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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, HB1132
House Industry, Business and Labor Committee

& Conference Committee

Hearing Date 1-14-03

Tape Number Side A Side B Meter #
1 XX 0.2--11.0

Committee Clerk Signature @/WL Mﬂ/b

Minutes:Chalr Kelser called committee to order.

b {D Iilona Jeffcoat-Sacco, PSC-Public Utilities Division: In support of HB1132 (See Attached)

Rep. Thorpe : Has your division discussed this with other companies to see if this sounds like a
good idea?

Iilona: The commission has tossed this idea about for a few years, There is no fee attached to
this bill. We have taken into consideration the company’s input. We had this before the
legislature before, but it had a fee ($250) and that was a major concern.

Rep. Ekstrom: (4.7) Do these companies already have business licenses in ND?

!
{
}
Illona: Ye~ They have show proof that they go through the Sec. of State before they can get i
authorization with us. g

X

i

Chair Keiser: How difficult is it to obtain surety bonds and what is the cost?
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House Industry, Business and Labor Committee
Bill/Resolution Number HB1132
H Date 1-14-
~ earing Date 1-14-03

Iilona: Idon’t have specific answers to those. We currently have a rule that provides when we

- e < o —a et e a EM R N T

first went to deregulation of resellers, we said you don’t need a certificate, just this registration
certificate. 'We did impose a bond if the reseller requires prepaid.(6.7)

Chair Keiser: To follow-up, some of use do have experience with these, and they are becoming
more and more difficult to obtain, There are fewer underwriters; price is too high, In other
sections of code, this same issue is coming up wherein they are allowing alternatives to surity ,
bonds. Does the commission have any problem with that?

Illona: No, we currently allow an escrow account, and we are considering letters of credit in
other areas.

Rep. Klein: How many companies are serving in ND, approximately?

’,:) Iilona: A little over 400. For resellers we are in the 450 range.

| Mick Grosz, West River Telecommunications-Gen. Mgr: (9.0) Opposed to bill. We are a
reseller. Qwest recently got 271 status and they can provide long distance. We feel this would
lead to more regulation. For our company, it would lead to more paper work. We also object to a
new fee.

Rep. Kasper: (10.6) Have you been given a sample of the annual report that would be required?

Mick: No, we have not. {

Chair Kefser: Seeing no more testimony, this hearing on HB 1132 is closed.
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2003 HOUSE STANDING COMMITTEE MINUTES

o

BILL/RESOLUTION NO. 1132
House Industry, Business and Labor Committee

Q Conterence Committee
Hearing Date 1/15/03
‘ Tape Number Side A Side B Meter # ;
3 X 32.5-37.5 |
I |
| Committee Clerk Signature /hk/d;lh/( }mﬂw
Minutes: Chairman Keiser call mmittee work on HB 1132, Rep. Klein stated that |
(:) licensing is acceptable now. ;
Rep. Klein moved a Do Pass on HB 1132, seconded by Rep. Severson.

Rep. Klein said these companies come and go, they’re bought and sold, the Public Service

e

Commission will be able to keep better track of them if they are licensed., especially if there are
complaints coming in.

Rep. Ruby: If these fees are annual, that could be substantial money. New license fees are¢ one

thing, The fees will get passed on to the customer.
Rep. Klein: Look at the fiscal note, there’s no change, While the bill references a fee, the

purpose of the bill is not to impose a fee or produce revenue,

G JESGEREIGR V

The motion carried 12-1-1. Rep. Klein will carry this bill on the floor.
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Blll/Resofution No.:

A ne LA A

FISCAL NOTE
Requested by Legisiative Council

HB 1132

01/0 3

1A. State ficcal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to

funding levels and appropriations anticipated under cument law.

2001-2003 Blennium 2003-2005 Blennium 2003-2007 Blennium
General |Other Funds; General |Other Funds| General |Other Funds
Fund Fund Fund
Revenues $a $4Q $d $0 $0 $0
Expenditures $d $0 $4 $d $0 $0
Appropristions $a $0 $0 $0
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision,
2001-2003 Blennium 2003-2005 Biennium 2005-2007 Blennium
School School School
counﬂuso Cities Districts | Counties Cities Districts | Counties Cities Districts
$0 %

2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments relevant fo

your analysls.

Bill revises the process for authorizing telecommunications resellers from a one-time registration certificate
= process to an annual licensing process. The purpose of the bill is to produce current information on

companies providing service in the state on an annual basis. While the bill includes reference to a fee, the

purpose of the bill is not to impose a fee or produce revenue. That fee that is referenced in the bill is the fee

on all utilities imposed in HB 1133, The only fiscal impact anticipated is via HB 1133. Conbsequently,
this bill, HB 1132, has no fiscal impact.

3. State fiscal effect detail: For information shown under state fisoal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

see above

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, line
Hem, and funil affected and the number of FTE positions affected.

see above

C. Appropriotions: Explain the eppropriation amounts. Provide detall, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included In the executive
budget. Indicate the relationship between the amounts shown for expenditures and sppropriations.
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D Check here for Conference Committee

Legislative Council Amendment Number

Action Taken D! ) E &SS

Motion Made By __EQQJM

Seconded By ‘:&.MZE&@«

Representatives Representatives
Clialrman Keiser Rep.Boe
Rep.Severson, Vice-Chair Rep.Ekstrom
Rep.Dosch ' Rep.Thorpe
) Rep. Froseth Rep. Zaiser
t ‘ Rep. Johnson

Rep. Klein

Rep. Nottlestad

Rep. Ruby

Rep.Tieman
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BILL/RESOLUTION NO. 1132

Senate Industry, Business and Labor Committee

Q Conference Committee

2003 SENATE STANDING COMMITTEE MINUTES

Hearing Date 02-17-03
Tape Number Side A Side B Meter #
] XXX 1575-6050
Committee Clerk Signature

Minutes:Chairman Mutch opened the hearing on HB 1132, All Seénators were present, HB 1132

! ) relates to certificates of public convenience and necessity for telecommunications companies,

Testimony in support of HB 1132

Tlona A. Jeffcoat-Sacco, Director of the Public Utilities Division of the Public Service

Commission, introduced the bill. See attached testimony.

Senator Espegard: How many resellers are there in the state?

illona: 1 am not sure.

Senator Nething: There is currently no fee?

1llona: Not for certification.

Senator Nething: When do you foresee the need for another full-time employee?

Illona: Actually, I think this will lighten our work load.

Senator Krebsbach: Have you thought about having a biannual license?

| ) Illona:That is a possible compromise,
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| Page 2

| Senate Industry, Business and Labor Committee
| _ BillResolution Number 1132

77\ Hearing Date 02-17-03
J (Tape 1, Side A, meter no. 2700)

Testimony In opposition

Dave Cruthers,ND Telecommunications Cooperatives, spoke in opposition of HB 1132, He
stated that it is an unwarranted burden on businesses,

Senator Heltkamp: How elso would you clean up the list? |
Dave: Automatically revoke the license if not renewed in 6 months,
Senator Mutch: Would they file directly with the PSC?

Dave:Yes, annually.
Hearing is closed. No action taken.

I

hibm 1 g L & AR i ‘ ’
~W;uw"amvx\,.‘lMMm‘d,lJln‘%m'«ﬁw ,A‘i‘ykf“m“dﬁ. s kA3 | iy b‘.“) 0y *‘Q\L:‘;"J’ LR LR D, ! A / a4
o, KELES X G g e W b g ey Ty
RLALE R,v“‘,'{’x’?,!;(“{.'_‘ﬂ“ ‘vb“j:"5;}\%!|$\§‘f"4{1.<:"5f41"»;" ;4-,,‘\‘):. ML AR Y S LN YO0 VEL R TRTERy ;
B " et 1 £ ‘ 4 ¥ 4 v
[ AL "fﬁ,s-.’:"‘,‘",."ﬁ"‘E»sz'}’\‘}iﬁ‘,.a"' {#ﬁ{'f? gt' ?f-f'(’""il ¢
. PRGN i TR -‘v:"

ore 1§0e-In: Lar course of bustness. The photographic process meets stands
ml)‘so.:dnmhml':‘lgro:ilm WOTICE: tf the mm’ fm?hdpx fs less Legible than this Notfce, it is dus to the quality of the

documnt being f1lmed,
&MW\ daloz
Operator’s Signature 4 Oate

l | * {moged t Nodern Information Systeme for microfiiming amd o
: The miorogiaphic 1ueges on this #1lm are sccurate reproductions of records del{vered t:* “rr;h. format or :m“l or maref mgtm ‘




2003 SENATE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. 1132
Senate Industry, Business and Labor Committee

Q Conference Committee
Hearing Date 03-04-03

Tape Number " SideA Side B Meter #
1 XXX 4400-4780

\J -
Committee Clerk Signature MMA@"\

Minutes:Chairman Mutch opened the discussion on HB 1132, All Senators were present.

[Q HB 1132 relates to certificates of public convenience and necessity for telecommunications
companies.

There was brief discussion among committee members,

Senator Klein moved a DO NOT PASS. Senator Every seconded.

Roll Call Vote: 7 yes. 0 no. 0 absent.

Carrier: Senator Every
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~ H.B. 1132

Presented by: lllona A. Jeffcoat-Sacco
Director, Public Utilities Division
Public Service Commission

Before: House Commiittee on Industry, Business and Labor
Honorable George J. Keiser, Chairman
Date: 14 January 2003
TESTIMONY

Chairman and committee members, my name is lliona Jeffcoat-
Sacco. | am the director of the Public Service Commission’s Public Utilities
Division. The Public Utilities Division administers the Commission’s
/w jurisdiction over telephone, gas and electric public utilities in North Dakota.
The commission asked me to appear here today to testify in favor of House
Bill 1132, introduced at our request.

House Bill 1132 would revise the process we currently use to
authorize telecommunications resellers to provide service in North Dakota.
We currently use a registration certificate process for this purpose. The
application consists of a simple form, together with the filing of corporate
papers showing the applicant is authorized to do business in North Dakota.
The application requires no notice or hearing, and is routinely granted
unless there are very special circumstances.

HB 1132 envisions much the same process, even though the
nomenclature “license” is used. The proposed process would still be a
simple process, requiring the filing of a simple form and corporate papers.
} The authorization process would still be routine, without the need for a
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notice or hearing unless the applicant requested one in the rare case where
the Commission thought the license application should be denied.

The purpose of this bill is to move to an annual process in which the

companies are responsible for updates. Today resellers are certified for an
indefinite period of time. Their certification continues unless some action is
taken to end it, either by the company or by the government. What this
means in everyday practice is that we have certified companies on our list
of providers that have gone out of business (voluntarily or not), moved
locations, changed owners or managers, changed phone numbers, started
providing different services, started providing service that requires a bond,
violated faws in other jurisdictions, etc. We have no efficient and reliable
way of finding out these changes on a regular basis. We believe the
annual license requirement would provide just such a way.
This bill shifts the burden of obtaining and maintaining up-to-date
information to the telecommunications reseller. Each company that is
actively providing service in our state has an interest in preserving its
authority to do so, and since we impose no other burdens on these
companies (no reporting requirements, etc.) the burden to obtain an annual
license is not an onerous one. On the other hand, the burden on our
agelcy to try to keep up with these changes for hundreds of companies is
great.

In addition to being inefficient and inaccurate, the current process
often fails us when we need it the most. When we receive a bond
cancellation, a slamming complaint, or another consumer problem, we are
often unable to reach the company in a timely fashion because our records
are not current. This means we spend more time than we should trying to

. track down the company rather than working on the merits of the problem.
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™ We believe the annual authorization envisioned by HB 1132 would go
far to solve many of these problems, without placing an unreasonable
burden on industry. Those companies that have ceased providing service,
or choose to In the near future, will be removed from our list of authorized
companies on an annual basis. The remaining companies will annually
provide us with updated contact, service and location information. By
moving to an annual authorization process, both the Commission and
public will have access to better, more accurate and more relevant
information, provided by the party best able to do so.
This completes my testimony. | will be happy to answer any

questions you may have.
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February 17, 2003

SENATE INDUSTRY, BUSINESS AND LABOR COMMITTEE
RE: HB 1132 (Urging A Do Not Pass)

Mr. Chairman and Members of the Committes:

1 am writing to you on behalf of MCI WorldCom because two hearing schedule
conflicts this morning prevented me from appearing before you in person. MCI
WorldCom sees this bill as one which would replace a simple und workable system with
one that is potentially burdensome and expensive to both the PSY;} and resellers. For that
reason, MCI WorldCom urges a Do Not Pass on HB 1132,

Current North Dakota law requires resellers of telecommunications service to
obtain a certificate, not a license. We understand from previous PSC testimony that this
system has generally worked well and resulted in the increased availability of low cost
long distance and local telecommunication services to North Dakota consumers and
businesses and we do not see the imposition of a license requirement as being necessary
to address the cited problem, which we understand to be that the PSC sometimes “loses
track” of certificated resellers.

Business entities are required by North Dakota’s general corporation law to be in
good standing with state, To maintain good standing and thus be avthorized to do
business in North Dakota, a reseller (as any corporation or other business entity) must

make an annual filing with the secretary of state and have an agent for service of process

designated within the state. The annual report includes current location information, If the

issue is keeping track of what companies are eligible to do business in North Dakota, it
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would appear to be more efficient and less costly for the PSC staff to use the existing
process of the secretary of state, than to set up a new and separate licensing system for
this purpose,

We are also concerned that the license process as set forth in HB 1132 has the
potential to be substantially more cumbersome than the abbreviated process which the
PSC has described. Denial of a license application, particularly under circumstances
where the applicant already has a reseller’s certifioate, carries “due process” implications
because of a reseller’s substantial economic interest in continuing its right to do business.

When due process is involved, a hearing is required before a “taking” can occur.
While this bill includes hearing requirements when a license isn't renewed or is revoked,
it doesn’t include an explicit hearing process for an initial denial of an application. The
bill also doesn’t specify what process exists at the application stage and must be followed
for the commission to evaluate or conclude the applicant has violated a law or rule or for
an applicant for a license to participate in the evaluation process.

'We also note that the PSC expected the bill to be funded by a new license fee. However,
it is our understanding that the bill to impose the fee, HB 1133, was killed by the Housc.
Accordingly, it appears this bill will now have a negative financial impact on the general
fund. This, too, seems questionable in light of the existing registration with the secretary
of state. We also believe that a request by the PSC to its existing resellers to update their
information and status would receive a high rate of response and would, likely resolve the

issues which the PSC has raised. We think an update request is at least worth a try.
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In short, it secems to us that this bill proposes a “solution” which is too complex

and burdensome for both the PSC and resellers, and that it imposes more general fund

expense than is warranted by the problem. For that reason, we respectfully urge a Do Not

as no

I have sent a copy of this Jetter to Ms, Jeffcoat Sacco at the PS7Z,
Thank you for your consideration of this.

Marilyn Foss for MCI WorldCom
Lobbyist No. 37
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:’ ﬂ H.B. 1132

Presented by: ona A. Jeffcoat-Sacco
} Director, Public Utilities Division
| Public Service Commission

Before: Senate Industry, Business and Labor Committee
Honorable Duane Mutch, Chairman
Date: 17 February 2003
TESTIMONY

| Chairman and committee members, my name Is lllona Jeffcoat-
| Sacco. | am the director of the IPublic Service Commission’s Public Utilities
Division. The Public Utilities Division administers the Commission’s
\) jurisdiction over telephone, gas and electric public utilities in North Dakota.
The commission asked me to appear here today to testify in favor of House

Bill 1132, introduced at our request.
House Bill 1132 would revise the process we currently use to
authorize telecommunications resellers to provide service in North Dakota.
A telecommunications reseller is a provider of telecommunications service
that provides service to end users over another company's facilities. For
example, for its long distance business, MCI has only resale authority in
North Dakota, providing service to end users over facilities owned by other

} companies.
We currently use a registration certificate process to authorize

resellers to provide service in North Dakota. The application consists of a

- very simple form, together with the filing of corporate papers showing the
)

k.k../ applicant is authorized to do business in Noirth Dakota. The application
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’"‘“‘) requires no notice or hearing, and Is routinely granted unless there are very
special circumstances.

HB 1132 envisions much the same procass, even though the word
“license” Is used. The proposed process would still be a simple process,
requiring the filing of a very simple form and corporate japers. The
authorization process would still be routine, without the need for a notice or
‘hearing unless the applicant requested one in the rare case where the
Commission thought the license application should be denied.

The purpose of this blll is to move to an annual process, as opposed
to a certification process. In state law, a “certificate” is effective for an
indefinite period of time. In other words, while a “certificate” goes on
indefinitely, many telecommunication resellers do not, especially in today's

telecornmunications market. Certification continues unless some action is

U taken to end it, either by the company or by the government. What this
means in everyday practice is that we have certifled companies on our list
of providers that have gone out of business (voluntarily or not), moved ;
locations, changed owners or managers, changed phone numbers, started
providing different services, started providing service that requires a bond,

| violated laws in other jurisdictions, etc. There are over 500 certified

| resellers and we have no efficient and reliable way of finding out changes

‘in their status on a regular basis. We believe the annual license

o W A NN, e e e e it e o e = e

requirement would provide just such a way.
Each company that is actively providing service in our state has an

interest in preserving its authority to do so, and since we impose no other
burdens on these companies (no reporting requirements, no fees, etc.) the
1 \. burden of applying for an annual license is an extremely insignificant one.
| k/’ On the other hand, the burden on our agency to try to keep up with these

.
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| /) changes for hundreds of companies is great. The current certification
process makes government much less efficient, because we have little way
*i of knowing which resellers are operating on our state at any given time.

In addition to being inefficlent and inaccurate, the current process
often falls us when we need it the most. When we receive a bond
cancellation, a slamming complaint, or another consumer problem, we are
often unable to reach the company in a timely fashion because our records
are not current. This means we spend more time than we should trying to
track down the company rather than working on the nerits of the problem.

We also believe the problem that exists today will only become
worse. Each year we add approximately 40 to 50 new resellers to our lists.
We know many also go out of business each year, or choose not to do

| business in North Dakota, but never relinquish their certificate. So the list
:) of resellers keeps getting larger, more unwieldy and more inaccurate. it's a
situation the Commission views as unsustainable. ‘

It was suggested in the House that the Public Service Commission |
should simply coordinate our records with the Secretary of State. We do, ‘

| today, use information obtained from the Secretary of State to obtain
contact and registered agent information about resellers. We also have a
rule that provides that cerlificates are void for those companies that are
involuntarily dissolved by opetation of law. Unfortunately, for a number of
reasons we can discuss if you wish, this has not solved the problem.

We believe the annual authorization envisioned by HB 1132 would
go far to solve many of these problems, without pilacing any significant
burden on industry at all. Those companies that have ceased providing
service, or choose to in the near future, will be removed from our list of

L./ authorized companies on an annual basis. The remaining companies will
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0 annually provide us with updated contact, service and location Information.
By moving to an annual authorization process, both the Commission and
public will have access to better, more accurate and more relevant
information, provided by the party best able to do so.

This completes my testimony. | will be happy to answer any
questions you may have.
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l gNDA TC TELECOMMUNICATIONS COOPERATIVES

NORTH DAKOTA ASSOCIATION OF

P.O, Box 1144 « Mandan, ND 58554
Phone 701-663-1099 « Fax 701-663-0707
www.ndatc.com

HOUSE BILL 1132
SENATE INDUSTRY, BUSINESS AND LABOR COMMITTEE
FEBRUARY 17, 2003 |
DAVID CROTHERS

NORTH DAKOCTA ASSOCIATION OF
TELECOMMUNICATIONS COOPERATIVES

Y R

My name is David Crothers from the North Dakota Rssociation
of Telephone Cooperatives. The Association represents all of the

cooperative and independent telephone companies in the State.
Those companies serve over 164,000 homes and small businesses and

approximately 94 percent of the geographic territory of North
Dakota.

House Bill 1132 proposes to require resellers of
telecommunications services, both local and long distance 5
providers, to apply to the Commission each year so that they may ;
continue doing business in the State of North Dakota. Members of
the Association believe it is a unwarranted burden on those

providers.

It is unnecessarily burdensome for three reasons. First,
the Commission only seeks to apply annual licenses to resellers
of telecommunications services without extending similar rules to
facilities-based providers of telecommunications. For example,
Consolidated Telcom will have to apply each year for a license to
serve their local customers within the city of Dickinson, while
at the same time it does not have to be licensed to serve its

customers outside the city of Dickinson. ;

Under the Public Service Commission’s proposal, West River 1
Telecommunications Cooperative’s long distance company based in ‘
Hazen and providing service to its local customers will be '
required to get licensed annually. AT&T, Sprint and others have

no such obligation.

Second, long distance services have a long history of being
deregulated. They have been deregulated by the Federal
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legislature, The Public Service Commission does not have
jurisdiction over their rates or the companies’ terms and
conditions of service. To require resellers to apply each year
for a license to offer service in the State of North Dakota is
inconsistent with Federal rules and does nothing to protect the

residents of North Dakota.

o Communications Commission, the Public Service Commission and this

Finally, State law requires every single entity doing
business in North Dakota to file an annual report with the
Secretary of State’s office.

North Dakota Century Code 10-19.1-146 requires every
domestic and foreign corporation to file an annual report that
includes its principal place of business and the corporation’s |
registered agent in North Dakota and that individual’s address, 3
The Century Code also requires every domestic and foreign limited
liability company at NDCC 10~32-149 to meet the same standard,
Every limited liability company must file a report each year that
includes addresses of their executive ¢ffices, principal offices
and the name and address of their registered agent in the State
of North Dakota. The information the Public Service Commission
seeks resides in the Secretary of State s office today.

(2) (c) provide that a reseller’s certificate to operate in North
Dakota is forfeited if its registration certificate is
voluntarily or involuntarily dissolved. Both chapters of the
Century Code that require registration at the Secretary of
State’s office have provisions for involuntary revocation of
thelr right to do business if an annual report is not filed. The
process in North Dakota is simple. If a reseller does not file
with the Secretary of State each year, it may not do business in
North Dakota and its registration at the Public Service
Commission is automatically revoked.

"“> In fact, the Commission’s own rules at NDCC 69-~09-05-04

R e i et 3 R e e e

Members of the Assocliation believe that House Bill 1132 is
flawed. It would require one company to register each year at
the Public Service Commission while another company providing the
very same service would not have the same obligation. It seeks
to impose additional burdens on a deregulated industry and asks
private business to acquire one more license and fill out one
more form when that information is already available to the
government. We believe that is bad public policy and urge a Do
Not Pass recommendation on House Bill 1132,
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