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WATER TO BEACH,
AN IMPORTANT MII.ESTONE

Dale Frink, State Engineer, ND State Water Commission

The Southwest Pipeline Project (SWPP) accomplished a long-term objective in October, 2004,
with the connection of the city of Beach. All of the original cities that signed up for water and
remained with the project have now been served. While much construction remains, this is a major
milestone for the project and bares particular significance to me personally. When I first began my
career at the State Water Commission in 1971, I worked on the West River Diversion study, the
precursor to the Southwest Pipeline Project. In 1985 I became the project manager of the SWPP, a
position I held until 1989. Construction on the project began during my tenure and I had the pleasure
of working with many of the cities on their water service contracts. It is, therefore, particularly grati-
tying to have been the State Engineer at the time this milestone was reached.

Completing the rural water distribution system in the Medora, Beach Service Area and the un-
served areas of Morton County are the next objectives for the SWPP. After that, it will be on to the
Oliver, Mercer, North Dunn Service Area, the last remaining area of the project.

As always, future funding remains a challenge. Improved drinking water is just one of the many
funding priorities faced by the North Dakota Legislature and United States Congress. I believe pro-
grams, such as Municipal, Rural and Industrial (MR&I) and USDA-Rural Development, are in place to
meet a considerable portion of the needs. These programs need adequate funding. While the MR&I
program is authorized to provide over $200 million federal dollars to North Dakota, the annual ap-
propriations atre far below our needs. The state MR&I program was only appropriated $3 million for
fiscal year 2005 and the President’s budget only includes $4 million for fiscal year 2006. This is far less
than the statewide need. We must all work together to increase the annual appropriations.

The SWPP continues to be a great success story for North Dakota. Congratulations to all who
have contributed so much to this worthy cause. Although it has taken many years to get this far, we

need to keep our eye on the goal of completing the project.

DaALE FRINK, STATE ENGINEER
ND StATE WATER COMMISSION




QuALITY WATER,
AN INVESTMENT IN NORTH IDDAKOTA

Loren Myran, Chairperson, Southwest Water Authority

I believe that developing water infrastructure is an investment in North Dakota’s future. It
supports the dream of strong and vibrant rural communities and benefits people and business alike.
The Southwest Pipeline Project (SWPP) plays a vital role in making that dream become reality.

Over the past 20 years, SWPP has connected 26 communities and approximately 2,600 rural
customers to an adequate supply of quality water. Through that investment, we now see people and
businesses succeeding with quality water — businesses like Bully Pulpit Golf Course, Theodore Roosevelt
Medora Foundation and in the near future, Red Trail Energy, LLC.

That investment allows families to drink quality water from their faucets and bathe their babies in
clear water. It provides ranchers an opportunity to improve grazing rotations in pastures weathered by
years of drought. Where else do you get a better return on your investment? ;

The pipeline’s most significant success in 2004 was delivering water to the communities of Beach
and Sentinel Butte. The arrival was timely as Beach faced deteriorating wells with marginal water
quality.

As in the past, our most significant hurdle is securing adequate funding by state and federal
entities. Their continued investment is necessary to construct SWPP’s remaining service areas — Medora,
Beach, Motton Service Atrea Phase 11 and the Oliver, Metcer, North Dunn Setvice Area.

We know that pursuing the investment of developing water infrastructure will be a challenge.
Nonetheless, our vision of people and business succeeding with quality water fuels a relentless
determination to complete this project.

On behalf of the Southwest Water Authority Board of Directors, management and staff, I invite
you to join us in this quest. Contact your state and federal legislators. Ask them to invest in North
Dakota’s future, our future — by providing adequate funding for water infrastructure and
development.

LorEN MYRAN, CHAIRMAN
SouTHWEST WATER AUTHORITY
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2004 CONSTRUCTION SUMMARY

Jim Lennington, Project Manager, Southwest Pipeline Project

The past construction season completed the first phase of the Medora, Beach, Morton Service
Area. With completion of the transmission pipeline, tanks and booster pump stations, the project is
poised to construct the rural water distribution system in western Stark, Billings and Golden Valley
Counties and the unserved parts of Morton County.

In all, approximately $4.98 million was spent on construction of the Southwest Pipeline Project
(SWPP) in 2004. The last 25 miles of the 46.4 miles of 12 inch through six inch pipe on the main
transmission pipeline between Belfield and Beach was completed. The Belfield, Fryburg and Beach
tanks were also completed. These tanks have capacities of 750,000, 480,000 and 420,000 gallons
respectively. To put the size of these tanks in perspective, the city of Beach, with a population of
1,116 people (based on the 2000 census), would use approximately 112,000 gallons per day, on aver-
age.

Prior experience with rural water users signing up during construction recurred during
construction of the first phase of the Fryburg Service Area rural water distribution system. We started
the contract with 21 miles of distribution pipelines and 23 users. We finished with 46 miles of pipe
and 70 users. People tend to be more interested in rural water when they see construction occurring in
their area. Those who may have been skeptical about the value of rural water have second thoughts
and decide that it makes good economic sense. The increased number of users dramatically improved
the feasibility of the rural water distribution system in the area. Luckily for these users, we had enough
funding available to accommodate them all.

This phenomenon or aspect of human nature, while exciting, complicates the planning process.
We do not know ahead of time who the additional users might be and where they are located. By
signing up before design, customers pay less in sign up fees and we have a more efficient process of
plotting water distribution pipelines and determining water needs.

While we were able to serve the additional customers of the Fryburg Service Area, this
phenomenon can also work against people. For example, if enough people decline to participate, an
area may not meet feasibility criteria developed by the ND State Water Commission and the
Southwest Water Authority. This may result in an area being removed entirely from construction
plans.

I expect the phenomenon to be repeated in the future and continue to add complexity to the

already challenging process of developing a regional water supply system.

Jim LENNINGTON, PROJECT MANAGER
ND StATE WATER COMMISSION




MiLESTONE CROSSED, PROJECT
DEVELOPMENT CONTINUES

Ray Christensen, Manager/CEO, Southwest Water Authority

On behalf of the Southwest Water Authority (SWA) Board of Directors, management and staff,
thank you customers for another very successful year. Drought conditions continued to persist in
southwest North Dakota, increasing the demand for a dependable supply of quality water. This was
evidenced by the number of stock producers who signed up for water as subsequent usets.

This has been quite a momentous year — one of significant milestones for the Southwest Pipeline
Project (SWPP) and other area rural water systems. In the fall, SWPP reached its western most
community, Beach. Now complete, Phase I of the Medora, Beach, Morton Service Area serves
Sentinel Butte, Medora, Beach and 70 rural customers. A celebration was held in Beach,
October 8, 2004, to celebrate this historic event. After struggling many years with funding issues,
Perkins County Rural Water System (PCRWS) began the first phase of their project. They provided
service to several rural users late in 2004 and celebrated this accomplishment in Lodgepole, South
Dakota. We congratulate PCRWS on their perseverance in bringing quality water to those who have
also waited a long time. It is very rewarding to attend these celebrations. They provide an opportunity
to reflect on and admire the accomplishment of those who have worked hard to make rural water a
reality. These celebrations, and those customers patiently awaiting service, fuel our determination to
complete the SWPP.

In our 20th year of construction, we will focus on Phase 11 of the Medora, Beach, Morton Service
Area, including 430 rural customers, the community of Golva and remaining pockets in eastern Morton
County. As always, funding will be the key issue in determining the SWPPs ability to advance. Thus, we
have joined the North Dakota Water Coalition and other statewide water interests in developing a
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request that adequately funds the state’s “critical water needs”.

SWA strongly supports this united approach. We are very determined and confident that, through
this unified effort and continued cooperation and support from Governor Hoeven, the Congres-
sional Delegation, the North Dakota Legislature, local, state and federal agencies, North Dakota
Water Coalition and the North Dakota Rural Water Systems Association, we can complete the SWPP.

Perhaps the biggest obstacle for statewide rural water systems is the critical need to increase

funding at the federal level, especially Municipal, Rural and Industrial funding. Rest assured, we will

persevere in securing the funding necessary to complete SWPP.

We are truly fortunate to employ people who are so dedicated to the success of the SWPP. Each
one is uniquely driven to provide quality service for our valued customers, whether through excellent
customer service, easement and sign up acquisition, system operations and
maintenance or maintaining a quality product. They fully understand the
huge responsibility we face in providing a quality, safe, dependable water
supply. I am also blessed with an excellent board of directors who are
committed to customer service excellence and dedicated to project
completion. Directors, management and staff alike look forward to
another successful year in 2005.

RAY CHRISTENSEN, MANAGER/CEO
SOUTHWEST WATER AUTHORITY
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INTRODUCTION

The Southwest Water Authority (SWA), a political subdivision, was established by the North
Dakota State Legislature in 1991 to manage, operate and maintain the Southwest Pipeline Project
(SWPP). The SWA is governed by a 14 member board of directors. One director represents each
county within the SWPP Service Area including Adams, Billings, Bowman, Dunn, Golden Valley,
Grant, Hettinger, Mercer, Morton, Oliver, Slope and Stark, and two directors represent the city of
Dickinson.

The SWPP, a state-owned project administered by the ND State Water Commission and operated
and maintained by SWA, transports raw water from Lake Sakakawea to Dickinson where it is treated
and delivered to customers in southwest North Dakota and Perkins County in South Dakota.

For 19 years, SWPP has been constructing an efficient network of pipelines, pump stations, reser-
voirs and treatment facilities to bring southwest North Dakota an adequate supply of quality water. To
date, 26 communities, approximately 2,600 rural service locations, eight contract customers, five raw
water customers and Perkins County Rural Water System ate served by the pipeline. SWA had a total
of 70 rural customers and two contracts, Home on the Range and West Medora Campground, turned
over for service in 2004. The cities of Beach, Sentinel Butte and Medora were also turned over for
service. Beach and Sentinel Butte received water in 2004 and Medora chose to receive water in 2005.

The SWPP pumped a total of 1,156,921,000 gallons of water from Lake Sakakawea in 2004, an
increase of 14,260,000 gallons over 2003. Potable water delivered in 2004 was 1,113,088,000 gallons.
Contract users consumed 965,676,700 gallons and 147,411,300 gallons were used by rural customers.
Total raw water delivered in 2004 was 2,130,150 gallons. Potable water used by contractors during
construction totaled 8,191,130 gallons. The water delivered to the end user was 97.1 percent of the
total water pumped from Lake Sakakawea by SWPP.

In 2004, a new satellite facility in Elgin was constructed to enhance the quality of service to
customers in that area. Also during the year, a pipe storage building was constructed near the
Operations and Maintenance Center in Dickinson.

For the third year in a row, SWA Directors voted to absorb the required Consumer Price Index
increase in capital repayment fees for both contract and rural customers. This action is consistent with
the board’s goal of stabilizing rates for customers. This goal is accomplished by increasing the number

of customers and increasing water sales. The action is also consistent with the board’s philosophy that
SWA is in business to manage, operate and maintain the pipeline while covering costs.

SWA held its Fifth Annual “Make A Splash” Water Festival in the fall, inviting fifth grade students
from the entire service area to attend. Everyone enjoyed hands-on activities while learning about
water and other natural resources. The festival, held September 23-24 at the Dickinson Recreation
Center, was truly an adventure in water education. A total of 900 students, teachers and chaperones
from 25 schools participated in a variety of presentations, as well. A family event was hosted with
nearly 1,000 participants attending. Guests enjoyed an evening of entertainment and education!
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Service 2004

TREATED WATER USERS GaLLoNS USED
ASSUMPTION ABBEY ...coveeveeveverenvenrenean 1,643,000
BAKER BOY ..ot 1,411,800
BEACH (v 6,942,700
BELFIELD ..covoovievievieveieceeeeeee 28,921,800
CARSON ..vivieviereereereereeresteeseesenseesensenens 9,695,800
DICKINSON ..voevievieeecvecveveveveeeenne 641,749,700
DickiNsON RESEARCH CENTER.............. 665,500
DODGE ...ooovievieeieeieiceeeeeeeeeceeeen 4,088,000
DUNN CENTER ...vooveveverevererevenrenen 2,456,400
ELGIN cvoviiiiiiiierevceerenveneenveneennens 19,922,300
GLADSTONE .veveeveeveereeresseeressensensensensens 5,707,100
GLEN ULLIN ..ovveveeveveeeieeeeeeevenens 23,339,800
GOLDEN VALLEY ..vovvevenveneeverererennens 5,090,100
HALLIDAY .o 6,666,500
HEBRON ...oovvevieviiiicviciececeeeeveeevene 22,381,200
HETTINGER ....oovvevievicveeiecieeieciecveeenene 59,414,200
KARSKY DAIRY ..voviveveveveverererennene 1,912,300
IMANNING ..vvevvevrerrereereereereereereereerensenees 1,321,200
MOTT ettt 23,174,300
MOTT GRAIN vttt 644,300
NEW ENGLAND ...coveevivvivereveieeennne 20,583,600
NEW HRADEC ...oveveveeevevererevenrenee 1,372,600
NEW LEIPZIG ...vooveevieveeriereereeeeereevenennnn 8,420,800

PERKINS CoUNTY RURAL WATER SYSTEM
............................................................. 4,958,900

PRAIRIE LEARNING CENTER ................ 1,423,000
REEDER ....ovievieviciiceicveeeceeeeeeeeeene 5,108,700
REGENT oo 6,829,600
RICHARDTON ...covevveeveeveecieiereeeeenne 16,917,200
SACRED HEART MONASTERY ........cuven.en.. 720,000
SCRANTON ...vvevverreriereeriereereereereereenenne 12,716,300
SENTINEL BUTTE ...covvevieviciicieveveene 1,559,100
SOUTH HEART «.cveveviveveeeeveene 10,877,100
STEFFES MANUFACTURING ...vovvevvereennens 3,180,800
TAYLOR ©oveevieveeviereereeveeteereeveereeveeseenennes 3,861,000
RURAL USAGE ...covevveviericriciecveveeennn 147,411,300
CONSTRUCTION ...ovevererereseresensensene 8,191,130
ToOTAL TREATED WATER .......... 1,121,279,130
Raw WATER USERS GaLLoNS USED
ASSUMPTION ABBEY ...veuvevieverevereerereereneens 80,300
JURGENS FARMS ...c.coovuiviieiiiiicriiiicicnnen 593,000
LORENZ FARMS ..vcovievieveereeeeerecreereereevevenne 51,750
TAYLOR NURSERY ...coveeveererererevennenea 1,044,100
SACRED HEART MONASTERY .......ccuvenen.. 361,000
TOTAL RAW WATER ..ccevvvunnenncananae 2,130,150
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INDEPENDENT AUDITOR’S REPORT

Note: This is not a complete set of financial statements. A
complete set is available at Southwest Water Authority’s office.

/

CERTIFED PLIBLN ACTOIINTARNTS
ANOCORNELILTANTS

INDEPENDENT AUDITOR'S REPORT

To the Board of Direciors
Sauthvas] Waler Authorily
Dickinson, Morh Dakota

We have audited the accompanying financial ststernants of the busness-bype aclivilies of Souilhvweas]
Water Aulbarity, as of and lof the year ended December 31, 2004, which colectively comprise tha
Southwest Water Authority's basic financial stalemants as lsted in the table of conlents. These financial
slatemants are the reaponaibility of Southeses! Water Aufhonty managemant, Owr responsibility is o
BApness an opinicn on thase firandal slalemenls basad on ow audil.

‘We conducled auw audit in accordance with audiing slandards genarally accaptad in the United Statas of
Amidica and Govermman! Auditing Slandess,” isswed by the Complroller General of the Unied States,
Those standands require thal we plan and parorm the awdits to obian reasonable assurance aboul
whethar ihe fnancial statements arg iree of maieral misstatamenl. An audit includes axamining, on a
tesd basis, evidenca supparting the ameunts and dsclosures in the financial staternants,  An awdil alsa
includes assassing the accouning principles wsed and signiicant estimates made by managemant, &s
wall a8 evaluating the owerall financial sislement prasentalion. We believe that our audil provides a
reasonable basis for cur cpindon

In aur aginion, the financial stalements melemed 10 above prasent faidy, in all malesial respacis, he
tnancial position of the business-type acihvities of Soulhveast Waser Aushority, &5 of Decembar 31, 3004,
and the respeciive changes in linancial posifion and cash llows lor e year then ended in condormity with
actounting principles generally aocepled in the Linited States of Amarica.

Az described in Nole 1 o the basic linancial siatements, he Authorily bas implemanted 8 naw linancial
reperting madel as required by the provisions of GASE Staternent Na. 34, Basic Financial Statemenls
and Management’s hscussion and Analysis-For State andg Loca! Govemmands, GASE Nao, 37, Basic
Financiad Statavment amnd Manageman's Decussian and Andiysie-For Stale and Local Govammenra:
Omnibus, and GASE Mo, 38 Cantain Financia! Stafament Note Disclosures as of January 1, 2004, This
reguhs in & change o the Aufonity's lormal and conbant of tha basic inancial stalemenis.

in accordance with Govermnmen! Auvdiing Srandards, we have also |ssued a report dated Fabruary 10,
2005 on our consideration of Southwes! Waber Authority's inlemal conirel over financial regoming and our
tests of ils compliange with cardain provisions of laws, regulations, confracts amd grant agresments and

oher matters. The purposa of that report ts to describe the scope of our besting of Intemal control over
linancial reporting and compliance ard the resulls of that testing, and nol %o provide an opinion on the
intamal conirel over financial reporfing or on compliance, Thal repon is an intagral pad of an auds
padommed in accordanca with Govemment Aditing Standantts and shauld ba read in conjunction with this
fapar in congidanng the results or our sudil.



INDEPENDENT AUDITOR’S REPORT

Note: This is not a complete set of financial statements. A
complete set is available at Southwest Water Authority’s office.

The Management's Descussion and Analysis on pages 3 through & are nol a required part of the basic
fnancial stalements bul is supplementary information required by the Govemmental Accaunting
Standards Board. We have applisd cortain limiled procedures, which consisted principally of inquinas of
mMENEgeman reganding the medhods of messuwemant and presentalion of the supplemantary inlormalion.
Hermaver, wa did nat audil the mermabion and express no opinicn on &,

Cur audit was conducted for the pupase of farming an opinion on e basic finanaial stalemants aken as
a whale, Tha linancal information lisled s supplemeantary information i ihe iable of corents s
presenied lor purposes ol addilional analysis and is nal a required part of the basic financial siatemants,
Tha supporing schadules have been subjactad to the audiing procedures applied In cur audils of the
baskz financial statemants and, i OUF opineon, Bre teirly Slated, in &l maleial respects, i relation 1o he
D linancal mmml:uhm 2 a whoda,

B Mk,
BRADY, & ASSOCIATES, P.C.

Fabruary 10, 2005
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INDEPENDENT AUDITOR’S REPORT

Note: This is not a complete set of financial statements. A

complete set is available at Southwest Water Authority’s office.

SOUTHWEST WATER AUTHORITY
MAMAGEMENT'S DISCUSSION AND ANALYSIS
DECEMBER 31, 2004

Az managemant of the Southwest Water Ashonty, we ofler readers of the Southwest Water futhority's
financial staterments this narrative overview and analysis of the financial activiies of the Southwest Wales
Aulhority for the fecal year ended December 31, 2004. We encourage readers %o consider the
nformation presanted hera in congunction with Autharity's financial statements and foainodes, which are

presanted within This report.

As this is the first year that the financial statements are presentad in this format, there will be no
comparative data with last year,

Financial Highlights

The assels of the Southwast Water Authority tolaled 59,365 629 as of the end of ihe yaar. The llabibbes
mgﬁiﬁ&&s. The nel assets cxcoaded is liabiliies at the closa of the most recent fiscal year by

Th-q majority of auseds ana in the fomm of cash and aash equivalents in the farm of shor-tarm CO's as wall
as nvasimanks hald at the Armacican Truss Center.

A hotal of §5,271,818 at coat i held in the Trust Depariment al the American Trust Center. The fair valus
af thasa invesimenis was 85,278,767, The lair value of the investments that i the Feplacement and
Extraordinary Maintenance Fund is $4,226, 489, The Replacement and Extraordinary Mainlenance Fund
was exlablished by the North Dakola Legislature whan the Southwest Pipetne Projct was authorized.
This fund was created 1o cover cosls of an exraordinary nature andior to replace parts of an aging
distribution syslam. A partion of the waber rate charged by Scuthwest Water Autharity is to financa this
fund. The current rate is $.35 per 1,000 gallons sald 1o all customers. n addition, §.10 per 1,000 gallons
=0id 1o rural customers i also oollected for the rural distribution system. The fees are deposited on &
rmanfhly basis inko this fund,

Tha amount in the Escrow Fund |s $499,280. Of this last amound, 3281 931 are the hookup lees paid by
Cusiomars & sign up fof water. If the Southwest Waler Authorily is unable 1o sarve these individuals, the
hookup fees must be refunded, '

Total cash in bank as of the end of the year is $2 B89 499, This is mada up of checking and money
markel accounts &3 well a5 cerificates of deposil,

The labiliies total $736453. OFf this amount, 5417,370 are current liabilties mostly in the form of
accounts payable. The long-term kabilities total $319.083. Of this amount, 281,531 is dalamed revenue
o hoak Lpf-_ae:almhlhutmh?clﬂﬂmmimrdﬂ:ignm up for waber serdce with the Southwest
Fipaling Project. Whan service becomes available, ese funds will bo released and wil then be

as ravenue. Il the Southwes! Pipeling Project is unable to provide water servios, these

reCoghized
hoakup fess will be refunded 1o the indiidizal,




INDEPENDENT AUDITOR’S REPORT

Note: This is not a complete set of financial statements. A
complete set is available at Southwest Water Authority’s office.

MAMNAGEMENT'S DISCUSSION AND ANALYSIS - CONTINUED

Overview of the Financial Statements

This discussion and analgis are Infendad to serda as an infroduction 1o the Southveest Wales Autharity's
basic financial stataments, The Soullwes! Water Authority's basic liranclal slatements comprisa four
componenis: 1) Balance Sheet, ) Sialemant of Aevenues, Expansas and Changes in MNel Assetz, 3)
Statemand of Cash Flows and 4) Moles 1o the Financial Statements, This report also containg other
supglemantany information in addition to tha basic finandcal stalermants Ihemsalkied.

Basic Financial Statemenis

The basic financial statemeants are designed o provide readens with & broad ovendew of e Southwesi
Wasler Autharily's fnances, in & manner similar ¥ a private-sechor business,

The halance sheel prasents informabion on all of the Southwest Watar Authorily’s assels and kabilities,
with the difierance between the iwo eporied &5 el assefs. Ower time, increases or decreases in ned
assels may sedvd a8 a wsalul indicakor af whather the financial position of thea Soulfeeest Waler Autharity
is improving or datariorating

CONDENSED BALAMCE SHEET

ASEBETS
Linrasiricted currant assels § 4,551,020
Resincied noncurment assats 4,267, 705
Capilal assats 548,504

Tolal Assals
LIAEILITIES
Currénl liabikties
Long-tarmi liabiltins
Tolal Laabditas
MET ASSETS
Invesled in capital assats net of related dabt
RFesticted rel assels
Linresiricted ned assals

Tolal Ned Azseds

Tolal Leabditias and MNet Assals § ﬁﬁ»’.ﬁ

The statament of revenues, expensas, and changes in ned assals presents information showing R (he
enility’s nit assols changed during the mos! recent Recal year, All changes in nel assats ara raporied as
800N &6 the undedying event giving rise io the chanpa ocows, regardass of thae timing of (he malabed cash
Mras, Thus, revenues and expenses ane raparbed in this statement lor soma Bama that will only result in
cash flows in fubure fiscal penods,
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INDEPENDENT AUDITOR’S REPORT

Note: This is not a complete set of financial statements. A
complete set is available at Southwest Water Authority’s office.

MAMNAGEMENT'S DISCUSSION AND ANALYSIS - CONTINUED
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
Operating revenuss:
Saks %4,3865,073
Hook up fea transhars 48,151
Othar 153,624
Tl operating revenies 4,508,048
Oiparaling axpenses:
Tramsmission 2, 110652
Dlistribation 1,006 840
Baard of diractars 121 050
Admirestralive HE.7%
Easarmant aoquisition 38,373
Rurad watar sign-up 44,213
Customer sarvice &0, 457
Tragimest 545,586
Gress Seading 56,555
Tolal opesating pxpansaes 4,385,258
Cipsrating incoms 20,760
Monoperalireg revenuas:

Propsary tawas 183,778
Unnaalized knss on investmants (23,865
Irvasiment incoma 278 BED
Other — %

Total nonoparaling reverues

Changa in nat assats

A48 B
851,731

Tatal net ssets - baginning of year 7977445

Tirtal et assss - and of year iEEﬁ'ﬂ

Fund financial sistemenis.

A fund is & grouping ol miated accounds thak is used to malniain control over rescunces fhal hawe bean
segregatad for speciic activities or objectives. The Southwest Water Authority uses fund acocounting o
ansure and demonsirale complianoe with fnance-redated legal reguirements. The Soullvaest ‘Watar
Autharity has one fund, an emeepnsa fund. The enterpriss fund is for the Oparations and Mainlenancs of
tha Southeast Pipeling Praject. The main sources of revanus Tor this fund ara from the salie of waier and
from a mill levy that & levied by the Scouthwest Watar Aushority in the amount of one mill in each of the
Faselve countias thal are a part of B Soulhwest Water Authority.




INDEPENDENT AUDITOR’S REPORT

Note: This is not a complete set of financial statements. A
complete set is available at Southwest Water Authority’s office.

MANAGEMENT'S DISCUSSION AND ANALYSIS - CONTINUED

The revenuas from the sale of waber sotaled $4.386.073. Tha nel incomae lor each depadmant are
trangmission of $197, 230, dietibution net ncame of $129,915 and ireatment nat income of $40,160,

The mill lewy generated income of $193,778 for the waar. The sdministration actvigias bad a nat loss ol
$H2,496. This was due to the Souhwaest Water Authornity paying te construction costs ol getling waler i
Herma on tha Ranga, This cost was $59,388. Adminstration includes activities for the board of directors,
adminisiralion, Sign-ug an easements.

Other major Bame of nale weda the pasing of the parking lat af the Wabar Treatment Pland. Thiz was paid
tor by ihe Sauthwest Water Authority with reimbursament being approved fram the board and the State
Waler Commission far the release of the lunds from e Reslacement and Extracrdinary Mednenanca
Fund, The tatal coat for the paving project was $164,859, Monays ware also recehved from this Tund for
M replacerent of vollage regulasors at the Richardion subsiaiion for a lotal cost of §38 280,

Owarall the aclual revenues and expenses were within the overall budgel. Revenues wens within
budgeded numbers for the year without any significant varance, The revenues were within 4% of
projachions and the expenses wane within reason of the budget parameters.

Tha Scuthwest Waler Autharity sold a fotal of 1,123,409,280 gallons of waler in 2004. This is 0% over
the prajection for tha yaar of 1,120,000,000 galons.

Requasts for Infarmation

This financial report & designed bo provide a genaral overview ol ihe Southwesi Water Authority's
finances far all those with an interest in the Southwes! Waler Authority’s finances, Quastions concaming
= any of the information provided in this report or requasts for addiional financial idormation should ba
addrassed to: Chief Financial Officer, Southwest Waler Authority, 4665 Second Straet SW, Dickinson, ND
S8601-7E31. You can also contact the Southwest Water Autharity online at gwa @ swwalter.com o visit on

tha wal af www Swis swo state.nd.us,
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SOUTHWEST WATER AUTHORITY
DICKINSON, NORTH DAKOTA

Balance Shest
December 31, 2004

ASSETS
Currond Assolbs
Cash and cash equivalonis £ A5G 282
IPrvaslm A 3 0ma Be%
Racaivahlas
feeounis (el ol pllowance of 56 008) 350,872
I baras 16,8629
Frepaid expenses T4, 994
Invenbory 218,718
Talal Surrént adasis 4,551,020
Hancurmanl fessls
Fasiricted assals:
Irvesimans 4,226 409
Indenasl raceiabla 41,216
Improvamants, fumiliens and aquipmand, nat 545,904
Tedal nomcurrent assels 4 014
Tatal Assals -
LIABILITIES AND MET ASSETS
Cuwrent Liakilides
Aopounta payabla 5 279,678
Aggrued =slarias G 421
Compensated absences, cunment porlion A7, 740
Aoorucd @xpanses 25,51

Total curnesl liabililies 417,370

Lang-1eam Lighililies
Compensatod absences, nol of cusrent portian 3 Az
Cioforred rovenun 201,53

Fonial doposits from lenanis 3,760

Tatal lemg-iaem Eabililias d19,083

Todal e bilite s

78,455

H&l Asseis

Inwesiod im capial assots, net of rolaied dobd S4i5 304
Awsiricted for replacsman & 267, 0%
Unrestrictad A.m14, 5867

—n——

Todal MNat Assals

8,629,176

3 9365629

The accompanying noles are an integral part of thase financial stabemanis,

Total Liabilities ard Mol Asses
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Note: This is not a complete set of financial statements. A
complete set is available at Southwest Water Authority’s office.

SOUTHWEST WATER AUTHORITY
DICKINSON, NORTH DAKOTA

Staiement of Revenues, Expenses and Changes in Fund Nel Assels
For the year ended December 31, 2004

Oiparating revenies:
Balas $ 436073
Hook up les translers 48,151
Cihier 153,824
Tolal cperaling reveanies 4 BEA, D48

Ciperaling axpenses:
Transméssion 2,110,652
Cuistriution 1,006,640
Board of direcions 121,080
Administrativa 358,736
Easament acquisibion 38,979
Rural walss sigr-up 44,213
Customer sarvice 58 48T

The accompanying noles are an integral part of thesa financial statemants.
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OPERATIONS AND MAINTENANCE SUMMARY

Operations and Maintenance (O&M) activities increase with each passing year. New features are
added to the system while the older components begin to show signs of wear and tear due to time and
usage.

In 2004, new features were provided when construction of the main transmission line from Belfield
to Beach and the rural distribution lines in the Belfield, Fryburg, and Medora areas were completed.
Approximately 90 miles of pipeline and related appurtenances, three reservoirs and eleven
prefabricated steel vaults were added to our O&M inventory with the completion of these
construction contracts. Primary responsibility for these new components was assigned to Water
Distribution Operator Russ Kostelecky, who continues to provide service in the Belfield Service Area
between Dickinson and Belfield. The Davis Buttes and New Hradec Service Areas, previously
assigned to Russ, have been reassigned to Clint Scott who certified as a Grade 01 Water Distribution
Operator in 2004. Operator Andy Erickson of the Reeder office completed rural water hookups for
new customers in the Bowman Service Area and assumed O&M responsibility for the Perkins County
Master Meter Vault. Other additions include a 1,200 square foot office and shop building in Elgin and
a 28,000 cubic foot cold storage building at O&M headquarters.

Items that required attention, beyond routine maintenance, included replacement of sacrificial
anodes in the Halliday and Hebron reservoirs and at eleven of the prefabricated steel vaults. A south
zone pump motor at the Dickinson High Service Pump Station had a burned winding that required
rewinding. An east zone pump motor from this same facility required new bearings. Lead wires
between a cathodic protection rectifier and its associated anodes were replaced due to defects in the
original wire’s insulation, causing frequent open circuit failures. Six of the old style blowoffs, which
utilized buried butterfly valves, were replaced with the new style, allowing access to one of the valves
for maintenance. A total of eleven leaks were repaired during the past year, two of which were
repaired under warranty by the contractor. Five of the leaks were on main transmission lines and six
were on rural distribution lines.

Staff members performed routine O&M throughout the year at pump stations, meter vaults,
pressure reducing valve (PRV) vaults, reservoirs and their control vaults. All pipeline appurtenances,
including line valves, blowoffs, cleanouts, and air relief valves were exercised. Cathodic protection
levels on metallic lines and reservoirs were monitored and adjusted, as needed. Operators responded

to customer concerns and performed hundreds of rural meter spot checks. Southwest Water

Authority received and responded to over 1,700 line locate requests from individuals and contractors
preparing to dig or excavate. The four raw water reservoirs and three of the treated water reservoirs
were cleaned and inspected.

Water quality continued to be a high priority issue and the distribution operators continuously
monitored chlorine residuals throughout the distribution system. Samples were collected and
submitted to various testing facilities to comply with North Dakota Department of Health mandated
regulations. In addition, voluntary testing for phosphates
and nitrates were completed on a routine basis.



HOUTHWEST
PFELINE
oJECcT

WATER TREATMENT PILANT

In 2004, the Water Treatment Plant (WTP) treated a total of 1,156,921,000 gallons of water, for a
daily average of 3,169,650 gallons. While the plant is designed to treat 12,000,000 gallons per day,
there were ten days in 2004 that the treatment plant ran near or over fifty percent of its capacity. There
were 352 operating days, 3,413 operating hours and 148 filter backwashes.

The present water treatment chemicals being used for the processing of water are quicklime for
softening, PHI 2325 as a cationic coagulant aid, PHI 3330 as a cationic flocculant, KS-7104 as a
corrosion inhibitor, fluoride, carbon dioxide and chlotine and ammonia as disinfectants. In an effort
to reduce maintenance problems, the WTP switched from using anhydrous ammonia to using ammo-
nium sulfate as part of the pretreatment process. Not only has this reduced maintenance problems, it
has provided a cost savings, as well.

Routine maintenance was performed throughout the year. Items to note include replacing a
capital control chlorine ejector with a new Superior EJ 390 PPD hi-low pressure chlorine ejector,
removing the old electro-dryer, the duct work and the natural gas line, replacing two on-line Microtol
turbidimeters in the green leaf pipe gallery, replacing high-service pump number five contactor and
overload relay and replacing the desiccant bed drum on the north dehumidifier.

The old incandescent lighting was removed and replaced with new fluorescent lighting in the
basement area of the WTP. A safety handrail was installed between the two CO, storage tanks. The
exterior of the plant building was caulked and the brown exterior trim on the pumping station was
painted. The parking lot improvement project was also completed during the year.

Basin 105 was drained, cleaned and spot painted. To meet the requirements of the Filter
Backwash Recycling Rule, modifications were completed to the existing six inch PVC piping to
redirect backwash recycle flow within the existing contact basin 105 to the primary zone. This

modification will ensure that the entire backwash recycle flow is being returned to a location, such that

all processes of treatment are utilized.
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WATER TREATMENT PrLANT, CONTINUED

Water Treatment Plant (WIP) personnel made weekly, and sometimes biweekly, trips to the Dodge
Pumping Station and/or the Intake to check on treatment chemicals, chemical feed equipment and to
conduct any maintenance needed on the equipment. A Surface Water Treatment Workshop and the
2004 Annual North Dakota Water and Pollution Control Conference were attended by WTP
personnel.

Southwest Water Authority (SWA) presented its annual Consumer Confidence Report, providing
information on drinking water and opportunities for involvement in water source protection. SWAs
water system meets or exceeds all requirements established by the Environmental Protection Agency.
This report can be found on SWA’s Web site at www.swa.swc.state.nd.us.

An additional highlight is that SWA qualified for total organic compound (TOC) reduced
monitoring. The last two consecutive years the water was at 1.84 mg/1 for TOCs. This meets one of
the conditions to reduce monitoring to a quarterly basis. Also, the North Dakota Department of
Health performed a routine inspection of the WTP and sludge recycling building, Overall, the routine
inspection was successful, as they found the plant, housekeeping and records in compliance with
regulations. Once again, the staff at the WTP is commended for receiving the Certificate of

Compliance for satisfactory fluoride and turbidity levels in our drinking water.




BEASEMENT ACQUISITION AND SIGN Up
SUMMARY

2004 ushered in the beginning of the Medora, Beach, Morton Phase of the Southwest Pipeline
Project (SWPP) Phased Development Plan. This service area will be the final one to be served by the
water treatment plant located in Dickinson. The Oliver, Mercer, North Dunn Service Area will be
served by a second water treatment plant, according to current design plans.

Public information meetings were held in three pocket areas of the Medora, Beach, Morton
Service Area, including Trotters, Fairfield and southeast Morton County. These areas were of concern
due to the low sign up and high cost to provide service. Another canvas of the area resulted in a
substantial increase in new customers. Southeast Morton County added 39 new customers, making
that area a feasible project. The Fairfield and Trotters pockets added 13 and 15 new customers, respec-
tively. Both the Fairfield and Trotters pockets will need additional customers to become feasible for
construction.

Meetings were also held with Beulah and Zap city commissions to pursue the idea of providing
interim service to County Club Estates, Zap and rural customers along a one-half mile corridor
paralleling the main line to Zap. A sign up campaign was implemented to determine interest in this
pocket area. The results of this final sigh up campaign netted 37 customers within County Club
Estates and 18 rural customers outside of Country Club Estates. The total number of customers for
this area was 55, in addition to the community of Zap.

Easement acquisition began for the Medora, Beach Phase I project. A total of 89 landowners
were contacted for 46 miles of rural water line right-of-way. The project began with 23 customers and
when it was completed 70 customers received service from the SWPP. Bid letting was held
February 25, 2004, and Abbot, Arnie, Schwindt Contractors were the successful recipients of the
contract for Medora, Beach Phase I project.

Subsequent customers increased substantially in 2004 resulting in 67 new customers. Red Trail
Energy of Richardton indicated that they would be interested in receiving raw water service of 450 to
600 gallons per minute and notified Southwest Water Authority of their intent contingent on a
successful fundraising campaign. Subsequent customers may connect to the SWPP, if system capacity

allows. Subsequent customers are responsible for acquiring easements and all construction costs to

install their service from the nearest SWPP transmission line.




PoTABLE WATER USAGE

Total From Potable Water Contracts — Per 1,000 Gallons
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HOUTHWEST

WATER SERVICE CONTRACTS

Total From Potable Water Contracts — Itemization of Costs
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WATER SERVICE CONTRACTS, CONT’D

Total From Raw Water Contracts — Itemization of Costs

Capital
User Billed* O&M Treatment Reserve  Replacement  Repayment Demand Total
Abbey 100.00 $ 105.00 N/A $ 1600 $ 35.00 $ 89.00 N/A §  245.00
Jurgens Farm 593.00 $ 622.65 N/A $§ 9488 $ 207.55 $ 527.77 N/A $§ 1,452.85
Lorenz Farm 100.00 $ 105.00 N/A $ 16.00 $ 35.00 $ 89.00 N/A § 245.00
Sacred Heart 500.00 $ 525.00 N/A § 80.00 $§ 175.00 $ 44500 N/A $ 1,225.00
Taylor Nursery 1,044.10  $1,096.31 N/A § 167.06 § 365.44 $  929.25 N/A § 2,558.05
Totals 2,337.10  $2,453.96 N/A $§ 37394 § 817.99 $ 2,080.02 N/A $ 5,725.90

*Per thousand gallons billed.

RaAaTES 2004

The water rate for rural customers in 2004 consisted of a minimum payment of $38.25 per month,
including 2,000 gallons of water. The rate for water use in excess of the 2,000 gallons was $3.60 per
thousand gallons. On July 1, 2002, Southwest Water Authority (SWA) implemented a volume discount
for rural customers, reducing water rates from $3.60 to $2.60 on usage over 10,000 gallons. Also,

customers with pasture taps received a rate reduction, from $3.60 to $2.60, on water usage in excess of

60,000 gallons, billed annually.

Rural Customers Under 10,000 Gallons

"TEEATITICINE w.eveeeeeeeeeeeeeeeeeeeeeeeeeeeueeseeeeaeeseseeeaeeeaseesnseenseenaneesseeaseenneesnneseseesneeanee $0.55
Transmission Operations and MaiNteNANCE .....c.ccuveeueecrrecureereeerenseensenes $1.05
Transmission ReplacemeEnt ......ccevveriiieieiriniicieiiiniceeiniiceerensieeienenseanees $0.35
Distribution Operations and MaifteNance .........covweueuieeurierrieueiserenseennenes $1.26
Distribution Replacement ......c.ccceuieeunieeunieinicieiieiicisicieieseeeienseseneseenenaes $0.10
DISIDUION RESEIVE vttt et e ete et eeaeeeeeeaeeseeeseeaseasseesesenesneens $0.15
TTANSMNISSION RESEIVE eveeeieeeeeeeeeeee et eeteeeeeeeeteeeeeeeeeeseeeseeesessseseesseesseeneenne $0.14
0 1) 2 | IR PP PPPPPPPORS $3.60

Rural Customers Over 10,000 Gallons

[T 15 5 01 o L AR $0.55
Transmission Operations and MaiNteNANCE .....c.ceeveeuiciriereisererserenseeensenes $0.72
Transmission Replacement ......c.occcuvieuvieuiiiieiniicinicinieisieieeeseesseenesenenaes $0.35
THansSMISSION RESEIVE woouvvuiveiieiieieeieeieieeeeeeeeeese et etessessessessestessessessensensensensenes $0.08

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

The standard rural minimum fee ($38.25) is broken into three separate components: meter fee,
capital repayment, operations and maintenance. The capital repayment ($27.07) and meter fee ($5.00)
portions of the minimum are used to pay the interest and principal on Series A and B bonds, with the
remaining balance paid to the Resources Trust Fund. The bonds help fund construction. After two
years, the meter fee is paid to the operations and maintenance fund, covering capital and routine
operations and maintenance costs. The final portion of the monthly minimum ($6.18) is for the
operations and maintenance fund, which pays for fixed costs.
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RaAaTES 2004

The 2004 rate for demand contract customers was $3.83 per 1,000 gallons of potable water.

Demand Contract Custometrs

TEEALITIEIIT «vveuveeeeeeeeeeereeeeeeeeeeeeaeeeeueeeseesueeessesaneessseeaseesaseenstesaseessaeenseesneenseessessnsesnseeansenes $0.55
Transmission Operations and MaINtENANCE .....c.cveeerieeurieueiieirieieierenesenseeeneneenenne $1.05
Transmission Replacement and Extraordinary Maintenance .........ccocvevvecvicenenees $0.35
Capital REPAYMENL ..oviuiiiiiiiiiiciiieiece ettt sessaenen $0.89
Demand Chaf@e ...ttt sessesenaes $0.89
TTANSMISSION RESEIVE c.eviieiieieeeeeeeeeeeeee ettt et eteeeeaeeeaeeseseesaeeseneesasesneeessessneennes $0.10
1 o) 71 IS $3.83

The 2004 rate for contract customers was $2.98 per 1,000 gallons of potable water.

Contract Customers

"TEEATITIEIIT «vveuveeeeeeeeeeeeeeeeeeeeeeeaeeeeueeeueeeeueeaesesaseeseseeaseesaseesstesaseessseenneesaseenneesseesnsesnneennenes $0.55
Transmission Operations and MaINtENANCE ......ccvveueviueiiuerieeinierriereieeenseesseenenae $1.05
Transmission Replacement and Extraordinary Maintenance .........oceeeeceecviceinen. $0.35
Capital REPAYMENL ..ooviiiiiiiiiiiiieiciiiceiceesce ettt sens $0.89
TTANSMISSION RESEIVE c.eviiieiieieeeeeeeeeeeeee ettt ettt eat e e e eeateseseeeaeesenessaeeseneseseessneennes $0.14
TOLAL ceeeereeeeieeeeeiietunnneeeeeeeeeeereensnseeseeseeeeesnssnssssssseseeensennssssssssssssssnnnnsnsssssseanes $2.98

The raw water contract rate was $2.45 per 1,000 gallons of water. Raw water customers do not pay
for the cost of treatment.

RURAL WATER UsAGE HISTORY

Month 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 B
Jan 638000 2674000 4508000 5213600 5627700 7,567,600 7,566,100 8803100 9,747,700 10,499,300
Feb 722000 2513000 4513300 5108300 5355100 7,178,100 7,182,800 7,351,300 9,030,800 9,838,200
Mar 797,000 3,001,000 3876400 4694500 4912,600 6538000 6,803,000 7367300 8645200 8,627,700
Apr 841,000 3096000 4383300 4889400 6,081,700 7618300 7,199,700 8452700 8999500 9,678,100
May 934000 2994000 4,642,000 5105200 5589000 7,979,600 7,890.200 8591300 10,030,800 11,882,600
June 1282000 3,537,000 5516800 7,228400 6,078,700 8979700 9,377,700 11,816,800 12353200 12,985,500
July 1,601,000 4435000 6,041,300 5945000 7,307,200 8886400 8,687,300 12,067,400 12,869,800 15,676,800
Aug 1,708,000 4829000 6,136,200 7,279,200 8430,100 9,147,300 8853700 12,878,000 14,851,300 14,729,100
Sept 1,822,000 5598000 5623200 6742300 7,579,700 10,089,100 10,633,300 11,186,900 14,823,500 14,405,200
Oct  13531,000 4342000 6,124,000 6,672,000 7,742,800 10,638,200 10,084,400 16,109900 19,743,800 19,217,100
Nov 1,839,000 4026400 4,679,100 6,136,000 6717200 7,627,100 7,364,200 9,111,700 10,257,100 10,106,100
2130000 5328000 4853000 4,776,100 7,047,500 7,166,100 7,860000 8463100 9,372,700 9,765,600
Total 15,845,000 46,373,400 60,896,600 69,790,000 78,470,200 99,415,500 99,503,300 122,199,500 140,725,400 147,411,300

Gallons Billed



N

RATES 2005

Rural Customers Under 10,000 Gallons

TEEATITIEINE vnvveeeeeeeeeeeeeeeeteeeeeeeseeeeeeeseeeaessaeeesessssesseeensessnsesnsesaseesseesantessnesnseessneesseesnseeseen $0.55
Transmission Operations and MaINtENANCE ...c.cueueueeeeriecrriereierereeeiseenssenesesenesenne $1.05
TTANSMISSION RESEIVE .veieeeeieeeeeeeeee ettt ettt e e e eaeeeeveeeeeeeaeessnessaeeenessaeessneennes $0.12
Transmission Replacement ......cwcuicuieiniciniiiciieicitcteeseteieeeeseee e $0.35
Distribution Operations and MaiftteNance .......cveueeeuriereireeersieersieneiereiesersesensenens $1.28
Distribution RePIACEMENt .....c.c.veuiiuriiieiieiiciiciiceeeeeeetee e seeae $0.10
DISIDULION RESEIVE .ottt et e e eee et eee e e e et eeseeseeeseeneeeseentenseeneeseeeaes $0.15
TOLAL ...ceeeeiueeeeeeeeeiieteaeneeeeeeeeeeeeennnsessseeeeeeessannsssssssssseseessnnnssssssssssssssnnnnnsennns $3.60

Rural Customers Over 10,000 Gallons

"TEEATITICINIE wevveeeeeeeeeeeeeeeeeteeeeeeeeeeeeeeeueesaeeeaeesaneesaseseneesasesaaeeensesaseeenseeanaesneenseesaseenseesaneeseen $0.55
Transmission Operations and MaINtENANCE ...c.cuvuevieerriecrrierriererireiseeenseenesesenenenne $0.72
TTaNSMISSION RESEIVE .veieieieieeeeeeeeeeeeeeeeeee ettt e e e et e eereeeeeeeaeessnesaeeeneseseesaneennes $0.08
Transmission Replacement .......c.ccuiueuieciniciniiieiieietcicieeteeeese e $0.35
Distribution Operations and MaifteNance ........cueueeevrieeeereeerneeemsieneierenenensesensenens $0.90
1 1) 2 | ISP PPUPP RPN $2.60

The rural water rates for 2005 will again remain the same for the fourth year in a row. The mini-
mum fee of $38.25 includes 2,000 gallons of water. This also includes capital repayment, meter fee

and operations and maintenance. The capital repayment amount is tied to the Consumer Price Index

and adjusted annually by the ND State Water Commission. Capital repayment increased $0.72 for
rural customers and $0.02 for contract customers. Southwest Water Authority has agreed to absorb
the increase, thus stabilizing rates.

The standard rural minimum fee ($38.25) is broken into three separate components: meter fee,
capital repayment, operations and maintenance. The capital repayment ($27.79) and meter fee ($5.00)
portions of the minimum are used to pay the interest and principal on Series A and B bonds, with the

remaining balance paid to the Resources Trust Fund. The bonds help fund construction. After two
years, the meter fee is paid to the operations and maintenance fund, covering capital and routine
operations and maintenance costs. The final portion of the monthly minimum ($5.46) is for the

operations and maintenance fund, which pays for fixed costs.
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RATES 2005

Demand Contract Custometrs

"TEEATITICIIT «vveeveeeeeeeeeeeeeeeeeeeeeeeeeeeueeeteeeaeeeeeesaneeseneenneeseseesstesaseessseenneesaseenseesaseennsesnneessenes $0.55
Transmission Operations and MaINtENANCE .....ccuvveeveviueiiieiieirieirieieieeenseesseeenenaes $1.05
Transmission Replacement and Extraordinary Maintenance .........cocceeveeecevceninnnn. $0.35
Capital REPAYMENL c..oviiiieiiiiiiciicei ettt ens $0.91
Demand Chaf@e ...ttt ssssennaes $0.91
TTANSMISSION RESEIVE c.evieeiiieeeeeeeeeee ettt et eteeaeeeaeeseseesaeeseneesaseenessssessneennee $0.06
1 o) 71 RN $3.83

Contract Customers

"TEEATITIEIIT «vveeveeeeeeeeeeeeeeeeeete e et eeeueeeneeeaeeeeeeseseeseseeeseesaseesstesastessseeeneesaseenneesaseesnsesnneennenes $0.55
Transmission Operations and MaINtENANCE ......cvweveeiueiieirieernieieieieiereiseeseeenenae $1.05
Transmission Replacement and Extraordinary Maintenance .........occeeececerceninnnn. $0.35
Capital REPAYMENL ..ovieiiieiiiiicieiiiicei ettt sens $0.91
TTANSMISSION RESEIVE .ttt ettt ettt e eeeeeaeeseseeeaeesaneesaeeeneesssessneennes $0.12
0] 2 1 R RRRE $2.98

Currently, the raw water contract rate is $2.45 per 1,000 gallons of water.

The cost of treatment goes to a treatment fund. Operations and maintenance fees are paid to the
Operations and Maintenance Fund. This fund is used to cover the following costs: Wheeling and
Western Area Power Association, electricity costs for cathodic protection and booster stations,
telephones, natural gas, fuel, salaries, benefits, travel, insurance, supplies, equipment, vehicles and their
maintenance, legal fees, building, transmission and distribution equipment repair and maintenance
and customer service expenses. Replacement fees are paid to the replacement and extraordinary
maintenance fund. Capital repayment fees are used to pay the interest and principal on Series A and B
bonds with the balance paid to the Resources Trust Fund. The North Dakota Legislature has
authorized the fees from the Resources Trust Fund to fund further Southwest Pipeline Project |

construction.
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RATE HISTORY

Contract Water Rate 1992 1993 1994 1995 1996 1997 1998
Operations & Maintenance $ 0.80 $ 0.50 $ 0.60 $ 0.67 $ 0.81 $0.85 $ 0.83
Treatment $ 0.56 $ 0.64 $ 0.69 $ 0.65 $ 0.55 $ 0.55 $ 0.52
Replacement & Extraordinary

Maintenance $ 0.30 $ 0.30 $ 0.30 $ 0.30 $ 0.30 $ 0.30 $ 0.30
Capital Repayment $ 0.62 $ 0.68 $ 0.70 $ 0.72 $ 0.74 $0.76 $ 0.78
Reserve Fund
Total Contract Rates $ 2.28 $ 212 $ 2.29 $ 2.34 $ 2.40 $2.46 $ 243
Potable Water* 655,640.0 523,308.0 612,163.0 6974112  806,175.3  826,589.8 908,168.2

Distribution Water Rate

Rural Monthly Minimum* $25.00 $25.00 $25.00 $26.95 $28.00 $33.90 $ 33.90
Rural Water Rate $ 2.50 $ 2.50 $ 2.50 $ 2.50 $ 2.55 $ 2.55 $ 2.59
Contract Water Rate 1999 2000 2001 2002 2003 2004 2005
Operations & Maintenance $ 0.88 $ 0.91 $ 1.05 $ 1.05 $ 1.05 $ 1.05 $ 1.05
Treatment $ 0.56 $ 0.53 $ 0.53 $ 0.53 $ 0.53 $ 0.55 $ 0.55
Replacement & Extraordinary

Maintenance $ 0.35 $ 0.35 $ 0.35 $ 0.35 $ 0.35 $0.35 $ 0.35
Capital Repayment $ 0.79 $ 0.80 $ 0.83 $ 0.85 $ 0.87 $0.89 $ 0.91
Reserve Fund $ 0.05 $ 0.15 $ 0.20 $ 0.20 $ 0.18 $0.14 $ 0.12
Total Contract Rates $ 2.63 $ 2.74 $ 2.96 $ 2.98 $ 2.98 $2.98 $ 2.98
Potable Water* 823,339.9 1,001,669.4 1,030,754.8  1,066,537.4  1,119,868.6 1,113,088.0

Distribution Water Rate
Rural Monthly Minimum* $35.10 $35.80 $37.55 $38.25 $38.25 $38.25 $ 38.25
Rural Water Rate $ 3.05 $ 3.15 $ 3.60 $ 3.60 $ 3.60 $ 3.60 $  3.60

Since July 2002 rural usage greater than 10,000 gallons per month is billed at a rate of $2.60 per thousand gallons.

* Includes 2,000 gallons of water for 1997- 2005. —--.;-
**History of Potable Water Delivered to End Users. Does not include construction watet, amounts above are listed
in 1,000 gallons.




REPLACEMENT AND EEXTRAORDINARY M AINTENANCE FUND

A portion of the water rate charged by Southwest Water Authority (SWA) is for Replacement &
Extraordinary Maintenance (REM). It is based on a per thousand gallons of water billed. The rate was
originally set at $.30 per thousand gallons of water sold to all customers. A rate study was completed
in 1998 to determine the fairness and cotrectness of the rate structure. At that time, it was determined
that in order to meet the needs of extraordinary maintenance of the pipeline in the future, the rate for
the REM Fund should be increased to $.35 per thousand gallons. In 1999 the rate for REM was raised
to $.35 per thousand gallons to meet future needs. The rate has stayed at $.35 per thousand gallons
since.

The Replacement & Extraordinary Maintenance (REM) Fund was established in 1981 by the
North Dakota Legislature when the Southwest Pipeline Project (SWPP) was authorized. This fund
was set up to create an account to cover costs of an extraordinary nature or to replace parts of the
SWPP in the years to come as parts of the system wear out. Disbursements from this account have to
meet specific criteria and be approved by the ND State Water Commission (SWC) and SWA.

When SWA took over operations and management of the SWPP from the SWC in 1996, SWA
established an account to track REM funds separately and to follow the North Dakota Century Code.

The REM component is paid by all customers, both contract and rural. Rates are set annually and,
according to the North Dakota Century Code, this account is funded by the water rates. The rate for
REM is set by the SWC. The table that follows summarizes the activity of this account.

1991-95 1996 1997 1998 1999 2000
Beginning Balance $ 735,372 $ 1,016,563 $1,315,966 $1,630,497 $ 2,002,873
Contributions
Contract $727,434 $ 230,837 $ 234,566 $ 254,697 $ 298,472 § 320,454
Rural $ 7938 $ 17,899 $ 22994 $ 27,361 $ 33,369 § 43,850
Interest $ 22,006 $ 56,919 $ 83,945 $ 98,511 $ 121,376
Dividends $ 13,025 $ 6,524 $ 9,070 $ 5,601 $ 9,137
Fiduciary Fees $ (2,575) $  (4,655) $  (6,105) $ (7,302 $ (8,602
Disbursements $ (16,945) $ (54,438) $ (56,275) $ (174,195)
Ending Balance $735,372 $1,016,563 $ 1,315,966 $1,630,497 $2,002,873 § 2,314,893

2001 2002 2003 2004 Total

Beginning Balance $2,314,893 $ 2,804,274 $ 3,301,016 $3,835,485

Contributions

Contract $ 329,448 $ 333,308 $ 346,330 $ 335,340 $ 3,410,886
Rural $ 44,066 $ 53,121 $ 62,334 $ 67,709 $ 380,640
Interest $ 127,292 $ 160,258 $ 150,883 $ 188,652 $ 1,009,843
Dividends TS5 $ 4,016 $ 3,985 L S — |
Fiduciatry Fees $ (9,552) $ (12,177) $ (14,190) $ (15,845) § (81,004
Disbursements $ (18,448) $ (41,784) $ (14,874 $ (193,119 $ (570,077)
Ending Balance $2,804,274 $ 3,301,016 $3,835,485 $4,220,502 $§ 4,220,502
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CAPITAL. REPAYMENT

Contract
Rutal
Total

Contract
Rutal
Total

1991-1992
$ 224,065.00

$ 224,065.00
1999

$ 580,8605.33
$ 445,131.91

1993
$ 190,433.00
$  5,540.00
$ 195,973.00

2000
$ 634,275.73
$ 524,952.50

$1,025,997.24  $1,159,228.23

1994
$ 292,997.00
$  7,475.00
$ 300,472.00

2001
$ 751,392.41
$ 556,470.52
$1,307,862.93

1995
$ 408,563.00
$ 95,616.00
$ 504,179.00

2002
$ 800,159.52
$ 630,004.66
$1,430,164.18

1996
$ 418,179.77
$ 316,814.38
$ 734,994.15

2003
$ 861,015.31
$ 718,768.94

1997
$ 487,828.22
$ 370,085.00
$ 857,913.22

2004
$ 846,041.48
$ 774,667.77

$1,579,784.25  $1,620,709.25

A portion of the water rate charged by Southest Water Authority is for capital repayment. Con-
tract users’ capital repayment is based on a per thousand gallons charge. Rural customers pay a
portion of the monthly minimum payment for capital repayment. Capital repayment was established
as a part of the water rate for the customer to pay back the cost of construction of the pipeline. It was
determined by a study completed in 1982 that the economic constraints in southwest North Dakota
would limit how much people could pay to cover the cost of construction. Since capital repayment is
based on ability to pay, this portion of the rate for both contract and rural customers would be
indexed to the Consumer Price Index and adjusted annually. Below is a chart showing payment history
of capital repayment by water users throughout the system. This money is paid monthly to the
ND State Water Commission or the bond bank.

1998
$ 568,497.91
$ 347,293.46
$ 915,791.37

Total
$ 7,064,313.68
$ 4,792,820.14
$11,857,133.82




PHASED DEVELOPMENT PrLAN

Current Development Phase:

Medora, Beach, MOTTON PRASE .....ccoveviieieririiietetiieteteeeeetetete et ettt te s s esesesesesesessesesesessesssesesessasesesesssesesensane West
Next and Final Development Phase:
Oliver, Mercet, Notth DUNN PRASE ....ccviiiiiieiiiiictiieieetceeree ettt eseese s sessessesessesessessesesssessesessessssensens North

SOUuTHWEST PIPELINE PrROJECT (SWPP)
FUNDING SOURCES

State Funding (in millions of dollars)

RESOULCES TTUSE TN ettt et e e et eeae et e et e ee et eeaeeeesaeeeaesnteeseeseeneesaanesneesneennn $ 42.40
Water Development Trust Fund .......cocviiiiiiiiccnccceeeceeeieeie e $ 7.30
0101031 RO $ 49.70
Grants

Garrison Diversion Conservancy District

Municipal Rural & Industrial Fund ... $ 69.70
USDA-RULal DEVEIOPMEAL w..uvuviirieiieiieciieieicie ittt sses e sessessessas $ 9.20
Natural Resources Conservation SErvice PILEO0O ....cvovviiviieiiiiiiiieiciececeeeeeeeeeeveeeeeaseneesnsessesneenns $ 0.90
0101031 R $ 79.80

State Bonds Repaid by Users

PUDIC REVENTE BOMAS 1ttt ettt e et ete e e eeeeaeeeueeneeeaesneeeseseseeneeeseenteaseneenseseennes $ 7.00
USDA-RULal DEVEIOPMEAL w..uvuviiriiiieiiiciieieieie ittt sses s ssessessas $ 8.80
ND Drinking Water Revolving Loan Fund ... $ 150
01010371 O $ 17.30

Total FUNAING ....ccoovuiiiiiiiiiiiiiiiiiiiiiiieticiie e ass s e e sasnesesaes $146.80

SWPP FuNDING SOURCES
$146.8 MILLION As OF 12/31/04
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Eiectric POwWER USAGE

The Southwest Pipeline Project (SWPP) has several main transmission pumping facilities throughout
the system. Southwest Water Authority purchases power from the federal government at these loca-
tions. This power is purchased through the Department of Energy and is known as Western Area
Power Association (WAPA). Local utility companies or cooperatives supply or distribute the power
(wheeling) to each location. Southwest Water Authority pays these local utilities to wheel the power.

The SWPP added pumping stations at Fryburg and Beach during the 2004 construction season.

Below are diagrams illustrating the total power usage at these locations.

Location 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Intake PS 1,645,820 1,855,579 2,192,366 2,129,824 2,302,460 2,334,674 2,573,895 2,661,280 2,771,644 2,930,468 2,909,556
Richardton PS 956,087 1,070,952 1,250,174 1,241,108 1,347,075 1,378,141 1,485,588 1,550,685 1,630,154 1,724,962 1,688,295
Dickinson PS 21,299 343,654 495,616 495,618 752435 831,898 940,441 1,036,288 1,128,038 1,241,497 1,241,087
Dodge PS 47820 238,364 386,470 385973 405366 384,503 429,567 454,764 548,086 612,649 566,817

Jung Lake PS 24331 187528 236441 315255 380,975 450,324 461,738
Bucyrus PS 223039 128217 127212 139,462 136,942 136,226 139,823
WIP 223935 312,018 324991 322,634 323,419
Burt PS 23803 87,630 93,624 97,740 97,593
Scranton PS 29,326 59,815 53,329
Fryburg PS 29,680
Beach PS 25,059
Total 2,671,026 3,508,549 4,324,626 4,252,523 5,054,706 5,245,021 6,040,882 6,557,382 7,043,780 7,576,315 7,536,396

PS = Pump Station
WTP = Water Treatment Plant
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