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c Dear Ms Cremer

The P1erre G)aheﬂaeementreadwances%thennterestsz’of“heth%"syst“e”’fn‘s'_'

4 As the Comm1551on is aware the electrlcal ut111ty busmess is cap1ta1 1ntenswe
requ1r1ng major commitment of capital to establish an integrated electrical system wh1ch '
- can only be paid for over extended periods-of time. , The ﬁtyp@wofamvestment?reqmred '
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‘ As one of the few maJ or exceptlons to the concept of permanently a351gned
service areas, the provisions for municipal annexation of service areas of other utilities
“and acquisition of the facilities of those ut111t1es poses a number of 1ssues sought to be

o ‘-avo1ded by the present agreement

T Dup11cat10n of Fac111t1es Although the law requlres the annexmg o
~ -+ municipality to acquire the facilities of the displaced utility, because of -
.. differences and incompatibilities between the electrical systems of the
- mumc:1pal1ty and the dlsplaced ut111ty, this often results in forcmg the



municipality to acquire and pay for facilities it will not actually use — an
unnecessary and costly duplication. For example, the city of Pierre operates a
total underground distribution system. Oahe operates an overhead system at a
different voltage level. lnramsannexationstheGitymwouldsbesforcedstosacquire
and-paysfor-Oahe-facilitiessbut=wonldnot-actually=usethe-acquiredsfacilitics.
lasteadssthes@ity=woulderetirertheracquiredefacilitiespthenseonstructnew
eiacilities.compatiblewith-its-ommasysters

2. Improvement / Discouragement of Service. By eliminating the risk that
system improvements and customers will be lost through annexation, the
agreernentwillencouragesdecisionstommalcessnehsinPrOVETREHTS. AS
examples, decisions ranging from whether or not to establish underground
lines, or to locate substations all need to be made in light of potential
annexation, and a loss of these facilities. For a specific example in the present
situation, Oahe Electric serves a number of housing developments or housing
clusters within what are considered potential annexation areas for the city.
While some of these areas have reached a density level that would justify
facility upgrades to raise the level of service above what is typical for remote
rural locations, thespetential-ofamalkingsthesupgradessonlystoshavestiresarea
-annexedrdiscouragesthattyperofdevelopment. Uncertainty over whether an
area will be annexed may put decisions about potential system improvements
in limbo for years. The agreement=alsosprevidessitranspareAcy2=6relettme
seustomersswithinsther€itythroupliTequiringruniformespeetfieations=acidiag:

winderground=linessandwmiformityrofrates. Phese provisionseavoidriiegual
wircatmentsofresidents=withinsthe@ityand preserve the Dete ity oOf
wstandardizedsservieestosthosesesidents.

3. Efficient and Economical Use of Facilities. ‘Ehespropesedsagreementsis

intended-torallTWbGITpaTtiesreasonbleopportunitiessforsgrowthawhile

~profectingspastand-faturesinvestments. In doing Sovitencourages-theparties:te

wmalke-these«nvestrtents. It aveids-duplicationandexpenditires for-facilities

sthatawillsnet-besfully-utilized. It aveidsexposingsboth=parties-to=thescoststof
reintegrating-theisystemss-eitherthroughsthesacquisition-ofithe-otherparty’s
«facilities-orthe-dossrofexisting=facilities. It short, it gives both parties the
necessary certainty to make the most efficient and economical use of their
system.

Finally, in avoiding the necessity of the parties dealing with each other as
potential adversaries, in a system neither is completely happy with, thesagreementsis-
expectedtofosterasgreateropportunity-for-cooperationsandscollaboration-n=wayssthat

willsbenefitsthe-eonsumens-of-betheutilities. Fortunately, the parties do have a good
history of working together; however, at the same time, both often find themselves in
situations in which they are forced to assume an adversarial stance to protect their own



operations. By giving both parties the potential for predictability and stability, the
agreement will encourage continued cooperation.

This response to your request for information has been prepared jointly by the
parties and is submitted on behalf of the City of Pierre and Oahe Electric Cooperative,
Inc. Iam authorized to state that David J. Larson joins in this response and will so advise
you by mail.
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