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CASE BACKGROUND
On March 3, 1998, staff cbeerved shoppers submitting Coral
entry forms into an entry box at Tallahassee Mall. Based on

informal converasations with some shoppers, staff believes that few,
if any, shoppers entering the contest realized that they were
obligating themselves to a $7.50 recurring monthly charge for the
discount calling card on their local exchange telephone bill by
entering. Moreover, staff believes the entry form itself is
deceptive and misleading because it alternately states the service
is a travel card, then a calling card with 5.25 per minute usage
rates and finally, that a charge of $.25 per day and a $2.99 set up
fee applies whether the service is used or not. The form also
states that “your telephone service will not change”, even though
contestants will all likely be charged additicnal fees. Staff also
notes that the form fails to specify any drawing date, and staff is
informed that the “contest” is not registered as required with the
Secretary of State and that other states, including Illinois, have
announced investigations of Florida-based Coral. (Attachment A,
Page 7) While the Commission has no complaints against Coral at
this time, staff recommends a proar:tivenm?ﬂ;&z;ﬁaahm;;_Dwvant
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unauthorized billing because staff is aware that Floridians have
been entering Coral’s so-called contest, thereby making themselves
subject to being billed by Coral at a later time on local exchange
company bills. Staff believes the activities of Coral
Communications, Inc. (Coral) constitutes “cramming” of unauthorized
charges on local ph ne bills.

Prior to observing the 4-wheel drive display and entry forms
at Tallahassee Mall, the Commission received information that Coral
Communications, Inc. may also be providing telecommunications
service without a certificate. On January 27, 1998, staff sent a
certified letter regarding certification and application packet to
Coral. Coral signed for the certified letter, but did not respond.
staff sent a second certified letter cn February 26, 1998. In the
interim, staff received a response from Coral on February 23, 1998
statii.:;g it had no knowledge that its product was being marketed in
Florida.

Because it appears as though Coral is providing (or offering
to provide without the required disclosures) telecommunications
service without a certificate by offering a discount calling card
service and Coral has not yet obtained certification, we believe
the follow::igy recommendations are appropriate.

DISCUSSION OF ISSUES

ISSUE 1: Should the Commission order Coral Communications, Inc. to
show cause why it should not be fined $25,000 per day for apparent
failure to comply with Rule 25-24.470, Florida Administrative Code,
Certificate of Public Convenience and Necessity Required?

RECOMMENDATION: Yea. Due to the fact that Coral appears to be
providing for offering with the intent to provide)
telecommunications service without a certificate, staff believes
the Commission should require Coral to show cause in writing within
20 days of the issuance of the Commission‘’s Order why it should not
be fined 525,000 per day for apparent violation of Rule 25-24.470,
Florida Administrative Code, Certificate of Public Convenience and
Necessity Required. The company’s response must contain specific
allegations of fact or law. If Coral fails to respond to the show
cause, the fine will be deemed assessed. If the fine is not paid
after reascnable collection efforts by the Commission, it should be
forwarded to the Office of the Comptroller for collection. If the
fine is paid, it will be remitted by the Commission to the State of
Florida General Revenue Fund pursuant to Section 364.285, Florida
Statutes. (Biegalski)
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STAFF _ANALYSIS; Rule 25-24.470, Florida Administrative Code,
atatces:

No peraon shall provide intrastate
interexchange telephone service without first
obtaining a certificate of public convenience
and ne-essity from the Commission. Serviceas
may not be provided, nor may deposits or
payment for services be collected, until the
effective date of a certificate, if granted.
However, acquisition of equipment and
facilities, advertising and other promotional
activities may begin prior to the effective
date of the certificate at the applicant’s
risk that it may not be granted. In any
customer contacts or advertisements prior to
certification, the applicant must advise the
customer that certification has not and may
never be granted.

On January 27, 1998, staff received information concerning a
company called Coral Communications, Inc. Staff mailed a certified
letter to Coral informing it of its responsibility to obtain a
certificate in order to provide telecommunications service in the
State of Florida. An application packet was included with the
certified letter and staff requested a return date of February 23,
1998. This letter was received and signed for by Coral. on
FPebruary 26, 1998, staff mailed a second certified letter to Coral.
In the interim, Coral responded to staff stating it had no
knowledge that its product was being marketed in Florida. In
addition, Coral stated that it will not and does aot process or
bill any customers from Florida.

Based on the LOA staff has received and staff‘’s observations
of Coral’'s display at Tallahassee Mall, it appears to be in
violation of Rule 25-24.470, Florida Administrative Code, hy
offering telecommunications service without a certificate.
Moreover, the LOA has no disclaimer that the service may never be
provided.

In previous dockets involving companies operating without a
certificate fines and settlements have ranged up to 540,714. Staff
believes that a fine of 525,000 per day for operating without a
certificate is appropriate. Therefore, since it appears that Coral
is providing telecommunications service without a certificate,
staff recommends that the Commiasion should issue a show cause
order.
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ISSUE 2: Should Coral Communications, Inc. be ordered tn stop all
billing in Florida until authorized to do so Ly the Commission?

RECOMMENDATION: Yes. Pursuant to Sections 364.01, 364.08, and
164.19, Florida Statutes, the Commission has jurisdiction over
Coral's LOA. Therefore, staff recommends that the Commission order
Coral to stop all bi ling in Florida until authorized to do so by
the Commission and to obtain certification before the company
initiates any billing of charges stemming from such LOAs in
Florida. (Biegalski)

STAFF_ANALYS]IS; Coral’s LOA appears to be deliberately deceptive,
intending to encourage people to enter a drawing for $25,000 or a
four-wheel drive vehicle while the fine print statea that by doing
50 telephone subscribers will be assessed a fee of $7.50 per month
and a set-up fee of $2.99 whether any service is used or not.

The LOA alternately calls Coral's service a discount travel
card or a discount calling card. Moreover, Ccral is not authorized
by the Secretary of State to conduct the drawing and no date for
the drawing is sperified. Therefore, staff believes the LOA is
deceptive and illegal.

Even though Coral has responded that it will not and does not
process or bill any customers from Florida and that one of its
screening processes specifically screens out any Florida customers,
staff believes Coral should be ordered to stop all billing in
Florida until authorized to do so by the Commission and to obtain
certificarion before the company initiates any billing of charges
stemming from such LOAs in Florida.

ISSUE 3: Should the Commission order all certificated interexchange
companies (IXCs) te discontinue providing interexchange
telecommunications service to Coral Communications, Inc., pursuant
to Rule 25-24,4701(3), Florida Administrative Code, Provision of
Regulated Telecommunications Service to Uncertificated Resellers
Prohibited?

Yes. It appears that Coral may be operating in
Florida without a certificate in violation of Rule 25-24.4701(3),
Florida Administrative Code. The order should state that any IXC
providing service to the company must contact the Commission at the
conclusion of the show cause response period to determine if the
show cause proceeding has been concluded. (Biegalseki)
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: Rule 25-24.4701 (3), Florida Administrative Code,
Provision of Regulated Telecommunications Service to Uncertificated
Reaellers Prohibited, states:

(3) The Commission, upon making a
determination that a customer of an
interexchanga company is unlawfully reselling
or rebilling intrastate interexchange service
may issue an order that directs the customer
to cease and desist reselling or rebilling
such service and simultaneously directs the
interexchange company to discontinue providing
such service to such customer and/or to cease
providing wservice to such customer at
additional locatione within Florida, provided
that such discontinuance or limitation of
service is technically feaasible within the
context of existing facilities and technology.

It appears that Coral may be operating in Florida without a
certificate. Accordingly, staff recommends that the Commission
order all certificated IXCs to discontinue providing intrastate
long distance service for resale to this company at the conclusion
of the show cause proceeding. The order should state that any IXC
providing service to the company will be notified at the conclusion
of the show cause proceeding.

ISSUE 4: Should the LECs be ordered not to bill for Coral until
such time as each entry form has been third-party verified to the
gsatisfaction of the Commission?

Recommendation: Yes.

Staff Analyeie;: Because Coral has sufficient information with each
entry form to submit charges to LEC subscribers as it is doing in
other states, staff believes Coral may ultimately charge Florida
subscribers based on the entry forms it has already collected in
Florida. Because staff believes the entry forms are deceptive and
in violation of Chapter 364 and Commission rules, staff recommends
that LECs be ordered not to bill any Floridians on behalf of Coral
until such time as Coral has patisfied the Commisasion, through
third-party verification, that subscribers have agreed to accept
Coral’e service offering.
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ISBUE 5: Should this docket be closed?

If staff's recommendation in Issue 1 is approved,
then Coral will have 20 days from the issuance of the Commission's
show cause order to respond in writing why it should not be fined
in the amount proposed. If Coral timely responds to the show cause
order, this docket should remain open pending resolution of the
show cause procending. The docket should also remain open to
process any protesc to Issues 2, 3, and 4 that may be filed within
21 days of the issuance of the Order by a person whose substantial
interests are affected by the Commission’s Proposed Agency Action.

Staff recommends that if Coral fails to respond to the Order
to Show Cause, the fine will be deemed assessed. If the fine is
not received within five business days after the expiration of the
show cause response period, it should be forwarded to the Office of
tha Comptroller for collection. If no timely protest of Iesues 2,
3, and 4 is filed and Coral fails to respond to the Order to Show
Cause, this docket may be closed administratively. (B. Keating)

If staff’'s recommendation in Issue 1 is approved,
then Coral will have 20 days from the issuance of the Commission's
show cause order to respond in writing why it should not be fined
in the amount proposed. 1If Coral timely responds to the show cause
order, this docket should remain open pending resclution of the
show cause proceeding. The docket should also remain open to
process any protest to Issues 2, 3, and 4 that may be filed within
21 days of the issuance of the Order by a person whose substantial
interests are affected by the Commission’'s Proposed Agency Action.

Staff recommends that if Coral fails to respond to the Order
to Show Cause, the fine will be deemed assessed. If the fine is
not received within five business days after the expiration of the
show cause response period, it should be forwarded to the Office of
the Comptroller for collection. If no timely protest of Issues 2,
3, and 4 is filed and Coral fails to respond to the Order to Show
Cause, this docket may be closed administratively.
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