BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF ) ORDER APPROVING
THE CITY OF VERMILLION, SOUTH DAKOTA, ) STIPULATION AND
FOR A DETERMINATION OF THE PURCHASE ) - CLOSING DOCKET
PRICE OF ELECTRIC FACILITIES IN ANNEXED )

AREAS ) EL97-020

On October 20, 1997, the Public Utilities Commission (Commission) received an
Application for Determination of Purchase Price of Electric Facilities in Annexed Areas
(Application) from the City of Vermillion (Vermillion). In its Application, Vermillion stated
that it annexed some of Clay-Union Electric Corporation's (Clay-Union Electric) service
area during the time period of November 20, 1995, through April 12, 1996. On October
21, 1996, Vermillion adopted a resolution to purchase the service rights and electric utility
properties from Clay-Union Electric pursuant to SDCL 49-34A-49. On October 30, 1996,
Vermillion sent to Clay-Union Electric a Notice of Intent to Purchase Electric Utility
Properties in Annexed Areas, with the amount to be calculated in accordance with SDCL
49-34A-50. On May 29, 1997, Clay-Union Electric informed Vermillion that it would not
consent to the conditions contained in the Notice of Intent to Purchase. In its Application,

Vermillion requests that the Commission determine the amount of the payment pursuant
to 49-34A-50.

On January 7, 1998, Vermillion filed an Affidavit in Support of Order to Show Cause,
a Motion for Order, an Order to Show Cause, and a Memorandum of Authorities in Support
of Motion to Show Cause. Vermillion requested that the Commission issue an Order to
Show Cause why the following relief should not be granted: (1) a civil penalty assessed
against Clay-Union Electric in the amount of $1000.00 for each violation of SDCL 49-34A-
52 and 49-34A-66; (2) the assignment to Vermillion of the exclusive right to provide electric
services to all electric energy consumers within each of the three areas annexed by
Vermillion; (3) a finding that Vermillion is entitled to the territorial assignments and to the
revenues generated from electric service therein since October 30, 1997; (4) ordering
Clay-Union Electric to answer Vermillion's interrogatories and produce documents as

requested for inspection and copying; and (5) awarding Vermillion other and further relief
as the Commission may find is just and reasonable.

In a letter dated February 17, 1998, Clay-Union Electric affirmed that it has refused
to transfer certain parts of its service territory to Vermillion. Clay-Union Electric further
stated that it believed that two issues were presented by the Application that could not be
answered by the Commission. The first issue is whether SDCL 49-34A is in violation of
the South Dakota Constitution for failure to provide just compensation for the annexed
property. The second issue is whether SDCL 49-34A is preempted by the federal

legislation authorizing and funding the Rural Utilities Service. Clay-Union Electrlc stated
that it would pursue these issues in the proper forum.



At its February 18, 1998, meeting, the Commission considered this matter. The
Commission listened to the arguments made by both parties and took the matter under
advisement. At its February 24, 1998, meeting, the Commission again considered this
matter. The Commission voted unanimously to issue an Order to Show Cause.

On March. 11, 1998, Clay-Union Electric filed a Motion for Order to Stay
Proceedings of the Public Utilities Commission and an Action for Declaratory Judgment
in the First Judicial Circuit. Both these documents were amended on March 24, 1998. A
hearing was held on the motion for a stay on March 24, 1998. The Court issued its
Memorandum Opinion on April 7, 1998, denying the stay. On April 15, 1998, Vermillion
and Clay-Union Electric orally agreed to a Consent to Indefinite Continuance which was
filed with the Commission on April 17, 1998. Based upon the above filing, the hearing in
this matter scheduled for April 16, 1998, was continued indefinitely.

On July 2, 1998, the Commission received a Stipulation and Agreement signed by
the parties. According to the Stipulation and Agreement, the agreement is intended for
use pursuant to SDCL 49-34A-55 in transferring the service rights from Clay-Union to the
City and to establish a basis on which the Commission may enter an Order. At its regularly
scheduled July 23, 1998, meeting the Commission considered whether to approve the
Stipulation and Agreement. The Commission has jurisdiction over this matter pursuant to
SDCL Chapter 1-26, SDCL 49-34A-42 to 49-34A-52, 49-34A-66 to 49-34A-69, and ARSD
20:10:01:45. The Commission unanimously voted to approve the Stipulation and
Agreement and to close the docket. It is therefore

ORDERED that the Stipulation and Agreement has been approved. |t is further
ORDERED that docket EL97-020 ié hereby closed.

Dated at Pierre, South Dakota, this %" day of August, 1998.
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