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FLORIDA PUBLIC SERVICE COMMISSION

Capital Circle Office Center ® 2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

MEMOQRANDUM
JUNE 4, 1998

DIRECTOR, DIVISION OF RECORDS AND, PORTING sﬂhYﬂl

TO
&
FROM: DIVISION OF LEGAL SERVICES (COX) <:'ﬁé
DIVISION OF COMMUNICATIONS (HAWKINS) ; B
DIVISION OF CONSUMER AFFAIRS (C.PENA) ¢ A /Veiia.

RE: DOCKET NO. 9B0181-TI - INITIATION OF SHOW CAUSE
PROCEEDINGS AGAINST BFM INTERNATIONAL FOR VIOLATION OF
RULE 25-24.470, FLORIDA ADMINISTRATIVE CODE, CERTIFICATE
OF PUBLIC CONVENIENCE AND NECESSITY REQUIRED.

AGENDA : 06/16/98 - REGULAR AGENDA - INTERESTED PERSONS MAY
PARTICIPATE

CRITICAL DATES: NONE
SPECIAL INSTRUCTIONS: 8:\PSC\CMU\WP\980181.RCM

CASE BACKGROUND

Oon October 1, 1997, staff received informatio-n that BEFM
International (BFM) was allegedly providing debit card services
without a certificate from this Commission. 1In addition, staff
received a complaint from Steven Wiener of Telecard Dispensing
Corp. (TDC), a prepaid card distributor, against BFM International
(BFM.) TDC entered into a contract with BFM and purchased over
500,000 prepaid debit cardes that had a street value of over
$5,000,000. BFM, according to TDC, informed TDC that as of October
1, 1997, it was going to disconnect service on all cards. On
October 3, 1997, staff mailed a certified letter to Mr. Michael
Pardes of BFM requesting answers to questions regarding the
complaint filed by TDC. Staff received a letter dated October 21,
1997, from Mr. Ronald J. Marlowe, legal counsel for BFM, responding
to the complaint. From this letter, staff learned that BFM
provided interexchange service to TDC beginning in July, 1997, that
BFM intends to credit TDC for the non-working cards, and that BFM
has ceased operation.

Based on the apparent rule violation, staff opened this docket
to investigate whether BFM should be required to show cause why it
should not be fined $25,000 for operating without a certificate in
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the state pursuant to Section 364.285, Florida Statutes. After the
March 24, 1998, Agenda, a tele-conference was held the next day
with staff and BFM’e attorney, Ronald J. Marlowe, who submitted an
offer to settle the case. (See Attachment A.) Mr. Marlowe
indicated that BFM does not have the financial resources to pay the
$25,000 fine recommended by staff. He also revealed that BFM has
only a little over §8,000 in its bank account. Without an
admission of any wrongdoing, BFM is proposing the payment of $7,000
with the balance remaining to be used for legal and accounting fees
and to reimburse any end users who might come forward within the
next six (6) months with dishonored cards.

ISSUE I;: Should the Commission accept the settlement offer proposed
by BFM International to resolve the apparent violation of Rule 25-
24.470, Florida Administrative Code, Certificate of Public
Convenience and Necessity Regquired?

RECOMMENDATION: Yes. (HAWKINS)

i ©On March 25, 1998, staff had a conference call
with Mr. Marlowe, legal counsel for BFM. He revealed that BFM
briefly provided calling card service for TDC. Shortly after the
cards were issued, BFM determined that certain representations by
TDC to BFM concerning traffic termination points were grossly
inaccurate; therefore, BFM discontinued service to the cards.

On April 2, 1998, staff received a faxed response (See
Attachment A) from BFM. BFM offered this response as a progosed
settlement for the Commission’s approval in lieu of continuing the
show cause proceeding. Company principals of BFM also state that
should they decide to provide calling card services or services to
any entity in the future, they will first apply for certification
with the Commission.
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BFM has not been previously sanctioned by the Commission,
since all the customers affected have been made whole and BFM has
ceased operation, staff believes $7,000 is a reasonable settlement
offer. Therefore, the Commission should accept BFM's proposed
settlement and forego a show cause proceeding. The $7,000 should
be forwarded to the Office of the Comptroller for deposit in the
State General Revenue Fund pursuant to Section 364.285(1), Florida
Statutes.

ISSUE 2: Should this docket be closed?

Yes. Upon the Commission’'S approval of staff's
recommendation in Issue 1 and the remittance of the §7,000, this
docket should be closed. The 57,000 should be forwarded toc the
Office of the Comptroller for deposit in the State General Revenue
Fund pursuant to Section 364.285(1), Florida Statutes. (COX)

STAFF ANALYSIS: Upon the approval of staff’s recommendation in
Issue 1, and BFM’'s remittance of the §$7,000 settlement, this docket
should be closed. The monies shall be forwarded to the Office of
the Comptroller for deposit in the State General Revenue Fund
pursuant to Section 364.285(1), Florida Statutes.
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April 2, 1958
Rick Mcses
Florida Public Service Commission
2540 Shumard Ok Bivd.
Tallahassee, FL 32300
Re: BFM intemational
Doclket 980181-T1
Qur Flle No. 2684.014
Dear Mr. Moses:

This letter is a follow-up to our conferance call with Brenda Hawking and Carmenoits
Pena on March 25, 1688.

As you know, the undersigned represents BFM Intemational in this matier, BFM
intemational briefly provided calling card support for Telecard Disperwing Corp. 'In or
about September 1807, shorlly aflar the cards were lssued by TDC, BFM Intermnatlional
determined that certain representations by TDC to BFM conceming traffic terminjation
points wera grossly inaccurats. These misrepresentations caused BFM o opersts st &
significant loss while providing services to TDC. Upon further investigstion, BFM
ascertained that TDC wes not a certificated entity. As BFM was not certificatad, it projnptly
discontinued providing services to TDC. In advance of terminating service, however, BFM
advised TDC that it could port the relevant 800 numbers to a certificatad carrier so that the
celling cards would continue to work. On or about October 1, 1997, BFM discontnued
providing service on these calling cards.

From all indications, very few cards reached end-users which were not exhausted.
As you know, calliing cards tend 1o be consumed quickly by end-users. Because ¢f the
advance notice by BFM to TDC that R would discontinue providing servicas on these dards,
TDC stopped lssuing the cards and substitited cards which used a different camier

. (presumably certificated) in advance of the cul-off dale.
BFM has knowiedge of only a few cards which were actually purchased by and-

users (as contrasted with distributors who were provided replacement cards by TDC) which
were not exhausted. BFM has and Intends to continue to fully reimburee end-usess for

-
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those cards 1o the exdent that BFM becomes sware of thelr exdstence. w_u:.-BEMHE
reimburse end-users for 100% of the card value regardiess of the unused amount kbt on
the card at the time BFM stopped providing support services 1o TDC on these cardp.

it s BFM's position that this situstion s the responabiliity of TDC and that TDC
should be heid responaible for e problems created. From all indications, TDC kas e
patiem and practice of misrepresaenting their authority to lesue calling cards and treffic
terminations points.

BFM ceased providing any services for TDC (or any other eniity) long befort this
matier came 1o the atiention of the FPSC. Upon the advice of counsal, BFM stopped
providing services to TDC inasmuch as R was anticipated that if it falled to do 80 It would
recelve a cease and desist order from the FPSC commanding R 10 ceass prowding
services untll and uniess TDC was or became cartifioated.

This matter ls not consumer driven. After BFM ceased providing services to “DC,
TDC contacted the Floride Attomey General's office and the Florida Public
Commission. TDC also askad its distributors to do ikewise even though the
were made whole by TDC which replaced the cards with new cards

BFM does not have the financial rescurces 10 pay the $25,000.00 fine
recommanded by staff to the Commission. Al this time, BFM has just over $8,00000 in
its bank account. BFM has ceased all operations and will not provide calling card senvices
to any entity in the future. Moreover, the principals of BFM agree that they will not provide
calling card services or services for calling card providers without being certificatac

BFM ls desirous of resolving this matter. Accordingty, but without any admisswon of
wrongdoing, | have been suthorized to propose the payment by BFM of the sum of
$7.000.00. The balance of the funds cumantly held in BFM's bank account will be used for
legal and accounting fees and to reimburse any end-users who might come forward within
the next six (6) months with dishonored cards.
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Please contact me o discuss whether this sets forth an scceptable basis for
resolution of this matier and whether we can postpons the response date on any Order to
Show Cause while this proposal is considersd by staff and the Commission.

Very truly yours,

e

Martens Dunsj Mariowe Devis & Marlowe
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