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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Otter Tail Corporation Case No. PU-06-481
Advance Determination of Prudence

Application

Montana-Dakota Utilities Co., a Division Case No. PU-06-482

of MDU Resources Group, Inc.
Advance Determination of Prudence
Application -

ADVOCACY STAFF RESPONSE TO MOTION /N LIMINE

On April 10, 2007, Otter Tail Corporation and Montana-Dakota Utilities Co.
(collectively “Applicants”) filed a Motion In Limine to prohibit the Dakota Resource
Council (“DRC”) from presenting any evidence on environmental externality values at
the hearing on this matter. The Applicants argue that evidence of environmental
externality values must be excluded from the hearing because legislation in the State of
North Dakota precludes the Publfc Service Commission (“Commission”) from
considering such information in this type of proceeding. Section 49-02-23 of the North

Dakota Century Code provides:

The commission may not use, require the use of, or allow electric utilities
to use the environmental externality values in the planning, selection, or
acquisition of electric resources or the setting of rates for providing electric
service.  Environmental externality values are numerical costs or
quantified values that are assigned to represent either:

1. Environmental costs that are not internalized in the cost of
production or the market price of electricity from a particular electric
resource; or

2. The alleged costs of complying with future environmental laws or
regulations that have not yet been enacted.
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N.D.C.C. §49-02-23 clearly prohibits the Public Service Commission
(“Commission”) from considering environmental externality values in the planning,
selection, or acquisition of electric resources. N.D.C.C. §49-02-23(1) identifies as
environmental externality values environmental costs that are not internalized in the
cost of production or market price of electricity from a particular electric resource, and
N.D.C.C. §49-02-23(2) identifies as environmental externality values “[t]he alleged costs
of complying with future environmental laws or regulations that have not yet been
enacted.” N.D.C.C. §49-02-23 applies to this proceeding because this proceeding
involves the advance determination of prudence of the construction of an electric
generation resource.

The prohibition contained in N.D.C.C. §49-02-23 does not preclude consideration
of other evidence concerning environmental issues that may be brought before the
Commission. The statute only prohibits the consideration of environmental externality
values.

Dated: April 16, 2007.
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