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Province of Alberta

Order in Council ORDER IN COUNCIL

Approved and ordered:

/égm

The Lieutenant Governor in Council makes the Kneehill Regional
Ueutenant Govemor Water Services Commission Regulation set out in the attached Appendix.

FULED UNDER
THE REGULATIONS ACT

Y ssasesmresuLAnon 29./n003

Bruce @G. Bau,g/h
Registrar of Regufations

For Information only
Abeiia

Recommended by: Minister of Municipal Affairs

Authority: Municipal Government Act

(section 602.02)
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1 A regional services commission known as the Knechill Regional
Water Services Commission is established.
2 The following muﬁcipaﬁﬁes are members of the Commission:
(@) Kneehill County;
(b). Municipal District of Rocky View No, 44; .
(c) Village of Acme; |
‘(d) Village of Beiseker;
(e) Village of Carbon; -
(f) Village of Iricana;
(g) Village of Linden.

3 The Commission is authorized to provide and operate a water
supply system.

4 The Commission may not assume operating deficits that are
shown on the books of any of the member municipalities.

5(1) The Commission may not, without the approval of the
Minister, sell any of its land, buildings, equipment or inventory
whose purchase has been funded wholly or partly by grants from
the Government of Alberta.
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(2) The Minister may not approve a sale under subsection (1)
unless the Minister is satisfied

(a} as to the repayment of the grants from the Government of
Alberta and outstanding debt associated with that portion
of the tand, buildings, equipment or inventory to be sold,

(b} that the sale would not have a significant adverse effect on
the services the Commission provides, and

(c) that the sale will be properly reflected in the rates

subsequently charged to the customers of the Commission.

Profit and 6 Unless otherwise approved by the Minister, the Commission
surphises may not

(a) operate for the purposes of making a profit, or

(b) distribute any of its surpluses to its member municipalities.

Approval 7 The Minister may make an approval under section 5 or 6
subject to any terms or conditions the Minister considers
appiopriate.

8 1/30505/66/12316
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KNEEHILL REGIONAL WATER SERVICES COMMISSI, ON
BY-LAW 1-2003
BEING A BY-LAW RESPECTING THE APPOINTMENT OF A BOARD OF
DIRECTORS AND CHAIRMAN, GOVERNING THE FEES TO BE
CHARGED BY THE COMMISSION AND THE GOVERNANCE OF
ADMINISTRATION OF THE COMMISSION

WHEREAS, pursuant to the provisions of the Municipal Government Act RSA 2000, CM-

26 as amended, (hereinafter referred to as the "Act"), the Board of the Commission must pass By-
Laws respecting the appointment of its directors and the designation of its Chair, governing the fees
to be charged by the Commission for services and may pass By-Laws respecting the provision of
the Commission's services and the governance of the Administration of the Commission;

II.

NOW THEREFORE, the Board enacts the following:
DEFINITIONS

1.1 "Act" means the Municipal Government Act;

L2 "Annual Meeting" means the Meeting of the Board and the Members to be
held on a date and at a location to be determined by the Board in accordance
with this By-Law;

1.3 "Auditor" shall mean the person appointed by the Board to prepare the
financial statements for the Commission's operations'

14 "Board" means the Board of Directors of the Commission;

1.5 "Borrowing" means as defined in the Municipal Government Act;

1.6 "Chair" means the Chairperson of the Board; -

1.7 "Commission" means the Kneehill Regional Water Services Commission;

1.8 "Director" means the representative of a Member of the Board appointed in
accordance with this By-Law;

1.9 “Founding Member” means one of the communities that was a member at the time
the Commission was formed, those being Acme, Beiseker, Carbon, Irricana, Linden,
Kneehill County and MD of Rocky View;

1.10  "Manager" means the person appointed by the Board to carty out the
directions of the Board regarding the operation of the Commission;

"Member" means a municipal authority ljsted;
"Regular Meeting" means the meetings of the Board to be held each year on
dates and at locations determined by resolution of the Board;

1.13  "Regulation” means Alberta Regulation
"Special Meeting" means a meeting of the Board called in accordance with
Section 4.12 of this Bylaw;

LI5S  "Treasurer" means the person appointed by the Board to be responsible for
the financial affairs of the Cornmission;

1.16  All other words in this By-Law are as defined or used in Part 15.1 of the Act.

OBJECT
2.1 The objectives of the Commission are:
;\\(a) to provide wholesale water services to its Members;

(b} to provide water services to other customers on such terms and
conditions as the Commission may determine.
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I MANAGEMENT

3.1

The management of the Commission shall be vested in the Board of the
Commission and appointed pursuant to this By-Law, the Act and Regulations.

IV BOARD OF DIRECTORS

4.1

42

43

4.4

4.5

4.6

4.7

4.8

4.9

4.10

4.11

The proceedings of the Board shall be conducted in accordance with the
Act, the Regulations and this By-Law. In all cases not provided for by the
Act, the Regulations and this By-Law, Roberts Rules of Order shall be
followed so far as they may be applicable,

Subject to Section 602.04 of the Act, the Board shall consist of the following:

(2)  One Director to be appointed by the Council of each Member:

(b) The Director shall be a Councillor of a Member;

The Directors shall elect, from amongst their number, a Chair at the first
Regular Meeting of the Board following the Municipal Election or before
December 31st. :

The term of office for the Chair is one year.

The Chair shall preside over all Regular Meetings, Special Meetings and the
Annual Meeting of the Board,

The Chair shall vote on‘all matters before the Board.

The Board shalil elect, from amongst their number, a Vice-Chair at the first
Regular Meeting of the Board following the Municipal Election or before
December 31st.

The term of office for the Vice-Chair is one year.

In the absence of the Chair at any meeting, the Vice-Chair shall preside over
the meeting for that meeting only. In the absence of the Chair or Vice-Chair
the Directors in attendance shall appoint an Acting Chair for that meeting only.

The term of office for any Director shall coincide with the term of Municipal
Elections in the Province of Alberta. In the event of a vacancy on the Board,
the same Member may appoint an alternate Director for the un-expired balance
of the term of the Director.

The Board, by resolution may establish the date and number of Regular
Meetings held during a year, however, there shall be not less than four 4)
Regular Meetings per year.



Appendix A

KRWC Bylaw No, 1-2003

Page 3

4.12.

4.13

4.14

4.15

4.16

4.17

4.18

The Chair or any of the Directors may call a Special Meeting of the Board
upon no less than forty-eight (48) hours written notice to each Director except -
that written notice may be sent to the Municipal Offices of each Director

and a waiver of notice may be signed by the majority of the Directors.

Meetings of the Board may be held in conjunction with, preceding or
following any Annual Meeting of the Commission.

Five (5) Directors present in any Board meeting shall constitute a quorum.

Any matter except the amendment of this By-Law shall be decided by the
majority vote of the Directors in attendance at the Board Meeting.

Duties of the Board

a} - The Board shall be responsible for the management and conduct of
the affairs of the Commission;

b) The Board shall have power such as to hire staff, enter into
' agreements; engage consultants;

c) The Board's obligations to oversee the operations of the Commission
shall include, but not be limited to, the following:

() to participate generally in developing and evaluating the
policies and programs of the Commission;

(i)  fo approve an operating and capital budget presented by the
Manager for the forthcoming year;

(iii)  to maintain the operations of the Commission in a manner
which benefits its Members;

(tv)  to safeguard the storage and use of the seal of the Comn)xission;_

(V) to maintain the minute books and financial records of the
Commission and to make the same available to the Members;

(vi}  to acquire funds and approve financing arrangements.
The Directors shall receive for attendance at any Board meeting or carrying
out any Director responsibilities, meeting fees established by the Board from

time to time and any expenses, including mileage permitted by the Board.

The Conflict of Interest provisions in the Municipal Government Act will
apply to the Board of Directors.

MEETINGS

5.1

5.2

The Board shall cali each year the Annual Meeting.

The Annual Meeting shall be held no later than April 30th each year.
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5.3 Written notice of the Annual Meeting shall be provided to each Member by
mail postmarked not less than thirty (3 0) days prior to the date of the Annual
Meeting.

54 At the Annual Meeting, the Auditor shall present the audited financial
statements and the Manager shall report on the activities of the past year to the
Members and the Board.

5.5 The Board shall appoint an Auditor at the Annual Meeting for the following
year.

5.6  The Chair or the Manager shall establish the agenda for any meeting of the

Board. A matter may be added to or deleted from the agenda for any meeting
of the Board by the Board. A Member may place an item on the agenda by
submitting a written request to the Manager at least forty-cight (48) hours
before the meeting,

ADMINISTRATION

6.1 One of the Chair or Vice-Chair together with one of the Manager or
Secretary/Treasurer shall have signing authority on behalf of the Commission and
are authorized to execute and deliver any cheque's, promissory notes and bills of
exchange and other instruments, whether negotiable or not, on behalf of the
Commission.

6.2 The Manager shall have custody of the Corporate Seal. Whenever used, the
~ Seal shall be authenticated by the Chair, Vice-Chair, Manager or
Secretary/Treasurer.

6.3  The Manager shall act as the Admixﬁstrative Head of the Commission and
without limiting the foregoing, the Manager shall:

a) ensure that the policies and iﬁrograms of the Commission are
implemented;

b) advise and inform the Board on the operations and affairs of the
Commission;

c) maintain custedy of the seal of the Commission and when required on

any instrument requiring the seal of the Commission, affix the same
together with one of the Manager or Secretary/Treasurer and one of the
Chair or the Vice-Chair;

d) perform the duties and exercise the powers assigned to the Manager in
this By-Law;
e) perform the duties and exercise the powers assigned to the Manager in

the Act or any other applicable legislation;

f) cause the funds of the Commission to be received and disbursed in
accordance with the directions of the Board, subject to this Bylaw:

g) cause to be kept detailed accounts of all income and expenditures
including proper vouchers for all disbursements of the Commission:
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h) cause to be rendered to the Board at Regular Meetings or whenever
required by the Board an account of all transactions of the Commission
and the financial position of the Commission;

i) cause all facts and minutes of all proceedings to be kept on all meetings
of the Commission;

1) cause all notices to be given to Members and to Directors required by
this By-Law;

k) cause to be kept all books, papers, records, correspondence, contracts
and other documents belonging to the Commission and shall cause
the same to be delivered up when required by the Act or when
-authorized by the Board to.such person as may be named by the Board;
D shall carry out any lawful direction of the Board from time to time.

6.4 = Members acting reasonably shall have the right to inspect and may obtain
extracts or copies of all books and records of the Commission subject to the
provisions in the Freedom of Information and Protection of Privacy Act.

VII. FINANCIAL

7.1 The financial year of the Commission shall be the calendar year.

7.2 Without limiting the requirements for the Budget pursuant to the Act, the
Board in the fall of each year will prepare the Financial Plan for the forthcoming
three (3) financial years and the Budget for the next financial year will set out the:
a) expected consumption requirements of the Members;

b) estimate expenditures for the:
@ operations of the Board and Manager;
()  operations of the pipeline system:
(i)  purchase of water:
(iv)  repayment of debt obligations;
(v)  non-cash expenditures; and
(vi)  return on equity and investments,
c) estimated revenue requirements to meet the expenditures of the
Commission and the rates and fees to be charged to Members and

Customers of the Commission;

d) second and third year projections of operating expenditure, revenue
requirements and rate trends; :
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e) capital projects planned and expected to be completed in the forth-
coming financial year and the second and third financial years of the
Financial Plan;

f) estimated costs and sources of revenue for each year of the Financial
Plan;
g) rates of remuneration and expenses to be provided to the Directors.

VIII. SERVICE FEE

8.1

8.2

83

8.4

8.5

8.6

8.7

88

The aggregate annual service fees charged by the Commission to its Members

and Non-Members shall not be less than the estimated aggregate amount required .
to cover all costs or other commitments of the Commission less any grants, transfers
from reserves, interests, rents and other revenue.

All service fees shall be established by the Board by By-Law and approved at the
time the annual budgets for the Commission are approved.

A rate structure will be established on a user basis (volume). All members
will pay the same rate based on volume.

A decision to change the rates or rate structure must receive seventy- five (75)
percent consent of the Board.

Commission operational costs, including booster stations, will be levied through
the fee and rate structure.

New facilities and add-on lines will be granted reasonable access given regard
for long-term capacity. Any costs to operate the system beyond the trunk line
will be borne by the individual user and not included in the Commission
operating costs.

All funds required for the operation of the Commission shall be recovered from
the sale of water volume sales.

The Commission shall sell water services to its members,

IX. AMENDMENTS

9.1

9.2

An amendment to this By-Law may be passed by the Board when there is a three
quarters majority of the Directors present,

Written notice of a proposed amendment to this By-Law shall be provided to each
Member not less than thirty (30) days in advance of the meeting at which the
amendment is to be considered.
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X EFFECTIVE DATE AND REPEAL

10.1  This By-Law shall come into force and

effect upon the date of approval of the
Minister of Municipal A ffairs.

READ A FIRST TIME THIS 1% DAY OF AUGUST, 2003.

READ A SECOND TIME THIS 11% DAY OF AUGUST, 2003.

READ A THIRD TIME THIS AND FINALLY PASSED THIS 11%

DAY OF AUGUST,
2003 . -

O/w;j_w

fECRETARY,’mEAs URER

APPROVED by the Honorable Minister of Municipal Affairs this =odin. DAY OF

A E

/ MINISTER OF MUNICIPAL AFFAIRS

“zwﬁ:'-;‘a"c Ak » 2003.
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ALBERTA
MINISTER OF TRANSPORTATION

MLA Vegreville - Viking

NOV 19 2002

His Worship Robert Jackson
Village of Acme

P.O. Box 289

Acme AB TOM OAO

Dear Mayo%kson:

Itis my pleasure to advise you that the Government of Alberta has chosen to nominate the
Kneehill Regional Water Line Project under the Projects Nominated by Canada or Alberta
component of the Infrastructure Canada-Alberta Program (ICAP). This is in recognition of
- the many stakeholders that have worked so diligently in bringing this project forward, and
the importance that clean drinking water has for the development and well-being of our
communities. :

Although this is an important step in the project’s approval process, please note that this
letter does not constitute final project approval, which can only be provided once the
project meets all applicable environmental requirements and further federal approvals.

it is important that your project construction not proceed until final written approval is
given. If construction starts prior to final approval, the project may not be eligibie for
funding under ICAP. Engineering design and other eligible pre-construction costs can be
incurred at the applicant's risk prior to formal approval, However, if for any reason final
approval is not given, these costs may not be claimed for reimbursement.

If you have any questions, please contact Andrew Cathcart, ICAP Director at
(780) 422-1152.

Again, the Government of Alberta is pleased to be able to nominate this very important
project.

Yours truly,

Ed Stelmacq'l
Minister

CC: Distribution

320 Legislature Building, Edmonton, Alberta, Canada T5K 2B6 Telephone 780/ 415-9390, Fax 780/415-9412
Box 451, 4945 - 51 Avenue, Vegreville, Alberta, Canada T9C 1R6 Telephone 780/ 632-6840, Fax 780/632-6888

€} Prntedon recycled paper
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Kneehill Regional Water Committee
Acme, Beiseker, Carbon, Irricana, Linden
Kneehill County and MD of Rockyview
Box 299, Acme, AB TOM OAO
Phone: (403) 546-3783. Fax: {403) 546-3014

March 10, 2003

Ms. C. Parkins

Municipal Services

Alberta Municipal Affairs
17t Floor, Commerce Place
10155 — 102 Street
Edmonton, AB T5J 414

Dear Ms. Parkins:

Re: Kneehill Regional Water Services Commission
Debt Limit

_ The Village’s of Carbon, Acme, Linden, Beiseker, Irricana along with Kneehill
County and the MD of Rockyview have forwarded documentation to Minister Guy
Boutilier for the formation of a Regional Services Commission. The Commission will be
providing potable water from the Town of Drumheller to the above mentioned..
communities.

The group has gone through extensive research and development of the project
with cost reviews of capital and operating requirements. To fund the capital project it is
anticipated that approximately 10,000,000 dollars will have to be debentured. This
amount exceeds the debt limit as stated in the Legislation.

Attached for your review is a breakdown of costs, operating budget and letters of
support from the municipalities. Also included are estimates from a 2002 Capital
Project/Concept Refinement Engineering Report.

The group is in the early stages of development of the project, but the amount of
debt borrowing has to be addressed prior to detailed engineering.



e
»

e ’ Page 2 Appendix C

7
-

Please review the documentation and contact me at (403)391-0270 1f any
questions arise.

Sincerely,
‘Kneehill Regional Water Services Committee

John Van Doesburg
Manager

cc: Bert Jackson, KRWSC Chairman
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FINANCIAL REVIEW
CAPITAL COSTS $28,539,239.00
GRANT FUNDING $19,026,159.33
REMAINING COSTS $9,513,079.67
NET GST $ 856,177.00
TOTAL COSTS $16,369,256_.67
* Annual Debenture Costs $  761,948.00
(25 years at 6.25%)
ANNUAL OPERATIONS
Yearly Debenture ' $761,948.00
Cost of Water 520,958.00
Electrical & Operations 114,356.00
TO'JTAL ANNUAL COSTS

$1,397,262.00

Volume of water first year 127,063 — 1,000,000 gallons per year

Appendix C
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UNICIPAL DISTRICT OF ROCKY VIEW No. 44
911- 32nd Avenue N.E,, Calgary, Alberta T2E 6X6 -
Telephone (403) 230-1401 * Fax (403) 277-5977 -
: Website: www.gov.mdrockyview.ab.ca-
E-mail: comments@gov.mdrockyview.ab.ca

May 21, 2003

Kneehill Regional Water Services Committee - File: 400-17
c/o Village of Acme '

Box 299

Acme, AB TOM 0A0

Attention: Joanne Weller, Chief Administrative Officer

Dear Mrs. Weller:

Re: Kneehill Regional Water Services Committee Request

I am pleased to inform you that after careful review and consideration, Council for the Municipal
District of Rocky View No.,44 has agreed to support the objectives of the Kneehill Regional
‘Water Services Committee (KRWSC) to provide water services to its members.

Furthermore, the Council for the Municipal District of Rocky View No. 44 has approved the
proposed terms contained within the Memorandum of Agreement, which outlines the financial
authority and obligations of the KRWSC and its constituent members. These terms include
borrowing of funds from AMFC over a twenty-five year term at an interest rate not to exceed
8%, that the cost of borrowing for principal and interest be included in the per cubic meter water
sexvice fec levied on its members of the commission and that the annual operating costs be paid
on the metered use of water.

Accordingly, I can confirm that the Municipal District of Rocky View No. 44, represented by the
Reeve and Chief Administrative Officer, will sign the Memorandum of Agreement once it has
been executed by the other parties. ‘

Yours truly,

Brian Chambers
Chief Administrative Officer

BC:wga

TOTAL P.B2
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Kneehill County
232 Main Street
Post Office Box 400
Three Hills, Alberta
TOM 2A0

April 30, 2003

Kneehill Regional Water Committee
C/O Joanne Weller

Box 299

Acme, AB TOM 0A0Q

Re: Memorandum of Agreement — Kneehill Regional Water Services Commission

Please be advised that the Kneehill County Council authorized the Reeve and Chief

Administrative Officer to sign the Memorandum of Agreement on behalf of Kneehill

County between the Kneehill Regional Water Services Commission and the partlmpatmg
. municipalities at their April 22, 2003 council meeting.

Kneehill County Council approved the terms of the memoraridum of agreement which
includes borrowing of funds from AMFC over a twenty five year term at an interest rate
not to exceed 8%; that the cost of borrowing for principal and interest be included in the
per cubic meter water service fee levied on its members of the commission and that the
annual operating costs be paid on the metered use of water.

Sincerely,
KNEEHILL COUNTY

e Ml

%,
AN

Gene Kiviaho
C.AQ.

Cec: Ken Hoppins, Reeve
Kneehill County

Phone 443-5541 Calgary 263-8118 Fax No. 443-5115 email: kneehill@telusplanet.net
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 VILLAGE OF LINDEN

Box 213 Linden, Albérta TOM.1J0 Ph. (403) 546-3888 Fax (403) 5462112

May 14,2003 7 FAXED

Kneehill Regional Water Comm1ttee
c/o Joanne Wellex |

"Box 299 - S

Acme, AB TOM OAO

- RE Memorandum of Agrccment Kneehill chlonal Water Servu:es Commlssmn

This lettcr isto adv13e that at the Apnl 28 2003 Vﬂlagc of Lmdcn regula:r Councﬂ meetmg a
~motion- ‘was passed to.authorize Mayor Amwn Hovde and Mummpal Administrator Tammie
Dick, on behalf of the Vlllage of Linden; to srgn ‘the Memomndum of Agreement between: the :
Kneehill Regwnal Water- Serwces Comnussxon and the pamclpatmg mumcupahtlcs RN

Counml'approved thc ferms: of thc Memorandum of Agreement thai mclude bonowmg of funds
from the Alberta Munmpal Fmancmg Corporatmn overa twenty-ﬁve year period in annual
installments, at an iriterést rate not to: exceed cight percent (8%) per anmirn, paid. annually; that

_the cost of borrowmg for principal and’ mterest bé included in the per cubic meter water service

fce Icvu:d on its members of the commnssmns and that the annua] opcratmg costs be-paid on'the ~
metcrcd use of the water. : :

~ We trost that thls ‘s_hall;fnow_al,lb?v_}th'c-ji'_robé'sis" for the formation of the commission to proceed.

Sincerely, o - - N

Municipal Administrator
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VILLAGE OF ACME

Box 299, Acme, AB TOM 0A0
Phone (403) 546-3783  Fax (403) 546-3014

April 22, 2003

Kneehill Regional Water Committee
c/o Joanne Weller

Box 299

Acme, AB TOM OAO

Re: Memorandum of Agreement — Kneehill Regional Water Services Commission

. Please be advised that the Village of Acme Council authorized the Mayor and
Chief Administrative Officer to sign the Memorandum of Agreement on behalf of the
Village of Acme between the Kneehill Regional Water Services Commission and the
participating municipalities at their April 14, 2003 council meeting.

The council approves the terms of the memorandum of agreement which includes
borrowing of funds from AMFC over a twenty five year term at an interest rate not to
~exceed 8%; that the cost of borrowing for principal and interest be included in the per
cubic méter water service fee levied on its members of the commission and that the
annual operating costs be paid on the metered use of water.

Sincerely,
VILLAGE OF ACME




OFFICE OF MAYOR AND MUNICIPAL ADMINISTRATOR

NV'I) | ~ VILLAGE OF BEISEKER "

§ E % P.O. Box 349 + Beiseker, Alberta TOM 0G0 email: beiseker@cadvision.com
/vpig‘\ Tel. (403) 947-3774 + Fax (403) 947-2146 www.beisker.com

April 29, 2003

Kneehill Regional Water Committee
c/o Joanne Weller

Box 299

Acme, AB TOM OAQ

Re: Memorandum of Agreement — Kneehill Regional Water Services Commission

Please be advised that at the regular meeting of Council held on April 28, 2003, the
Village of Beiseker Council by Council Resolution #2003-35 authorized the Mayor and
Chief Administrative Officer on behalf of the Village of Beiseker to sign the
Memorandum of Agreement between the Kneehill Regional Water Commission and the
‘participating municipalities

Council approves of the terms of the Memorandum of Agreement which includes the
borrowing of funds from AMFC over a twenty five year term, at an interest rate not to
exceed 8%; and that the cost of borrowing for the principal and interest be included in the
per cubic meter water service fee levied on its members of the commission and that the
annual operating costs are to be paid on the metered use of water.

Yours very trﬁly,' -
VILLAGE OF BEISEKER
Per:

Rufh Cgpeland-Brunelle,
Chief Administrative Officer

frec



| Appondixc | =

T
AR

V0SS TR 60D

‘olev s86 " {IOA A8 IN3S

ALt GEB

v/ 4 30vd ‘4524 E0-2Z-vay



T

CARB@N Box 249, Carbon, Alberta, TOM OLD

Appendix C

ILLAGE ~rue Tel: (403)572-3244 Fax: (403)572-3778

- VALLEY

April 21, 2003

Kneehiil Regional Water Services
c/o Village of Acme

Box 299

Carbon, AB

TOMOLO

RE: Memorandum of Agreement

The Village of Carbon Council has authorized the Mayor and CAO to sign the
Kneehill Regional Water Services Commission Memorandum of Agreement
outlined as follows:

1. The Board of Directors of the Commission are hereby empowered and
authorized to borrow by way of debenture or credit and security of the
Commission at large, sufficient funds to complete the construction of the
Regional Water Transmission Line )

2. The debentures shall be issued in such a manner that the principal and
interest will be combined and made payable, as nearly as possible, over a
period of twenty five (25) years, in accordance with the schedule attached
and forming part of each debenture.

3. There shall be a per cubic meter water service fee established and levied
upon Carbon, Linden, Acme, Beiseker, Irricana, Kneehill and Rockyview
based on actual metered use which will be sufficient to provide annual
funds to pay for the principal and interest due in such year on such
debentures as part of the annual operating cost.

4. The communities of Carbon, Linden, Acme, Beiseker, Irricana, Kneehill
and Rockyview shall pay on metered use of water for annuai operating
costs. It is agree that the water service charge based on cubic meter of
water may change in the future so it is based on actual water volume of
water used.

5. This agreement may be amended by mutual consent of all the parties.

Please contact our office should you require any additional information.

Yours truly, _

ﬁju.t.u (Lﬂzﬁ
| aufie Watt

Municipal Administrator

e-mail; vlcarbon@telusplanet.net Www_wjldros'e_ab.cafcarbon
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)( ucture Canada - Alberta Program
| . Programme Infrastructures Canada - Alberta

July 11, 2003

' File No. 8600-CA-16

Ms. Joanne Welier .

Chief Administrative Officer
Village of Acme
P.O. Box 299

Acme, Alberta TOM QAO

Dear Madam:

Re:_Infrastructure Canada-Alberta Program '

| am pleased to advise that the Kneehill Reglonal Water Line - 2002 has been
approved.

It is important to note that all approvals granted are subject to the following:

+* All relevant provisions of the Infrastructure Canada-AIberta Program Agreement
and all provisions of the Confribution Agreement to be signed between Alberta
and the Village of Acme.

o All applicable provincial and federal laws, regulations, standards, approvals or
other requirements which must be met and complied with by the Village of Acme.

» All projects must comply with the Canadian Environmental Assessment Act
mitigation measures as per the attached correspondence.

¢ All public information material related to calls and fenders for projects receiving
funding under this Agreement shall clearly and prominently indicate that such
funding was provided under the terms of the “Infrastructure Canada-Alberta
Program Agreement”.

¢ All Applicants are required to publicly tender their infrastructure project, unless
pnor approval has been given by the Program Secretariat to do otherwise.

. The staging and financial management of the project is the responsublllty of the
Village of Acme and must be managed in a manner which recognlzes the cash
flow available from the Program in any given fiscal year.

} ... PAGE 2
Abera Canadi

GOVERNMENT OF ALBERTA

Infrastructure Program Office
2nd Floor, Twin Atria |, 4999 - 98 Avenue, Edmonton, Alberta T6B 2X3
Telephone: (780) 422-1151 Fax: {780) 427-5605
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VILLAGE OF ACME
JuLy 11, 2003 PAGE 2

« The Infrastructure Canada-Alberta Program Management Committee reserves
the right to audit the expenditures made against any project. For this purpose,
records must be retained at a minimum until the later of March 31, 2007 or three
years after financial accounts for the project are closed.

« After consultation with Management Commiittee, all public announcements will
be made jointly by the federal and provincial governments and the Village of
Acme,

+ Where Signage is provided by the Program Secretariat, the Village must install,
maintain and remove the Signage at their expense.

We have enclosed three Claim Forms which are to be used when sending in your
project expenditure claims. Expenditure claims should not be submitted more
frequently than once a month. Final expenditure claims, along with the Final Report,
are required within 60 days of the project completion.

Yours sincerely,

/

Andrew Cathcart
Director, Program Secretariat

AC/st
cc: John Van Doesburg
Enclosures: Project Decision Notice
Claim Forms
CEAA Correspondence
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Appendix C

AR24135

ALBERTA
MINISTER OF MUNICIPAL AFFAIRS

Office of the Minister
MLA, Fort McMurray

October 1, 2004

Mr. Robert Jackson

Chairman

Kneehill Regional Water

. Services Commission
Box 592

Acme, Alberta

TOM OAC éf

Dear Jackson:

Thank you for the letter of July 28, 2004, from John VanDoesburg, Administrator,
Kneehill Regional Water Services Commission, requesting a revised debt limit
extension for the commission.

| am pleased to inform you that a revised debt limit extension for Kneehill Regional
Water Services Commission has been approved pursuant to the attached Ministerial
Order No. L:158/04.

The extension allows the commission to borrow up to $15 million to complete
construction of the regional water transmission line. It should be noted that any
additional borrowing by the commission would require my approval until such time as
the commission is within the regulated debt limit.

| wish you every suc in this project.

CC: John VanDoesburg, Administrator
Kneehill Regional Water Services Comrmission

227 Legislature Building, Edmonton, Alberta, Canada T5K 2B6 Telephone 780/427-3744, Fax 780/422-9550
102, 9925 Biggs Avenue, Fort McMurray, Alberta, Canada T9H 152 Telephone 780/790-6014, Fax 780/791-3683
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ALBERTA
MINISTER OF MUNICIPAL AFFAIRS

Office of the Minister
MLA, Fort McMurray

MINISTERIAL ORDER NO. L:158/04

I, Guy Boutilier, Minister of Municipal Affairs, pursuant to section 602.28 of
the Municipal Government Act, make the following order:

That the Kneehill Regional Water Services Commission is
authorized to borrow up to $15,000,000 to complete construction of
a regional water transmission line.

Ministerial Order No. L:094/03 is hereby rescinded.

Dated at Edmonton, Alberta, this day of @f""’é""" , 2004.

St

Guy Boutilier
Minister of Municipal Affairs

227 Legislature Building, Edmonton, Alberta, Canada T5K 2B6 Telephone 780/427-3744, Fax 780/422-9550
102, 9925 Biggs Avenue, Fort McMurray, Alberta, Canada T9H 152 Telephone 780/790-6014, Fax 780/791-3683



Appendix C

'

7 ALBERTA
MINISTER OF MUNICIPAL AFFAIRS

Office of the Minister
MLA, Fort McMurray

MINISTERIAL ORDER NO. L:094/03

I, Guy Boutilier, Minister of Municipal Affairs, pursuant to section 602.28 of
the Municipal Government Act make the following order:

That the Kneehill Regional Water Services Commission is
authorized to borrow up to $11,000,000 to complete
construction of a regional water transmission line.

Dated at Edmonton, Alberta, this day of %@2003.

Guy Boutiiier
Minister of Municipal Affairs

227 Legislature Building, Edmonton, Alberta, Canada T5K 2B6 Telephone 780/427-3744, Fax 780/422-9550
102, 9925 Biggs Avenue, Fort McMurray, Alberta, Canada T9H 152 Telephone 780/790-6014, Fax 780/791-3683
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Part 15.1 of the Municipal Government Act (MGA), in particular Division 3 establishes the statutes
concerning financial matters for Regional Services Commissions. The following are statutes of particular
interest during the inspection:

Operating budget
602.19 — A commission must adopt an operating budget for each calendar year.

Contents of operating budget
602.2(1) - An operating budget must include the estimated amount of each of the following expenditures
and transfers:
a) the amount needed to enable the commission to provide its services;
b) the amount needed to pay the debt obligations in respect of borrowings made to acquire,
construct, remove or improve capital property;
c) if necessary, the amount needed to provide for a depreciation or depletion aliowance, or both,
for any public utility it is authorized to provide;
d) the amount to be transferred to reserves;
e) the amount to be transferred to the capital budget;
f} the amount needed to cover any deficiency as required under section 602.21.

602.2(2) ~ An operating budget must include the estimated amount of each of the following sources of
revenue and transfers:

a) fees for services provided:;

b) grants;

¢) transfers from the commission’s accumulated surplus funds or reserves;

d) any other sources of revenue.

602.2(3) — The estimated revenue and transfers under subsection (2} must be at least sufficient to pay the
estimated expenditures and transfers under subsection (1)

Deficiency

602.21(1) - If the total revenues and transfers of a commission over a 3-year period are less that the total
expenditures and transfers of the commission for the same period, the operating budget for the
commission for the year following the 3-year period must include an expenditure to cover the deficiency.

602.21(2) - If a commission has a deficiency referred to in subsection (1), the commission may, with the
Minister’s approval, spread the expenditures to cover the deficiency over more than one calendar year.

602.21(3) - If the Minister considers it to be necessary, the Minister may establish the budget for a
commission that has a deficiency referred to in subsection (1) for a calendar year, and the budget
a) is for all purposes the commission’s budget for that calendar year, and
b) may not be amended or replaced by the commission’s board.

Borrowing
602.28 — No commission may make a borrowing if the borrowing will cause the commission to exceed it
debt limit, unless the borrowing is approved by the Minister.
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Civil liability of directors

F

unless the borrowing has been approved by the Minister.,

602.3(2) — If subsection (1) applies to more than one director, the directors are jointly and severally liable to
the commission for the amount borrowed,

602.3(3) - The liability may be enforced by action by
a) - the commission,
b) — a member of the commission,
¢} — a taxpayer of a mem ber of the commission, or
d) - a person who holds & security under a borrowing made by the commission.
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.___,rumhel'l;r Customer Number: 6193
MND AVENUE W Invo.ice Number : 10473
DRUMHELLER, AB T0J0Y3 Invoice Date : 07-Dec-2005
Customer P.O. No.

Phone: {403) 823-6300 Fax: (403) 823-7739 Due Date : 07-Dec-2005

KNEEHILL REGIONAL WATER SERVICES COMMISSION

BOX 592

ACME, AB TOM 0AQ

Product Description Quantity Unit Price Amount
MS GST EXEMPT 1.0000 1,200,000.0000 $1,200,000.00

Second instalment capital contribution as per
schedule"c"of water servicg_ agreement dated June
15/05

K.R.W.S.C

E PAID: ecy ¢4

CHEQ NUMBER:

0275 |
e

G/L NUMBER:

’Caﬂaﬁl

PO #;

AFPROVA “MA)
G.S.T. Registration Number : 1069316500RT00?9 E /f

Customer Number : 6193

Customer Name
BOX 592
ACME, AB TOM 0A0

Town of Drumbheller
703 2ND AVENUE W
DRUMHELLER, AB T0J0Y3

2 2LBAwm Q01

: KNEEHILL. REGIONAL WATER SERVICES COMMISSION

Total Gross

$1,200,000.00

G.S.T.

$0.00

Total Invoice

$1,200,000.00

Invoice Number
Invoice Amount
Amount Paid

SE&

10473

: $1,200,000.00



TS .
Kneehill Regional Watsr Services Commission 05 72 g
P.0. Box 582 ppen ix E
i A Alberta TOM 0A0 -
/ “Tel. (403) 546-2783 DATE i C?D ] .‘ZM zL ) O SY s
oo #¢-2005
P ‘
v 290,00k
PAY to ‘("‘n SIS (‘\g‘ b‘rh. rrolley J $ L .O ‘ 3¢-2005
the geder of
e e (G i
_Uno v\l . Bon hu na(%d/t kx&k L clallars % poLLARs (D
il Reyional Water Services
= ATB FlnanC|a| SGH Rapion 4
104 CENTRAL AVE. E.
LINDEN, ALTA. .TOM 140 . . ~
PER QU _ﬂj. &_/Q—QJL/ -
wQ00570™ 1207539w 2458 LOLSEB 7w 2h
Date Description Amount Quantity : Unit Price Amount
BALANCE FORWARD 1200000.00 1.0000 1,200,000.0000 $1,200,000.00
L1 D _KRWS.C
A7
f// ‘
NUMBER:
G/L NUMBER:
PO# C
APPROVAL: - i Total Grpss $1,200,000.00
; GST. $0.00
ﬂ/g W Zﬁmz/ MM ! Total Invoice $1,200,000.00
ly 27 n /éym/ o~
& \7/’7 1/ A e oo oomse o oTATRSToSSoSSRTETTToSoSSSsSTETIoIITTY TIALADT
f) ﬂ 200 - ok A»M//}// n with your payment
# 600,010 f0 Le-
WSS Jn  Drusmdel] 4 : Invoice Number 10473
Lcker /Z'/f 1SSION Invoice Amount : $1,200,000.00
‘ Amount Paid :
6.00 0.00 1200000.60 0.00 1200000.00 :
CUR 60 | !
RenT | w0e0| e |  overso | Do
0.60 0.00 0.00 0.00
OVER 180 OVER 365
GST Registration No.  106930100RT0001
96
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WATER SUPPLY AGREEMENT

KNEEHILL REGIONAL WATER SERVICES COMMISSION

(“THE COMMISSION”)
- and -
TOWN OF DRUMHELLER
(“THE TOWN”)
Introduction:
1. The Town currently manages the distribution, treatment and transmission assets of The

Town of Drumheller Water Department used to provide water service to customers,
including regional customers.

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

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

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

1. Definitions

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

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

(b) Agreement means this Water Supply Agreement including the Introduction
clauses, all attached Schedules and all documents produced or delivered
according to the terms of this Agreement;

(c) Annual Quantity means for each calendar year the quantity of Water for that
‘ q
year determined according to the provisions of Part 1 of the attached Schedule
CI‘-A,,; .

Page 1
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Appendix E

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

Commission means a regional services commission as defined by the Municipal
Government Act as defined by Part 15.1;

Commission’s Boundaries means the aggregate of:

1) the legal municipal boundary of those members of The Commission that
are urban munictpalities;

i1) the boundary of that area of those members of The Commission that are
rural municipalities as shown in the attached Schedule “B”;

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

Cross Connection means any physical connection to The Town’s or The

Commission’s Watermains whereby Water may become contaminated,

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

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

Meter means the consumption measuring device owned by The Town which is
located in a Meter Chamber;

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

ML means one million (1,000,000) litres;
Normal Domestic and Municipal Purposes means the use of water for the

purposes of human consumption, sanitation, fire prevention and watering animals,
gardens, lawns and trees. '

Page 2
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Appendix E

Peak Hour Draw Rate means the greatest quantity of Water delivered to
Commission in a single hour;

Points of Delivery means the places described in the attached Schedule “D”
where Water 1s sold and delivered to The Commission by The Town;

Rate means the price for Water established from time to time according to the
provisions of the attached Schedule “E”;

Schedules means those Schedules attached hereto which form part of this
Agreement including:
Schedule “A” - Part 1 — Annual Quantity
Part 2 — Maximum Daily Quantity
Schedule “B: - The Commission Boundaries
Schedule “C” - Capital Contribution
Schedule “D” - Points of Delivery and Meter Chambers
Schedule “E” - How the Rate is Determined
Schedule “F” - Parties to Whom the Commission May Resell Water
Outside of the Commission Boundaries
Schedule “G” - Dispute Resolution Process
Schedule “H” - Map showing Town Limits
Schedule “I” - Map showing Water Transmission Main and Water
Chamber Meter ' ‘

Town’s Representative means a designated official of the Town;

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

Watermain means a water pipe line under pressure used to supply or deliver
Water.

General Terms

(@)

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

(i) The Town shall consult with The Commission, in respect of any proposed
assignment in order to obtain The Commission’s views and comments in
respect of the assignment;

(11)  notwithstanding the provisions of paragraph 12(a) of this Agreement, if
The Commission advised The Town in writing during the consultation
provided for in paragraph 2(a)(i), above, that The Commission was
opposed to the proposed assignment and The Town assigns the Agreement

Page 3
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(©)

(d)

(e)
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to a third party, The Commission may terminate this Agreement on five
(5) years written notice to The Town and the third party provided that such
notice is received by The Town and the third party within six (6) months
of The Town providing written notice to The Commission that The Town
will be assigning this Agreement to a third party, the written notice from
The Town to The Commission to be provided to The Commission prior to
The Town entering into an agreement to assign this Agreement to the third
party; and

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

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

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

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

The headings are for reference only and will not be used to interpret or construe
this Agreement,

Time is of the essence for every part of this Agreement.

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

To The Town at:

The Town of Drumheller

703 —2°* Avenue West, Drumbheller, AB, TOJ 0Y3
Attention: Chief Administrative Officer
Telecopier / Fax No.: (403) 823-8006

To The Commission at:

Box 592, Acme, AB, TOM 0A0
Attention: Commission Administrator
Telecopier / Fax No.: (403) 546-3014

Page 4
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This Agreement will be governed by and construed according to the laws in force
in the Province of Alberta.

All changes of gender and number will be made where required.
The Effective Date of this Agreement is upon execution.

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

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

The specific values / numbers as noted in Schedule “A” and “D” shall be inserted
into the agreement on completion of The Commission’s and The Town’s
engineering studies. The Deadline for the completion of the information shall be
December 31, 2004, '

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

Obligations of the Parties

(@)

(b)

(c)

(d)

The Town agrees to sell and deliver Water to The Commission at the Points of
Delivery and to meter the Water supplied to The Commission according to the
terms of this Agreement, 4

The Commission agrees to buy and accept delivery of Water from The Town at
the Points of Delivery according to the terms of this Agreement.

Subject to the exceptions in clauses (d) and (e) below, The Commission, during
the term of this Agreement, shall obtain all of its Water requirements from Th
Town. '

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

Page 5
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Where the quantity of Water that will be required by The Commission will exceed
the Annual Quantity, The Town shall firstly be given the opportunity to supply
the additional quantity of Water required above the Annual Quantity (the
“Additional Quantity”). Should The Town decline to supply the Additional
Quantity, The Commission may use an alternate source to supply the Additional
Quantity and shall not be required to purchase the Additional Quantity from The
Town should The Town in future be able to supply the Additional Quantity.

The Commission will provide The Town with such information as The Town may
reasonably request from time to time in respect of The Cornmission’s actual
consumption of Water.

The Town will use Commercially Reasonable Efforts to:

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

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

(1) avoid situations where it is unable to supply to The Commission
the quantity of Water required by The Commission.

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

The Commission will pay for all Water measured by The Town at the Points of
Delivery.

The Commission will pay for all Water at the Rate established and in effect from
time to time in accordance with Section 4 herein and the attached Schedule “E”.

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

Subject to paragraph 3(m), The Commission may buy untreated water from
sources other than The Town.

Page 6
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The Commission will only sell Water bought from The Town for the sole purpose
of distributing the Water:

(1) within The Commission Boundaries; and
(i)  to customers outside of The Commission Boundaries that are identified in
the attached Schedule “F”.

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

The Commission and The Town will not allow or permit any Cross Connections.

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

The Commission shall be responsible for obtaining the required Provincial
approval to authorize withdrawal of water from the Red Deer River.

Annually, by November 1%, The Town shall forward to The Commission, the
Rates to be charged for Water supplied by The Town under this Agreement to
become effective on January 1% of the following year.

The Rates to be charged shall be calculated in accordance with the provisions of
Schedule “E” of this Agreement.

Costs of Construction of Watermain Within Town Limits

(a)

That the Commission shall construct at its own cost an 18-inch diameter
watermain from the Drumheller tie-in on 4™ Avenue South West to the Town
limits and further shall construct a water meter chamber at the reservoir site near
Town limits, all in accordance with Town standards and specifications and as
shown on the map attached as Schedule “I” to this Agreement, which costs shall
be borne by the Commission, with no costs attributable to the Town.

Page 7
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That the Commission shall: design; prepare plans and specifications; provide
material, equipment, tools and labour; construct; inspect; test; pressure test;
leakage test; disinfect; flush and put into operation; all in accordance with Town
standards and specifications, and at the sole risk and expense of the Commission
with no cost to the Town the following:

i) The 18-inch diameter watermain from the point of connection with the Town
water system at 4™ Avenue South West in the Town of Drumbheller, to the end

of the line; and
i) The water meter chamber at the Commission reservoir site west of Town

limits;

As shown on Schedule “T” attached hereto and such construction shall be
completed by December 31, 2004,

Ownership of Watermain and Water Meter

(@)

That all title and ownership to both the 18-inch diameter watermain from 4%
Avenue South West to the existing Town limits and the water meter including but
not limited to meters; pipe; valves; fittings; appurtenances; controls; telemetry
system and flow recording equipment; land, easements and rights-of-way; all
associated with the construction of the aforesaid watermain and the water metet,
shall be transferred to the Town, at no cost to the Town, upon occurrence of all
the foltowing events:

® The completion of construction of the 18-inch diameter watermain and
water meter chamber; and

(i)  The lapse of a period of at least One (1) year from the date of issnance of a
construction completion certificate by the Town to the Commission; and

(ii))  The expiry of any and all maintenance periods in existence as between the
Commission and the contractor or contractors constructing the aforesaid
watermain and water meter chamber; and

(iv)  The fulfillment of any terms of any maintenance agreement in existence as
between the Commission and the contractor or contractors constructing the
aforesaid watermain and the meter chamber; and

(v)  The testing by the Commission to Town standards and specifications of the
aforesaid watermain and water meter chamber, the results of which testing
shall be to the satisfaction of the Town Engineer; and

(vi)  The cotrection, modification, or alteration by the Commission of any
deficiency disclosed by the aforesaid testing, which corrections,
modifications, or alterations are deemed necessary by the Town to the
aforesaid watermain and meter chamber and which corrections,
modifications, or alterations shall be completed by the Commission at its
own risk and expense and to the satisfaction of the Town Engineer; and

(vii)) The 1ssuance of a final acceptance certificate by the Town to the
Commission.
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That upon the happening of any annexation of any lands or any portion of lands
lying west of the present and existing boundary of the Town, the Town shall have
the option to assume ownership and control of any portion of the 18-inch diameter
watermain lying within the area so annexed and any portion of the said watermain
shall be provided to the Town at no cost to the Town.

That all title and ownership to land, easements and right-of-way associated with
the watermain lying within the area so annexed shall be transferred to the Town

upon the Town assuming ownership and control.

That the Commission at its own risk and expense will be responsible for:

i) the control, operation and maintenance of the 18-inch diameter watermain -
and water meter chamber that is not under ownership and control of the
Town,; and )

ii) all necessary alterations, renewals, additions, repairs and changes to the

18-inch diameter watermain lying west of the boundary of the Town.

That the Commission shall obtain and secure to the satisfaction of the Town all
necessary easements; rights-of-way; land purchases; line assignments; all
indemnification agreements; permits; development permits; building permits;
licenses; and all other approvals; as may be required by any authority having
jurisdiction or any control agency or owner or from any other source, to construct
the 18-inch diameter watermain from the point of connection to the Town water
system at 4" Avenue South West to the water system belonging to the
Commission, including but not hmited to the access road, fencing, gate and
telemetry system at the water meter chamber.

Metering and Supply

(2)

(b)

(©)

(d)

(€)

The Commission shall construct Meter Chambers at each Point of Delivery
described in the attached Schedule “D”.

The Commission will care for, keep safe, maintain, repair and replace all Meter
Chambers.

The Meter Chambers are The Commission’s property and all Meters are The
Town’s property.

The Town and The Commission may agree to additional Points of Delivery and if
they do, then Schedule “D” will be amended.

Any additional Points of Delivery and required Meter Chambers will be
constructed by The Commission at its expense and will be The Commission
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property, provided that all Meters will be purchased and installed by The Town at
its expense and will be The Town’s property.

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

(1) required solely for The Commission, will be completed at The
Commission’s expense, and;

(i)  required solely for The Town, will be completed at The Town’s expense.
The Town will care for, maintain, repair and replace the Meters.

Once every three years, The Town will test all Meters for accuracy. The ToWn
will pay for these tests.

After notifying The Town in writing, The Commission may require The Town to
have a Meter tested for accuracy.

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

L) by using any check measuring equipment if installed and if accurately
registering within the Agreed Variance.

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

(1) by estimating the volume based upon deliveries under similar conditions
during a period of time when the Meter Chamber and Meter were working
accurately.

Where a test (other than a tri-annual test) indicates that the accuracy of a Meter
exceeds the Agreed Variance, The Town will pay for the test. Where a test (other
than a tri-annual test) does not indicate that the accuracy of a Meter exceeds the
Agreed Variance, The Commission will pay for the test.
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The Commission will allow The Town reasonable access to all Meter Chambers
at reasonable times for the purposes of performing its obligations to care for,
maintain, repair, replace and test the Meters.

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

That upon completion of construction of the 18-inch diameter watermain and
water meter chamber the Commussion shall provide to the Town, at no cost to the
Town, as-built drawings of that portion of the construction lying within the
existing Town limits. The Commission shall update existing and adjoining block
profile drawings affected by the new construction by the Commission within the
existing Town limits.

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

In an effort to preserve tourism and the environment immediate to Drumbhelier,
the Commission shall be prohibited from supplying water to any consumer for
confined feeding operation purposes within fifteen kilometres from the Town
Limits without prior written approval from the Town.

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

That the Commission shall be responsible for ensuring chlorine residuals in the
water supply to all of the Commission’s water consumers are in accordance with
the requirements of the Province of Alberta.

The Town adds fluorine to the water within the Town water system and the

Commission shall accept the water so fluoridated and shall have no right of appeal
or objection from any party receiving such water under this Agreement.
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Repairs, Maintenance and Replacements

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

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

(¢)  During periods of interruption or curtailment provided for in paragraph 8(a),
above, The Town may reduce the level, quality or quantity of service provided to
The Commission under this Agreement, provided that The Town shall treat all of
its customers affected by the interruption or curtailment, including The
Commission, fairly, equitably, and without preference, consistent with any
operating constraints then in effect. The Town and The Commission shall use
Commercially Reasonable Efforts to keep each other apprised of and up-to-date in
respect of the relevant circumstances during each interruption or curtailment.

Reduced Availability of Water

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

Force Majeure

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

(a)  For the purposes of this Agreement, “force majeure” shall mean any cause not

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

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

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

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

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

Liability, Damages and Mutual Indemnity

(2)

Unless the cause is proven to be due directly to the negligence of The Town, its
employee’s or agents, The Town will have no liability to The Commission
whatsoever for any damage, loss, cost or expense resulting from, arising out of or
associated with:

(1) a break of any Watermain, service pipe or collapse of any ditch or trench.
(i)  the interference or suspension of the supply of Water due to maintenance
work to, repair work to or replacement work for The Town’s water system

or an emergency situation regarding any part of The Town’s water system,
and

(i1)  any accident to or failure of any part of The Town’s water system;
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Notwithstanding any other provision of this Agreement, neither The Commission

nor The Town will be liable to the other for (i) any losses or costs arising from e

third party claims or causes of action, including claims or causes of action of the
other’s customers or for (ii) any indirect, consequential or punitive damages,
including loss of profits or revenues or other similar damages.

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

12. Termination, Arbitration and Remedies

(2)

(b)

(©

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

If a dispute arises between The Commission and The Town regarding the
interpretation, application, operation or breach of this Agreement or any part of it
the dispute must be submitted to the dispute resolution process described in the
attached Schedule “G” before either party may take any other action or step or
pursue any available remedy in relation to the dispute regardless of whether such
action, steps or remedy involves the courts, the Alberta Energy and Utilities
Board or any successor tribunal or entity, provided however that either party may
file a complaint or other document required to be filed with the courts, Board or
any successor tribunal or entity and take any other action or step prior to
submitting any dispute to the dispute resolution process if such filing, action or
step 1s necessary to preserve its right to pursue the dispute in the event that the
dispute resolution process is unsuccessfil in resolving the dispute.

Notwithstanding that the dispute resolution process is involved, the parties will
continue to perform their obligations described in this Agreement until such time

as the dispute resolution process is complete.

Subject to paragraph 12 (b), if a party breaches this Agreement, then the other
party will have all available legal, equitable and other remedies.
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Strategic Planning and Consultation

(@)

(b)

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

(1) three representatives of The Commission;

(i)  up to three representatives of The Town.

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

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

(ii)  the role of the chair for each meeting will be rotated alternatively between *
The Town and The Commission; '

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

The mandate of the Joint Steering Commuttee is to:

(1) enhance communications between and among The Town and The
Commission.

(i)  analyze and improve operations under this Agreement;

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

(iv)  provide a forum for the discussion of issues respecting Annual Quantity
determinations under Part I of the attached Schedule “A” and any other
concems respecting the purchase, supply and delivery of Water;

provided however that it shall not be necessary for The Town or The Commission
to take any dispute to the Joint Steering Committee prior to submitting the dispute
to the dispute resolution process in accordance with section 12(b) of this
Agreement. In order to carry out its mandate, the Joint Steering Committee may
delegate tasks to sub-committees. The sub-committees may be composed of
people who are not members of the Joint Steering Committee.
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In witness whereof the parties have signed this Agreement to be effective from
and after the Effective Date.

THE TO DRUMHE

/ ,y/ (A

Per:

Date! _Teine 16200y \

'KNEEHILL REGIONAL WATER SERVICES
COMMISS IZ/
Per: _- .\J{M :
/
Per: AAdg 8 8 024D
55

Tl v, 00

CAO:

Date:
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SCHEDULE “A”

PART 1
ANNUAL QUANTITY

Subject to section 2 of this Schedule, The Commission and The Town agree that the
Annual Quantity of Water for each of the followmg years shall be the quantity set forth
opposite that year:

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

(2)

(b)

(c)

Prior to October 1% in each year of this Agreement, The Commission will provide
to The Town:

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

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

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

1f The Town agrees with the quantity proposed by The Commission as the Annual
Quantity of Water for each calendar years as set forth in a forecast, those
quantities will become the Annual Quantity of water for each of those calendar

years.
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If The Town does not agree with the quantity proposed by The Commission as the
Annual Quantity of Water for any calendar year as set forth in a forecast, The
Commission and The Town will work together in good faith to reach agreement
on the quantity that will be the Annual Quantity of Water for each of the years

covered by the forecast.

Unless and until The Commission and The Town reach agreement on a different quantity
as the Annual Quantity of Water for a calendar year pursuant to section 2 of this
Schedule:

(@)

(b)

in the case of a calendar year set forth in section 1 of this Schedule (a “Scheduled

Year”):

(1)

(i)

if The Commission and The Town have not agreed pursuant to section 2
on a quantity to be the Annual Quantity for than Scheduled Year different
that the quantity set forth in section 1, the Annual Quantity will be the
quantity set forth opposite the Scheduled Year in section 1; or

if The Commission and The Town have agreed pursuant to section 2 on a
quantity to be the Annual Quantity for that Scheduled Year different than
the quantity set forth in section 1, the Annual Quantity will be the quantity
last agreed on by The Commission and The Town for that Scheduled
Year; '

in the case of a calendar year after the last Scheduled Year (a “Non-Scheduled

Year™):

®

(1)

(iii)

if The Commission and The Town have not agreed pursuant to section 2
on a quantity to the Annual Quantity for that Non-Scheduled Year, the
Annual Quantity will be the quantity set forth opposite 2008 in section 1
of this Schedule;

if The Commuission and The Town have agreed pursuant to section 2 on a
quantity to be the Annual Quantity for that Non-Scheduled Year, the
Annual Quantity will be the quantity last agreed on by The Commission
and The Town for that Scheduled Year;

1f The Commission and The Town have agreed pursuant to section 2 on a
quantity to be the Annua] Quantity for a Non-Scheduled Year but have not
agreed on the quantity to be the Annual Quantity for the Non-Scheduled
Year in question, the Annual Quantity for the Non-Scheduled Year in
question will be the quantity for the last Non-Scheduled Year for which
they reached agreement unless and until The Commission and The Town
reach agreement on a different quantity for the Non-Scheduled Year in
question pursuant to section 2.
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For greater certainty, each of The Town and The Commission shall act reasonably in
preparing and reviewing each forecast, and in all discussions and negotiations in relation
to each forecast and the establishment of an Annual Quantity of Water for each year. The
Commuission shall use commercially reasonable efforts in the preparation of each forecast
to ensure to the extent reasonably possible that it is not over-estimating or otherwise
inflating its Water needs. The Town shall exercise sound engineering judgement and,
where appropriate, consult with The Commission when reviewing the technical aspects of
The Commission’s forecast. The parties expressly and explicitly acknowledge and agree
that it would be reasonable for The Town to refuse to agree to the quantity proposed by
The Commission for any bona fide reason, including any bona fide economic, legal,
regulatory, technical or engineering reason, but that it would be unreasonable and
improper for The Town to refuse to agree to a quantity proposed by The Commission
primarily for the purpose of limiting or otherwise controlling the growth of residential,
commercial or industrial development within The Commission’s Boundaries.

Maximum Quantity

The Maximum Annual Quantity of water to be allocated from the Town’s water system
to the Commission shall be 3,000 (dam’) or 3,000,000 m’ as referenced in the Urban
System Report dated June, 2000.
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SCHEDULE “A”

PART 2
MAXIMUM DAILY QUANTITY

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

Maximum Daily Quantity = (AQ/365) x 1.8

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

The Commission and the Town have reviewed the Capital upgrades undertaken by the Town of -
Drumheller to produce and deliver water. The calculation follows the terms as stated in the
American Water Works Association (AWWA) manual of practice dealing with water rates and
charges as reviewed and updated from time to time and in accordance with the findings and
directives of the Alberta Energy and Ultilities Board.

It has been determined that the Capital Contribution for the amount of water required in the
agreement for the Commission is $2,400,000.

The Commission will on January 1, 2005, provide a payment of $1,200,000 as its first payment
to the Town of Drumheller for the Capital Contribution.

At the end of the project or by December 31, 2005, the Commission will forward a final
settlement of monies as determined by the grant allocation and final construction costs.

CALCULATION OF CAPITAL COST TO WATER RATE

The capital cost component of the water rate will be determined by the amount of capital cost
contribution as per the calculation of the Campbell Ryder Report of 2004. The Commission and
the Town will review the final capital cost contribution and if agreed the outstanding capital
contribution will be included in the water rates in accordance with Schedule “E”.

ACKNOWLEDGEMENT OF CAPITAL CONTRIBUTION

The Town acknowledges the capital contribution of the Commission made to the Town for the
supply of water.
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SCHEDULE “D”
POINTS OF DELIVERY AND METER CHAMBERS
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SCHEDULE “E”
HOW THE RATE IS DETERMINED

HOW THE RATE IS DETERMINED

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

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

Notwithstanding anything contained in this Schedule or in the Agreement (to which this
Schedule 1s attached), the principles and practices used to determine Rates may be
changed as a result of negotiated agreement between The Town and The Commission or
as a result of either party exercising its rights under the applicable legislation in effect at
that time.

MINIMUM SALES CALCULATION

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

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

Actual sales volumes and in the interim period of the phasing of The Commission water
line predicted volumes of water be used as a base for the calculations.
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SCHEDULE “F” AS AMENDED
PARTIES TO WHOM THE COMMISSION
MAY RESELL THE TOWN'S WATER
QUTSIDE OF THE COMMISSION BOUNDARIES

Corporate Boundaries of the Hamlet of Kathryn IN AN AMOUNT NOT
EXCEEDING 2,200 m® (TWO THOUSAND TWO HUNDRED CUBIC METRES)
per day. :

KNEEHILL REGIONAL WATER SERVICES
COM ol

.
s

Per: - ~

Per: ﬁ%\
CAO: ; Z %/.
Date:l/ﬂgﬂéﬁﬁof
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SCHEDULE “G”
DISPUTE RESOLUTION PROCESS

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

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

2. Failing successful negotiation they will resort to mediation as follows:
{(a) Either party may give written notice to the other, request that the parties select a

(b)

(©

(d)

(e)

(0

(8)

mediator. The parties shall endeavour to select a Mediator agreeable to both from
a list of suitable mediators maintained by the Alberta Arbitration and Mediation
Society.

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

Subject to paragraph 12(b) of the Agreement, for a 45 day period of time from the
written notice requesting the selection of a mediator, neither The Commission nor
The Town will take any action or step or pursue any available remedy other than
to use its commercially reasonable efforts to participate in the mediation process.

The cost and expense of the Mediator and the mediation process will be paid for
equally by The Commission and The Town.

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

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

Should the parties fail to agree on a mediator under sub clause a) within a period
of 21 days from the date of written notice, a mediator shall be appointed by
Alberta Municipal Affairs or failing them the Alberta Arbitration and Mediation
Socilety or its successor in kind.
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SCHEDULE “1”
MAP SHOWING WATER TRANSMISSION MAIN AND
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ENVIRONMENT

//
- Akberia
.

LICENCE TO DIVERT WATER
PROVINCE OF ALBERTA
WATER ACT, R.S.A. 2000, c.W-3, as amended

LICENCE NO.: 00234476-00-00
FILE NO.: 00193242
PRIORITY NO.: 2003-11-28-001

EFFECTIVE DATE: _Qctober 3, 2006

EXPIRY DATE: October 2, 2031

SOURCE OF WATER: Red Deer River (through the works of the Town of Drumhelier)

POINT OF DIVERSION: SE 01-029-20-W4

LICENSEE: Kneehill Regional Water Services Commission

Pursuant to Division 2, of Part 4, of the Water Act, R.S.A. 2000, c.W-3, as amended, a licence
is issued to the Licensee to:

operate a works and to divert up to 2,350,000 cubic metres of water annually at a maximum
rate of diversion of 0.075 cubic metres. per second from the source of water for the
purpose(s) of municipal

subject to the attached terms and conditions.

Designated Director under the Act: W{ ,g(/

David L. Ardell, P.Eng.

Date Signed: October 3, 2006

200508-00



Kneehill Regional Water Services Commission

Capital Purchases and Related Funding

Capital Assets @ cost
Land
Engineering structures
Computer equipment
Supervisor Control/Data Acq

Water Capital Contribution Agreement
Town of Drumbheller

Funding of Project:

Capital Contributions - Water System
Capital Contributions - Supply Agreement
Long term debt - prom note

Long term debt - debenture

Under{over) Funding of Project

Appendix F

Total 2006 2005 2004 2003
38,802.00 . - 38,802.00 -
3117890300  423127.00 11,626970.00 1873650800  392.298.00
5,220.00 . - . 5,220.00
150,000.00 . 150,000.00 . .
3137292500  423127.00 11,776970.00  18,77531000 33751500
2,400,000.00 2,400,000.00
3377292500 42312700 14,176970.00 1877531000  397.518.00
(20.380,053.00)  (784,541.00)  (6912,318.00) (12420,825.00)  (262,369.00)
(1,495,200.00) . (1,495,200.00) ] .
. . 50,000.00 . (50,000.00)
(12,158,062.00) : (4,120,562.00) _ (8,037,500.00) .
(34033,315.00) _ (784,541.00) (12,478,080.00) _(20,458,325.00) (312,369.00)

(260,390.00)



COMMISSION FINANCIAL INFORMATION RETURN

FOR THE PERIOD ENDING DECEMBER 31, 2004

Appendix G

Report of Commission Manager

Commission Name: Kneehill Reglonal Water Services Commission

This Commission Financial information Returry, to the best of my knowledge,
is fairly presented and was prepared in compliance with the
accompanying Financial Information Return manual.

Signature m AAM M Dated
/|

v/

Alberta Municipal Affairs
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GREGORY,
HARRIMAN
& ASSOCIATES
PROFESSIONAL ACCOUNTANTS

Karen A. Gregory ' Shelley Harriman
B.A., B.Comm., CA. Certified General Accountant
Professional Corporation Professional Corporation

AUDITORS' REPORT
ON COMMISSION FINANCIAL INFORMATION RETURN

To the Minister of Alberta Municipal Affairs

We have audited the commission financial information return of the Knechilt Regional Water Services
Commission for the period ended December 31, 2004. This financial information is the responsibility of the
commission’s administration. Our responsibility is to express an opinion on this financial information based on
our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether this financial information is
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial information return. An audit also includes assessing the accounting principles used
and significant estimates made by the commission’s administration, as well as evaluating the overall presentation
of the financial information. '

In our opinion, this financial information return presents fairly, in all material respects, the financial position of
the commission as at December 31, 2004 and the results of its financial activities and the changes in its financial
position for the year then ended in accordance with the accounting principles prescribed by the Minister of
Alberta Municipal Affairs as provided for in Section 602.32 of the Municipal Government Act.

1t is understood that this report, as requested by the Minister of Alberta Municipal Affairs, is to be used primarily
for provincial statistical purposes. We have issued an audit report dated April 1, 2005 on the financial statements
of the Kneehill Regional Water Services Commission for the period ended December 31, 2004 and reference
should be made to those audited financial statements for complete information.

Strathmore, Alberta ' Grégor¥, Harriman & Associates

April 1, 2005 : Professional Accountants

Box 2417, 225C Wheatland Trail, Strathmore, Alberta T1P 1K3
Ph; (403) 934-3176 « Fax: (403) 934-3182 * Toll Free: 1-866-934-3176 ¢ Email: mailbox@ gregoryharriman.com
www.gregoryharriman.com
Association of two Professional Corporations that are in the practice of accountancy



COMMISSION
FENANCIAL POSITION

Assets
Cash and Temporary Investments ........cooininenicenn,
Taxes and Grants in Place Receivables
. Current.

. Allowance ......
Receivable From Governments
Loans Receivable
Trade and Cther Receivables ....
Due From General Functions .
Due From Other Funds .............
Inventory of Consumable Supplies ...........cccoeeee
inventories Held for Resale

CLand e
. Other ....coovmieees
Prepaid EXPENSES ...t
Long Term Investments

. Federal Government ...
. Provincial Government ...

. Local Governments .

Capital Property
Other Current Assets ...
Other Long Term Assets ...

Liabifities
Temporary Loans Payable ....
Payabie To Governments ......
Accounts Payable & Accrued Liabilities .....
Deposit LIabilities ...
Due To General Functions ..........ooivenenmsessennes "
Due To Other FUNAS ..o imerereerees st eaiessnas
Deferred Revenue .........
Long Term Debt ...
Other Current Liabilities .
Cther Long Term Liabilities ...

Equity
Restricted Fund Balances..
Unrestricted Fund Balances...........ceeeorens
Total Fund Balances
Unfunded Liabilities

. 0210 5,000

Appendix G

Schedule A

Total
4

70 5,400,015 5,400,085
0
- 0
269,242

5,000
1,673
0

19,167,608

24,574,366

0280 387,806 387,806]
oerrs 0290 o
.. 0300 7,564 3,532,907 3,540,471

0330] - 260,242
.. 0340 3,854

0350 8,087,500

0360

12,679,647

24,568,296{

0
.. D406 -124,912 0 -124,912
-124,912 -124,912

124,912

24,574,366



COMMISSION
FUND EQUITY

Net Revenue (Expenditure)
Net Transfers From / To Reserves Fund
Net Transfers From / To General Functions
Net Transfers From / To Operating / Capital Funds .........
Transfer To Capital: Principal Repayments on LT Debt ..
Appropriated From Beginning of Year Fund Balance.
Other Inter-Furnd Adjustments
Increase (Decrease) in Unfunded Liabilities

Fund Balances 0575
Balance at Beginning of Year ..... . 0580
Prior Period Adjustments ... ... D690

. 0800
0610

Appropriated To Operating Fund

Other AGJUSIMENTS .......co. oo

Operating
1

Schedule B

Total

-112,835

-12,077

Appendix G



COMMISSION
FINANCIAL ACTIVITIES BY TYPE / OBJECT
Operating
Revenues
Taxation and Grants in Place
Property (Net Municipal) ....
Business ..
Business Revutallzabon Zone
Special ...
Well Drilling .......

Local Improvement .........

Mobile Home License Fees ..
Sales To Govemnments ..
Sales and User Charges
Penalties and Costs on Taxes
Licenses and Permits ....................
Fines .. .
Franchlse and Concessuon Conlracts
Returns on Investments
Rentals .
Insurance Proceeds

Capital

Total

Proceeds From Dlsposal of Capital Property
Federal Government Unconditional Transfers .......
Federal Government Conditional Transfers ...........c.cve
Provincial Government Unconditional Transfers .............

Provincial Government Conditional Transfers .................. 1920 2172 1,740 3,912
Local Government Transfers ..., 1930 [
Transfers From Local Boards and Agencies .................... 1940 0
Drawn From Allowances .. 1950

Developers’ Agreements and Levues 1960 [u]

Other Revenues ...

Expenditures
Salaries, Wages, and Benefits .................
Contracted and General Services
Purchases from Govemnments ...........eeevee
Materials, Goods, Supplies, and Ufilities
Provision For Allowances _...........eeeeeines

Transfers to Governments .............

Transfers to Local Boards and Agencies .............cc.coecevee.

Transfers to Individuals and Organizations .
Bank Charges and Short Term Interest ...
Interest on Operating Long Term Debt .
Interest on Capital Long Term Debt ..
Amortization of Capital Property ...

Unamortized Cost of Capital F‘roperty D|sposed

Other EXpenditures ...........cuieaenemmeeiiessesne e

-112,835]

112,835]

Schedule D

Appendix G
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COMMISSION
CAPITAL FUND SUPPLEMENTARY DETAIL Schedule F
Capital Fund Long Term Debt
Principal Principal
Additions Reductions
During Year During Year
1 2
8,037,500/ o
CHANGES IN CAPITAL PROPERTY Schedule G
Balance at
Beginning of Balance at
Year Additions Reductions End of Year
1 2 3 4
Capital Property - Cost 3200
Engineering Structures ... cccvmivnvennrrsevaren,. 3210
BUMINGS oo rrs s sr s st s e s 3220
Machinery and Equipment ... 3230 5,423 ] 203 5,220
LANG cocovorniecsnres e seeeeemensesssssssinssesessss s snssersssessses 3240 0
VEHILIBS ..., 3250 0

Capital Property - Accumulated Amortization :
Engineering Suctures ... cev v, 3280 0
Buildings
Machinery and Equipment ...
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COMMISSION
LONG TERM DEBT SUPPORT Schedule H

Long Term Debt Support

Supported by General Tax Levies
Supported by Spedial Levies ................ R
Supported by Utility Rates ..o "
[0 13 1= TSR PSP SPP SO P S SN

8,087,500

0 8,087,500 8,087,500

LONG TERM DEBT SOURCES Schedule !

Operating Capital Total
1 2 3
Alberta Capital Finance Authority...........occceinion 3500 8,037,500 8,037,500
Province of AIBEIA ... eeeeere et snser e sessee s 3510
Canada Morigage and Housing Corporation .............e.... 3520
Municipal Development and Loan Board ... 3530 50,000
Government of CANA0A ... e 3540
Alberta Mortgage and Housing Corporation ... 3550
Alberta Opportunity Company ... SOOI 1+ ¢
PubliCBond lssue .. SOV O VOO - Y { |
United States Marke! e et ssrarsrenreesemnnet ssrsenrerees 3OO0
EUropean Market ... 3590
MOFgage BOMOWING ........cciemma oot e ssmssss s 3600

ST oo vesssssmmsmssssssersse s mesessrsssmssssssnssssceesce. S0 10

[=]

=]

gt
o
=]
o
[=]

_OODQDOOO

FUTURE LONG TERM DEBT REPAYMENTS Schedule J

Operating Capital Total

Princlpal Repayments by Year
Current+ 1.
Cument + 2 ......ciimenenene
CUTENE + & crvvocvceeamerestsarimmesseassameoone
CUIMENE+ 5 .ivvrereeieememssirrnm st
AT L= TS SRR R L AL

69,382 69,382
195,262 195,262
154,377 164,377
164,066 164,066
174,361 174,361
7,330,052

Interest by Year 378 5 :
CUITENE + 4 e casrsrrirasrss e rerererairenneee S190 248,359 248 359

... 3800 490,220 490,220
.. 3810 481,103 481,103
.. 3820 471,416 471,416
... 3830 461,118 461,118
... 3840 5,697,312 697,312

Current +2 ...
Current + 3
GUITEIME + & ..o cececeeemesnar e neas
(02711121011 = TP TER
THereafter .....c..coeeiarseesnenes

7,849,529| 7,849,529)

DEBT LIMIT Schedule AA

DAL s o o 5700



1

/s

Total Debt

Debt Service LImit ........ ..ottty s ass 100 s0s i aan an eesas

Total Debt Service Cosls

5710
5720
§730

8,087,500

n/a

n/a
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Assaciation of two Professional Corporations that are in the practice of accountancy



Appendix G

KNEEHILL REGIONAL WATER SERVICES COMMISSION

DECEMBER 31, 2004

CONTENTS
Page

AUDITORS' REPORT ' , 1
FINANCIAL STATEMENTS

Statement of Financial Position 2

Statement of Operations 3

Statement of Changes in Net Assets 4

Statement of Cash Flows 5

Notes to Financial Statements 6-10

GREGORY,
HARRIMAN
& ASSOCIATES
PROFESSIONAL ACCOUNTANTS



Appendix G

GREGORY,

HARRIMAN
& ASSOCIATES
PROFESSIONAL ACCOUNTANTS
Karen A. Gregory Shelley Harriman
B.A.,B.Comm. CA. : Certified General Accountant

Professional Corporation Professional Corporation

AUDITORS' REPORT

To the Members of the Board of
Kneehill Regional Water Services Commission

We have audited the Statement of Financial Position of the Kneehill Regional Water Services
Commission as at December 31, 2004 and the statements of operations, changes in net assets and cash
flows for the year then ended. These financial statements are the responsibility of the commission’s
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of
the Kneehill Regional Water Services Commission as at December 31, 2004 and the results of its
operations and its cash flows for the year then ended in accordance with Canadian generally accepted
accounting principles.

Strathmore, Alberta ﬁre%ry, Harriman & Associates
April 1, 2005 Professional Accountants

Box 2417, 225C Wheatland Trail, Strathmore, Alberta T1P 1K3
Ph: (403) 934-3176 « Fax: (403) 934-3182 + Toll Free: 1-866-934-3176 ¢ Email: mailbox @gregoryharriman.com
www.gregoryharmriman.com 1
Association of two Professional Corporations that are in the practice of accountancy



Kneehill Regional Water Services Commission

Statement of Financial Position
As at December 31, 2004

ASSETS

CURRENT ASSETS
Cash (Note 4)
Accounts receivable (Note 3)

INVESTMENTS (Note 6)

CAPITAL ASSETS UNDER CONSTRUCTION (Note 7)
CAPITAL ASSETS (Note 8)

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Bank indebtedness (Note 9}
Accounts payable and accrued liabilities (Mote 10)
Deferred revenue (Note 11)
Current portion of long term debt (Note /4)

LONG TERM LIABILITIES
Deferred contributions related to capital assets (Note 12)
Deferred contributions related to capital assets
under construction (Nofe 13)
Long term debt, net of current portion (Note 14}

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets (Note 2,15)
Unrestricted (Note 2)

TOTAL NET ASSETS
TOTAL LIABILITIES AND NET ASSETS

Approved by : Chairman

Appendix G

2004 2003
$ - $ 12,331
5,400,085 247,328
5,400,085 259,659
5,000 -
19,167,608 392,298
1,673 3,413

$ 24,574,366 $ 655,370
$ 387,806 -
3,540,471 350,859
3,854 6,026

69,382 -
4,001,513 356,885
1,673 3,413
12,677,974 257,149
8,018,118 50,000
20,697,765 310,562
24,699,278 667,447
(124,912) (12,077)
(124,912) (12,077)

$ 24,574,366 $ 655370

Director

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants



Kneehill Regional Water Services Commission

Statement of Operations
For the Year Ended December 31, 2004

Appendix G

2004 2003

REVENUE

Government transfers $ 3912 $ 1,808

Investment income 4,752 40

Other revenue 11 2318
TOTAL REVENUE 8,675 4,166
EXPENSES

Amortization 1,740 1,808

Bank charges and short term interest 35,705 72

Contracted and general services 25,922 10,533

Director's fees 15,369 3,510

Interest on capital long term debt 37,500 -

Materials, goods, supplies and utilities 2,944 311

Other expenditures 2,330 9
TOTAL EXPENSES 121,510 16,243
EXCESS (DEFICIENCY) OF REVENUE OVER EXPENSES (112,835) {12,077)
NET ASSETS AT BEGINNING OF YEAR (12,077) -
NET ASSETS AT END OF YEAR § (124,512) $ (12,077)

The accompanying notes form an integral part of these financial statements.
3

Gregory, Harriman & Associates, Professional Accountants



Appendix G
Kneehill Regional Water Services Commission ppe

Statement of Changes in Net Assets
For the Year Ended December 31, 2004

2004 2003
Invested in
Capital Assets Unrestricted Total Total
NET ASSETS AT BEGINNING OF YEAR L3 - b (12,077} 5 (12,077 s -
Excess {deficiency) of revenue over expenses - (112,835) (112,835) (12,077)
Purchase of capital assets - - - -
Proceeds from disposal of capital assets ' - - - -
Long term debt proceeds - - - -
Principal repayments of jong term debt - - - -
NET ASSETS AT END OF YEAR 3 - §  (124,912) $  (124,912) $ (12,077)

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants



Kneehill Regional Water Services Commission

Statement of Cash Flows
For the Year Ended December 31, 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Excess (deficiency) of revenue over expenses
Items which do not affect cash:
Amortization of capital assets
Net changes in non-cash working capital balances
Decrease (increase) in grants receivable
Decrease (increase) in GST payable/receivable
Increase (decrease) in deferred revenue
Increase (decrease) in deferred contributions related to capital assets
Increase (decrease) in deferred contributions related to capital assets
under construction
Increase {decrease) in accounts payable and accrued liabilities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments '

Purchase of capital assets

Purchase of capital assets under construction

Proceeds from disposal of capital assets

CASH FLOWS FROM FINANCING ACTIVITIES

Long term debt issued

Long term debt repaid

CHANGE IN CASH AND EQUIVALENTS DURING THE YEAR

CASH POSITION AT BEGINNING OF YEAR

CASH POSITION AT END OF YEAR

Appendix G

2004 2003
$  (112,835) $  (12,077)
1,740 1,808
(3,932,734) (226,680)
(1,220,024) (20,648)
2,172) 6,026
(1,740) 3,413
12,420,825 257,149
3,189,612 350,859
10,342,672 359,850
(5,000) -
- (5.221)
(18,775,309) (392,298)
(18,780,309) (397,519)
8,037,500 50,000
8,037,500 50,000
(400,137) 12,331
12,331 -
$  (387,806) $ 12,331

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants
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Kneehill Regional Water Services Commission Appendix G

Notes to Financial S_tatements
December 31, 2004

Nature of the Organization

Kneehill Regional Water Services Commission {Commission) is constituted under the Municipal Government Act and
was approved by the Minister of Municipal Affairs on September 30, 2003, for the purpose of constructing, maintaining,
controlling and managing a regional potable water supply system.

The members of the commission are the Village of Acme, the Village of Beiseker, the Village of Carbon, the Village of
Irricana, the Village of Linden, Kneehill County and the Municipal District of Rockyview.

The commission is exempt from income taxation under Section 149 of the Canada Income Tax Act.

Significant Accounting Policies
a.  Basis of Presentation

These financial statements have been prepared by management in accordance with Canadian generally accepted accounting
principles.

b. Revenue Recognition
The commission follows the deferral method of accounting for contributions. Restricted contributions are recognized as
revenue in the year in which the related expenses are incurred. Unrestricted contributions are recognized as revenue when

received or receivable if the amount to be received can be reasonabty estimated and collection is reasonable assured.

Contributions specified for capital purposes are recorded as deferred capitat asset contributions. These deferred
contributions are taken into income as the related capital costs are amortized.

c. Capital Assets Under Construction

Capital assets under construction are recorded at cost and include all costs directly attributable to the construction and
development of the capital asset.

d. Capital Assets

Purchased capital assets are recorded at cost. Contributed capital assets are recorded at fair value at the date of contribution.
Capital assets are amortized on a straight-line basis over the following periods:

Computer equipment 3 years

e. Invested in Capital Assets

The balance represents Kneehill Regional Water Services Commission's net investment in capital assets. It is the original asset cost,

less accurnulated amortization, debt directly related to the asset and any deferred contributions related to the asset.

f.  Unrestricted Net Assets

These amounts are not restricted by the Board and are available for any purpose approved by the Members of the Board.

Gregory, Harriman & Associates, Professional Accountants
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A dix G
Kneechill Regional Water Services Commission ppendix

Notes to Financial Statements
December 31, 2004

Significant Accounting Policies (continued)
g.  Use of Estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires
management to make estimates and assumnptions that affect the reported amounts of assets and liabilities and disclosure

of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses
during the year, Actual results could differ from those estimates.

Financial Instruments

The commission's financial instruments consist of cash, accounts receivable, investments, bank indebtedness, accounts
payable and accrued liabilities, and long term debt. It is management's opinion that the commission is not exposed to
significant interest or curréncy risks arising from these financial instruments.

The carrying value of these financial instruments approximate their fair value.

Cash 2004 2003
ATB - Chequing $ - $ 12,331
Accounts Receivable 2004 2003
Operating
Accrued interest receivable b 70 ) -
Capitsal
Provincial government transfers 2,079,672 113,340
Federal government transfers 2,079,672 113,340
GST receivable 1,240,671 20,648
$ 5,400,085 $ 247,328
Investments 2004 2003
ATB Flexible GIC : s 5000 $ -
The investment consists of a two year flexible GIC maturing July 15, 2006 and bearing interest of 3% per annum.
Capital Assets Under Construction 2004 2003
Land 5 38,802 $ -
Engineering structures - Water distribution system 19,128,806 392,298
$ 19,167,608 b 392,298
Capital Assets 2004 2003
Cost Accamulated Net Book Net Book
Amortization Value Value
Computer equipment $ 5221 % 3,548 3 L673 $ 3413
7

Gregory, Harriman & Associates, Professional Accountants
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Kneehill Regional Water Services Commission Appendix G

Notes to Financial Statements

December 31, 2004
Bank Indebtedness 2004 2003
ATB - chequing L3 1,005 b3 -
Bank line of credit 386,801 -

$ 387,806 3 -

The Commission has an authorized revolving line of credit of $5,000,000 at a rate of Prime less 0.25% covered by a general security
agreement, of which $4,613,199 remained unused at year end.

Accounts Payable and Accrued Liabilities 2004 2003

Operating

Trade payables s 2,749 3 -

Accrued liabilities 4,815 4,815

7,564 4815

Capital '

Trade payables 3,532,907 346,044
$ 3540471 $ 350,859

Deferred Revenue 2004 2003

Provincial government transfer - start-up costs 3 3,854 $ 6,026

Deferred Contributions Related to Capital Assets

Deferred contributions related to capital assets represent the unamortized portion of the provincial government grant relating to
capital start up costs. Changes in the deferred contributions batance are as follows:

Beginning balance $ 3,413 5 5,220
Less amounts amortized to revenue (1,740) (1,807)
b 1,673 $ 3,413

Deferred Contributions Related to Capitat Assets Under Construction

Deferred contributions related to capital assets under construction represent government grants received for the construction of the
water distribution system. Changes in the deferred contributions balance are as follows:

Beginning balance $ 257,149 $ ] -
Add contributed revenue 12,420,825 257,149
$ 12,677,974 $ 257,149

Gregory, Harriman & Associates, Professional Accountants 8
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Kneehill Regional Water Services Commission
Notes to Financial Statements
December 31, 2004

Long Term Debt
Promissory note
Debenture

Less: Current portion
Long term portion

Principal and interest repayments are due as follows:

Appendix G

2004 2003
'S 50,000 $ 50,000
8,037,500 -
8,087,500 50,000
(69,382) -
$ 8,018,118 $ 50,000
Interest Total
$ 248359 $ 317741
450,220 685,482
481,103 635,480
471,416 635,482
461,120 635.481
5,697,312 13,027,364

Principal

2005 $ 69,382
2006 195,262
2007 154,377
2008 164,066
2009 o 174,361
Thereafter 7,330,052

$ 8,087,500

$ 7,849,530

$ 15,937,030

Promissory note is unsecured, due on demand and no later than August 2006, and bears interest at 0.00%.

Debenture debt will accrue interest until June 15, 2005 at a rate of 3%. At June 15, 2005 the rate changes to 6.18% per annum
and the debenture debt is repayable to the Alberta Capital Finance Authority beginning December 15, 2005. Debenture debt -

is issued on the credit and security of the commission at large.

Total debt limit
Total debt
Amount of debt limit unused

Debt servicing limit

The debt limit is calculated at 2 times the revenue of the commission (as defined in Alberta Regulation No. 76/2000) and

2004 2003
$ 15,000,000 $ 11,000,000
8,087,500 50,000
$ 6,912,500 $ 10,950,000
N/A N/A

the debt service limit is calculated at 0.35 times such revenue. Incurring debt beyond these limitations requires approval by
the Minister of Municipal Affairs. These thresholds are guidelines used by Alberta Municipal Affairs to identify commissions
that could be at financial risk if further debt is acquired. The calculation taken alone does not represent the financial stability

of the commission. Rather, the financial statements must be interpreted as a whole.

Alberta Municipal Affairs has issued Ministerial Order No. L:158/04 authorizing the commission to borrow up to $15,000,000
to complete construction of the regional water transmission line. As the debt is prescribed by a Ministerial Order, the debt service

Jimit is not applicable.

Gregory, Harriman & Associates, Professional Accountants



Kneehill Regional Water Services Commission Appendix G

Notes to Financial Statements
December 31, 2004

15)  Net Assets Invested in Capital Assets -

Net assets invested in capital assets ts calculated as follows:

2004 2003
Capital assets $ 1,673 b 3,413
Deferred contributions related to capital assets {1,673) (3,413)
s - $ -

16)  Contingency

The commission has contingent fegal issues regarding the agreements with land owners from whom the commission has
purchased land easements.

17)  Subsequent Event

The Commission will be taking a final draw of $2,000,000 from the Alberta Capital Finance Authority on June 15, 2005,
This additional long term debt, plus interest capitalized in the amount of $120,563, will result in additional future principal and
interest repayments as follows:

) Principal interest
2005 h) 18305 § 65,323
2006 38,325 129,336
2007 40,730 126,932
2008 43,285 124,375
2009 46,002 121,659
Thereafter 1,933,916 ¢ 1,503,141

$ 2,120,563 $ 2,070,968

18) Commitments

The Commission is committed to payments under a Water Supply Agreement with the Town of Drumheller as follows:

January 1, 2005 , $ 1,200,000
December 31, 2005 1,200,000
_S_2.400000,

19)  Approval of Financial Statements

The Board of Directors of the Commission approved these financial statements.

Gregory, Harriman & Associates, Professional Accountants 10
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Karen A. Gregory ' Shelley Harriman

B.A.,B.Comm., CA. Certified General Accountant
Professional Corporation Professional Corporation
April 1, 2005

To the Chairman and Board of the
Kneehill Regional Water Services Commission

Dear Chairman and Board:

We have finalized the audit of the Kneehill Regional Water Services Commission (the "KRWSC") for
the year ended December 31, 2004. We would like to take this opportunity to thank Joanne Weller
for her cooperation and assistance during the course of this audit. The objective of an audit is to
obtain reasonable assurance that the financial statements are free of material misstatement and it is
not designed to identify matters that may be of interest to management in discharging its
responsibilities. Accordingly, an audit would not usually identify all such matters. However, we
encountered some weaknesses in the control systems that should be addressed. These
weaknesses have been identified solely as a result of the audit and are not the result of a detailed
study of the accounting systems of the Commission. The matters identified are as follows:

1. The Commission has over-claimed GST rebates.

in reviewing the GST rebates claimed by the Commission, it was determined that
several invoices dated prior to January 31, 2004 were entered into the system using a
date later than January 31, 2004. As a result, the GST rebate claimed ($42,772.30) for
these invoices was claimed at the 100% rebate level rather than the 57.14% rebate
level ($24,440.09). The Commission has received ($18,332.21) more in GST rebate
than it is entitied fo.

2. GST is not currently being tracked separately in the Simply accounting system:.

The Simply accounting system has been set up to track GST paid by the Commission
on the GST reports. However, all GST paid is added to the expense account to which
the expense being paid relates. This results in the expenses being overstated by
57.14% of the GST (Jan/04) and 100% of the GST (Feb/04 - Dec/04). All GST had to be
reviewed to adjust the expenses being recorded. It is recommended that the Simply
system be reset to record the GST in a separate GST receivable account.

Box 2417, 225C Wheatland Trail, Strathmore, Alberta T1P 1K3
Ph: (403) 934-3176 « Fax: (403) 934-3182 » Toll Free: 1-866-934-3176 « Email: mailbox @gregoryharriman.com
- Wwww.gregoryharriman.com
Association of two Professional Corporations that are in the practice of accountancy
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Initial payment on contract to the Town of Drumheller in the amount of $1,200,000 was
dated December 31, 2004,

The KRWSC is required, by the Water Supply Agreement between the Commission

and the Town of Drumheller, to pay the Town of Drumheller $2.4 million in capital

contributions for upgrading the Town's water treatment plant. $1.2 million is due -
January 1, 2005 and $1.2 million is due December 31, 2005, The KRWSC issued a

cheque dated December 31, 2004 and entered the payment in the system on that date.

This payment has been reversed at year end as the cheque had not been released at

year end and the payment is not due until January 1, 20085.

The Board meeting minutes are not being signed on a timely basis.

The meeting minutes for the last three meetings of the Commission in 2004 were not
signed by the Chairman and one other Director. As the minutes are official legal
documents of the Commission and contain documentation of all the decisions and
motions of the Board of Directors, it is important they be signed by the Chairman and
one other Director in a timely manner.

The bank service charge assessed by Alberta Treasury Branches is viewed to be excessive.

The KRWSC incurred a penalty of $17,000 on January 26, 2005 as a resuit of
overdrawing their bank account in excess of the minimum LOC authorization.
According to ATB, the KRWSC has a revolving line of credit of $5 million. However,
‘only $1 million of this amount is available at any time without further ATB
authorization. The Commission is required to submit the ‘most recent ICAP claim
form to ATB (for which payments are being made) in order for ATB to authorize the
release of LOC funds in excess of the $1 million. It is recommended that KRWSC
discuss this issue with ATB.

Invoices reviewed were not consistently approved for payment.

it is recommended that approval for payment of invoices be noted on each invoice on
a consistent basis to~identify that authorization has been given for payment to be
made. This serves to protect the Board in that all payments are supported by the
appropriate internal controis being followed.

No Asset Acquisition and Disposal Policy has been formulated by the Commission.

It is recommended that KRWSC establish an asset acquisition and disposition policy.
The policy should reference criteria to be followed regarding capitalization of assets.

The current capital budget covers the entire project and the operating budget covers two
fiscal periods.

It is recommended that the Commission establish annual capital and operating
budgets to allow for relevant actual-to-budget comparisons at year end and
appropriate prescribed financial statement reporting.
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9. The Commission does not currently have Board Governance policies and procedures in
place.

As a Board in a developmental stage, consideration should be given to the
establishment of Board Policies and Procedures and the formal documentation of
such, to ensure that Board Governance Policies are clearly defined and well
. documented. | :

If you have any questions or require assistance with the implementation of any of the above
recommendations, please do not hesitate to contact our office. This communication is prepared
solely for the information of management and is not intended for any other purpose. We accept no
responsibility to a third party who uses this communication.

Yours truly,

B M&m&h—/
- 8. Harriman, C.G.A.

Gregory, Harriman & Associates
Professional Accountants
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Karen A. Gregory Shelley Harriman
B.A.,B.Comm., CA. . Certified General Accountant
Professional Corporation Professional Corporation

KNEEHILL REGIONAL WATER SERVICES COMMISSION
FINANCIAL STATEMENTS

DECEMBER 31, 2666
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Karen A. Gregory Shelley Harriman

B.A., B.Comm., C.A.

Professional Corporation Professional Corporation

AUDITORS' REPORT

To the Members of the Board of
Knechill Regional Water Services Commission

We have audited the Statement of Financial Position of the Kneehill Regional Water Services
Commission as at December 31, 2006 and the statements of operations, changes in net assets and cash
flows for the year then ended. These financial statements are the responsibility of the commission’s
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the

overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of
the Knechill Regional Water Services Commission as at December 31, 2006 and the results of its
operations and its cash flows for the year then ended in accordance with Canadian generally accepted

accounting principles.

Strathmore, Alberta regory, Harriman & Associates
March 21, 2007 Professional Accountants

]

#104, 331 - 3rd Avenue, Strathmore, Alberta T1P ITS N
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Kneehill Regional Water Services Commission
- Statement of Financial Position
As at December 31, 2006

Appendix H

2006 2005
ASSETS
CURRENT ASSETS
Cash h Y 315,471 $ -
Short term investments (Note 3) - 5,000
Accounts receivable (Note 4, ] 3) 154,383 1,664,765
469,854 1,669,765
LONG TERM INVESTMENTS {Note 5) 5,000 -
CAPITAL ASSETS {Note 6) 30,037,241 30,675,567
OTHER ASSETS (Note 7) 2,280,000 2,376,000
TOTAL ASSETS § 32,792,095 $ 34,721,332
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Bank indebtedness (Wote 8) 5 - $ 332,806
Accounts payable and accrued liabilities (Note 9) 914,657 1,752,751
Deferred revenue (Note 10) - 3,588
Current portion of long term debt Note 13) 242,361 278,832
1,157,018 2,367,977
LONG TERM LIABILITIES
Deferred contributions related to capital assets (Note /]) 19,419,212 19,395,761
Deferred contributions related to water capital contribution (Note 12) 1,420,440 1,480,248
Long term debt, net of current portion (Note 13) 11,599,183 11,841,544
32,438,835 32,717,553
TOTAL LIABILITIES 33,595,853 35,085,530
NET ASSETS
[nvested in capital assets {Note 2, I14) (335,867) 64,230
Unrestricted (Note 2) (467,891) (428,428)
TOTAL NET ASSETS ‘ (803,758) (364,198)
TOTAL LIABILITIES AND NET ASSETS $ 32,792,095 $ 34,721,332

Commitments (Note 16)

Contingencies (Note 17)

Approved by : Chairman

Director

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants
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Kneehill Regional Water Services Commission

Statement of Operations
For the Year Ended December 31, 2006

2006 2005
REYENUE
Water sales to commission members {Note 15) $ 1,212,846 h 294,973
Government transfers 3,588 266
Investment income ’ 20,140 21,245
Other revenue 7,195 4373
Amortization of deferred water capital contribution 59,308 14,952
Amortization of deferred capital asset contributions 761,090 196,204
TOTAL REVENUE 2,064,667 532,013
EXPENSES
Amortization of capital assets 1,061,452 270,683
Amortization of water capital contribution 96,000 24,000
Bank charges and short term interest 6,895 154
Contracted and general services {Note [3) 62,844 79,744
Director's fees 13,037 13,584
Manager's fees 39,870 -
Interest on capital long term debt (Note 13) ' 705,819 210,262
Materials, goods, supplies and utilities 488,40 200,209
Other expenditures 29.819 10,163
TOTAL EXPENSES 2,504,227 808,799
EXCESS (DEFICIENCY) OF REVENUE OVER EXPENSES (439,5690) (276,786)
NET ASSETS AT BEGINNING OF YEAR {364,198) (87.412)
NET ASSETS AT END OF YEAR $  (803,758) $  (364,198)

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants

o
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Kneehill Regional Water Services Commission

Statement of Changes in Net Assets
For the Year Ended December 31, 2006

2006 2005
Invested in
Capital Assets Unrestricted Total Total
NET ASSETS AT BEGINNING OF YEAR $ 64,230 5 (428,428) $  (364,198) b (87.412)
Excess (deficiency) of revenue over expenses (300,362) (139,198) (439,560) (276,786)
Purchase of capital assets 423,127 (423,127) - -
Long term debt proceeds - - - -
Deferred contributions (784,541) 784,541 - -
Principle repayments of long term debt 261,679 {261,679} - -
NET ASSETS AT END OF YEAR 5 (335867 5 (467,891) $ _(803,758)  $  (364,198)

Gregory, Harriman & Associates, Professional Accountants

The accompanying notes form an integral part of these financial statements. | o



Kneehill Regional Water Services Commission

Statement of Cash Flows

For the Year Ended December 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Excess (deficiency) of revenue over expenses
Ttems which do not affect cash:
Amortization of capital assets
Amortization of water capital contribution
Amortization of deferred capital contribution
Amortization of deferred water capital contribution
Net changes in non-cash working capital balances
Decrease (increase) in grants receivable
Decrease (increase) in Goods and Services Tax payable/receivable
Increase (decrease) in deferred revenue
Increase (decrease) in deferred contributions related to capital assets
Increase (decrease) in deferred contributions related to water capital
contributions i
Increase (decrease) in deferred contributions related to capital assets
under construction
Increase (decrease) in accounts payable and accrued Habilities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments

Purchase of capital assets

Purchase of capital assets under construction

Payment of water capita! contribution

CASH FLOWS FROM FINANCING ACTIVITIES
Long term debt issued
Long term debt repaid

CHANGE IN CASH AND EQUIVALENTS DURING THE YEAR
CASH POSITION AT BEGINNING OF YEAR

CASH POSITION AT END OF YEAR

Appendix H

2006 2005
$ (439,560} $ (276,786)
1,061,452 270,683
96,000 24,000
(761,090) (196,204)
(59,808) (14,952)
1,030,948 2,979,058
479,434 756,263
(3,588) (266)
784,541 19,590,292
- 1,495,200
- (12,677,974)
(838,094) (1,787,720)
1,350,235 10,161,594
(423,127) (30,944,577)
- 19,205,108
- (2,400,000}
(423,127 (14,139,469)
- 4,120,562
(278,831) (87,687)
(278,831) 4,032,875
648,277 55,000
(332,806} (387,806)
$  3i54Mm $ (332,806)

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants
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Appendix H
Kneehill Regional Water Services Commission

Notes to Financial Statements
December 31, 2006

Nature of the Organization

Kneehill Regional Water Services Commission (the "Commission”) is constituted under the Municipal Government Act and was
approved by the Minister of Municipal Affairs on September 30, 2003, for the purpose of constructing, maintaining, controiling and
managing a regional potable water supply system.

The members of the Commission are the Village of Acme, the Village of Beiseker, the Village of Carbon, the Town of Itricana, the
Village of Linden, Kneehill County and the Municipal District of Rocky View.

Significant Accounting Policies

a.  Basis of Presentation

These financial statements have been prepared by management in accordance with Canadian generally accepted accounting principles.

b. Revenue Recognition
Sales of goods are recognized as revenue in the period in which the transaction occurred that gave rise to the revenues.

The Commission follows the deferral method of accounting for contributions. Restricted contributions are recognized as revenue in the
year in which the related expenses are incurred. Unrestricted contributions are recognized as revenue when received or receivable if the
amount to be received can be reasonably estimated and collection is reasonably assured.

Contributions specified for capital purposes are recorded as deferred capital asset contributions. These deferred contributions are taken
inte income as the related capital costs are amortized.

¢.  Capital Assets

Purchased capital assets are recorded at cost. Contributed capital assets are recorded at fair value at the date of contribution. Capital
assets are amortized on a straight-line basis over the fotiowing periods:

Computer equipment 3 years
Supervisory control and data acquisition (SCADA) 5 years
Engineering structures 25 and 50 years

d. Income Taxes
The Commission is exempt from income taxation under Section 149 (1) (d.5) of the Canada Income Tax Act.
e.  Invested in Capital Assets

The balance represents Kneehill Regional Water Services Commission's net investment in capital assets. It is the original asset cost, less
accumulated amortization, debt directly related to the asset, and any deferred contributions related to the asset.

f.  Unrestricted Net Assets

These amounts are not restricted and are available for any purpose approved by the Members of the Board.

Gregory, Harriman & Associates, Professional Accountants 6
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Kneehill Regional Water Services Commission

Notes to Financial Statements
December 31, 2006

Significant Accounting Policies (continued)

g-  Measurement Uncertainty

The financial statements have been prepared in accordance with Canadian generally accepted accounting policies. The precise value of
many assets and liabilities is dependent on future events. Asa result, the preparation of financial statements for a period invelves the use
of approximations, which have been made using careful judgement by management. Actual’ results could differ from those

approximations.

Short Term Investments 2006 2005
ATB Financial Flexibie GIC 3 - $ 5,000
The investment consisted of a two year flexible GIC, which matured July 15, 2006.
Accounts Receivable 2006 2005
Accrued interest receivable Y 70 3 70
Trade accounts receivable (Nove /5) 149,339 110,859
Provincial govemment transfers - 534,714
Federal government transfers - 534,714
Goods and Services Tax receivable 4,974 484 408
3 154,383 $ 1,664,765
Long Term Investments 2006 2005
ATB Financial Flexible GIC 3 5,000 s -

The investment consists of a two year flexible GIC maturing July 17, 2008, and bearing interest of 4.45% per annurn.

Capital Assets 2006 2005
Cost Accumulated Net Book Net Book
Amortization Value Value
Land s 38,802 5§ - 3 38,302 b 38,802
Engineering structures 31,178,903 1,316,964 29,861,939 30,494,265
Computer equipment 5220 5,220 - =
Supervisory control and data acquisition (SCADA) 150,000 13,500 136,500 142,500
Totals $ 31,372,925 § 1,335,684 § 30,037241 $ 30,675,567

Gregory, Harriman & Associates, Professional Accountants d 7
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Kneehill Regional Water Services Commission

Notes to Financial Statements

December 31, 2006
Other Assets ' 2006 2005
Water capital contribution $ 2,400,000 $ 2,400,000
Less: Accumulated amortization {120,000) (24,000)

3 2,280,000 $ 2,376,000

A review of the capital upgrades undertaken by the Town of Drumheiler to produce and deliver water was done by the Commission and
the Town of Drumheller. It was determined that the contribution required to support the capital upgrades of the Town of Drumheller's
water treatment facility, to supply the water capacity required by the Commission, was $2,400,000. This contribution is being
recognized by the Commission over 25 years, which is the term of the agreement with the Town of Drumheller.

Bank Indebtedness 2006 2005
ATB Financial - Chequing 3 - 5 127,050
Bank line of credit - 205,756

3 - ¥ 332,806

The Commission has an authorized revolving line of credit of $5,000,000 at a rate of Prime less 0.50% covered by a general secerity
agreement, a trust agreement between the borrower and the Village of Acme, and the assignment of the water supply agreement with the
Town of Drumheller, of which $5,000,000 remained unused at year end.

Accounts Payable ané Accrued Liabilities 2006 2005
Trade payables $ 856,699 $ 1,694,520
Acorued liabilities 57,958 58,231
] 914,657 $ 1,752,751
Deferred Revenue 2006 2005
Provincial government transfer - start-up costs 3 - 3 3,588

Gregory, Harriman & Associates, Professional Accountants L&
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Kneehill Regional Water Services Commission
Notes to Financial Statements

December 31, 2006

Deferred Contributions Related to Capital Assets

Appendix H

Deferred contributions related to capital assets represent the unamortized portion of government grants relating to capital costs. Changes

in the deferred contributions balance are as follows:

Balance at beginning of year

Add: Transfer from deferred contributions related to capital assets under construction

Add: Contributed revenue
Less: Amounts amortized to revenue
Balance at end of year

Deferred Contributions Related to Water Capital Contribution

Contributed revenue

Less: Amounts amortized to revenue

Long Term Debt

Promissory note
Debenture

Less: Current portion
Long term portion

Principle and interest repayments are due as follows:

2007
2008
2009
2010
2011
Thereafter

2006 2005
$ 19,395,761 b 1,673
- 12,677,974
784,541 6,912,318
(761,090) {196,204)
5 19419212 $ 19,395,761

2006 2005
5 1,495200 5 1,495.200
(74,760) (14,952)
3 1,420,440 $ 1,480,248

2006 2005
5 - 5 30,000
11,841,544 12,070,376
11,841,544 12,120,376
(242,361} (278,832)
$ 11,599,183 3 11,841,544

Principal Interest Total
$ 242361 § 693,375 $ 935736
256,703 679,033 935,736
271,907 663,829 935,736
288,025 647,711 935,736
305,112 630,624 935,736
10,477,436 6,899,976 17,377,412
$ 11,841,544 § 10,214,548 $ 22,056,092

Debenture debt will accrue interest at a rate of 6.18% per annum from June 15, 2005 to June 15, 2030 on $9,886,789. The remaining
$1,954,755 will accrue interest at a rate of 4.392% per annum from September 15, 2005 to September 15, 2030. The debenture debt is
repayable to the Alberta Capital Finance Authority beginning December 15, 2005. Debenture debt is issued on the credit and security of

the Commission at large.

Gregory, Harriman & Associates, Professional Accountants
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Kneehill Regional Water Services Commission

Notes to Financial Statements

December 31, 2006
Long Term Debt (continued) : 2006 2005
Total debt limit $ 15,600,000 $ 15,000,000
Total debt 11,841,544 12,120,376
Amount of debt limit unused § 3,158,456 $ 2,879,624

Debt servicing limit N/A N/A

The debt limit is calculated at 2 times the revenue of the Commission (as defined in Alberta Regulation Ne. 76/2000) and the debt
service limit is calculated at 0.35 times such revenue. Incurring debt beyond these limitations requires approval by the Minister of
Municipal Affairs. These threshoids are guidelines used by Alberta Municipal Affairs to identify commissions that could be at financial
risk if further debt is acquired. The calculation taken alone does not represent the financial stability of the Commission. Rather, the
financial statements must be interpreted as a whole.

Alberta Municipal Affairs has issued Ministerial Order No, L:158/04 authorizing the Commission t¢ borrow up to $15,000,000 to
complete construction of the regional water transmission line. As the debt is prescribed by a Ministerial Order, the debt service limit is

rot applicable.
Net Assets Invested in Capital Assets

Net assets invested in capital assets is calculated as follows:

2006 2005
Capital assets $ 30,037,241 $ 30,675,567
Long term debt related to capital assets (10,953,896} (11,215,576)
Deferred coniributions related to capital assets (19,419,212) (19,395,761}

$  (335867) s 64,230

Related Party Transactions

The Viilage of Acme, Village of Beiseker, Village of Carbon, Village of Linden, Town of Irricana, Kneehill County and Municipal
District of Rocky View are members of the Commission and, as such, have been identified as related parties. The commission has
entered into agreements with these related parties to supply water service to their customers.

Service fees are based on budgeted operating costs of the Commission and are allocated among commission members. Water sales are
based on actual water consumption during the year. Fees and rates are reviewed by the Commission on an annual basis. Service fees
and water sales charged to commission members are as follows:

2006 2005

Village of Acme $ 156,870 h 45 874
Viilage of Beiseker 288,882 69,332
Village of Carbon 134,404 37,759
Village of Linden 271,672 61,610
Town of Irricana 206,662 71,728
Knechill County 16,676 6,110
Municipal District of Rocky View 137,680 2,560

§ 1,212,846 $§ 294973

Gregory, Harriman & Associates, Professional Accountants j 10
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Appendix H
Kneehill Regional Water Services Commission
Notes to Financial Statements '
December 31, 2006

Related Party Transactions {continued)

Amounts due from commission members are payable upon receipt of invoice, and have arisen from water sales charged and service fees
provided during the year. Amounts due from the commission members at the end of the year are as follows:

2006 2005

Village of Acme $ 11,604 $ 12,647
Village of Beiseker 43,540 41,284
Village of Carbon 19,599 10,621
Village of Linden 31,751 18,231
Town of Irricana 39,769 20,686
Kneehill County 2,436 4,830
Municipal District of Rocky View 640 2,560

3 149,339 $ 110,859

Kneehill County has been contracted by the Commission to provide services for the maintenance of the water transmission and
distribution lines. Payments are based on an applied hourly rate. During 2006, fees in the amount of $17,546 were paid to Kneehill
County,

Commitments

Commencing in 2005, the commission entered into 20 year lease agreements with various landowners for land use. Rental terms are
$2,600 per year.

Commencing in 2004, the commission entered into a 25 year agreement with the Town of Drumheller to purchase treated water. Rates
are calculated on a cost of service basis utilizing the principles set out in the American Water Works Association (AWWA) manuals of
practice dealing with water rates and charges. Rates are reviewed on an annual basis.

Contingencies

The commission has a potential claim against a contractor invoived in the construction of the water line for damages incurred during the
activation and operations of the water line and its related systems. The outcome of the claim is indeterminable, therefore, no provision
has been included in these financial statements.

"

Gregory, Harriman & Associates, Professional Accountants
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Appendix H
Kneehill Regional Water Services Commission

Notes to Financial Statements
December 31, 2006

Financial Instruments

The Commission's financial instruments consist of cash, short term investments, accounts receivable, long term investments, bank
indebtedness, accounts payable and accrued liabilities and long term debt.

Credit Risk

Credit risk arises from the possibility that the entities to which the Commission provides services may experience financial difficuity and
be unable to fulfill their obligations. The Commission is exposed to financial risk that arises from the credit quality of the entities to
which it provides services. As the Commission provides products and services to a variety of customers, its credit risk is minimized,

Interest Rate Risk

Interest rate risk arises from the possibility that the value of, or cash flows related to, a financial instrument will fluctuate as a result of
changes in market interest rates. The Commission is exposed to financial risk from interest rate differentials between market interest

rates and the rates used on their financiai instruments.

Fair Vajue

The fair value of cash, short term investments, accounts receivable, bank indebtedness and accounts payable and accrued liabiities,
corresponds approximately to their carrying amount because of their short term maturity dates.

The fair value of long term debt is determined using the present value of future cash flows under current financing agreements.

Approval of Financial Statements

The Board of Directors of the Commission approved these financial statements.

Gregory, Harriman & Associates, Professional Accountants & - |
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Shelley Harriman
Certified General Accountant
Professional Corporation

Karen A. Gregory
B.A.,B.Comm. C.A.
Professional Corporation

March 21, 2007

To the Chairman and Board of the
Kneehill Regional Water Services Commission

Dear Chairman and Board:

We have finalized the audit of the Kneehill Regional Water Services Commission (the
"KRWSC") for the year ended December 31, 2006. We would like to take this opportunity to
thank Joanne Weller for her cooperation and assistance during the course of this audit. The
objective of an audit is to obtain reasonable assurance that the financial statements are free of
._ material misstatement and it is not designed to identify matters that may be of interest to
" management in discharging its responsibilities. Accordingly, an audit would not usually identify
all such matters. However, we encountered some weaknesses in the control systems that
should be addressed. These weaknesses have been identified solely as a result of the audit
and are not the result of a detailed study of the accounting systems of the Commission. The

matters identified are as follows:

1. Regular backups of accounting data are not done.

To ensure that accounting data is not lost due fo computer failures, we
recommend that bi-weekly backups be done. Tapes used should be
grandfathered with one copy kept onsite, as well as a copy retained offsite.

2. Maintenance services agreement with Kneehill County not signed.

The agreement with Kneehill County for provision of maintenance services on the
transmission and djstribution lines to KRWSC has not been signed by Kneehill
County. As this is a legal contract for which KRWSC is obligated to provide
payment for services provided by Kneehill County, it is important to obtain a
signed copy from Kneehill County.

(.
#104, 331 - 3rd Avenue, Strathmore, Alberta T1P 1T5 :
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. 3. Bank reconciliations were not done properly, as they were balanced by expensing the
difference to interest and bank charges. ‘

4, Amounts owing to the Town of Drumbheller as a capital contribution have not been paid
in total by the December 31, 2005 deadline. As at December 31, 2006, $600,000 was
still outstanding of the $2,400 000 agreed upon.

As per the agreement with the Town of Drumheller, the capital contribution
relating to the water line was to be paid by December 31, 2005. Prompt payment

qualification.

. 5. During the year it was discovered that the Commission made a claim to ICAP and ATU
for expenditures incurred in the development of the water systern, and was paid by both.

We have calculated the amount to be repaid to ICAP for the over claimed amount
to be $234,926.15. This should be paid back as soon as the Commission has the
. funds to do so.

6. No asset acquisition and disposal policy has been formulated by the Commission.

It is recommended that KRWSC establish an asset acquisition and disposition
policy. The policy. should reference criteria to be followed regarding
capitalization of assets.

7. The Commission does not currently have Board Governance policies and procedures in
place.

As a Board in a developmental stage, consideration should be given to the
establishment of Board Policies and Procedures and the formal documentation of
such, to ensure that Board Governance Policies are clearly defined and well
documented.

8. Three-year financial plan not formulated.
Bylaw No. 1-2003 requires the Commission to prepare a three-year financial plan

once the Commission is complete and operational. The three-year financial plan
should form part of the Commission’s 2007 budget package.

o ’ -
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Manager agreement with Mr. Van Doesburg not updated or signed.

The manager agreement with Mr. Van Doesburg to provide services to the

Commission has not been signed or dated by the parties involved. As this is a

10. Billings and collections for water sales to the various municipalities were not always
done in a timely manner.

Preparation of water billings to the various municipalities for water usage should
be prepared and sent in a timely manner. The issuance and collection of these
billings are essential for the Commission to maintain an effective cash flow
throughout the year,

If you have any questions or require assistance with the implementation of any of the above
recommendations, please do not hesitate to contact our office. This communication is prepared
solely for the information of management and is not intended for any other purpose. We accept

no responsibility to a third party who uses this communication.

Yours truly,

=2l
S. Harriman, C.GA.

Gregory, Harriman & Associates
Professional Accountants
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Shelley Harriman
Certified General Accountant
Professional Corporation

Karen A, Gregory
B.A., B.Conm., C.A.
Professional Corporation

AUDITORS' REPORT

To the Members of the Board of
Kneehill Regional Water Services Commission

We have audited the Statement of Financial Position of the Kneehill Regional Water Services
Commission as at December 31, 2007 and the statements of operations, changes in net assets and cash
flows for the year then ended. These financial statements are the responsibility of the commission’s
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of
the Kneehill Regional Water Services Commission as at December 31, 2007 and the results of its
operations and its cash flows for the year then ended in accordance with Canadian generally accepted

accounting principles.

Strathmore, Alberta Gregory, Harriman & Associates
April 19, 2008 Professional Accountants

#104, 331 - 3rd Avenue, Styathmore, Alberta TI1P 1 TS .
Ph: (403) 934-3176 = Fax: (403) 934-3182 « Toll Free: 1-866-934-3176 » Email- mailbox@gh-a.com
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Association of two Professional Corporations that are in the practice of accountancy 1



Kneehill Regional Water Services Commission

Statement of Financial Position

As at December 31, 2007

ASSETS

CURRENT ASSETS
Cash (Note 3)
Short term investments (Note 4)
Accounts receivable (Note 3, 15)

LONG TERM INVESTMENTS (Note 6)
CAPITAL ASSETS (Note 7)

OTHER ASSETS (Note §)

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Bank indebtedness (Note 9)
Accounts payable and accrued liabilities (Note 10)
Current portion of long term debt (Note 13)

LONG TERM LIABILITIES
Deferred contributions related to capital assets (Note 11)
Deferred contributions related to water capital contribution (Note 12)
Long term debt, net of current portion (Note 13)

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets (Note 2, 14)
Unresiricted (Note 2)

TOTAL NET ASSETS
TOTAL LIABILITIES AND NET ASSETS

Commitments (Note 17)

Contingencies (Note 18)

Approved by ; Chairman

Appendix |

2007 2006
$ - $ 315471
5,000 -
147,773 154,383
152,773 469,854
- 5,000
28,981,946 30,037,241
2,184,000 2,280,000
$ 31,318,719 $ 32,792,095
$ 108,384 $ -
921,082 914,657
256,703 242,361
1,286,169 1,157,018
18,649,057 19,419,212
1,360,632 1,420,440
11,342,480 11,599,183
31,352,169 32,438,835
32,638,338 33,595,853
(396,815) (335,867)
(922,804) (467,891)
(1,319,619) (803,758)
$ 31,318,719 $ 32,792,095

Director

The accompanying notes form an integral part of these financial statements,
Gregory, Harriman & Associates, Professional Accountants



Kneehill Regional Water Services Commission

Statement of Operations

For the Year Ended December 31, 2007

REVENUE
Water sales to commission members (Note 15)
Government transfers -
Investment income
Other revenue
Amortization of deferred water capital contribution
Amortization of deferred capital asset contributions
TOTAL REVENUE

EXPENSES
Amortization of capital assets
Amortization of water capital contribution
Bank charges and short term interest
Contracted and general services (Note 15)
Director's fees
Manager's fees
Interest on capital long term debt (Note 73)
Materials, goods, supplies and utilities
Other expenditures

TOTAL EXPENSES

EXCESS (DEFICIENCY) OF REVENUE OVER EXPENSES
BEFORE EXTRAORDINARY ITEM

EXTRAORDINARY ITEM (Note 16)
EXCESS (DEFICIENCY) OF REVENUE OVER EXPENSES
NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR

Appendix|

2007 2006

$ 1,142,822 $ 1212846
- 3,588

9,419 20,140
12,0758 7,195
59,808 59,808
770,155 761,090
1,994,279 2,064,667
1,061,709 1,061,452
96,000 96,000
1,283 6,895
70,196 62,844
14,838 13,037
50,670 39,870
692,230 705,819
443,914 488,491
20,638 29,819
2,451,478 2,504,227
(457,199) (439,560)
(58,662) -
(515,861) (439,560)
(803,758) (364,198)
$ (1,319,619) $  (803,758)

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants



Kneehill Regional Water Services Commission
Statement of Changes in Net Assets
For the Year Exded December 31, 2007

Appendix |

- 2007 2006

Invested in

Capital Assets Unrestricted Total Total
NET ASSETS AT BEGINNING OF YEAR $  (335867) $ (467.891) $  (803,758) (364,198)
Excess {deficiency) of revenue over expenses (291,554) (165,645) (457,199) (439,560)
Extraordinary item ) - (58,662) (58,662) -
Purchase of capital assets 6,414 (6,414) - -
Long term debt proceeds - - - -
Deferred contributions (18,169) 18,169 - -
Principal repayments of long term debt 242,361 {242,361) - -
NET ASSETS AT END OF YEAR $ (396,815 $ (922,804) $ (1,319,619) (803,758)

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants



Kneehill Regional Water Services Commission

Statement of Cash Flows

For the Year Ended December 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Excess (deficiency) of revenue over expenses
Extraordinary item

Items which do not affect cash:
Amortization of capital assets
Amortization of water capital contribution
Amortization of deferred capital contribution
Amortization of deferred water capital contribution
Net changes in non-cash working capital balances
Decrease (increase) in accounts receivable
Decrease (increase) in Goods and Services Tax payable/receivable
Increase (decrease} in deferred revenue
Increase (decrease) in deferred contributions related to capital assets
Increase {decrease) in deferred contributions related to water capital
contributions
Increase (decrease) in deferred contributions related to capital assets
under construction
Increase (decrease) in accounts payable and accrued liabilities

Net cash provided (used) by Operating Acfivities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments
Purchase of capital assets
Purchase of capital assets under construction
Payment of water capital contribution

Net cash provided (used) by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Long term debt issued
Long term debt repaid
Net cash provided (used) by Financing Activities
CHANGE IN CASH AND EQUIVALENTS DURING THE YEAR
CASH POSITION AT BEGINNING OF YEAR

CASH POSITION AT END OF YEAR

Cash Flow Supplementary Information
Interest paid on long tertn debt (Note 13)

Appendix |

2007 2006
$ (457,199) $ (439,560)
(58,662) -
(515,861) (439,560)
1,061,709 1,061,452
96,000 96,000
(770,155) (761,090)
(59,808) (59,808)
13,817 1,030,948
(7,207) 479,434
- (3,58%8)
- 784,541
6,425 (838,094)
340,781 1,789,795
(175,080) 1,350,235
(6,414) (423,127)
(6,414) (423,127)
(242,361) . (278,831)
(242,361) (278,831)
(423,855) 648,277
315,471 (332,806)
$ (108,384) $ 315,471
$ 692,230 $ 705,819

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants
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Appendix 1

Kneehill Regional Water Services Commission
Notes to Financial Statements
December 31, 2007

Nature of the Organization

Kneehill Regional Water Services Commission (the "Commission”) is constituted under the Municipal Government Act and was approved
by the Minister of Municipal Affairs on September 30, 2003, for the purpose of constructing, maintaining, controlling and managing a
regional potable water supply system.

The members of the Commission are the Village of Acme, the Village of Beiseker, the Village of Carbon, the Village of Linden, the Town
of Irricana, Kneehill County and the Municipal District of Rocky View.

Significant Accounting Policies

a.  Basis of Presentation

These financial statements have been prepared by management in accordance with Canadian generally accepted accounting principles.
b. Financial Instruments

As required by the CICA, on January 1, 2007, Knechill Regional Water Services Commission adopted CICA Handbook Section 1530,
Comprehensive Income ; Section 3855, Financial Instruments — Recognition and Measuremeny ; Section 3861, Financial Instruments —
Disclosure and Presentation ; and Section 3865, Hedges. The adoption of these new standards resulted in changes in the accounting and
presentation for financial instruments. As required by the implementation of the new standards, the prior period’s financial statements
have not been restated. The principle changes in the accounting for financial instruments, duc to the adoption of these accounting
standards, are described below.

ay  Section 1530, Comprehensive Income

Section 1530 requires a Statement of Comprehensive Income, which consists of net income and other comprehensive income (“OCI™).
OCl is a new requirement to temporarily present unrecognized gains and losses from changes in fair value outside net income, It includes
Kneehill Regional Water Services Commission’s unrealized gains and losses resulting from market value fluctuations of financial
instruments classified as available for sale. Comprehensive income and its components are presented in the Statement of Operations.
Currently, Kneehill Regional Water Services Commission has no financial instruments designated as available for sale: hence there is no
balance in the Statement of Comprehensive Income,

b}  Section 3855, Financial Instruments - Recognition and Measurement
Section 3861, Financial Instruments — Disclosure and Presentation

Section 3855 requires upon initial adoption of the new standards that Kneehill Regional Water Services Commission designate its
financial instruments into one of the following five categories: 1) Loans and receivables; 2) Assets held to maturity; 3) Assets available
for sale; 4) Other financial liabilities; 5) Held for trading assets and liabilities,

Scction 3855 also requires that all financial assets and financial Fiabilities are initially recognized at fair vatue and their subsequent
measurements are dependent on their classification, as described below.

The classification depends on the purpose for which the financial instruments were acquired or issued; their characteristics and Kneehill
Regional Water Services Commission's designation of such instruments are as foliows:
. Kneehill Regional Water Services Commission currently has no financial instruments classified as loans and receivables,

Knechill Regional Water Services Commission currently has no financial instruments classified 2s assets held to maturity,

Kneehill Regional Water Services Cominission currently has no financial instruments classified as assets availeble for sale,

Kneehill Regional Water Services Commission currently has no financial instruments classified as other financial liabilities.
: Cash and cash equivalents, accounts receivable, acerued interest receivable, accounts payable and accrued Liabilities, and obligations
under capital lease are classified as held for trading. Changes in fair value for the period are recorded as an unrecognized gain or loss on
financial instruments on the Statement of Operations.

Gregory, Harriman & Associates, Professional Accountants 6
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Knechill Regional Water Services Commission
Notes to Financial Statements
December 31, 2007

Significant Accounting Policies (continued)}
Trade date accounting continues to be used for all financial assets:

Loans and Recetvables

Loans and receivables are non-derivative financial assets that are initially recognized at fair value and, thereafter, are accounted for at cost
or amortized cost using the effective interest method.

Held to Maturity

Held to maturity financial assets are initially recognized at fair value and, thereafter, are accounted for at cost or amortized cost using the
effective interest method.

Available for Sale

Available for sale financial assets are measured at fair value at the date of the Statement of Financial Position. Interest paid or earned,
interest accrued and gains and losses realized on disposal are included in the Statement of Operations and Changes in Fund Balances.
Unrealized gains and losses from market fluctuations are included in the Statement of Comprehensive Income,

Other Liabilities

Other hiabilities are non-derivative financiat liabilities that are initially recognized at fair value and, thereafter, are recorded at cost or
amortized cost.

Held for Trading

Held for trading financial assets and liabilitics are measured at fair value at the date of the Statement of Financial Position. Interest paid or
earned, interest accrued, gains and losses realized on disposal and unrealized gains and losses from market fluctuations are included in the
Statement of Operations. Kneehill Regional Water Services Commission has not designated any non-derivative financial liabilities as fair

value financial liabilities.
Derivatives

Derivatives, including embedded derivatives that mest separate recognition criteria, are carried at fair value and are reported as assets
when they have a positive fair value and as a Jiability when they have a negative fair value, unless the derivative is designated and
qualifies for hedge accounting. Changes in fair value during the period are recorded in the Statement of Operations. As at

December 31, 2007, Kneehill Regional Water Services Commission has no cutstanding derivatives.

Transaction Costs

Transaction costs are expensed as incurred. Transaction costs do not include debt premiums or discounts or financing costs, which are
netted against the carrying value of the liability and then amortized over the expected life of the instrument using the effective interest
method.

Determination of Fair Value

The fair value of a financial instrument is the amount of consideration that would be agreed on in an arm’s-length transaction between
knowledgeable, willing parties who are under no compulsion to act. The fair value of a financial instrument on initial recognition is the
transaction price, which is the fair vatue of the consideration given or received. Subsequent to initial recognition, the fair values of
financial instruments that are quoted in active markets are based on bid prices for financial assets held and offer prices for financial
liabilities. When independent prices are not available, fair values are determined by using valuation techniques that refer to observable
market data.

Gregory, Harriman & Associates, Professional Acoountants 7
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Kneehill Regional Water Services Commission
Notes to Financial Statements
December 31, 2007

Significant Accounting Policies (continued)
c)  Section 3865, Hedges
Section 3865 addresses the identification, designation, documentation and effectiveness of hedging transactions for the purpose of

applying hedge accounting. It also establishes conditions for applying, and the discontinuance of hedge accounting and hedge
effectiveness testing requirements. Kneehill Regional Water Services Commission currently has no hedging contracts.

d)  Transitional Adjustments

On January 1, 2007, Knechill Regional Water Services Commission did not need to make any transitional adjustments to its Statement of
Financial Position to adopt the new requirements.

¢ Revenue Recognition

Sales of goods are recognized as revenue in the period in which the fransaction occurred that gave rise to the revenues.

The Commission follows the deferral method of accounting for contributions. Restricted contributions are recognized as revenue in the
year in which the related expenses are incurred. Unrestricted contributions are recognized as revenue when received or receivable if the

amount {0 be received can be reasonably estimated and collection is reasonably assured.

Contributions specified for capital purposes are recorded as deferred capital asset contributions. These deferred contributions are taken
into income as the related capital costs are amortized.

d. Capital Assets

Purchased capital assets are recorded at cost. Contributed capital assets are recorded at fair value at the date of contribution. Capital
assets are amortized on a straight-line basis over the following periods:

Computer equipment 3 years
Supervisory control and data acquisition (SCADA) 5 years
Engineering structures 25 and 50 years

¢.  Income Taxes
The Commission is exempt from income taxation under Section 149 (1) {(d.5) of the Canada Income Tax Act.
f.  Invested in Capital Assets

The balance represents Kneehill Regional Water Services Commission’s net investment in capital assets. It is the original asset cost, less
accymulated amortization, debt directly related to the asset, and any deferred contributions related to the asset.

g-  Unrestricted Net Assets

These amounts are not restricted and are available for any purpose approved by the Members of the Board.

k. Measurement Uncertainty

The financial statements have been prepared in accordance with Canadian generally accepted accounting policies. The precise value of
many assets and liabilities is dependent on future events. As a result, the preparation of financial statements for a period involves the use
of approximations, which have been made using careful judgement by management. Actual results could differ from those

approximations,

Gregory, Harriman & Associates, Professional Accountants 8
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Notes to Financial Statements
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December 31, 2007
Cash 2007 2006
ATB Financial - Chequing 5 - $ 31547
Short Term Investments 2007 2006
ATB Financial Flexible GIC $ 5,000 -
The investment consists of a two year flexible GIC, which matures July 17, 2008, and bearing interest of 4.45% per annum.
Accounts Receivable 2007 2006
Accrued interest receivable s 326 by 70
Trade accounts receivable 12,654 -
Related party receivable (Note 15) 123,212 149,339
Provincial government transfers - -
Federal government transfers - -
Goods and Services Tax receivable 12,181 4,974
b 147,773 $ 154,383
Long Term Investments 2007 2006
ATB Financial Flexible GIC - by 3,000
The investment consists of a two year flexible GIC maturing July 17, 2008, and bearing interest of 4.45% per annum.
Capital Assets 2007 2006
Cost Accumulated Net Book Net Book

Amortization Value Value
Land 3 38,802 § - 3 38,802 b3 38,802
Engineering structures 31,185,317 2,372,673 28,812,644 29,861,939
Computer equipment 5,220 5,220 - -
Supervisory control and data acquisition (SCADA) 150,000 19,500 130,500 136,500
Totals 3 31,379,339 § 2,397,393 § 28,981,946 $ 30,037,241

Gregory, Harriman & Associates, Professional Accountants
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Kneehill Regional Water Services Commission
Notes to Financial Statements

December 31, 2007
Other Assets 2007 2006
Water capital contribution $ 2,400,000 $ 2,400,000
Less: Accumulated amortization ] (216,000) (120,000)

$ 2,184,000 $ 2,280,000

A review of the capital upgrades undertaken by the Town of Drumheller to produce and deliver water was done by the Commission and
the Town of Drumhelier. It was determined that the contribution required to support the capital upgrades of the Town of Drumheller's
water treatment facility, to supply the water capacity required by the Commission, was $2,400,000. This contribution is being recognized
by the Commission over 25 years, which is the term of the agreement with the Town of Drumhetler.

Bank indebiedness 2607 2006
ATB Financial - Chequing s 22,192 s -
Bank line of credit : 86,192 -

5§ 108384 $ -

The Commission has an authorized revolving line of credit of $3,000,000 at a rate of Prime less 0.50% covered by a general security
agreement, a trust agreement between the borrower and the Village of Acme, and the assignment of the water supply agreement with the
Town of Drumheller, of which $2,913,808 remained unused at year end,

Accounts Payable and Accrued Liabilities 2087 2006

Trade payables $ 860,982 $ 856,700

Accrued liabilities 60,100 57,957
$ 921,082 $ 914,657

Gregory, Hariman & Associates, Professional Accountants 10
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Kneehill Regional Water Services Commission
Notes to Financial Statements
December 31, 2607

Deferred Contributions Related to Capital Assets

Appendix |

Deferred contributions related to capital assets represent the unamortized portion of government grants relating to capital costs. Changes

in the deferred contributions balance are as follows:

2007 2006
Balance at beginning of year $ 19,419,212 5 19,395,761
Add: Transfer from deferred contributions related to capital assets under construction - -
Add: Contributed revenue - 784,541
Less: Amounts amortized to revenue (770,155) (761,090)
Balance at end of year $ 18,649,057 $ 19419212
Deferred Contributions Related to Water Capital Contribution 2007 2006
Contributed revenue $ 1495200 $ 1,495,200
Less: Amounts amortized to revenue (134,568) {74,760)
$ 1,360,632 $ 1,420,440
Lonrg Term Debt 2007 2006
Debenture $ 11,599,183 $ 11,841,544
11,599,183 11,841,544
Less: Current portion {256,703) (242,361)
$ 11,342,480 3 11,599,183
Principal and interest repayments are due as follows:
Principal Interest Total
2008 $ 256,703 $ 679,033 $ 935736
2009 271,907 663,829 935,736
2010 288,025 647,711 935,736
2011 305,112 630,624 935,736
2012 323,227 612,509 935,736
Thereafter 10,154,209 6,287,467 16,441,676
$ 11,599,183 $ 9,521,173 ¥ 21,120,356

Debenture debt will accrue interest at a rate of 6.18% per annum from June 15, 2005 to June 15, 2030 on $9,691,682. The remaining
$1,907,501 will accrue interest at a rate of 4.392% per annum from September 15, 2005 to September 15, 2030, The debenture debt is
repayable in semi-annual installments of $401,571 and $66,297. Debenture debt is issued on the credit and security of the Commission at

large.

Interest on long term debt amounted to $692,230 (2006 - $705,819).

Gregory, Harriman & Associates, Professional Accountants
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Kneehill Regional Water Services Commission
Notes to Financial Statements

December 31, 2007
Long Term Debt (continued) 2007 2006
Total debt limit $ 15,000,000 $ 15,000,000
Total debt 11,599,183 11,841,544
Amount of debt limit unused $ 3,400,817 $ 3,158,456
Debt servicing limit N/A N/A

The debt limit is calculated at 2 times the revenue of the Commission (as defined in Alberta Regulation No. 76/2000) and the debt service
limit is calculated at (.35 times such revenue. Incurring debt beyond these limitations requires approval by the Minister of Municipal
Affairs. These thresholds are guidelines used by Alberta Municipal Affairs to identify commissions that could be af financial risk if
further debt is acquired. The calculation taken alone does not represent the financial stability of the Commission. Rather, the financial
statements must be interpreted as a whole,

Alberta Municipal Affairs has issued Ministerial Order No. L:158/04 authorizing the Commission to borrow up to $15,000,000 to
complete construction of the regional water transmission line. As the debt is prescribed by a Ministerial Order, the debt service limit is not

applicable.
Net Assets Invested in Capital Assets

Net assets invested in capital assets is calculated as follows:

2007 2006
Capital assets $ 23,981,946 $ 30,037,241
Long term debt related to capital assets (10,729,704) (10,953,396)
Deferred contributions related to capital assets (18,649,057} {19,419,212)

$  (396,815) $ (335867

Related Party Transactions

The Village of Acme, Village of Beiscker, Village of Carbon, Village of Linden, Town of Irricana, Knechill County and Municipal
District of Rocky View are members of the Commission and, as such, have been identified as related parties. The commission has entered
into agreements with these related parties to supply water service to their customers.

Service fees are based on budgeted operating costs of the Commission and are allocated among commission members. Water sales are
based on actual water consumption during the year. Fees and rates are reviewed by the Commission on an annual basis. Service fees and
water sales charged to commission members are as follows:

2007 2006

Village of Acme b3 148,493 b 156,870
Yillage of Beiseker _ 241,131 288 882
Village of Carbon 123,896 134,404
Village of Linden 252,682 271,672
Town of Irricana 215,516 206,662
Kneehiil County 23424 16,676
Municipal District of Rocky View 137,680 137,680

$ 1,142,822 $ 1,212,846

Gregory, Harriman & Associates, Professional Accountants 12
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Kneehill Regional Water Services Commission
Notes to Financial Statements
December 31, 2007

Related Party Transactions {confinued)

Amounts due from commission members are payable upon receipt of invoice, and have arisen from water sales charged and service fees
provided during the year. Amounts due from the commission members at the end of the year are as follows:

2007 2006

Village of Aeme b3 12,809 5 11,604
Village of Beiseker 38,211 43,540
Village of Carbon 10,455 19,599
Village of Linden 17,241 31,751
Town of Irricana 38,162 39,769
Kneehiil County 5,054 2,436
Municipal District of Rocky View 1,280 640

§ 123,212 § 149339

Knechill County has been contracted by the Commission to provide services for the maintenance of the water transmission and
distribution lines. Payments are based on an applied hourly rate. During 2007, fees in the amount of $11,979 (2006 - $17,546) were paid

to Knechill County.

Extraordinary Item

During the year $58,662 was paid in relation to a boil water advisory issued by the Town of Drumheller,

Commitments

Commencing in 2003, the commission entered into 20 year lease agreements with various landowners for land use. Total rental payments
are $2,600 per year.

Commencing in 2004, the commission entered into a 25 year agreement with the Town of Drumheller to purchase treated water. Rates are
calculated on a cost of service basis utilizing the principles set out in the American Water Works Association (AWWA) manuals of
practice dealing with water rates and charges. Rates are reviewed on an annual basis,

Contingencies

During the year, a boil water advisory was issued. The Commission along with the member communities incurred numerous expenditures
during the time when the boil water advisory was in effect. The Commission has prepared a request for reimbursement of the additional
costs incurred, due to the boil water order, with the Town of Drumbheller. The Town of Drumheller has submitted this claim to their
insurance company. At this time it is unknown if, or how much of these costs will be recovered.

The Commission has received an invoice from the Town of Drumheller requesting a contribution towards the Town of Drumheller Water

Treatment Plant Master Plan Update. The Commission and the Town are not in agreement that this obligation is owed by the
Commission. Due to the uncertainty of the outcome, no liability has been recogriized in the financial statements at year end.

Gregory, Harriman & Associates, Professional Accountants 13
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Kneehill Regional Water Services Commission
Notes to Financial Statements
December 31, 2007

Financial Instruments

The Commission's financial instruments consist of cash, short term investments, accounts reccivable, long term investments, bank
indebtedness, accounts payable and accrued fiabilities and long term debt,

Credit Risk

Credit risk arises from the possibility that the entities to which the Commission provides services may experience financial difficulty and
be unable to fulfill their obligations. The Commission s exposed to financial risk that arises from the credit quatity of the entities to
which it provides services. As the Commission provides products and services to a variety of customers, its credit risk is minimized,

Interest Rate Risk

Interest rate risk arises from the possibility that the value of, or cash flows related to, 2 financial instrument will fluctuate as a result of
changes in market interest rates. The Commission is exposed to financial risk from interest rate differentials between market interest rates
and the rates used on their financial instruments,

Fair Value

The fair value of cash, short term investments, accounts receivable, bank indebtedness and accounts payable and accrued liabilities,
comesponds approximately to their carrying amount because of their shott term maturity dates.

The fair value of long term debt is determined using the present vatue of future cash flows under current financing agreements.

Approval of Financial Statements
The Board of Directors of the Commission approved these financial statements,
Comparative Figures

The prior year comparative figures have been reclassified to conform to the current year's presentation.

Gregory, Harriman & Associ ates, Professional Accountants ' 14
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Karen A. Gregory Shelley Harriman

B.A., B.Comm. CA. Certified General Accountant
Professional Corporation Professional Corporation

April 19, 2008

To the Chairman and Board of the
Kneehill Regional Water Services Commission

Dear Chairman and Board Members:

We have finalized the audit of the Kneehill Regional Water Services Commission (the "KRWSC") for
the year ended December 31, 2007. We would fike to take this opportunity to thank Joanne Weller
for her cooperation and asssstance during the course of this audit. The objective of an audit is to
obtain reasonable assurance that the financial statements are free of material misstatement and it is
not designed to identify matters that may be of interest to management in discharging its
responsibilities. Accordingly, an audit would not usually identify all such matters. However, we
encountered some weaknesses in the control systems that should be addressed. These
weaknesses have been identified solely as a result of the audit and are not the result of a detailed
study of the accounting systems of the Commission. The matters identified are as follows:

1. Maintenance Services Agreement with Kneehill County not signed.

The agreement with Kneehill County for provision of maintenance services on the
transmission and distribution lines to KRWSC has not been signed by Kneehill
County. As this is a legal contract for which KRWSC is obligated to provide payment
for services provided by Kneehill County, it is important to obtain a signed copy from
Kneehill County. This ensures that the terms of the agreement are clearly identified,
documented and communicated to all parties.

2. Amounts owing to the Town of Drumheller as a capital contribution, have not been paid in
total by the December 31, 2005 deadline. As at December 31, 2007, $600,000 was still
outstanding of the $2,400,000 agreed upon.

As per the agreemerit with the Town of Drumbheller, the capital contribution relating to
the water line was to be paid by December 31, 2005. Prompt payment of this amount
should be made to ensure conformity with grant application and qualification.

#104, 331 - 3rd Avenue, Strathmore, Alberta TIP 1T5
Ph: (403) 934-3176 « Fax: (403) 934-3182 » Toll Free: 1-866-934-3176 « Email: mailbox@gh-a.com
www.gh-a.com
Association of two Professional Corporations that are in the practice of accountancy
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3. During 2006, it was discovered that the Commission made a c¢laim to ICAP and ATU for
expenditures incurred in the development of the water system, and was paid by both.

We have calculated the amount to be repaid to ICAP for the over-claimed amount to
be $234,926.15. The Commission needs to be aware that this amount is still ,
outstanding. ICAP has indicated that they will not be asking that this amount be
repaid, but will reduce any future grants entitlements by this amount.

4. Potential grant funding relating to the track flow system has not been pursued.

The Innovation Grant Program was applied for previously, however the Commission
was turned down due to the number of applicants at that time. As per the 2006 Board
Minutes and discussion with Joanne Weller, a subsequent grant application was to be
made jor this grant but has not been completed.

3. The Commission continues to reflect an operating deficit in its financial statements.,

Based on the operating results for 2006 and 2007, it is recommended that the
Commission review its five year financial plan in light of this matter. We have been
forwarded recent correspondence received by the Commission from the Minister of
Municipal Affairs indicating that the government is unable to provide any additional
financial support to the Commission at this time. This leaves the Commission to
review this situation and seek an independent solution. The correspondence does
suggest that the Board consider a corporate review of its operational and financial
planning practices, and we strongly recommend that this be pursued by the Board.

6. No asset acquisition and disposal policy has been formulated by the Commission.

It is recommended that KRWSC establish an asset acquisition and disposition policy.
The policy should reference criteria to be foilowed regarding capitalization of assefs.

7. The Commission does not currently have Board Governance Policies and Procedures in
place.

The Board should consider establishing Board Policies and Procedures and formal
documentation of such, to ensure that Board Governance Policies are clearly defined
and well documented.

If you have any questions or require assistance with the implementation of any of the above
recommendations, please do not hesitate to contact our office. This communication is prepared
solely for the information of management and is not intended for any other purpose. We accept no
responsibility to a third party who uses this communication.,

Yours truly,

T D

S. Harriman, C.G.A.
Gregory, Harriman & Associates
Professional Accountants
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KNEEHILL REGIONAL WATER SERVICES COMMISSION
FINANCIAL STATEMENTS

DECEMBER 31, 2008
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Karen A. Gregory Shelley Harriman
B.A., B.Comm., C.A. Certified General Accountant
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AUDITORS' REFORT

To the Members of the Board of
Knechill Regional Water Services Commission

We have audited the Statement of Financial Position of the Kneehill Regional Water Services
Commission as at December 31, 2008 and the statements of operations, changes in net assets and cash
flows for the year then ended. These financial statements are the responsibility of the commission’s
management, Our responsibility is to express an opinion on these financial statements based on our audit,

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we pian and perform an audit to obtain reasonable assurance whether the financial
statoments are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of
the Kneehill Regional Water Services Commission as at December 31, 2008 and the results of its
operations and its cash flows for the year then ended in accordance with Canadian generally accepted

accounting principles.

,%/oy, %rﬁ?ab—- - ﬁﬂb& .
Strathmore, Alberta Gregory, Harriman & Associates
March 4, 2009 Professional Accountants

. . #104, 331 - 3rd Avenue, Strathmore, Alberta T1P IT5
Ph: (403) 934-3176 « Fax: (403) 934-3182 « Toll Free: 1-866-934-3176 » Email: mailbox@gh-a.com
www.gh-a.com 1
Association of two Professional Corporations that are in the practice of accountancy




Kneehill Regional Water Services Commission

Statement of Financizal Position

As at December 31, 2008

ASSETS

CURRENT ASSETS
Cash (Note 7)
Short term investments (Vofe 3)
Accounts receivable (Note 4, 13}

CAPITAL ASSETS (Note 5)
OTHER ASSETS (Note 6)
TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Bank indebtedness (Nore 7}
Accounts payable and accrued liabilities (Note 8)
Current portion of long term debt (Note 11)

. LONG TERM LIABILITIES

Deferred contributions related to capital assets (Note 9)
Deferred contributions related to water capital contribution (Nofe 13)
Long term debt, net of current portion (Nove 11}

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets (Wofe 2, 12)
Unrestricted (Nofe 2)

TOTAL NET ASSETS
TOTAL LIABILITIES AND NET ASSETS

Commitments (Note 15)

" Contingencies (Wote 16)

Appendix J

2008 2007

$ - $ -
- 5,000

170,558 147,773
170,558 152,773
27,920,237 28,981,946 -
2,088,000 2,184,000
"$ 30,178,795 $ 31,318,719
$ 519,017 $ 108,384
796,238 921,082
271,907 256,703
1,587,162 1,286,169
18,045,715 18,649,057
1,300,824 1,360,632
11,070,573 11,342,480
30,417,112 31,352,169
32,004,274 32,638,338
(617,720) (396,815)
(1,207,759) (922,804)
(1,825,479) (1,219,619)

$ 30,178,795

$ 31,318,719

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants

Director




Kneehill Regional Water Services Commission

Statement of Operations

For the Year Ended December 31, 2008

REVENUE
Water sales to commission members (Note 13)
Govermnment transfers
Investment income
Other revenue
Amortization of deferred water capital contribution
Amortization of deferred capital asset contributions
TOTAL REVENUE

EXPENSES
Amortization of capital assets
Amortization of water capital contribution
Bank charges and short term interest
Contracted and general services (Nofe 13)
Director's fees
Manager's fees
Interest on capital long term debt (Nofe 11}
Materials, goods, supplies and utilities
Other expenditures

TOTAL EXPENSES

EXCESS (DEFICIENCY) OF REVENUE OVER EXPENSES
BEFORE EXTRAORDINARY ITEM

EXTRAORDINARY ITEM (Note 14)
EXCESS (DEFICIENCY) OF REVENUE OVER EXPENSES
NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR

Appendix J

2008 2007
$ 1,061,480 $ 1,142,322
87 9,419
178 12,075
59,308 59,808
778,740 770,155
1,900,293 1,994,279
1,061,709 1,061,709
96,000 96,000
7,057 1,283
63,348 70,196
7,925 14,838
39,015 50,670
677,560 692,230
431,867 443914
21,672 20,638
2,406,153 2,451,478
(505,860) (457,199)
- (58,662)
(505,860) (515,861)
(1,319,619) (803,758)

The accompanying notes form an integraf part of these financial statements.
Gregory, Harriman & Associates, Professionat Accountants

S (1825479 § (1,319,619




Kneehill Regional Water Services Commission

Statement of Changes in Net Assets
For the Year Ended December 31, 2008

NET ASSETS AT BEGINNING OF YEAR

Excess (deficiency) of revenue over expenses
Extraordinary item

Purchase of capital assets

Long term debt proceeds

Other inter-fund adjustments

Deferred contributions

Principal repayments of long term debt

NET ASSETS AT END OF YEAR

Appendix J

2008 2007
Invested in

Capital Assets Unrestricted Totsl Total
$ (396815 $  (922,804) $ {1,319619) $ (803,758}
(281,969) (222,891) (505,860) (457,199)
- - - (58,662)
{175,397 175397 - -
(£9,242) 19,242 - -
256,703 (256,703) - -
s 5617,720; s 51=207,759! $ 51,825;479! $ 51‘319,6!9!

The accompanying notes form an integral part of these financial statements.

Gregory, Harriman & Associates, Professional Accoumtants
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Knechill Regional Water Services Commission
Statement of Cash Flows
For the Year Ended December 31, 2008

2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Excess (deficiency) of revenue over expenses § (505860) $ (457,199)
Extraordinary item - {58,662
(505,860) {515,861)
Ttems which do not affect cash:

Amortization of capital assets 1,061,709 1,061,709

Amortization of water capital contribution 96,000 96,000

Amortization of deferred capital contribution (603,342) {770,155)

Amertization of deferred water capital contribution (59,808) (59,808)
Net changes in non-cash working capital balances

Decrease (increase) in accounts receivable (27,349) 13,817

Decrease {increase) in Goods and Services Tax payable/receivable 4,563 (7,207

Increase (decrease) in deferred revenue - -

Increase (decrease) in deferred contributions related to capital assets - -

Increase (decrease) in deferred contributions related to water capital

contributions - .

Increase (decrease) in deferred contributions related to capital asseis

under construction -
Increase {decrease) in accounts payable and acerued liabilities (124,843) 6,425
: 346,930 340,781
Net cash provided (used) by Operating Activities (158,930) {175,080)
CASH FLOWS FROM INVESTING ACTIVITIES
' Purchase of investments - -

Purchase of capital assets - (6,414)

Disposal of investments 5,000 -

Purchase of capital assets under construction . .

- _Payment of water capital contribution . . __. .. T S o
Net cash provided (used) by Investing Activities 5,000 (6 414)
CASH FLOWS FROM FINANCING ACTIVITIES
' Long term debt issued , - -

Long term debt repaid (256,703) (242,361
Net cash provided {used) by Financing Activities (256,703) (242,351)
CHANGE IN CASH AND EQUIVALENTS DURING THE YEAR (410,633) (423,855)
CASH POSITION AT BEGINNING OF YEAR (108,384) 315471
CASH POSITION AT END OF YEAR $  S1HHUD $ (108,384)
Cash Flow Supplementary Information .

“Interest paid on long term debt (Nore /1) $ 677560 $ 692,230

The accompanying notes form an integral part of these financial statements.
Gregory, Harriman & Associates, Professional Accountants 5
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Kneehill Reglonal Water Services Commission
Notes to Financial Statements
December 31, 2608

Nature of the Organization

Knechill Regional Waler Services Commission (the “Commission”} is constituted under the Municipal Government Act and was approved
by the Minister of Municipal Affairs on September 30, 2003, for the purposs of constructing, mainteining, controlling and managing a

regional potable water supply system.

The members of the Commission are the Village of Acme, the Village of Beiseker, the Village of Carbon, the Village of Linden, the Town
of Irricana, Kneehill Connty and the Municipal District of Rocky View.

Significant Accounting Policies

A. Basis of Presentation

These financial statements have been prepared by management in sccordance with Canadian generally accepied accounting principles,

B. Financiai Instruments

As required by the CICA, on January 1, 2007, Knechill Regional Water Servives Commission adopted CICA Handbook Section 1530,
Comprehensive Income ;, Section 3855, Financial Instruments — Recognition and Measurement ; Section 3861, Financlal Instruments —
Disclosure and Presentation ; and Section 3865, Hedges. The adoption of these new standards resulted in changes in the accounting and
presentation for financial instruments. As required by the implementation of the new standards, the prior period’s financial statements
have not been restated. The principal changes in the accounting for financial instruments, due to the adoption of thess accounting
standards, are described below.

a)  Section 1530, Comprehensive income

Section 1530 requircs a Statement of Comprehensive Income, which conaists of net Income and other comprehensive income (“OCT”).
OCI is a new requirement to temporarily present unrecognized gains and losses from changes in fair value outside net income. It includes
Kanechili Reglonal Water Services Commission’s unrealized gains and losses resulting from market value fluctuations of financial
instruraents classified as available for sale, Comprehensive income and its components arc presented in the Statement of Operations.
Currently, Kneehill Regionat Water Services Commission has no financial instruments designated as available for sale; hence there Is no
balance in the Statement of Comprehensive Income,

b} Section 3855, Financial Instruments — Recognition and Measurement
Section 3861, Financlal Insbuments — Disclosure and Presentation

Section 3855 requires upon initial adoption of the new standards that Knechill Regional Water Services Commission designate its
financial instruments Into one of the following five categories: ) Loans and receivables; 2) Assets held to maturity; 3) Assets available
for sate; 4) Other financial liabitities; 5) Held for trading assets and liabilities.

Section 3355 also requircs that all financia) assets and financial Habilities are initially recognized at fair value and their subsequent
measurements are dependent on their classification, as described below.

The classification depends on the purpose for which the financial instraments were acquired or issued; their characteristics and Kneehill
Regional Water Services Commission's designation of such instroments are as follows:

+ Knechil! Regional Water Services Commission currently has no financial instruments classified as loans and receivables,

« Kneehill Regional Water Services Commission currently has no financial instruments classificd as assets held to maturity.

= Knechili Regional Water Services Commission currently has no financial instruments classified as asseis available for sale.

« Kneehill Regional Water Services Comeission currently has no Financial instruments classified as other financial liabilities.

« The Commission has the following financial assets and labilities classified as held for trading: cash and cash equivalents, accounts
receivable, sccrued interest receivable, accaunts payable and accrued lisbilities. Transactions to purchase or seil these items are recorded
on the trade date, and fransaction costs are immediately recognized in the Statement of Operations. Held for trading firancial instruments
arc subsequently measured at their fair value, without any deduction for transaction costs incurred on sale or other disposal. Gains and
losses arising from changes in falr value are recognized immediately in the Statement of Operations. The fair value of cash and cash
equivalents, accounts receivable, accrued interest receivable, accounts payable and accrued liabilities approximates their carrying valuc
due to their short term nature,

Gregory, Harriman & Associates, Professional Accountants 6
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Kneehill Reglonal Water Services Commission
Notes to Financial Statements
December 31, 2008

Signifteant Accounting Policles {continued)

Trade date acoounting continues to be used for all financial assets:

Receivables
Loans and receivables are non-derivative financial assets that are initially recognized at fair value and, thereafter, are accounted for at cost
or amortized cost using the effective interest method.
Held to Maturity
Held to matweity financial assets are initially recognized at fair value and, thereafter, are accounted for at cost or amortized cost using the
effective interest method.
Available for Safe
Avsilable for sale finencial assets are measured at fair value at the date of the Statement of Financial Position. Interest paid or camed,
interest accrued and gains and losscs realized on disposal are included In the Statement of Operations and Changes in Fund Batances.
Unrealized gains and fosses from market fluctuations are included in the Statement of Comprehensive Income,
Other Linbilitics
Other liabllitles are non-derivative financial Tiabilitics that are initially recognized at fair value and, thereafter, are recorded st cost or
amortized cost.
Held for Trading

Held for trading financial asseis and liabilities are measured at fair velue at the date of the Statement of Financial Position. Interest paid or
eamed, interest accrued, gains and tosses realized on disposal and unreafized gains and losses from market fluctuations are included inthe
Statement of Operations. Kncehill Regional Water Services Commission has not designated any non-derivative financial lisbilitics as fair
value financial Tabitities.

Derivat

Derivatives, including embedded derivatives that meet separate recognition criteria, are carried at fair value and are reported as assets
when thoy have a positive fair vaiue and as a liability when they have a negative fair value, unless the derivative is designajed and

' qualifies for hedge sccounting, Changes in fair velue during the period are recorded in the Statement of Operations.  As at

December 31, 2008, Kneehill Regional Water Services Commission has no outstanding derivatives.
Transaction Costy
Transaction costs are expensed as incwred. Transaction costs do not include debt premiums or discounts of financing costs, which are

netted against the canying value of the liabllity and then amortized over the cxpecied life of the instrument using the effective interest
method.

Determination of Fair Value

The fair value of a financial instrument Is the amount of consideration that would be agreed on in an arm’s-bength transaction between
knowledgeable, willing partics who are under no compuision to act. The fair value of 2 financial instrument on initiel recognition is the
transaction price, which is the fair value of the consideration given or received, Subsequent to initial recognition, the fair values of
financial instruments that are quoted in active markets are based on bid prices for financial assets held and offer prices for financial
tiabilities. When independent prices are not available, fair values are determined by using valuation lechniques that refer to observable
market data.

Gregory, Harriman & Associates, Professional Accountants 7
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Kneeht!l Regional Water Services Commission
Notes to Financial Statements
December 31,2008

Signifieant Accountlng Policles {continued)}

¢)  Section 3865, Hedges

Seotion 3865 addresses the identification, designation, docurnentation and effectiveness of hedging transections for the purpose of
applying hedge accounting. It also establishes conditions for applying, and the discontinuance of hedge accounting and hedge
effectivencss festing requirements. Knechill Regional Water Services Commission currently has no hedging contracts,

d)  Transitional Adjustments

On January 1, 2008, Kneehill Regionel Water Services Commission did not need to make any transitional adjustments to ils Statement of
Financial Position 10 adopt the new requirements.

C. Revenuc Recognition

Sales of poods are recognized as revenus in the period in which the iransaction occurred that gave rise fo the revenues.

The Commission follows the deferrat method of accounting for contributions. Restricted contributions are recognized as revenue inthe
year in which the related cxpenses arc incurred. Unrestricted contributions are recognized as revenue when received or recsivable if the
amount o be received can be reasonably estimated and collection is reasonably assured.

Contributions restricted for capital purposes are recorded as deferred capital asset contributions. These deferred contributions ars taken
tnfo income at the corresponding to the amortization rate for the related capital assets.

D. Capital Assets

Purchased capital assets are recorded at cost. Cmuﬂbutedeepimlnssetsmmoukdmfairvaluea!thcdmofemmibuﬁm No
amortizstion is taken in the year of disposal. Capitalassdsmmoﬂizedonnstmight—limbasisoverﬂlefoﬂowlngpeﬁods:

Computer equipment 3 years
Supervisory control and data acquisition (SCADA) 5 years
Engincering structures 25 and 50 years

E. TIncome Taxes
The Commission is exempt from income taxation under Section 149(!}(&5)0”19. Income Tax Act. )
F. Invesied in Capital Assels

The balance represents Knechill Regional Water Services Commission’s net investment in capital assets. 1t is the original asset cost, less
accumulated smortization, debt directly related to the assct, and eny deferred contributions related to the asset.

G. Unrestricted Net Assels

’I‘lmcamoumlsuenotmiaedmdmwai!abbformypurposeappmvedbythemnbusofmemd.

H. Measurement Uncertainty

The financial stalements have been prepared in accordance with Canadian generally accepted accounting policies. The precise value of
many assets and Habilities is dependent on future events. Asa result, the preparation of financial statements for a period involves the use
of approximations, which have been made using careful judgement by mensgement, Actual resuits could differ from those
approximations. . _

Gregory, Hamriman & Associates, Professional Accountants 8
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" A roview of the caphtal upgrades undertaken by the Town of Drumheller 1o produce and deliver water was done

Appendix J

Kneehill Regional Water Services Commission
Notes to Financial Statements
December 31,2008

Short Term Investments 2008 2007

ATB Financial Flexible GIC 5 - 5,000

The investment consisted of & two year flexible GIC, which matured July 17, 2008, at an interest rate of 4.45% per annum.

Accounts Receivable ' 2008 2007
Accrued interest receivable 5 - $ 326
Trade accounts receivable 51,923 12,054
Relafed party reccivable (Note 13) 111,017 123,212
Provincial government transfers ' - -
Federal govemment transfers - .
Goods and Services Tax receivable 7,618 12,181
$ 170,558 $ 147,773
Capital Asseis 2008 2007
Cost Accumutlated  Net Book Net Book
Amortization Value Value
Land s 333802 § - 8 38,802 $ 18,802
Engineering structures 31,185,316 3,428,381 27,756,933 28,812,644
Computer equipment 5,220 5,220 - -
Supervisory control and data acquisition (SCADA) 150,080 25,500 124,560 130,500
Totals b 3!,379&38 s 345,101 § 27920237 $ 28,981,946
Other Assets 2008 2007
Water capital contribution $ 2,400,000 $ 2,400,000
Less: Accumulated amortization {312,000) {216,000)
s 2,088‘000 b 5184‘000

by the Commission and
the Tows of Drumbeller. 5t was determined that the contribution required 1o support the capital upgrades of the Town of Drumhelles's
water treatment facility, to supply the water capacity required by the Commission, was $2,400,000. This contribution is being recognized
by the Commission over 25 years, which is the term of the agresment with the Town of Drumbsller.

Gregory, Hartiman & Assoclates, Professional Accountants 9
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Kneehill Regional Water Services Commission

Notes to Financial Statements
December 31, 2008

Bank Indebtedness

ATB Financial - Cheguing
ATB Financial - Savings
Bank line of credit

Appendix )

2008 2007

s 41981 s 22,192
(5,274) ' -
482,310 86,192

$  S19017 $ 108384

The Commission has an authorized revolving line of credit of $3,000,000 at a rate of Prime less 0.50% covered by a general security
agreement, a trust agreement between the borower and the Village of Acme, and the assignment of the water supply agreement with the

Town of Drumheller, of which $2,475,709 remained unused at year end.
Accounts Payable and Accrued Liabilities

Trade payables
Accrued liabilities
ICAT payable

ATIJ payable
Water capital payable

Deferred Contributions Related to Capltst Assets

2008 2007
$ 26170 $ 26,05
58,617 60,100
- 234,926
111,451 -
600,000 600,000
s 796238 $ 921,082

Deferred contributions related to capital assets represent the unamontized portion of govemment grants relating to capital costs. Changes

in the deferred contributions balance are as follows:

Balance et beginning of year

Add; Transfer from defesred contributions related to capital assets under construction
Add: Contributed revenue

Less: Amounts smortized to revenue

Balance at eaid of year

Deferred Contributions Related to Water Capiial Contribution

Contributed revenue
Less: Amounts amortized to revenue
Loag Term Debt

Debenture
Less: Current portion

Gregory, Harriman & Associates, Professional Accountants

2008 2007
$ 18,649,857 $ 19419212
(603,342) (770,155)
$_18,045,715 $ 18,649,057
2008 2007
$ 1,495200 $ 1,495,200
(194,376) (134,568)
$ 1,300,824 $ 1,360,632
2008 2007
$ 11,342,480 $ 11,599,183
(271,907 (256,703)
$ 11,670,573 $ 11,342,480
10
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Kneehill Regional Water Services Commission
Notes to Financia! Statements

December 31, 2008
Long Term Debt (continued)
Principal and interest repayments are due as fallows:
Principal Interest Total

2009 $ 271,907 § 663,829 $ 935736
2010 288,025 647,711 935,736
2011 ' 305,112 630,624 935,736
2012 323227 612,509 935,736
2013 342,433 593,333 935,766
Thereafter . 9,811,776 5,694,135 15,505,981

$ 11,342,480 $ 8,842,14] s 20,184,621

Dehenture debt will accrue fnterest at a vate of 6.18% per annum from June 15, 2005 to June 15, 2030 on $9,484,330. The remaining
$1,858,150 will accrue interest at a rate of 4.392% per annum from September 15, 2005 to September 13, 2030. The debenture debt is
repayable in semi-annual installments of $401,571 and $66,297. Debenture debt is issued on the credit and security of the Commission af

large.

Interest on long term debt amounted to $677,560 (2007 - $692,230).

2008 2007
Total debt limit - $ 15,000,000 $ 15,000,000
Totat debt 11,342 480 11,599,183
Amount of debt limit unused $ 3!657& $ 3!400,2 17

Debt servicing limit NA N/A

The debt limit is calculated at 2 times the revenue of the Commission (as defined in Alberta Reguiation No. 76/2000) and the debt service
Yimit is calculated af 0.35 times such revenue. Incurring debt beyond these limitations requires approval by the Minister of Municipal
Affairs. These thresholds are guidelines used by Alberta Municipal Affeirs to identify commissions that could be at financiat risk if
further debt is acquired. The calculation taken alone does not represent the financial stability of the Commission. Rather, the financiat
statements must be interpreted as a whole.

Alberta Municipal Affairs has issued Ministerial Order No. L:158/04 authorizing the Commission 1o borrow up to $15,000,000 to
complete construction of the regional water transmission line, As the debt is prescribed by a Ministerial Order, the debt service limit is not

applicable,- — —-— - - . e e m oo mciim o fm e e e mm o e e ee
Net Assets Invested In Capital Assets

Net assets invested in capital assets is calculated as follows:

2008 2007
Capitel assets § 27,920,237 $ 28,981,946
Long term debt related to capital assets (10,492,242) (80,729, 704)
Deferred contributions related to capital assets (18,045,715) {18,649,057)

$__(617,120) $ _ (396.815)

Gregory, Harriman & Associatcs, Professionat Accountants t
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¥Knechill Regional Water Services Commission
Notes to Financial Statements
December 31, 2008

Related Party Transactions

The Village of Acme, Village of Beiscker, Village of Carbon, Viliage of Linden, Town of Trricana, Kneehill County and Municipal
District of Rocky View are members of the Commission and, as such, have been identificd as related partics. The Commission has entered

into agrecments with these related parties to supply water service to their customers.

Service fees are based on budgeted operating costs of the Commission and are allocated among commission members. Water sales arc
based on actual water consumption during the year. Fees and rates are reviewed by the Commission on an annual basis. Service fees and
water sales charged to Commission members are as follows:

2008 2007
Village of Acme § 157346 $ 148493
Village of Beiseker 253,486 241,131
Village of Carbon 129,668 123,896
Village of Linden 231,696 252,682
Town of Iricana 251,957 215,516
Kneehill County 29,607 23,424
Municipal District of Rocky View 8,320 137,680

$ 1061430 $ 1142322

Aniounts due from Commission members arc payable upon receipt of invoice, and have arisen from water sales charged and service fees
provided during the year. Amounts due from the Commission members at the end of the year are as follows:

2008 2007
Village of Acme 5 13,968 L} 12,809
Village of Beiscker 21,700 38,211
Village of Carbon 10,317 10,455
Village of Linden 22,068 17,241
Town of Irricana 36,638 38,162
Kneehili County 5,046 5,054
Municipal District of Rocky View 1,280 1,280

§ 111017 3 123,212

Knechill County has besn contracted by the Commission to provide services for the maintenance of the water transmission and
disteibution lines, Payments are based on an applied howrly rate, During 2008, fees In the amount of §17,138 (2007.- $11,979) were paid
to Knechill County.

Extraordinary ltem
During 2007 $58,662 was paid in relation to a boil water advisory issued by the Town of Drumheller,
Commitments

Cosnmencing in 2005, the Commission entered into 20 year lease agrecments with various landowners for land use, Total rental payments
are $2,600 per year.

Commencing in 2004, the Commission entered into a 25 year agreement with the Town of Drumheller fo purchase treated water, Rates
are calculated on a cost of service basis utilizing the principles set out in the Ametican Water Works Association (AWWA) manuals of
practice dealing with water rates and charges. Rates are revicwed on an annual basis,

Gregory, Harriman & Associates, Professional Accountants 12
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Kneehill Regional Water Services Commission
Notes to Financial Statements
December 31, 2008

Contingencies

Daring the prior year, a boil water advisory was issued, The Commission along with the member communities incurred numerous
expenditures during the time when the boil water advisory was in effect. The Commission has prepared a request for reimbursement of
the additional costs incurred, due to the boil water order, with the Town of Drumheller. The Town of Drumheller has submitied this elatm
fo their insurance company. At this time it is unknown i€, or how much of these costs will be recovered.

The Commission has received an invoice from the Town of Drumhelfer requesting a contribution towards the Town of Drumbeller Water

Treatment Plant Master Plan Update. The Commission and the Town are not in agreement that this obfigation is owed by the
Commission, Due to the uncertainty of the ontcome, no liability has been recognized in the financial statements at year ¢nd,

Finan¢lal Instruments

The Commission's financia! instruments consist of cash, short term investments, accounts receivable, bank Indebtedness, accounts payable
and accrued liabilities, and long term debt.

Credit Risk
Credit risk arises from the possibility that the entities to which the Commission provides services may experience financial difficulty and

be unable to fulfill their obligetions, The Commnission is exposed to financial risk that arises from the credit quality of the entities to
which it provides services. As the Commission provides products and services to 8 variety of customers, its credit risk is minimized.

Inteyest Rate Risk

Interest rate risk ariscs from the possibility that the value of, or cash flows related to, a financial instrament will fluctuate as a result of
changes in market interest rates, The Commission is exposed to financial fisk from interest rate differentials between market interest rates
and the rates used on their financial instruments.

Fair Value

The fair value of cash, short term investments, accounts receivable, bank indebtedness, and accounts payable and accrued Hizbilities,
corresponds approximately fo their carrying amount because of their short term muturity dafes,

The fair value of long term debt is determined using the present value of future cash fiows under curreat financing agreements.

Approval of Fiianciai Statemeénts ~ -

The Board of Directors of the Commission approved these financial statements,

Gregory, Harriman & Associates, Professional Accountants I3




Appendix )

GREGORY,
HARRIMAN
& ASSOCIATES
PROFESSIONAL ACCOUNTANTS

Shelley Hatriman
Certificd General Accountant
Professional Corporation

Karen A. Gregory
B.A., B.Comm., CA.
Professional Corporation

March 4, 2009

To the Chairman and Board of the
Kneehill Regional Water Services Commission

Dear Chairman and Board Members:

We have finalized the audit of the Kneehill Regional Water Services Commission (the
"KRWSC") for the year ended December 31, 2008. We would like to take this opportunity to

management in discharging its responsibilities. Accordingly, an audit would not usually identify
all such matters. However, we encountered some weaknesses in the control systems that
should be addressed. These weaknesses have been identified solely as a result of the audit
and are not the result of a detailed study of the accounting systems of the Commission. The
matters identified are as follows:

1. The Commission continues to reflect an operating deficit in its 2008 financial statements
and had budgeted for an operating deficit in their 2008 financial budget,

Based on the operating results for 2006 through 2008, it js reconmmended that the
Commission develop a five year financiat plan in which to address steps, which
can be taken by the Commission In order to address their current financial
Situation. We suggest that the Board consider a corporate review of its
operational and financial planning practices.

2. Amounts owing to the Town of Drumheller as a capital contribution, have not been paid
in total by the December 31, 2005 deadline. As at December 31, 2008, $600,000 was
still outstanding of the $2,400,000 agreed upon.,

#104, 331 - 3rd Avenue, Strathmore, Alberta TIP 1TS
Ph: (403) 934-3176 + Fax: (403) 934-3182 ¢ To}l Free: 1-866-934-3176 « Email: mailbox@gh-a.com
www.gh-a.com
Association of two Professional Corporations that ace in the practice of accobutancy
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- During 2006, it was discovered that the Commission made a claim to ICAP and ATU for
expenditures incurred in the deveiopment of the water system, and was paid by both.

We have calculated the amount to be repaid to ICAP for the over-claimed amount
to be $234,926.15. The Commission needs to be aware that this amount is still
outsfanding. ICAP has indicated that they will not be asking that this amount be
repaid, but future grants or entitiements of the applicant, Village of Acme, may be
reduced to offset this payable. The Commission will therefore, have a payable to
the Village of Acme for this amount,

. Subsequent to year end, & grant claim was submitted to ICAP. Upon review of the grant
claim form, it appears that Many expenses listed were claimed under a previous claim.

The Commission needs fto review the expenses to snsure that expenditures are
not being double_ claimed.

. The Commission does not currently have Board Governance Policies and Procedures in
place. '

The Board shouid consider establishing Board Policies and Procedures and
formal documentation of such, to ensure that Board Governance Policies are
clearly defined and well documentad,

. The bank reconciiiations were not completed correctly.

ledger accuratoly and on a timely basis. This will provide management and the
Board with accurate financial data on which to base their financial decislons,

. No asset acquisition and disposal policy has been formulated by the Commission.

It is recommended that KRWSC establish an asset acquisition and disposition
policy. The policy should reference criteria to pe followed regarding
capltalization of assets,

. Potential grant funding relating to the track flow system has not been pursued,

The Innovation Grang Program was applied for previously, however the
Commission'’s application was not accepted at that time due to the high number
of applicants, A subsequent grant application should pe prepared to potentiafly
access the funds availabie,

' GREGORY,
( HARRIMAN
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Yours truly,

CSellverrs o

S. Harriman, C.GA,
Gregory, Harriman & Associates
Professional Accountants
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BYLAW # 2003-03

o,
)

i
OF THE KNEEHILL REGIONAL WATER SERVICES COMMISSION (’ ;
hereinafter referred to as the “Commission” 7"2: ,
IN THE PROVINCE OF ALBERTA >

THIS BYLAW AUTHORIZES THE BOARD OF THE COMMISSION TO INCUR AN
INDEBTEDNESS FROM THE ALBERTA TREASURY BRANCH, BY THE ISSUANCE OF A
REVOLVING LINE OF CREDIT AND A CAPITAL LOAN TO FINANCE THE CONSTRUCTION

OF THE KNEEHILL WATER LINE

WHEREAS, the board of the Commission has decided to issue a bylaw pursuant to Sections 256 and
257 of the Municipal Government Act to authorize short term financing to construct a capital

property.

In order to finance short term obligations, it will be necessary for the commission to borrow
up to the aggregate amount of Eleven million dollars {$11,000,000.00) on the terms and conditions
referred to in this Bylaw. :

The Municipality will repay the indebtedness by making monthly interest payments on the
amount borrowed at the Alberta Treasury Branch not to exceed the prime lending rate as established
by ATB from time to time. Such interest will be calculated daily and due and payable on the Jast day

of each and every month.

THEREFORE, the Board of the Kneehill Regional Water Services Commission duly assembled
enacts as follows:

1. That the Kneehill Regional Water Services Commission borrow from time to time from the
Alberta Treasury Branch, a sum or sums not exceeding the aggregate amount of Eleven
Million Dollars {$11,000,000.00) which the Board deems necessary to expend to meet
expenditures during construction of the waterline.

2. That for the purpose of financing short term obligations, the sum of Three Million dollars
($3,000,000.00) be borrowed from the Alberta Treasury Branch by way of an authorized
overdraft lending loan and Ten million Dollars ($10,000,000.00) capital loan on the credit and
security as promised in the agreement between the Alberta Treasury Branch and the Kneehll
Regional Water Services Commission which is to paid with sources of money from:

a) Provincial and Federal Grant monies; and
b) Alberta Capital Authority. '

3. The revolving line of credit loan shall bear interest on the amount drawn, not exceeding the
0.25% below the prime rate as set by the Alberta Treasury Branch from time to time and
interest shall be payable on a monthly basis on the amount drawn.

4. The capital loan shall bear interest on the amount drawn, not exceeding the prime rate as set
by the Alberta Treasury Branch from time to time and interest shall be payable on a monthly
basis on the amount drawn.
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5.

10.

11.

12.

The loan shall be payable in lawful money of Canada at the Alberta Treasury Branch in the
Village of Linden.

The loan shall be signed by the Chairman and the Secrefary Treasurer of the Commission and
the Secretary Treasurer shall affix the corporate seal c_)f the Commission to the loan papers.

The indebtedness is contracted on the credit and security as outlined in the Security
Documents section of the Banking Agreement.

The net amount realized by the issuance of the loan authorized under this bylaw shail be
applied only for the purpose for which the indebtedness was created.

The Board of the Kneehill Regional Water Services Commission shall review the terms and
conditions set out in this bylaw periodically as determined by the Alberta Treasury Branch.

That nothing herein contained shall waive, prejudicially affect or exclude any right, power,
benefit or security by statute, common-law or otherwise given to or implied in favor of the
said Bank.

In the event that the Municipal Government Act permits extension of the term of the loan and
in the event the board of the Corporation decides to extend the loan and ATB is prepared to
extend the loan, any renewal or extension, bill, debenture, promissory note, or other obligation
executed by the officers designated in paragraph 3 hereof and delivered to ATB will be valid
and conclusive proof as against the Corporation of the decision of the Board to extend the loan
in accordance with the terms of such renewal or extension, bill, debenture, promissory not, or
other obligation, and ATB will not be bound to inquire into the authority of such officers to
execute and deliver any such renewal extension document or security.

This Bylaw comes into force on the final passing thereof.
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Certificate

WE HEREBY CERTIFY that the foregoing resolution was duly passed by the Board of the
Kneehill Regional Water Services Commission therein mentioned at a duly and regularly constituted
meeting thereof held on the 23*° day of QCTOBER, 2003 at which a quorum was present, as entered
in the minutes of the said Commission, and that the Bylaw has come into force and is still in full force
and effect.

WITNESS our hands and seal of the Commission this 23*° day of OCTOBER, 2003.

READ A FIRST TIME THIS 23 DAY OF OCTOBER, 2003.
READ A SECOND TIME THIS 23" DAY OF OCTOBER, 2003.

READ A THIRD TIME AND FINALLY PASSED THIS 23 DAY OF OCTOBER, 2003.

CHAIRMAN

r)(( e dhee)

SECR]:,TARY/T REASURER
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COMMITMENT LETTER

LENDER: ALBERTA TREASURY BRANCHES

BORROWER: KNEEHILL REGIONAL WATER SERVICES COMMISSION

1. AMOUNTS AND TYPES OF FACILITIES (each referred to as a "Facility")
Facility #1 - Operating Loan Facility (Revolving) — Cdn. $3,000,000.00

- Facility #1 is available by way of:
- Prime-based loans in Canadian dollars
- Letters of CreditLetters of Guarantee (to an aggregate maximum of
$250,000.00) in Canadian dollars, to be contained within the $1,000,000.00

margin free amount.

- Facility #1 is to be used for the general operating purposes of Borrower during
construction to provide bridge for long term financing.

- Advances will be limited to the amount equal to the lesser of:
- the maximum principal amount of Facility #1; and
- the cost to complete the project, as certified by the Project Engineer.
- $1,000,000.00 provided on a margin free basis to accommodate timing differences.
Other Facilities - Foreign Exchange, Interest Rate and Commeodity Derivatives
- At Borrower's request, Lender may enter into foreign exchange forward contracts and/or
interest rate and commodity derivatives with Borrower from time to time. Lender makes
no commitment to enter into any such contract or derivative and may at any time in its
sole discretion decline to enter into any such contract or derivative. Any Security

Documents will also secure Borrower's liability and obligations pursuant to any such
contracts or derivatives.

2. INTEREST RATES AND PREPAYMENT:
Facility #1:

- Pncmg applicable to Facility #1 is as follows:
Prime-based loans: Interest is payable in Canadian dollars at Prime

minus 0.50% per 365-day period
- Letters of Credit/Letters of Guarantee: Fee is 2% per annum with a
minimum fee of $200.00 plus extra pocket expenses.

- Facility #1 may be prepaid in whole or in part at any time (subject to the notice
periods provided hereunder) without penalty.

Form 7520 (Rev. 03/07)
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3.  REPAYMENT:
Facility #1:

- Facility #1 is payable in full on demand by Lender, and Lender may terminate the
availability thereof (including any undrawn portion) at any time without notice.

- Facility #1 may revolve in multiples as permitted hereunder, and Borrower may borrow,
repay, reborrow and convert between types of Borrowings, up to the amount and subject
to the notice periods provided hereunder.

- Quarterly funds received from Infrastructure Canada-Alberta Program (ICAP) and
Alberta Capital Finance Authority (ACFA} by the Borrower to be applied at Lender's
option firstly to accrued interest and secondly to principal.

4. FEES:

- Any amount in excess of established credit facilities may be subject to a fee where
Lender in its sole discretion permits excess Borrowings, if any.

- For annual reports or statements not received within the stipulated periods (and without
limiting Lender's rights by virtue of such default), Borrower will be subject to 2 fee of
$250 per month (per report or statement) for each late reporting occurrence, which will
be deducted from Borrower's account.

5. SECURITY DOCUMENTS:
All security documents (whether held or later delivered) (collectively referred to as the "Security
Documents") shall secure all Facilities and all other obligations of Borrower to Lender {whether
present or future, direct or indirect, contingent or matured). The parties acknowledge that the

following security documents are currently held:

(2) General Security Agreement from Borrower providing a security interest over all present
and after acquired personal property;

(t) Trust Agreement between the Borrower and the Village of Acme — TO BE RELEASED;

(c) Assignment of the Water Supply Agreement with the Town of Drumheller.

The security docnments are registered in the following jurisdictions: Alberta.

6. REPRESENTATIONS AND WARRANTIES:

Borrower represents and warrants to Lender that:

(a) if a Loan Party is a corporation, it is a corporation duly incorporated, validly existing and
duly registered or qualified to carry on business in the Province of Alberta and in each
other jurisdiction where it carries on any material business;

(b) ifaLloan Party is a partneréhip, it is a partnership duly created, validly existing and duly

registered or qualified to carry on business in the Province of Alberta and in each other
jurisdiction where it carries on any material business;

Form 7520 (Rev. 03107}
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(c) the execution, delivery and performance by each Loan Party of this agreement and each
Security Document to which it is a party have been duly authorized by all necessary
actions and do not violate its governing documents or any applicable laws or agreements
to which it is subject or by which it is bound;

(] no event has occurred which constitutes, or which, with notice, lapse of time, or both,
would constitute, a breach of any provision of this agreement or any Security Document
given in connection herewith;

(e) the most recent financial statements of Bomrower and, if applicable, any Guarantor,
provided to Lender fairly present its financial position as of the date thereof and its
results of operations and cash flows for the fiscal period covered thereby, and since the
date of such financial statements, there has occurred no material adverse change in its
business or financial condition;

(f) each Loan Party has good and marketable title to all of its properties and assets, free and
clear of any encumbrances, other than Permitted Encumbrances;

() each Loan Party is in compliance in all material respects with all applicable laws
including, without limitation, all environmental laws, and there is no existing material
impairment to its properties and assets as a result of environmental damage, except to the
extent disclosed in writing to Lender and acknowledged by Lender; and

(h) Borrower has no Subsidiaries.
7. POSITIVE COVENANTS:

Borrower (and, to the extent applicable, each other Loan Party) covenants with Lender that so
long as it is indebted or otherwise obligated (contingently or otherwise) to Lender, it will do and
perform the following covenants. If any such covenant is to be done or performed by a Guarantor,
Borrower also covenants with Lender to cause Guarantor to do or perform such covenant.

(a) Borrower will pay to Lender when due all amounts (whether principal, interest or other
sums) owing by it to Lender from time to time;

(b) Borrower will deliver to Lender the Security Documents, in all cases in form and
substance satisfactory to Lender and Lender's solicitor;

() Borrower will ensure that at least 95% of its consolidated assets are held by those Loan
Parties which have provided security in favour of Lender;

(d) Borrower will use the proceeds of loans only for the purposes approved by Lender,

(e) each Loan Party will maintain its valid existence as a corporation or partnership, as the
case may be, and except to the extent any failure to do so could not reasonably be
expected to have a Material Adverse Effect, will maintain all licenses and authorizations
required from regulatory or governmental authorities or agencies to permit it to carry on
its business, including, without limitation, any licenses, certificates, permits and consents
for the protection of the environment;

6 each Loan Party will maintain appropriate books of account and records relative to the
operation of its business and financial condition;

Form 7520 (Rev. 63/67)
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(g each Loan Party will maintain and defend title to all of its property and assets and
continuously carry on and conduct its business in a proper, efficient and businesslike
manner;

) each Loan Party will maintain appropriate types and amounts of insurance with Lender
shown as first loss payee on any property insurance covering any assets on which Lender
has security, and promptly advise Lender in writing of any significant loss or damage to

its property;
(i) each Loan Party will provide evidence of insurance o Lender:

i) in situations where Lender has taken a fixed charge on an asset or property
whether on real property or personal property; and

ii) in all other situations, on request;

) each Loan Party will maintain, repair and keep in good working order and condition all of
its property and assets except to the extent any failure to do so could not reasonably be
expected to have a Material Adverse Effect;

(k) each Loan Party will permit Lender, by its officers or authorized representatives at any
reasonable time, to enter its premises and to inspect its plant, machinery, equipment and
other real and personal property and their operation, and to examine and copy all of its

relevant books of accounts and records;
{D Borrower will provide to Lender as soon as possible and in any event;
- within 90 days after the end of each of its fiscal years:

D financial statements of Borrower on an audited basis prepared by a firm
of qualified accountants;

- at each request for funding, an updated. annual budgets and costs report from
Borrower;

(m) each Loan Party will provide to Lender on request any further information regarding its
assets, operations and financial condition that Lender may from time to time reasonably

require;

{n) each Loan Party will remit all sums when due to tax and other governmental authorities
(including, without limitation, any sums in respect of employees and GST), except to the
extent any failure to do so could not reasonably be expected to have a Material Adverse
Effect, and upon request, will provide Lender with such information and documentation
in respect thereof as Lender may reasonably require from time to time;

(0) each Loan Party will comply with all applicable jaws, including without limitation,
environmental laws, except to the extent any failure to do so could not reasonably be
expected to have a Material Adverse Effect;

® Borrower will promptly advise Lender in writing, giving reasonable details, of (i} the
discovery of any contaminant or any spill, discharge or release of a contaminant into the
environment from or upon any property of a Loan Party which could reasonably be
expected to result in a Material Adverse Effect, (ii) any event which constitutes, or which
Form 7520 {Rev. 307}
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with notice, lapse of time or both, would constitute a breach of any provision hereof or of
any Security Documents, and (iii) each event which has or is reasonably likely to have a
Material Adverse Effect.

8. NEGATIVE COVENANTS:

Borrower (and, to the extent applicable, each other Loan Party) covenants with Lender that while
‘t is indebted or otherwise obligated (contingently or otherwise) to Lender, it will not do any of
the following, without the prior written consent of Lender. If a Guarantor is not to do an act,
Borrower also covenants with Lender not to permit Guarantor to do such act.

(a) a Loan Party will not create or permit to exist any mortgage, charge, lien, encumbrance or
other security interest on any of its present or futare assets, other than Permitied
Encumbrances;

(b) a Loan Party will not create, incur, assume or allow to exist any Indebtedness other than:
i) trade payables incurred in the ordinary course of business,

ii) any Indebtedness owing to another Loan Party {but only if that Loan Party has
provided security in favour of Lender);

iif) any Indebtedness secured by a Permitted Encumbrance;

iv) any unsecured advances from affiliates/shareholders which are postponed in all
respects to the Facilities; and

V) any Indebtedness owing to Lender;

(c) a Loan Party will not sell, lease or otherwise dispose of any assets except (i) inventory
sold, leased or disposed of in the ordinary course of business, (ii) assets sold, leased or
disposed of to another Loan Party (but only if that Loan Party has. provided security in
favour of Lender), and (iii) assets sold, leased or disposed of during a fiscal year having
an aggregate fair market value not exceeding $100,000 for such fiscal year;

(d) a Loan Party will not provide financial assistance (by means of a loan, guarantee or
otherwise) to any person (other than Lender) other than loans permitted under clause (b)
above,

(e) a Loan Party will not pay to or for the benefit of shareholders or persons associated with
sharcholders (within the meaning of the Alberta Business Corporations Act) by way of
salaries, bonuses, dividends, management fees, repayment of loans or otherwise, any
amount which would cause a breach of a provision hereof;

D a Loan Party will not reduce its capital or redeem, purchase or otherwise acquire, retire or
pay off any of its present or future share capital other than to another Loan Party;

() a Loan Party will not amalgamate, consolidate, or merge with any person other than a
Loan Party and then only if no default or event of default is then in existence or would
thereafter be in existence, and will not enter into any partnership with any other person
unless the partnership becomes a Loan Party hereunder and provides security in favour of
Lender;

Form 7520 (Rev. 03/07)
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(h) a Loan Party will not consent to or facilitate a change in the ownership of its shares [or
allow 2 material change in its management] without the prior written consent of Lender;

(i) a Loan Party will not move or allow any of its assets to be moved to a jurisdiction where
Lender has not registered or perfected the Security Documents;

G) a Loan Party will not change the present nature of its business;

19] Borrower will not operate accounts with or otherwise conduct any banking business wi?h
any financial institution other than Lender, other than to the extent expressly permitted in
the definition of Permitted Encumbrances hereunder;

{)] a Loan Party will not enter into any commodity, currency or interest rate hedging
arrangement on a speculative basis;

(m)  aLoan Party will not allow any pollutant (including any pollutant now on, under or about
such land) to be placed, handied, stored, disposed of or released on, under or about any of
its lands unless done in the normal course of its business and then only as long as it
complies with all applicable laws in placing, handling, storing, transporting, disposing of
or otherwise dealing with such pollutants, except to the extent any failure to do so could
not reasonably be expected to have a Material Adverse Effect;

(n) Bomrower will not utilize Borrowings to finance a hostile takeover.

9. CONDITIONS PRECEDENT:

No Facilities will be available until the following conditions precedent have been satisfied, unless
waived by Lender: :

{a) Lender has received all Security Documents and all registrations and filings have been
completed in Alberta, in all cases in form and substance satisfactory to Lender;

(b) Borrower and Guarantors (if any) have provided all authorizations and all financial
statements, appraisals, environmental reports and any other information that Lender may
require; :

(©) Lender has received payment of all fees due in respect hereof;,

(@ Lender is satisfied as to the value of Borrower's and any Guarantor's assets and financial
condition, and Borrower's and any Guarantor's ability to carry on business and repay any
amount owed to Lender from time to time;

(e) There is no default hereunder or under any Security Document;

) All representations and warranties hereunder are true and correct in all material respects
as if made on such date;

(g) Construction advances to be made on a cost to complete basis, evidenced by the Project
Engineer’s Progress Certificate and supported by:

i) Statutory Declaration given by the Borrower stating that all accounts payable up
to date of the last advance have been paid in full;
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i) Worker’s Compensation Board letter of clearance up to the date of the last
advance.

It is a condition precedent to each subsequent advance hereunder that, at the time of such
advance, there must be no default hereunder or under any Security Document.

10. AUTHORIZATIONS AND SUPPORTING DOCUMENTS

Borrower has delivered or will deliver the following authorizations and supporting documents to
Lender:

- Borrower:
- a) Incorporation Society and Municipal Body Agrecment.
11. DRAWDOWNS, PAYMENTS AND EVIDENCE OF INDEBTEDNESS

- Interest on Prime-based loans is calculated on the daily outstanding principal balance,
and is payable on the last day of each month.

- If revolvement of loans is permitted hereunder, principal advances and repayments on
Prime-based loans are to be in the minimum sum of Cdn. $0.01 or multiples of it.

- If Letters of Credit/Letters of Guarantee arc available hereunder, the term of each Letter
of Credit/Letter of Guarantee shall mot exceed one (1) year, although automatic
extensions thereof (unless notified by Lender) are permitted. On any demand being made
by a beneficiary for payment under a Letter of Credit/Letter of Guarantee, the amount so
paid shall be automatically deemed to be outstanding as a Prime-based loan under the
relevant Facility.

- Borrower shall monitor its Borrowings (including the face amount and maturity date of
each Letter of Credit/Letter of Guarantee) to ensure that the Borrowings hereunder do not
exceed the maximum amount available hereunder. Lender shall have no obligation to
make any Borrowing available in excess of amounts available hereunder.

- Borrower shail provide notice to Lender prior to requesting an advance or making a
repayment or conversion of Borrowings hereunder, as follows:

For Borrowings:
- under Cdn. $5,000,000 — same day notice
- Cdn. $5,000,000 and over — one Business Day prior written notice

- Borrower may cancel the availability of any unused portion of a Facility on five Business
Days' notice. Any such cancellation is irrevocable.

- The annual rates of interest or fees to which the rates calculated in accordance with this
agreement are equivalent, are the rates so calculated multiplied by the actual number of
days in the calendar year in which such calculation is made and divided by 365.

- If any amount due hereunder is not paid when due, Borrower shall pay interest on such
unpaid amount (including without limitation, interest on interest) if and to the fullest

extent permitted by applicable law, at a rate per annum equal to Prime plus 5%.
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- The branch of Lender (the "Branch of Account") where Borrower maintains an account
and through which the Borrowings will be made available is located at Linden Branch,
104 Central Avenue East, Linden, Alberta TOM 1J0. Funds under the Credit Facilities
will be advanced into and repaid from account no. 753-1045687-24 at the Branch of
Account, or such other branch or account as Borrower and Lender may agree upon from
time to time.

- Lender shall open and maintain at the Branch of Account accounts and records
evidencing the Borrowings made available to Borrower by Lender under this agreement.
Lender shall record the principal amount of each Borrowing and the payment of
principal, interest and fees and all other amounts becoming due to Lender under this
agreement. Lender's accounts and records constitute, in the absence of manifest error,
conclusive evidence of the indebtedness of Borrower to Lender pursuant to this
agreement,

- Borrower authorizes and directs Lender to automatically debit, by mechanical, electronic
or manual means, any bank account of Borrower for all amounts payable by Botrower to
Lender pursuant to this agreement. Any amount due on a day other than a Business Day
shall be deemed to be due on the Business Day next following such day, and interest shall
accrue accordingly.

12. MISCELLANEQUS:

(@ All legal and other costs and expenses incurred by Lender in respect of the Facilities, the
Security Documents and other related matters will be paid or reimbursed by Borrower on
demand by Lender.

(b) All Security Documents will be prepared by or under the supervision of Lender's
solicitors, unless Lender otherwise permits. Acceptance of this offer will authorize
Lender to instruct Lender's solicitors to prepare all necessary Security Documents and
proceed with related matters.

(c) Lender, without restriction, may waive in writing the satisfaction, observance or
performance of any of the provisions of this Commitment Letter. The obligations of a
Guarantor (if any) will not be diminished, discharged or otherwise affected by or as a
result of any such waiver, except to the extent that such waiver relates to an obligation of
such Guarantor., Any waiver by Lender of the sirict performance of any provision hereof
will not be deemed to be a waiver of any subsequent default, and any partial exercise of
any right or remedy by Lender shall not be deemed to affect any other right or remedy to
which Lender may be entitled.

(d) Borrower shall reimburse Lender for any additional cost or reduction in income arising as
a result of (i) the imposition of, or increase in, taxes on payments due to Lender
hereunder (other than taxes on the overall net income of Lender), (ii) the imposition of, or
increase in, any reserve or other similar requirement, (ii) the imposition of, or change in,
any other condition affecting the Facilities imposed by any applicable law or the
interpretation thereof.

(e) Lender is authorized but not obligated, at any time, to apply any credit balance, whether
or not then due, to which Borrower or Guarantor is entitled on any account in any
currency at any branch or office of Lender in or towards satisfaction of the obligations of
Borrower or such Guarantor due to Lender under this agreement or any guaraniee granted
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in support hereof, as applicable. Lender is authorized to use any such credit balance to
buy such other currencies as may be necessary to effect such application.

(63 Words importing the singular will include the plural and vice versa, and words importing
gender will include the masculine, feminine and neuter, and anything importing or
referring to a person will include a body corporate and a partnership and any eatity, in
each case all as the context and the nature of the parties requires.

() Where more than one person is liable as Borrower (or as a Guarantor) for any obligation
hereunder, then the liability of each such person for such obligation is joint and several
with each other such person.

(h) If any portion of this agreement is held invalid or unenforceable, the remainder of this
agreement will not be affected and will be valid and enforceable to the fullest extent
permitted by law.

@) Where the interest rate for a credit is based on Prime, the applicable rate on any day will
depend on the Prime rate in effect on that day, as applicable. The statement by Lender as
to Prime and as to the rate of interest applicable to a credit on any day will be binding and
conclusive for all purposes.

() All interest rates specified are nominal annual rates. The effective annual rate in any case
will vary with payment frequency. All interest payable hereunder bears interest as well
after as before maturity, default and judgment with interest on overdue interest at the
applicable rate payable hereunder. To the extent permitted by law, Borrower waives the
provisions of the Judgment Interest Act (Alberta).

k) Any written communication which a party may wish to serve on any other party may be
served personally (in the case of a body corporate, on any officer or director thereof) or
by leaving the same at or couriering or mailing the same by registered mail to the Branch
of Account (for Lender) or to the last known address (for Borrower or any Guarantor),
and in the case of mailing will be deemed to have been received two (2) Business Days
after mailing except in the case of postal disruption.

) Unless otherwise specified, references herein to "$" and "dollars" mean Canadian dollars.

(m)  If for the purpose of obtaining judgment in any court in any jurisdiction with respect to
this Agreement, it is necessary to convert into the currency of such jurisdiction (the
"Judgment Currency”) any amount due hereunder in any currency other than the
Judgment Currency, then conversion shall be made at the rate of exchange prevailing on
the Business Day before the day on which judgment is given. For this purpose, rate of
‘exchange means the rate at which Lender would, on the relevant date, be prepared to sell
a similar amount of such currency against the Judgment Currency, in accordance with
normal banking procedures. In the event that there is a change in the rate of exchange
prevailing between the Business Day before the day on which judgment is given and the
date of payment of the amount due, Borrower will, on the date of payment, pay such
additional amounts as may be necessary to ensure that the amount paid on such day is the
amount in the Judgment Currency which, when converted at the rate of exchange
prevailing on the date of payment, is the amount then due under this Agreement in such
other currency. Any additional amount due from Borrower under this paragraph will be
due as a separate debt and shall not be affected by judgment being obtained for any other
sums due in connection with this Agreement.
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(n) This agreement shall be governed by the laws of Alberta.

(o) Lender shall have the right to assign, sell or participate its rights and obligations in the
Facilities or in any Borrowing thereunder, in whole or in part, to one or mor¢ persons,
provided that the consent of Borrower shall be required if no defanlt is then in existence,
such consent not to be unreasonably withheld or delayed.

r) Borrower shall indemnify Lender against all losses, liabilities, claims, damages or
expenses (including without limitation legal expenses on a solicitor and his own client
basis) (i) incurred in connection with the entry into, performance or enforcement of this
agreement, the use of the Facility proceeds or any breach by Borrower or any Guarantor
of the terms hereof or any document related hereto, or (ii) arising out of or in respect of.
(A) the release of any hazardous or toxic waste or other substance into the environment
from any property of Borrower or any of its Subsidiaries, and (B) the remedial action (if
any) taken by Lender in respect of any such release, contamination or pollution. This
indemnity will survive the repayment or cancellation of any of the Facilities or any
termination of this-agreement.

(D Time shall be of the essence in all provisions of this agreement.
N This agreement may be executed in counterpart.
13.  NEXT REVIEW DATE:

All demand Facilities are subject to review by Lender at any time in its sole discretion, and at least
annually. The next annual review date has been set for March 31, 2009 but may be set at an earlier or iater
date at the sole discretion of Lender.

14. DEFINITIONS:

"Borrowings" means all amounts outstanding under the Facilities, or if the context so requires, all
amounts outstanding under one or more of the Facilities or under one or more borrowing options of one
or more of the Facilities.

"Business Day" means a day, excluding Saturday and Sunday, on which banking institutions are open for
business in the province of Alberta and, when used in connection with a Libor-based loan, means a day on
which dealings in U.S. currency deposits may also be concluded by and between leading banks in the
London inter-bank market.

"Generally Accepted Accounting Principles” or "GAAP" means generally accepted accounting
principles as may be described in the Canadian Institute of Chartered Accountants Handbook and other
primary sources recognized from time to time by the Canadian Institute of Chartered Accountants.

"Indebtedness” means all present and future obligations and indebtedness of a person, whether direct or
indirect, absolute or contingent, including all indebtedness for borrowed money, all obligations in respect
of swap or hedging arrangements and all other liabilities which in accordance with GAAP would appear
on the liability side of a balance sheet (other than items of capital, retained earnings and surplus or
deferred tax reserves).

"Loan Parties" means the Borrower and all Guarantors other than any individual Guarantors, and "Loan
Party" means any of them.
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"Material Adverse Effect” means a material adverse effect on:
(a) the financial condition of Borrower or of any Guarantor; or

) the ability of Borrower or any Guarantor to repay amounts owing hereunder or under its
guarantee in respect hereof.

"Permitted Encumbrances” means, in respect of the Borrower and any Guarantor, the
following:

(2) liens for taxes, assessments or governmental charges not yet due or delinquent or the
validity of which is being contested in good faith,

(b) liens arising in connection with workers' compensation, unemployment insurance,
pension, employment or other social benefits laws or regulations which are not yet due or
delinquent or the validity of which is being contested in good faith;

(c) liens under or pursuant to any judgment rendered or claim filed which are or will be
appealed in good faith provided any execution thereof has been stayed,

(d) undetermined or inchoate liens and charges incidental to construction or current
operations which have not at such time been filed pursuant to law or which relate to
obligations not due or delinquent;

(e) liens arising by operation of law such as builders' liens, carriers' liens, materialmens' liens
and other liens of a similar nature which relate to obligations not due or delinquent;

@ easements, rights-of-way, servitudes or other similar rights in land (including, without in
any way limiting the generality of the foregoing, rights-of-way and servitudes for
railways, sewers, drains, gas and oil pipelines, gas and water mains, electric light and
power and telephone or telegraph or cable television conduits, poles, wires and cables)
granted to or reserved or taken by other persons which singularly or in the aggregate do
not materially detract from the value of the land concerned or materially impair its use in
the operation of the business of Borrower or such Guarantor;

(g) security given to a public utility or any municipality or governmental or other public
authority when required by such utility or municipality or other authority in connection
with the operations of Borrower or such Guarantor, all in the ordinary course of its
business which singularly or in the aggregate do not materially impair the operation of
the business of Borrower or such Guarantor;

(h) the reservation in any original grants from the Crown of any land or interests therein and
statutory exceptions to title;

(i) operating leases;

) capital lease transactions (according to GAAP) or sale-leaseback transactions where the
indebtedness represented by all such transactions does not at any time exceed $100,000 in
aggregate;
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k) security interests granted or assumed to finance the purchase of any property or asset (2
"Purchase Money Security Interest”) where:

1} the security interest is granted at the time of or within 60 days after the purchase,
ii) the security interest is limited to the property and assets acquired, and

fii) the indebtedness represented by all Purchase Money Security Interests does not
at any time exceed $100,000 in aggregate,

6] security interests or liens (other than those hereinbefore listed) of a specific nature (and
excluding for greater certainty floating charges) on properties and assets having a fair
market value not in excess of $100,000 in aggregate;

"Prime" means the prime lending rate per annum established by Lender from time to time for commercial
loans denominated in Canadian dollars made by Lender in Canada.

"Subsidiaries" means
(a) a person of which another person alone or in conjunction with its other subsidiaries owns
an aggregate number of voting shares sufficient to elect a majority of the directors

regardless of the manner in which other voting shares are voted; and

®) a partnership of which at least a majority of the outstanding income interests or capital
interests are directly or indirectly owned or controlled by such person,

and includes a person in like relation to a Subsidiary.
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Kneehill Reglonal Water Services Commission
Revenue & Expenses

(Per Audited Financlal Statements)

January 1st to Decembaer 315t

Appendix L

WATER SALES:

Acme

Beiseker

Carbon

Irricana

Linden

Kneehill County

Rocky View

TOTAL WATER SALES
LESS WATER PURCHASES
GROSS PROFIT
ADD: ROCKY VIEW GRANT
ADD: SERVICE FEE REVENUE
REVENUE BEFORE DIRECT EXPENSES
LESS DIRECT EXPENSES:

Malntenance fees (variable)

Miscellanecus purchases

Operator Contract Kneehill (variable)

Operator Contract Drumheller

Insurance

wce

Operation supplies{variable)

Repalrs and malntenance(variable)

Leng term debt interest

Utilities [variable)

Total direct expenses
CONTRIBUTION MARGIN {DEFICIT)
LESS ADMINISTRATIVE EXPENSES:

Legal fees

Land compensation payments

Delivery

Director fees

Manager contract

Secrelary treasurer contract

Accounting expense

Courses & conventions

Memberships

Promotional expenses

Postage

Interest and bank charges

Offlce supplies

Property taxes

Office & tower rent

15t Call locates

Telephone

Office startup

Total administrative expenses
MET REVENUE [EXPENDITURES) DEFORE OTHER
OTHER REVENUE AND EXPENDITURES:

Grant revenue

Interest revenue

Miscellaneous revenue
NET REVENUE (EXPENDITURES) BEFORE AMORTIZATION

Amortizaton of deferred water capital contributions

Amartization of deferred capital asset contributions

Amartization of capital assets

DEFICIENCY OF REVENLUIE OVER EXPENSES (1/5)

NET REVENUE (EXPENDITURES) BEFORE
PRINCIPAL PAYMENTS
LESS PRINCIFAL PAYMENTS ON DE BENTURES

OPERATIONAL CASH FLOW IMPLICATIONS

Yoars Breakeven
Volume Volume
113,083

1,487,746
{4 manths) Budget Varlance
2005 2005
43,313.55 41,340.00 1,973.55
66,772.30 61,340.00 543230
35,199.15 34,440.00 759.15
69,168.40 55,940.00 13,228.40
59,049.90 68,540.00 -9,490,10
3,550.05 0.00 3,550.05
0.00 0.00 0.00
277,053.35 261,600.00 15,453.35  3,644,978.82
-102,330.51 0.00 -102,330.51 1,346,284, 18
174,722.84 261,600.00 -86,877.16  2,298,694.64
0.00 0.00 0,00 0.00
17,920.00 17,920.00 0.00 17,920.00
192,642.84 279,520.00 -B6,877.16  2,316,614.64
-14,250.00 .00 -14,250.00 -1B7,476.34
-100.00 0.00 -100.00 -100.00
-44,156.79 0.00 -A4,156.79 -580,937.08
0.00 0.00 0.00 0.00
-916.50 -750.00 -166.70 4916.70
-818.00 -F60.00 -58.00 -818.00
-17,654.01 0.00 -17,654.01 -232,260.29
-21,772.93 0.00 -21,7r2.92 -286,449.77
-210,261.61 0.00 -210,261.61 -210,261.61
-51,648.64 0.00 -51,648.64 -679,501.61
-361,578.68 -1,510.00 -360,068.68  -2,178,721.41
-168,935.84 278,010.00 -146,945.84 137,893.23
-755.60 -500.00 -255.60 -755.60
0.00 0.00 0.00 0.00
0.00 -100.00 100.00 0.00
-13,584.00 -12,000.00 -1,584.00 -13,584.00
0.00 =24,000,00 24,000.00 0.00
-14,112.20 -12,000.00 -2,112.20 -14,112.20
-6,570.00 -5,300.00 -1,270.00 -6,570.00
-50.00 0.00 -50.00 -50.00
-80.00 -86.00 16.00 -B0.00
Bb,044.07 0.00 -b,044.07 -6,044.07
-250.00 0.00 -250,00 -250.00
-154.40 -250.00 95.60 -154.40
-1,411.28 -750.00 -661.28 -1,411.28
-1,867.15 0.00 -1, 867.15 -1,867.15
-1,200.00 -1,200.00 0.00 -1,200.00
0.00 0.00 0.00 0.00
-3,861.54 0.00 -3,861.54 -3,861.54
-265.99 -1,672.00 1,406.01 -265.99
-50,206.23 -57,868.00 1,661.77 -50,206.23
«219,142.07 220,142.00 -439,284.07 87,687.00
266.00 0.00 266.00
21,245.27 0.00 21,245.27
4,372.51 8,372.00 -3,999.49
-193,258.29 228,514.00 421,772.29
14,952.00 0.00 14,952.00
196,203.81 0.00 196,203.81
-294,683.43 0.00 -294,683.43
-276,785.91 228,514.00 -505,299.91
-219,142.07 87,687.00
-87,687.00 -87,687.00
-306,829.07 0.00
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Appendix M

KNEEHILL REGIONAL WATER TRANSMISSION LINE PRELIMINARY DESIGN
REPORT

3.0 System Water Demands

3.1 WATER CONSUMPTION COMPONENTS

Total water demand for the regional system is comprised of three primary water
users: the urban municipalities, which include the Villages of Acme, Beiseker,
Carbon, Irricana and Linden, rural domestic water users within the alignment corridor
in Kneehill County and the Municipal District of Rocky View, and rural livestock water
users.

Demands for the three groups of users were considered based on well pumping
information obtained from the five urban municipalities for 2001 and 2002, and from
previously compiled information in the Regional Water System Concept Refinement
(Urban Systems, 2002) and the Regional Water System Feasibility Study (Urban
Systems, 1999).

Existing system demands were combined with projected urban and rural population
growth rates and livestock estimates to identify water demands to the system design
year of 2026.

3.2 PER CAPITA WATER DEMANDS

In order to consider the impacts of this growth on the system water demands, water
consumption in each of the communities was reviewed. The Regional Water System
Concept Refinement Study noted increases in the average daily per capita water
demands in four of the five urban municipalities, and a moderate drop in water
demand in Linden between the years 1999 and 2001. To confirm these flows, water
pumping records for 2001 and 2002 were obtained from the five communities to
identify trends in average daily usage and maximum day demands (MDD).

Table 3.1 summarizes the average daily demands (ADD) of the five urban
municipalities for the years 1999, 2001 and 2002.

Table 3.1 - Per Capita Average Day Water Usage
Community 2001 2002
(Ucap/day) | (L/cap/day)

Acme 323 346

Beiseker 440 425

25 August 2003 3.1
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Table 3.1 - Per Capita Average Day Water Usage

Carbon 365 332
Irricana 424 333
Linden 408 305
Weighted Average 399 351

Based on the weighted average per capita water consumptions of the urban
municipality users as recorded in Table 3.2, a per capita water demand of 380
L/cap/day was selected as the design parameter for urban users in the regional
system.

As there is no available data on the water consumption of rural residents in the
project area, a per capita ADD rate of 325 Licap/day (71 Igal/cap/day) was assumed
for this population. This rate was selected to reflect the lower water demands in rural
areas without significant commercial or industrial bases.

3.3 PEAKING FACTOR

Sizing of the various regional waterline segments is based on meeting system
demands through a combination of transmission line capacity and water storage. To
determine the amount of transmission line capacity and water storage required for a
system, a proper understanding of critical system demand conditions is necessary.
Table 3.2 illustrates the relationship between ADD conditions and Maximum Day
Demand (MDD) conditions, experienced in each of the urban municipalities during
2001 and 2002.

Table 3.2 — Ratio of ADD and MDD Conditions
Community | 2001 ADD | 2001 MDD | 2001 | 2002 ADD 2002 MDD | 2002
(L/cap/day) | (L/cap/day) | Ratio (cap/day) | {L/cap/day) | Ratio

Acme 323 442 1.4 346 469 1.4

25 August 2003 3.2
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Table 3.2 — Ratio of ADD and MDD Conditions
Beiseker 440 573 1.3 425 730 1.7
Carbon 365 662" 1.8 331 457 1.4
Irricana 424 759 1.8 333 575 1.7
Linden? 408 NA NA 305 NA NA

The Concept Refinement Study included an assumed ADD of 410 L/cap/day

(90 Igal/day) water consumption for the five urban municipalities, and an MDD of 2
times the ADD for use in determining the water supply and transmission line sizing
requirements for the urban municipalities, which are conservative when compared to
the flows noted in Table 3.2. Based on the current per capita ADD rates, and the
general relationship between MDD and ADD flows, the design MDD factor can be
reduced to 1.8 times ADD flow without negatively impacting the projected urban
municipality service requirements of the system to 2026, if adequate water storage is
available in the urban areas to meet their individual needs. Therefore, line sizes for
the system are based on an MDD factor of 1.8 times the ADD flow rates for each
community and for rural residents.

3.4 FIRE FLOW PROTECTION

Providing fire flow on a regional basis to the Commission would result in cost-
prohibitive increases to the system pipe sizes and storage and pumping
requirements. These requirements can be more cost-effectively implemented at the
community level with the provision of fire flow pumps and fire flow storage at the
Community reservoirs and pump stations. Therefore, no allowance for fire flow is
included in the design of the regional system, and responsibility for the provision of
fire flow storage and pumping capacity is assumed to be the responsibility of the
individual communities.

' A MDD of 980 L/cap/day was recorded July 10, 2001, but has been omitted because of
concerns regarding its validity. The displayed MDD was the second highest recorded flow in
2001 (September 10, 2001).

“Because daily weli pumping volumes were not recorded by in Linden, MDD flows and ratios
were not recorded for that community.
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3.5 URBAN WATER DEMANDS

Table 3.3 outlines the populations of the five urban municipalities in 2001, as
identified in the Concept Refinement Study, as well as the 2026 populations of those
communities, based on their respective growth projections.

Table 3.3 - Urban Municipality Populations®

Community 2001 Projected 2026
Annual (Projected
Growth Population)
Acme 661 1.67% 1,000
Beiseker 810 1.58% 1,199
Carbon 501 3.56% 1,201
frricana 1,016 4.43% 3,003
Linden 630 3.5% 1,489

Based on their growth projections, the five urban municipalities project a growth in
total population from 3,618 in 2001 to 7,892 in 2026, an increase of 118%.

Total urban municipality fiows for the ultimate design horizon were determined by
multiplying the assumed ADD and MDD demands by the projected population of
each community, and yielded total volumes as summarized in Table 3.4.

Table 3.4 — Urban Municipality Ultimate Water Demands

Community | Ultimate ADD MDD MDD
Design Volume Volume Flow (L/s)
Population (m*/day) (m¥day)

Acme 1,000 380 684 7.9
Beiseker 1,199 456 821 8.5
Carbon 1,201 456 821 9.5
Irricana 3,003 1,141 2,053 23.8

* Source: Concept Refinement Study (Urban Systems, 2001)
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Table 3.4 — Urban Municipality Ultimate Water Demands
Linden 1,489 566 1,019 11.9
Total 7,892 2,999 5,398 62.6

From Table 3.4, the regional water transmission line will be sized to accommodate an
ultimate flow of 62.6 L/s to the urban municipalities.

3.6 RURAL WATER DEMANDS

The Regional Water System Concept Refinement Study provided population growth
and water usage projections for the rural populations serviceabie by the regional
system in Kneehill County, the MD of Rocky View and Mountain View County.
Populations for different sections of land were based on census data provided by
Kneehill County, and extrapolated to areas where no data was available. It was
assumed that 60% of the estimated 2,375 existing rural residents will connect to the
system, and all of the future 718 rural residents will connect to the system, for a total
of 2,143 rural residents serviced by the system. As this data was extrapolated from
Census information, and generally accepted as reasonable by the Commission, no
adjustments were made to the number of system users.

However, per capita water demands for rural users were revised to 325 L/cap/day to
reflect lower consumption rates than residents of the urban municipalities who have
water demands associated with commercial and industrial uses. Based on the rural
per capita water demand of 325 Li/cap/day, and an MDD factor of 1.8 times ADD,
rural water demands are summarized in Table 3.5, Figure 3.1 illustrates the location
of rural residents who expressed interest in connecting to a regional water system
through a recent survey conducted by Kneehill County.

25 August 2003 3.5
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Table 3.5 — Rural Dwelling Water Demands
Design Criteria Per Capita Flow of 325 L/cap/day
MDD = 1.8 x ADD
Initial Connected Population | 1,425
Initial ADD Volume 463
(m’/day)
Initial MDD Volume 834
(m®/day)
Initial MDD Flow 9.6
(L/s)
10-Year Horizon Connected Population | 1,670
10-Year ADD Volume 543
(m*/day)
10-Year MDD Volume 977
(m®day)
10-Year MDD Flow 11.3
(L/s)
2026 Connected Population _ . 2,143
2026 ADD Volume 696
(m°/day)
2026 MDD Volume 1,254
(m%day)
2026 MDD Flow 14,5
{L/s)

3.7 INTENSIVE LIVESTOCK WATER DEMANDS

The Regional Water System Concept Refinement Study outlined water demands and
population growth projections for cattle, swine and poultry. Per capita demands were
determined to be 50 L/cap/day (11 Igpd) for cattle, 15.9L/cap/day (3.5 Igpd) for swine
and 0.27U/cap/day (0.06 Igpd) for poultry.

Information on livestock water demands was obtained from the Alberta Agriculture,
Food and Rural Development Ag-Info Centre. That information included standardized
water consumption rates for various livestock, and refined demands based on animal

25 August 2003 3.6
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size, age and temperature. Generally, the information supplied by the Ag-info centre
is consistent with the water demands for cattle, swine and poultry. Therefore the
previously estimated livestock water demands are maintained in this report.

Livestock populations are projected to double over the system design horizon.
Because water demands for livestock do not vary as much on a seasonal basis as
water demands for human consumption, an MDD factor of 1 times ADD was chosen
for livestock demands. Figure 3.2 identifies the locations of existing livestock
operations in the area of the proposed regional system.

System connectivity will vary with the type of livestock operation, as some forms of
livestock production are more successful than others with high quality water. It is
assumed that 20% of existing cattle and swine operations will eventually connect to
the regional system, white 50% of existing poultry operations will connect. It is also
assumed that 50% of future cattle and swine, and 75% of future poultry operations
will connect to the system. Based on these projected existing livestock populations
and connectivity rates, an initial livestock demand of 14.6 Usec (277,505 Igal/day)
will increase to 48.9 L/sec (929,058 igal/day). Overall system demands as noted in
the Concept Refinement Study are as follows:

Table 3.6 — Livestock Water Demands

Cattle Swine Poultry Total
Initial Connected Population 15,330 23,620 436,750
Initial ADD Volume 767 376 119 1,262
(m*/day)
Initial MDD Volume 767 376 119 1,262
(m*/day)
Initial MDD Flow 8.9 4.3 1.4 14.6
(L/s)
10-Year Horizon Population 22,046 | 33,966 | 628,088
10-Year ADD Volume 1,106 538 140 1,784
(m*/day)
10-Year MDD Volume 1,106 538 140 1,784
(m®/day)
10-Year MDD Flow 12.8 6.2 1.6 20.6
{L/s)
2026 Connected Population 53,665 82,670 1,091,875
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Table 3.6 — Livestock Water Demands

2026 ADD Volume 2,687 1,315 225 4,227
(m*/day)

2026 MDD Volume ' 2,687 1,315 225 4,227
(m®/day)

2026 MDD Flow 31.1 15.2 2.6 48.9
(L/s)

3.8 RURAL FLOW ALLOCATION ALONG THE PIPELINE ROUTE

Because of the rural and intensive livestock components in the system, the allocation
flow along the regional waterline included a review of existing intensive livestock
operation (ILO) locations and consideration for future ILO and rural needs.

Generally, there appear to be a concentration of ILOs in the Beiseker-Acme-Linden
cotridor. To conservatively allow for the vast majority of rural and intensive livestock
flows to be concentrated in this region, 25% of the combined rural and intensive
livestock flows were attributed to each of those three communities. Because there
are numerous farms, and rural communities such as the Hamlet of Swallwell and
Hutterite colonies in the Carbon area, an assumption of 20% percent of the combined
rural and intensive livestock flows were allocated at Carbon. The remaining 5% of the
combined rural and intensive livestock flows were allocated at Irricana. Figure 3.3
outlines the overall allocation of flows throughout the regional system for the initial,
10-year and ultimate design scenarios.

Overall, this allocation of rural and intensive livestock flow is conservative, as it
allows 80% of the rural and intensive livestock flow to Acme and downstream, which
results in higher system design pressures, and flow capacities than may be ultimately
required. (Further discussion of the pressure and flow capacity issues are contained
in Sections 5 and 6).

3.9 OVERALL SYSTEM FLOWS

Table 3.7 summarizes the initiat, 10-year and ultimate design flows of the system on
the basis of the per capita rates and MDD factors established in this section.
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Table 3.7 - System Design Flow Summary
Water User Initial | Initial 10-Year 10-Year | Ultimate | Ultimate
ADD | MDD ADD MDD ADD MDD
Flows | Flows Flows Flows Flows Flows
(L/s) (L/s) (L/s) {L/s) (L/s) (L/s)
Acme 2.9 52 3.4 6.2 44 7.9
Beiseker 3.6 6.4 4.2 7.5 5.3 9.5
Carbon 2.4 4.3 38 6.8 53 9.5
Irricana 48 8.6 82 14.8 13.2 23.8
Linden 3.0 54 4.7 8.5 6.6 11.9
Subtotal - 16.7 30.1 24.3 43.8 34.8 62.6
Urban
Municipalities
Rural 53 9.6 5.6 10.1 8.1 14.5
Dwellings
Livestock 14.6 146 206 20.6 489 489
Total 36.6 54.3 50.5 74.5 91.8 126

From Table 3.7, the total regional system flow under MDD conditions at the ultimate

design year is 126 Lfs, and will form the basis of the desi

components.

25 August 2003
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ALBERTA
MINISTER OF MUNICIPAL AFFAIRS

Office of the Minister
June 26; 2006 MLA, Medicine Hat

Mr. Annon Hovde

Chairman

Kneehill Regional Water Services Commission
Box 5§92

Acme, Alberta

TOM 0AQ

Dear Mr. Hovd

Thank you for your letter of May 29, 2006, requesting my approval of your operational
plan and projected 2006 and 2007 deficit budgets.

Please find attached a copy of Ministerial Order No. L:123/06. The order extends the
period for recovery of your financial deficiency to 2009 pursuant to section 602.21 of the
Municipal Government Act. This approval is based on the understanding that the
commission will establish the water rates as described in the operational plan. The
authority provided under this order should help you to resolve your immediate budgetary -
concerns.

. With regard to provincial financial assistance, | have been advised that the commission
received funding from the Infrastructure Canada-Alberta Program in the amount

of $17,085,492. When the project costs escalated additional funding in the amount

of $2,941,300 was then provided from the Alberta Municipal Water/Wastewater Program.
This additional grant was provided as a special consideration to allow the commission

project to proceed.

Sincer %—/

Rob Renner
Minister

Attachment

cc:  Honourabie Ty Lund
Minister of Infrastructure and Transportation

Mr. Richard Marz, MLA
Olds-Didsbury-Three Hills Constituency ;. ..
X
20955
Alberta Centennial

227 Legislature Building, Edmonton, Alberta, Canada T5K 2Bg Telephone 780/427-3744, Fax 780 /422-9550
620 - 3 Street, S.E., Medicine Hat, Alberta, Canada T1A 0H5 Telephone 403 /527-5622, Fax 403 /527-5112
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ALBERTA
MINISTER OF MUNICIPAL AFFAIRS

Office of the Minister
MLA, Medicine Hat

- MINISTERIAL ORDER NO. L:123/06

I, Rob Renner, Minister of Municipal Affairs, pursuant to éection 602.21 of
the Municipal Government Act, make the following order:

1. Kneehill Regional Water Services Commissiori may spread the
annual operating expenditures required to recover its
accumulated financial deficiency over a four-year period.

. 2. The expenditures required to recover the accumulated
' - deficiency must be included in the Kneehill Regional Water
Services Commission's 2006 through 2009 annual operating

budgets. :

3. The Kneehil Regional Water Services Commission’s
accumulated financial deficiency must be fully recovered by
2009, '

Dated at Edmonton, Alberta, this ﬂay of \7;// , 2006.
/

Rob Renner
Minister of Municipal Affairs

227 Legislature Building, Edmonton, Alberta, Canada T5K 2B6 Telephone 780/427-3744, Fax 780/422-9550
620 - 3 Street, S.E., Medicine Hat, Alberta, Canada T1A 0H5 Telephone 403/ 527-5622, Fax 403/527-5112

& Printed on recycled paper



Knechill Regional Water Services Commission Years Breakeven

Revenue & Expenses Volume Volume
[Par Audited Financial Statements) 420,035
January 1st to Decamber 315t BE4,744
Appendix O Budget Varlance
2006 2006
WATER SALES:
Acme 149,190.30 152,320.00 -3,129.70
Beisekar 281,201.20 292,320.00 -11,118.80
Carbon 126,723.70 142,320,00 -15,596.30
Irricana 263,992.40 292,320.00 -28,327.60
Linden 198,981.65 212,320.00 -13,338.35
Kneehill County 8,996.40 28,320.00 -19,323.60
Rocky View 0.00 0.00 0,00
TOTAL WATER SALES 1,029,085.65 1,119,920.00 -90,834.35 2,118,622.00
LESS WATER PURCHASES -294,806.32 -400,000.00 105,193.68 -606,930.20
GROSS PROFIT 734,279.33 719,920.00 14,358.33 1,511,691.80
ADD: SERVICE FEE REVEMUE 53,760.00 46,080.00 7,680.00 53,760.00
REVENUE BEFORE DIRECT EXPENSES 788,039.33 766,000.00 22,039.33 1,565,451.80
LESS DIRECT EXPEMNSES:
Maintenance fees (variabla) 0.00 -15,000.00 15,000.00 0.00
Miscellanecus purchases -12,946.88 0.00 -12,946.88 -12,946.88
Operator Contract Kneehill (variabla) -17,546.30 0.00 -17,546.30 -36,123.31
Operator Contract Drumbeller {variable) -20,295.28 -50,000.00 29,704.72 -41,782.75
Insurance -5,132.49 -1,750.00 -3,382.49 -5,132.49
wica -450.00 -450.00 .00 450,00
Cperation supplies (variable) -9,465.11 -20,000.00 10,534.89 -19,486.22
Repairs and maintenance (variable) 24, 887,69 -5,000.00 -19,887.69 51,237.34
Long term debt interest -705,818.70 -706,905.00 1,086.30 -705,818.70
Utilities (variable) -149,439.14 -75,000.00 -74,439.14 -307,656,66
Total direct expenses -945,981.59 -874,105.00 -71,876.59 -1,180,634.34
CONTRIBUTION MARGIN [DEFICIT) -157,942.26 -108,105.00 -49,837.26 384,817.46
LESS ADMINISTRATIVE EXPENSES:
Legal fees -1,500.00 -500.00 -1,000.00 -1,500.00
Land compensation payments -2,556.00 0.00 -2,556.00 -2,556.00
Delivery -533.26 0.00 -533.26 -533.26
Director fees -13,036.62 -10,000.00 -3,036.62 -13,036.62
Manager cantrack -39,869.61 -36,000.00 -3,869.61 -39,869.61
Secretary treasurer contract -14,829.30 -15,000.00 170,70 -14,829.30
Accounting expense 8,673.53 -5,300.00 -3,373.53 -8,673.53
Courses & conventions 0.00 -1,000.00 1,000.00 0.00
Memberships 90,00 -96.00 6,00 90,00
Promotional expenses 0.00 0.00 0.00
Postage -250,00 -250,00 0.00 250,00
Interest and bank charges -6,894.70 -200.00 -6,694.70 -6,894.70
Office supplies -695.77 -500.00 -195.77 595,77
Property taxes -1,895.83 -1,200.00 -595.83 -1,895.83
Office & tower rent -4,200.00 -1,200.00 -3,000.00 -4,200.00
1st Call locates 0.00 0.00 0.00 0.00
Telephone -7,374.03 -2,000.00 -5,374.03 F,374.03
Office startup -1,587.81 0.00 -3,587.81 -3,587.81
Total administrative expenses -105,986.46 -73,246.00 -32,740.46 -105,986.46
MNET REVENUE (EXPENDITURES) BEFORE OTHER -263,928.72 -181,351.00 -B2,577.72 278,831.00
OTHER REVENUE AND EXPENDITURES:
Grant revenue 3,587.81 0.00 3,537.81
Special grant - Rocky View 130,000.00 240,000.00 -110,000.00
Interest revenue 20,139.97 0.00 20,139.97
Miscellaneaus revenue 7,195.33 0.00 7,195.33
NET REVENUE (EXPENDITURES) BEFORE AMORTIZATION -103,005.61 58,649.00 -161,654.61
Amaortizaton of deferred water capital contributions 59,808.00 0,00 59,808.00
Amortization of deferred capital asset contributlons 761,090,07 0.00 761,000.07
Amaortization of capital assets -1,157,452.30 0.00 -1,157,452.30
DEFICIENCY OF REVENUE OVER EXPENSES -439,559.84 58,649.00 -198,208.84
NET REVENUE [EXPENDITURES) BEFORE
PRINCIPAL PAYMENTS -103,005.61 278,831.00
LESS PRINCIPAL PAYMENTS ON DE BENTURES -278,831.00 -278,831.00

OPERATIONAL CASH FLOW IMPLICATIONS -381,836.61 0.00
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THIS AGREEMENT ENTERED INTO &Ejambu %, 2006,

BETWEEN

KNEEHILL REGIONAL WATER SERVICES COMMISSION
(Hereinafter referred to as the “Commission?)

AND

MUNICIPAL DISTRICT OF ROCKY VIEW # 44
(Hereinafter referred to as the “Community”)

BACKGROUND

WHEREAS, the Commission has constructed a Regional Water System from Drumbeller.to
bricana, serving the communities of Carbon, Linden, Aeme, Beisoker, Lricana, Kneshill County
and Municipal District of Rocky View (Appendix “A”). ~

AND WHEREAS, the Commission has through a separate agresment with all its members,
agreed on a volume of water to be allocated from an existing Commission water license to
provide water to the Community (Appendix “C™).

AND WHEREAS, the Cominunity requires an increase of that volume to be delivered by.
the Commission

AND WHEREAS, the Commission is desirous to provide increased water services to the
Community .

IN CONSIDERATION, of mutual promises and covenants contained herein, the parties
apree as follows:

DEFINITIONS
In this agreement unless the content or subject matter is inconsistent therewith:
a) Reservoir — means the reservoirs Jocated at:

i)  KIRKPATRICK - located at Kirkpatrick

ii) ACME - to be located at Acme

iii) BALZAC ~to be located at Balzac

b) Water — means the water treated by the Town of Drumheller and supplied to the
Commission and in turn conveyed for and supplied to the Community.

¢) Commission means the Kneehill Regional Water Se¢rvices Commission
d) Community means the Municipal District of Rocky View # 44

¢) Kneehill Extension Project (the project) means the water line extension complete
with reservoirs from Acme to a point near Balzac in the Community (Appendix “B”)
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f) License means the water diversion license issued by Alberta Environment
g) Operational Date ineans the date of water services to start

h) Regional Line means the Commission's existing Ragional Water Line from
Kirkpatrick to Jrricana (Schedule “A™)

3. BASIC AGREEMENT

WHEREAS, the Commission and Community, as partners in the Knechill Regional Water
Services Commission, have an existing water supply agreement (Appendix “C”), this
agreement will be specifically for the description, detail, construction, development and start up
operation of the Kneehill Extensaon Project as outlined in Appendix “B”.

The Community is a member of the Kneshill RegiOnal Water Services Commissigh and is
entitled to 2200 m3 per day. This volume of warer is available to the Community on
application of right for withdrawal.

4. GENERAL TERMS

a) This agreement is for the benefit of and binds the pacties and their respecnve
suecessors and permitted assigns.

b) Any tenn of this agreement which is determined to be void, unenforceable or
illegal will be severed trom this Agreement. The remaining tenms will be eﬂ"ecuve
and enforceable, =

c) The headings are for reference only and will not be used to interpret or construe
this agreement.

" d) Time is of the essence for every part of this Agreement.

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

TO THE COMMISSION AT:

KNEEHILL REGIONAL WATER SERVICES COMMISSION

BOX 592

203 CLARKE STREET
ACME, AB TOM 0A0
ATTENTION: MANAGER

PHONE - (403)546-3783
FAX - (403)546-3014

N
\\\ '\\\‘P;
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TO THE COMMUNITY AT:
MUNICIPAL DISTRICT OF ROCKY VIEW # 44
911-32 AVENE
CALGARY, AB T2E 6X6
ATTENTION: INFRASTRUCTURE & OPERATION DIRECTOR
PHONE - (403)230-1401
FAX - (403)277-5977
f) This agreement will be governed by and construed according to the laws in force in
the Province of Alberta.
£ All changes of gender and number will be made where required. .-
h) The Effective Dat¢ of this Agreement is upon execution
1) This agreement is the only agréement between the p.arties in relation to the subject
matter hereof, and supersedes and replaces all prior agreements, representations, -
warranties, statements, promises, information, arrangements and understandings,
whether oral or written, express or implied, with respect to the subject matter hereof.
This Agreement may only be amended or modified by a further written agreement
between the parties.
5. TERMS
a) The term of this Agreement is twenty five (25) years, commencing from the
effective date. This Agreement may only be renewed by further written agreement
between the parties,
6. TERMS AND CONDITIONS
‘a) The Commission will provide additiona) water to the Community in an amount not to
exceed the existing allocation plus the Community’s diversion license once approved,
while ensuring that at no time will the volume of water already allocatad to any of the
Municipalities of the Commission be at risk.
b) License — The Community will be responsible to acquire a separate Water Diversion
License in its own name from Alberta Eavironment for any requirements beyond the
2200 m3 allocation presently available from the Commission.
c) Cost — All costs for the Kneehill Extension (Schedule “B™) will be the responsibility of
the Community.
d) Water Levy 2006-2007 — In recognition of its original commitments to purchase
water and the existing financial situation of the Commission, the Community will
G pay a sum of $130,000 to the Commission on November 30™ of 2006 and 2007
assuming the amount is not superseded by a demand that equals at least that much
in actual payment based on applicable rates at the time,
I S L LY
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e) The Commission presently contracts Stantec Consulting Ltd as its enginsers. On
the project Stantec Consulting Ltd will provide engineering services, as agreed by
the Community and the Commission, and the applicable standards for engineering
design for any other firms to ensure that the specifications meet Commission
standards.

f) Outside Engineering Firms may be engaged te do a portion of the work with
approval of the Commission. Project Manager/Administrator ang such approval
will not be unreasonably withheld..

g) . Drumheller Treatment — The Community and the Commission will approach and
request agreement from the Town of Drumheller to treat and supply the additional
water volume requested by the Commission in a time frame which is recognized as
being well ahead of the forecast demands originally given to the Town of
Drumheller (Appendix “D”). :

7. DISPUYE

The parties hereto covenant and agree that all disputes will be settled in the following

manner. . :

a) Notification to the other party by written notice. The parties will have 30 days to
resolve the issue. :

b) [f the issue is not resolved, both parties will‘j'oint!y appoint an arbitrator to review
and settle the issue,

c) Both parties wilf agree to the arbitrator’s decision.

8. GENERAL COVENANT

On the affixing of the parties signatures and seals, both parties agree to thes¢ terms and conditions of
this agreement. ‘

Knechill Regional Water Manicipal District of Rocky View #44
Services Camiision




Knechill Regional Water Services Commission
Revenue & Expenses

[Per Audited Financlal Statements)

January 15t to December 31st

Appendix

WATER SALES:

Acme

Belseker

Carbon

Irricana

Linden

Kneehill County

Rocky View

TOTAL WATER SALES
LESS WATER PURCHASES
GROS55 PROFIT
ADD: SERVICE FEE REVENUE
REVENUE BEFORE DIRECT EXPENSES
LESS DIRECT EXPENSES:

Maintenance fees

Miscellaneows purchases

Ogerator Contract Kneehifll

Operator Contract Drumheller

Insurance

WiCB

Operation supplies

Repairs and maintenance

Water testing

Leng term debt interest

Utilities

Total direct expenses
CONTRIBUTION MARGIN (DEFICIT)
LESS ADMINISTRATIVE EXPENSES:

Legal fees

Land compensation payments

Delivery

Directar fees

Manager contract

Secretary treasurer contract

Accounting expense

Courses & conventlons

Memberships

Premotional expenses

Postage

Interest and bank charges

Office supplies

Progerty taxes

Office & tower rent

151 Call locates

Telephone

Oifice startup

Total administrative expenses
MET REVENUE [EXPENDITURES) BEFORE OTHER
OTHER REVENUE AND EXPENDITURES:

Grant ravenue

Special grant - Rocky View

Interest revenue

Miscellaneous revenue
MNET REVENUE [EXPENDITURES) BEFORE AMORTIZATION

Amortizaton of deferred water capital contributions

Amaortization of deferred capital asset contributions

Amortization of capital assets

DEFICIENCY OF REVENUE OVER EXPENSES

NETREVENUE (EXPENDITURES) BEFORE
PRINCIPAL PAYMENTS

LESS PRINCIPAL PAYMENTS ON DE BENTURES

OPERATIONAL CASH FLOW IMPLICATIONS

Years Breakeven
Valume Volume
391,454
903,671
Budget Varlance
2007 2007
140,813.75 144,320.00 -3,506.25
233,450.70 292,320.00 -58,869.30
116,215.75 122,320.00 -6,104.25
245,002.45 292,320.00 -A7,317.55
207,835.95 197,320.00 10,515.95
15,743.60 28,310.00 -12,576.40
0.00 0.00 0.00
859,062.20 1,076,920.00 -117,857.80  2,213,594.12
-247,263.11 -320,000.00 72,736.89 -570,806.64
711,799.09 756,920.00 -45,120.91 1,643,187.48
53,760.00 51,840.00 1,920.00 53,760.00
765,559.09 B0E,760.00 -43,200.91  1,696,947.48
0.00 -7,500.00 7,500.00 0,00
-3,804.62 -1,000.00 -2,804.62 -3,804,62
-36,946.76 -20,000.00 -16,946.76 -i15,291.56
-19,442.50 -21,000.00 1,557.50 A4 B82.99
-6,084.24 -5, 000,00 -1,0B4.24 <, 084 24
A50.00 0.00 450,00 -450.00
7,047.04 -10,000.00 2,952.96 -16,268.08
-75,268.61 -10,000.00 -65,268.61 173,752.51
0.00 0.00 0.00 0.00
-692,231.19 -706,905.00 14,673.81  -692,231.19
-128,332.65 -125,000.00 -3,332.65 -296,255.79
-969,607.61 -006,405.00 -63,202.61 -1,319,025.99
-204,048.52 -97,645.00 -106,403.52 377,921.49
-10,723.42 -4,500.00 -6,223.42 -10,723.42
-2, 600,00 0.00 -2,600.00 -2,600.00
-314.21 100,00 214,21 -314.21
-15,810.86 -10,000.00 -5,810.86 -15,810.86
-60,540,53 50,000.00 29,459.47 -60,540.53
-14,786.50 -15,000.00 213.50 -14,786.50
-13,265.00 0.00 -13,265.00 -13,265,00
0.00 -1,000.00 1,000.00 0.00
-657.00 -100.00 -557.00 657,00
-699.53 0.00 -699.53 699,53
-250.00 150.00 0.00 250,00
-1,282.85 -1,000.00 -282.85 -1,282.85
-383.19 -500.00 11681 -383.19
-2,202.17 -1,900.00 -302.17 -2, 20217
6,447.08 -4, 450,00 -1,997.08 -6,447.08
-2T4.51 0,00 -274.51 -2T4.51
5,323,564 +7,000.00 1,676.36 5,323.64
.00 0L0a 0.00 0.00
-135,560.49 -135,800.00 239.51 -135,560.49
-339,605.01 -233,445.00 -106,164.01 242,361.00
0.00 0.00 0.00
130,000.00 130,000.00 0.00
9,419.43 0.00 9,419.43
12,075.00 0.00 12,075.00
-188,114,58 <1003, 445,00 -B4,669.58
59,808.00 0.00 59,808.00
770,154,554 000 770,154.54
-1,157,708.85 0,00 -1,157,708.85
-515,860.89 -103,445.00 -412,415.89
-319,609.01 -233,445.00 242,361.00
-242,361.00 -118,831.00 -242,361.00
-581,970.01 A6, 276.00 0.00
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CONFIDENTIAL WORKING DOCUMENT

(amended August 30", 2007)

KNEEHILL REGIONAL WATER SERVICES COMMISSION

ALTERNATIVES FOR WATER RATES

AUGUST, 2007
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INTRODUCTION

The result of the decision by the Town of Drumheller not to supply water for the
Commission sales to the MD of Rocky View has required the review of the original water
financial plan to balance the budget and cash flow.

In a recent letter from the Minister of Municipal Affairs there is a requirement to review the
financial plan and submit a revised plan in accordance to the present and anticipated future.

This documents purpose is to review the following with the Board of Directors:

1. Present Situation
2. 2007 Budget
3. Scenario’s for a Financial Plan to meet Commission Operations

It must be noted, THIS IS A WORKING DOCUMENT AND NOT FOR PUBLIC
REVIEW. It is anticipated the selected scenarios will be expanded, on the priority
determined by the Board of Directors.

PRESENT SITUATION

Ministerial Order

In 2006 the Commission received an Order from the Minister of Municipal Affairs outlining
a 5 year plan to address the water rates and financial plan. The plan was designed to increase
the flow of water through the line by increased sales to the MD of Rocky View (Appendix

“A”).

The proposal to increase sales to the MD of Rocky View was halted by the Town of
Drumheller’s refusal to address the issue of a boundary change and supply of water.

Water Use
The amount of water use projected for 2007 is approximately 450,000 cubic meters per year.
This is below the anticipated levels when original projections were made in 2000. The

communities have not increased use and rural use has been minimal. It was originally
projected that sales would be in the area of 800,000 cubic meters per year.

Water Rates

The Commission as per the Ministerial Order has charged a rate of $2.45 per cubic meter.

The revenue from water sales is projected at $1,102,500.

Projected Deficit with adjustments is $438,536 W

1f the Commission utilized a break even point this proj ected rate is $3.42 per cubic meter.



Appendix R

Page 3

Budget

The 2007 Budget has been reviewed in the area of expenditures, but with minor changes
there 1s not a great deal of expenditure to be cut. The area of concern is revenues. Revenues
have to increase by either:

1. Increased Sale of Water
2. Increased Rates
3. Reduction of Debt Component

Scenarios

To address the Financial Situation a number of scenarios’s have been provided for review
and consideration. Some of the scenarios may be dismissed immediately, but they have to be
addressed to ensure all avenues have been considered.

The Scenario’s are as follows:

5 Year Plan

5 Year Plan with Kathryn Subdivision

10 Year Plan

Private Entity

Pipeline Capacity Percentage utilization for Debt Cost -
Do Nothing

A e e

General Assumptions

To develop the scenario’s for future financial operations a number of general principles have
to be identified: : '

I. Volume of Water and Growth
a) It is anticipated there is 50,000 cubic meters of growth per year which
includes the Kneehill County and Member Communities growth.
b) The forecasts are conservative and represent minimal increases.

2007 2008 2009 2010 2011
450,000 500,000 550,000 600,000 650,000

2. Expenditures

2007 2008 2009 2010 2011
240,000 250,000 270,000 285,000 300,000

3. Debt | —
a) Present Annual Debt Payments would continue at $935,000 per year
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Scenario # 1 — 5 year Plan

Description — This alternative to increase rates to meet the operational needs and meet the
debt cost requirement over a 5 year period.

Financial

2007 2008 2009 2010 2011
Water Use 450,000 500,000 550,000 600,000 650,000

Expenses 1,575,000 1,585,000 1,610,000 1,650,000 1,700,000
Rate $3.42 $3.17 $2.90 $2.75 $2.61
Average Rate: $2.97

Comments

This method is the breakeven point of the operations will involve a rate shock in 2007-2008
at and lower rates in the future. The rates will have to remain at a $3.20 rate to meet the

operating deficit.
Issues

a) What will the overall effect be, due to a rate increase?
b) Average household - .95 cents per day

Scenario # 2 Increase of Water Volume — 5 year plan — Kathryn
Development

Description — This alternative includes increase sales to Kathryn Development in 2009

Financial:

2007 2008 2009 2010 2011
Water Use 450,000 500,000 650,000 965000 1,050,000
Expenses LS75,000 1585000 1,742,000 1,975,000 2,122,500
Water Rate $3.42 $3.17 $2.68 $2.04 $2.02

Average Cost = §2.66

Comments: This scenario increases the water volume which results in a lower cost overall
ina 5 year period.
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Issues:
a) Initial cost which has to be averaged to approximately $2.85 to meet the deficit.
b) The Town of Drumheller would have to override the boundaries to authorize the

sale of water.

Scenario #3 — Utilize a 10 Year Plan
Description: This scenario involves a larger term to pay the deficit and stabilize water rates.

Water Use — Anticipate this models water use is an increase representing Kneehill County
and Communities.

Financial — Table attached

Comments:
a) This is more of a utility based method which charges out capital costs over and
extended time. :
b) Rate would have to increase to $2.80 to breakeven for operating deficit levels.
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Scenario # 4 - Private Entity Operates System

Description .
a) This scenario involves contracting out the operation to a Private Entity such as EPCOR,

ATCO Water, Enmax, etc
b) The Private Entity would operate the system, charge out rates to cover expenses and debt
payments. The Commission would be owners of the system and representing the
Communities with the Private Entity. .
¢) This scenario is being utilized by the Highway 14 system where rates are $3.80 per cubic
meter ' ‘

Comment
a) This type of operation takes out the operational issues of the Commission, but will result

in higher costs due to profit margin of the Private Entity/and administration.
b) The Private Entity will utilize costs over a 10 year period similar to Scenario # 3.

Issues
a) Higher costs overall but lower initial costs (lower rate initially but more cost over term

of contract. It is similar to a loan with the higher costs at the begining if the contract but

profit at the end of the contract X
b) Rates would be similar to Scenario # 3with a profit margin of 15-20%.

Scenario # S — Pipeline Capacity — Cost out of Debenture on
percentage of line capacity allocated to Communities

Description )
a) This alternative utilizes the following costing model:

1) Operation Cost of water is charged to direct purchasers of water. The cost of
water would be the Town of Drumheller cost and the commission operational

cost of providing water
1) Debenture Cost - $935,000 is broken down to capacity allocated to each

community.
Example: Acme’s cost of Water in 2007 would be:

a) Cost of Water
Town of Drumheller Cost (64 cents) plus operating cost of (40 cents) = $1.04

b) Debenture ~ 9% of capacity = 84,150 or $7791.00 monthly

Comments:
a) Present system has the users of water paying for the cost of water and debenture. This

does not correlate to the capacity allocated to communities systems capacity. At present
the rural component has been allocated at 46% of the line capacity but there has been

minimal payment to annual debenture payment. (?/U)
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Breakdown 54% line capacity - Urban - 504,900 annually
46% line capacity — Rural — 430,100 annually

b) This alternative would address the issue of capacity payments and increase revenue
without a major rate increase.

Issues _
a) Change of past philosophy and acceptance of new type of cost method of water rates.

Scenario #6 - Do Nothing

-

~eseription: This alternative involves no change and will result in the government taking over
the commission operations and dictating the operations and cost of water operations and rates.

Water Rates - unknown

Comments
a) This alternative takes out the decision and input away from the Commission and

Communities.
b) The Government will select the scenario and the rates.
¢} Itis speculated that the rates would not be reduced and generally be increased due to

bureaucratic method of ensuring no loss or possible loss.

Scenario #7 — Turn System over to Provincial Government

Description — This alternative involves turning the system over to the Provincial Government and
abdicating all responsibility.

Water Rates — unknown

Comments .
a) this alternative takes away responsibility from Commission

b) Government will select the scenario and rates
¢) It is speculated that rates would not be reduced but increased drastically protecting the

bureaucratic method of ensuring no loss or possible loss

Scenario #8 — Government Auth_orization of Subsidized Interest and
. Principal Payments for 5 vears

"Description: The Government of Alberta has set precedent by granting the Municipality of Wood
Buffalo a 5 year hold on principal payments. The Commission would request the

same alternative.

Water Rates:
a) The debenture would be reduced by $242,361.34 per year for 5 years. ¢ /J
b) The water rate would be $2.90 per cubic meter. _ \\2(-
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Page 9

Comments:
a) This alternative has been provided to Municipality of Wood Buffalo to address their debt

issues. _
b) This alternative allows for the development of additional water sales.
¢) There will be a device after 5 years to ensure that the finances balance
d) The system has been designed for 25 years, but in reality it can last for 40-50 years.

Timeline

The review, discussion and decision of the new financial plan will require a number of meetings
with the Board of Directors and Member Communities.

August - Working Document

End of August - Scenario/s Selection
September - Detailed Financial Plan

- Discussion with Municipalities
October - Finalization of Plan

- Submission to Municipal Affairs
November - Implementation of Financial Plan



Kneehlll Reglonal Water Services Commission
Revenue & Expenses

{Per Audited Financial Statements)

January 1st to December 31st

Appendix §

WATER SALES:

Acme

Belsekar

Carbon

Irricana

Linden

Eneehill County

Rocky View

TOTAL WATER SALES
LESS WATER PURCHASES
GROSS PROFIT
ADD: SERVICE FEE REVENUE
REVENUE BEFORE DIRECT EXPENSES
LESS DIRECT EXPEMSES:

Maintenance fees (variabla)

Miscellaneous purchases

Operator Contract Kneehill (variable)

Operator Contract Drumheller {variable)

Insurance

wca

Operatlon supplies (variable)

Repalrs and maintenance (variable)

Water testing (variable)

Long term debt Interest

Utilitles (variable)

Total direct expenses
CONTRIBUTION MARGIN [DEFICIT)
LESS ADMINISTRATIVE EXPENSES:

Legal faes

Land compensation payments

Delivery

Directar fees

Manager contract

Secretary treasurer contract

Accounting expense

Courses & conventions

Memberships

Promotional expenses

Postage

Interest and bank charges

Office supplies

Property Laxes

Office & tower rent

1st Call locates

Telephone

Office startup

Total administrative expenses
MNET REVENUE (EXPENDITURES) BEFORE OTHER
OTHER REVENUE AND EXPENDITURES:

Grant revenue

Interast revenue

Miscellaneous revenue
NET REVENUE [EXPENDITURES) BEFORE AMORTIZATION

Amaortizaton of deferred water capital contributions

Amortization of deferred capital asset contributions

Amortization of capital assets

DEFICIENCY OF REVENUE OVER EXPENSES

MET REVENUE [EXPENDITURES) BEFORE AMORT &
PRINCIPAL PAYMENTS
LESS PRINCIPAL PAYMENTS ON DE BENTURES

OPERATIONAL CASH FLOW IMPLICATIONS

Years Breakeven
Volume Valume
411,053
746,389
Budget Varlance
2008 2008
145,665.50 144,320.00 5,345.50
245,806.05 242,320.00 3,486.05
121,987.95 122,320.00 -332.05
244,277,315 252,320.00 -8,042.75
224,015.75 212,320.00 11,695.75
21,327.25 28,320.00 -6,992.75
0.00 0.00 0.00
1,007,079.75 1,001,920.00 5159.75 182865249
-266,202.12 -280,000.00 13,797.88  -483,369.04
740,877.63 721,920.00 1895763 1,345283.45
54,400.00 53,760.00 640,00 54,400.00
795,277.63 775,680.00 19,597.63 1,399,683.45
0.00 0.00 0.00 0.00
-5067.00 -2,000.00 1,433.00 567,00
-17,138.16 -27,000.00 9,861.84 -31,119.42
-16,455.10 17,000.00 544,90 -29,879.12
B 446,47 -6,500.00 53.53 6, 406,47
-800.00 -450,00 -450.00 900,00
-2, 760,75 -7,500.00 4,739.25 -5,012.96
-32,851.09 -10,000.00 -22,851.09 -509,650.91
-7,493.75 0.00 -7,493,75 -13,607.13
-6771,559.72 -679,033.00 1,473.28  -677,559.72
-120,332.41 -120,000.00 -332.41  -218.499.24
-§82,504.45 -B69,483.00 -13,021.45 -1,043,241.98
-87,226,82 -33,803.00 6,576.18 356,441.47
0.00 -5,000.00 5,000.00 0.00
-2,100.00 -2,600.00 500.00 -2,100.00
588 88 -200.00 -388.88 -588.88
-7,925.60 -15,000.00 7,074.40 -7,925.60
-39,014.69 -40,0400,00 985.31 -39,014.69
-18,496.40 -18,500.00 3.60 -18,496.40
-11,258.69 -8,000.00 -3,258.69 -11,258.69
0.00 -1,000.00 1,000.040 0.00
-30.00 -700.00 610.00 -90.,00
0.00 0.00 0.00 0,00
-500.00 -250.00 -250.00 -500.00
-7,056.91 -1,000.00 -5,056.91 -7,056.91
-1,723.29 -1,000.00 -123.29 -1,723.29
-2,165.51 -2,300.00 134.49 -2,165.51
-4 A00.00 6,500.00 2,100.00 - AQCL00
-724.00 0.00 ~724.00 -724.00
-3,684.50 0.00 -3,694.50 -3,694.50
0.00 0.00 0.00 0.00
-99,738.47 -102,050.00 2,311.53 -99,738.47
-186,965.29 -195,853.00 B,887.71 256,703.00
0.00 0.00 0.00
87.40 8,000.00 -7,912.60
178.20 20,500.00 -20,321.80
-186,699.69 -167,353.00 -19,346.69
59,808.00 0.00 59,808.00
778,740.01 0.00 T78,740.01
-1,157,708.85 0,00 -1,157,708.85
-505,860.53 -167,353.00 -338,507.53
-186,699.69 -167,353.00 256,703.00
-256,703.00 -256,703.00 -256,703.00
-443,402.69 -424,056.00 0.00
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Kneehill Regional Water Services Commission

Water Volume Analysis

(Per Audited Financial Statements)

January 1st to December 31st

Appendix T

WATER SALES:
Acme
Beiseker
Carbon
Irricana
Linden

Kneehill County
Rocky View
TOTAL WATER SALES CU/M

2005 Deficit to be Recovered
over 2006 - 2009 {4 years)
Cash Flow Deficit Per
Appendix L Divided by 4
$306,829/4

Effect on water price

2006 Deficit to be Recovered
over 2007 - 2009 (3 years)
Cash Flow Deficit Per
Appendix L Divided by 4
$381,837/3

Effect on water price

2007 Deficit to be Recovered
over 2008 - 2010 (3 years)
Cash Flow Deficit Per
Appendix L Divided by 4
$581,970/3

Effect on water price

Price Charged for Water

Adjusted Rate that Should
Have Been Charged

{4 months)
2008 2007 2006 2005
61,088.00 1s.18% 57,475.00 1493% 60,894.00 14.63% 17,679.00
100,329.00 24.94% 95,286.00  24.75% 114,776.00 27.57% 27,254.00
49,791.00 1238% 47,435.00 1232% 51,724.00 12.42% 14,367.00
99,705.00 24.78% 100,001.00 2597% 107,752.00 25.88% 28,232.00
91,435.00 22.73% 84,831.00 2203% 81,217.00 19.51% 24,102.00
402,348.00 100.01% 385,028.00  100.00% 416,363.00 wo01% 111,634.00
8,705.00 6,426.00 3,672.00 1,449.00
0.00 0.00 0.00 0.00
411,053.00 391,454.00 420,035.00 113,083.00
S 76,707.00 S 76,707.00 $ 76,707.00
$ 0.19 $ 0.20 S 0.13
S 127,279.00 $ 127,279.00
s 0.31 S 0.33
$ 193,990.00
$ 0.47
$ 2.45 $ 2.45 $ 2.45 2.45
] 3.42 $ 2.98 $ 2.63 2.45



Kneehill Reglonal Water Services Commission
Operatlonal Cash Flow Implications

{Per Audited Financial Statements)

lanuary 1st to December 31st

Appendix U

WATER SALES

LESS WATER PURCHASES

GROSS PROFIT

ADD: SERVICE FEE REVENUE

REVENUE BEFORE DIRECT EXPENSES

LESS DIRECT EXPENSES

CONTRIBUTION MARGIN (DEFICIT)

LESS ADMINISTRATIVE EXPENSES

ADD OTHER REVENUE

MET REVENUE (EXPENDIUTRES) BEFORE PRINCIPAL
PAYMENTS

LESS PRINCIPAL PAYMENTS ON DE BENTURES

OPERATIONAL CASH FLOW IMPLICATIONS

OPTIONS TO ELMININATE CASH FLOW
DEFICIT IN OPERATIONS IN YEAR

OPTION H1
Current cubic meters of water sales
Additional water sales required to break even
without change in price or fixed charges
Break-even volumn based on no change in water price
This analysis is predicated an a straight line
relationship of certaln varlable costs to volumn
and assuming no change in water price

OPTION #2

Price of water during year excluding fixed charge

Price required in year to eliminate deficit

Break-even price based on cashilow deficit

This analysis assumes that no reduction In velume
would have occurred to achleve break-even with
such a large Increase In price which Is highly probable
would not be the case.

{4 menths)
2008 2007 2006 2005
1,007,079.75 950,062.20  1,029,085.65 277,053.35
- 266,202.12 - 247,263.11 - 294,80632 - 102,330.51
740,877.63 711,799.09 734,279.33 174,722.84
54,400.00 53,760.00 53,760.00 17,920.00
795,277.63 765,559.00 788,039.33 192,642.84
88250445 - 96960761 - 94598159 361,578.68
87,226,82 - 204,048.52 - 157942326 - 16893584
99,73847 - 13556049 - 10598646 -  50,206.23
265.60 151,494.43 160,923.11 25,883.78
186,699.69 - 188,114.58 - 103,00561 - 193,258.29
256,703.00 - 242,361.00 - 278,831.00 -  B7,687.00
443,402.69 - 430,475.58 - 381,836.61 - 280,945.29 - 1,536,660.17
TOTAL
411,053 391,454 420,035 113,083 1,335,625
335,336 512,217 444,709 1,374,663 627,208
746,389 903,671 864,744 1,487,746 1,962,833
5 245 % 245 % 245 % 245 § 2.45
5 1.08 5 110§ 091 § 248 $ 1.15
5 353 § 355 $ 336 § 493 3§ 3.60




Kneehlll Reglonal Water Services Commission
Operational Cash Flow Implications

(Per Audited Financial Statements)

January 1st to December 31st

Appendix U

OPTION H3

OPERATION CASH FLOW DEFICIT (as above)
DEBENTURE DEBT SERVICE COSTS
PERCENTAGE OF DEFICIT/DEBT SERVICING

Option #3a - Assuming no change In water pricing

Alberta government ellminates approximately 45% of the exlsting $11,342,480 debt, being $5,100,000 of debt reduction so the
existing net cashflows are sufficient within the Commission to discharge the remalning debt as well as contribute 51,145,000 to

cover the December 31, 2008 working-capltal deficit.

Optlon #3b - Assuming no change In water pricing

2008 2007 2006
443,402.69 430,475.58 381,836.61
935,736.00 935,736.00 935,736.00

A47.39% A6.00% 40.81%

(4 manths)
2005

1,255,714.88
2,807,208.00

A4.73%

Each participating local government contributes to the Commisslon, an a ratlonal and systematlc basis, approximately 45% of the
exting $11,342,480 debt, belng $5,100,000 of debt reduction so the exlsting net cashflows are sufficient within the Commission to

discharge the remaining debt as well contribute $1,145,000 to cover the December 31, 2008 warking-capltal deficit. Ratlonal and

systematic basls may Include but s not limited to:

1. Local government equalized assessment as percentage of combined equalized assessments,

Acme

Beiseker

Carbon

Irricana

Linden

Kneehill County

Rocky View

Total Equalized Assessment

Assessment
38182092
66759123
23748992
84818247
42894129

1468672527

10116521699

11841596809

0.32%
0.56%
0.20%
0.72%
0.36%
12.40%
85.43%

Debt
20,134.00
35,209.00
12,527.00
44,733.00
22,619.00

774,549.00
5,335,235.00
6,245,006.00

The results of the above would highly llkely not be acceptable to Kneehlll County or the MD of Rocky View as would bear no

relationship to the water system utilization.

2. Local governmant water allocation of commisslon as percentage of combined water allocatlon.

Acme

Beiseker

Carbon

Irrlcana

Linden

Kneehill County

Rocky View

Total Water Allocation

3. Local government on equal basls

Acme

Beiseker

Carbon

Irricana

Linden

Kneehill County

Rocky View

Tatal Water Allocation

100
100
100
100
100
100
100
700

5.68%
6.83%
6.83%
17.11%
B.56%
36.23%
18.76%

14.29%
14.29%
14.29%
14.29%
14.29%
14.29%
14.29%

Debt
354,716.00
426,534.00
4326,534.00

1,068,520.00
534,572.00
2,262,564.00

1,171,562.00

6,245,002.00

Debt
£92,142.00
892,142.00
£92,142.00
892,142.00
892,142.00
892,142.00

892,142.00
5,244,994.00



Knechill Reglonal Water Services Commission
Revenue & Expenses

{Per Audited Financlal Statements)

January 15t to December 31st

Appendix V

WATER SALES:
Acme
Balseker
Carbon
Irrlcana
Linden
Eneehil County
Rocky View
TOTAL WATER SALES
LESS WATER PURCHASES
GROSS PROFIT
ADD: SERVICE FEE REVENUE
REVENUE BEFORE DIRECT EXPENSES
LESS DIRECT EXPENSES:
Maintenance fees
Miscellaneous purchases
Operater Contract Kneehlll
Operator Contract Drumheller
Insurance
WCa
Operation supplies
Repairs and maintenance
Water testing
Long term debt Interest
Uitilities
Total direct expenses
CONTRIBUTION MARGIN (DEFICIT)
LESS ADMINISTRATIVE EXPENSES:
Legal fees
Land compensation payments
Dalivery
Dlrector fees
Manager contract
Secretary treasurer contract
Accounting expense
Courses & conventions
Memberships
Promotional expenses
Paostage
Interast and bank charges
Office supplies
Property taxes
Office & tower rent
1st Call locates
Telephone
Office startup
Total administrative expenses
NET REVENUE (EXPENDITURES) BEFORE OTHER
OTHER REVENUE AND EXPENDITURES:
Grant revenue
Interast revenue
Miscellaneous revenue
Rocky View grant
income(loss) before amortization ltems
Amortizaton of deferred water capital contributions
Amortization of deferred capital asset contributions
Amortization of capital assets

DEFICIENCY OF REVENUE OVER EXPENSES

{4 months]
2008 2007 2006 2005
149,665.50 140,813.75 149,190.30 43,313.55
245,806.05 233,450.70 281,201.20 66,772.30
121,987.95 116,215.75 126,723.70 35,199.15
244,277 .25 245,002.45 263,992.40 69,168.40
224,015.75 207,835.95 198,981.65 59,049.90
21,327.25 15,743.60 8,996.40 3,550.05
0.00 0.00 0.00 0.00
1,007,079.75 959,062.20 1,029,085.65 277,053.35
-166,202.12 -247,263.11 -294,806.32 -102,330.51
740,877.63 711,799.09 734,279.33 174,722.84
54,400.00 53,760.00 53,760.00 17,920.00
795,277.63 765,559.09 788,039.33 192,642.84
0.00 0.00 0.00 «14,250.00
56700 -3,804.62 -12,946.88 -100.00
-17,138.16 =36,946.76 -17,546.30 +14,156,79
-16,455.10 -19,442.50 20,295,128 .00
-6,446.47 -6,084, 24 -5,132.49 916,70
-000.00 -450,00 -450.00 -318.00
-2,760.75 =7,047.04 -9,465.11 -17,654,01
-32,851.09 -75,268 .61 -24,887.69 -21,772.93
-7,483.75 0,00 0.00 0.00
-677,559.72 -692,231.19 -705,818.70 -210,261.61
-120,332.41 128,112.65 -149,439.14 -51,648.64
-382,504.45 -369,607.61 -345,981.59 -361,578.68
-87,226.81 -204,008.52 -157,942.26 -168,935.84
0.00 -10,723.42 -1,500.00 755,60
2,100.00 .2,600.00 -1,556.00
-H88.88 314,21 -533.26 0.00
-1,925.60 -15,810.86 -13,036.62 -13,584.00
-39,014.69 -60,540.53 -19,869.61 0.00
18,496.40 -14,786.50 -14,829.30 -14,112.20
11,258.69 -13,265.00 B,673.53 -6,570.00
0.00 0.0 0.00 -50.00
-50.00 -657.00 -50.00 -B0.00
0.00 -609.53 «5,044.07
-500.00 250,00 -250.00 -250.00
-7/056.91 -1,282.85 -6,894.70 <154.40
-1,723.29 -383.19 -695.77 -1,411.28
-2,165.51 -2,202.17 -1,895.83 <1,867.15
A4,400.00 -6,447.08 «4,200.00 -1,200.00
=724.00 -274.51 0.00 0.00
-3,694,50 5,323.64 +7.,374.03 -3,861.54
0.00 000 -31,587.81 -265.99
-59,738.47 -135,560.49 -105,986.46 -50,206.23
-186,965.19 -339,609.01 -263,9218,72 -219,142.07
0.00 0.00 3,587.81 266.00
87.40 9,419.43 20,139.97 21,245.27
178.20 12,075.00 7,195.33 4,372.51
0.00 130,000.00 130,000.00 0.00
-186,69%.69 -188,114.58 -103,005.61 -193,258.29
59,808.00 59,808.00 59,808.00 14,952.00
7178,740.01 770,154,54 761,090.07 196,203.81
-1,157,708.85 -1,157,708.85 -1,157,452.30 -294,683.43
-505,860,53 -515,860.89 -139,559.84 -276,785.91




Kneehill Reglonal Water Services Commission
Revenue & Expenses
[Par Audited Financlal Statements)

January 1st to December 315t
Appendiy ¥ {4 months)
2008 2007 2006 2005
Billing Amount Per Cuble Meter 5 245 5 245 % 2.45 2.45
Billed Water Consumption Cuble Maters 411,053 301,454 420,035 113,083
Estimated Cash Flow{deficit):
Income(loss) before amartization items -186,699,69 -188,114.58 -103,005.61 -193,258.29
Principal loan paymants -256,703.00 -242,361.00 -278,831.00 -B7,687.00
443,402,629 -130,475.58 -381,836.61 -280,945.29
Effect on Income Statemeant Deficiency if Rural Municipalities
Contribute 55% of Debenture Payment as Grant:
Debenture Payment 935,736.00 935,736.00 935,736.00
55% 55% 55%
514,655,000 §14,655.00 514,655.00
DEFICIENCY OF REVENUE OVER EXPENDITURES -505,860.53 -515,860.89 -439,55%9.84
Excess{Deficiency) of Revenue Over Expenditures 8,794.47 -1,205.89 75,095.16
Effect on Cash Flow Deficlency If Rural Municipalities
Contribute 55% of Debenture Payment as Grank:
Debenture Payment 0935,736.00 0935,736.00 935,736.00
55% 55% 55%
514,655.00 514,655.00 514,655.00
Estimated Cash Flow(Delicit) -443,402.69 -130,475.58 -381,836.61
Estimated Cash Flow 71,252.31 84,179.42 132,818.39
EFFECT ON WATER RATE IF EXPECT CASH FLOW
USED TO REDUCE WATER RATE
Estimated Cash Flow (from above) 5 7,252.31 5 84,179,432 5 132,818.39
Water Consumption (fram above) 411,053 351,454 420,035
-5 017 -5 022 5 0.32
Water Rate Before Effect of MD Paymant 5 245 5 245 5 2.45
5 .28 $ 23 5 2.13




Appendix W

KNEEHILL REGIONAL WATER.
SERVICES COMMISSION

BOX 592, ACME, AB T0M QRO ®IHOME 546-3888 FTAX (403)546-3014
Email - krwscl@gmail.com

January 14, 2010 emailed:
tim.ell@endeavorcas.com

Endeavour Chartered Accountants

Attention: Mr. Tim Ell

Box 2110

Hanna, AB T0J 1P0

Dear Mr, Ell:
Re: Kneehill Regional Water Commission

The board of directors for Knechill Regional Water Services Commission met January 7%, 2010
to continue working towards a solution to the financial position of the water commission. On
behalf of the Board of Directors of the Kneehiil Regional Water Services Commission, I would
like to present the following plan to deal with the financial affairs of the Water Commission,

Accumulated Deficit — we have determined that the accumulated deficit is estimated at $1.2
million dollars since the incorporation of the commission. The accumulated deficit will be dealt
with as follows upon approval of the Minister of Municj airs.

Each municipality will pay a portion of the deficit annually based on the original
allocation of water to each municipality, We will be asking the Minister of Municipal Affairs
for approval to carry this over a 10 year period. The breakdown is as follows:

Village of Acme .0567% $, 7,994.70
Village of Beiseker .0682% $, 9,616.20
Village of Carbon 0682% $, 9,616.20
Village of Linden .0855% $,12,055.50
Town of ¥tricana 1710% $.24,111.00
Knechill County 3623% $,51,084.00
Rocky View County .1876% $.26.451.60
Total Annual Payment $140,929.20
Operation Costs

Water will be charged to each municipality at $3.00 per cubic meter based on actual
consumption.
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Each municipality will continue to pay $1667.00 per month as an administration fee. This
equals revenue of $140,028 per year that is not included in the water consumption rate.

Qperating Deficit — for 2010 the operating deficit is estimated at approximately $126,890.00
(based on the operating budget). The board recommends that the annual operating deficit also
be covered by the municipalities based on allocation of water. The estimated breakdown is as
follows:

Village of Acme 0567% $ 7,194.66

Village of Beiseker .0682% $ 8,653.89
Village of Carbon .0682% $ 8,653.89
Village of Linden .0855% $ 10,849.10
Town of Irricana 1710% $ 21,698.18
Kneehill County .3623% $ 45,972.25
Rocky View County 1876% $ 23,084,556
Total Annual Payment $126,106.53

If you have any questions, piease contact me at (403)312-6196.

Sincerely,
KRWSC

W tbstet)

erry Wittstock
Chairman

cc: Member Municipalities




