Pioneering water company
goes with the flow...of hlstory

s water is the basis for
life, so too has it been
the essence of the lives
and careers of Anton C. Garni-
er, president and CEO of South-
west Water Company (Nasdaq:
SWWOC), his father Camille and
his grandfather Able. To coin a
phrase, water is in their blood.
For devotees of Southern

California history, the name
Garnier should resonate almost

as much as Otis, Mulholland,

An investor who invested $10,000 in
Southwest Water on Dec. 31, 1995,
and reinvested all dividends would
have seen it grow to $41,000 by the

end of 2000.

O’Melveny, Pico, Griffith and
Doheny.

In the early 1870s, French
Basque brothers Eugene, Phil-
lippe and Camille Garnier
founded a 4,460-acre sheep
ranch in the area bounded
roughly by what are now Mul-
holland Drive, Sepulveda Boule-
vard, Vanowen Street and White
Oak Avenue in the San Fernan-
do Valley north of Los Angeles.

Christened El Rancho Encino
by the Garniers, the property

was anchored by an eight-room

adobe hacienda that sat
astride the fabled El Cami-
no Real stagecoach pas-
sage.

The area, now the Los
Encinos State Historical
Park, is in what is today the
city of Encino.

When Eugene and Phil-
lippe returned to France
in 1875 after a disastrous
decline in the wool market,
Camille and family put
down roots in
La Puente.

In 1907, seek-
ing water for
his vegetables
and walnut
trees, Camille’s son Able

drilled a well that struck a

plentiful source of ground-
water. Having more than

enough, he began sharing

LIQUID ASSET: Third-generation water executive
Anton C. Garnier, president and CEO of Southwest
Water Company, has propelled the company from a
sleepy neighborhood water utility into its current role as
a diversified provider of multiple utility-related services
with impressive financial performance.

it with his neighbors. On

Able’s death in 1933, his son,

another Camille, took over op-

eration of the ranch and well.

In 1946, Camille formed the

San Jose Hills Water Company

and began selling water to local

farmers and land developers.
By 1947, Camille was pump-

ing water to 11 customers. That

figure grew to 500 by the end of
the year as more people settled
in the valley.

In the years that followed,
the company acquired or joined
forces with other nearby water
companies and the customer list
spouted to 17,800. In 1954, the
assets of these companies were
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combined and incorporated into
what became Southwest Water
Company.

When Camille Garnier died in
1968, management of the com-
pany passed to his son Anton,
better known as Tony.

Born on the family ranch,
Tony literally grew up in the
water business. Today, as head
of Southwest Water Company,
he has successfully continues to
build on the family legacy, pro-
viding a broad range of water,
wastewater and utility-related
services to more than 1.5 mil-
lion “neighbors” in 29 states.
Well-versed in all aspects of
utility operation, as well as local
and national issues related to
the politics of water production
and distribution, Tony Garnier
expanded Southwest Water out
of its traditional utility mold in
1985 by entering the emerging
contract operations market.

His goal has been to build
a company that offers genuine
value to customers, employees
and stockholders through out-
standing service, exceptional
people, strong financial perfor-
mance, and exciting opportuni-

ties.

Is it working? In a word, yes.

The historic Garnier House, built in the late 1800s on what is now
Ventura Boulevard in Encino, California, just north of Los Angeles.

H,0 in Y2k

he year 2000 was a water-
T shed for Southwest Water.
The company dramatically ex-
panded its range of services and
geographic presence while si-
multaneously achieving record
financial performance.

Annual revenues exceeded
$100 million for the first time.
Earnings per share increased by
24 percent over 1999 (exclusive
of a one-time gain on the sale of
land in 1999). Return on equity
rose to 12.2 percent.

The year also saw the com-
pany’s expansion into a new
area with its acquisition of
Westminster, Colo.-based Mas-

ter Tek International, Inc., a na-

i

tionwide leader in the water and

K
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energy submetering, billing and
collection services industry.
Using its own patent-
pending technology, Master
Tek measures the actual util-
ity consumption of individual
residential units in multifamily
properties, then bills the oc-
cupants for their use. It offers
property owners a convenient
way to allocate utility usage to
residents, as well as comprehen-

sive billing and collection ser-
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vices.

Serving 168,000 units in
28 states, the 26-year industry
veteran applies its expertise and
technology to water, gas, elec-
tricity, baseboard heating and
fan coil heating and cooling.

Submetering offers attractive
economic benefits, both to inde-
pendent property owners and
to real estate investment trusts,
including increased operating
income and cash flow, and a
potential return on investment
after only a year.

Since the acquisition, Master
Tek has enhanced its executive
team, welcoming a new presi-
dent and vice presidents in sales
and marketing and customer
operations to strengthen its busi-
ness development efforts and
the efficiency of its administra-
tive procedures. The company
redesigned its website (www.
mastertek-intl.com) to offer inter-
activity and online bill payment
capability.

Master Tek is well posi-
tioned within its industry.
Southwest Water anticipates not
only growth within Master Tek,
but also the possible acquisition
of other submetering firms.

In February 2000, Southwest
Water purchased the water dis-
tribution system of West Covina,

adding 7,000 connections to its

As the water industry
continues to evolve,
the opportunities for

Southwest Water
will multiply. Our
challenge will be to
seize and act upon
those opportunities
in ways that benefit
our shareholders, our
customers and our
employees.

—Anton Garnier, President,
CEOQO, Chairman of the Board

California utility customer base.
Two additional utilities
were acquired in October 2000,
Windermere Utility Company
and Hornsby Bend Utility Com-

pany. Together, they provide
water and wastewater service to
approximately 14,000 people in
what has been designated as a
“preferred growth corridor” in
the Austin, Texas, area.

Contract operations sub-
sidiary ECO Resources, Inc.,
recorded an increase in revenues
of 29 percent in 2000 compared
to the preceding year, due in
large part to the completion of
an innovative public-private
partnership with the El Paso
County Water Authority (EP-
CWA) in Texas.

ECO assisted the EPCWA in
financing, managing construc-
tion of and operating a state-of-
the-art reverse osmosis water
treatment facility. For its work,
ECO Resources received one of
only five national awards given
for 2000 by the National Council
of Public and Private Partner-

ships.

OPTECH

In August 2001, ECO ac-
quired OpTech, Inc., an Atlanta-
based water and wastewater
contract operations company.
The move added 250 employees

and about $10 million in annual
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T The tacts and figures behind

l Southwest Water’s achieve-
ments are not anomalies; instead,
they are the continuation of a
proven track record. In the five
years from 1996 to 2000, revenues
increased from $66 million to $105
million. Operating earnings per
share increased from $.24 to $.62
and return on equity from five to
12.2 percent.

The stock market has recog-
nized the company’s impressive
financial performance —South-
west Water’s market capital-
ization more than quadrupled
between 1995 and 2000.

An investor who invested $10,000

in Southwest Water on December

The facts and figures...
are not anomalies;
instead, they are the
continuation of a
proven track record.

31, 1995, and reinvested all divi-
dends would have seen it grow to
$41,000 by the end of 2000, signifi-
cantly outpacing the Standard &
Poor’s 500 index and the Russell
2000 Small Cap Index. It would
also have exceeded by 92 percent
the results of all companies in the

Water Utility Index combined.

Isit 1§
working?

Southwest Water:
The next wave

Reﬂecting on the company’s

growth from a single, seren-
dipitous well in a walnut grove to
alarge full-service water manage-
ment company serving more than
1.5 million people in 29 states,
Tony Garnier says, “As the water
industry continues to evolve, the
opportunities for Southwest Wa-
ter will multiply. Our challenge
is to seize and act upon those op-

portunities in ways that benefit

our shareholders, our customers
and our employees. We have been
very successful in doing so in the
past; I have every confidence that
we can achieve additional success

in the years ahead.”

é

For more information about Southwest
Water Company, please visit our website
at www.southwestwater.com or call us at
(626) 915-1551.

Exchange Commission filings of the Company.

Statements contained in this document that are not based on historical fact are “forward-looking statements” within the meaning of the Private Securities Litigation
Reform Act of 1995. (These statements are only predictions.) Actual events or results may differ materially from those expressed or implied by such forward-looking
statements as a result of known and unknown risks and uncertainties facing the Company. Although the Company believes that its expectations are based on rea+
sonable assumptions, there can be no assurance that actual results will not differ materially from its expectations. Factors that could cause actual results to diffe
from expectations include: (i) the ability to increase rates; (ii) the ability to renew existing contracts and enter into new contracts; (iii) contract terminations; (iv) the
ability to recover water quality maintenance expenses; (v) the effect of weather conditions on water conservation and the Company’s ability to perform billable work
(vi) environmental regulations and contamination testing and removal requirements; (vii) capital expenditures and (viii) other factors referenced in Securities and




