
 
 
P.O. Box 1749 
Halifax, Nova Scotia 
B3J 3A5 Canada                                                                 

Item No. 12.2.1 
Audit & Finance Standing Committee 

 March 11, 2020 
  

 
TO:   Chair and Members of Audit & Finance Standing Committee 
 
    - Original Signed - 
SUBMITTED BY:   

Jane Fraser, Director, Finance, Asset Management & ICT/CFO 
 

    - Original Signed -    
 

Jacques Dubé, Chief Administrative Officer 
 
DATE:   February 25, 2020 
 
SUBJECT: Agreement between HRM & HRWC re: HRWC’s payment of (i) grants in lieu of 

certain taxes, and (ii) dividends from the surplus of HRWC’s undertakings HRM 

 
ORIGIN 
 
The existing five-year Agreement between the HRM and the Halifax Regional Water Commission (HRWC) 
expires on March 31, 2020. 
 
LEGISLATIVE AUTHORITY 
 
Section 92 of the Halifax Regional Muncipality Charter: 

Taxation of property and assets of Regional Water Commission 

92 (1) For greater certainty, the Council may levy commercial and business occupancy taxes 
against the property and assets of the Halifax Regional Water Commission situated within the 
geographical boundaries of the Municipality. 

(2) Notwithstanding subsection (1) and the Assessment Act, the Municipality may enter into 
agreements with the Halifax Regional Water Commission providing for the payment of grants in 
lieu of commercial and business occupancy rates and taxes against the property and assets of the 
Halifax Regional Water Commission within the geographical boundaries of the Municipality in such 
amounts annually as shall be agreed upon between the Council and the Halifax Regional Water 
Commission.  2008, c. 39, s. 92. 

 
Section 20 of the Halifax Regional Water Commission Act: 

 Annual report and payment from surplus 

20 (3) The amount or amounts to be paid by the Commission from the surplus of the Commission’s 
undertaking or undertakings to the Regional Municipality for the general purposes of the Regional 
Municipality shall be such amount or amounts as are agreed upon by the Commission and the 
Council, and may be based on an amount denominated as a percentage of the Commission’s rate 
base allocated to one or more of water, wastewater and stormwater systems or by reference to any 
other formula agreed to by the Commission and the Council. 

RECOMMENDATION ON PAGE 2 
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(4) The amount or amounts in an agreement made pursuant to subsection (3) must be paid as 

(a) a grant in lieu of taxes on taxable assets pursuant to Section 92 of the Charter 
regardless of whether the amount is calculated by reference to a formula that includes non-
taxable assets; or 

(b) a dividend. 

(5) Any amount payable pursuant to subsection (3) is subject to review and approval by the Board. 
2007, c. 55, s. 20; 2012, c. 60, s. 8. 

 
RECOMMENDATION 
 
It is recommended that the Audit & Finance Standing Committee recommend to Regional Council, for its 
approval: 
 

1) the proposed three-year Agreement between HRM and HRWC, shown in draft at Attachment 1 of 
this report and as may be further negotiated to the reasonable satisfaction of the CAO, subject to 
the review and approval of certain amounts payable thereunder by the Nova Scotia Utility and 
Review Board (“NSUARB”); 

2) that at least one-year prior to the renewal of the three-year Agreement HRM staff, in collaboration 
with HRWC staff, commence with the development of a long-term policy framework and formula to 
calculate payments of dividends and grants in lieu of taxes beyond the fiscal year 2022/2023. 
 

BACKGROUND 
 
Prior to April 1, 2007, HRM received an annual dividend payment from the HRWC based on HRWC 
revenues from the prior year.  In May 2006, the NSUARB approved that the dividend formula reflect the 
Commission’s asset base and directed that the agreement be reviewed.  The result of the review was a 
formula based on the HRWC “rate base” for water infrastructure.  A three-year agreement was approved 
by the NSUARB in 2007.  Since then, the Dividend Agreement has been renewed twice, each for a five-
year period, April 1, 2010 to March 31, 2015 and April 1, 2015 to March 31, 2020.  To date, HRM has 
received a dividend for the water assets but not the wastewater or stormwater assets. 
 
The current dividend formula, in place for the past 13 years, is based on a dividend rate times the asset 
base.  The rate of $1.56 per $100 of value is specific to this agreement, i.e. the formula does not use the 
annual property tax rates approved by Regional Council.  And the asset base is not determined by the 
Property Valuation Services Corporation, but reflects the “rate base” in the prior-year financial statements 
of the HRWC, as reviewed annually by the NSUARB.  The current “rate base” used in the dividend formula 
reflects only water infrastructure assets and not the wastewater or stormwater assets of the HRWC. 
 
Currently HRWC has a rate application before the NSUARB for Water and Wastewater.  (A Stormwater 
Rate application is expected to also be filed in the Fall of 2020).  In support of their application, the HRWC 
has filed a five year business plan with the NSUARB.  The rate application is subject to approval by the 
NSUARB and dividends would be paid in a manner consistent with the NSUARB decision. 
 
DISCUSSION 
 
The Halifax Regional Water Commission has proposed a new five-year dividend agreement.  The dividend 
proposal is briefly described by HRWC staff in their 2020 Water and Wastewater Rate Application report to 
the HRWC Board on January 30, 2020 (Item 4.4): 
 

Halifax Water’s current proposal is to continue to pay a dividend on water assets at a rate of 1.56% 
($1.56/$100) and to add additional dividends of 0.25% ($0.25/$100) on Wastewater assets and a 
further 0.25% ($0.25/$100) on Stormwater assets.  To reduce the increase in the dividend/grant in 
lieu as a result of the investment in infrastructure, and smooth the impact on future rate, Halifax 
Water has proposed a cap to the annual increase dividend of 1%. 
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There are two distinct differences – between the new HRWC proposal and the agreement expiring March 
31, 2020 – both of which are subject to NSUARB approval: 
 

- HRWC is recommending that due to the improved state of their wastewater and stormwater assets, 
they be included, partially, in the dividend formula rate base as part of their new water and 
wastewater rate application.  This is expected to become effective on or after September 1, 2020, 
following approval by the NSUARB of the HW rate application. 

- HRWC is recommending that the existing 1.56% water dividend rate be capped at 1% growth 
starting in 2021/22.  This effectively lowers the dividend rate in 2021/22 to 1.48%.  Over a potential 
five year term the dividend rate would effectively decline from 1.56% to 1.16%.  The purpose of the 
rate cap is to avoid “rate shock” due to an increase in the assets of the HRWC. 

 
The dividend from HRWC water service originated shortly after amalgamation in 1997.  At the time, the 
dividend was described as representing “a combination of the following: a grant in lieu of taxes to HRM, a 
payment to HRM for services rendered, and a return on equity for the Commission’s shareholder, HRM” 
with the notation that “only the latter payment could be said to represent a true dividend.“ 
 
In reviewing the HRWC proposal, it has become clear that the purpose of the dividend and the setting of 
the annual dividend amount has not been established in HRM or HRWC policy, but has carried forward 
from payments agreed to in prior years, with only the one policy change, prompted by the NSUARB in 2007.  
HRM staff feel there is a strong need for a clear policy framework and a supporting rationale for the dividend 
rate.  The introduction of a 1% cap rate to the Water Dividend only increases the need for this framework.  
As such, HRM staff are recommending that the agreement be only three years in length.  The framework 
is a significant piece of work The policy framework would include a description of the purpose of the 
Dividend and the principals that should guide and support the annual Dividend amount.  It is important that 
HRM be clear and transparent as to the purpose of the dividend, regardless of whether that policy leads to 
increased or decreased revenues.  It is expected that this policy work will reqire approximately one year for 
the appropriate research and discussions, so preparations for the renewal of the Agreement should begin 
no later than April 1, 2022.  The three-year period will provide the certainty required by the HRWC for their 
upcoming rate hearing and ample time for policy development. 
 
FINANCIAL IMPLICATIONS 
 
In the February 13, 2020 HRWC water and wastewater rate application to the NSUARB, their Proposed 5-
Year Business Plan includes the following dividend costs in their Summary of Estimated Revenues and 
Expenses: 
 

Fiscal Year        2020/21    2021/22    2022/23 
Estimated Dividend   $6,113,000  $6,638,000  $6,705,000 

 
The actual dividend payments will depend upon the final “rate base” in HRWC’s 2019/20 and 2020/21 
financial statements and, importantly, approval of the proposed dividend formula by the NSUARB.  The HW 
rate application is for two years. 
 
In its 2020/21 Budget, HRM has budgeted for dividend revenues of $5,321,900. 
 
RISK CONSIDERATION 
 
The dividend rate is subject to public hearings.  The NSUARB could reject all or part of the proposal and 
could approve a different or amended formula for the HRWC dividend payment.  This could result in lower 
HRM revenues.   
 
COMMUNITY ENGAGEMENT 
 
HRM Council, the HRWC Board and the NSUARB rate hearing agendas and decisions are available to the 
public, as are the meetings themselves.  No additional community consulation is planned. 
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ENVIRONMENTAL IMPLICATIONS 
 
None. 
 

ALTERNATIVES 
 
The Audit and Finance Standing Committee may direct staff or recommend to Regional Council to consider 
changes to the proposed Dividend Agreement. 
 
ATTACHMENTS 
 
1. Proposed Dividend Agreement between the HRM and the HRWC, April 1, 2020 to March 31, 2023 
2. Approved Dividend Agreement between the HRM and the HRWC, April 1, 2015 to March 31, 2020 
 
 

A copy of this report can be obtained online at http://www.halifax.ca/boardscom/SCfinance/index.php then choose the 
appropriate meeting date, or by contacting the Office of the Municipal Clerk at 902.490.4210, or Fax 902.490.4208. 
 
Report Prepared by: Andre MacNeil, Senior Financial Consultant, Finance, Asset Management and ICT, 

902.490.5529 

 



BETWEEN: 

THIS AGREEMENT made as of the Effective Date. 

HALIFAX REGIONAL MUNICIPALITY, a body corporate (HRM) 

OF THE FIRST PART 

- and -

HALIFAX REGIONAL WATER COMMISSION, a body corporate (Halifax 
Water) 

OF THE SECOND PART 

WHEREAS HRM and Halifax Water entered into an agreement dated the 29th day of August 2001, as 
amended by an agreement dated the 15th day of May 2007, on the subject of dividends and grants in 
lieu of taxes payable by HRWC to HRM.  The parties entered into a new five agreement on the 10th day 
of December 2009.  On the 23rd day of January 2015 the parties entered into the most recent agreement, 
which will expire on March 31, 2020.  Copies of these agreements and any amendments thereto are 
attached as Schedule "A"; 

AND WHEREAS the parties wish to enter into a new agreement (this “Agreement”) with respect to 
(i) the payment of grants in lieu of commercial and business occupancy

rates and taxes against the property and assets of the Halifax Regional
Water Commission within the geographical boundaries of the
Municipality (per section 92(2) of the HRM Charter), and

(ii) the payment of dividends from the surplus of Halifax Water’s
undertaking to HRM for the general purposes of the Municipality (per
section 20(4)(b) of the HRWC Act).

NOW THEREFORE WITNESSETH in consideration of One Dollar ($1.00) and for other good and 

valuable consideration as hereinafter set forth the parties do agree as follows: 

1. This Agreement will be in effect from the Effective Date to the end of fiscal year 2022/23.

A fiscal year runs from April 1 of a year to March 31 of the following year.

2. For each of the fiscal years 2020/21 to 2022/23, Halifax Water shall pay to HRM as a grant
made in lieu of commercial tax rates and taxes against Halifax Water property and assets
within the geographic boundaries of HRM, an amount equal to 1.56% of Halifax Water rate
base allocated to the water system at March 31 of the previous fiscal year.

3. For each of the fiscal years 2020/21 to 2022/23, Halifax Water shall pay to HRM as a dividend
from the surplus of Halifax Water’s undertakings to HRM an amount equal to 0.25% of Halifax
Water rate base allocated to the wastewater system at March 31 of the previous fiscal year, with
this amount being subject to the review and approval of the Nova Scotia Utility and Review

(6979563) 
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Board (“NSUARB”).  HRWC will use good faith efforts to disclosure all necessary evidence and 
present cogent submissions to the NSUARB to obtain approval for the payment of this dividend. 
 

4. For each of the fiscal years 2020/21 to 2022/23, Halifax Water shall pay to HRM as a dividend 
from the surplus of Halifax Water’s undertakings to HRM an amount equal to 0.25% of Halifax 
Water rate base allocated to the stormwater system at March 31 of the previous fiscal year, with 
this amount being subject to the review and approval of the NSUARB.  HRWC will use good 
faith efforts to disclosure all necessary evidence and present cogent submissions to the 
NSUARB to obtain approval for the payment of this dividend. 

5. For 2020/21, the dividends payable pursuant to paragraph 3 and 4 will commence on the same 
date as new wastewater and stormwater rates approved by the NSUARB.  

6. Increase in the grant(s) and dividends payable in 2022/23 will be capped at 1% more than the 
grant(s) and dividends payable in the preceding fiscal year. 

7. Increase in the grant(s) and dividends payable in 2021/22 will be capped at 1% more than the 
grant(s) and dividends amounts for 2020/21 that would have been payable pursuant to 
paragraph 5, if the new wastewater and stormwater rates had commenced on April 1, 2020. 

8. HRM covenants and agrees, as and when appropriate, to nominate Halifax Water projects for 
(i) funding programs sponsored by the federal and/or the provincial government that are tailored 
to water, wastewater and stormwater assets; and, (ii) other funding programs sponsored by the 
federal and/or provincial government in recognition of the existing infrastructure deficit faced by 
both HRM and Halifax Water, as part of HRM's infrastructure list. 

 
9. This Agreement will expire on March 31, 2023.  HRM and Halifax Water will use good faith 

efforts to commence negotiations for a new agreement on or before March 30, 2022, with 
such agreement to include a formula to set and, as necessary, revise payments of 
dividends and grants in lieu of taxes beyond the fiscal year 2022/2023. 
 

This Agreement is effective on the date it is executed by the last signatory to affix their signature 
hereto (the “Effective Date”). 
 
 

SIGNATURE PAGE TO FOLLOW 
  

 



SIGNED, SEALED and DELIVERED 

HALIFAX REGIONAL MUNICIPALITY 

 
         
Witness      for Halifax Regional Municipality 
name:       name: 
       title: 
       date: 
 
         
Witness      for Halifax Regional Municipality 
name:       name: 
       title: 
       date: 

 
HALIFAX REGIONAL WATER COMMISSION 

 
         
Witness      for Halifax Regional Water Commission 
name:       name: 
       title: 
       date: 

 
         
Witness      for Halifax Regional Water Commission 
name:       name: 
       title: 
       date: 

 

 

 



Approved as to Fom
and Authodty

ThIS AGREEMENT made this 2day of 2014a
BETWEEN’

HALIFkX REGIONAL MUNICIPALITY, a body corpote (HRM)

OF THE FIRST PART

- and -

FALIEAX REGIONAL WATER CDMwlSSIOJ, a Sody camo’ate (HRWC)

OF THE SECOND PART

WHERE’S HRM and HRWC did entr into an agreement ciba *Agreen,enr) dated the 29 day of
August 2001. as amended by an agreement dated the 1 5’ day of 2007, and as anendeb by an
agreement dated the 1O’ day of December, 2039 copies of which Agreement and which Agreement
as amended are attached hereto as Schedule ‘A’;

AND WHEREAS the Agreement as amended will expire on March 31, 2015;

AND WHEREAS the panics wish to enter nb a new Agreement

NOW THEREFORE WITNESSETH in cons derahon of One Dollar (5100) for other good and
va’uable consideration as hereinaHer set forth the panes do agree as faiDwa’

1. This Agreement shal be in affect ron the fiscal years 2015(2015 to 20192020

2. For each of The rcai years 2015/16 to 2019(20, the HRWC shall pay to HRM as a granl, by
way of dividend, made in lieu of commercial tax rates and Laes against its property and
assets within the geograph’c boundaries of HRM, an amount equ& to 1 56% of the HRWC
rate base a Ioated to the water system at March31 of the previcus fi5caI year.

3. For the fiscal years 201512016 to 201912020. HRWC shell not be obligated to pay
to HRM as a grant, by way of dividend, any monies respectina its wastewater and
stormwater system, as the Nova Swüa UWity and Review Board (NSUAP.B) has previously
re1ected a proposed wastewaLeristocmwaler dividend. HRWC and HRM shall revisit this
‘ssue in furure when wastewater and slormwater infrasthjchire and financial conditions have
improved.

ATTACHMENT 2



4. HRM coveriat and ag-ecs to use its best effo to nomir,ate HWC proje for fund ogpre;rarns sponscre by the lederal and!or the provincial government that are lailorea to water,
wastewater and slorm’nater assets. Additionally, FiRM covenants to nominate HRWC
wastewater and stormwater pmjec for other fundina programs sponsored by the federal
and/or pro..’ ca government In recognihDn of the existing bfrast’vcbre deficit faced by both
FiRM and HRWC, as prt of Ht.cs ir.irastrdura 1st

5. This Agreement wl expire March 31, 2020, and a new agreement shall be negoU3ted at eastnbety (90) days pdor to the Mamh 31st 2020 fiscal year end of the HRM.

DATED 21 Haiiax, Prcvnce of Nova Scotia th.s

SIGNED. SEALED end DELIVERED

13 day of

HALIFAX REGiONAL MUNICIPALITY

MAYOR

Cleric

—I
WtnasS

WUtss



SCKEDULE “A”

THIS AGREEMENT made this (0 day of Oeccnb cr. 2009,

BETWEEN:

HALIFAX REGiONAL MUNICIPALITY, a body corporate (HRM)

OF ThE FIRST PART

-and-

HALIFAX REGIONAL WATER COMM!SSICN a body corporate (HlWC)

OF THE SECOND PART

WHEREAS FIRM and HRWC did enter int3 an agreement (the AgreementTM) dated the 29 day
o August, 2001, as amended by an agreement dated the 15’ day of May, 2007, caples of
wiich Agreement and whi:h Agreement as amended am attached hereto as Schedule “A’;

P330 WHEREAS the Agreement as amended wiN expIre on March 31 2010;

AND WHEREAS the parties wish to enter into a new Agreement

NOW ThEREFORE WIThESSETH in consideration of One DDflar ($1.00) for other good and
valuable consideration as hereinafter set forth the parties do agree as follows:

1. This Agreement shalt be in effect for the ñscet years 20101201 ito 201412015.

2. For each of the fiscal years 201012011 and 201112012 the HRWC shall pay to The RPM
a dMdend in an amount squaT to 1.55% of the RRWC rate base alloted to the water
system at March 31 of the previous year.

3. For each of the fisl years, 2012/2013 to 201412015 the HRWC shalt pay to the FIRM a
dividend in an amount equal to the sum of:

(a) 1 J6% of the HRWC rate base allocated to the water system at March 31 of the
previOus year and

(b) 0.5% of the HRWC rate base allocated to the wastewater and storrpwater
systems as at March31 of the previous year.

4. The dividends payable pursuant to paragraphs 2 and 3(a) of this agreement are grants
made In fleu of commercial and business occupancy rates and taxes against HRWC’s
property end asseis relaUng to the waler system within the geographic boundaries of the
HRM.

5 HRM covenants and agrees to use its best efforts to nominate HRWC prtjects for
funding programs sponsored by the federal and/or the provincial government that are
tailored to waler, wastewater and stormwater asseta. MdiUonalty, HRM covenants ID
nominate HRWC wastewater and stormwater projects far other funding prvgmms
sponsored by the federal and/or provincIal government in recognition of the existing
wastewater and utormwater Infrastructure delicti.

6. This Agreement will expIre March 31. 2015, and a new agreement shalt be negotiated at
least nInety (90) days prior to the fiscal year of the HRM.

(5579 563
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DAThD al Halifax, Province of Nova Scotia, (hIs day or • 2009.

SIGNED! SEALED and DELIVERED )

in the presence of ) HALIFØEG1csJAI k6nrJd ir/
nRrnaI zined

Per._

____________

Ongin:I Swd
-,

Par_________________________________

HALIFAX REGIQ4’WATER
CQMMISSIOJV, ,

) Original S.ncd

Perj

ADD
Oriina1 Sianed

drI a,nr4ri dMd’nd ,Qcflnsr( -



SCHEDULE ‘A”

THIS AGREEMENT made this /5 day 2007

BETWEEN:

APPROVED A TO FORM

Municipi

HALIFAX
(HRWC)

OF THE SECOND PART

WHEREAS fiRM and HRWC did enter into an agreement (the Agreement)
dated the 29th day of August, 2001 a copy of which is attached hereto as Schedule “A”;

AND WHEREAS HRM and HRWC have agreed that the Agreement which
expires on March 31, 2007 should be amended and to provide for a different manner of
calculating the annual grants payable there under by HRWC to HRM.

NOW THEREFORE WITNESS in consideration of One Dollar ($1.00) paid by
each party to the other, the receipt whereof is hereby acknowledged and for other good and
valid consideration the parties agree as follows:

I. The provisions of the Agreement are rescinded;

2. Commencing with the fiscal year 2007/2008 and continuing through to the year
200912010, the HRWC shall pay to the HRM as a grant, by way of dividend, made in lieu
of commercial and business occupancy rates and taxes against its property and assets
within the geographic boundaries of the HRM, an amount equal to 1.56 percent of the
HRWC rate base allocated to the water system at March 31 of the previous year.

3. This Agreement will expire March 31, 2010 and a new agreement shall be negotiated at
least 90 days prior to the fiscal year of the HRM.

HALIFAX REGIONAL MUNICIPALITY, a body corporate, (RPM)

OF THE FIRS PART

___

- AND-

REGIONAL WATER COMMISSION, a body corporate



Halifax, Halifax Regional MunicipaIity Province of Nova Scotia, this
2007.

in the presence of.: W*RPG1flNAT. MTJNICPALITY

Peter J. Ke;iy

--—....JdItttLJIft
I

HALIFAX REGIONAL WATER
rnMMTRrng

DATED at
day of MA9 15
SIGNED, SEALED and DELIVERED

Wtness

Per:

Per: Donald Mason, Eng MCII’
Chaflhe Board

fltar1 D. Y4M.A.SC, REng
General bnager



DATED: 15 M4A,J ,2007

BETWEEN:

HALIFAX REGIONAL MUNICIPALITY.
hereinafter called “FIRM”

OF THE FIRST PART

- and -

HALIFAX REGIONAL WATER COMMISSION,
hereinafter called “l-m.WC”

OF THE SECOND PART

AGREEMENT

RETURN TO:

Paul M. Murphy, Q.C.

McINNES COOPER
P0 Box 730

5151 George Street, Suite 1600
HALIFAX NS 331 2V1

FlieNo:



Schedule A

Grant in Lieu of Commercial and Business Occupancy Rates and Taxes

UUS AGREEff made s dayOf0d /

BETWEEN:

I HALIFAX REGIONAL MUNICWALHT, a body corporate(”EIIUvP)APPOVED
AS 1V)

OF THE FIRST PAfl
j1unidP1 g’;.;-

- and -

HALIFAX REGIONAL WATER COMMISSION, a body corporate (“HRWC”)

OF THE SECOND PART

WHEREAS the Halifax Regional Council did, on October 21, 1997, approve the followingI resolution:

I
“MOVED by CouncillorHethedngton, seconded byDeputyMayor Greenoughthat Council:

1. formally endorse the arrangement concluded between the Halifax Regional

I
Water Commission and the Halifax R.egional Municipality, namely, that

(a) a total of$2.5 million will be paid annualLy by the Commission

I to the Municipality for a five-year period, commencing in 1997/98 andconcluding with the fiscal year 200 1/2002;

I (b) in the interim, this arrangement will be reviewed by BRM anda reconunendation formulated on the feasibility of its continuance after theinitial five-year temi has expired;

1 2. direct staffto arrange for the introduction before the Nova Scotia Legislatureof the proposed amendments to the HaIcrc Regional Municipality Act, aLtached to.4 the staff report as Appehdix “A’. which Will give the Municipality thejurisdiction toenter into the foregoing arrangement.”

AND WHEREAS IW.M acquired the jurisdiction under Section 532 of the A6unicipalGovernment Act, S.N.S. 1993, C. 18 (the “Act”), to enter into agreements with HRWC “providingfor the payment of grants in lieu of commercial and business occupancy rates and taxes against theproperty and assets of the Ha1i1x Regional Water Commission within the georaplüca1 boundaries

F$iwwcgranaitpd
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of the Halifax Regional Municipality in such amounts annually as shall be agreed upon between thecouncil and the Halifax Regional Water Commission.”;

A1D WBEREAS the fIRM and the HRWC wish to determine an amended formula for thecalculation of future payments beyond the fiscal year 2001/2002, in order to provide a degree of.stability to the HRWC in calculating its tong-range financial needs and obligations;

4&j4D

WBERE.45 the fIRM and the BRWC have agreed that, in all of the circumstances,a ley of an annual grant equal to ten percent (10%) of the operating revenue of the NRWC, aspublished in its annual audited statement, would provide a fair and reasonable rate of return to theHEM for the years 2003/2004, and following,

NOW TEEBEFORE witness in consideration of One Dollar (S 1.00) paid by each party to

the
other, the receipt whereof is whereby acknowledged, and for other good and valuableconsideration, the parties agree as follows:

1. The IW.WC shall continue to pay to the HEM an annual payment of $2.5 million inaccordance with the tents of the resolution approved by the IflUvI on the Z1’ of October,1997, which payments shall continue to and including the fiscal year 200 1/2002.

2. The aforesaid payments are made as grants, by way of dividends, in lieu of commercial andbusiness occupancy rates and taxes against the property and assets of the HRWC within thegeographical boundaries of the fIRM, and are made in accordance’with the provisions ofSection 532(2) of the Act

3. For the fiscal year 2002/2003, the HRWC shall pay to the fIRM as a grant, by way ofdividend, made in lieu of commercial and business occupancy rates and taxes against itsproperty and assets within the geographic boundaries of the fIRM, the sum of $2,750,000.

4. Commencing with the fiscal year 2003\2004, the HRWC shall pay to the fIRM as a grant, byway ofdMdend, made in lieu of commercial and business occupancy rates and taxes againstits property and assets within the geographic boundaries ofthe HR1vI an amount equal to tenpercent (10%) of its operating revenue as published in its annual audited statement for theprevious fiscal year

5. This agreement will expire March31, 2007 and shall continue year to year therefrom until

one
party gives notice of permanent termination , such notice to be given at least 90 daysprior to the fiscal year end of the Halifax Regional Municipality of March31.

6.
During the term of this agreement should the Halifax Regional Water Commission requestcapital or operating contributions from the Halifax Regional Municipality over and above thatas contained in the application for an order approving a schedule of rate changes, Septemberj 2001, this agreement may be terminated upon 30 days notice by either party.

I
F:Uirwc_agrccmcrns.pd



I N WiTNESS WHEREOF the parties hereto have executed these presents as ofthe day and

I
I

year first above written.

SIGNED, SEALED and DELWERED

F:\hrwc_agrecnlaawpd

)
)
)
)
)
)
)
)
)
)
)
)
)

-3-

in the presence of:

)
)
) HALIFAX REGIONAL MUMCWALITY

I

J—.I
I
I
I
I
I
I
I
I


