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Executive Summary
Study Background and Scope

Regional water systems are vital to the public health, drought resilience, and economic
development of the State of North Dakota (North Dakota or State). The State has made
significant investments in regional water system development and is committed to supporting
their effectiveness and sustainability. To pursue this commitment and to satisfy Section 21 of
House Bill 1020 (2025), this study analyzesthe current governance and financing approaches of
three regional water systems in North Dakota — the Southwest Pipeline Project (SWPP),
Northwest Area Water Supply Project (NAWS), and the Red River Valley Water Supply Project
(RRVWSP) —and provides recommended options to strengthen their long-term governance and
finances.

Approach, Processes, and Procedures
This study was conducted utilizing a three-phased approach as detailed below:

Phase 1: Discovery and Data Collection — during Phase 1, the team conducted desktop
research, interviewed 33 system stakeholders, and reviewed over 150 governance,
regulatory, legislative, and legal documents to gather information on the history and
current status of the three systems.

Phase 2: Governance and Finance Analysis — during Phase 2, the team analyzed the
current governance and financing approaches of each system to identify key strengths,
weaknesses, opportunities, and challenges.

Phase 3: Options and Alternative Model Development — during Phase 3, the team
identified three recommended options for improving each system’s governance and
financing, assessed each option against a set of evaluation criteria, considered benefits and
tradeoffs, and outlined implementation roadmaps.

The underlying goals throughout these three phases were to:
e Surface key information,
e Engage important stakeholders,
e Conduct independent and data-driven analysis, and

e Generateactionableandimpactful recommended options forimprovingthe governance
and finance of SWPP, NAWS, and RRVWSP.

Additionally, the project study team engaged regularly with Department of Water Resources
(DWR) staff to confirm that understandingand insights aligned with realities on the ground. The
study team also provided formal project updates to the State Water Commission (SWC) and the
State’s Interim Legislative Water Topics Overview Committee.

Evaluation Criteria

The study developed and utilized nine evaluation criteria (in Figure 1) (the Evaluation Criteria)
that focus on the critical components of good water system governance and financing. These
Evaluation Criteria are customized to fit North Dakota’s requirements while utilizing leading
practices such as the United States Environmental Protection Agency's (EPA) effective utility
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management attributes, American Water Works Association’s (AWWA) utility benchmarking
system, and the Baldridge Institute's organizational excellence framework. This framework was
used to assess the current model for governance and finance for each of the systems and the
impact of potential options to improve or replace those models.

Recommended Options for Systems Figure 1: Introduction to Evaluation Criteria
Improvements
SWPP, NAWS, and RRVWSP are each unique in [ 1. Alignment of Risk Burden with Decision-Making
their scope, purpose, timing, and funding Authority

h d | hi dvd 2. Effectiveness of Current Governance Structure and
approach and, as a result, this study does not Authority
pursue a comparative analysis of the three 3. Level of Stakeholder Representation, Transparency,
projects but rather focuses on how to improve and Public Accountability

h d fi . f h 4. Alignment of Structure, Capacity and Capabilities with
the governance an Inancing ot eac system Stated Policy, Strategy and Goals

on anindividualbasis. Table 1 summarizes each |s. Feasibility and Relative Impact of Implementing

system’s current key governance and finance Recommendations
6. Efficient Use of State and Local Resources and

challenges and the potential options to Availability of Alternatives
improve or replace those models. 7. Long Term Affordability for Stakeholders
8. Structured to Address Future Risks and Facilitate
Each of the recommended optionsidentified in Sustainability
the study has associated benefits, costs, and 9. Ability to Attract Federal, State and Local Investment

tradeoffs (discussed more in depth in the

detailed analysis), which must be weighed by State leadership in determining the best path
forward for these water systems. By identifyingthe State’s priorities and taking appropriate and
relevant action, these three systems can be positioned to efficiently utilize the State’s resources
and improve the health and economic opportunity of North Dakotans for decades to come.
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Table 1: Executive Summary Table

e Wholesale and retail water supply
system in southwest North Dakota

e Owned by the State

o Day-to-day management,
operations, and maintenance
(O&M) by the Southwest Water
Authority (SWA)

e 100% upfront construction
funding from State with perpetual
capital repayment funded from
user fees

e Wholesale water supply system in
northern North Dakota (in final
construction)

e Owned and operated by the State

e Local interests represented by
NAWS Authority

® 65% State / 35% Local Cost-share
(funded with 1% sales tax in Minot)

® Drought mitigation project to
deliver supplemental water from
McClusky Canal to Red River Valley

e Pipeline owned and operated
(when complete) by Garrison
Diversion Conservancy District

e Downstream distribution to be
managed by Lake Agassiz Water
Authority

©75% State/ 25% Local Cost-share

o Limited formal local control over
buildout decisions

e Potential incentive mismatch in
buildout decisions due to no
upfront local investment

e Replacement and Extraordinary
Maintenance (REM) fund reserves
may not be sufficient

o Indefinite capital repayment
obligations limit the ability to
reinvest those funds back into
project if ownership is transferred

e Lack of a clear and strategic long-
term buildout and financial plan

o Lack of definition of authority and
role for NAWS Authority to play in
decision-making processes

o NAWS Authority currently has no
staff to support its operations

e Communities in the NAWS service
area pay different water rates

e Some communities in the NAWS
service area must remain rural
water customers

o Long-term financial strategy and
plan not yet developed

e No clear key performance
indicators (KPIs) for tracking cost
effectiveness and O&M

o Significant disagreements and lack
of trust between GDCD and LAWA

e Decision-making authority not well-
aligned with risk

e Scope, roles, and responsibilities
are not enforced in line with the
Cooperation Agreement

o Critical elements of project planning
and structure still to be developed

e Long-term financial strategy and
business plan not yet defined

Keep State ownership and O&M by
SWA; formalize a collaborative
short- and long-term planning
process

Keep State ownership and O&M;
formalize and strengthen Authority
consultation, strategy, staffing, and
performance tracking

Maintain the current governance
structure with improvements to
address the weaknesses of the
current model and reduce conflict,
including increased informal
engagement and mediation by DWR

Keep State ownership and O&M by
SWA,; use capital repayment to
backstop long-term financing

Keep existing structure through
construction; build NAWS Authority
capacity to assume O&M after
completion

Integrate SWC into a formal
oversight and leadership role for
the project

Transfer ownership to SWA; keep
capital repayment in-system and
use it to backstop long-term
financing

Keep existing structure through
substantial completion; outsource
O&M with oversight performed by
DWR and supported by NAWS
Authority

Transfer ownership and operational
authority of the project to SWC

North Dakota State Water Commission - Regional Water Systems Governance and Finance Study



Introduction to Study
Study Background and Scope

North Dakota has made significant investments in the development of regional water
systems that underpin community well-being, strengthen the State’s ability to withstand
drought, and help sustain economic activity. The State is focused on ensuring these systems
can remain effective and sustainable over time. To advance this commitment, North Dakota’s
69th Legislative Assembly passed Section 21 of House Bill 1020 (HB 1020),! which directed
SWC to study the long-term governance and finance models of three major regional water

supply systems in the State: SWPP, NAWS, and RRVWSP, along with the key operational and
organizational factors that shape how each system functions.

In furtherance of this mandate, SWCand DWR sought out an independent and objective
vendorto analyze the current governance and finance approaches of SWPP, NAWS, and
RRVWSP and provide recommended options to strengthen the long-term governance and
finance of the three systems. This study report is intended to satisfy the requirements of
Section 21 of HB 1020.

Having an effective governance and finance approach is essential for North Dakota’s
regional water systems. Effective governance clarifies:

e Who owns assets,

¢ Who makes decisions, and

e Who is accountable for performance, risk, and long-term outcomes.
Additionally, effective financing:

e Enables stable, transparent funding that aligns costs with benefits,

e Supports affordability for users, and

e Sustains operations, maintenance, and future capital needs, especially as conditions
shift with drought, growth, and regulatory requirements.

Together, effective governance and financingimprove reliability, cost-effectiveness, and public
trust, helping the State maximize the impact of its limited water funding.

SWPP, NAWS, and RRVWSP have been developed with different objectives, circumstances and
funding models, creating a variety of approaches to ownership, decision rights, cost-share, and
long-term fiscal sustainability. Given the unique characteristics of each system, this study seeks
to identify opportunities to strengthen the governance and finance of each individual system
within its own context to enable each system to effectively and efficiently serve the needs of its
users, steward State resources, engage stakeholders, make informed decisions, and drive its

1Section 21 of HB 1020 (2025) states: “During the 2025-26 interim, the state water commission shall study the long-term governance and
finance models of select regional water systems in the state. The study must include the operational and organizational aspects of the
southwest pipeline project, northwest area water supply project, and Red River valley water supply project. The state water commission is not
subject to procurement requirements under chapter 54-44 for the purpose of contracting with a consultant for this study and may contract for
the study only with an entity that does not receive direct or indirect benefits from any regional, municipal, or rural water system within the
state. Funding for the study is included in the appropriation in the discretionary funding line item in section 1 of this Act. The state water
commission shall provide a draft report to the legislative management by March 31, 2026, regarding the results of and any recommendations
from the regional water systems governance and finance study.”
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long-term sustainability. To identify those opportunities, the study includes an assessment of
the strengths, weaknesses, opportunities, and challenges of the current model for governance
and financing of each of the three systems, opportunities for improving the existing models,
and potential alternative models, including benefits and tradeoffs, and implementation
roadmaps for each option.

The study has generated actionable insights for impactful decision-making that can maximize
the benefits of the three regional water systems for the State for decades to come.

Water in North Dakota

Statewide water governance and financingis driven by two bodies in North Dakota — SWC and
DWR. SWC functions to promote water resource development throughout the state and
reviews requests for water projects seeking financial assistance. DWR has the authority to
investigate, plan, construct, and develop water related projects. DWR also functions as a
mechanism to financially support these water projects throughout North Dakota.

SWC is chaired by the Governor and made up of the Commissioner of Agriculture and eight
Governor-appointed members, each serving six-year terms and representing statewide water
basinsand interests. DWR is headed by its Director, who is a member of the Governor's cabinet
and provides overall leadership and decision-making.

North Dakota’s water supply storyis shaped by extremes of recurring drought cycles that affect
communities, agriculture, and infrastructure across the entire State. Major historical droughts
include the Dust Bowl era and the 1988 drought, which drove agricultural losses exceeding $1B.
More recently, the 2020-2021 Missouri River Basin drought contributed to multibillion dollar
losses across water resources, ecosystems, and agricultural systems.

North Dakota’s water supply challenges are both quantity related and quality related. The
Missouri River carries about 96% of the State’s river and stream flow annually and serves as the
main source for major water supply projects across the state. From a quantity perspective,
reliance on this key supply feature magnifies the impacts of droughts on residents and
businesses. From a quality perspective, groundwater has often failed to meet secondary
drinking water standards. For example, communities across Northwest North Dakota
experience significantly elevated total dissolved solids, including iron, manganese, sodium,
sulfate, and other contaminants.

To reduce vulnerability to local groundwater limitations and variable surface-water conditions,
North Dakota has built and expanded regional and rural water systems that treat and deliver
water over long distances to communities, farms, and businesses. These systems are critical
where local sources are insufficient or of poor quality. In addition to the financial assistance
from the State, these systems are supported by technical, managerial, and financial assistance
from entities such as the North Dakota Rural Water Systems Association. Some of the largest-
scale initiatives include:

e The Southwest Pipeline Project, which delivers Missouri River water to tens of
thousands across communities and rural connections in southwest North Dakota,

e The Northwest Area Water Supply Project, a wholesale water system designed to
alleviate quality and quantity challenges in north central North Dakota, and

North Dakota State Water Commission - Regional Water Systems Governance and Finance Study 8



e The Red River Valley Water Supply Project, a pipeline in development to strengthen
drought resilience in central and eastern North Dakota by delivering Missouri River
water from the McClusky Canal after treatment to the Sheyenne/Red River system.

These investments intersect with major water-using sectors such as agriculture, where water is
used to support higher-value and more consistent production, and energy, which uses water for
electricity production and hydraulic fracturing.

North Dakota’s oil resources have played a critical rolein the development of the State’s water
infrastructure. In North Dakota, 20.5% of oil extraction tax revenue is allocated to the
Resources Trust Fund (RTF), which serves as the primary state funding source for water
development projects. RTF funds and certain federal funds are legislatively appropriated to
DWR and allocated towards SWC-approved projects, usually alongside local cost-sharing
requirements and sometimes federal matching funds. With oil extraction tax revenue projected
to decline, thereis a strong likelihood that the demand for RTF funding for water infrastructure
projects will exceed supply over the next decade. Large regional water projects like SWPP,
NAWS, and RRVWSP represent a large portion of the State water funding from the RTF, making
it importantthat fundingforthe regional water systems is used efficiently and cost-effectively.

North Dakota State Water Commission - Regional Water Systems Governance and Finance Study 9



Analysis Approach and Evaluation
Approach, Processes, and Procedures

This study was conducted utilizinga three-phased approach (see Figure 2) that was designed to
surface key information, engage important stakeholders, conductindependentand data-driven
analysis, and generate actionable and impactful recommended options for improving the
governance and finance of SWPP, NAWS, and RRVWSP. Throughout these three phases, the
team engaged regularly with DWR staff to confirm the understanding and insights aligned with
realities on the ground and provided formal project updates to SWC and the Interim Legislative
Water Topics Overview Committee at multiple phases of the project. The three-phased
approach is described more fully below:

Figure 2: Multi-Phase Analysis Approach

Phase 3: Options &
Alternative Model

Phase 1: Phase 2:

Governance & Finance
Model Analysis

Discovery & Data

Collection Development

¢ Conducted document ¢ Analyzed current ¢ Developed and
review, desk research, operations, evaluated potential
and stakeholder governance, and options for improving
interviews to gather funding for NAWS, system governance
information necessary SWPP, and RRVWSP, and finance, including
to analyze the current and identified their benchmarking,
state of the three strengths, assessing cost-benefit
systems. weaknesses, implications and
* September- opportunities, and implementation
November challenges. roadmapping, and
« Key Milestones:  November - January drafted report.
« Project Kick-Off * Key Milestones: * January - May
e Collaborative * Interim Study * Key Milestones:
Meetings in Update ® Submit First Draft
Bismarck * Final Study Update
e Stakeholder e Submit Final Draft
Interviews
- 4 - J - J

Phase 1: The study engaged in extensive discovery and data collection to understand the
history and current state of each system, its governance, and its financing mechanisms. This
included gathering and analyzing over 150 legal, legislative, financial, and governance
documents and conducting extensive desktop research on the three systems and similar
regional water systems in other states. To align research and analysis with the current
circumstances of the systems, the team engaged with a wide selection of relevant stakeholders,
including interviewing 33 board members and leadership staff of all of the key organizations
engaged with the governance of the three regional water systems, including SWC, DWR,
Southwest Water Authority (SWA), Northwest Area Water Supply Authority (NAWS Authority),
Garrison Diversion Conservancy District (GDCD), and Lake Agassiz Water Authority (LAWA).

North Dakota State Water Commission - Regional Water Systems Governance and Finance Study 10



Phase 2: Insights from document review, research, and stakeholder interviews were used to
analyze the governance and financing mechanisms of the three systems. The team created the
Evaluation Criteria (described more fully in Table 2) drawing on leading practices in governance
and finance of water systems. The Evaluation Criteria were then used to conduct an analysis of
the strengths, weaknesses, opportunities, and challenges (SWOC Analysis) of the governance
and financing structures of each of the three systems.

Phase 3: The study focused on developing potential options for addressingthe weaknesses and
challenges of the governance and financing of the three systems identified in Phase 2, including
enhancements to the current model and potential alternative models and approaches to
strengthen the three systems. These efforts included identifying peer water systems and
collecting leading practices for use in North Dakota; identifying performance metrics to track
efficacy of improvements to system governance and financing; assessing the cost-benefit
implications of potential models; identifying potential legal or institutional hurdles for
improvements; and developingan implementation roadmap for each identified option. Phase 3
culminated in the development of this report, which provides observations, considerations, and
options for decision-makers to evaluate the best path forward for each of the three systems.

Stakeholder Engagement

A critical component of the data collection and analysiswas direct engagement with leadership
and staff of the various State and regional authorities involved in planning, operating, and
managing the SWPP, NAWS, and RRVWSP projects. The study team reached out to leadership
and staff of each authority and requested the opportunity to interview key stakeholders about
their unique perspectives. Based on suggestions provided by the authoritiesand DWR staff, the
study team conducted 33 interviews with leadership, staff,and board members of SWA, NAWS
Authority, GDCD, and LAWA, as well as five of nine SWC Commissioners and numerous DWR
staff. These conversations shaped the background context and understanding of key priorities,
challenges, and opportunities faced by each system. These stakeholders provided unique
insightinto operational difficulties, structural headwinds, and hurdles to good governance that
were not readily apparent from the desk review and research.

Evaluation Criteria

To support a multi-dimensional assessment and evaluation of the current status of the
governance and financing of the three regional water systems and potential improvements and
alternative models for those systems, the study developed and utilized nine Evaluation Criteria
that focus on the critical components of good water system governance and financing
(described in Table 2). The Evaluation Criteria were developed utilizing leading practices in
water systems governance, including frameworks such as EPA's effective utility management
attributes, AWWA'’s utility benchmarking system, and the Baldridge Institute's organizational
excellence framework. While qualitative in nature, the Evaluation Criteria guided the
identification of strengths and weaknesses of governance and finance models, as well as the
benefits and tradeoffs of improvements and alternative models.

North Dakota State Water Commission - Regional Water Systems Governance and Finance Study 11



Table 2: Evaluation Criteria Framework

Alignment of Risk Burden
with Decision-Making
Authority

Authority and decision-making structures

Responsibility for future funding requirements, including future Operations and
Maintenance

Alignment of risk with decision authority (operational, financial, and reputational
risks might require different alignments)

Effectiveness of Current
Governance Structure
and Authority

Speed and efficiency of decision-making

Clearly documented roles and responsibilities (board, management, staff)
Clear decision-making processes and parameters

Strong conflict resolution infrastructure

Level of Stakeholder
Representation,
Transparency, and Public
Accountability

Representation diversity (geographic, demographic, sectoral)

Formal disclosure mechanisms, frequency of public disclosure documents/events
Accessibility of board decisions and meeting minutes, transparency of information
Accessibility of project financing decisions and meetingminutes through expected
channels

Regularity and openness of meetings

Ethics and conflicts of interest policies

Alignment of Structure,
Capacity, and
Capabilities with Stated
Policy, Strategy, and
Goals

Documented strategy/mission/vision

Regular action plans in line with strategy/mission
Mechanisms for long term planning

Adaptation plan/strategy

Use of leading practices or management models
Equitable stakeholder representation

Reliable service to customers

Feasibility and Relative
Impact of Implementing
Recommendations

Level of effort required to change to new structure or model

Impact of change relative to level of effort

Legal viability, potential for legal challenges costing time and money
Availability/viability of alternative models

Governance/financial benefits

Efficient Use of State and
Local Resources and
Availability of
Alternatives

Efficient use of State and local capital

Analytics and metrics to track performance of capital, construction, and
operations

Proactive risk forecasting and mitigation

Long Term Affordability
for Stakeholders

Clear and consistent rate structure

Proactive rate change and long-term planning communication to rate payers
Cost-Share designed for long term sustainability

Appropriate balance of current circumstances and potential future emergencies

Structured to Address
Future Risks and
Facilitate Sustainability

Proactive focus on risk and sustainability
Invest in mitigating impacts of future risks
Long term strategy and planning
Flexibility to adjust to new challenges

Ability to Attract Federal,
State, and Local
Investment

Financing-friendly ownership and governance structures
Willingness/ability of management to seek additional partnerships and
collaborations
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Important Assumptions and Limitations to Study

While this studyis intended to be a robust review and analysis of the governance and finance
models of SWPP, NAWS, and RRVWSP, there are some important assumptions and limitations
to the scope of this study and the related analysis that should be noted, including:

The documents reviewed onlyincluded those provided by DWR staff and stakeholders,
as well as independent research, listed in the attached bibliography;

The studyteam only interviewed those stakeholders who were chosen by the relevant
organizations and did not include any customers of the systems;

The study focuses on the governance and finance approach for each of the systems
based on the current purpose and scope for the project and any deviations from or
expansions of that purpose and scope may require additional study and analysis (e.g.,
branch pipelines for RRVWSP);

Water rights issues that extend beyond the scope of the three systems (e.g., water
rights at Baldhill Dam and Lake Ashtabula) were not within the scope of this study and
were not specifically considered nor addressed in the analysis; and

Each of SWPP, NAWS, and RRVWSP are unique in their scope, purpose, timing, and
fundingapproach and as a result, this study does not do a comparative analysis of the
three systems. Rather, it focuses on how to improve the governance and finance of each
of the three individual systems.

North Dakota State Water Commission - Regional Water Systems Governance and Finance Study 13



Regional Water Systems Detailed Analysis

This section of the Study provides a detailed assessment of each of the three regional water
systems, including its history, status, current governance, and finance structures, a SWOC
Analysis, opportunitiesto improve the current model, and alternative models to strengthen the
governance and finance of the system. While some weaknesses cut across all three systems
(see Common System Governance Enhancement Opportunities and Common System Finance
Enhancement Opportunities sections below), the analysis and options are tailored to the
specific regional water system being addressed.

Southwest Pipeline Project

Project Development History and Current Status

SWPP is a regional water supply initiative
intended to address chronic water
supply constraints in southwestern
North Dakota by developing a pipeline
transmission and retail delivery system
to supply water for domestic, rural,
industrial, and municipal uses.
Construction of the system began in
1986, and the project’s scope broadened
in 1989 to integrate rural water
distribution into the development
approach. Today, SWPP is a State-owned
system with over 5,200 miles of
pipelines that serve more than 58,000
customers across 33 communities and
approximately 7,700 rural service
locations. The project provides over two
billion gallons of treated water to its customers annually.

Figure 3: SWPP Map

N, Southwest Pipeline
Project

“Missouri West Water System

SWPP currently has four primary areas of focus beyond servicing its current customer base:

1. There are roughly 1,700 customers waiting for service, and SWA considers it a top
priority to expand the system to connect these potential customers.

2. The Southwest Water Treatment Plant (SWTP) is currently being expanded to grow
capacity from 6 million gallons per day (MGD) capacity to an ultimate 18 MGD, with
construction expected to be completed in 2027. With funding secured for the SWTP
expansion, successful completion of this project will provide reliable water treatment
capacity for SWPP.

3. SWPP has identified microbiologically influenced corrosion (MIC) as a driver of
accelerated internal deterioration in certain metallic pipeline segments. MIC creates
structural integrity risk and is forcing the program to address key uncertainties such as
the true extent and pace of MIC across the pipeline network, optimization of the
replacement through improved inspection, condition assessment and prioritization, and
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identification of additional segments due to constructability constraints and inflationary
pressures.

4. A supplementary raw water intake for SWPP has been in the plans since 2012. With
three failed drilling attempts and extended time lost due to the failures, successful
completion of the supplementary raw water intake is critical for the project.

Current Governance and Financing Structure

SWPP is a State-owned project administered and developed by SWC and DWR. The project is
operated and maintained by SWA. As owner, SWC and DWR are responsible for managing
capital construction and investment for SWPP. Instead of a traditional cost-share approach
used by other systems, the State funds 100% of the upfront costs of SWPP capital construction
in exchange for the perpetual stream of capital repayment, which is collected by SWA as part of
user fees (adjusted annually using the Figure 4: SWPP Current Structure
Consumer Price Index (CPI) as noted in (& Logslative

the agreement that transferred Ap%:c:guri;:on pvmership.
management and operations and SWC/DWR &100% Funding
maintenance (O&M)to SWA) and repaid

into the RTF. Capital repayments
currentlyamount to approximately $7M
per year and will continue indefinitely
without regard to any target cost-share
percentage. SWA reports that customers
have repaid over S109M in capital $) User Fees

repayment through 2025.
_ SWA Users
SWA has been respOHSIb|e for the day_ RTF has not been the sole funding source for SWPP.

to-day management, operations, and

maintenance of SWPP since 1996 under a contract with SWC. SWA, a political subdivision
establishedin 1991, is governed by a 15-member Board of Directors representing 12 countiesin
southwest North Dakota and the cities of Dickinson and Mandan. SWA employs a full-time
Manager/CEO who leads SWA’s customer-facingadministration, and O&M of the system. When
it comes to overall system stewardship, SWA supports the State in ongoing development,
planning, and preparing biennium funding requests. SWA is also responsible for customer
administrative practices such as user fee collection. This governance split effectively separates
statewide program stewardship (State ownership and administration) from regionally managed
operations and maintenance (SWA as the operating authority).

SWA collects user fees from its customers based on water usage that fallinto three broad types
and purposes. First, the bulk of the user fees are base water use fees that fund regular
expenses such as salaries, operating and regular maintenance costs, and administrative
overhead. Second, SWA collects a formula-based capital repayment fee that is paid back to the
State in the form of perpetual capital repayment, adjusted annually according to increases in
CPI. Third, user fees contribute to the growth of a fund established for replacement and
extraordinary maintenance (REM) to enable at least portions of future large-scale capital
investment to maintain the system.
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In support of continuing capital needs, SWPP’s 2023-2025 biennium request totaled $131.6M
across major initiatives (treatment expansion, transmission improvements, hydraulic
improvements, and supplementary intake pump station) with $130M appropriated by the
Legislature. In the 2025-2027 biennium, the request totaled $150M with $101M appropriated
by the Legislature. The request and appropriation illustrate ongoing reliance on State capital
appropriations alongside fee-based repayment and reserves.

Key Governance and Financing Challenges

Several critical governance and financingchallenges have emerged from the SWOC Analysis for
SWPP, which is summarized in Table 3. SWPP’s primary governance challenge arises around
decision-makingrelated to the control and prioritization of system expansionand infrastructure
improvements. With over 1,700 potential customers remaining on the waitlist there is
significant need for continued capital investment, but the cost per new connection of these
investments continues to escalate as the connections become more complex and remote.
While DWR staff consults with SWA regarding SWPP  Figure 5: SWPP Current State
expansion and prioritization decisions, the State, as
owner of SWPP and sole upfront funder of capital ST e e
investments, has the ultimate decision-making Alignment of Risk Burder with|Decision
authority for the execution of system expansion. Making Authority

Medium

To complicate matters, the capital repayment model | ciectiveness of Current Governance
creates potential financial misalignmentbetween the | Structure & Authority High
interests of SWC and SWA in system expansion
decisions. Unlike a traditional cost-share model that
requires some upfrontlocal investment (i.e., “skin in

the game”), under the current capita.l repayment ’é!ir;?jl:;;’fvf::‘;‘;ﬁd(;ao’:l’li‘;'ty &
approach, the State fundsall upfrontinvestmentand | swategy & Goats High
the capital repayment collected from the system Erficiont Use of State and Local
users remains unchanged no matter the cost- Resources and Availability of
effectiveness of a capital investment (subject to an | Alternatives

agreed upon cap on the cost per new connection). || ;g Term Affordability for
Thus, the State has an interest in managing the Stakeholders Medium
upfront buildout costs, while SWA has limited
incentive to prioritize cost-effectiveness in reaching

Level of Stakeholder Representation,
Transparency & Public Accountability High

Medium

Structured to Address Future Risks and

Facilitate Sustainability Medium
the 1,700+ customers on the waiting list. This
disconnect between interests, incentives, and Ability to Attract Federal, State and

Local Investment Medium

decision-making has the potential to lead to
increased misalignment between SWC and SWA
going forward as investment decisions become more complex, particularly without shared
strategic and financial plans and a strong performance monitoring system.

SWPP has been operational for many years, and the aging pipeline system will likely incur
significant REM expensesin the near future. While a REM reserve fund has been established to
help cover those costs as required by N.D.C.C.§ 61-24.5-21, concerns were expressed by
certain stakeholders that those funds may not be sufficient over the longer term. This
represents a considerable risk particularly if ownership of the project is transferred to SWA.
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Finally, the capital repayment approach to cost-share has some weaknesses that are
exacerbated by the current funding environment and alternative ownership models. As
identified in a study of the cost-share program performed in parallel to this study, there is a
projected near-term shortfall in the RTF, which will make it more challenging for the State to
pay 100% of the upfront costs of the remaining SWPP buildout. In addition, if ownership is
transferred to SWA without changes to the current capital repayment structure, the perpetual
capital repayment obligation would limit the ability of SWA to reinvest those funds back into
the project over the long-term and would likely make the economics of the project unworkable
for SWA. While this does not mean that the capital repayment approach should be abandoned,
it does require that options are considered to address these limitations.

Table 3: SWPP SWOC Analysis

e Well-functioning system that is generating revenue
and delivering water to the customer base in
southwest North Dakota

e Have been able to expand initial project scope and
customer base over life of the project

e Clear understanding of project scope and purpose

e Have capital repayment stream built into rates,
which has generated the equivalent of 32% of State
funding and 23% of total project funding as of
December 2025

e SWA has a sufficient CEO and staff structure to
support operations

e O&M Agreement in place

e Exploring alternative operations and delivery models
to address current challenges

e Additional unmet demand for water supply (1,700+
potential customers on waiting list)

e Potential to restructure perpetual capital repayment
into something mutually beneficial for the State and
SWPP

e Create mutually beneficial partnerships with private
industry to advance economic development

e While DWR/SWA collaboration has been strong,
limited formal local control over system buildout
decisions

e Potential incentive mismatch in buildout decisions
due to no upfront local investment

e Reserves for REM may not be sufficient

e Indefinite capital repayment obligations of S7TM+ per
year limits the ability to reinvest those funds directly
back into project

e Lack of a clear and strategic long-term buildout and
financial plan

e No clear KPIs or performance measurements for
determining cost effectiveness of O&M

e Significant investment still required to reach unmet
customer demand and the cost per new connection is
increasing

e Declining expected oil extraction tax revenues
invested in the RTF could make future funding less
certain
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Recommended Options to Improve Governance and Finance Models

After analyzingthe current governance Table 4: SWPP Peer Project Spotlight
and finance model for SWPP and
assessing potential solutions to the
major weaknesses and challenges for
the governance of the project using
the Evaluation Criteria, the study has
identified three potential options for

Like SWPP, the Lewis and Clark Regional Water System
(LCRWS) that spans parts of South Dakota, lowa and
Minnesota is a large, phased regional water supply system
improvingthe governance and finance | pyilt to solve long-term water quality and quantity challenges
model of SWPP: for a mix of cities, rural users, and rural water systems. Both
systems deliver supplemental water from a major river source
and have sought to expand their original configurations as

e Option1: Keep State ownership

and SWA operations and demand grew. SWPP can draw on a couple of practical lessons
implement collaborative from the Lewis and Clark system. First, LCRWS shows the value
planning process to align on of stronger member-driven capital alignment, where

buildout decision-making. beneficiaries co-fund additional construction and commit early

) ) to future capacity increases, which can improve expansion
e Option 2: Keep State ownership discipline as SWPP pursues growth. And second, LCRWS

and SWA operations and use demonstrates the benefit of diversified and flexible financing,
capital repayment to backstop including pursuing funding from a variety of sources to keep
a long-term loan or bond construction moving when outside funding pressure grows, a
issuance. model SWPP could adapt for priority expansions instead of

relying so heavily on a single state-centered repayment
e Option 3: Transfer ownership structure.

to SWA and keep capital

repayment in-system and use it to backstop a long-term loan or bond issuance.

Option 1 — Keep State ownership and O&M by SWA, implement collaborative planning
process to align on buildout decision-making, and deploy a performance monitoring program

This option preserves the current governance split between State ownership and SWA
responsibility for O& M and focuses on removing one of the biggest points of uncertainty: how
remaining buildout decisions should be made to fully incorporate local understanding of
outstanding needs. This option seeks to better align SWA and SWC priorities through a more
collaborative and structured approach to planning buildout and financing decisions. To
decrease investment priority misalignment between SWA and the State, SWA and SWC would
coordinate and formalize a collaborative short and long-term planning process that builds on
the current ongoing collaboration between DWR, the SWA Board, and SWA staff to provide
additional structure for SWA to communicate the local perspective of pressing buildout needs
and the Stateto provide context and details about investment priority criteria and
magnitude. The result of this planning process will be a clear long-term financial plan for
remaining system buildout and REM, including a build out schedule with sequencing and
prioritization (including limits and thresholds for uneconomical system
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expansion). The financial model Figure 6: SWPP Option 1 Proposed Structure
should include detailed revenue, (© Logisatws o
cost, and funding projections, and e Admimstration
plans for revenue and rates SWC/DWR 8 100% Funding
management, REM, capital

improvements, reserve funds, and
financial monitoring.

In addition, SWC and SWA would
implement a performance
monitoring program using targeted

. L .. . ($) User Fees
metrics to inform decision-making, --
. . . STATE LOCAL
track progress against the financial SWA Users
. . *RTF has not been the sole funding source for SWPP.
plan, and monitor the impact of
State funding. Additional details on

performance monitoring, including potential metrics, can be found under “Common System
Governance Enhancement Opportunities” at the end of this report.

Summary of Benefits and Tradeoffs

This option is a “low disruption” governance refinement that would tighten collaborative
decision rules, align planning expectations, and improve performance tracking without
changingwho owns assets or who operates them. Option 1 can strengthen risk forecasting and
mitigation and improve the transparency of buildout decision-making and when and how REM
spending is approved.

The level of effort of implementing Option 1 is low to medium and the feasibility is high
because it can largely be implemented through administrative rule, policy and procedure
updates, rather than wholesale statutory restructuring.

The following summarizes the benefits and cost implications of Option 1:

Benefits: The primary benefits are improved clarity through collaborative decision-making
(reducing ambiguity-driven delays), and better forecasting of capital needs. This restructuring
would shift buildout decisions from negotiated case-by-case outcomes to a more structured
and strategic approach within a repeatable decision-making framework. This approach also
helps strengthen the alignment of risk with decision-making authority as it gives local
stakeholders, which have repaid over 23% of total project cost to date and will be making
capital repayments indefinitely, a greater say in buildout and REM decisions. The more
collaborative long-range planning can reduce ad hoc capital requests, support steadier reserve
behaviors, and modestly improve stakeholder affordability through fewer emergency-driven
cost spikes, while keeping the underlying rate and cost-share framework largely intact.

Tradeoffs: The key tradeoffs are decreased financial flexibility and increased engagement
requirements for the State. Working more collaboratively with SWA will take additional time
and effort to find consensus in long-term planning efforts that balance both State and local
priorities. State costs are modest and primarily administrative, including a one-time effort to
define multi-year asset planning expectations, update governance and process documentation,
and conduct stakeholder communications and administrative logistics.
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SWPP Option 1 Implementation Roadmap and Responsibilities

The following table sets forth the key components, timeline, responsibilities, and legislative
actions or other authorities required to implement SWPP Option 1:

and corrective-
action assessment.

First 3 Months: DWR, SWA SWC; SWA SWC; SWA SWPP Can be implemented
Establish the joint Staff Board Board; Legal Stakeholders | through
SWC/DWR-SWA Counsel administrative/board
planning structure, action, interagency
including charter, protocols.

roles, meeting

cadence, and

escalation

protocols.

Months 4 to 6: DWR, SWA SWC; SWA SWC, SWA SWPP Requires policy and
Adopt common Staff Board Board; Legal Stakeholders procedure updates
buildout Counsel by SWC and SWA.
prioritization

criteria, eligibility

definitions,

uneconomical

expansion

thresholds.

Months 6 to 12: DWR; SWA SWC; SWA SWC; SWA Legislature; Can be completed
Develop the Staff Board Board SWPP under existing
integrated short Stakeholders | authority. The main
and long-range legislative implication
buildout and is use of the plan to
financial plan and support future
establish the appropriation
performance requests.
monitoring

framework and KPI

definitions.

Annually: Conduct DWR; SWA DWR SWC; SWA SWPP Can be completed
annual plan update | Staff Board Stakeholders under existing

authority.

Option 2 — Keep State ownership and SWA operations; use capital repayment to backstop a

long-term loan or bond issuance

This option keeps the current governance structure with State ownership and SWA managing
O&M but changes the financing model to address short-term RTF funding challenges while
strengthening the longer-term financial footing of SWPP. Under this option, the capital
repayment stream (or an applicable portion of it) would be rechanneled back into SWPP and
pledged to secure a long-term (i.e., 30-40 year) bond or loan, funding a significant portion of
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near-term buildout. Depending on
debt structure, tenor and interest
rate, the loan could reduce upfront

Figure 7: SWPP Option 2 Proposed Structure

($) Limited & Ownership

investment required from the RTF Only By & Loan/Bond

Proceeds

by $100-200M and cover a .
significant portion of the estimated

SWPP funding requirements over

the next 10 years. By explicitly

using the capital repayment

stream to support a long-term oA

borrowing strategy, the system can --
accelerate capital investment and

system expansion and mitigate ($ User Fees

funding risks for the project.

Summary of Benefits and Tradeoffs

ant shift in how the development of SWPP is currently funded. Instead of fully-funding
capital investment from the RTF, this option leverages the capital repayment stream to
access debt capital that funds project development. While this approach is quite feasible, it
will require a moderate to high level of effort to design, structure, and execute the loan or
bond transaction and complete the necessary legislative authorizations and agreements it
will require.

The following summarizes the benefits and cost implications of Option 2:

Benefits: Leveraging the capital repayment stream could reduce near-term State upfront
funding pressure by $100-200M, covering a significant portion of the next decade’s buildout
and planned REM, which will significantly reduce SWPP’s draw on the RTF and allow RTF
fundingto be deployed for other priority projects. This option also increases the certainty
and speed of capital availability for planned projects, which directly addresses concerns
shared by SWA leadership. Additional benefits include smoother funding versus waiting for
RTF appropriations and potentially lower total lifecycle costs if proactive investment
captures construction timing advantages. Finally, because this option does not change the
capital repayment rates charged to SWPP customers, affordability remains consistent while
investmentaccelerates.

Tradeoffs: Tradeoffs include diverting the capital repayment stream away from broader State
uses for the life of the borrowing, the incurrence of an additional interest expense, and
increasing administrative complexity (e.g., increased reporting and compliance requirements).
State execution costs are both one-time (e.g., debt structuring, legal documentation, legislative
action, and enhanced forecasting and reporting) and ongoing (e.g., debt administration and
monitoring).

The main legal and institutional hurdles are debt authority and oversight considerations
(terms, repayment protections, and reporting), plus ensuring SWC and SWA governance
documents explicitly define cashflow priorities and decision rights in a way that remains
workable under covenant-like constraints.
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SWPP Option 2 Implementation Roadmap and Responsibilities

The following table sets forth the key components, timeline, responsibilities, and legislative
actions or other authorities required to implement SWPP Option 2:

financing terms,
assemble the
approval package,
and establish the
ongoing
administration and
compliance
framework.

Counsel; BND
and PFA

First 3 Months: DWR DWR SWC; SWA SWPP Likely can begin
Discussion with BND Staff, SWA Stakeholders under existing
and PFA to Board; Legal administrative
determine financing Counsel authority as a
options. planning and
diligence activity.
Months 3 to 9: DWR; SWA SWC, SWA SWC; SWA Legislature; No additional
Develop an Staff Board Board SWPP authority needed to
integrated long- Stakeholders | execute and will
range buildout and support future
financial plan (from legislative
Option 1). consideration and
financing approval.
Months 3 to 9: DWR; SWA SWC, SWA SWC; SWA Legislature; Century Code
Define the Staff Board Board; BND SWPP language allows
proposed cashflow and PFA Stakeholders | borrowing against
framework and Capital Repayment.
priority of funds
under a borrowing
structure.
Months 7 to 11: DWR; SWA DWR, SWA SWC, SWA SWPP This step requires
Adopt required Staff; Board Board; Legal Stakeholders legislative action
policy changes and | Legislature counsel including
secure legislative authorization to
authorization for enter long-term
the financing borrowing
model. arrangements.
Months 12 to 21: DWR; SWA DWR; SWC SWC; SWA Legislature; Can proceed once
Negotiate the Staff Board, Legal SWPP enabling policy

Stakeholders

decisions and
required legislative
authority are in
place.
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Option 3 — Transfer ownership to SWA; keep capital repayment in-system and use it to
backstop a long-term loan or bond issuance

This option presents the largest
governance shift: SWA becomes

imi Owi h
the sole owner and operator of O aiza & Admin Loan/Bond

i P d
SWPP, assumes control of all ae W svce T Swee e
investment and construction B DWR

Figure 8: SWPP Option 3 Proposed Structure

decisions, and uses the capital S
nershib. &
repayment stream to secure the A aon @C,ij;ﬁeé‘
long-termloan or bond. Following S
-
the transfer of ownership, the
capital repayment fees collected -
. . ser rees
by SWA would remain in SWPP

and be reinvested by SWA into

the development and

maintenance of the system rather than transferred to the State, subject to the determination
by the State and SWA that sufficient local funding has been provided for the project after taking
into account the proceeds of the long-term loan or bond. This will provide a long-term stream
of funding that promotes SWA'’s financial self-sufficiency in supporting future expansion of
SWPP. By bundling ownership transfer with the updated approach to capital repayment, this
option seeks to address one of the largest concerns expressed by SWA leadership - taking over
ownership without long term financial certainty.

Summary of Benefits and Tradeoffs

This option turns SWPP into an independent regional water system with ownership and
operation managed by SWA, an authority that was created to represent the interests of local
stakeholders. By consolidating ownership and operations under SWA, it better aligns the
governance and decision-making for the project with the end users and enhances the
accountability of SWA for system performance, long-term planning, and O&M sustainability,
which are key elements of this study’s Evaluation Criteria.

The level of effort of this option is high and the feasibility is medium because the transfer of
State-owned infrastructure likely requires statutory authorization and detailed asset-transfer
terms, due diligence, and new accountability guardrails.

The following summarizes the benefits and cost implications of Option 3:

Benefits: This option creates better alignment of incentives because, with SWA ownership, the
entity making expansiondecisions directly bears the long-run lifecycle, 0&M, and affordability
consequences, which can sharpen planning discipline, clarify accountability for performance,
and potentially improve lender confidence in a single, financeable counterparty. SWA gains

autonomy and the ability to move faster, but it assumes greater financial and reputational risk.
Benefits to the State include shifting project management responsibility away from the State
and improving governance clarity by consolidating ownership and operations. Like Option 2,

borrowingagainst the capital repayment stream and reinvestingitin SWPP creates significantly

North Dakota State Water Commission - Regional Water Systems Governance and Finance Study 23



more certainty around funding system development and REM expenses, which addresses one
of SWA’s largest concerns about taking over ownership. The upfront investment required from
the RTF will also be significantly reduced, enhancing its short-term funding position. It should
be noted, however, that the capital repayment-backed loan will not likely cover all projected
capital investments needed for SWPP to reach all potential customers, which will require SWPP
to prioritize its use of funds and/or consider additional sources of funding and financing.

Tradeoffs: Given the scope and complexity of Option 3, there are some significant
implementation costs. One-time State costs will be significant, including transfer legislation and
contracting, intensive stakeholder management, and legal fees. While the State’s direct
administrative burden will decline after the transition, it should reserve a reasonable level of
oversightto preserve public accountability as direct State control diminishes. For SWA, taking
over ownership and management of the system development and buildout will require an
expansion of both its capacity (e.g., staffing, systems, financial governance capability) and
budget, ensuring they have sufficient resources to be held to a higher bar for transparency,
conflict resolution, and performance reporting as owner of the water system they operate.
During an anonymous survey of the SWA Board, reduced access to funding was listed as the
primary cost and concern of transferring ownership to the Authority, although leveraging the
capital repayment stream helps mitigate those concerns.

The primary legal and institutional hurdles are obtainingand structuring statutory authority for
asset transfer, defining enforceable governance conditions that balance autonomy with public
oversight, and ensuring the post-transfer model remains consistent with applicable code
chapters and expectations for public accountability.

SWPP Option 3 Implementation Roadmap and Responsibilities

The following table sets forth the key components, timeline, responsibilities, and legislative
actions or other authorities required to implement SWPP Option 3:

First 6 Months: DWR; SWA SWC, SWA SWC, SWA Legislature; No additional

Conduct a legal and | Staff Board Board; Legal SWPP authority needed but

operational Counsel Stakeholders should be structured

readiness to support eventual

assessment for transfer legislation

ownership transfer. and formal transfer
documentation.

First 6 Months: DWR; SWA SWC, SWA SWC, SWA SWPP N/A

Draft the post- Staff Board Board; Legal Stakeholders

transfer governance Counsel

and oversight

framework,

including the State’s

retained oversight

rights.

Months 7 to 11: DWR; SWA DWR, SWA SWC, SWA SWPP N/A

Secure statutory Staff; staff Board Stakeholders

authority for asset Legislature
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transfer and
execute the
ownership transfer
documentation.

Months 12 to 24: SWA Staff SWA Board; SWC; SWA SWPP N/A

Structure the long- SWC Board; Legal Stakeholders

term financing Counsel;

backed by the potential

capital repayment financing

stream, including partners;

State’s role, if any.

Months 24 to 36: SWA Staff SWA Board SWA Board; SWPP Most of this can be

Implement SWA
capability and
internal-control
upgrades needed to
operate as owner.

Legal Counsel

Stakeholders

implemented
through SWA board
action but some
elements may need
to be incorporated
into transfer
conditions.

Potential Additional Opportunities to Strengthen SWPP Finances

Several opportunities were already identified to strengthen the finances of SWPP in the options
above, including the co-development of a long-term financial plan for remaining system
buildout and REM and leveraging the capital repayment stream. In addition, under Option 3,
the State could take additional action to address one of the limitations of that option. Given
that SWA does not have a credit rating and if it obtains one it will likely be lower than the
State’s rating, the cost of borrowingagainst the capital repayment stream will likely be higher if
ownership (and borrowing responsibility) is transferred from SWC to SWA. To address this
challenge, the State could provide a guarantee to backstop the loan for SWA to allow SWA to
benefit from the State’s strong credit rating and reduce borrowing costs.

See the “Common System Finance Enhancement Opportunities” section at the end of this
report for other actions that could be taken to improve the financial management and
sustainability of SWPP and access additional sources of funding and financing for the system.
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Figure 9: SWPP Impact Analysis

Alignment of Risk Burden with Decision

L)

»

v

Making Authority Medium Improved Improved Limited Net Impact
Effectiveness of Current Governance ‘ t f t
Structure & Authority High Improved Improved Improved
Level of Stakeholder Representation, . “ “ t
Transparency & Public Accountability High Limited Net Impact | Limited Net Impact Improved
Alignment of Structure, Capacity & . t t t
Capabilities with Stated Policy, Strategy & -
High Improved Improved Improved
Goals
Feasibility to Implement/ROI of N/A Feasible w/ Higher LOE, Feasible, high
Implementing Recommendations limited ROI higher ROI potential ROI
Efficient Use of State and Local Resources f f f
and Availability of Alternatives Medium Improved Improved Improved
Long Term Affordability for Stakeholders - o ' ' o ' ' o ' '
Medium Limited Net Impact | Limited Net Impact | Limited Net Impact
Structured to Address Future Risks and f t t
Facilitate Sustainability Medium Improved Improved Improved
Ability to Attract Federal, State and Local “ f f
Investment Medium Limited Net Impact Improved Improved
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Table 5: Summary of Recommended Options for SWPP

State retains ownership of the
pipeline and SWA retains
operational responsibility and
authority with several
improvements to the current
approach, including:

* Establishing a collaborative short-
and long-term planning process
where SWC and SWA set forth a
plan to address buildout and
financing;

* Co-developing a clear financial
plan for remaining system
buildout and REM, including
setting limits/ thresholds for
uneconomical system expansion;
and

¢ Implementing a performance
monitoring program using
targeted metrics to inform
decision-making and track impact
of State funding.

* State retains ownership of the pipeline
and SWA retains operational
responsibility and authority while
implementing many of the
improvements from Option 1.

Capital repayment will be reinvested
back into SWPP by servicing a loan or
bond to fund a significant portion of the
required investment in the near term.
Under this approach, the capital
repayment stream (or a large %
thereof) will no longer go to the RTF
but will be pledged as collateral to
backstop a 30- to 40-year loan to cover
SWPP buildout and planned REM costs.
Depending on loan structure, tenor and
interest rate, the loan could reduce
upfront investment required from the
State by $100-200M, covering a
significant portion of the buildout and
planned REM over the next 10 years.
Additional investments beyond the
projected amount of the loan proceeds
would require RTF funding or
alternative sources of capital.

* State transfers ownership of the
pipeline to SWA making SWA solely
responsible for the ownership,
construction, operation, and
maintenance of SWPP.

The Capital Repayment will be fully
reinvested back into SWPP and,
following transfer of ownership, will
no longer go to the State.
Additional investments beyond the
projected amount of capital
repayment-backed loan proceeds
would require further SWA
borrowing, RTF funding or other
alternative sources of capital.

¢ State retains capital repayment
stream in perpetuity; provides
clarity around financial
requirements and responsibility
for pipeline expansion and REM;
relatively easy to implement;
reduces risk of unfunded REM.

Upfront State investment in SWPP is
lowered and reduces the short-term
shortfall in the RTF; increased clarity;
provides more certainty to SWA on
availability of funding.

SWA is fully incentivized to make
efficient pipeline expansion
decisions; upfront State investment
in SWPP is significantly lowered and
reduces the shortfall in the RTF;
increased clarity; provides more
certainty to SWA on availability of
funding.

* State remains responsible for full
upfront cost of buildout and
REM; doesn’t address incentives
for SWA on buildout positioning.

Capital repayment stream does not
flow to RTF during loan repayment; still
requires a capital outlay from the RTF
(i.e., loan doesn’t cover the full cost);
relatively complex to implement with
Bank of North Dakota (BND) or other
lender involvement and a different loan
structure; adds interest expense
(amount dependent on terms of loan).

Will require further expansion of
capacity and budget of SWA; capital
repayment stream no longer flows
to RTF; will still require additional
financing to complete full buildout;
relatively complex to implement
with BND involvement and a
different loan structure.
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Northwest Area Water Supply Project
Project Development History and Current Status

The Northwest Area Water Supply Figure 10: NAWS Map
project is a wholesale regional water

system designed to deliver high-quality ;

Missouri River water to local water kRN
utilities and communities to address =
persistent water quality and quantity

challenges in north central North

Dakota. The project intends to serve

roughly 81,000 people across 11
contract customers in the area and PR Y
provide a solution to the issues P s
presented by reliance on local
groundwater. Initially authorized under
the Garrison Diversion Reformulation
Act of 1986 and the Dakota Water
Resources Act of 2000, SWC was given authority to construct the pipeline in 1991 by the North
Dakota State Legislature. Project development began in the early 2000s with construction
startingin April 2002. Numerous lawsuits filed after construction started delayed the project’s
progress for 17 years until a district court ruled in favor of the project in 2017. The litigation
concludedin 2019, enabling construction to resume toward completion. NAWS infrastructure
includes major distribution and treatment components, including 45 miles of pipeline
connecting Lake Sakakawea to Minot and 242 miles of treated-water pipeline.

The 1991 State law that authorized the NAWS project also created the NAWS Advisory
Committee. In 2023, the 68th Legislative Assembly enacted HB 1218, transitioning the long-
standing NAWS Advisory Committee to the NAWS Authority, effective August 1, 2023, to align
NAWS governance with other regional water systems and strengthen local oversight as the
program advances toward completion. Per N.D.C.C. ch. 61-24.6, the NAWS Authority includes
11 representatives, including four representatives from the City of Minot, one representative
from a city other than Minot receiving direct service from the system, one representative from
the North Prairie Regional Water District, one representative from the All Seasons Water Users
District, one representative from the Upper Souris Water District, one representative of SWC
who residesin the Souris River basin, one non-voting representative from GDCD, and one non-
voting representative from the Turtle Mountain Band of Chippewa Indians.

ansf
Inline Booster -
Pump Stations

nake Creek Pumping Plant Intake Modifications Contract 2
nake Creek Pumping Plant Intake Modifications Contract 1

Today, infrastructure needed for NAWS to deliver water from the Missouri River is still under
construction, but NAWS is delivering water from the Minot and Sundre aquifers to its
customers as an interim solution. If progress continues as expected, NAWS will be using
Missouri River water by the end of 2026. The remaining infrastructure planned for NAWS is
expected to be completed by 2032.
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Current Governance and Financing Structures
Figure 11: NAWS Current Structure

NAWS
Customers
($) User Fees
W‘

ﬂ ($) Legislative
A

ppropriation
Through SWC/DWR

NAWS operates under a layered
governance framework in which SWC
retains the core statutory role for
developing, managing, and operating the
project, while NAWS Authority provides
structured local input and oversight.
Legal statute requires SWC to consult
with NAWS Authority on key
responsibilities (including matters such

as accepting funds and managing the
project), embedding a consultative
decision model that combines
centralized project accountability with
local water user representation.

Ownership,
Administration,
Funding, & O&M

($) Local
Cost-Share for
Construction

Consultation

Authority

NAWS
AUTHORITY

__________

*RTF is not the sole non-local funding source for NAWS.

NAWS is financed through a multi-source structure combining federal, State, and local streams.
The estimated total project cost is approximately $523.7M. The financing was originally
structured as 65% federal Municipal, Rural, and Industrial (MR&I) funding and 35% local

Figure 12: NAWS Current State

Alignment of Risk Burden with Decision
Making Authority Medium
Effectiveness of Current Governance
Structure & Authority -
Medium
Level of Stakeholder Representation, .
Transparency & Public Accountability Loy
Alignment of Structure, Capacity & .
Capabilities with Stated Policy, Strategy &
Goals Low
Efficient Use of State and Local
Resources and Availability of Alternatives Medium
Long Term Affordability for Stakeholders
Medium
Structured to Address Future Risks and .
Facilitate Sustainability Low
Ability to Attract Federal, State and Local
Investment Medium

funding, but when the legal challenges stalled the
project and exacerbated challenges in federal
funding, the State continued to advance the
project without federal funds. With the absence of
revenue, the 35% local cost-share funding has
been covered exclusively by Minot's 1% sales tax,
totaling $104.3M, as of late 2025. Over the same
time, the State provided $125.9M from the RTF
and federal funding has been $184.5M. Estimates
included with the 2025 Water Development plan
identify approximately $109.5M in remaining
investment needs, underscoring ongoing
appropriations and cash-flow sensitivity as NAWS
proceeds through late-stage delivery.

Key Governance and Financing Challenges

The NAWS SWOC Analysis, which is summarized in
Table 6, surfaced a few key governance and
finance challenges to be addressed. NAWS’s
governance and financing challenges are largely a
byproduct of the project transitioning from a
drawn out, litigation-constrained capital program
into a dynamic regional wholesale water system

that now needs clear decision rights and processes, durable operating capacity, and a
sustainable long-term funding model. NAWS Authority, which was created in its current form in
August 2023 to represent the interests of local stakeholders, has limited involvement and
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influence over the development and management of NAWS and therefore its role continues to
be unclear. NAWS Authority also has extremely limited capacity with no staff to support the
Authority operations and effectively serve as an engaged partner to SWC and DWR in the
development and management of NAWS. NAWS also does not have a performance monitoring
system with clear KPIs to track project development and management and the cost-
effectiveness of the use of State resources over time.

The project also lacks long-term strategic and financial plans, which creates increased exposure
to two structural financial risks for the project. First, NAWS has relied on City of Minot’s 1%
sales tax to fund the local share, creating concentration risk (a single source of funding for the
local share), long-term political exposureif that revenue stream is constrained or reprioritized,
and potential future conflict if that funding burden is not shared across the system. Second,
non-uniformrates across communities have the potential for creating conflict within the NAWS
territory, although this is largely a result of the wholesale nature of the project (i.e., the rates
are set by the rural water systems who are responsible for retail delivery to some
communities).

Table 6: NAWS SWOC Analysis

e Generally established pipeline footprint and e NAWS Authority has not yet defined its scope and
construction is nearing completion desired impact

e Clear understanding of project scope and e Lack of definition of NAWS Authority’s role to play in
purpose decision-making processes

e Authority composition appears to o NAWS Authority currently has no staff to manage long-
proportionately reflect stakeholders based on term planning and operations
system use e Long-term financial strategy and plan not yet developed

e No clear KPIs or performance measurements for
tracking cost effectiveness of O&M or detecting system
issues before major impact

e Exploring alternative operations and delivery e Location of system along northern border and inter-
models to address current challenges basin water transfers create potential for cross-border
« Potential opportunity to collaborate with rural conflict
systems through partnership agreements e Expansion is limited and construction was delayed due

to lawsuits and injunctions from Manitoba Province and
the State of Missouri

e Long term political and financial challenges to Minot’s
1% sales tax

e Astudy of the REM fund and rate structureis needed to
determine long term fund sustainability.

e Declining expected oil extraction tax revenues invested
in the RTF could make future funding less certain

e With the ceiling on the currently authorized federal
MR&I funding reached, funding for the expansion of the
Biota Water Treatment Plant, which is a federal
responsibility, may have to rely on upfront State
funding
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Recommended Options to Improve Governance and Finance Models

After analyzing the current governance and finance model for NAWS and assessing potential
solutionsto theidentified major weaknesses and challenges of the project using the Evaluation
Criteria, the Study has identified three
potential options for improving the
governance and

finance model of NAWS:

Table 7: NAWS Peer Project Spotlight

e Option 1: Keep State ownership | Massachusetts Water Resources Authority (MWRA) is a
and O&M; formalize and wholesale water and sewage authority serving 3.1 million
strengthen NAWS Authority people and 5,500 large industrial customers across 61
consultation, strategy, staffing, communities in eastern and central Massachusetts.
Established in 1984, MWRA has faced many of the same core

and performance tracking. issues NAWS is trying to solve during its path to maturity

e Option 2: Keep structure including establishing credible regional governance, achieving
through substantial completion stable rates, building strong credit, and delivering transparent
of construction: build NAWS accountability at scale. MWRA successfully built both

governance and engineering capacity by designing its Board of
Directors and Advisory Board to be compromised of
experienced experts across critical domains. MWRA has
ready. invested deeply in workforce and advisory capabilities through
. training, leadership development, subject-specific learning
e Option 3: Keep structure ’ ’

=piion 3 P opportunities, and increased collaboration with partner

through c_ompletlon of organizations, and by doing so has built credibility as a
construction; outsource O&M borrower and operator.

to third party contractor with
NAWS Authority engagement.

Authority capacity to assume
O&M after completion or when

Option 1 — Keep State ownership and O&M; formalize and strengthen NAWS Authority
consultation, strategy, staffing, and performance tracking

Under Option 1, the State retains ownership of the NAWS project and O&M responsibilities
with NAWS Authority playinga more active role as a consultative body, including the following
improvements to the current approach:

e Strengthening NAWS Authority’s involvement in strategy, planning, contracting, and
financing processes, and building capacity for NAWS Authority representatives to play a
larger role in advising on certain decisions;

e Developing a clear vision and long-term strategic plan for NAWS Authority;

e Hiringa NAWS Authority administrative officer or general manager to coordinate NAWS
Authority activities, manage board meetings and communication with DWR, and
respond to administrative requirements;

e Developing a clear long-term financial model and plan for the system; and

e Implementing a performance monitoring program using targeted metrics to inform
decision-making and track impact of State funding.
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Summary of Benefits and Tradeoffs

This option improves governance maturity without changingthe underlying statutory allocation
of powers. It builds NAWS Authority’s capacity and responsibility while keeping ownership and
operations with the State, which helps define roles, strengthen oversight and accountability,
and improve transparency and public engagement.

The level of effort of implementing Option Figure 13: NAWS Option 1 Proposed Structure

1is low—-medium and the feasibility is
high because aside from the statutory NAWS
. Customers
changes needed to allow NAWS Authority {$) User Foes

to hire staff, the rest of the change is Sy

Ownership,

primarily organizational and procedural. Adminitration,
By adding a clearer scope and strategy, a p— e R
eglsalve

financial model with long-term forecasts, Appropriation

Through SWC/DWR ($) Local

a full-time administrative officer or Suengthened Cost-Snare o
general manager, and a performance NAWS Authority
tracking framework, governance and AUTHORITY R

operations could be significantly (With Staff)
Improved WIthOUt Shlftlng core Statutory *RTF is not the sole non-local funding source for NAWS.
powers or operational responsibility.

The following summarizes the benefits and tradeoffs of Option 1:

Benefits: The key benefits from this option are improved governance as well as speed and
practicality of implementation. Option 1 is the fastest path to a more functional governance
model. It will improve the quality of consultation with NAWS Authority, support more
consistent decision-making, and advance local stakeholder representation without destabilizing
current operations. Adding a staff resource for NAWS Authority both increases the capacity of
NAWS Authority and provides SWC and DWR with a more engaged and proactive partner to
involve in project governance. More robust financial and strategic planning and performance
monitoring will allow for better forecasting, reduce reactive O&M, improve risk mitigation, and
raise reliability. NAWS Authority and participating communities gain transparency,
predictability, and a more meaningful voice in planning and rate discussions, with only a
modest additional administrative lift.

Tradeoffs: The primary tradeoffs are modest. One-time costs for the State include performance
framework design and governance process updates. Recurring costs include the cost of the
NAWS Authority administrative officer or general manager, increased spending on analytics and
reporting, and more structured and time-intensive consultation and reporting activities.
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NAWS Option 1 Implementation Roadmap and Responsibilities

The following table sets forth the key components, timeline, responsibilities, and legislative
actions or other authorities required to implement NAWS Option 1:

process between
NAWS Authority
and SWC.

First 3 Months: DWR; NAWS SWC; NAWS SWC; NAWS NAWS This step can be
Define the NAWS Authority Authority Authority Stakeholders | accomplished
Authority operating through

model and specifics administrative and
of consultation operating action.
process.

Months 4 to 6: NAWS SWC; NAWS SWC; NAWS NAWS This step can be
Launch a NAWS Authority; Authority Authority Stakeholders | accomplished
Authority board DWR through
capacity-building administrative and
plan. operating action.
Months 7 to 11: DWR; NAWS SWC; NAWS SWC, NAWS NAWS Hiring NAWS staff
Secure statutory Authority; Authority Authority Stakeholders | will require rate
approvals for Legislature payer funding and an
expanding NAWS update to the current
Authority’s legal framework to
capability including support independent
hiring staff. staffing.

Months 12 to 14: DWR; NAWS NAWS DWR; NAWS NAWS N/A

Hire a full-time Authority Authority Authority Stakeholders

NAWS Authority

administrative

officer or general

manager.

Months 16 to 20: DWR; NAWS SWC; NAWS SWC; NAWS NAWS N/A

Develop a clear Authority Staff | Authority Authority Stakeholders

long-range strategic

plan and

collaborative

financial model,

including a

performance

monitoring

program.

Months 20 to 24: DWR; NAWS SWC; NAWS DWR, SWC; NAWS N/A

Formalize a Authority Staff | Authority NAWS Stakeholders

consultation Authority
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Option 2 — Keep existing structure through completion of construction; build NAWS
Authority capacity to assume O&M after completion or when ready

Under Option 2, the project will retain its current governance structure through construction
(including some improvements recommended in Option #1) with the goal of shifting O&M to
NAWS Authority when the construction phase is complete, or shortly thereafter. NAWS
Authority will continue as a consultative body with increased engagement through the
construction phase. Prior to transfer of the O&M responsibility to NAWS Authority, the State
and NAWS Authority will prioritize investing in building NAWS Authority capacity, including
identifyingand training multiple full-time employees (FTEs) to manage the O&M, with a goal of
becoming an independent operator like SWA.

Summary of Benefits and Tradeoffs
This option represents a sizeable shift in Figure 14: NAWS Option 2 Proposed Structure
how the project is currently managed

$) Legislative

with NAWS Authority taking on a Rtk A
substantial role in the management of ﬂw Funding
the project post-construction.

($) Local
Cost-Share for
Construction

However, the current capacity of Strengthened
NAWS Authority is extremely limited,

which means that significant
investment of time and resources will
need to be made between now and

NAWS Authority

Member

AUTHORITY KRR
(With Staff)

NAWS
Customers

($) User fees

completion of construction to enable
NAWS Authorlty to ta ke on that role. *RTF is not the sole non-local funding source for NAWS.

The level of effort of this optionis high and the feasibility is medium because it requires running
a multi-year transition program that includes capability building, governance design, and
change management, while maintaining service reliability and clear accountability during the
ramp-up.

The following summarizes the benefits and tradeoffs of Option 2:

Benefits: The main upside of transitioning O&M responsibility from DWR to NAWS Authority is
better long-term alignment of risk, authority, and stakeholder representation. Moving
operational control and performance accountability closer to the communities and ratepayers
who are impacted by O&M decisions while preserving the consultative framework with the
State during the transition period can maximize resource efficiency for both parties. Long-run
affordability can improve if the newly dedicated operator tightens lifecycle cost control and
practices reserve discipline.

Tradeoffs: The tradeoffs presented by Option 2 are largely concentrated in the nearterm and in
execution risk. State costs center on one-time transition planning that requires resources to
help NAWS Authority build fit-for-purpose capabilities (operations, maintenance, regulatory
compliance, procurement, finance, and treasury). Over the longer term, the State’s direct O&M
role and staffingburden can decline post-transition, but the State will still need to perform an
oversight function to ensure stewardship and publicaccountability. Taking on this role will also
require NAWS Authority to invest its own resources in its development.
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The key institutional and legal hurdles are ensuring NAWS Authority’s statutory powers,
funding tools, and staffing model are sufficient for O&M stewardship and that the transition
timeline, interim decision rights, and rate reserve responsibilities are unambiguous.

NAWS Option 2 Implementation Roadmap and Responsibilities

The following table sets forth the key components, timeline, responsibilities, and legislative
actions or other authorities required to implement NAWS Option 2:

First 6 Months: Incorporate | DWR; NAWS | SWC; NAWS DWR, NAWS | NAWS This step can be

consultation, planning, Authority Authority Authority Stakeholders | accomplished through

staffing, and performance- administrative and

tracking improvements to operating action.

current model.

First 6 Months: Define the DWR; NAWS | SWC DWR; NAWS | NAWS N/A

target NAWS Authority Authority Authority Stakeholders

operating model and

oversight relationship with

the State after transition.

Months 7 to 11: Secure DWR; NAWS | SWC; NAWS | SWC, NAWS | NAWS Hiring NAWS staff will

statutory approvals for Authority; Authority Authority Stakeholders | require rate payer

expanding NAWS Legislature funding and an update to

Authority’s capability the current legal

including hiring staff. framework to support
independent staffing.

Months 12 to 14: Hire a DWR; NAWS | NAWS DWR; NAWS N/A

full-time NAWS Authority | Authority Authority NAWS Stakeholders

administrative officer or Authority

general manager.

Months 14 to 20: Develop a | NAWS NAWS SWC; NAWS NAWS N/A

multi-year staffing and Authority Authority Authority Stakeholders

capability-building plan for Staff, NAWS

NAWS Authority Authority;

DWR

Months 20 to 26: Develop NAWS NAWS SWC; NAWS This may not require major

the core operating Authority Authority contractors; | Stakeholders | statutory change, but it

processes and procedures Staff; DWR consultants does have budget and

needed for independent implementation

O&M. implications.

Months 20 to 26: Establish DWR; NAWS | SWC; NAWS SWC; NAWS NAWS N/A

formal transition readiness Authority Authority Authority Stakeholders

criteria and a handoff Staff

governance process,

including KPI tracking.

When Ready: Execute the DWR; NAWS | SWC; NAWS SWC; NAWS | NAWS The most significant legal

formal transfer of O&M Authority Authority Authority Stakeholders | and institutional hurdle is

responsibility to NAWS Staff transitioning the O&M

Authority upon substantial
completion.

responsibility to NAWS
Authority and clarify the
State’s residual ownership.
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Option 3 — Keep existing structure through completion of construction; outsource O&M to
third party contractor with NAWS Authority engagement

Option 3 retains the current Figure 15: NAWS Option 3 Proposed Structure
governance structure through

substantial completion, while

NAWS
building capacity within NAWS Customers
Authority to contribute more 1§ Usor oo
meaningfully to the consultation o &M

; ) ($) Legislative Ownership,
process (aligned with the suggested Appropriation Administration,

Funding

Through
changes in Option 1). Upon ﬂ SWOIDWR
substantial completion, SWC would

outsource O&M to a contractor Stengthened
(e.g., City of Minot, which operates Consultation
the largest water utility in the Naws
region, or a private sector firm) with AUTHORITY

. .. (With Staff)
contracting and supervising
activities performed by DWR staff e
and significant involvement and %tpw”gmm,mw&
support from the NAWS Authority
FTE as appropriate. Under this option, SWC would implement a strategic performance
monitoring program using targeted metrics to track the costs and benefits of outsourcing O&M
versus building capacity for NAWS Authority to take over that responsibility.

($) Local
Cost-Share for
Construction

Authority
Member

While it is a stand-alone option, Option 3 could also effectively serve as a bridge solution for
Option 2 above if it is determined that the timeline would not allow for NAWS Authority to
build sufficient capacity to manage O&M by substantial completion of construction. The
agreement with the third-party contractor could also include a capacity buildingcomponent for
the contractor to train NAWS Authority staffand position NAWS Authority to take over O&M at
the completion of the contract. An additional benefit of building capacity within NAWS
Authorityis potentially creatingalong-term opportunity to transfer ownership of the system to
NAWS Authority, similar to Option 3 for SWPP. However, based on NAWS Authority’s current
resource and capacity constraints, transferring ownership is not recommended as a
consideration at this time.

Summary of Benefits and Tradeoffs

Option 3 is designed to ease the administrative and managerial burden from DWR managing
the O&M of NAWS while still maintaining control over the project. The main governance
implication is a shift in control with day-to-day operational decisions moving to the vendor,
while publicaccountability remains with NAWS Authority and the State, increasing the need for
clear oversight, transparent reporting, and enforceable service-level metrics.

The level of effort of Option 3 is medium-high and the feasibility is medium—high because it
avoids the need to expand DWR’s O&M workforce (helpful given geographic dispersion and
constrained labor and contractor markets), but it requires disciplined procurement practices
and a strong contract-management capability. If Option 3 is used as a bridge to transition O&M
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responsibility to NAWS Authority, it will increase the short-term costs and complexity of the
effort but would reduce costs for the State over the medium and long term.

The following summarizes the benefits and tradeoffs of Option 3:

Benefits: State benefitsinclude potential near-term pricing predictability versus ad hoc staffing,
access to specialized expertise without a full staffing build, and the ability to combine KPIs and
enforcement into a performance-based agreement, provided the contract is designed with
measurable outcomes, audit rights, and clear remedies. This option also reduces the
administrative and managerial burden of NAWS O&M on DWR. By shifting O&M to a
professional provider with local resources that can access economies of scale to provide
services, there may be an opportunity to reduce costs as well. Factoring in the Option 1 actions
that would also be incorporated in this option, it would result in a more engaged and
productive NAWS Authority and improved representation of local stakeholder interests in
NAWS decision-making. When coupled with training provided by NAWS Authority by the
contractor, this option greatlyimproves the readiness of NAWS Authority to take over O&M in
the future.

Tradeoffs: Financingand affordability impacts can be experienced if vendor pricing, escalation
clauses, or change orders outpace assumptions, unless NAWS Authority proactively governs
rate structures and cost-share arrangements and communicates a credible long-term cost path.
One-time State costs include procurement, contracting, mobilization and transition, and
ongoing expenses can include vendor fees, contract administration, performance monitoring,
and the risk of change orders if scope and performance terms are weak. Ratepayers may
experience quality service, but they also bear affordability risk if vendor costs escalate or if
transparency and reportingisinsufficient to support rate decisions and publictrust. Operational
outcomes can be strongif the contracted vendor(s) brings mature processes and scale, but they
vary widely with contract quality and the DWR’s capacity to manage vendor risk, compliance,
and performance monitoring.

NAWS Option 3 Implementation Roadmap and Responsibilities

The following table sets forth the key components, timeline, responsibilities, and legislative
actions or other authorities required to implement NAWS Option 3:

First 4 Months: DWR; NAWS SWC; NAWS | SWC; NAWS | NAWS No new authority
Implement the Authority Authority Authority Stakeholders | required but could be
consultation, planning, reinforced through
staffing, and statute, session law, or
performance-tracking budget language.
improvements to current

model.
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Months 4 to 9: Define the | DWR; NAWS | SWC; NAWS | SWC; NAWS | NAWS This step is
outsourcing strategy and | Authority Authority Authority; Stakeholders | administrative but
scope for post- external legal review is needed
construction O&M, and procuremen to confirm
service-level t/ utility procurement
requirements, tracking advisors authority, scope
across strategic KPIs. boundaries, and any
statutory constraints.
Contract authority and
oversight roles should
be clearly
documented.
Months 9 to 12: Procure | DWR SWC; NAWS | SWC; NAWS | NAWS This can occur under
an O&M provider and Authority Authority; Stakeholders | existing procurement
execute a performance- external authority if DWR and
based contract with procuremen SWC can already
incentives, penalties, and t advisors; contract for these
KPI-linked reporting legal services.
requirements. Counsel
Months 13 to 22: DWR; O&M SWC; NAWS | SWC; NAWS | NAWS This step can be
Transition O&M to contractor Authority Authority Stakeholders | handled
contractor with DWR Board administratively, but
supervision and NAWS stronger legislative or
Authority support, budget support may be
including KPI monitoring. useful if the State
wants to formalize
oversight.
When Ready: Build DWR; NAWS | SWC; NAWS | SWC; NAWS | NAWS If this option is used as
NAWS Authority capacity | Authority Authority Authority Stakeholders | a bridge to a future

to help manage
contractor(s) and assume
a larger future O&M role
if desired.

Authority-led model,
statutory clarification
is needed.

Potential Additional Opportunities to Strengthen NAWS Finances

The State and NAWS Authority can take additional actions to strengthen the long-term financial
sustainability and management of NAWS, including:

e Long-Term Financial Plan: DWR and NAWS Authority can develop a clear long-term

financial model and plan for the remaining system buildout and funding future REM
needs, including plans for revenue and rates management, REM, capital improvements,
reserve funds, O&M, and financial monitoring.

e Moving Beyond the 1% Sales Tax: To date, the local cost-share for the development of

the NAWS project has been funded from the 1% sales tax by the City of Minot. Going
forward, the State could consider buildinga system development fee into user rates for
the beneficiaries of the NAWS system to help fund any remaining build out costs, build
the capacity of NAWS Authority (including hiring one or more staff members) and fund
future REM needs. These fees could be phased in over time to reduce the short-term
burden on users.

North Dakota State Water Commission - Regional Water Systems Governance and Finance Study

38




See the “Common System Finance Enhancement Opportunities” section at the end of this
report for other actions that could be taken to improve the financial management and
sustainability of NAWS and access additional sources of funding and financing for the system.

Figure 16: NAWS Impact Analysis

Alignment of Risk Burden with Decision

»

»

»

Making Authority Medium Improved Improved Improved
Effectiveness of Current Governance “ f t
Structure & Authority Medium Limited Net Impact Improved Improved
Level of Stakeholder Representation, . “ f t
Transparency & Public Accountability Low Limited Net Impact Improved Improved
Alignment of Structure, Capacity &
Capabilities with Stated Policy, Strategy & ‘ t o ' ' t
Low |mproved Limited Net Impact |mproved

Goals
Feasibility to Implement/ROI of N/A Feasible w/ Feasible, high Feasible, high
Implementing Recommendations limited ROI LOE, high ROI potential ROI
Efficient Use of State and Local Resources f f f
and Availability of Alternatives Medium Improved Improved Improved
Long Term Affordability for Stakeholders o ' . o ' ' o ' .

Medium Limited Net Impact | Limited Net Impact | Limited Net Impact
Structured to Address Future Risks and ‘ f f f
Facilitate Sustainability Low Improved Improved Improved
Ability to Attract Federal, State and Local “ “ “
Investment Medium Limited Net Impact | Limited Net Impact | Limited Net Impact
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Table 8: Summary of Recommended Options for NAWS

State retains ownership of the
NAWS project and O&M
responsibilities with NAWS
Authority playing a more active
role as a consultative body,
including the following
improvements to the current
approach:

* Strengthening NAWS Authority’s
involvement in decision-making
processes and building capacity
for NAWS Authority members to
play a larger role in advising on
important decisions;

* Developing a clear vision and
long-term strategy for NAWS
Authority;

* Hiring a NAWS Authority
administrative officer or general
manager to coordinate NAWS
Authority activities, manage
board meetings and
communication with DWR, and
respond to administrative
circumstances;

* Developing a clear long-term
financial plan; and

* Implementing a performance
monitoring program using
targeted metrics to inform
decision-making and track
impact of State funding.

* Retain current consultative
governance structure through
construction (with some
improvements from Option #1)
with the goal of shifting O&M to
NAWS Authority when (or shortly
after) the construction phase is
complete.

NAWS Authority continues as
consultative body through
development.

State and NAWS Authority will
prioritize investing in building
capacity in preparation for NAWS
Authority’s role to increase at
completion including identifying
and training multiple FTEs to run
operations and maintenance,
with a goal of becoming an
independent operator like SWA.

Retain current governance
structure through substantial
completion, while building
capacity within NAWS Authority
to contribute more meaningfully
to consultation process (aligned
with the suggested changes in
Option 1).

Upon substantial completion,
outsource O&M to a third-party
contractor with contracting and
supervising activities performed
by DWR with engagement and
support from NAWS Authority
FTE as needed. Contractor paid
by NAWS user fees.

Implement a strategic
performance monitoring
program using targeted metrics
to track cost/benefit of
outsourcing O&M vs. building
capacity for NAWS Authority to
do O&M.

* More engaged and productive
NAWS Authority; improved
representation of local
stakeholder interests in NAWS
decision-making; more clarity on
value and vision for NAWS
Authority; enhanced
organizational capacity.

* More engaged and productive
NAWS Authority; improved
representation of local
stakeholder interests in NAWS
decision-making; shifts O&M
closer to end users (and better
aligns with risk) with oversight
from the State; reduces burden
on DWR staff.

More engaged and productive
NAWS Authority; improved
representation of local
stakeholder interests in NAWS
decision-making; shifts O&M to
professional organization with
local resources; reduces burden
on DWR staff.

* More involved decision-making
process; salary cost of NAWS
Authority administrative officer;
requires time and engagement of
NAWS Authority board, which is
limited.

Time and financial investment to
build NAWS Authority capacity;
reduces direct control of DWR on
project.

Significant time and financial
investment to build NAWS
Authority capacity; reduces
direct control of DWR on project;
outsourcing could lead to
increase in O&M costs and user
fees depending on economies of
scale.
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Red River Valley Water Supply Project
Project Development History and Current Status

RRVWSP is a large regional infrastructure development initiative intended to provide a reliable,
high-quality supplemental water supply to central and eastern North Dakota to enable the
maintenance of service during extreme drought conditions. The Red River Valley is home to
over 300,000 people (~40% of the State’s population), including the State’s two largest cities
(Fargo and Grand Forks), and multiple studies show another severe and devastating drought is
likely to occur by 2050 with a potential economic impact exceeding $33 billion.

Figure 17: RRVWSP Map
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The project was initially conceived in 2000 as a federal project to bring Missouri River water
from the McClusky Canal to the Sheyenne River, but the development model has evolved, and
RRVWSP is now being developed as a State and local project. The project consists of an intake
at the McClusky Canal, a 125-mile, 72-inch diameter pipeline that brings water across the
continental Laurentian Divide, pumping stations, a biota water treatment plant, a discharge
structure to deliver the water to the Sheyenne River, and other related facilities. The project is
expected to cost an estimated $1.4B with 75% or $1.05B of support committed from the State,
and it is expected to be completed in the early to mid-2030s.

Current Governance and Financing Structures

RRVWSP is being developed through the collaboration of two entities: GDCD and LAWA. GDCD
is a political subdivision created by the State in 1955 to develop the Garrison Diversion Unit
project and encompasses representation of 28 counties of North Dakota. Pursuantto N.D.C.C. §
61-39-01, thelegislature has provided that GDCD has the authority to “acquire, construct, and
improve the Red River valley water supply project.” GDCD currently owns the project and is
leadingall construction and development efforts. LAWA is a political subdivision created by the
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North Dakota Legislature in 2003 that represents 13 counties in eastern North Dakota. LAWA
serves as a cooperating authority representing local water users’ interests and coordinating
delivery of RRVWSP water downstream from Lake Ashtabula.

In May 2020, GDCD and LAWA entered  fjoyre 18: RRVWSP Current Structure
into a Cooperation Agreement to
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RRVWSP is being funded using a 75% State/25% local cost-share split. To date, the cities of
Fargo and Grand Forks have covered the local share ($154.3M as of late 2025) on behalf of the
LAWA members through low-interest, long-term loans to the project from BND through the
State’s Water Infrastructure Revolving Loan Fund (WIRLF). The state legislature has committed
to providing $1.07B in funding for the project. Program-level funding composition for 2025—
2027 is $273M total, comprising $205M from the State and $63M from local users in the form
of loan from WIRLF.

Informal Informal
Mediation Mediation

Key Governance and Financing Challenges

A number of important governance and finance challenges emerged from the RRVWSP SWOC
Analysis, which is summarized in Table 9. While GDCD and LAWA are both invested in the
success of RRVWSP, there has been significant conflict between the two bodies due to
disagreements over financing, authority, and representation, among other matters. While some
of the conflict derives from trust issues that have grown over time, the disputes between the
parties can be tied to several weaknesses in the project’s governance and finance models. First,
the decision-makingauthority for the projectis not well-aligned with the risk. GDCD effectively
has full decision-makingauthority underthe Cooperation Agreement but nearly all the funding
for the project comes from the State (which has very little involvementin the governance of the
project) and the cities of Fargo and Grand Forks, as representatives of LAWA. As a result, the
State and the cities of Fargo and Grand Forks bear the risk of any budget increases and other
financial implications of project development decisions without any ability to limit critical
spending and scope decisions made around the project.
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Second, the Cooperation Agreement does not provide adequate clarity around the scope of the
project and the parties’ roles and responsibilities, leaving significant opportunities for
misalignment and disagreement. This dynamic has led to confusion around the purpose and
intent of the project — LAWA has been focused on the core project purpose of delivery of
supplementalwaterto the Sheyenne River, while GDCD has adopted a more expansive view of
the project with branch pipelines and water use for economic development. While the parties

appear to have recently aligned around a “split-delivery model” whereby GDCD would be
responsible for delivery of water to the Sheyenne River and LAWA would be responsible for

downstream distribution to end users, the
Cooperation Agreement does not adequately
reflect that arrangement. In addition, the decision-
making protocol in the Cooperation Agreement

Figure 19: RRVWSP Current State

does not suff|C|_entIy supporfc brlng_lng the part|e:s D — .
to consensus with GDCD having ultimate authority | making Authority Low
for all decisions.

Effectiveness of Current Governance .
Third, there are critical elements of the project Structure & Authority Low
governance and structure that still need to be

. Level of Stakeholder Representation,

devgloped. The prOJe.ct.Iacks a fully deyeloped Transparency & Public Accountability T
business plan that will inform the project
development and ensure that the project is G e S, Sl .

) A . Capabilities with Stated Policy, Strategy &
financially sustainable and affordable forend users | coats Low
for the long term. GDCD and LAWA have also not

me to term n Water S | Agr ment th t Efficient Use of State and Local
cometo te sona ate upply Agreeme a Resources and Availability of Alternatives Medium
will codify the operating model for the project and
govern the terms of their relationship when the Long Term Affordability for Stakeholders

project is complete. In addition, the State has yet Medium
to fully align with the U.S. Army Corps of Engineers | siyuctured to Address Future Risks and ‘
(USACE) on management of water delivered to the |Facilitate Sustainability oo
Lake Ashtabula from RRVWSP. The absence of

. Ability to Attract Federal, State and Local
these components of the project governance T et
creates significant uncertainty and opportunities

for misalignment between the parties.
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Table 9: RRVWSP SWOC Analysis

e Leverages existing federal and GDCD infrastructure
and capabilities

e GDCD is well-resourced and experienced in the
logistics of water development

e Significant financial commitment from State

e Engaged anchor cities that are covering the local
share

e Exploring alternative operations and delivery models
to address current challenges

e Have generated significant interest in projects from
other communities in Red River basin

e Potential for federal funding to mitigate project cost

e Excess capacity from pipeline could be used to
strengthen water supply in eastern North Dakota

e Significant development and cost remaining before

project can produce revenue

Complete business plan and revenue analysis to
determine purpose and sustainability has not been
done

Cooperation Agreement is vague and creates
opportunities for dispute, and parties are not fully
abiding by terms of the agreement

Lack of trust between GDCD and LAWA leadership
due to conflicting priorities

Certain agreements are not in place/documented
(e.g., USACE, Water Supply Agreement)

Risk and decision-making authority not well aligned
No clear KPIs or performance measurements for
tracking cost effectiveness of project development

Lack of full alignment on scope of project

Uncertain federal funding landscape

Disputes over how to best deliver water to smaller
communities

Risk for potential future lawsuits

Customers being asked to pay for pipeline with no
current benefit (i.e., only in case of drought), unclear
messaging and related political challenges

Declining expected oil extraction tax revenues into
the RTF could make future funding less certain
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Recommended Options to Improve Governance and Finance Models

After analyzingthe current governance and finance model for RRVWSP and assessing potential
solutionsto the major weaknesses and challenges for the governance of the project using the
Evaluation Criteria, the study has identified three potential options for improving the
governance and finance model of RRVWSP:

Table 10: RRVWSP Peer Project Spotlight

e Option 1: Maintaining the current
governance structure with
improvements to address the
weaknesses of the current model

and reduce conflict, including The Lake Powell Pipeline (LPP) is a proposed 140-mile project to
increased informal engagementand | deliver Colorado River water from Lake Powell to fast-growing
mediation by DWR; communities in southern Utah with a high profile like RRVWSP.
The project permitting process has remained paused amid
e Option 2: Integrating SWC into a interstate opposition, unresolved water-rights questions,
formal oversight and leadership role | supplemental environmental review, and broader uncertainty
for the project; and around certain aspects of the project. The project illustrates
how large water-supply projects can lose momentum when
e Option 3: Transferring ownership governance is fragmented, costs rise, and the case for need and
and authority of project affordability is not regularly revalidated. For RRVWSP, the key
development from GDCD to SWC. implication is to strengthen governance through clear decision
rights, annual refreshes of demand and phasing assumptions,
These options each have benefits and and explicit approval gates for major scope and sequencing
tradeoffs, as well as implementation decisions to continue to demonstrate the value of the project
considerations, which will need to be and maintain credibility as conditions evolve.

weighed by the State. The options are
discussed in more depth below.

Option 1 — Maintaining the current governance structure with improvements to address the
weaknesses of the current model and reduce conflict, including increased informal
engagement and mediation by DWR

Option 1 focuses on maintainingthe current governance model and split-delivery approach but
addresses the uncertainty and conflict surrounding the project. The following actions can be
taken to address the weaknesses of the current model, better align the parties, and reduce
conflict:

e Engaging DWR in a regular mediation and facilitation role to align the parties;

e Amending the Cooperation Agreement and finalizing the terms of the Water Supply
Agreement between GDCD and LAWA to clearly delineate responsibilities and better
align decision-making with risk, including providing LAWA increased influence over
decisions that significantly increase its members’ financial risks;

e Finalizing other critical arrangements for the project (e.g., with USACE);
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e Developing a business plan and Figure 20: RRVWSP Option 1 Proposed Structure

financial analysis to facilitate long
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e Implementing a performance
metrics program to inform
decision-making and track impact
of State dollars.
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Summary of Benefits and Tradeoffs

($) Legislative Appropriation

This option is pragmaticand highly feasible s SHCIOE

because it can be implemented without funding Source for ARVWSH.

major statutory rework, assuming GDCD

and LAWA demonstrate a willingness to

engage and work together in good faith to resolve their differences and develop a shared
vision, business plan, and operating and contractual framework to take the project forward.
Without that commitment of the parties, the benefits of this option will be significantly
reduced.

The level of effort required for this option is moderate as it will require significant additional
engagement by DWR staff and investment of time and resources by GDCD and LAWA in the
development, negotiation, and execution of key project documents and agreements and the
financial analysis and plan.

The following summarizes the benefits and tradeoffs of Option 1:

Benefits: The actions in Option 1 will significantly improve alignment, clarity, planning, and
accountability for the project. Clearer decision-making processes with increased LAWA
engagement and influence in decisions that impact LAWA stakeholders will result in better
alignment between risk and decision-making authority. Similarly, increased engagement by
DWR staff, even in an informal facilitationrole, will permit the State, who is funding the bulk of
the project, to have more involvement in how decisions are being made for the project, in
addition to providing valuable conflict mediation between the parties. Bringing the parties
togetherto align around a shared vision for the project,amending or completing contracts that
remove ambiguity, and developing a long-term financial and business plan for the project will
reduce conflict, support long-term planning, strengthen the project’s ability to access financing
by lowering execution risk, and improve engagement with community and end user
beneficiaries of the project. Implementing a performance metrics program will increase
transparency and accountability around project development, inform project decision-making,
and allow the State to track the effectiveness and efficiency of the use of State investment.

Tradeoffs: This option will require additional investment of DWR staff time and resources,
including engagement by senior DWR leadership. This investment could be significant,
particularly in the short term as the parties work to resolve differences and align around a
shared vision. The current lack of trust between GDCD and LAWA leadership and history of
disagreements may resultin a prolonged negotiation process with the potential for additional
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disagreementsto arise, which could resultin increased demands on staff time and resources of
GDCD and LAWA board members (potentially necessitatingthe addition of professional staff for

LAWA) and increased legal costs.

RRVWSP Option 1 Implementation Roadmap and Responsibilities

The following table sets forth the key components, timeline, responsibilities, and legislative
actions or other authorities required to implement RRVWSP Option 1:

key external
agreements with
federal
counterparties.

Stakeholders

First Month: DWR, GDCD, LAWA Board, LAWA Board, Project Implementable
Establish a formal LAWA GDCD Board GDCD Board Stakeholders | administratively.
DWR-led facilitation

cadence so the

State can play a

regular mediation

role.

Months 2 to 6: DWR; GDCD; GDCD Board; DWR; Legal Project This governance
Amend the LAWA LAWA Board Counsel Stakeholders | action can be
Cooperation accomplished
Agreement to clarify contractually.
responsibilities,

decision rights, and

dispute resolution

processes.

Months 2 to 6: GDCD; LAWA | DWR Project This can be
Implement a Stakeholders | implemented
performance administratively,
metrics program to though

track the accountability could
effectiveness and be reinforced
efficiency of State through budget
investment, and a language.

10-year financial

plan.

Months 6 to 12: DWR DWR, USACE Legal Counsel GDCD; LAWA; | This is an agreement
Prioritize closure of Project between State and

Federal Government.

Option 2 —Integrating SWC into a formal oversight and leadership role for the project

Option 2 formally integrates SWC into the management and oversight of the project to drive
collaboration and better manage the State’s interests and risks. Under this model, the project
would maintain current ownership, construction,and O&M responsibilities consistent with the
splitdelivery model, but with SWC assuming a formal oversight role for the project, including:
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e Adding SWC as a formal Figure 21: RRVWSP Option 2 Proposed Structure
party to RRVWSP decision-
making processes (e.g.,
development, financing,
etc.) to represent the ($) Legitarive

State’s interest, serve as A:fg;;fm e
tie-breaker on divisive ﬂ— DWR
issues, and help overcome
conflict, when required;

e C(Creating a RRVWSP
Oversight Committee with “RTF s not the sole non-local

a representatwe from funding source for RRVWSP.
GDCD, LAWA, and SWC to oversee the project, align parties, and approve specific
decisions;

Key
OVERSIGHT isi
Decisions RRVWSP

COMMITTEE -
pelivery
ream
Dzw\l.r;z;\ Cos!«Share

State Funding

e Amendingor replacingthe Cooperation Agreement to further clarify responsibilities and
decision-making, create the Oversight Committee, and define what decisions require
Oversight Committee approval; and

e Implementing other changes included in Option 1 to strengthen the project (i.e.,
finalizing other critical arrangements, developing a financial analysis and plan, and
implementing a performance metrics program).

Summary of Benefits and Tradeoffs

While this option is quite feasible, it represents a significant shiftin how the project is currently
managed. Despite the current ownership, construction, and O&M responsibilities remaining
with the current parties consistent with the split delivery model, SWC and the State will have a
much larger role in the decision-making and management of the project.

The level of effort to make the governance changes required by this shift, including amending
governance agreements, expanding any statutory authorities, and deepening SWC and DWR
involvement, is moderate to high, but could resultin a more efficient project development and
execution approach going forward.

The following summarizes the benefits and tradeoffs of Option 2:

Benefits: This option helps alleviate two of the fundamental weaknesses of the current RRVWSP
governance structure by better aligning decision-making with risk and encouraging
collaboration and accountability. By giving SWC a formal oversight and leadership role, SWC can
ensurethe strongstewardship of State resources and better represent the State’s interests for
critical decisions. By elevatingimportant decisionsto the three-person Oversight Committee, it
will allow cleaner decision-making, reduce “two-sponsor deadlock,” help push the parties
towards consensus, and strengthen delivery discipline. Reducing conflict between the parties
also has a positive impact on the perceived governance risk and execution risk of the project for
prospective financiers, making the project more attractive for financing. Several benefits of
Option 1 would also accrue here, including stronger long-term planning, increased transparency
and accountability around project development, and enhanced ability for the State to track the
effectiveness and efficiency of the use of the State’s investment.
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Tradeoffs: The creation of the Oversight Committee, including negotiating the scope of its
authority and decision rights and amending the governance documents of the project to
formalize the committee and its processes and procedures, will require moderately high short-
term investment of time and resources of SWC, GDCD, and LAWA. This option will also require
ongoing investment of time and resources by DWR and its staff to more actively engage with
the project and conduct the analysis and decision-making required in its Oversight Committee
role. Adding an additional layer of governance through the Oversight Committee may create
some delays due to procedural compliance and additional engagement of the parties around
key decisions, making it critical to tightly scope what decisions require Oversight Committee
approval (i.e., avoiding “over-escalation” in the governance design).

RRVWSP Option 2 Implementation Roadmap and Responsibilities

The following table sets forth the key components, timeline, responsibilities, and legislative

actions or other authorities required to implement RRVWSP Option 2:

representatives
from GDCD, LAWA,
and SWC.

First 4 Months: DWR SWC GDCD Board, Project N/A

Define SWC LAWA Board, Stakeholders

oversight operating Legal Counsel

model and specifics

of SWC

involvement.

Months 7 to 11: DWR; swc SWC, GDCD Project N/A

Secure statutory Legislature Board, LAWA Stakeholders

approvals for Board

adding SWCas a

formal party to

RRVWSP decision

making.

Months 12 to 15: DWR; GDCD; SWC; GDCD SWC, GDCD Project Requires formal
Create a RRVWSP LAWA Board; LAWA | Board, LAWA Stakeholders creation through
Oversight Board Board; Legal amended
Committee Counsel governance
composed of documents.
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Months 16 to 21: DWR; GDCD; SWC; GDCD SWC, GDCD Project N/A
Amend or replace LAWA Board; LAWA | Board, LAWA Stakeholders

the Cooperation Board Board; Legal

Agreement to Counsel

embed Oversight

Committee

authority and

specify which

decisions require

Oversight

Committee

approval.

Months 22 to 26: DWR; GDCD; SWC; GDCD SWC, GDCD Project N/A
Implement other LAWA Board; LAWA | Board, LAWA Stakeholders
strengthening Board Board

measures included
in Option 1, a
performance
metrics program,
and a 10-year
financial plan.

Option 3 — State Ownership and SWC Operational Authority

This option provides the most disruptive but most decisive governance change. Under Option 3,
ownership and authority over both pipeline construction and O&M would be transferred from
GDCD to the State, with SWC assuming a formal leadership and oversight role for the project.
To effect this change, several actions would be required:

e Amending statutory authorities to codify the shift in project ownership and
management;

e Redrafting or replacing the Cooperation Agreement to define LAWA'’s role related to
water delivery upon substantial completion and formal consultation throughout the
construction process, in line with the split-delivery model;

e Developingand executing a management transition plan to effectively transfer project
management capabilities from GDCD to SWC and DWR and maintain continuity with
GDCD staff and contractors with substantial roles on RRVWSP planning and operations;

e Transferring project contracts (e.g., construction contracts) from GDCD to SWC, as
needed; and

e Implementing other changes included in Option 1 to strengthen the project (i.e.,
finalizing other critical arrangements, developing a financial analysis and plan, and
implementing a performance metrics program).
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One less disruptive variation would be to transfer ownership and oversight of the project from
GDCD to SWC, while having SWC contract with GDCD to manage construction and, after
construction, O&M of the project. This approach would give SWC decision-making authority
while leveraging the . .

Figure 22: RRVWSP Option 3 Proposed Structure
capabilities and staff of & P P

GDCD to manage the day-to- ($) Legislative
Appropriation Ownership, Administration

day activities of the project Through & Funding
. . SWC/DWR
and may simplify the legal
and contractual changes. GDCD
{Contractor} Downstream

Delivery & Local
Cost-Share

Over time, LAWA may

develop the resources and
capabilities to become a f‘mifgng:f; sole non-local
candidate for ownership of

the system. By building

capacity within LAWA and developinga strong relationship between LAWA and the State, there
may be a longer-term opportunity to transfer ownership of the system to LAWA, similar to
Option 3 for SWPP. However, based on LAWA'’s current resource and capacity constraints and
the need for significant State intervention in the project to drive progress, transferring
ownership is not recommended at this time.

Summary of Benefits and Tradeoffs

Option 3 requires a major legal and contractual reset, a significant State capacity build and
investment, and careful political and stakeholder management.

The level of effort to both implement the required actions and for the State to own and manage
the project going forward is high. However, the benefits of this investment could be significant
with the State being able to more effectively manage its significant funding risk and reduce
friction and deadlock.

The following summarizes the benefits and tradeoffs of Option 3:

Benefits: This option providesthe State with direct oversight and responsibility for the project,
reflecting the enormous investment the State is making in the project and aligning decision
rights with the party bearing the largest risk burden. It also allows SWC and DWR to leverage
their experience and capabilities in owning and overseeing SWPP and NAWS. By transitioning
ownership from GDCD to SWC, the shift should lead to a significant reduction of bureaucratic
friction and conflict, which will reduce delays in project development and provide a more stable
project development environment. Given the relatively limited State oversight of GDCD in the
current model, this option would increase the accountability for cost growth, schedule slippage,
and long-run O&M performance. Several benefits of Option 1 would also accrue here, including
stronger long-term planning, increased transparency and accountability around project
development, and enhanced ability for the State to track the effectiveness and efficiency of the
use of State investment.

Tradeoffs: The tradeoffs of implementing this option are significant. Legislative action will be
required to authorize thisrealignment. The transition will also create one-time costs for major
legal and contract restructuring, transitioning of construction management and O&M
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responsibilities, building staffingand capacity of SWC and DWR to own and manage the project,
and potential claims if contracts are reset or roles are terminated. Goingforward, the State will
assume more direct performance, cost, and schedule risk, and carry a higher administrative
footprint for governance, reporting, and operational oversight. Given the major shifts required
by this option, it will be very difficult to avoid some transition disruption and project delays.
Some of these costs could be mitigated if SWC contracts GDCD to continue to manage
construction and O&M, although it would likely increase the ongoingadministrative costs of the

project.

RRVWSP Option 3 Implementation Roadmap and Responsibilities

The following table sets forth the key components, timeline, responsibilities, and legislative
actions or other authorities required to implement RRVWSP Option 3:

the Cooperation
Agreement

Legal Counsel

First 6 Months: DWR SWC SWC; GDCD; Legislature No additional

Conduct a legal and LAWA; Legal authority needed but

operational Counsel should be structured

readiness to support eventual

assessment for transfer legislation

ownership transfer. and formal transfer
documentation.

First 6 Months: DWR; GDCD SWC, GDCD SWC, GDCD N/A

Assess the post- Staff Board Board, LAWA

transfer Board; Legal

governance, staffing Counsel

needs, and draft

contracts necessary

for the transfer and

delegated

management of the

project (if desired)

Months 7 to 11: DWR; GDCD; SWC; GDCD SWC, GDCD Project This is a prerequisite

Amend statutory LAWA; Board, LAWA Board, LAWA Stakeholders for implementation.

authorities to Legislature Board Board; Legal Without statutory

formalize the shift Counsel change, the State-led

in project ownership and

ownership, management model

management, and cannot be fully

operational operationalized.

authority to the

State.

Months 12 to 24: DWR; LAWA SWC; LAWA SWC; GDCD; Project N/A

Amend or replace Board LAWA Board; Stakeholders
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Months 24 to 36: DWR; GDCD SWC; GDCD SWC; GDCD; Project Contract negotiation,

Transfer applicable Board LAWA Board; Stakeholders assignment, or re-
project contracts, Legal Counsel procurement may be
such as construction required. This creates
contracts, from risk of claims, delay,
GDCD to SWC as and additional
needed. transaction costs if

existing contracts
must be restructured
or terminated.

Potential Additional Opportunities to Strengthen RRVWSP Finances

In addition to the three broader options outlined above, there are additional potential
opportunities to strengthen the financing of RRVWSP. The following actions can augment,
extend, or add to the approachesin a selected option to improve the cost effectiveness, access
to finance, and financial sustainability of RRVWSP. These options are focused on two main
objectives: (1) strengthening the financial management and sustainability RRVWSP and (2)
identifying potential additional sources and approaches for financing RRVWSP.

Financial Management and Sustainability Enhancement Opportunities for RRVWSP

Given the immense scale and cost of RRVWSP, it is critical that the project is developed in a
manner that ensures its financial viability and sustainability over the long-term. This can be
done by taking one or more of the following actions:

Beneficiary User Fees: Although RRVWSP is still in development and construction, the
project could develop a plan to start collecting fees from users of beneficiary water
systems to help fund project development costs and the staffing of LAWA. These fees
could be phased in over time to reduce the short-term burden on users but would
provide an important source of fundingto expand the capacity of LAWA (including hiring
full-time staff) and support the long-term development and maintenance of the project.

Broadening Revenue Sources: While the initial and primary purpose of RRVWSP is to
deliver supplemental water to the Red River Valley for drought prevention and
economic development, the State could consider a broader business model for the
projectthat permits water from the pipeline to be distributed via branch pipelines for
agricultural, industrial, and domestic purposes that would generate additional revenue
from the project. These uses would be secondary to its supplemental water delivery
mandate but could potentially improve project economics, despite the significant
additional investment that would be required. As mentioned earlier, the scope of this
study does not extend to alternative models of the project, so additional analysis would
be required to assess the feasibility of this model and develop a business strategy and
financial plan to take it forward. GDCD has already done some analysis of this expanded
business model, which can help inform the development of the business strategy and
financial plan.

State Funding Ceiling: The State could institute the existing funding ceiling for RRVWSP
equal to $773M beginning with the 25-27 biennium. This ceiling would control
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forecasted costs for large projects and aligns with the legislative intent provided for in
HB 1020 (2025).

Alternative Sources and Approaches for Funding and Financing for RRVWSP

To reduce thedemand on the RTF, the State could explore alternative sources and approaches
for fundingand financingto draw additional capitalinto RRVWSP. In addition to the alternative
financingsources and approaches that could be available to all of RRVWSP, SWPP, and NAWS
outlined in the “Common System Finance Enhancement Opportunities” below, RRVWSP could
benefit from the following sources and approaches that more specifically align to the scope and
purpose of RRVWSP:

e legacy Fund-Backed Bond: The State could issue $568M (the remaining funding
commitment of the State) in bonds backed by available earnings from the Legacy Fund,
to be obligated beginning in the 2027-2029 biennium.

e Resilience-Focused Finance and Resilience Bonds: There is a growing market for
innovative resilience-focused financinginstruments, such as resilience bonds, which are
used to fund projects that mitigate the risks and impacts of catastrophicweather events
such as drought and flooding. RRVWSP’s drought-mitigation purpose could be well-
aligned with accessing resilience-focused financing and funding. Potential resilience-
focused financing approaches include:

o Resilience Use-of-Proceeds Bonds: The State could issue the Legacy Fund-backed
bond mentioned above as a “resilience use-of-proceeds bond” to help finance
RRVWSP. At its core, it is a traditional state bond backed by earnings from the
Legacy Fund, but because the proceeds of the bond will be used to fund
infrastructure that will greatly enhance the State of North Dakota’s resilience to
catastrophicweather events like floods and drought, it could be positioned in a
way that makes it appealing to investors that are also looking to generate
positive impacts from their investments. The primary benefitis one of marketing
— it widens the pool of investors that may be willing to invest.

o Resilience Bonds: A traditional resilience bond can be used to help fund a
drought mitigation project like RRVWSP by tying part of the project’s financing
cost to measurable reductions in drought-related risk and cost and then using
those quantified benefits to (a) create a dedicated repayment stream, (b) justify
lower-cost capital, and/or (c) unlock partner funding (insurers and large
customers). While complex to develop, a resilience bond effectively monetizes
and captures the drought-resilience benefits of the project such as avoided crop
losses and protection against significant business interruption for industry.

o FEMA BRIC Funding: The FEMA Building Resilient Infrastructure and
Communities (BRIC) grant program makes federal funds available to states, U.S.
territories, federally recognized tribal governments, and local governments for
hazard mitigation activities, including drought. While small in relation to the
overall project size, RRVWSP could seek BRIC funding to cover a small
component of the project. However, the State would have to weigh the benefits
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of this grant funding against the risk of additional lawsuits and construction
delaysthat could result from the project becoming subject to the requirements
of the National Environmental Policy Act (NEPA).

Figure 23: RRVWSP Impact Analysis

Alignment of Risk Burden with Decision

L)

L)

L)

Making Authority Low Improved Improved Improved
Effectiveness of Current Governance f f f
Structure & Authority Low Improved Improved Improved
Level of Stakeholder Representation, “ “ “
Transparency & Public Accountability Medium Limited Net Impact | Limited Net Impact | Limited Net Impact
Alignment of Structure, Capacity &
Capabilities with Stated Policy, Strategy & . t f o ' '
Low Improved Improved Limited Net Impact

Goals
Feasibility to Implement/ROI of N/A Feasible w/ Higher LOE, Feasible, high
Implementing Recommendations limited ROI higher ROI potential ROI
Efficient Use of State and Local Resources f f f
and Availability of Alternatives Medium Improved Improved Improved
Long Term Affordability for Stakeholders o ' ' o ' ' o ' '

Medium Limited Net Impact | Limited Net Impact | Limited Net Impact
Structured to Address Future Risks and . t f t
Facilitate Sustainability Low Improved Improved Improved
Ability to Attract Federal, State and Local f f “
Investment Medium Improved Improved Limited Net Impact
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Table 11: Summary of Recommended Options for RRVWSP

Continue pursuing split-delivery
model where GDCD owns (and will
eventually operate) the pipeline and
is responsible for getting water to
Lake Ashtabula and LAWA is
responsible for organizing
downstream delivery, but addressing
the uncertainty and conflict
surrounding the project, including:

* Engaging DWR in a regular
mediation and facilitation role to
align parties;

* Amending the Cooperation
Agreement or finalizing the terms
of the Water Supply Agreement
to clearly delineate
responsibilities and better align
decision-making with risk;

* Negotiating and finalizing
outstanding project
arrangements (e.g., USACE);

* Developing a business plan and
financial analysis to facilitate long
term sustainability of the project;
and

* Implementing a performance
metrics program to inform
decision-making and track impact
of State dollars.

Maintain current ownership,
construction, and O&M
responsibilities consistent with the
split delivery model, but with SWC
assuming a formal oversight role for
the project, including:

¢ Adding SWC as a formal party to
RRVWSP decision-making
processes (e.g., development,
financing, etc.) to represent the
State’s interest, serve as
tiebreaker on divisive issues and
help overcome conflict where
required;

* Creating a RRVWSP Oversight
Committee with a representative
from GDCD, LAWA, and SWC to
oversee the project, align parties,
and approve certain decisions;

* Amending or replacing the
Cooperation Agreement to
further clarify responsibilities and
decision-making, create Oversight
Committee, and define what
decisions require Oversight
Committee approval; and

* Implementing other changes
included in Option 1 to
strengthen the project.

Transfer ownership of the project from
GDCD to the State, with SWC assuming
a formal leadership and oversight role
for the project, and DWR becoming the
administrator and project sponsor,
including:

* Amending statutory authorities to
codify the shift in project ownership
and management;

* Redrafting or replacing the
cooperation agreement with LAWA;

* Developing and executing a
transition plan to effectively
transfer project management
capabilities from GDCD to SWC and
DWR while maintaining continuity
with GDCD staff and contractors in
substantial roles on RRVWSP
planning and operations, including
potentially contracting with GDCD
for ongoing project support;

¢ Transferring project contracts (e.g.,
construction contracts) from GDCD
to SWC, as needed; and

* Implementing other changes
included in Option 1 to strengthen
the project.

Clearer and better-aligned
decision-making processes with
LAWA engaged in decisions that
impact LAWA stakeholders;
State’s interests are better
represented within project
governance; more efficient
conflict resolution.

¢ Clearer and better-aligned
decision-making processes with a
broader set of interests
represented (State, LAWA
members, etc.); comprehensive
state-wide interests are better
represented within project
governance; more efficient
conflict resolution.

* Clearer and more risk-aligned
decision-making; State’s interests
better represented within project
governance, financing, and O&M;
Significant reduction of
bureaucratic friction for costly and
important project.

Increased investment of DWR
staff time and resources; will
require time and effort to make
required governance changes and
contract amendments; potential
for additional short-term
disagreements.

* Increased investment of time and
resources by DWR; will require
time and effort to make required
governance changes and contract
amendments; increased
processes for RRVWSP project
decisions; increased political
scrutiny of SWC.

* Significantly increased investment
of time and resources by DWR and
staff; will require time and effort to
make required governance changes
and rewrite agreements; potential
for political pressure against
transfer.
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Common System Governance Enhancement Opportunities

Based on thereview of the three regional water systems and peer systems across the country,
there are three cross-cutting strategic opportunities to strengthen the oversight and
management of these systems: (1) Performance Monitoring, (2) Strategic & Financial Planning
Development, and (3) Process Documentation and Decision Tree Mapping.

Performance Metrics and Monitoring Indicators

Performance monitoring for water systems ensures public health protection, operational
efficiency, financial accountability, and resource sustainability. Performance monitoring is best
understood as an ongoing, time-based assessment of service quality and outputs (or outcomes).
This differs from a one-time analysis, which typically evaluates discrete decision-making,
accountability, and oversight processes.

A disciplined metrics program turns “inputs” into accountability for outcomes, supporting
operational reliability, financial transparency, and publictrust. It enables trend detection, earlier
intervention, and clearer decision tradeoffs. Performance indicators should be reported and
evaluated at least quarterly to facilitate impactful measurement and analysis. Table 12 provides
a set of representative quantifiable metrics tied to efficient use of State dollars, governance
effectiveness, delivery timeliness, and decision transparency. The choice of metrics to track
should be tailored to the specific needs, development status, and challenges of the project and
its stakeholders to maximize their value for decision-making and transparency.

Long-Term Strategic Planning

All three systems would benefit from clear long-term strategies and financial plans that provide
a transparent “single source of truth” for scenario testing, including cost escalation, phasing,
demand growth, and lifecycle needs. This also enables milestone-based funding, which ties
decision checkpoints to readiness, milestones, and performance that can improve transparency
and risk management.

Process Documentation and Decision Tree Mapping

Making “how decisions get made” explicit improves repeatability, speed, and auditability,
especially during high-stakes events. Clear process maps reduce reliance on institutional
knowledge, clarify roles and handoffs, and reveal bottlenecks. Decision trees support consistent
escalation and faster resolution for issues like supply allocation, emergency response, and
major spending approvals.
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Common System Finance Enhancement Opportunities

With over $2.6B in total estimated cost for the development of these three regional water
systems, financingthese systems has been, and continues to be, a significant challenge for the
State. In addition to the system-specific options presented above, the study team, in
collaboration with the team conducting the parallel study of the State’s cost-share program,
hasidentified several opportunities that could be leveraged by any or all of the three systems
to strengthen the financial management and sustainability of the systems and/or provide
additional sources of funding and financing for the systems.

Financial Management and Sustainability Enhancement Opportunities for All Three Systems

Enhancing the financial management and project economics of the three systems will ensure
that the impact of State funding is maximized and the systems are positioned for long-term
financial stability. The following actions could improve the financial management and
sustainability of the three systems:

e Long-Term Financial Planning: As part of the long-term strategic planning efforts
referenced in the previous section, all three systems would benefit from the
development of clear, detailed, long-term financial plans to inform development,
construction, buildout, and O&M decisions, including plans for financing, revenue and
rates management, REM, capital improvements, reserve funds, and financial
monitoring.

e Accountability Mechanisms: State financing decisions could be integrated with key
timeline milestones and performance metrics. Financing works best when paired with
clear readiness criteria, milestones, and ongoing performance monitoring to protect
public value.

e Cross-Subsidizing Rate Structures: To improve affordability for household customers of
the regional water systems, the systems could impose special fees or surcharges on
large water users like data centers, agricultural, and industrial users to offset project
buildout and other capital costs.

Alternative Sources and Approaches for Funding and Financing for All Three Systems

Given the scale and cost of the three regional water systems, there is likely not one alternative
financing solution that is going to address all or even a signification portion of the financing
needs of the projects. Rather, it may take several different sources and approaches that are
layered into a “capital stack” that appropriately balances affordability, financial sustainability,
and State resource use efficiency considerations. Potential alternative sources and approaches
for funding and financing include:

e FullyObligate Lines of Credit: To address the forecasted aggregate RTF shortfall over the
next 14 years, the State could fully obligate the $260M in available lines of credit for
water projects and delay reimbursing these lines of credit from the RTF until after 2031,
once sufficient funds are available to repay these outstanding amounts.

e Utilize Federally Funded Drinking Water Revolving Fund: In FY25, North Dakota’s
Drinking Water Revolving Loan Fund (DWRLF) was allocated more than $43M in federal
funding. While the WIRLF has been utilized for some funding for the regional water
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systems, the projects could also seek inclusion in the State’s Intended Use Plan for the
DWRLF to access those funds. Because many of the communities serviced by the three
systems may meet the requirements of “disadvantaged communities” under governing
legislation, the DWRLF funding could be structured in a way that makes it eligible for
“principal forgiveness,” which effectively converts the loan, fully or in part, into grants
funded through federal funds. The State would have to balance the benefits of this
approach with the needs of smaller water projects and communities that rely on DWRLF
for affordable financing.

e Expand Capacity of WIRLF: Given the anticipated local funding needs of the projects,
particularly RRVWSP, the State could consider expandingthe WIRLF to make more long-
term and low-cost fundingavailable to local sponsors of the regional water systems. As
an alternative to funding the expansion using additional resources out of the RTF, the
State could consider using blended finance approaches (discussed further below) to
draw private capital into the WIRLF.

e Utilize Infrastructure Revolving Loan Fund for Water Projects: BND manages the
Infrastructure Revolving Loan Fund (IRLF), that provides low-cost loans to political
subdivisions, GDCD, and LAWA for repair, replacement, and new infrastructure projects,
including roads, bridges, airports, communications, and water. IRLF financing could be
used to address the funding needs for the local share of costs of the three systems.

e Access Additional Federal Funding: While some federal funding has already been
leveraged for the SWPP and NAWS projects, the State could seek to attract additional
federal fundingfor the projects. This funding could include Congress-directed earmarks
and grant funding or finance from USDA Rural Development, EPA, FEMA, Bureau of
Reclamation, or other programs. For example, in November 2025, EPA announced the
availability of $6.5B in loans and guarantees under its Water Infrastructure Finance and
Innovation Act (WIFIA) program, which provides long-term, low-cost, supplemental
credit assistance under customized terms to creditworthy water infrastructure projects
of national and regional significance. However, the State would have to weigh the
benefits of accessing federal funding against the risk of additional lawsuits and
construction delays that could result from the projects becoming subject to the
requirements of NEPA.

e Guaranteesand Blended Financing: The State can use its flexible RTF funding and strong
credit rating for blended finance approaches that draw more private capital into the
regional water system projects by mitigating risk and enhancing returns for private
investors. This can take several forms, including:

o providing guarantees to the local regional water system sponsors (e.g., LAWA,
NAWS Authority, and SWA) to access finance for buildout and REM needs at a
lower cost;

o providing a guarantee or “first loss” funding to WIRLF or a similar fund to
mitigate risk for private investors and draw outside capital into the fund;

o providinginterest subsidiesto bridge the gap between theinterest rate required
by private investors to finance the regional water systems and the affordable
interest rates charged by BND to borrowers under WIRLF or similar funds.
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The State could also seek to partner with large corporate water users that benefit from
the regional water systems and water-focused private foundations to attract other
flexible fundingthat could be used as catalytic capital within blended finance structures.

Conclusion

North Dakota’s regional water systems are critical long-term public investments, and their
success will depend not only on continued capital support, but on governance and financing
models that are clear, sustainable, and accountable. While SWPP, NAWS and RRVWSP each face
distinct circumstances, the same underlying priorities apply across all three systems: aligning
decision-making with risk and responsibility, strengthening long-range financial planning,
improving transparency, and building the operational capacity needed to support reliable
service over time. Advancing these priorities by implementing one or more of the options
outlined in this report will help the State and local partners better manage costs, reduce
deliveryrisk, improve publicconfidence, and position the systems to meet future water needs.
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https://www.swc.nd.gov/info_edu/water_development_plan/wdp/large projects/red r

iver _valley water supply project.pdf.

Best official overview for RRVWSP purpose, structure, and funding.

Red River Valley Water Supply Project. “Funding.” https://www.rrvwsp.com/funding/.

Useful public-facing summary of how project funding is described by project sponsors.

Red River Valley Water Supply Project. “2025 Legislative Session Update.” April 1, 2025.

https://www.rrvwsp.com/2025/04/01/2025-legislative-session-update/.

Current legislative update source for RRVWSP status and funding messaging.

North Dakota State Water Commission. Water Commission Approves 5180 Million Red

River Valley Water Supply Project. August 10, 2023.

https://www.swc.nd.gov/info_edu/news_and_media/pdfs/archived/2023 08 10 water
commission_approves %24180 million red river valley water supply project.pdf.

Strong official source documenting a major state funding decision.

North Dakota Department of Water Resources. RRVWSP Intake Report.

https://www.dwr.nd.gov/pdfs/rrvwsp _intake report.pdf.

Technical source for intake design and infrastructure planning.

North Dakota Legislative Assembly. North Dakota Century Code Title 61, Chapter 39:

Lake Agassiz Water Authority. https://ndlegis.gov/cencode/t61c39.pdf.

Best legal anchor for LAWA'’s formal authority.

Garrison Diversion Conservancy District. “Red River Valley Water Supply Project.”

https://garrisondiversion.org/focus-areas/red-river-valley-water-supply-project/.

Useful for GDCD’s own statement of project purpose and role.
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26. Lake Agassiz Water Authority. “Red River Valley.”
https://lakeagassiz.org/red river valley/.

Useful for LAWA’s own statement of project role and service vision.

27. North Dakota Department of Water Resources. “Revenue Sources.”
https://www.swc.nd.gov/info _edu/water_development plan/revenue_sources.html.
Good statewide source for water-funding mechanisms and revenue structure.

28. North Dakota Department of Water Resources. Executive Summary: Water
Development Plan.
https://www.dwr.nd.gov/info_edu/water _development plan/wdp/pdfs/executive_sum
mary water development plan.pdf.

Useful high-level source for statewide water-planning and funding context.

29. North Dakota Department of Water Resources. 14-Year Water Project Funding Needs
from DWR Revenue Comparisons.
https://www.swc.nd.gov/info _edu/water development plan/wdp/long term_funding
estimates/14 year water project funding needs from dwr _revenue comparisions.p
df.

Best statewide source for long-range funding-gap framing.

30. North Dakota Department of Water Resources. 2025-2027 Water Development Project
Funding Plan.
https://www.dwr.nd.gov/info_edu/water_development plan/wdp/pdfs/2025 2027 w
ater_development project funding plan.png.

Useful current-cycle funding-plan snapshot.

31. North Dakota Department of Water Resources. North Dakota Regional Water Systems
Governance and Finance Report RFI.
https://www.swc.nd.gov/pdfs/home_page/nd_regional water systems governance a
nd finance report.pdf.

Potentially useful secondary support source, but weaker than statute and primary
project materials.

32. U.S. Environmental Protection Agency. Effective Utility Management: A Primer for
Water and Wastewater Utilities. https://www.epa.gov/system/files/documents/2024-
08/eum-primer.pdf.

Useful primary framework source for EPA’s effective utility management attributes,
including the Ten Attributes and related utility performance improvement concepts.

33. American Water Works Association. Utility Benchmarking Program.
https://www.awwa.org/Benchmarking.

Useful primary framework source for AWWA utility benchmarking, peer comparison,
and annual survey-based performance tracking for utilities.

34. National Institute of Standards and Technology. Baldrige Excellence Framework.
https://www.nist.gov/baldrige/publications/baldrige-excellence-framework.

Useful primary framework source for organizational excellence, systems thinking,
process evaluation, and results measurement.

35. Executive Office of the President, Office of Management and Budget. Capital
Programming Guide V 2.0: Supplement to OMB Circular A-11, Part 7.
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https://www.whitehouse.gov/wp-

content/uploads/2018/06/capital programming guide.pdf.

Useful federal capital planning source for cost, schedule, milestone, and oversight
concepts supporting performance-monitoring indicators.

36. U.S. Department of Energy, Office of Project Management. Project Management
Performance Metrics. https://www.energy.gov/sites/default/files/2026-
02/FY2026%20Q1%20Project%20Management%20Performance%20Metrics%20Report.
pdf.

Useful federal dashboard source for traffic-light monitoring of scope, schedule, and cost
performance in capital projects.

37. U.S. Department of Energy. Guide to IT Capital Planning and Investment Control.
https://www.directives.doe.gov/terms_definitions/capital-planning-and-investment-
control-cpic.
https://www.energy.gov/sites/prod/files/2017/03/f34/2017%20D0OE%201T%20CPIC%20
Guide%20%2803312017%29.pdf.

Useful secondary federal performance-management source for disciplined select-
control-evaluate monitoring of cost, schedule, performance, and expected benefits.

38. U.S. Department of the Treasury. Capital Projects Fund Recipient Compliance and
Reporting.
https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-
tribal-governments/capital-projects-fund/recipient-compliance-and-reporting-
responsibilities.

Useful federal reporting source for quarterly project and expenditure reporting and
annual performance reporting expectations.

39. American Water Works Association. Levels of Service Metrics Guidance for Water Sector
Utilities. https://www.awwa.org/wp-content/uploads/Levels-of-Service-Metrics-
Guidance-for-Water-Sector-Utilities.pdf.

Useful secondary sector source for service-level metrics, customer expectations, and
linking asset management decisions to measurable utility outcomes.

40. Board of Water Supply, City and County of Honolulu. Water Master Plan; 30-Year
Infrastructure Investment Plan.
https://www.boardofwatersupply.com/bws/media/files/bws-30-year-infrastructure-
investment-plan-summary-final-2019-09-23.pdf.

Useful comparative utility planning source for asset condition, lifecycle planning, and
long-range infrastructure investment prioritization.

41. North Dakota State Water Commission and Southwest Water Authority. Agreement
for the Transfer of Management, Operations, and Maintenance Responsibilities for the
Southwest Pipeline Project. Effective January 1, 1996.
https://www.swc.nd.gov/pdfs/sb2233 sb2020.pdf. Provided by DWR as PDF.

This transfer agreement is the foundational document that shifted day-to-day
management, operations, and maintenance of the Southwest Pipeline Project from the
State Water Commission to the Southwest Water Authority effective January 1, 1996,
making it central to understanding the State-owner/SWA-operator governance split.
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42.

43.

44,

45.

46.

47.

48.

49.

50.

North Dakota State Water Commission. Selected Action Memos Related to the
Southwest Pipeline Project. Provided by DWR as PDF.

These SWC action memos document key State decisions on SWPP funding, approvals,
governance actions, and major project priorities, and are useful for tracing how the
owner exercised authority over buildout, rates, and capital planning.

Southwest Water Authority. Rules and Regulations for Water Service from the
Southwest Pipeline Project. Adopted September 4, 2012. https://swwater.com/wp-
content/uploads/SWA-RulesReg-Revised-9-2012.pdf.

This rules and regulations document lays out the operational terms of SWPP water
service, including application requirements, service-line cost responsibilities, cross-
connection rules, customer classes, and rate approval structure.

Southwest Water Authority. By-Laws of Southwest Water Authority. Adopted
September 20, 1991. Amended October 12, 1998, and April 1, 2002.
https://swwater.com/wp-content/uploads/SWA-Bylaws.pdf.

The by-laws define SWA’s legal purpose, board structure, officer roles, fiscal year, and
core governance mechanics. It is a foundational corporate-governance document for
understanding how SWA is organized and how board authority is structured.
Southwest Water Authority. Southwest Water Authority Board Policy Manual. Provided
by DWR as PDF.

The Board Policy Manual consolidates SWA'’s standing governance policies, board
responsibilities, oversight expectations, and operatingnorms beyond the by-laws alone.
Southwest Water Authority. Representative Water Service Agreements. Provided by
DWR as PDF.

These representative water service agreements show the contractual terms between
SWA and customers or communities, such as service obligations, payment terms, capital
repayment or user-fee structure, infrastructure responsibilities, and customer
conditions.

Southwest Water Authority. Selected Action Memos Related to the Southwest Pipeline
Project. Provided by DWR as PDF.

These SWA action memos capture management recommendations, project statusitems,
capital requests, operational issues, and other internal decision records related to
SWPP.

Southwest Water Authority. Southwest Water Authority Board Governance Process and
Job Description. https://swwater.com/wp-content/uploads/June-2025-Board-
Packet.pdf.

This board packet itemindicates howthe board defines and reviews its own governance
role, oversight duties, and relationship to management.

Southwest Water Authority. Annual Operating Report, 2024. https://swwater.com/wp-
content/uploads/SWA-2024-Annual-Operating-Report.pdf.

The 2024 Annual Operating Report provides an annual performance snapshot of SWA
operations, including total water delivered, leadership messages, construction
highlights, and system/service area information.

Southwest Water Authority. Southwest Pipeline Project & Southwest Water Authority
Update to Water Topics Overview Committee.
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https://ndlegis.gov/sites/default/files/committees/68-

2023/25.5064.02000 13002 presentation.pdf.

This committee update presentation providesa current strategicand capital snapshot of
SWPP and SWA, including system scale, customer base, major construction priorities,
treatment plant expansion, hydraulic improvements, storage projects, and current
fundingneeds. It is particularly useful for understanding near-term capital priorities and
legislative messaging.

51. North Dakota State Water Commission and City of Minot. Northwest Area Water
Supply Project Financing Contract.
https://www.minotnd.gov/AgendaCenter/ViewFile/Item/77867filelD=23266.
https://www.swc.nd.gov/thedwr/naws_meeting minutes/naws_meeting minutes/202
4 05 23.pdf.

This financing contract materials package documents the updated NAWS financing
arrangement between the State and the City of Minot, including approval history and
the City’'s commitment to fund 35% of capital costs, with the balance expected from
state or federal reimbursement. It is a core local cost-share and project financing
document.

52. North Dakota State Water Commission and City of Minot. Water Supply and Treatment
Agreement for the Northwest Area Water Supply Project.
https://www.swc.nd.gov/thedwr/naws_meeting minutes/naws_meeting minutes/202
5 01 30.pdf.

This agreement materials package concerns the water supply and treatment
arrangement between the State and the City of Minot for NAWS, including coordination
between Minot groundwater supplies and NAWS surface water. It is important for
clarifyingtreatment responsibility, operational integration, and the City’s role in future
NAWS service delivery.

53. North Dakota State Water Commission, City of Minot, and US Department of the
Interior Bureau of Reclamation. Biota Water Treatment Plant Operations, Maintenance,
and Replacement Agreement.
https://www.minotnd.gov/AgendaCenter/ViewFile/Iltem/7078?filelD=21924.

This Biota Water Treatment Plant OM&R agreement defines the roles, responsibilities,
and funding framework for operating, maintaining, and replacing the Biota WTP among
the State, City of Minot, and Bureau of Reclamation.

54. Northwest Area Water Supply. Representative Water Service Agreements. Provided by
DWR as PDF.

These representative NAWS water service agreements show the customer-facing
contract structure for NAWS participants, including delivery terms, rates, obligations,
and possibly annual adjustment provisions.

55. North Dakota State Water Commission. Selected Action Memos Related to the
Northwest Area Water Supply Project. Provided by DWR as PDF.

These SWC action memos record formal State decisions related to NAWS financing,
Minot agreements, rates, and governance choices.
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56.

57.

58.

59.

North Dakota State Water Commission. 2025 NAWS Water Rate Memo.
https://staticl.squarespace.com/static/64de2b31fd70ab626296a44d/t/67633a9b17667
53085b4500e/1734556316225/NAWS+Users+2025+Water+Rate+Memo+Final.pdf.

This 2025 water rate memo explains the approved NAWS rates effective January 1,
2025, including customer-specificrate changes and the expense assumptions behind the
calculation, such as utilities, chemicals, salaries, maintenance, and equipment
replacement.

United States and Garrison Diversion Conservancy District. Amended Master Contract
for the Garrison Diversion Unit, Pick-Sloan Missouri Basin Program. Provided by DWR as
PDF.

This master contract is a foundationalfederal agreement governing GDCD’s authorities,
obligations, and relationship to the broader Pick-Sloan Missouri Basin program. For
RRVWSP analysis, it matters because GDCD’s current ownership and project role sit
within that larger contractual framework, and any governance restructuring would need
to account for those legacy agreements.

Garrison Diversion Conservancy District and Lake Agassiz Water Authority. Cooperative
Agreement for the Red River Valley Water Supply Project.
https://www.rrvwsp.com/2023/12/20/garrison-diversion-and-lawa-reconfirm-
partnership/. Provided by DWR as PDF.

The cooperation agreement confirms the partnership between GDCD and LAWA for
working together on RRVWSP planningand construction includingthe general allocation
of roles, collaboration terms, and expectations between the two entities.

Garrison Diversion Conservancy District and Lake Agassiz Water Authority. Interim
Financing Agreement Series F. Provided by DWR as PDF.

This interim financing agreement supports a plan for RRVWSP cash flow before
permanent funding or longer-term repayment sources are secured. It covers topics
including cost-share components, financing and invoicing, termination clauses, and
security provisions, making it relevant to understanding bridge financing and debt-
service structure for the project.

Additional Sources Reviewed

RRVWSP/LAWA/GDCD

Red River Valley Water Supply Project. RRVWSP Construction Status and 2023—2025
Work Plan. https://www.rrvwsp.com/2023/12/20/rrvwsp-construction-status-and-
2023-2025-work-plan/.

Construction progress and near-term work-plan update.

Red River Valley Water Supply Project. 2023 Legislative Update.
https://www.rrvwsp.com/2023/03/30/2023-legislative-update/.

Earlier legislative status update for RRVWSP.

Red River Valley Water Supply Project. About. https://www.rrvwsp.com/about/.
General project overview and sponsor framing.
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Red River Valley Water Supply Project. News.
https://www.rrvwsp.com/category/news/.

Archive of project updates and announcements.

Red River Valley Water Supply Project. 2023 Red River Valley Water Supply Project
Legislative Funding Requests. https://www.rrvwsp.com/2022/12/16/2023-red-river-
valley-water-supply-project-legislative-funding-requests/.

Sponsor view of requested state funding.

Lake Agassiz Water Authority. https://lakeagassiz.org/.

General organizational information for LAWA.

Garrison Diversion Conservancy District. https://garrisondiversion.org/.

General organizational overview for GDCD.

Garrison Diversion Conservancy District. GDCD January 2023.
https://www.garrisondiversion.org/wp-
content/uploads/2023/07/GDCDJanuary2023.pdf.

Summary: Board or organizational packet with project context.

Burian & Associates. Red River Valley Water Supply Project.
https://burianassociates.com/project/red-river-valley-water-supply-project/.
Third-party engineering/project profile.

North Dakota Legislative Assembly. Appendix E, 68th Legislative Assembly committee
materials. https://ndlegis.gov/sites/default/files/committees/68-
2023/25.5064.03000appendixe.pdf.

Legislative appendix relevant to regional water funding/governance.

North Dakota Legislative Assembly. Committee Memorandum.
https://ndlegis.gov/files/resource/committee-memorandum/23.9083.01000.pdf.
Legislative background memo relevant to water topics.

SWPP/SWA

Southwest Water Authority. June 2022 Board Packet. https://swwater.com/wp-
content/uploads/June-2022-Board-Packet.pdf.

Older board packet with historical governance and finance detail.

Southwest Water Authority. “Maps.” https://swwater.com/maps/.

Service-area and infrastructure maps.

Southwest Water Authority. “Billing FAQs.” https://swwater.com/billing-faqs/.
Customer-facing billing and rate administration information.

Southwest Water Authority. “Mission/Vision.” https://swwater.com/missionvision/.
Institutional mission and strategic framing.

KX News. “SW Pipeline Project Reaches Repayment Milestone on Project Funding.”
https://www.kxnet.com/news/local-news/sw-pipeline-project-reaches-repayment-
milestone-on-project-funding/.

Media coverage of repayment milestone.

The Bismarck Tribune / Beacon “Southwest Pipeline Project Reaches Major Capital
Repayment Milestone.” https://www.bcpioneer.com/articles/southwest-pipeline-
project-reaches-major-capital-repayment-milestone/.

Local coverage of SWPP capital repayment progress.

North Dakota State Water Commission - Regional Water Systems Governance and Finance Study 69


https://www.rrvwsp.com/category/news/
https://www.rrvwsp.com/2022/12/16/2023-red-river-valley-water-supply-project-legislative-funding-requests/
https://www.rrvwsp.com/2022/12/16/2023-red-river-valley-water-supply-project-legislative-funding-requests/
https://lakeagassiz.org/
https://garrisondiversion.org/
https://www.garrisondiversion.org/wp-content/uploads/2023/07/GDCDJanuary2023.pdf
https://www.garrisondiversion.org/wp-content/uploads/2023/07/GDCDJanuary2023.pdf
https://burianassociates.com/project/red-river-valley-water-supply-project/
https://ndlegis.gov/sites/default/files/committees/68-2023/25.5064.03000appendixe.pdf
https://ndlegis.gov/sites/default/files/committees/68-2023/25.5064.03000appendixe.pdf
https://ndlegis.gov/files/resource/committee-memorandum/23.9083.01000.pdf
https://swwater.com/wp-content/uploads/June-2022-Board-Packet.pdf
https://swwater.com/wp-content/uploads/June-2022-Board-Packet.pdf
https://swwater.com/maps/
https://swwater.com/billing-faqs/
https://swwater.com/missionvision/
https://www.kxnet.com/news/local-news/sw-pipeline-project-reaches-repayment-milestone-on-project-funding/
https://www.kxnet.com/news/local-news/sw-pipeline-project-reaches-repayment-milestone-on-project-funding/
https://www.bcpioneer.com/articles/southwest-pipeline-project-reaches-major-capital-repayment-milestone/
https://www.bcpioneer.com/articles/southwest-pipeline-project-reaches-major-capital-repayment-milestone/

¢ North Dakota Legislative Assembly. Appendix F, 63rd Legislative Assembly.
https://ndlegis.gov/files/committees/63-
2013nma/appendices/15 5091 03000appendixf.pdf.

Historical legislative appendix related to SWPP/NAWS.

¢ North Dakota Legislative Assembly. Appendix F, 65th Legislative Assembly.
https://ndlegis.gov/files/committees/65-2017/19 5060 03000appendixf.pdf.
Historical legislative appendix on water project matters.

e North Dakota Legislative Assembly. Appendix G, 67th Legislative Assembly.
https://ndlegis.gov/files/committees/67-2021/23 5146 03000appendixg.pdf.
Historical legislative appendix on water governance/funding.

¢ North Dakota Legislative Assembly. Testimony of Jen Murray.
https://ndlegis.gov/assembly/68-2023/testimony/SAPPEDU-2020-20230119-14419-F-
MURRAY_JEN.pdf.

Testimony relevant to project governance/funding issues.

¢ North Dakota Legislative Assembly. WR120909 Appendix O.
https://ndlegis.gov/assembly/61-2009/docs/pdf/wr120909appendixo.pdf.
Older legislative appendix tied to water planning.

e FindLaw. “North Dakota Century Code Section 61-24-5-21.”
https://codes.findlaw.com/nd/title-61-waters/nd-cent-code-sect-61-24-5-21/.
Secondary mirror of specific SWA code section.

NAWS

e North Dakota Department of Water Resources. NAWS Brochure.
https://www.swc.nd.gov/pdfs/naws_brochure.pdf.
Short public overview of NAWS.

¢ North Dakota Department of Water Resources. NAWS Authority Meeting, November
25, 2025.
https://www.dwr.nd.gov/pdfs/home_page/2025 11 25 naws_authority meeting.pdf.
Meeting material for later-stage NAWS Authority discussion.

e FindLaw. “North Dakota Century Code Section 61-24-6-06.”
https://codes.findlaw.com/nd/title-61-waters/nd-cent-code-sect-61-24-6-06/.
Secondary mirror of a specific NAWS code section.

¢ Minot Daily News. “NAWS Seeks Funds to Continue Construction.”
https://www.minotdailynews.com/news/local-news/2025/01/naws-seeks-funds-to-
continue-construction/.

Local reporting on NAWS funding push.

e Minot Daily News. “NAWS to Become Water Authority.”
https://www.minotdailynews.com/news/local-news/2023/05/naws-to-become-water-
authority/.

Local reporting on governance transition.

e Minot Daily News. “Funds Bring NAWS Closer to Finish.”
https://www.minotdailynews.com/news/local-news/2025/05/funds-bring-naws-closer-
to-finish/.

Local reporting on late-stage NAWS funding.
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Congress.gov. “S. 623 — 106th Congress.” https://www.congress.gov/bill/106th-
congress/senate-bill/623.
Federal legislative history relevant to NAWS.

Statewide Funding/Governance/Planning

HigherGov. “ND North Dakota Regional Water Systems Governance and Finance...”
https://www.highergov.com/sl/contract-opportunity/nd-north-dakota-regional-water-
systems-gove-52249136/.

Procurement listing for the governance/finance study.

North Dakota Department of Water Resources. “Contact Us.”
https://www.swc.nd.gov/thedwr/contactus.html.

Agency contact directory.

North Dakota Water Users Association. UMWA 2022 Legislative Project Binder.
https://ndwater.org/wp-content/uploads/2022/03/UMWA-2022-Legislative-PROJECT-
BINDER-WEBSITE.pdf.

Stakeholder legislative background material.

North Dakota Water Users Association. HB 1020 Water Funding Flyer 2025.
https://ndwater.org/wp-content/uploads/2024/10/HB-1020-Water-Funding-FLYER-
2025.pdf.

Advocacy-oriented funding summary.

North Dakota Department of Water Resources. “Missouri River Intake Water Supply.”
https://www.swc.nd.gov/project_development/mri_water supply.html.

State project page for another major water-supply system.

North Dakota Department of Water Resources. Regional Water System.
https://www.swc.nd.gov/pdfs/regional water system.pdf.

General statewide regional water system overview.

North Dakota Legislative Assembly. ACData 89-13-01.
https://ndlegis.gov/information/acdata/pdf/89-13-01.pdf.

Historical legislative or administrative water record.

North Dakota Legislative Assembly. Interim Meeting Notice 27-5102-01000.
https://ndlegis.gov/assembly/69-2025/interim/27-5102-01000-meeting-notice.pdf.
Meeting notice tied to interim water topics.

Drought/Water-Stress Context

Prairie Public. “Terrible Drought.” https://news.prairiepublic.org/podcast/dakota-
datebook/2021-09-08/terrible-drought.

Historical drought context in narrative form.

Drought.gov. “North Dakota.” https://www.drought.gov/states/north-dakota.

Official drought conditions and trend resource.

North Dakota Studies. “Floods.” https://www.ndstudies.gov/gr8/content/unit-iii-waves-
development-1861-1920/lesson-1-changing-landscapes/topic-5-blizzards-floods-and-
drought/section-3-floods.

Educational historical flooding context.
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FEMA. DR-1981: 10 Years On Recovery.
https://www.fema.gov/sites/default/files/documents/fema dr-1981-10-years-on-

recovery 6-25-2021.pdf.

Federal retrospective on major flood recovery.
North Dakota Game and Fish Department. “The Fallout of Drought.”
https://gf.nd.gov/magazine/2021/oct/the-fallout-of-drought.

State-level drought impacts perspective.

North Dakota Department of Water Resources. “Devils Lake Basin.”
https://www.swc.nd.gov/basins/devils lake/dl basin.html.

Basin background relevant to statewide water-risk context.

North Dakota Department of Water Resources. Devils Lake Fact Sheet.
https://www.swc.nd.gov/pdfs/dl fact sheet.pdf.

Concise fact sheet for Devils Lake water issues.

Industrial/Agricultural Water-Use Context

North Dakota Department of Water Resources. Fracking Water Use Brochure.
https://www.swc.nd.gov/pdfs/fracking water use brochure.pdf.

State brochure on oil-and-gas water use.

North Dakota State University. “Planning to Irrigate: A Checklist.”
https://www.ndsu.edu/agriculture/extension/publications/planning-irrigate-checklist.
Agricultural irrigation planning guidance.

North Dakota State University. “Irrigation in North Dakota.”
https://www.ndsu.edu/agriculture/ag-hub/ag-topics/crop-production/irrigation-tile-
drainage/irrigation-north-dakota.

General irrigation context for state water demand.

North Dakota Rural Water Systems Association. “About NDRWSA.”
https://www.ndrw.org/about-ndrwsa/.

Trade-association background for rural water systems.

Stanford Natural Gas Initiative. Horner et al., Bakken water-use paper.
https://ngi.stanford.edu/sites/ngi/files/media/file/horner et al.2016 bakken.pdf.
Academic analysis of Bakken water-use patterns.

Southwest Water Authority. ND Fracking and Water Use, February 2014.
https://swwater.com/wp-content/uploads/ND-Fracking-And-Water-Use-Feb2014.pdf.
Regional framing of energy-sector water demand.

Benchmarking Sources

Lewis & Clark Regional Water System. “Funding.” https://Icrws.org/funding/.
Comparator regional water funding model.

Lewis & Clark Regional Water System. “State Funding.” https://lcrws.org/funding/state-
funding/.

Breakdown of state-level support for comparator system.

Massachusetts Water Resources Authority. “2024 Moody Ratings.”
https://www.mwra.com/media/file/2024-moody-rates.

Comparator utility credit-rating material.
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¢ Massachusetts Water Resources Authority. “2025 S&P Credit Ratings.”
https://www.mwra.com/media/file/2025-sps-credit-ratings.
Comparator utility credit-rating material.

e Massachusetts Water Resources Authority. “2025 Fitch Ratings.”
https://www.mwra.com/media/file/2025-fitch-rates.
Comparator utility credit-rating material.

¢ Massachusetts Water Resources Authority. “2024 S&P Credit Ratings.”
https://www.mwra.com/media/file/2024-sps-credit-ratings.
Comparator utility credit-rating material.

o lowa Legislature. Study/Publication 1038846.
https://www.legis.iowa.gov/docs/publications/SD/1038846.pdf.
Comparator state study on water infrastructure or governance.

e Govinfo. CRPT-106srpt130. https://www.govinfo.gov/content/pkg/CRPT-
106srpt130/html/CRPT-106srpt130.htm.

Federal legislative report useful for historical comparison.

o Lake Powell Pipeline. Home page. https://Ipputah.org/.
Comparator megaproject public site.

o Lake Powell Pipeline. “Infographic.” https://lpputah.org/wp-
content/uploads/2020/06/LPP-infographic-vertical-5-2020.pdf.
Public project summary graphic.

o Lake Powell Pipeline. “Lake Powell Pipeline.” https://lake-powell-pipeline.org/.
Alternate project-information site.

e Washington County Water Conservancy District. Lake Powell Pipeline.
https://www.wcwcd.gov/wp-content/themes/wcwced/pdf/LakePowellPipeline.pdf.
Sponsor-side pipeline overview.

e Western Resource Advocates. “Opposing the Lake Powell Pipeline.”
https://westernresourceadvocates.org/we-save-water-and-protect-rivers/opposing-the-
lake-powell-pipeline/.

Advocacy critique of comparator megaproject.
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Figure Descriptions

Figure 3: SWPP Map: The image shows a map of North Dakota's Southwest Pipeline Project
including the project’s location within the state and major pipeline and infrastructure
components.

Figure 4: SWPP Current Structure: The diagram uses boxes and arrows to visualize the existing
ownership, operations, and financing structures of the Southwest Pipeline Project, as more fully
described in the text of the study.

Figure 5: SWPP Current State: The table is an evaluation of the Southwest Pipeline Project's
current state across the study's nine evaluation criteria. As noted in the table, red indicates low
performance, yellow indicates medium performance, and green indicates high performance.

Figure 6: SWPP Option 1 Proposed Structure: The diagram uses boxes and arrows to visualize
the proposed ownership, operations, and financing structures of Option 1 for the Southwest
Pipeline Project, as more fully described in the text of the study.

Figure 7: SWPP Option 2 Proposed Structure: The diagram uses boxes and arrows to visualize
the proposed ownership, operations, and financing structures of Option 2 for the Southwest
Pipeline Project, as more fully described in the text of the study.

Figure 8: SWPP Option 3 Proposed Structure: The diagram uses boxes and arrows to visualize
the proposed ownership, operations, and financing structures of Option 3 for the Southwest
Pipeline Project, as more fully described in the text of the study.

Figure 9: SWPP Impact Analysis: The table is an evaluation of the Southwest Pipeline Project's
current state across the study's nine Evaluation Criteria. Additionally, the impact of each of the
recommended options on the current state is evaluated across each Evaluation Criteria.

Figure 10: NAWS Map: The image shows a map of North Dakota's Northwest Area Water
Supply Project including the project’s location within the state and major pipeline and
infrastructure components.

Figure 11: NAWS Current Structure: The diagram uses boxes and arrows to visualize the
existing ownership, operations, and financing structures of the Northwest Area Water Supply
Project, as more fully described in the text of the study.

Figure 12: NAWS Current State: The tableis an evaluation of the Northwest Area Water Supply
Project's current state across the study's nine Evaluation Criteria. As noted in the table, red
indicates low performance, yellow indicates medium performance, and green indicates high
performance.

Figure 13: NAWS Option 1 Proposed Structure: The diagram uses boxes and arrows to visualize
the proposed ownership, operations, and financing structures of Option 1 for the Northwest
Area Water Supply Project, as more fully described in the text of the study.
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Figure 14: NAWS Option 2 Proposed Structure: The diagram uses boxes and arrows to visualize
the proposed ownership, operations, and financing structures of Option 2 for the Northwest
Area Water Supply Project, as more fully described in the text of the study.

Figure 15: NAWS Option 3 Proposed Structure: The diagram uses boxes and arrows to visualize
the proposed ownership, operations, and financing structures of Option 3 for the Northwest
Area Water Supply Project, as more fully described in the text of the study.

Figure 16: NAWS Impact Analysis: The table is an evaluation of the Northwest Area Water
Supply Project's current state across the study's nine Evaluation Criteria. Additionally, the
impact of each of the recommended options on the current state is evaluated across each
Evaluation Criteria.

Figure 17: RRVWSP Map: The image shows a map of North Dakota's Red River Valley Water
Supply Project including the project’s location within the state and major pipeline and
infrastructure components.

Figure 18: RRVWSP Current Structure: The diagram uses boxes and arrows to visualize the
existingownership, operations, and financing structures of the Red River Valley Water Supply
Project, as more fully described in the text of the study.

Figure 19: RRVWSP Current State: The table is an evaluation of the Red River Valley Water
Supply Project's current state across the study's nine Evaluation Criteria. As noted in the table,
red indicates low performance, yellow indicates medium performance, and green indicates high
performance.

Figure 20: RRVWSP Option 1 Proposed Structure: The diagram uses boxes and arrows to
visualize the proposed ownership, operations, and financing structures of Option 1 for the Red
River Valley Water Supply Project, as more fully described in the text of the study.

Figure 21: RRVWSP Option 2 Proposed Structure: The diagram uses boxes and arrows to
visualize the proposed ownership, operations, and financing structures of Option 2 for the Red
River Valley Water Supply Project, as more fully described in the text of the study.

Figure 22: RRVWSP Option 3 Proposed Structure: The diagram uses boxes and arrows to
visualize the proposed ownership, operations, and financing structures of Option 3 for the Red
River Valley Water Supply Project, as more fully described in the text of the study.

Figure 23: RRVWSP Impact Analysis: The table is an evaluation of the Red River Valley Water
Supply Project's current state across the study's nine Evaluation Criteria. Additionally, the
impact of each of the recommended options on the current state is evaluated across each
Evaluation Criteria.
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