best efforts on a
commercially reasonable basis to meet the Gas Distribution System expansion requests of the
Municipality or a Consumer, and provide the requisite facilities for connections for new Consumers
to the Gas Distribution System.

15) INCREASE IN MUNICIPAL BOUNDARIES

Where the Municipal Area is increased through annexation or amalgamation as understood under the
Municipal Government Act (Alberta) by the greater of 640 acres and twenty five (25%) percent of the
current area or more, the Municipality shall have the right to:

a) terminate this Agreement provided the Municipality gives notice in writing to the
Company of its intention to do so; or

b) add the increased area to the Municipal Area already served by the Company so
that the rights and obligations contained in this Agreement will apply in respect of
the whole Municipal Area, including the increased area.

For all other increases to the Municipal Area through annexation or amalgamation as understood

under the Municipal Government Act (Alberta), the rights and obligations contained in this
Agreement will apply in respect of the whole Municipal Area, including the increased area.

16) JOINT USE OF GAS DISTRIBUTION SYSTEM

a) Municipal Use

The Municipality shall upon notice to the Company have, for any reasonable
municipal purpose, the right to make use of the Gas Distribution System (excluding
the transportation of gas) and any rights-of-way granted to the Company, provided
such use complies with good and safe natural gas operating practices, as determined
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by the Company acting reasonably, applicable legisiation, and does not unreasonably
interfere with the Company’s use thereof, at no charge to the Municipality. The
Municipality is responsible for its own costs and any necessary and reasonable costs
incurred by the Company including the costs of any aiterations that may be required
in using Gas Distribution System.

b) Third Party Use and Notice

The Company agrees that should any third party including other utilities desire to
jointly use the Gas Distribution System or trenches or any parts of the Gas
Distribution System, the Company shail not grant the third party joint use except in
accordance with this Article, uniess otherwise directed by any governmental authority
or court of law having jurisdiction.

The Company agrees that the following procedure shaill be used in granting
permission to third parties desiring joint use of the Gas Distribution System:

1) first, the third party shail be directed to approach the Company to initially
request conditional approval from the Company to use that part of the Gas
Distribution System it seeks to use;

i1) second, upon receiving written conditional approval from the Company, the
third party shail be directed to approach the Municipality to obtain its written
approval to jointly use that part of the Gas Distribution System on any
Municipal Property or right-of-way. As a condition of granting its consent,
the Municipality may require that such third party enter into an agreement
with the Municipality, and such agreement may require that such third party
pay compensation to the Municipality;

iii)  third, upon receiving written conditional approval from the Municipality, the
third party shall be directed to obtain final written approval from the
Company to jointly use that part of the Gas Distribution System. Once ajoint
use agreement has been entered into between the Company and the third
party, it shall not be subsequently amended without the consent of the
Municipality (which consent will not be unreasonably withheld).

) Cooperation
The Company and Municipality agree they will use reasonable efforts to cooperate
with each other in encouraging the use of joint trenching and in any negotiations with

third parties desiring joint use of any part of the Gas Distribution System located on
Municipal Property.

‘% @:Mﬂ
RFD Alta Gas Franchise ngrg 61 of 10Ytnicipality



Agenda ltem # 8.1.2

16
d) Payment

The compensation paid or to be paid by such third party to the Municipality for the
use of the Municipal Property including its rights-of-way, shall be determined
between the Municipality and the third party.

The compensation paid or to be paid by such third party to the Company for the joint
use any portion of the Gas Distribution System shall be determined between the
Company and the third party, subject to the jurisdiction of any governmental
authority over the matter and the Municipality’s right to intervene in any related
regulatory proceeding.

e) Provision of Agreements

The Company shall provide to the Municipality within 6 months of executing this
Agreement a copy of all agreements between the Company and any third parties
involved in the joint use of any part of the Gas Distribution System.

Upon reasonable request by the Municipality, copies of these agreements shall be
updated by the Company and provided to the Municipality at no cost to the
Municipality.

17) RECIPROCAL INDEMNIFICATION AND LIABILITY

a) Company shall indemnify and save the Municipality, its servants, agents, employees,
licensees, contractors and invitees, harmless from and against any and all liability,
actions, demands, claims, darnages, losses and expenses (including ail legal costs and
disbursements), including indemnity from and against any claim, loss, cost, demand
and legal or other expense, whether in respect of any lien, encumbrance or otherwise,
arising out of any Work performed by or for the Company, which may be brought
against or suffered, sustained, paid or incurred by the Municipality, its servants,
agents, employees, contractors, licensees and invitees, arising from, or otherwise
caused by:

$)] any breach by the Company of any of the provisions of this Agreement; or
(i)  the negligence or wilful misconduct of the Company, or any of its servants,
agents, employees, licensees, contractors or invitees in carrying on its
business within the Municipal Area.
b) The Municipality shall indemnify and save the Company, its servants, agents,

employees, licensees, contractors and invitees, harmless from and against any and all
liability, actions, demands, claims, damages, losses and expenses (including ali legal
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costs and disbursements) which may be brought against or suffered, sustained, paid
or incurred by the Company, its servants, agents, employees, licenses, contractors and
invitees, arising from, or otherwise caused by:

(i) any breach by the Municipality of any of the provisions of this Agreement; or

(i1)  the negligence or wilful misconduct of the Municipality, or any of its
servants, agents, employees, licensees, contractors or invitees, in carrying on
the business of the Municipality.

c) Notwithstanding anything to the contrary herein contained, in no event shall the
Municipality or the Company be liable under this Agreement, in any way, for any
reason, for any indirect, special or consequential damages (including damages for
pure economic loss, loss of profits, loss of earnings or loss of contract), howsoever
caused or contributed to.

18) ASSIGNMENT

In the event that the Company agrees to sell the Gas Distribution System to a third party purchaser,
the Company shall comply with Articie 11 above. In addition, the Company will request that the
third party purchaser confirm in writing that it will agree to ail the terms and conditions of this
Agreement between the Company and the Municipality. The Company agrees that it will provide to
the Municipality a copy of the third party purchaser’s confirmation letter.

The Company agrees to provide the Municipality with reasonable prior written notice of a sale of the
Gas Distribution System to a third party purchaser. The parties shall thereafier meet to discuss the
technical and financial capabilities of the third party purchaser to perform and satisfy ail terms and
conditions of the Agreement, and the compensation payable to the Municipality for ail costs
including administrative and legal costs relating to providing its consent to the Assignment.
(“Municipal Compensation™)

The Municipality has thirty (30) days from the meeting date with the Company to provide written
notice to the Company of its intention to consent or withhold its consent to the assignment of the
Agreement to the third party purchaser. The Company agrees that the Municipality may provide
notice of its intention to withhold its consent to the assignment of this Agreement to the third party
purchaser if the Municipal Compensation is inadequate or if the third party purchaser fails to
covenant, in favour of the Municipality, to perform and observe ail of the covenants and obligations
of the Company to be performed and observed under this Agreement and otherwise solely on the
basis of reasonable and material concerns regarding the technical capability or financial wherewithal
of the third party purchaser to perform and satisfy all terms and conditions of the Agreement. In this
case, such notice to the Company must specify in detail the Municipality’s concern. Should the
Municipality not reply within the thirty (30) days, it is agreed that the Municipality will be deemed to
have consented to the assignment. The Company further agrees that, when it applies to the Board for
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approval of the sale, it will include in the application any notice received from the Municipality,
including the reasons given by the Municipality for withholding its consent. The Municipality shail
have the right to make its own submissions to the Board.

Subject to the Company having fulfilled the obligations outlined in the preceding three paragraphs,
the Company shall be entitled to assign this Agreement to an arm’s length third party purchaser of
the Gas Distribution System without the consent of the Municipality, subject to paying the Municipal
Compensation for the assignment, and having obtained the Board’s approval for the sale of the Gas
Distribution System and, the third party purchaser’s confirmation in writing that it agrees to all the
terms and conditions of this Agreement.

Where the Board approves such sale of the Gas Distribution System to a third party and the third
party provides written confirmation to assume ail liabilities and obligations of the Company under
this Agreement, then upon the assignment of this Agreement and the payment of the Municipal
Compensation for its consent to the Assignment subject to Board approval, the Company shall be
reieased from all its liabilities and obligations thereunder.

The Company shall be entitled to assign this Agreement to a subsidiary or affiliate of the Company
without the Municipality’s consent. Where the Company assigns this Agreement to a subsidiary or
affiliate, the Company will remain jointly and severaily liable.

Further, it is a condition of any assignment that the subsidiary, affiliate or third party purchaser, as
the case may be, shall provide written notice to the Municipality indicating that it will assume all
liabilities and obligations of the Company under this Agreement.

Any disputes arising under the operation of this Article shall be submitted to the Board for
determination.

19) NOTICES

All notices, demands, requests, consents, or approvals required or permitted to be given pursuant to
the terms of this Agreement shali be in writing and shall be deemed to have been properly given if
personally served or sent by registered mail or sent by fax to the Municipality or to the Company as
the case may be, at the addresses set forth below:

(i) To the Company:
AltaGas Utilities Inc.
5509 - 45 Street
Leduc, AB TO9E 6T6
Fax: (780) 986-5220
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(i1) To the Municipality:
Town of Drumheller
703 — 2™ Avenue West
Drumbheliler, AB TO0J 0Y3
Fax: (403) 823-7739

The date of receipt of any such notice as given above, shall be deemed to be as follows:

) In the case of personal service, the date of service;

(i)  In the case of registered mail, the seventh (7") business day following the date of
delivery to the Post Office, provided, however, that in the event of an interruption of
normal mail service, receipt shall be deemed to be the seventh (7™) day following the
date on which normal service is restored;

(i)  Inthe case of a fax, the date the fax was actually received by the recipient.

20) INTERRUPTIONS OR DISCONTINUANCE OF DELIVERY SERVICE

Subject to its Delivery Tariff, the Company shali use its best efforts on a commercially reasonable
basis to avoid and minimize any interruption, reduction or discontinuance of Gas Distribution
Service to any Consumer. However, the Company reserves the right to do so for any one of the
following reasons:

(i) Where the Company is required to effect necessary repairs or changes to the Gas
Distribution System;

(i) On account of or to prevent fraud or abuse of the Gas Distribution System;

(i)  Onaccount of defective aspects of the Gas Distribution Systems which in the opinion
of the Company, acting reasonably, may become dangerous to life or property;

(iv)  Where required, under the Terms and Conditions, due to a Consumer’s non-
payment of gas bilis.

To the extent the Company has any planned major interruptions, reductions or discontinuances in
Gas Distribution Service, it shall notify the Municipality in writing as soon as practicable in the
circumstances. For any other major interruption, reductions or discontinuances in Gas Distribution
Service, the Company shall provide verbal notice to the Municipality as soon as is practicable in the
circumstances.
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21) DISPUTE SETTLEMENT

To the extent permitted by law, the Company and Municipality agree that unresolved disputes
pertaining to this Agreement, other than those related to the sale of the Gas Distribution System as
contemplated in Articles 9, 11(a) and 18 hereof, that pursuant to the terms of this Agreement, are to
be submitted to the Board for determination, or any other matter that is within the exclusive
jurisdiction of a governmental authority having jurisdiction, shall be submitted to arbitration for
determination and may be commenced by either party providing written notice to the other party
stating the dispute to be submitted to arbitration. The parties shail attempt to appoint a mutually
satisfactory arbitrator within 10 business days of the said notice. In the event the parties cannot agree
on a single arbitrator within the 10 business days, each party shall appoint an arbitrator within the 10
business days thereafter by written notice, and the two arbitrators shall together appoint a third
arbitrator within 25 business days of written notice for arbitration. If either party fails to appoint an
arbitrator within the time set forth above, the arbitrator appointed by the other party shall proceed
with the arbitration and the award of such arbitrator shall be final and binding. In the two arbitrators
appointed by the parties hereto fail to agree upon a third arbitrator within the 25 business day period
from the date of delivery of the written notice for arbitration, either party may apply, on ten (10) days
written notice to the other, to a Judge of the Court of Queen’s Bench of Alberta for the appointment
of the third arbitrator. The dispute shall be heard by the arbitrator(s) within 45 business days of the
written notice for arbitration unless extended by mutual agreement between the parties. The
arbitrator(s) shall render a decision within 20 business days of the last day of the arbitration hearing.
Save as otherwise expressly provided in this Agreement, the provisions of the Arbitration Act
(Alberta) (as amended from time to time) shall apply to any arbitration undertaken under this
Agreement subject always to the Board's jurisdiction over any matter submitted to arbitration.
Pending resolution of any dispute, the Municipality and the Company shall continue to perform their
respective obligations hereunder. The decision of the majority of the arbitrators shall be final and
binding.

The Company shall advise the Board of any dispute submitted to arbitration within ten (10) business
days of it being submitted and shall advise the Board of the resuits of arbitration within ten (10)
business days following receipt of the decision of the arbitrator(s).

22)  APPLICATION OF WATER, GAS AND ELECTRIC COMPANIES ACT

This Agreement shall be deemed to operate as consent by the Municipality to the exercise by the
Company of those powers which may be exercised by the Company with the consent of the
Municipality under and pursuant to the provisions of the Water, Gas and Electric Companies Act
(Alberta), as amended.

23) FORCE MAJEURE

If either party shall fail to meet its obligations hereunder within the time prescribed, and such failure
shall be caused or materially contributed by an event of “force majeure”, such failure shall be
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deemed not to be a breach of the obligations of such party hereunder, but such party shali use its best
efforts to put itself in a position to carry out its obligations hereunder. The term “force majeure”
shall mean any acts of God, strikes, lock-outs, or other industrial disturbances, acts of the Queen’s
enemies, sabotage, war, blockades, insurrections, riots, epidemics, lightening, earthquakes, storms,
fires, wash-outs, nuclear and radiation activity or fall-out, restraints of rulers and people, orders of
governmental authorities or courts of law having jurisdiction, the inability to obtain any necessary
approval from a governmental authority having jurisdiction (excluding municipal governments), civil
disturbances, explosions, mechanical failure, and any other causes similar in nature not specifically
enumerated or otherwise specified herein that are not within the control of such party, and ail of
which by the exercise of due diligence of such party could not have been prevented. Lack of finances
shall be deemed not to be an event of “force majeure”.

24) TERMS AND CONDITIONS

The Terms and Conditions that apply to the Company and are approved by the Board, as revised or
amended from time to time by the Board, shall apply to the Municipality.

25) NOTEXCLUSIVE AGAINST HER MAJESTY
Notwithstanding anything to the contrary herein contained, it is mutually understood and agreed that

the rights, powers and privileges conferred and granted by this Agreement shall not be deemed to be
exclusive against Her Majesty in the right of the Province of Alberta.

260) SEVERABILITY

To the extent permitied by law, any provision of this Agreement which is prohibited or
unenforceable, shall be ineffective to the extent of such prohibition or unenforceability, without
invalidating the remaining portions hereof.
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IN WITNESS WHEREOF the parties hereto have executed these presents as of the
day and year first above written.

PER:

PER: /
AltaG \\
PER: _\ "%
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SCHEDULE “A”
Core Services

The Company shall provide to the Municipality the following basic services as Core Services:

1) The Company shall deliver natural gas to the Consumers within the Municipal Area in
accordance with the Company’s Terms and Conditions, the Company’s Distribution Tariff,
the Act, any regulations thereto, and any Board Orders.

2) The Company shall install all natural gas facilities required to provide service to the
Consumers within the Municipal Area and in accordance with the Natural Gas Sales Service
Regulations.

3) As required by legislation, the Company shall provide and install all necessary reguiators and
meters necessary for measuring the natural gas supplied to each Consumer. The point of
delivery shall be upon the Consumer’s premise, currently at the outlet side of the meter.

4) The Company agrees to collaborate with the Municipality’s Fire Department in an effort to
mutualiy develop emergency response procedures relating to natural gas emergencies.

5) The Company shall do all things to Operate and Maintain the Gas Distribution System,
including in accordance with all applicable regulations, codes, applicabie standards and
common industry practices.

6) The Company shall provide twenty-four hour a day “Trouble Service” to investigate any
natural gas odor and make safe any suspected gas leak inside or outside the Consumer’s
premise.

7 The Company will utilize the services of professional engineers who are responsible for
designing all natural gas facilities to satisfy all applicable regulatory codes and standards;
preparing of necessary work order plans and monitoring the distribution network pressures to
ensure that the Company’s facilities will satisfy the Consumer’s current and future natural
gas delivery requirements.

8) The Company shall provide to the Municipality, on request, copies of any and all Gas
Distribution Service related written information or reports required to be filed with the
Board, with the exception of responses to questions from interveners or the Board related to
rate hearings.

Company gunicipali!y
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9) The Company shall provide to the Municipality, upon request, an annual report on the
following standards specific to the Municipality:

1) System Reliability - that will be measured by:

¢ The number of major interruptions to Gas Distribution Service resulting ina loss
of service to Consumers;

¢ The number of Consumers affected by each outage; and

o The average duration of each outage.

i) Customer Satisfaction with local Gas Distribution Service - that will be measured
by the number and nature of unresolved local non-rates related customer complaints
received by the Company.

e including the Company-wide Call Centre targets and statistics (wait times,
abandoned calls, call volumes, etc); and any
* customer complaints received by the Board.

iii))  Public Safety: that will be measured by:

s the number of customer injuries and/or damages due to Gas Distribution System
failure;
the number of line hits per total locates completed;
the number of line hits as a result of inaccurate locates;
the percentage of the area of the Municipality surveyed for leaks and yearly
cathodic protection measures;

e the number and nature of calls received from the Municipality and any of its
Municipal agencies (including fire department, police department etc.) regarding
the Gas Distribution System.

10)  The Company shall meet at least annually with the Municipality ensuring that through a
mutual exchange of information the Municipality is kept apprised of the Company’s
construction and upgrading programs planned for the Municipality. The Municipality will
advise the Company of any issues relating to the Gas Distribution Systemn that have been
addressed by Municipal council.

Company £unicipalily
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SCHEDULE “B”
Extra Services

1) After the Municipality requests Extra Services, the Company will provide its applicable
operations and maintenance standards for Gas Distribution System field services.

2) If the Company and the Municipality agree that the Company wiil provide Extra Services
requested by the Municipality, the parties shall compiete the information required in
subparagraph 3), and subparagraph 4) shall apply in respect of such Extra Services.

k)] Extra Services shall mean:
[ To be negotiated by municipality.]

4) In consideration for the provision of the Extra Services, the Municipality shall pay to the
Company the sum of Dollars ($ ) which if forming
part of this Agreement shall be collected as part of the Franchise Fee.

5) Within sixty (60) days of the end of each calendar year, the Company shall provide a written
report to the Municipality, outlining the actual performance of the Extra Services provided
and the related costs for each service for the Municipality to assess if the performance
standards for the Extra Services have been met.

6) In the event the Company breaches any material provision of the Extra Services contract, the
Municipality may, at its option, provide written notice to the Company to remedy such
breach. If the said breach is not remedied within two (2) weeks after receipt of the written
notice or such further time as may be reasonably required by the Company using its best
efforts on a commercially reasonabie basis to remedy the breach, the Municipality may give
six (6) months notice in writing of the termination of the Extra Services contract to the
Company, and unless such breach is remedied to the satisfaction of the Municipality acting
reasonably, the Extra Services contract shall terminate.

Company Municipality
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SCHEDULE “C”
Rural Franchise Area #606B
N
4
RURAL FRANCHISE
AREA APPROVAL # 6

Cu%pany iunicnpalily
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NATURAL GAS DISTRIBUTION SYSTEM FRANCHISE AGREEMENT

2015

BETWEEN:

Town of Drumheller

- AND -
AltaGas Utilities Inc.

. Page 1 of 28
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NATURAL GAS DISTRIBUTION SYSTEM FRANCHISE AGREEMENT

BETWEEN:
Town of Drumbheller,
a municipality located in the Province of Alberta
(the “Municipality™)

OF THE FIRST PART
—and -

AltaGas Utilities Inc.,
a corporation having its head office at the City of Leduc,
in the Province of Alberta
(the “Company”)
OF THE SECOND PART

WHEREAS the Municipality desires to grant and the Company, collectively the “Parties”, desires to
obtain an exclusive franchise to provide Natural Gas Distribution Service within the Municipal Service
Area on the terms and conditions herein contained;

NOW THEREFORE in consideration of the mutual covenants and promises herein contained, the
Parties hereby agree as follows:

1)  Definitions and Interpretation

Unless otherwise expressly provided in this Agreement, the words, phrases and expressions in this
Agreement will have the meanings attributed to them as follows:

a) “Agreement” means this Natural Gas Distribution System Franchise Agreement;
b) “Alternative Course of Action” shall have the meaning set out in paragraph 14 (c);
c) “Commission” means the Alberta Utilities Commission (AUC) as established under the

Alberta Utilities Commission Act (Alberta),

d) “Company” means the Party of the second part to this Agreement and includes its
successors and permitted assigns;

e) “Construct” means constructing, reconstructing, upgrading, extending, relocating, or
removing any part of the Natural Gas Distribution System;

. P f28
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) “Consumer”’or “Consumers” as the text may require, means any individual, group of
individuals, firm or body corporate, including the Municipality, with premises or
facilities located within the Municipal Service Area from time to time that are provided
with Natural Gas Distribution Service by the Company pursuant to the Company’s

Delivery Tariff;
g) “Core Services” means all those services set forth in Schedule “A” of this Agreement;
h) “Delivery Tariff” means the rates and Terms and Conditions of service approved by the

Commission from time to time on an interim or final basis, as the case may be, for the
Company to deliver Natural Gas to the Consumer;

i) “Electronic Format” means any document or other means of communication that is
created, recorded, transmitted or stored in digital form or in any other intangible form by
electronic, magnetic or optical means or by any other computer-related means that have
similar capabilities for creation, recording, transmission or storage;

b)) “Extra Services” means those services set forth in Schedule “B” that are requested by the
Municipality for itself or on behalf of its citizens and provided by the Company in
accordance with paragraph 7 of this Agreement;

k) “GUA” means the Gas Utilities Act (Alberta);

1) “Intended Time Frame” shall have the meaning set out in paragraph 14 (c);

m) “Maintain” means to maintain and keep in good repair any part of the Natural Gas
Distribution System;

n) “Major Work” means any Work to Construct or Maintain the Distribution System that
costs more than fifty thousand ($50.000) Dollars;

0) “MGA" means the Municipal Government Act {Alberta);

P) “Modified Plans” shall have the meaning set out in paragraph 14 (c)(ii);

q) “Municipality” means the Party of the first part to this Agreement;

r) “Municipal Compensation™ shall have the meaning set out in paragraph 20,

s) “Municipal Service Area” means the geographical area within the legal boundaries of
the Municipality where the Company has been granted rights hereunder in connection
with, among other matters, Natural Gas Distrubution Service, as altered from time to
time;

t) “Municipal Property” means all property, including lands and buildings, owned,
controlled or managed by the Municipality within the Municipal Service Area;

u) “Natural Gas” means a combustible mixture of hydrocarbon gases;

Page 4 of 28
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v) “Natural Gas Distribution Service” means the delivery of Natural Gas in accordance
with the Company’s Delivery Tariff;

w) “Natural Gas Distribution System” means any facilities owned by the Company which
are used to provide Natural Gas Distribution Service within the Municipal Service Area,
and without limiting the generality of the foregoing, will include all mains, pipes,
conduits, valves and all other installations used and required for the purpose of delivering
Natural Gas to the Consumer within the Municipal Service Area and includes any Natural
Gas transmission lines owned by the Company within the Municipal Service Area;

X) “NOVA Gas Transmission Ltd. (NGTL)” means NGTL and its successors, as
applicable, for purposes of paragraph 5 g) of this Agreement. For greater certainty, the
provisions of paragraph 5 g) may only apply in relation to franchises held by ATCO;

y) “Operate” means to operate the Natural Gas Distribution System, or to interrupt or
restore service in any part of the Natural Gas Distribution System, in a safe and reliable
manner;

z) “Party” means any party to this Agreement and “Parties™ means all of the parties to this
Agreement;

aa)  “Plans and Specifications” means the plans, drawings and specifications reasonably
necessary to propetly assess and review proposed Work prior to issuance of any approval
that may be required under this Agreement;

bb)  “Term” means the term of this Agreement set out in paragraph 2;

cc)  “Terms and Conditions” means the terms and conditions contained within the Delivery
Tariff in effect from time to time for the Company as approved by the Commission;

dd) “Work” means any work to Construct or Maintain the Natural Gas Distribution System;
and

ee)  “Work Around Procedures” shall have the meaning set out in paragraph 14 (c)(ii).

The words “hereof’, “herein”, “hereunder” and other words of similar import refer to this
Agreement as a whole, including any attachments hereto, as the same may from time to time be
amended or supplemented and not to any subdivision contained in this Agreement. Unless the
context otherwise requires, words importing the singular include the plural and vice versa and
words importing gender include all genders. References to provisions of statutes, rules or
regulations will be deemed to include references to such provisions as amended, modified or re-
enacted from time to time. The word “including” when used herein is not intended to be exclusive
and in all cases means “including without limitation”. References herein to a section, paragraph,
clause, Article or provision will refer to the appropriate section, paragraph, clause, article or
provision of this Agreement. The descriptive headings of this Agreement are inserted for
convenience of reference only and do not constitute a part of and will not be utilized in interpreting
this Agreement.

. Page 5 of 28
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2) Term

a) Subject to sub-paragraph 2(b), this Agreement will be for a minimum term of ten years,
commencing on the later of:

i} IstdayofNovember, 2015; and

ii) the first (1*) business day after both of the following have occurred:
A. the Commission has approved and acknowledged this Agreement; and

B. Council of the Municipality has passed third reading of the applicable adopting
bylaw,

b) This Agreement will expire on the 31* day of October. 2025.

c) It is agreed this Agreement supersedes and replaces any prior Natural Gas franchise
agreements between the Municipality and the Company.

3) Expiry of Term of Agreement

a) Provided the Company gives written notice to the Municipality not less than twelve (12)
months prior to the expiration of the Term of its intention to negotiate a new franchise
agreement, at any time following the expiration of the Term, and if the Municipality has not
provided written notice to the Company to exercise its rights to purchase the Natural Gas
Distribution System, either Party may submit any items in dispute pertaining to a new
franchise agreement to binding arbitration by the Commission.

b) Subject to subparagraph 3c) of this Agreement, upon expiry of the Term, this Agreement will
continue in effect pursuant to the provisions of the MGA.

c) Commencing one (1) year following the expiration of the Term of this Agreement, unless
either Party has invoked the right to arbitration referred to in subparagraph 3a) , or the
Municipality has given written notice to purchase the Natural Gas Distribution System, this
Agreement will be amended to provide the following:

i) Fifty percent (50%) of the franchise fee otherwise payable under this Agreement to the
Municipality will be held back and deposited in trust in an interest bearing trust account
by the Company, for the sole benefit of the Municipality. The trust money along with all
accumulated interest will be paid to thc Municipality immediately upon execution of
another Natural Gas Franchise Agreement with the Company, or if the Municipality
purchases the Natural Gas Distribution System, or if the Company transfers or sells the
Natural Gas Distribution System, or upon further Order of the Commission.

d) Inthe event a franchise agreement template is approved by the Commission during the Term
of this Agreement and the provisions are materially different from the provisions of this

. Page 6 of 28
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Agreement, the Parties may, by agreement in writing, amend this Agreement to conform to
such franchise agreement template.

4)  Grant of Franchise

a) Subject to the terms and conditions hereof, the Municipality hereby grants to the Company
the exclusive right within the Municipal Service Area to:

i) provide Natural Gas Distribution Service;
i1) Construct, Operate, and Maintain the Natural Gas Distribution System; and

iii) use portions of roads, rights-of-way, and other lands owned, controlled or managed by
the Municipality which have been designated by the Municipality for such use and
which are necessary to provide Natural Gas Distribution Service or to Construct,
Operate and Maintain the Natural Gas Distribution System.

b) Subject to subparagraph 4c) , and to the terms and conditions hereof, the Municipality agrees
it will not, during the Term, grant to any other person, firm or corporation, the right to
Construct, Operate and Maintain any natural gas distribution system nor the exclusive right
to use the portions of the roads, rights-of-way and other lands owned, controlled or managed
by the Municipality which have been designated by the Municipality for such use and which
are necessary to provide Natural Gas distribution service or to Construct, Operate and
Maintain a Natural Gas distribution system, for the purpose of delivering Natural Gas in the
Municipal Service Area for Consumers, so long as the Company delivers the Consumers’
requirements of Natural Gas.

c) The Company agrees to:

i) bear the full responsibility of an owner of a Natural Gas distribution system and to
ensure all services provided pursuant to this Agreement are provided in accordance
with the Delivery Tarift, insofar as applicable;

i) Construct, Operate and Maintain the Natural Gas Distribution System;

iii) use designated portions of roads, rights-of-way, and other lands including other lands
owned, controlled or managed by the Municipality necessary to Construct, Operate and
Maintain the Natural Gas Distribution System, including the necessary removal,
trimming of trees, shrubs or bushes or any parts thereof’, and

iv) use the Municipality’s roads, rights-of-way and other Municipal Property granted
hereunder solely for the purpose of providing Natural Gas Distribution Service and any
other service contemplated by this Agreement.

. Page 7 of 28
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5)  Franchise Fee
a) Calculation of Franchise Fee

In consideration of the rights granted pursuant to paragraph 4 and the mutual covenants
herein and subject to Commission approval the Company agrees to collect from Consumers
and pay to the Municipality a franchise fee. The Parties agree s. 360(4) of the MGA, as
amended, does not apply to the calculation of the franchise fee in this Agreement. For each
calendar year the franchise fee will be calculated as a percentage of the Company’s actual
total revenue derived from the Delivery Tariff, including without limitation the fixed charge,
base energy charge, demand charge, but excluding the cost of Natural Gas (being the
calculated revenues from the Natural Gas cost recovery rate rider or the deemed cost of
Natural Gas and Natural Gas supply related riders) in that year for Natural Gas Distribution
Service within the Municipal Service Area.

For the first (1*) calendar year or portion thereof of the Term of this Agreement, the
franchise fee percentage will be twenty-seven percent (27 %).

By no later than September 1* of each year, the Company will:

i) advise the Municipality in writing of the total revenues that were derived from the
Delivery Tariff within the Municipal Service Area for the prior calendar year; and

ii) with the Municipality’s assistance, provide in writing an estimate of total revenues to
be derived from the Delivery Tariff within the Municipal Service Area for the next
calendar year.

b) Adjustment to the Franchise Fee

At the option of the Municipality and subject to Commission approval, the franchise fee
percentage may be changed annually by providing written notice to the Company.

If the Municipality wishes to amend the franchise fee percentage, then the Municipality will,
no later than November 1® in any year of the Term, advise the Company in writing of the
franchise fee percentage to be charged for the following calendar year. Upon receipt of
notice, the Company will work with the Municipality to ensure all regulatory requirements
are satisfied on a timely basis and agrees to use best efforts to obtain approval from the
Commission for implementation of the proposed franchise fee percentage as and from
January 1* of the following calendar year.

If the Municipality provides written notice at any other time with respect to a franchise fee
change, the Company will implement the new franchise fee percentage as soon as reasonably
possible.

¢) Notice to Change Franchise Fee

Prior to implementing any change to the franchise fee, the Municipality will notify its intent
to change the level of the franchise fee and the resulting effect such change will have on an
average residential Consumer’s annual Natural Gas bill through publication of a notice once

. Page 8 of 28
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in the newspaper with the widest circulation in the Municipal Service Area at least forty five
(45) days prior to implementing the revised franchise fee. A copy of the published notice will
be filed with the Commission.

d) Payment of Franchise Fee

The Company will pay the Municipality the franchise fee amount billed to Consumers on a
monthly basis within forty-five (45) days after billing Consumers.

e) Franchise Fee Cap

The franchise fee percentage will not at any time exceed thirty five percent (35%) without
prior Commission approval.

f) Reporting Considerations

Upon request, the Company will provide to the Municipality, along with payment of the
franchise fee amount informationon the total Delivery Tariff billed, the franchise fee
percentage applied, and the derived franchise fee amount used by the Company to verify the
payment of the franchise fee amount as calculated under this paragraph 5.

g) Franchise Fees Collected from NOVA Gas Transmission Ltd. Customers

In the event certain customers in the Municipal Service Area connected to the Company’s
Natural Gas Distribution System are customers of the NOVA Gas Transmission Ltd.
(NGTL), a franchise fee will be collected from such customers by NGTL in accordance with
NGTL’s applicable tariff and such franchise fee once remitted to the Company will be
aggregated with the franchise fee as calculated in paragraph 5 a) to be dealt with in
accordance with paragraph 5 d).

6) Core Services

The Company agrees to provide to the Municipality the Core Services set forth in Schedule “A”.
The Company and the Municipality may amend Schedule “A” from time to time upon mutual
agreement.

7)  Provision of Extra Services

Subject to an agreement being reached, the Company agrees to provide to the Municipality the
Extra Services, if any, set forth in Schedule “B™, as requested by the Municipality from time to
time. The Company is entitled to receive from the Municipality a reasonable amount for full
compensation for the provision of the Extra Services in accordance with Schedule “B”. The
Company and the Municipality may amend Schedule “B” from time to time upon mutual
agreement.

RFD Alta Gas Franchise Page 82 of IOgage 9 of 28



Agenda ltem # 8.1.2

Any breach by the Company in connection with the provision of any Extra Services contained in
this Agreement will not constitute a breach of a material provision of this Agreement for the
purposes of paragraph 9.

8) Municipal Taxes

Amounts payable to the Municipality pursuant to this Agreement will be (without duplication) in
addition to the municipal taxes and other levies or charges made by the Municipality against the
Company, its land and buildings, linear property, machinery and equipment.

9) Right to Terminate on Default

In the event either Party breaches any material provision of this Agreement, the other Party may, at
its option, provide written notice to the Party in breach to remedy such breach. If the said breach is
not remedied within two (2) weeks after receipt of the written notice or such further time as may
be reasonably required by the Party in breach using best efforts on a commercially reasonable
basis, the Party not in breach may give six (6) months notice in writing to the other Party of its
intent to terminate this Agreement, and unless such breach is remedied to the satisfaction of the
Party not in breach acting reasonably this Agreement will terminate six (6) months from the date
such written notice is given, subject to prior Commission approval.

10) Sale of Natural Gas Distribution System

Upon the expiration of the Term of this Agreement or the termination of this Agreement pursuant
to the terms and conditions hereof or by operation of law or order of a governmental authority or
court of law having jurisdiction the Municipality may, subject to the approval of the Commission
under Section 47 of the MGA:

i) exercise its right to require the Company to sell to it the Natural Gas Distribution
System within the Municipal Service Area pursuant to the provisions of the MGA,
where applicable; or

ii) if such right to require the Company to sell the Natural Gas Distribution System is
either not applicable or has been repealed, require the Company to sell to it the Natural
Gas Distribution System. If, upon the expiration of the Agreement, the parties are
unable to agree on the price or on any other terms and conditions of the purchase, the
unresolved matters will be referred to the Commission for determination.

11} Provision of Detailed Plans and Equipment
a) Detailed Plans

The Company agrees to provide to the Municipality for the Municipality’s purposes only, the
most current set of detailed plan sheets including as-built drawings and specifications
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showing the locations (excluding depth) and alignments of the Natural Gas Distribution
System, excepting service lines and installations on private property, according to the plan
sheets in hard copy and in Electronic Format, where available, together with as many prints
of the overall Natural Gas Distribution System as the Municipality may reasonably require.
These plans and plan sheets will be updated by the Company on at least an annual basis.

The Municipality will, upon reasonable request, provide to the Company any subdivision
development plans of the Municipality in hard copy and in Electronic Format, where
available. The subdivision development plans are provided to the Company for the sole
purpose of assisting the Company in delivering Natural Gas to the Consumer.

b) Provision of Equipment

The Company agrees to provide the Municipality’s fire department with the equipment
necessary for the operation of curb boxes and service valves. In case of fire, the service
valves may be turned off by the fire department if they reach a fire before the Company’s
representative. The Municipality will notify one of the Company’s representatives of fires
which may affect the Natural Gas Distribution System and/or the operations thereof as
quickly as reasonably possible or, in the event they cannot reach a Company representative,
the Municipality will advise the Company’s standby personnel of such fires. The Company
will ensure its representatives reasonably cooperate with the Municipality in preventing,
controlling and investigating fires involving or affecting the Natural Gas Distribution
System.

12) Right of First Refusal to Purchase

a) If during the Term of this Agreement, the Company receives a bona fide arm’s length offer to
operate, take control of, or purchase the Natural Gas Distribution System within the
Municipal Service Area, which the Company is willing to accept, then the Company will
promptly give written notice to the Municipality of the terms and conditions of such offer
and the Municipality will during the next one hundred and twenty (120) days, have the right
of first refusal to operate, take control of or purchase the Natural Gas Distribution System, as
the case may be, for the same price and upon the terms and conditions contained in the said
offer.

Notwithstanding the foregoing, in the event the Municipality fails or refuses to exercise its
right of first refusal, the Municipality will retain the right to withhold its consent to an
assignment of this Agreement in accordance with paragraph 20 below. For the purposes of
this paragraph 12, “operate, take control” will not be construed as including the
subcontracting by the Company of only some portions of its operations where the Company
continues to be responsible for the performance of this entire Agreement;

b) If the Municipality does not exercise its right of first refusal and the said bona fide offer the
Company is willing to accept does not proceed to closure, the Municipality retains its right of
first refusal on any other offer.
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¢) This right of first refusal applies where the offer pertains only to the entire Natural Gas
Distribution System. The right of first refusal does not apply to offers that include any other
distribution systems or distribution facilities of the Company located outside of the
Municipal Service Area. If such offer includes other distribution systems of the Company,
the aforesaid right of first refusal will be of no force and effect and will not apply.

d) Where the Municipality exercises its rights to purchase the Natural Gas Distribution System
from the Company and thereby acquires the Natural Gas Distribution System, the
Municipality agrees, should it no longer wish to own the Natural Gas Distribution System
within five (5) years after it acquires the said system and the Municipality receives any bona
fide offer from an arms-length third party to purchase the Natural Gas Distribution System,
which it is willing to accept, then it will promptly give written notice to the Company of the
terms and conditions of such offer. The Company will during the next one hundred and
twenty (120) days have the first right of refusal to purchase the Natural Gas Distribution
System for the same price and upon the same terms and conditions as contained in the said
offer.

e) The Municipality’s right of first refusal will not apply where the Company has agreed to
transfer the Natural Gas Distribution System to a third party utility company in exchange for
certain other assets provided all of the following conditions are met:

i) the third party utility can demonstrate to the reasonable satisfaction of the Municipality
that it meets the necessary technical and financial requirements to own and operate the
Natural Gas Distribution System;

ii) the only consideration that will be exchanged between the Company and the third party
utility company is the transfer and exchange of assets and monetary consideration
limited to a maximum of 49% of the net book value of the Natural Gas Distribution
System;

iii) there is no adverse impact to the Municipality resulting from the transfer and exchange
above referenced as determined by the Commission;

iv) the Company and the third party utility company obtain all the requisite regulatory
requirements prior to completing the transfer and exchange; and

v) full compensation is paid to the Municipality for all reasonable costs including
administrative and legal costs incurred by the Municipality in ensuring all of the
conditions i) through iv) above arc satisfied.

13) Construction and/or Maintenance of Natural Gas Distribution System
a) Municipal Approval

Before undertaking any Major Work, or in any case in which the Municipality specifically
requests any Major Work, the Company will submit to and obtain the written approval from
the Municipality, or its authorized officers, of the Plans and Specifications for the proposed
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Major Work and its location. Approval by the Municipality granted in accordance with this
paragraph will be limited to an approval of the location and alignment of the Major Work
only, and will not signify approval of the structural design or the ability of the work to
perform the function for which it was intended.

Prior to commencing the Work, the Company will obtain such other applicable permits as are
required by the Municipality. The Company will notify the Municipality of all Work done
within the Municipal Service Area prior to commencing the Work where reasonably
practicable. However, only Major Work is subject to a formal approval process.

The Company will obtain prior written approval from the Municipality for any traffic lane or
sidewalk closures required to be made at least forty-eight (48) hours prior to the
commencement of the proposed Work.

For the purposes of obtaining the approval of the Municipality for Major Work under this
Agreement, the Company will provide the Municipality with the Plans and Specifications for
the proposed Major Work in Electronic Format (or upon request, the Company will provide
the Municipality with a hard copy of the materials). The Plans and Specifications will
include a description of the project and drawings of a type and format generally used by the
Company for obtaining approvals from municipalities and will illustrate the proposed
changes to the Natural Gas Distribution System.

b) Restoration of Municipal Property

The Company agrees when it or any agent employed by it undertakes any Work on any
Municipal Property, the Company will complete the said Work promptly and in a good and
workmanlike manner and, where applicable, in accordance with the approved Plans and
Specifications. Further, and unless otherwise agreed to by the Parties, the Company will
forthwith restore the Municipal Property to the same state and condition, as nearly as
reasonably possible, in which it existed prior to the commencement of such Work, subject to
reasonable wear and tear and to the satisfaction of the Municipality acting reasonably.

The Company will, where reasonably practicable and prudent, locate its pipelines and related
equipment in lanes and alleys rather than in the streets and main thoroughfares.

The Company further covenants it will not unduly interfere with the works of others or the
works of the Municipality. Where reasonable and in the best interests of both the
Municipality and the Consumer, the Company will cooperate with the Municipality and
coordinate the installation of the Natural Gas Distribution System along the designated
rights-of-way pursuant to the direction of the Municipality. During the performance of the
Work, the Company will use commercially reasonable efforts to not interfere with existing
Municipal Property and to cause as little damage as possible to the property of others
(including the Municipality Property). If the Company causes damage to any existing
Municipal Property during the performance of any Work, it will cause such damage to be
repaired at its own cost.

Upon default by the Company or its agent to repair damage caused to Municipal Property as
set out above, the Municipality may provide written notice to the Company to remedy the
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default. If the default is not remedied within two (2) weeks after receipt of the written notice
or such further time as may be reasonably required and requested by the Company using best
efforts on a commercially reasonable basis to remedy the default, the Municipality may
undertake such repair work and the Company will be liable for the reasonable costs thereof.

c} Urgent Repairs and Notification to Municipality

If any repairs or maintenance required to be made to the Natural Gas Distribution System arc
of an urgent nature where the operation or reliability of the Natural Gas Distribution System
is materially compromised or potentially materially compromised, the Company will be
entitled to conduct such repairs or maintenance as are commercially reasonable without prior
notice to the Municipality and, unless otherwise specified by the Municipality, the Company
will provide notice to the Municipality as soon as practicable and, in any event, no later than
seventy-two (72) hours after the repairs are commenced.

d) Company to Obtain Approvals from Other Ultilities

The Company will be solely responsible for locating, or causing to be located, all existing
utilities or utility mains, pipes, valves and related facilities in, on or adjacent to the Work site.
The Company will notify all other utility operators and ensure utilities and utility mains,
pipes, valves and related facilities are staked prior to commencement of construction. Unless
the Municipality has staked the location for the utility property, staking will not be deemed to
be a representation or warranty by the Municipality the utility or utility property are located
as staked. The Municipality will not be responsible for any damage caused by the Company
to any utility or any third party as a result of the Company’s Work, unless the Municipality
has improperly staked the utility property. Approval must be obtained by the Company from
the owner of any third party utility prior to relocation of any facility owned by such third
party utility.

e) Revised Plans and Specifications

Following completion of the Major Work, the Company will provide the Municipality with
the revised Plans and Specifications, updated after construction, in Electronic Format, where
available and upon request, the Company will provide the Municipality with a hard copy of
the materials within three (3) months of the request. The Company will provide the
Municipality with copies of any other revised Plans and Specifications as reasonably
requested by the Municipality. For the purposes of this paragraph and paragraph 11, the
Company may satisfy its obligations to provide revised Plans and Specifications in Electronic
Format by:

i) advising the Municipality the revised Plans and Specifications are posted to a web-
based forum that contains such information; and

ii) allowing the Municipality access to such web-based forum.
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f) Approvals

Where any approvals are required to be obtained from either Party under this paragraph, such
approvals will not be unreasonably withheld.

The Company will ensure all Work is performed in accordance with the requirements of all
applicable legislation, rules and regulations. The Company will immediately notify the
Municipality of any lien, claim of lien or other action of which it has or reasonably should
have knowledge, and will cause the same to be removed within thirty (30) days (or such
additional time as the Municipality may allow in writing), failing which the Municipality
may take such action as it reasonably deems necessary to remove the same and the entire cost
thereof will be immediately due and payable by the Company to the Municipality.

14) Responsibilities For Cost of Relocations

a) Upon receipt of one (1) year’s notice from the Municipality, the Company will, at its own
expense, relocate to Municipal Property such part of the Natural Gas Distribution System that
is located on Municipal Property as may be reasonably required by the Municipality due to
planned municipal construction. In order to encourage the orderly development of Municipal
facilities and the Natural Gas Distribution System, the Municipality and the Company agree
they will meet regularly to:

i) review the long-term facility plans of the Municipality and the Company; and

i) determine the time requirements and costs for final design specifications for each
relocation. Providing the Municipality is not the developer requesting the relocation for
commercial or residential resale to third parties, the Company will bear the expenses of
the required relocation.

b) Notwithstanding the foregoing, the Company will not be required to move any part of the
Natural Gas Distribution System after receipt of notice from the Municipality in accordance
with this paragraph where:

1) the Company has illustrated to the satisfaction of the Municipality, acting reasonably,
an appropriate Alternative Course of Action is available;

ii) the Municipality has provided the Company with its writien approval of the Alternative
Course of Action (which approval may not be unreasonably withheld by the
Municipality); and

iii) the Company has provided its written undertaking to carry out the Alternative Course
of Action promptly and within a sufficiently short period of time so as to ensure the
Municipality will be left with sufficient time to complete the said planned municipal
construction within the Intended Time Frame (taking into account any delays which the
Municipality may encounter as a result of the Company utilizing the Alternative Course
of Action).
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¢) For the purposes of this paragraph 14, the term “Alternative Course of Action” will mean any
course of action that will enable the Municipality to complete the said Municipal
construction and will result in a net cost savings to the Company (taking into account all
additional costs incurred by the Company in carrying out the Altemative Course of Action
and any additional costs which the Municipality may incur and which the Company will be
required to pay in accordance with this paragraph 14 and “Intended Time Frame” will mean
the period of time within which the Municipality would have reasonably been able to
complete the said Municipal construction if the Company would have relocated the Natural
Gas Distribution System in accordance with this paragraph 14.

If the Municipality agrees to permit the Company to utilize an Alternative Course of Action,
the Company will pay any and all costs incurred in carrying out the Alternative Course of
Action and will pay on demand to the Municipality (on a full indemnity basis) any and all
costs incurred by the Municipality:

i) in conducting a review of the Altemmative Course of Action to determine whether the
Alternative Course of Action is acceptable to the Municipality;

il) in modifying any plans the Municipality may have prepared in respect of the said
municipal construction (“Modified Plans”) or in preparing or developing plans and
procedures (“Work Around Procedures”) to work around the Natural Gas Distribution
System or any improvement, thing, or component utilized by the Company in cffecting
the Alternative Course of Action; and

iii) in the course of conducting the said planned municipal construction where such costs
would not have been incurred by the Municipality if the Company had relocated the
Natural Gas Distribution System in accordance with this paragraph 14 (including any
reasonable additional cost the Municipality may incur in completing the said municipal
construction in accordance with the Modified Plans or in effecting any Work Around
Procedures).

d) The following example illustrates the intended application of the foregoing provisions:
Where:

i} The Municipality requires the Company to move a Natural Gas line so the
Municipality can replace its own sewer lines. The cost of moving the Natural Gas line
is $10,000. The cost of carrying out the replacement of the sewer line after moving the
Natural Gas line is $40,000;

il) The Company proposes to simply brace the Natural Gas line (at a cost of $2,000} and
the Municipality, acting reasonably, approves of this as an Altemnative Course of
Action;

iii) As a result of having to prepare Modified Plans and to prepare and implement Work
Around Procedures to work around the braces, the actual cost incurred by the
Municipality in replacing the sewer line is $45,000 (being a net increase in cost of
$5,000);
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the Company is required to pay the $2,000 cost of the bracing together and the additional
cost of $5,000 incurred by the Municipality (resulting in a net savings of $3,000 to the
Company).

In cases of emergency, the Company will take all measures that are commercially reasonable and
necessary to ensure public safety with respect to relocating any part of the Natural Gas Distribution
System that may be required in the circumstances.

If the Company fails to complete the relocation of the Natural Gas Distribution System or fails to
repair or do anything else required by the Company pursuant to this subparagraph without valid
justification and in a timely and expeditious manner to the satisfaction of the Municipality’s
representative, acting reasonably, the Municipality may, but is not obligated to, complete such
relocation or repair and the Company will pay the reasonable costs of such relocation or repair
forthwith to the Municipality. If the Municipality chooses to complete such relocation or repair the
Municipality will ensure such work is completed using the Company’s design specifications and
standards, as provided by the Company, including the use of good and safe operating practices.

The Municipality is not responsible, either directly or indirectly, for any damage to the equipment
which forms part of the Natural Gas Distribution System which may occur during its installation,
maintenance or removal by the Company, nor is the Municipality liable to the Company for any
losses, claims, charges, damages and expenses whatsoever suffered by the Company including
claims for loss of revenue or loss of profits, on account of the actions of the Municipality, its
agents or employees, working in, under, over, along, upon and across its highways and rights-of-
ways or other Municipal Property other than direct loss or damage to the Company caused by the
negligence or wilful misconduct of the Municipality, its agents or employees.

In the event the relocation or any part thereof requires the approval of a third party, the
Municipality will use reasonable efforts to assist the Company in any negotiation with such third
party to obtain the necessary approval(s).

In the event the relocation results from the demand or order of an authority having jurisdiction,
other than the Municipality, the Municipality will not be responsible for any of the costs of such
relocation.

15) Natural Gas Distribution System Expansion

Subject to the Terms and Conditions, and at no cost to the Municipality unless otherwise provided
for under the Terms and Conditions, the Company will, on a timely basis, use its best efforts on a
commercially reasonable basis to meet the Natural Gas Distribution System expansion requests of
the Municipality or a Consumer and provide the requisite facilities for connections for new
Consumers to the Natural Gas Distribution System.
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16) Increase in Municipal Boundaries

Where the Municipality increases its geographical area,through annexation or amalgamation, as
understood under the MGA, by the greater of 640 acres and twenty five (25%) percent of the
current area or more, the Municipality will have the option to:

(a) terminate this Agrecement provided the Municipality gives notice in writing to the Company
of its intention to do so; or

(b)  add the increased area to the Municipal Service Area already served by the Company so
that the rights and obligations contained in this Agreement will apply in respect of the Municipal
Service Area, including the increased area.

For all other increases to the Municipal Service Area through annexation or amalgamation as
understood under the MGA, the rights and obligations contained in this Agreement wiil apply in
respect of the whole Municipal Service Area, including the increased area.

17) Joint Use of Municipal Rights-of-Way
a) Municipal Use

The Municipality will upon written notice to the Company have, for any reasonable municipal
purpose, the right to make use of any municipal rights-of-way granted to the Company by the
Municipality, provided such use complies with good and safe operating practices, as
determined by the Company acting reasonably, applicable legislation, and does not
unreasonably interfere with the Company’s use thereof, at no charge to the Municipality. The
Municipality is responsible for its own costs and any necessary and reasonable costs incurred
by the Company including the costs of any alterations that may be required in using municipal
rights-of-way.

b) Third Party Use and Notice

If any third party, including other utilities, desire to jointly use the municipal rights-of-way, the
Company agrees it will not grant the third party joint use except in accordance with this
paragraph, or unless otherwise directed by any govermmental authority or court of law having
jurisdiction.

The Company agrees the following procedure will be used in granting permission to third
parties desiring joint use of the municipal rights-of-way:

i) first, the third party will be directed to approach the Company to initially request
conditional approval from the Company to use that part of the municipal rights-of-way
it seeks to use;

it) second, upon receiving written conditional approval from the Company, the third party
will be directed to approach the Municipality to obtain its written approval to jointly
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use that part of the municipal rights-of-way. As a condition of granting its consent, the
Municipality may require such third party enter into an agreement with the
Municipality, and such agreement may require such third party pay compensation to
the Municipality; and

iii) third, upon receiving written conditional approval from the Municipality, the third party
will be directed to obtain final written approval from the Company to jointly use that
part of the municipal rights-of-way. Once a joint use agreement has been entered into
between the Company and the third party, it will not be subsequently amended without
the written consent of the Municipality (which consent will not be unreasonably
withheld).

c) Cooperation

The Company and the Municipality agree they will use reasonable efforts to cooperate with
each other in encouraging the use of joint trenching and in any negotiations with third parties
desiring joint use of any part of the municipal rights-of-way located on Municipal Property.

d) Payment

The compensation paid or to be paid by such third party to the Municipality for the use of the
Municipal Property including its rights-of-way, will be determined between the Municipality
and the third party.

The compensation paid or to be paid by such third party to the Company for the joint use of
any portion of the municipal rights-of-way will be determined between the Company and the
third party, subject to the jurisdiction of any governmental authority over the matter and the
Municipality’s right to intervene in any related regulatory proceeding.

€) Provision of Agreements

Upon reasonable request by the Municipality, copies of these agreements will be updated by
the Company and provided to the Municipality at no cost to the Municipality,

18) Mounicipality as a Retailer

The provisions of this Agreement will not in any way restrict the right of the Municipality to
become a retailer within the meaning of the GUA.

19) Reciprocal Indemnification and Liability

a) The Company will indemnify and save the Municipality, its servants, agents, employees,
licensees, contractors and invitees, harmless from and against any and all liability, actions,
demands, claims, damages, losses and expenses (including all legal costs and disbursements),
including indemnity from and against any claim, loss, cost, demand and legal or other expense,
whether in respect of any lien, encumbrance or otherwise, arising out of any Work performed
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by or for the Company, which may be brought against or suffered, sustained, paid or incurred
by the Municipality, its servants, agents, employees, contractors, licensees and invitees, arising
from, or otherwise caused by:

i) any breach by the Company of any of the provisions of this Agreement; or

ii} the negligence or wilful misconduct of the Company, or any of its servants, agents,
employees, licensees, contractors or invitees in carrying on its business within the
Municipal Service Area.

b) The Municipality will indemnify and save the Company, its servants, agents, employees,
licensees, contractors and invitees, harmless from and against any and all liability, actions,
demands, claims, damages, losses and expenses (including all legal costs and disbursements)
which may be brought against or suffered, sustained, paid or incurred by the Company, its
servants, agents, employees, licenses, contractors and invitees, arising from, or otherwise
caused by:

i) any breach by the Municipality of any of the provisions of this Agreement; or

ii) the negligence or wilful misconduct of the Municipality, or any of its servants, agents,
employees, licensees, contractors or invitees, in carrying on the business of the
Municipality.

¢) Notwithstanding anything to the contrary herein contained, in no event will the Municipality or
the Company be liable under this Agreement, in any way, for any reason, for any indirect,
special or consequential damages (including damages for pure economic loss, loss of profits,
loss of earnings or loss of contract), howsoever caused or contributed to.

20) Assignment

In the event the Company agrees to sell the Natural Gas Distribution System to a third party
purchaser, the Company will comply with paragraph 10 above. In addition, the Company will
request the third party purchaser confirm in writing it will agree to all the terms and conditions of
this Agreement between the Company and the Municipality. The Company agrees it will provide
to the Municipality a copy of the third party purchaser’s confirmation letter.

The Company agrees to provide the Municipality with reasonable prior written notice of a sale of
the Natural Gas Distribution System to a third party purchaser. The Parties will thereafter meet to
discuss the technical and financial capabilities of the third party purchaser to perform and satisfy
all terms and conditions of the Agreement, and the compensation payable to the Municipality for
all costs including administrative and legal costs relating to providing its written consent to the
Assignment(“Municipal Compensation™).

The Municipality has thirty (30) days from the meeting date with the Company to provide written
notice to the Company of its intention to consent or withhold its consent to the assignment of the
Agreement to the third party purchaser. The Company agrees the Municipality may provide
notice of its intention to withhold its consent to the assignment of this Agreement to the third party
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purchaser if the Municipal Compensation is inadequate or if the third party purchaser fails to
covenant, in favour of the Municipality, to perform and observe all of the covenants and
obligations of the Company to be performed and observed under this Agreement and otherwise
solely on the basis of reasonable and material concems regarding the technical capability or
financial wherewithal of the third party purchaser to perform and satisfy all terms and conditions
of the Agreement. In this case, such notice to the Company must specify in detail the
Municipality’s concern.

Should the Municipality not reply within the thirty (30) day period, it is agreed the Municipality
will be deemed to have consented to the assignment. The Company further agrees when it applies
to the Commission for approval of the sale, it will include in the application any notice received
from the Municipality, including the reasons given by the Municipality for withholding its consent.
The Municipality will have the right to make its own submissions to the Commission.

Subject to the Company having fulfilled the obligations outlined in the preceding three paragraphs,
the Company will be entitled to assign this Agreement to an arm’s length third party purchaser of
the Natural Gas Distribution System without the consent of the Municipality, subject to paying the
Municipal Compensation for the assignment, and having obtained the Commission’s approval for
the sale of the Natural Gas Distribution System and, the third party purchaser’s confirmation in
writing that it agrees to all the terms and conditions of this Agreement.

Where the Commission approves such sale of the Natural Gas Distribution System to a third party
and the third party provides written confirmation to assume all liabilities and obligations of the
Company under this Agreement, then upon the assignment of this Agreement and the payment of
the Municipal Compensation for its consent to the Assignment subject to Commission approval,
the Company will be released from all its liabilities and obligations thereunder.

The Company will be entitled to assign this Agreement to a subsidiary or affiliate of the Company
without the Municipality’s written consent. Where the Company assigns this Agreement to a
subsidiary or affiliate, the Company will remain jointly and severally liable.

Further, it is a condition of any assignment that the subsidiary, affiliate or third party purchaser, as
the case may be, will provide written notice to the Municipality indicating it will assume all
liabilities and obligations of the Company under this Agreement.

Any disputes arising under the operation of this paragraph will be submitted to the Commission for
determination.

21) Notices
a) All notices, demands, requests, consents, or approvals required or permitted to be given
pursuant to the terms of this Agreement will be in writing and will be deemed to have been
properly given if personally served, sent by registered mail or sent in Electronic Format to the

Municipality or to the Company as the case may be, at the addresses set forth below:

i) To the Company:
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ii) To the Municipality:
b) The date of reccipt of any such notice as given above, will be deemed to be as follows:
i) In the case of personal service, the date of service;

it) In the case of registered mail, the seventh (7") business day following the date of
delivery to the Post Office, provided, however, in the event of an interruption of
normal mail service, receipt will be deemed to be the seventh (7"‘) day following the
date on which normal service is restored; or

iii) In the case of delivery in Electronic Format, the date the notice was actually received
by the recipient or, if not a business day, then the next business day.

22) Interruptions or Discontinuance of Delivery Service

Subject to its Delivery Tariff, the Company will use its best efforts on a commercially reasonable
basis to avoid and minimize any interruption, reduction or discontinuance of Natural Gas
Distribution Service to any Consumer. However, the Company reserves the right to do so for any
one of the following reasons:

a) Where the Company is required to effect necessary repairs or changes to the Natural Gas
Distribution System;

b) On account of or to prevent fraud or abuse of the Natural Gas Distribution System,

c) On account of defective aspects of the Natural Gas Distribution Systems which in the opinion
of the Company, acting reasonably, may become dangerous to life or property;

d) Where required, under the Terms and Conditions, due to a Consumer’s non-payment of Natural
Gas bills.

To the extent the Company has any planned major interruptions, reductions or discontinuances in
Natural Gas Distribution Service, it will notify the Municipality in writing as soon as practicable in
the circumstances. For any other major interruption, reductions or discontinuances in Natural Gas
Distribution Service, the Company will provide notice (in a format acceptable to the Municipality)
as soon as is practicable in the circumstances.

23) Dispute Settlement

a) If any dispute or controversy of any kind or nature arises relating to this Agreement or the
Parties’ rights or obligations hereunder, the Parties agree such dispute or controversy will be
resolved by negotiation, and where such negotiation does not result in the settlement of the
matter within thirty (30) days of notice of such dispute being provided by one Party to the other
Party, and to the extent permitted by law, the Company and Municipality agree that unresolved
disputes pertaining to this Agreement, other than those contemplated in paragraphs 3 and 20
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and Section 3 of Schedule “A", or those related to the sale of the Natural Gas Distribution
System as contemplated in paragraphs 10 and 12 hereof, or any other matter within the
exclusive jurisdiction of a povernmental authority having jurisdiction, will be submitted to
arbitration for determination and may be commenced by either Party providing written notice
to the other Party stating the dispute to be submitted to arbitration.

The Parties will attempt to appoint a mutually satisfactory arbitrator within ten (10) business
days of the said notice. In the event the Parties cannot agree on a single arbitrator within the
ten (10) business days, the dispute will be forwarded to the Commission for resolution or
determination.

In the event the Commission declines to assist in resolving the dispute or declines to exercise
or claim jurisdiction respecting the dispute, both Parties agree to have the dispute resolved by
an arbitration panel in accordance with the following procedure.

Each Party will appoint an arbitrator within the ten (10) business days thereafter by written
notice, and the two arbitrators will,together, appoint a third arbitrator within twenty-five (25)
business days of written notice for arbitration. The dispute will be heard by the arbitration
panel within forty-five (45) business days of the written notice for arbitration unless extended
by mutual agreement between the Parties. The arbitration panel will render a decision within
twenty (20) business days of the last day of the hearing.

Except, as otherwise expressly provided in this Agreement, the provisions of the Arbitration
Act (Alberta) (as amended from time to time) will apply to any arbitration undertaken under
this Agreement subject always to the Commission's jurisdiction over any matter submitted to
arbitration. Pending resolution of any dispute, the Municipality and the Company will
continue to perform their respective obligations hereunder.

b) The Company will advise the Commission of any dispute submitted to arbitration within ten
(10) business days of it being submitted and will advise the Commission of the results of
arbitration within ten (10) business days following receipt of the decision of the arbitrator(s).

24) Application of Water, Gas and Electric Companies Act

This Agreement will be deemed to operate as consent by the Municipality to the exercise by the
Company of those powers which may be exercised by the Company with the consent of the
Municipality under and pursuant to the provisions of the Water, Gas and Electric Companies Act
(Alberta), as amended.

25) Force Majeure

If either Party fails to meet its obligations hereunder within the time prescribed, and such failure is
caused or materially contributed by an event of “force majeure”, such failure will be deemed not to
be a breach of the obligations of such Party hereunder, but such Party will use its best efforts on a
commercially reasonable basis to put itself in a position to carry out its obligations hereunder. The
term “force majeure” will mean any acts of God, strikes, lock-outs, or other industrial
disturbances, acts of the Queen’s enemies, acts of terrorism (either foreign or domestic), sabotage,
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war, blockades, insurrections, riots, epidemics, lightening, earthquakes, storms, fires, wash-outs,
nuclear and radiation activity or fall-out, restraints of rulers and people, orders of governmental
authorities or courts of law having jurisdiction, the inability to obtain any necessary approval from
a governmental authority (excluding the Municipality) having jurisdiction, civil disturbances,
explosions, mechanical failure, and any other causes similar in nature not specifically enumerated
or otherwise specified herein that are not within the control of such Party, and all of which by the
exercise of due diligence of such Party could not have been prevented. Lack of finances will be
deemed not to be an event of “force majeure”.

26) Terms and Conditions

The Terms and Conditions applicable to the Company and approved by the Commission, as
revised or amended from time to time by the Commission, will apply to the Municipality. Nothing
in this Agreement is intended to supersede the Terms and Conditions.

27) Not Exclusive Against Her Majesty

Notwithstanding anything to the contrary herein contained, it is mutually understood and agreed
the rights, powers and privileges conferred and granted by this Agreement will not be deemed to
be exclusive against Her Majesty in right of the Province of Alberta.

28) Severability

If for any reason any covenant or agreement contained in this Agreement, or the application
thereof to any Party, is to any extent held or rendered invalid, unenforceable or illegal, then such
covenant or agreement will be deemed to be independent of the remainder of this Agreement and
to be severable and divisible from this Agreement. The invalidity, unenforceability or illegality
will not affect, impair or invalidate the remainder of this Agreement or any part thereof. The
intention of the Municipality and the Company is that this Agreement would have been executed
without reference to any portion which may, for any reason or to any extent, be declared or held
invalid, unenforceable or illegal.

29) Amendments

This Agreement may only be amended by written agreement of the Parties, such amendments to be
subject to any regulatory approvals required by law.

30) Waiver

A waiver of any default, breach or non-compliance under this Agreement is not effective unless in
writing and signed by the Party to be bound by the waiver. No waiver will be inferred from or
implied by any failure to act or delay in acting by a Party in respect of any default, breach or non-
observance or by anything done or omitted to be done by the other Party.
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The waiver by a Party of any default, breach or non-compliance under this Agreement will not
operate as a waiver of that Party’s rights under this Agreement in respect of any continuing or
subsequent default, breach or non-compliance under this Agreement (whether of the same nature
or any other nature).

31) Confidentiality
The Company acknowledges the Municipality is governed by the provisions of the Freedom of
Information and Protection of Privacy Act (Alberta).

IN WITNESS WHEREOF the Parties hereto have executed these presents as of the day and year first
above written.

Town of Drumheller

PER:

PER:

PER:

PER:
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SCHEDULE “A” Core Services

The Company will provide to the Municipality the following basic services as Core Services:

1) The Company will deliver Natural Gas to the Consumers in accordance with the Company’s
Terms and Conditions, the Company’s Distribution Tariff, the GUA, any regulations thereto, and
any Commission orders and decisions.

2) The Company will install all Natural Gas facilities required to provide service to the Consumers in
accordance with all applicable regulations, codes, applicable standards and common industry

practices.

3}  As required by legislation, the Company will provide and install all necessary regulators and
meters necessary for measuring the Natural Gas supplied to each Consumer.

4} The Company agrees to collaborate with the Municipality’s emergency response services in an
effort to mutuaily develop emergency response procedures relating to Natural Gas emergencies.

5} The Company will provide personnel twenty-four (24) hours a day to investigate and make safe
any suspected gas leak inside or outside the Consumer’s premises.

6) The Company will utilize the services of qualified personnel for designing all Natural Gas
facilities to satisfy all applicable regulatory codes and standards, preparing necessary work order
plans and monitoring the distribution network pressures to ensure the Company’s facilities will
satisfy the Consumer’s current and future Natural Gas delivery requirements.

7)  The Company will provide to the Municipality, on request, copies of any and all Natural Gas
Distribution Service related written or electronic, where available information or reports required
to be filed with the Commission by the Company.

8) The Company will provide to the Municipality, upon request and to the extent the information is
available, an annual report on the following standards:

a) System Reliability - will be measured by:
i. The number of major outages resulting in a loss of service to Consumers;
ii. The number of Consumers affected by each major outage; and
iti. The duration of each major outage.
b) Consumer Satisfaction - will be measured by:

i. Company-wide call centre targets and statistics (wait times, abandoned calls, call
volumes, etc); and

ii. any Consumer complaints received by the Commission.
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c) Public Safety - will be measured by:

i. the number of customer injuries and/or damages due to Natural Gas Distribution
System failure;

ii. the number of line hits per total locates completed;
iii, the number of line hits as a result of inaccurate locates;

iv. the percentage of the area of the Municipality surveyed for leaks and yearly
cathodic protection measures;

v. the number and nature of calls received from the Municipality and any of its
Municipal agencies (including fire department, police department etc.) regarding
the Natural Gas Distribution System.

9)  Once per year, upon request and subject to any applicable privacy legislation, the GUA Code of
Conduct Regulation or other rules prohibiting or restricting such disclosure, the Company will
provide to the Municipality:

a) The total number of sites billed within the Municipal Service Area, by Company rate
class, per revenue month, for each of the last two (w) years;

b) The total gigajoules (GJ) of Natural Gas consumed by Consumers billed within the
Municipal Service Area, by Company rate class, per revenue month, for each of the last
two (2) years;

¢) The franchise fee revenue billed to Consumers within the Municipal Service Area, by
Company rate class, per revenue month, for each of the last two(2) years;

d) Where the Municipality is the customer of record and the Municipality provides a list of
those sites to the Company on the form provided by the Company:

i. The total number of those sites billed within the Municipal Service Area, by
Company rate class, per revenue month, for each of the last two (2) years;

ii. The total gigajoules (GJ) of Natural Gas at those sites billed within the Municipal
Service Area, by Company rate class, per revenue month, for each of the last two
(2) years;

iii. The franchise fee revenue billed to those sites within the Municipal Service Area,
by Company rate class, per revenue month, for each of the last two (2) years; and

€) Such other information as may be agreed upon by the Parties from time to time.

Where privacy legislation, the GUA Code of Conduct Regulation or other rules prohibiting such
disclosure prevent the Company from providing the information above, the Company will make
reasonable attempts to aggregate the information so as to comply with the applicable rules. The
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Company will not be obligated to provide such aggregated information if it believes such
aggregation will not allow the Company to comply with the applicable rules.

10) Upon request by either Party, the Company will meet with the Municipality. Through a mutual
exchange of information the Company will keep the Municipality apprised of the Company’s
construction and upgrading programs planned for the Municipal Service Area and the Municipality
will advise the Company of any issues or plans relating to, or potentially impacting, the Natural
Gas Distribution System.

SCHEDULE “B” Extra Services

Nothing in this Agreement precludes the Parties from contracting for Extra Services outside the
provisions of this Agreement. In the event the Parties do elect to contract for the provision of Extra
Services within the provisions of this Agreement and unless otherwise agreed upon by the Parties,
nothing in this Agreement will preclude the Company from sub-contracting with third parties for the
provision of Extra Services.

Subject to Commission approval, as may be required, any payments from the Municipality to the
Company for Extra Services, if agreed to by the Municipality, may be deducted from the Franchise Fee
collected from Consumers and otherwise remitted to the Municipality pursuant to paragraph 5 of this
Agreement. The timing and quantum of such payments will be as agreed upon by the Parties and set
forth in (insert paragraph number from Schedule B) of this Schedule.
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CORPORATE SERVICES"':ﬁ:::JL
Request for Decision

Date: June 15, 2015

Topic: Natural Gas Distribution System Franchise Agreement
Proposal: 10 year Franchise Agreement
Proposed by: Barbara Miller, CGA
Director, Corporate Services
Background The existing franchise agreement between AltaGas and the Town of Drumbelter for the

provision of natural gas distribution expired in 2015, AltaGas has proposed a new
franchise agreement for the continuation of the service; for consideration and adoption
by council. The franchise agreement proposed uses the new agreement template that
was recently adopted by AUMA and the natural gas and power distribution providers after
several months of negotiation between parties.

Included in the agenda package is @ copy of the existing franchise agreement, the newly
proposed agreement, a summary of the changes within the agreement template as a
result of negotiations between AUMA and distribution providers and a guideline outlining
the renewal process.

The term of the agreement is for a minimum of 10 years, but can be greater.

The current franchise fee applicable within the Town of Drumheller is twenty-seven
percent (27%). AUC has capped franchise fees at thirty-five (35%). Franchise fee %
can be changed annually, at any time within the year, throughout the 10 year agreement
period. Should council choose to exercise its option to increase the franchise fee in the
future, a resolution to increase the % is required, followed by a notice of change
advertised over a two week period, followed by an objection period, then an application
would be sent to the AUC c/w supporting documents. On review, providing that process
| was properly followed, rate falls within the cap and no written objections received, AUC
would issue an order approving the increase in fee. This process takes about 45 days to
complete.

Administration has met with representatives from AltaGas to review the agreement
| proposal and discuss changes between the agreements as outlined. There were no
concerns.

Benefits: Through the franchise agreement, AltaGas bears full responsibility of an owner of a
Natural Gas distribution system including the construction, operation and maintenance of
the natural gas distribution system and to provide the services pursuant to the agreement
in accordance with the delivery tariff insofar as applicable {Article 4c).

Disadvantages:

Alternatives: The alternative would be for the Town to exercise its right to purchase the natural gas
distribution system from AltaGas and become wholly responsible for the construction,
operation and maintenance of the natural gas distribution system.

CORPORATE SERVICES
Telephone: (403) 823-1311

( _ Created By: Barb Miller 1

Bylaw 10.15 Alta Gas Franchise - First Reading Page 103 of 106



Agenda ltem # 8.1.3

Finance/Budget
Implications:

The franchise agreement has a positive impact on the budget. Franchise fee revenue is
included in the operating budget on an annual basis.

Operating Costs:

nfa | Capital Cost:

| vva

Communication Strategy:

Communication strategy will follow the requirements set by the AUC.

Following first (1%) reading, AltaGas will place notice in the newspaper for two
consecutive weeks. We will also advertise the notice on our web site.

Following third and final reading, Bylaw 10-15 will be posted on Civic Web.

Bylaw 10.15 Alta Gas Franchise - First Reading

Recommendations: Coungil to give first reading of Bylaw 10-15

Agreement term — 10 years /(

Franchise fee remain at 27% /
Report Writer: Barbara Miller, CGA CAO: P/ Z__X —
Paosition: Director, Corporate Services )
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Request for Decision

Date: June 11, 2015

Topic: Sandstone Manor — Property Taxes Roll# 000 04029906

Proposal: The Drumheller Housing Administration has historically requested that the municipal
portion of the property taxes be cancelled for the property occupied by the Sandstone
Manor.

The contract between the Town and the Housing Authority, signed May 19, 2009,
appendix ‘A’ determined that the property would be exempt from municipal taxation, but
would still be responsible for the education requisition.

This cancellation of the municipal portion of the property tax is reflected in the Sandstone
Manor budget, already reviewed by Council.

The Municipal Government Act 347(1){b) provides that Council may cancel or refund part
of a tax, The Town is still required to remit the requisitions for the Education and District
Seniors Foundation. The decision for the cancellation must be made annually.

Current legislation does not permit the Town to make this property exempt from taxation.

Proposed by: Drumheller Housing Administration

Benefits: Provides tax relief while the property cannot be made exempt from taxation in order to
keep rental rates at an affordable level.

Disadvantages: This loss of revenue impacts the operating surplus

Finance/Budget With the historical taxation activity with this property, the operating budget includes the

Implications: cancellation of the municipal portion in account 1-2-1201-911.

If Council desires, this cancellation can continue to be budgeted for future years, until
legislation permits an assessment exemption for this property.

Operating Costs: $8,686.07 Capital Cost: $0
Budget Available: 48,686.07 Source of Funds: Operating budget
Budget Cost: $8,686.07 Under budgeted Cost: $0
Communication Strategy:

CORPORATE SERVICES

Telephone: (403) 823-1311

20150610 Sandstone Manor Page 1
Municipal Taxes 2015

RFD - Sandstone Manor Tax Cancellation Page 105 of 106



Agenda ltem # 8.3.1

Recommendations: Whereas the Drumheller Housing Administration has historically had the property taxes
with the exception of the education requisition cancelled,
Whereas the MGA section 347(1)(b) provides Council the authority to cancel or refund
taxes, however, this cancellation must be determined annually,
Therefore Council approve the cancellation of the 2015municipal portian of the taxes
plus the requisition for the District Seniors Foundation for a combineg total approximating
$9,000 for the Sandstone Manor Roll Number 04029906.

Submitted by: Barbara Miller, CGA CAO: f// A %__

gy,
Position: Director, Corporate Services / )

20150610 Sandstone Manor
Municipal Taxes 2015
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