NATURAL GASDISTRIBUTION SYSTEM FRANCHISE AGREEMENT
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NATURAL GASDISTRIBUTION SYSTEM FRANCHISE AGREEMENT

THISAGREEMENT made effective the day of , 20

BETWEEN:
, @ Municipd Corporation in the
Province of Alberta (the “Municipality”)

OF THE FIRST PART
- and -
, a corporation having its head

office a the City of , In the Province of Alberta (the
“Company”)

OF THE SECOND PART

WHEREAS the Municipdity desres to grant and the Company desires to obtain an
exclusve franchise to provide gas digtribution services within the Municipad Area on the terms and
conditions herein contained;

NOW THEREFORE in consderation of the mutud covenants and promises herein
contained, the parties hereby agree asfollows:

1) DEFINITIONS

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

a) “Act” meansthe Gas Utilities Act (Alberta) as amended,

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

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

o)

h)

)

K)
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“Congtruct” meansand includes establish, construct, reconstruct, upgrade or extend any
part of the existing Gas Distribution System or proposed Gas Didribution System;

“Consumer” meansany individud, group of individuas, firm or body corporate, including
the Municipdity, with premises or facilitieswithin the Municipd Areathat isprovided with
Gas Didribution Service by the Company;

“Core Services’ means dl those sarvices st forth in Schedule “A”;

“Delivery Tariff” meansthetariff prepared by the Company asrevised or amended from
time to time and approved by the Board on an interim or fina bas's, as the case may be,
gpproving and authorizing the Company to provide the service of theddivery of natura gas
to the Consumer;

“Extra Services’ meansthose services set forth in Schedule “B” that are requested by
the Municipaity on behdf of its citizens and provided by the Company in accordance with
Artidle 7,

“Gas Distribution Service” means the ddivery of naturd gas in accordance with the
Company’s Delivery Taiff;

“GasDistribution System” meansany facilitiesowned by the Company to provide Gas
Didribution Service within the Municipd Area, and without limiting the generdity of the
foregoing, shal includedl mains, pipes, conduits, valvesand dl other ingalations used and
required for the purpose of ddlivering natura gas to the Consumer within the Municipa
Area and includes any naturd gas transmission lines owned by the Company within the
Municipd Areg;

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

“Major Work” meansany Work that costs more than Fifty Thousand ($50,000) Dollars;
“Municipality” meansthe party of the first part to this Agreement;

“Municipal Area” meansthe areawithinthe municipa boundaries of the Municipdity, as
a the date of this Agreement, and asit may be otherwise increased herein;

“Municipal Property” means dl property, including lands and buildings, owned,
controlled or managed by the Municipdity within the Municipa Areg;



p)

a)

2)  TERM

“Operate’” meansto operate, interrupt or restore any part of the Gas Distribution System
in asafe and reliable manner;

“Term” means the term of this Agreement set out in Article 2,

“Terms and Conditions” means the terms and conditions contained within the Delivery
Taiff;

“Work” means any work to Congtruct or Maintain the Gas Didtribution System.

d)

© Copyright

This Agreement shal be for a term of 10 years, commencing on the first (1%) day of

, 20 , or thefirst day after both the Board has approved this agreement
and Council of the Municipdity has passed third reading of the adopting bylaw ,
whichever day comes later.

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

Unless otherwise agreed in writing between the parties, during the first year following the
expiraion of the Term, dl the rights and obligations of the parties under this Agreement
shdl continue to bein effect.

Provided the Company gives written natice to the Municipality not less than twelve (12)
months prior to the expiration of the Term of its intention to negotiate a new franchise
agreement, at any timefollowing the expiration of the Term, and if the Municipaity has not
provided notice to the Company to exercise its rights to purchase the Gas Digtribution
Sysem, ether paty may submit any items in disoute pertaining to a new franchise
agreement to binding arbitration by the Board.

Commencing oneyear following the expiration of the Term, unlessether party hasinvoked
theright to arbitration referred to in sub- paragraph (d) above, or the Municipality hesgiven
notice to purchase the Gas Digtribution System, this Agreement shal continue in effect but
shdl be amended to provide the following:

0] Fifty (50%) percent of the franchisefee otherwise payable under this Agreement to
the Municipdlity shal be held back and in trust in an interest bearing trust account
by the Company, for the sole benefit of the Municipaity. The trust money aong
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with dl accumulated interest shdl be paid to the Municipdity immediately upon
execution of another Gas Franchise Agreement with the Company, or if the
Municipdity purchasesthe GasDidtribution System, or if the Company transfersor
sdlsthe Gas Didribution System, or upon further Order of the Board.

3) GRANT OF FRANCHISE

a)

b)

© Copyright

Subyject to thetermsand conditions hereof, the Municipaity hereby grantsto the Company
the exclusve right within the Municipa Areato Congruct, Operate, and Maintain the Gas
Didtribution System together with the exclusive right to use portions of roads, rights-of-way,
and other lands owned, controlled or managed by the Municipdity which have been
designated by the Municipality for such use and which are necessary to Condtruct, Operate
and Maintain the Gas Digtribution System.

Subject to the terms hereof, the Municipdity agrees that it will not, during the Term, grant
to any other person, firm or corporation, the right to Congtruct, Operate and Maintain any
gasdigtribution system nor the exclusiveright to usethe portions of the roads, rights-of-way
and other lands owned, controlled or managed by the Municipdity which have been
designated by the Municipality for such use and which are necessary to Congruct, Operate
and Maintain a gas digribution system, for the purpose of delivering naturd gas in the
Municipa Areafor Consumers, S0 long asthe Company deliversto the Municipaity and
the Consumers their requirements of natura ges.

The Company agrees to:

i) bear the full respongibility of an owner of anaturd gas digtribution system and to
ensured| servicesprovided pursuant to thisAgreement arein accordance with the
Ddivery Taiff, insofar as gpplicable;

ii) Congtruct, Operate and Maintain the Gas Didtribution System;

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

iv) usethe Municipdity’ sroads, rights-of-way and other Municipa Property granted
hereunder solely for the purpose of providing Gas Didribution Service and any
other service contemplated by this Agreement.



4) FRANCHISE FEE

a)

b)
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Calculation of Franchise Fee

In congderation of the exclusve grant of franchise, the ability to use Municipa rights-of-
way, and the mutua covenants herein, the Company agreesto pay to the Municipdity a
franchisefee. The parties agree that s. 360(4) of the Municipal Government Act RSA
2000 c. M-26, as amended, does not apply to the caculaion of the franchisefeein this
Agreement. For each cdendar year the franchisefee will be calculated as a percentage of
the Company’s actud tota revenue derived from the Ddivery Taiff, including without
limitation the fixed charge, base energy charge, demand charge but excluding the cost of
gas (being the ca culated revenues from the gas cost recovery raterider or the deemed cost
of gas and revenues from gas-related riders, for clarity, Method A inthe Company’ sRate
Rider A as approved by the Board from time to time) in that year for Gas Didribution
Service within the Municipd Area. For the first calendar year or portion thereof of the
Term of this Agreement, the franchise fee percentageshdl be (%) percent.

By no later than September 1 of each year, the Company shdl: (i) advisethe Municipdity
in writing of the total revenues that were derived from the Ddivery Tariff within the
Municipa Area for the prior caendar year; and (ii) with the Municipality’s assstance,
provideinwriting an etimate of tota revenuesto be derived fromthe Ddivery Taiff within
the Municipa Areafor the next calendar year.

By no later than November 15 of each year, the Municipaity shall advisethe Company in

writing of the franchise fee percentage to be charged for thefollowing year. Failingwhich
natification, the franchise fee percentage shal remain unchanged.

Franchise Fee Cap

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

Notice to Change Franchise Fee
Prior to implementing any change to the franchise fee, the Municipdity shdl notify itsintent

to changethelevd of the franchisefee and the resulting effect that such changewill haveon
an averageresdentia customer’ sannua gas bill through publication of anotice onceinthe
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newspaper that has the widest circulation in the Municipa Areaat least 45 days prior to
implementing the revised franchisefee. A copy of the notice shdl be filed with the Board.

d) Payment of Franchise Fee

Immediately upon the Municipdity passing third reading of the gpplicable by-law gaproving
this Agreement, the Company shal pay the franchisefee amount, billed to each Consumer,
to the Municipdity on a monthly basis within forty-five (45) days after billing for each
Consumer.

e) Reporting Consider ations
The Company shdl provide to the Municipaity dong with payment of the franchise fee
amount, the information containing total Delivery Taxiff billed, the franchise fee percentage

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

5) CORE SERVICES

The Company agreesto provide those Core Servicesto the Municipdity as set forth in Schedue*A” and
further agrees to the process contained in Schedule “A”.

6) PROVISION OF EXTRA SERVICES

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

Any breach by the Company for failing to provide any Extra Services contained in this Agreement shal not
condtitute a breach of amaterid provison of this Agreement for the purposes of Article 8.

7) MUNICIPAL TAXES

Amounts payable to the Municipdity pursuant to the terms and conditions hereof shdl be (without
duplication) in addition to the municipd taxes and other levies or charges made by the Municipaity againgt
the Company, its land and buildings, linear property, machinery and equipment.

8) RIGHT TO TERMINATE ON DEFAULT

© Copyright



7

In the event ether party breaches any materia provison of this Agreement, the other party may, at its
option, provide written notice to the party in breach to remedy such breach. If the said breach is not

remedied within two (2) weeks after receipt of the written notice or such further time as may bereasonably
required by the party in breach using best efforts on acommercially reasonable basisto remedy the breach,
the party not in breach may give six (6) months notice in writing of the termination of this Agreement to the
other party, and unless such breach is remedied to the satisfaction of the party not in breach acting

reasonably this Agreement shall terminate subject to prior Board approval.

9 SALE OF GASDISTRIBUTION SYSTEM

Upon the expiraion of the Term of this Agreement, or the termination of this Agreement pursuant to the
terms and conditions hereof or by operation of law or order of a governmenta authority or court of law
having jurisdiction, the Municipality may, subject to the gpprovd of theBoard, (i) exerciseitsright to require
the Company to sdl to it the Gas Didribution System pursuant to the provisons of the Municipd
Government Act (Alberta), as may be amended, where applicable, or (ii) if such right to require the
Company to sdll the Gas Didtribution System is either not gpplicable or has been repeded, require the
Company to sl to it the Gas Didtribution System. If, upon the expiration of the Agreement, the partiesare
unable to agree on the price or on any other terms and conditions of the purchase, the unresolved matters
shdl bereferred to the Board for determination.

10) PROVISION OF DETAILED PLANSAND EQUIPMENT

F2) Detailed Plans

The Company agreesto provide to the Municipdity for the Municipaity’ s purposes only,
the most current set of detailed plan sheets including as-built drawings and specifications
showing the locations (excluding depth) and adignments of the Gas Didtribution System,

excepting servicelinesand indallations on private property, according to the plansheetsin
hard copy and in the Company’ selectronic form, together with asmany printsof theoveral

Gas Didribution Systemn asthe Municipaity may reasonably require. Theseplansand plan
sheets shdl be updated by the Company on at least an annua basis.

The Municipdity shdl upon reasonable request, provide to the Company any subdivison
development plans of the Municipdity in hard copy and in the Municipdity’s eectronic
formwhereavailable. The subdivision development plansare provided to the Compeany for
the sole purpose of asssting the Company in ddivering natura gas to the Consumer.

b) Provison of Equipment

© Copyright
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The Company agrees to provide the Municipdity’s fire department with the equipment
necessary for the operation of curb boxes and service vaves so that in case of fire, the
service valves may be turned off by the fire department if they reach a fire before the
Company’'s representative. The Municipdity will notify one of the Company’s
representatives of fireswhich may affect theGas Didtribution System and /or the operations
as quickly as reasonably possible, or, in the event that they cannot reach a Company
representative, the Municipaity will advisethe Company’ s standby personnd of suchfires.
The Company shdl ensure that its representatives reasonably cooperate with the
Municipdity in preventing, controlling and investigating firesinvolving or affecting the Gas
Didribution System.

11) RIGHT OF FIRST REFUSAL TO PURCHASE

a)

b)

d)

© Copyright

If during the Term of this Agreement, the Company receives abona fide offer to operate,
take control of the entire Gas Digtribution System or purchasethe Gas Digtribution System
withinthe Municipa Area, which the Company iswilling to accept, then the Company shdl
promptly give written notice to the Municipdity of the terms and conditions of such offer
and the Municipdity shal during the next one hundred and twenty (120) days, have the
right of first refusal to operate, take control of or purchasethat part of the Gas Ditribution
System, as the case may be, for the same price and upon the terms and conditions
contained inthesaid offer. Notwithstanding theforegoing, inthe event thet the Municipdity
fals or refusesto exercise its right of firgt refusd, the Municipdity shdl retain the right to
withhold its consent to an assgnment of this Agreement in accordance with paragraph 18
below. For the purposes of this paragraph 11, “operate, take control” shal not be
construed as including the subcontracting by the Company of only some portions of its
operations where the Company continues to be responsible for the performance of this
entire Agreemer;

If the Municipality doesnot exerciseitsright of first refusal and the said bona fide offer thet
the Company iswilling to accept does not proceed to closure, the Municipdity retainsits
right of firgt refusa on any other offer.

Thisright of first refusal only applieswherethe offer pertainsto the entire Gas Didribution
System and the right of firgt refusd does not goply to offers that include any other
digtribution systems or didribution facilities of the Company located outsde of the
Municipd Area. If such offer includes other distribution systems of the Company, the
aforesad right of firgt refusd shall be of no force and effect and shal not apply.

Where the Municipdity exercisesits rights to purchase the Gas Didribution System from
the Company and thereby acquires the Gas Didtribution System, the Municipality agrees
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that should it no longer wish to own the Gas Didribution Sysemwithinfive (5) yearsafter it
acquires the said system and the Municipality receives any bona fide offer from an ams
length third party to purchase the Gas Digtribution System, whichit iswilling to accept, then

it shdl promptly give noticeto the Company of thetermsand conditions of such offer. The
Company shdl during the next one hundred and twenty (120) days have the first right of

refusa to purchase the Gas Didribution System for the same price and upon the same
termsand conditionsas contained in the said offer, providing the offer isequad to or greater
than the terms of the origind purchase by the Municipdity from the Company (taking into
account the depreciation of the Gas Digtribution System at the time of the offer).

The Municipdity’sright of first refusd shdl not gpply where the Company has agreed to
trandfer the entire Gas Didribution System to athird party utility company in exchangefor
certain other assets provided dl of the following conditions are met:

() the third party utility can demondirate to the satisfaction of the Municipdity thet it
meets the necessary technica and financia requirements to own and operate the
Gas Didribution System,

(i) the only congderation that shall be exchanged between the Company and the third
party utility company is the trandfer and exchange of assats and monetary
consderation limited to a maximum of 49% of the net book vaue of the Gas
Didribution System;

(i)  there is no adverse impact to the Municipdlity resulting from the transfer and
exchange above referenced as determined by the Board,

(iv)  theCompany and thethird party utility company obtain dl the requisite regul atory
requirements prior to completing the exchange; and

v) full compensation is paid to the Municipdity for dl costs including adminigrative
and legd cogts incurred by the Municipdity in ensuring dl of the conditions (i)
through (iv) above are stisfied.

12) CONSTRUCTION/MAINTENANCE OF GASDISTRIBUTION SYSTEM

a)

© Copyright

Municipal Approval

Before undertaking any Mgor Work, or in any caseinwhichthe Municipality specificaly
requests the same, the Company will submit to and obtain the gpprova from the
Municipdity, or its authorized officers, of the plans, and the specifications when available



b)
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for the proposed Mgor Work and its location. Approva by the Municipaity granted in
accordance with thisparagraph shdl belimited to an gpprova of thelocation and aignment
of theMagor Work only, and shdl not signify approva of the structurd design or the ability
of the work to perform the function for which it was intended.

Prior to commencing any Work, the Company shdl obtain such gpplicable permitsas are
required by the Municipdity.

The Company shdl obtain prior written approva fromthe Municipdity of any trafficlaneor
sdewalk closures required to be made at least forty-eight (48) hours prior to the
commencement of the proposed Work.

Restoration of Municipal Property

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

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

The Company further covenantsthat it will not unduly interfere with the works of othersor
the works of the Municipdity. Where reasonable and in the best interests of both the
Municipdity and the Consumer, the Company will cooperate with the Municipaity and
coordinate the ingtdlation of the Gas Didtribution System aong the designated rights-of-
way pursuant to the direction of the Municipality. During the performance of the Work, the
Company shdl use commercidly reasonable effortsto not interfere with existing Municipa
Property and to cause aslittle damage as possible to the property of others (including the
Municipdity Property). If the Company causesdamageto any existing Municipa Property
during the performance of any Work; it shal cause such damageto be repaired at itsown
cost.

Upon default by the Company or itsagent to repair damage caused to Municipa Property,
the Municipality may provide written notice to the Company to remedy the default. If the
default isnot remedied with two (2) weeks after receipt of the written notice or such further
time as may be reasonably required and requested by the Company using the best efforts
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onacommercidly reasonable bassto remedy the default, the Municipdity may undertake
such repair work and the Company shall be liable for the reasonable costs thereof.

) Urgent Repairs and Notification to Municipality

If any repairsor maintenance required to be madeto the Gas Digtribution System are of an
urgent nature where the operation or reliability of the Gas Didribution System ismaterialy
compromised or potentidly materidly compromised, the Company shdl be entitled to
conduct suchrepairsor maintenance asare commercidly reasonablewithout prior noticeto
the Municipdity, on the undersanding and agreement that the Company will provide written
or verba noticeto the Municipality as soon as practicable and in any event no later than 72
hours after the repairs are commenced.

d) Company to Obtain Approvalsfrom Other Utilities

The Company shdl be solely responsiblefor locating, or causing to belocated, dl existing
utilities or utility mains, pipes, vaves and rdated facilitiesin, on or adjacent to the Work
gte. The Company shdl notify dl other utility operators and ensure that utilities and utility
mains, pipes, vaves and reaed facilities are dtaked prior to commencement of
condruction. Unlessthe Municipdity has staked thelocation for the utility property, staking
shdl not be deemed to be arepresentation or warranty by the Municipality that the utility or
utility property are located as staked. The Municipdity shdl not be respongible for any
damage caused by the Company to any utility or any third party as a result of the
Company’s Work, unless the Municipdity has improperly staked the utility property.
Approva must be obtained by the Company from the owner of any third party utility prior
to relocation of any facility owned by such third party utility.

e) Approvals

Where any approvasarerequired to be obtained from ether party under thisArticle, such
gpprovals shdl not be unreasonably withheld.

The Company shdl ensurethat dl Work is performed in accordance with the requirements of al applicable
legidation, rulesand regulations. The Company shdl immediatdy notify the Municipdity of any lien, dam of
lien or other action of which it has or reasonably should have knowledge, and shall cause the sameto be
removed within 30 days (or such additiond time asthe Municipdity may dlow inwriting), failing which the
Municipality may take such action asit reasonably deems necessary to removethe same and the entire cost

© Copyright
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thereof shdl beimmediately due and payable by the Company to the Municipdity.

13) RESPONSIBILITIESFOR COST OF RELOCATION

Upon receipt of one (1) years notice from the Municipdity, the Company shal, at itsown expense, relocate
to Municipa Property such part of the Gas Ditribution System that is located on Municipa Property as
may be reasonably required by the Municipaity due to planned Municipd congruction. In order to
encourage the orderly development of Municipa facilitiesand the Gas Didribution System, the Municipdity
and the Company agree tha they will meet regularly to: a) review the long-term fadility plans of the
Municipdity and the Company; and b) determine the time requirements and cogts for find design
gpecificationsfor each relocation. Providing the Municipdity isnot the devel oper requesting therelocation
for commercid or resdentid resale to third parties, the Company shdl bear the expenses of the required
relocation.

Notwithstanding the foregoing, the Company shal not be required to move any part of the Gas Digtribution
System after receipt of notice from the Municipdity in accordance with this Article where:

a) the Company hasilludrated to the sati sfaction of the Municipdity, acting reasonably, thet an
appropriate Alternative Course of Action isavallable;

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

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

For the purposesof thisArticle 13, theterm “ Alternative Course of Action” shall mean any course of action
that will enable the Municipdity to complete the sad Municipa congtruction and will result in a net cost
savingsto the Company (taking into account al additiona cogtsincurred by the Company in carrying out the
Alternative Course of Action and any additiond costs which the Municipdity may incur and which the
Company will be required to pay in accordance with thisArticle 13) and “Intended Time Frameé” shall mean
the period of time within which the Municipdity would have reasonably been able to complete the said
Municipa condruction if the Company would have relocated the Gas Didtribution System in accordance
with this Article 13.

© Copyright
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If the Municipality agreesto permit the Company to utilize an Alternative Course of Action, the Company
shdl pay any ad dl cods incurred in carrying out the Alternative Course of Action and shal pay on
demand to the Municipdity (on afull indemnity bass) any and al costs incurred by the Municipdity:

0]

(i)

(ii)

in conducting a review of the Alternative Course of Action © determine whether the
Alternative Course of Action is acceptable to the Municipdity;

inmodifying any plansthe Municipdity may have prepared in respect of thesaidd Municipa
condruction (which are referred to herein as “Modified Plans’) or in preparing or
developing plans and procedures (which are referred to herein as “Work Around
Procedures’) to work around the Gas Digtribution System or any improvement, thing, or
component utilized by the Company in effecting the Alternative Course of Actiory and

in the course of conducting the said planned Municipa condruction where such codts
would not have been incurred by the Municipdity if the Company had relocated the Gas
Didribution System in accordance with this Article 13 (including any additiond cost the
Municipdity may incur in completing the said Municipad Congtruction in accordance with
the Modified Plans or in effecting any Work Around Procedures).

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

Where :

(A)  TheMunicipdity requiresthe Company to moveagas|ine so that the Municipdity
can replace its own sewer lines. The cost of moving the gas lineis $10,000. The
cogt of carrying out the replacement of the sewer line after moving the gaslineis
$40,000;

(B)  TheCompany proposesto smply bracethegasline (at acost of $2,000) and the
Municipality, acting reasonably, approves of this as an Alternative Course of
Action;

(C©)  Asareallt of having to prepare Modified Plans and to prepare and implement
Work Around Proceduresto work around the braces, the actual cost incurred by
the Municipdity in replacing the sawer lineis $45,000 (being anet increasein cost
of $5,000);

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

© Copyright
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In cases of emergency, the Company shdl take al measures that are commercidly reasonable and
necessary to ensure public safety with repect to rel ocating any part of the Gas Didtribution System that may
be required in the circumstances.

If the Company fails to complete the relocation of the Gas Digtribution System or falls to repair or do
anything else required by the Company pursuant to thisdause without valid justification and in atimely and
expeditious manner to the satisfaction of the Municipaity’s representative, acting reasonably, the
Municipality may, but isnot obligated to, complete such rel ocation or repair and the Company shdl pay the
reasonable costs of such relocation or repair forthwith to the Municipdity. If the Municipdity chooses to
complete such relocation or repair the Municipdity will ensure that such work is completed using the
Company’s design specifications and standards, as provided by the Company, including the use of good
and safe operating practices.

The Municipdity is not respongble, either directly or indirectly, for any damage to the equipment which
forms part of the Gas Digtribution System which may occur during itsingtallation, maintenance or remova
by the Company, nor isthe Municipdity ligbleto the Company for any losses, claims, charges, damagesand
expenses whatsoever suffered by the Company including claims for loss of revenue or loss of profits, on
account of theactionsof the Municipaity, itsagents or employees, working in, under, over, aong, upon and
acrossits highways and rights-of-ways or other Municipa Property other than direct lossor damageto the
Company caused by the negligence or wilful misconduct of the Municipdlity, its agents or employees.

Inthe event there ocation or any part thereof requiresthe approva of athird party, the Municipdity will use
reasonable efforts to assst the Company in any negotiation with such third party to obtain the necessary

approval(s).

Inthe event the rel ocation resultsfrom the demand or order of an authority having jurisdiction, other thanthe
Municipdity, the Municipaity shal not be responsible for any of the costs of such relocation.

14) GASDISTRIBUTION SYSTEM EXPANSION

Subject to the Terms and Conditions, and at no cost to the Municipdity unless otherwise provided for under
the Terms and Conditions, the Company shdl, on atimely bads use its best efforts on a commercidly
reasonable basis to meet the Gas Didribution System expanson requests of the Municipdity or a
Consumer, and provide the requisite facilities for connections for new Consumersto the Gas Didtribution
Sysem.

15) INCREASE INMUNICIPAL BOUNDARIES
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Where the Municipa Area is increased through annexation or amagamation as understood under the
Municipal Government Act (Alberta) by the greater of 640 acres and twenty five (25%) percent of the
current area or more, the Municipdity shdl have the right to:

@
(b)

terminate this Agreement provided the Municipality gives noticein writing to the Company
of itsintention to do so; or

add theincreased areato the Municipa Areadready served by the Company so that the
rights and obligations contained in this Agreement will gpply in repect of the whole
Municipa Area, including the increased area

For dl other increasesto the Municipa Areathrough annexation or amagamation as understood under the
Municipal Government Act (Alberta), the rights and obligations contained in this Agreement will gpply in
respect of the whole Municipa Area, including the increased area.

16) JOINT USE OF GASDISTRIBUTION SYSTEM

a)

b)

© Copyright

Municipal Use

The Municipdity shal upon natice to the Company have, for any reasonable municipa
purpose, theright to make use of the Gas Digtribution System (excluding thetransportation
of gas) and any rights-of-way granted to the Company, provided such use complieswith
good and safe natural gas operating practices, as determined by the Company acting
reasonably, gpplicablelegidation, and does not unreasonably interfere with the Company’s
use thereof, at no charge to the Municipdity. The Municipdity isresponsble for its own
costs and any necessary and reasonable costsincurred by the Company including the costs
of any dterations that may be required in using Gas Didtribution System.

Third Party Use and Notice

The Company agreesthat should any third party including other utilitiesdesiretojointly use
the Gas Didribution System or trenches or any parts of the Gas Didtribution System, the
Company shdl not grant the third party joint use except in accordance with this Article,
unlessotherwise directed by any governmentd authority or court of law having jurisdiction.

The Company agrees that the following procedure shall be used in granting permisson to
third parties desiring joint use of the Gas Didtribution System:



d)

© Copyright
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i) firg, the third party shal be directed to approach the Company to initially request
conditiond approva from the Company to use that part of the Gas Digtribution
System it seeksto use;

i) second, upon recalving written conditiond gpprova from the Company, the third
party shall be directed to gpproach the Municipdity to obtain its written gpprova
tojointly usethat part of the Gas Digtribution System on any Municipa Property or
right-of-way. Asacondition of granting its consent, the Municipaity may require
that such third party enter into an agreement with the Municipdity, and such
agreement may requirethat such third party pay compensation to the Municipdity;

iif) third, upon receiving written conditiona approva from the Municipdity, the third
party shdl bedirected to obtain fina written gpprova from the Company to jointly
usethat part of the Gas Didtribution System. Onceajoint use agreement hasbeen
entered into between the Company and thethird party, it shal not be subsequently
amended without the consent of the Municipdity (which consent will not be
unreasonably withheld).

Cooperation

The Company and Municipality agree they will use reasonable efforts to cooperate with
eech other in encouraging the use of joint trenching and in any negotiationswith third parties
desiring joint use of any part of the Gas Digtribution System located on Municipa Property.

Payment

The compensation paid or to be paid by such third party to the Municipdity for the use of
the Municipd Property incuding its rights-of-way, shal be determined between the
Municipdity and the third party.

The compensation paid or to be paid by such third party to the Company for thejoint use
any portion of the Gas Digtribution System shd | be determined between the Company and
thethird party, subject to thejurisdiction of any governmenta authority over the matter and
the Municipality’ sright to intervene in any related regulatory proceeding.

Provision of Agreements
The Company shdl provideto the Municipaity within 6 months of executing this Agreement

acopy of al agreements between the Company and any third partiesinvolved in thejoint
use of any part of the Gas Didribution System.
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Upon reasonable request by the Municipality, copiesof these agreements shal be updated
by the Company and provided to the Municipdity a no cost to the Municipality.

17) RECIPROCAL INDEMNIFICATION AND LIABILITY

a)

b)

Company shdl indemnify and save the Municipdity, its servants, agents, employees,
licensees, contractors and invitees, harmless from and againgt any and dl ligbility, actions,
demands, clams, damages, losses and expenses (including dl legd costs and
disoursaments), including indemnity from and againgt any claim, loss, cost, demand and
legd or other expense, whether in respect of any lien, encumbrance or otherwise, arisng
out of any Work performed by or for the Company, which may be brought against or
suffered, sustained, paid or incurred by the Municipdity, its servants, agents, employees,
contractors, licensees and invitees, arisng from, or otherwise caused by:

0] any breach by the Company of any of the provisons of this Agreement; or

(i) the negligence or wilful misconduct of the Company, or any of its servants, agents,
employees, licensees, contractors or inviteesin carrying on its business within the
Municipd Area.

The Muniapdity shdl indemnify and save the Company, its servants, agents, employees,
licensees, contractors and invitees, harmless from and againg any and dl liability, actions,
demands, clams, damages, losses and expenses (including al legd costs and
disbursements) which may be brought againgt or suffered, sustained, paid or incurred by the
Company, its servants, agents, employees, licenses, contractorsand invitees, arising from,
or otherwise caused by:

0] any breach by the Municipdity of any of the provisons of this Agreemert; or

(i) the negligence or wilful misconduct of the Municipdity, or any of its servants,
agents, employees, licensees, contractorsor invitees, in carrying on the business of
the Municipdlity.

Notwithstanding anything to the contrary herein contained, inno event shdl the Municipdity
or the Company be liable under this Agreement, in any way, for any reason, for any
indirect, pecia or consequentia damages (including damagesfor pure economic loss, loss
of profits, loss of earnings or loss of contract), howsoever caused or contributed to.

18) ASSIGNMENT
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In the event that the Company agrees to sdll the Gas Didtribution System to a third party purchaser, the
Company shdl comply with Article 11 above. In addition, the Company will request thet the third party
purchaser confirm in writing thet it will agreeto al the terms and conditions of this Agreement between the
Company and the Municipdity. The Company agreesthat it will provide to the Municipality acopy of the
third party purchaser’s corfirmation |etter.

The Company agreesto provide the Municipdity with reasonable prior written notice of asale of the Gas
Didtribution System to athird party purchaser. The partiesshall thereafter meet to discussthe technical and
financid cgpabilities of the third party purchaser to perform and satisfy dl terms and conditions of the
Agreement, and the compensation payableto theMunicipdity for dl costsincluding adminisrativeand legd
codsrelating to providing its consent to the Assgnment. (“Municipa Compensation”)

The Municipdity hasthirty (30) daysfrom the meeting date with the Company to provide written notice to
the Company of its intention to consent or withhold its consent to the assgnment of the Agreement to the
third party purchaser. The Company agrees that the Municipaity may provide notice of its intention to
withhold its consent to the assgnment of this Agreement to the third party purchaser if the Municipd
Compensationisinadequate or if thethird party purchaser failsto covenant, infavour of the Municipdity, to
perform and observe dl of the covenants and obligations of the Company to be performed and observed
under this Agreement and otherwise solely on the basis of reasonable and material concernsregarding the
technica cgpahility or financia wherewithd of thethird party purchaser to perform and satisfy dl termsand
conditions of the Agreement. In this case, such notice to the Company must specify in detall the
Municipdity’s concern. Should the Municipdity not reply within the thirty (30) days, it is agreed that the
Municipality will be deemed to have consented to the assgnment. The Company further agreesthat, when
it gppliesto the Board for gpprova of the sale, it will includein the gpplication any notice received from the
Municipdity, including the reasons given by the Municipdity for withholding its consent. The Municipdity
shdl have the right to make its own submissions to the Board.

Subject to the Company having fulfilled the obligations outlined in the preceding three paragraphs, the
Company shdl be entitled to assign this Agreement to an arm’s length third party purchaser of the Gas
Digribution System without the consent of the Municipdity, subject to paying the Municipa Compensation
for the assgnment, and having obtained the Board' s gpprova for the sde of the Gas Didribution System
and, the third party purchaser’s confirmation in writing that it agreesto al the terms and conditions of this
Agreement.

Where the Board approves such sae of the Gas Didtribution System to athird party and the third party
provideswritten confirmation to assumedl ligbilitiesand obligations of the Company under this Agreement,
then upon the assgnment of this Agreement and the payment of the Municipa Compensation for its consent
to the Assgnment subject to Board gpprova, the Company shall be reeased from dl its liabilities and
obligations thereunder.
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The Company shdl be entitled to assign this Agreement to asubsidiary or afiliate of the Company without
the Municipdity’s consent. Where the Company assgns this Agreement to a subsdiary or affiliate, the
Company will remain jointly and severdly liable.

Further, it isacondition of any assgnment that the subsdiary, affiliate or third party purchaser, asthe case
may be, shdl provide written notice to the Municipdity indicating that it will assume dl lighilities and
obligations of the Company under this Agreement.

Any disputes arising under the operation of this Article shal be submitted to the Board for determination.
19) NOTICES

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

(@) To the Company:

Fax:

(i) To the Municipality:

Fax:

The date of receipt of any such notice as given above, shdl be deemed to be asfollows:
0] In the case of personal service, the date of service;
(i) In the case of registered mail, the seventh (7'") business day following the date of ddlivery
to the Post Office, provided, however, that in the event of an interruption of normd mail
service, receipt shal be deemed to be the seventh (7™) day following the date on which

norma serviceis restored;

(i) In the case of afax, the date the fax was actualy received by the recipient.
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20) INTERRUPTIONS OR DISCONTINUANCE OF DELIVERY SERVICE

Subject to its Delivery Tariff, the Company shdl useits best efforts on acommercialy reasonable basisto
avoid and minimize any interruption, reduction or discontinuance of Gas Didribution Service to any
Consumer. However, the Company reserves the right to do so for any one of the following reasons.

0] Where the Company is required to effect necessary repairs or changes to the Gas
Didribution System;

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

(i) Onaccount of defective aspectsof the Gas Distribution Systemswhich inthe opinion of the
Company, acting reasonably, may become dangerousto life or property;

(iv)  Whererequired, under the Terms and Conditions, due to a Consumer’ s nonpayment
of gashills

To the extent the Company has any planned maor interruptions, reductions or discontinuances in Gas
Didribution Service, it shdl notify the Municipdity in writing as soon as practicable in the circumstances.
For any other mgjor interruption, reductions or discontinuancesin Gas Digtribution Service, the Company
shdl provide verba notice to the Municipality as soon as s practicable in the circumstances.

21) DISPUTE SETTLEMENT

Totheextent permitted by law, the Company and Municipaity agreethat unresolved disputes pertaining to
this Agreement, other than those related to the sdle of the Gas Didribution System as contemplated in
Articles 9, 11(a) and 18 hereof, that pursuant to the terms of this Agreement, are to be submitted to the
Board for determination, or any other matter that is within the exclusive jurisdiction of a governmenta
authority having jurisdiction, shall be submitted to arbitration for determination and may be commenced by
ether party providing written noticeto the other party stating the dispute to be submitted to arbitration. The
parties shdl attempt to gppoint amutualy satisfactory arbitrator within 10 business days of the said notice.
In the event the parties cannot agree on a single arbitrator within the 10 business days, each party shdl
gppoint an arbitrator within the 10 business days thereafter by written notice, and the two arbitrators shall
together appoint athird arbitrator within 25 business days of written noticefor arbitration. If ether party fails
to appoint an arbitrator within the time set forth above, the arbitrator gppointed by the other party shdl
proceed with the arbitration and the award of such arbitrator shdl be find and binding. In the two
arbitrators appointed by the parties hereto fail to agree upon athird arbitrator within the 25 business day
period from the date of ddlivery of thewritten noticefor arbitration, either party may apply, onten (10) days
written notice to the other, to a Judge of the Court of Queen’ s Bench of Albertafor the gppointment of the
third arbitrator. Thedispute shdl be heard by the arbitrator(s) within 45 business days of the written notice
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for arbitration unless extended by mutua agreement between the parties. The arbitrator(s) shdl render a
decison within 20 business days of the last day of the arbitration hearing. Save as otherwise expressy
provided in this Agreement, the provisons of the Arbitration Act (Alberta) (asamended from timeto time)
shdl apply to any arbitration undertaken under this Agreement subject always to the Board's jurisdiction
over any matter submitted to arbitration. Pending resolution of any dispute, the Municipdity and the
Company shdl continueto perform their respective obligations hereunder. The decision of the mgority of
the arbitrators shal be find and binding.

The Company shdl advisethe Board of any digpute submitted to arbitration withinten (10) businessdays of
it being submitted and shal advise the Board of the results of arbitration within ten (10) business days
following receipt of the decision of the arbitrator(s).

22)  APPLICATION OF WATER, GASAND ELECTRIC COMPANIESACT

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

23) EORCE MAJEURE

If ether party shall fail to meet its obligations hereunder within thetime prescribed, and such failure shal be
caused or materialy contributed by an event of “force mgeure’, such failure shal be deemed not to be a
breach of the obligations of such party hereunder, but such party shdl useits best effortsto put itsdf ina
position to carry out its obligations hereunder. The term “force mgeure’ shal mean any acts of God,
strikes, lock-outs, or other industrial disturbances, acts of the Queen’ senemies, sabotage, war, blockades,
insurrections, riots, epidemics, lightening, earthquakes, storms, fires, wash-outs, nuclear and radiation
activity or fdl-out, restraints of rulersand people, orders of governmenta authoritiesor courts of law having
jurisdiction, theinability to obtain any necessary approva from agovernrmenta authority having jurisdiction
(excluding municipad governments), civil disturbances, explosions, mechanicd fallure, and any other causes
samilar in nature not specificaly enumerated or otherwise specified herein that are not within the control of
such party, and al of which by the exercise of due diligence of such party could not have been prevented.
Lack of finances shall be deemed not to be an event of “force mgeure’.

24) TERMSAND CONDITIONS

The Terms and Conditions that apply to the Comparny and are approved by the Board, as revised or
amended from time to time by the Board, shdl apply to the Municipdity.

25) NOT EXCLUSIVE AGAINST HER MAJESTY
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Notwithstanding anything to the contrary herein contained, it is mutualy understood and agreed that the

rights, powers and privileges conferred and granted by this Agreement shall not be deemed to be exclusive
agang Her Mgesty in theright of the Province of Alberta.

26) SEVERABILITY

To the extent permitted by law, any provison of this Agreement which isprohibited or unenforcegble, shdl
be ineffectiveto the extent of such prohibition or unenforceghility, without invalidating the remaining portions
hereof.

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

* (Municipality)

PER:

PER:

* (Company)

PER:

PER:
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SCHEDULE “A”
Core Services

The Company shdl provide to the Municipality the following basic services as Core Services.

1

2)

3)

4)

5)

6)

7)

8)

9)

The Company shdl ddiver natura gasto the Consumerswithin the Municipa Areain accordance
with the Company’s Terms and Conditions, the Company’s Didribution Tariff, the Act, any
regulations thereto, and any Board Orders.

The Company shdl ingall al naturd gas facilities required to provide service to the Consumers
within the Municipa Areaand in accordance with the Natural Gas Sales Service Regulations.

Asrequired by legidation, the Company shdl provide and ingdl al necessary regulatorsand meters
necessary for measuring the natura gas supplied to each Consumer. The point of ddlivery shdl be
upon the Consumer’s premise, currently at the outlet Side of the meter.

The Company agreesto collaborate with the Municipdity’ sFire Department in an effort to mutualy
develop emergency response procedures relating to natural gas emergencies.

The Company shdl do dl thingsto Operate and Maintain the Gas Didribution System, indludingin
accordance with dl applicable regulations, codes, applicable standards and common industry
practices.

The Company shall provide twenty-four hour aday “Trouble Service’ toinvestigate any natura gas
odor and make safe any suspected gas leak ingde or outside the Consumer’s premise.

The Company will utilizethe servicesof professond engineerswho areresponsblefor desgning dl
naturd gasfacilitiesto satisfy al gpplicableregulatory codesand sandards; preparing of necessary
work order plans and monitoring the distribution network pressuresto ensure that the Company’s
facilities will satisfy the Consumer’s current and future natural gas delivery requirements.

The Company shdl provide to the Municipdity, on request, copiesof any and dl Gas Didtribution
Servicerdated written informetion or reportsrequired to befiled with the Board, with the exception
of responses to questions from interveners or the Board related to rate hearings.

The Company shdl provide to the Municipdity, upon request, an annua report on the following
standards specific to the Municipdity:

i) System Reliability - that will be measured by:
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The number of mgor interruptions to Gas Didribution Service resulting in aloss of
service to Consumers,

The number of Consumers affected by each outage; and

The average duration of each outage.

Customer Satisfaction with local GasDistribution Service - that will be measured by
the number and nature of unresolved loca nontrates related customer complaintsreceived

by the Company.

including the Company-wide Call Centretargets and statistics (wait times, abandoned
cdls, cdl volumes, etc); and any
customer complaints received by the Board.

Public Safety: that will be measured by:

the number of customer injuries and/or damages due to Gas Didribution System
falure

the number of line hits per totd locates completed;

the number of line hits as aresult of inaccurate locates,

the percentage of the area of the Municipaity surveyed for leaks and yearly cathodic
protection measures,

the number and nature of calsreceived from the Municipdity and any of itsMunicipd
agencies (including fire department, police department etc.) regarding the Gas
Didribution System.

10)  The Company shdl meet a least annudly with the Municipdity ensuring that through a mutua
exchange of information the Municipdity is kept apprised of the Company’s condruction and
upgrading programs planned for the Municipdity. TheMunicipdity will advisethe Company of any
issues relating to the Gas Didtribution System that have been addressed by Municipa council.
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2)

3)

4)

5)

6)

SCHEDULE “B”
Extra Services

After the Municipality requests Extra Services, the Company will provideits applicable operations
and maintenance standards for Gas Digtribution System field services.

If the Company and the Municipdity agreethat the Company will provide Extra Servicesrequested
by the Municipdity, the parties shal complete the information required in subparagraph 3), and
subparagraph 4) shal apply in respect of such Extra Services.

Extra Sarvices shdl mean:

[ To be negotiated by municipality.]

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

Within sixty (60) days of the end of each cdendar year, the Company shdl provide awritten report
to the Municipdity, outlining the actual performance of the Extra Services provided and therelated
codts for each service for the Municipdity to assess if the performance standards for the Extra
Services have been met.

In the event the Company breaches any materid provison of the Extra Services contract, the
Municipdity may, a its option, provide written notice to the Company to remedy such breach. If
the said breach is not remedied within two (2) weeks after receipt of the written notice or such
further time as may be reasonably required by the Company using itsbest effortson acommercidly
reasonable basisto remedy the breach, the Municipdity may givesix (6) months noticein writing of
the termination of the Extra Services contract to the Company, and unless such breach isremedied
to the satisfaction of the Municipdity acting reasonably, the Extra Services contract shal terminate.
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