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RE: DOCKET NO. “980336-TI - INITIATION OF SHOW CAUSE
PROCEEDINGS AGAINST CORAL COMMUNICATIONS, INC. FOR
VIOLATION OF RULE 25-24.470, FLORIDA ADMINISTRATIV CODE,
CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY ReJUIRED.

DOCKET ™0. 98045%1-TI - APPLICATION FOR CERTIFICATE TO
PROVIDE INTEREXCHANGE TELECOMMUNICATIONS SERVICE BY CORAL
COMMUNICATIONS, INC.

AGENDA: 06/30/98 - REGULAR AGENDA - ISSUE 1 - SHOW CAUSE - ISSUE
2 - PROPOSED AGENCY ACTION - INTERESTED PERSONS MAY
PARTICIPATE

CRITICAL DATES: NONE

EPECIAL INSTRUCTIONS: NOMNE

FILE MAME AND LOCATION: S:\PSC\CMU\WP\980336.RCHM

CASE_BACKGROUND

On April 23, 1998, by Order No. P5C-98-0573-SC-TI, in Docket
Number 980336-TI, the Commission ordered Coral Communications, Inc.
(Coral) to show cause in writing within 20 days of the effective
date of the Order why it should not be fined $25,000 per day for
its apparent viclations of Rule 25-24.470, Florida Administrative
Code. On May 7, 1998, Coral filed a settlement offer as resolution
to this docket. (Attachment A, Page 6) In addition, on April &,
1998, Coral filed an application for certification as an
interexchange telecommunications company.
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DATE: June 18, 1998

Since Coral filed its application for certification, staff has
learned that the principals of Coral were formerly involved with
Intercontinental Communications, Inc. d/b/a ICLD as an agent under
the name of Telecommunications Marketing, Inc. 1CLD is currently
under investigation for apparent unauthorized carrier changes
submitted by Telecommunications Marketing, Inc. In addition, staff
has learned that numerous other states are also investigating
Coral. Based on this information, staff believes the following
recommendations are appropriate.

RISCUSSION OF ISSUES

ISSUE 1: Should the Commission accept the settlement offer
proposed by Coral Communications, Inc. to resolve the apparent
violations of Rule 25-24.470, Florida Administrative Code,
Certificate of Public Convenience and Necessity?

RECOMMENDATION : No. The Commission should not accept the
settlement offer proposed by Coral. (Biegalski)

STAFF AMALYSIS: On May 7, 1998, Coral sent staff its proposed
settlement offer. In its settlement offer Coral agreed to do the

following:
® Coral will refund any Florida customer complaints.

» Coral will make sure all marketing materials are
withdrawn from Florida.

L Coral will pay a $10,000 penalty for operating in
Florida without a certificate.

Staff supports Coral's proposal to make refunds to Florida
consumers. Coral had previously represented to staff that it had no
knowledge that its product was being marketed in Florida. In
addition, Coral stated that it will not and does not process or
bill any customers from Florida. Thereafter, Coral has stated in
ite settlement offer that it has made refunds to consumers in
Florida in the amount of $32, 688.37. Therefore, it must have been
billing in the State of Florida. 5Staff believes that Florida
consumers should not be responsible for chargea they did not
authorize. Staff also supports Coral’'s proposal to withdraw all
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marketing materials from Florida. However, because Coral was
operating and billing customers in the Stacte of Florida for
telecommunications service without a certificate, and because of
the deceptive nature of the marketing activities of Coral, staff
cannot support Coral’s settlement proposal in its entirety. Staff
believes the monetary settlement is inadequate for the harm to
Florida consumers.

Moreover, staff is aware of investigations into the deceptive
marketing practices of Coral in other states, and of the history of
Coral’'s president, Michael Tinari, with sweepstakes LOAs.
Therefore, staff does not recommend accepting the settlement offer

proposed by Coral.

ISSUE 2: Should the Commission deny Coral Communications, Inc.’s
application for a <certificate to provide interexchange
telecommunications service in Florida?

RECOMMENDATION: Yaa. Coral does not appear to have the
managerial capability as required in Section 364.337(3), Florida
Statutes. Therefore, the application should be denied.

(Biegaleki)

STAFF ANALYSIS: 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
respongibility 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 February 26, 1998, staff mailed a second
certified letter to Coral. Coral filed ite application for
certification on April 6, 1998.

Section 364.337, Florida Statutes, states in part:

(3) The commission shall grant a certificate of authority
to provide intrastate interexchange telecommunications
service upon a showing that the applicant hae sufficient
technical, financial, and managerial capability to
provide such service in the geographic area proposed to
be served.
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Based on staff’'s review of the management involved with Coral,
it does not appear that Coral has the managerial capability to run
a company in the public interest.

Rule 25-24.471, Florida Administrative Code, states in part:

{3) A certificate will be granted if the Commission
determines that such approval is in the public interest.

Staff has investigated the management of Coral and the company
itself. Coral has pending investigations in numerous other states,
and just entered into a consent injunction and judgment with the
Attorney General’s Office in Missouri. (Attachment B, Pages 7-15])

In addition, Mr. Michael Tinari, President of Coral, was
formerly President of Telecommunications Marketing, Inc (TMI).
This company was an agent for Intercontinental Communicatiens
Group, Inc. d/b/a 1ICLD (ICLD). ICLD is currently under
investigation for numerous apparent unauthorized carrier change
complaints, During numerous conversations with ICLD, it appears to
staff that the complaints stem from forged LOAs marketed through
sweepstakes submitted by TMI. Considering the managerial
operations of TMI, it does not appear that Ccral has the managerial
capability needed to operate a certificated telecommunications
provider in compliance with Florida law and the Commissicn's rules
and orders. Therefore, it is staff’'s recommendation that the
application be denied.
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I8SUE 3: Should these dockets be closed?

RECOMMENDATION: I« If staff’s recommendation in lssue 1 |is
approved, Docket No. 980336-TI should remain open pending the
resolution of the show cause proceeding. Coral must respond to the
original show cause order within 10 days of the issuance of this
Order denying the settlement. If Coral fails to respond to the
Show Cause Order, the fine should be deemed assessed. If Coral
fails to respond tc the Order to Show Cause, and the fines are not
received within 5 business days after the expiration of the show
cause response period, this docket should be closed
administratively. After reasonable collection efforts, the fine
should be forwarded to the Comptroller’s Office for collection.

If staff’s recommendation in Issue 2 is approved, Docket No.
980491-TI should remain open pending the processing of any protest
to Issue 2 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. If no protest is filed, the
Order will become final, and this docket should be closed. (B.

Ksating)

STAFF ANMALYSIS: If staff’s recommendation in Issue 1 is approved,
Docket No. 980336-TI should remain open pending the resclution of
the show cause proceeding. Coral must respond to the original show
cause order within 10 days of the issuance of this Order denying
the settlement. If Coral fails to respond to the Show Cause Order,
the fine should be deemed assessed. If Coral fails to respond to
the Order to Show Cause, and the fines are not received within 5
business days after the expiration of the show cause response
period, this docket should be closed administratively. After
reasonable collection efforts, the fine should be forwarded to the
Comptroller’s Office for collection.

1f staff’s recommendation in Issue 2 is approved, Docket No.
980491-TI should remain open pending the processing of any protest
to Issue 2 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. 1If no protest is filed, the
Order will become final, and this docket should be closed.
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May 7, 1998
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Coral will pay a $10,000 penalty operating in Florida withowt its Certificate
Public Coavenience and Necessity,

I would also liks to pote that Coral filed its application for ity tariff in Florida on April 3,
1998, Doclket # 980491-T1.
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N THE CIRCUIT COURT OF THE COUNTY OF ST. LOUIS,
STATE OF MISSOURI

STATE OF MISSOURI, ex rel.
JEREMIAH W. (JAY) NIXON,
Anomey Generl,

Plaintiff,

Case No. 98CC-000716
Division No. 39

V.

CORAL COMMUNICATIONS, INC,,
a Florida Corporation, et al, :

Defendants.

CONSENT INJUNCTION AND JUPGMENT
_AS TO DEFENDANTS CORAL COMMUNICATIONS. ING,
AND MICHAEL TINARI

It has been stipulsted by and botween Plaintiff. St of Missouri, a the relation of
Attorney Oeneral Jeremish W, (Jay) Nixon, and Defendants Coral Communicatons, lnc.
("Coral”) and Michael Tinard (“Tinari"), that they have agreed to setle the claims raised agaiost
Coral and Tinad in Plaintiffs petition, as currently amended, and based on informaton and
advice of the parties, the Court hereby Concludes, Adjudges and Decroes, as follows:

L GENERAL

1 Juripdigtion. This Courn bas jurisdiction over the pardes and the suljest mancr
of this Consent Injunction and Judgment ("CU™). The Count has the power 10 enter this CU and
does 30 with the consent of the parties.

2 Suit. The Anomey General has filed this action agsinst Coral and Tinari, and
othery, in St Louis County Circuit Cour, Cause No. 98CC-000716 (the “Action™), alleging,
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m;mmmmmrmmmmmﬂmm.m
1954,

3 Seulempent. The Amomey General and Coral and Tinari have determined that it
is in their mutusl intersst 3 resolve the claims raised againg Coral and Tinari in the Action
wmﬁmm-&mmmmmwmmm. Nothing
mhdhndnmﬂnlhn-mdnimﬂflhhiﬁwmhpmufcwam

4, wumm«mﬂuﬁmuummmhmﬂ
w-mﬁmmumdmmmwhmmmmm
and shall not be affected by such declaration.

s. Non-Aporoval. Coral and Tinari shall not represent 10 any person, natnal of
MMHMMWW&MW.MW«wd'w
MMMMawwwMMWHMMTmu
any time.

6. Faic and Adegusis Sculement Having resd and undentood the terms and
wﬁﬁmalﬁntﬂ.hnﬂuﬂmwmmthHMarﬂr.;u:tmd
WMIuﬁmofﬂlﬂhmﬂmﬂ'lcmqﬂnuMdemm!’:u'min
the Action.

7. Recommendagon. mmﬂmﬂmmmmﬁmhmmd

and agree that the Court enter this CIJ.
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0. DEFINITIONS

8. Advenisement, including the terms "advertise™ and “sdvertsing.” shall mean the
amerape by publication, dissemination, solicitation, circulation, o¢ any other mesns o induce,
Mwhﬂhﬂdy.wmu“hmmynbu;ﬁmumhmyiﬁlumu-uh
real estats.

9. Coral means Defendant Coral Communications, Inc. and shall include any of iu
uﬁmMmWMmmem
wrustees, subsidiaries, or parent or other related corporations.

10. - Tinari means Defendant Michael Tinari and shall include any of his agents,
employees, representatives, sOMEys, predecessors, successors, and assigns.

11.  Person shall mesa any natural person or his logal represcnutive, parmership, firm,
hpﬂtwmhmﬂmﬂ“hﬂ:mfﬁﬂ.mnhﬁd&mw&
business entity or associstion, and sny agent, cmployee, salesman, parner, officer, director,
member, stockholder, associate, trustes or cesqui que trust thereof,

12 mindudmu-m'ml'md"uﬂh;“ﬁllln_umﬂd-,hu.oﬂ:rfur
sale or lease, or attempt 10 sell of lease merchandise for cash or on credit

oL INJUNCTION
13.  Coral and Tinari are hereby forever enjoined from, either direcdy or indirectly,
;dvnﬁﬂn&nﬂh‘hluiﬂluﬂ-ﬂh‘dmﬂuﬁoumuﬂaw;inw

promoting any sweepstakes, prizs promotion of contest in the State of Missouri.
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Iv. JUDGMENT AND PAYMENT PROVIZIONS
14 mmwm&m&mmmmhmd
jumtmﬂﬂﬂdmm:bﬂm.hhm-dhhdh
AththWMWMH&IWMﬂMML
rmﬂﬂhnﬁhﬁm&.nﬁ-“rmﬂ.uwﬁdhh
Attorney General.
1S, In satisfaction of this judgment, Coral andior Tinari shall make three (3) payments
 the Missousi Merchandising Practioss Revolving Fun on the following peyment schodule:
N mummy-ntm.ummmmnﬂm
and/or Thnari shall ke & Pifteen Thousand ($15,000.00) payment to the Missourl
Merchandising Practices Revolving Fund; and,
b, On or before June 5, 1998, the Azoraey Osneral shall reccive and Coral and/or
Tinari shall make & Fifieen Thousand ($13,000.00) payment o the Missouri
Merchandising Practices Revolving Fund; sad,
c. Op or before June 19, 1998, the Anomey General shall receive and Corl
uﬂummmaﬁmmms.mm}muumm
Merchandising Practices Revolving Fund.
16. mwmumummummnm.
md&wmmmwu-ﬂw-ﬁmmum
17.  Defendsats are joindy snd severally lisble for all obligations referenced in this
Judgment,
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18, [n the event Coral and/or Tinari elect to engage in, either directly or indirectly,
the advertising, offering 10 sell and selling of telecommunications services, and/or engagoe in or
promote, either directly or indirectly, any sweepstakes, prize promotion or coutest in the Stte
of Missouri, Coral and/or Tinani shall:

& reenit & hamp sum payment of $50,000.00 (Fifty Thousand and Nov100 Dollars)
o the Missouri Merchandising Practices Revolving Fund, or such other fund as may be
designated by the Atomey Genenl;

b. nodfy the Anomey General, in writing, of their intent © do business in
Missouri and forward such notice with copies of ardcles of incorporation, documents reflecting
Defendants’ Missouri registered agent, liconses o do business i the Staw of Missoun, tariffs,
certificate of intarexchange asuthority andlor other certificatos issued by the Missoun Public
Service Commission andior other licenses or grants 0 do business In the State of Misso'uri; and,

¢ roust fumish the Atomey General with satsfactory proof of the posting of a
surety bond or an [mrevocable lener of credit as defined in §400.5-105, RSMo 1994, issued by
any staie or faderal financial institution, in the sum of $1,000,000.00 (One Million Dollars) for
each year in which the Conl and/or Tinarl do business. The bond shall be conditioned upoa
Coral's and/or Tinari's complisnce with the Missouri Merchandising Practices Act, and the bond
shall be indemnity for any loss sustained by any person as well as for any other relief available
10 such person and/or the State of Missouri under the Act by reason of the conduct or omissions
of Coral and/or Tinari whea such conduct or omissions are found 1o be a violation of the AcL
The proceeds of the bond or irrevocable lener of credit shall be paid upoa receipt by the Amomey
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General of a final judgment from a Missouri court of competent jurisdiction against Coral and/or
Tinari and in faver of an aggrieved party and/or the State of Missouri.

V. RESTITUTION

19.  Coral and/or Tinar shall reimburse and/or credit all Missouri consumers who have
notified my State entity including, but not limited 10, the Anomey Genenal's Office and the
Missouri Public Service Commission, their local exchange carrierr or long distance carriers, the
Better Business Buresy, the Feders] Communications Commission, Coral or Tinan, that charges
for Coral's services wers unsuthorized or unwanied, were based upor misreprescniation,
deception, corcealment, suppression, omission, fraud, a deceptive format, false promises, hall-
truths, unfair practices, illegs! conduct, or were unsolicited merchandise or services.

(1)  Corsl andor Tinari shall pay all service charges associsted with the billing
for Coral's services, if amy; and,

(2)  Coral and/or Tinari shall refund or credit the consumer for the cost of
Conal's services.

20.  In the event that Cora) and/or Tinan determines & refund and/or credit is not
appropriate, Coral and/or Tineri shall potify the consumer and the Atomey General of the denial
of a refund andfor credit and i reason for the denial.

21.  Within one (1) moath of execution of this CUJ and monthly thereafler undl the
restitution process is completed, Coral and/or Tinari shall provide the Anomey General with the
number of Missowri consumers who requesied a refund, each consumer's oame and address, the
amount of each consumer's individual refund, and the total amount of refunds provided.
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V. MISCELLANEOUS

22.  Nothing in this CL shall be desmed to permit or authorize any violabon of the
laws of the State of Missouri or otherwise be construed to relieve Coral and/or Tinari of any duty
nmﬁmhwmmmmhﬁmnnfhhuﬂwmﬁm
ﬂjﬂﬂﬂhﬁﬂhhﬂ:ﬂhuﬁﬁimnﬂbubmhﬁrmwmmm
hrﬁlhﬂmlnquuhﬁuﬂhﬁhﬂufuwhdﬂlﬂimlﬂhlm.M.!
lﬁpdudmﬁhh-ﬁnmmhﬁnum:ﬁumwﬂudhyﬂuhnmhu
regulations of the State of Missouri including 407.920 RSMo 1994,

23, ClJ Violations, A violation of any of the terms or conditions of this Consent
MNJMMWHMMnmm«ﬁﬂmhmty
ﬁhmwmvﬁnmmmmmumdmnvhhﬁmhmhnm
pﬂﬁuﬂumﬂu?thndNu’lWDnﬂmﬂS.m.W]pﬂ-‘uiﬂvibiltiﬂﬂnf
ﬂﬁDmmbﬁ:uﬂmuderhmwmthmﬂMwTiuﬂbyMAw
General pursuant to Section 407,110 RSMo 1994,

24, HMWTMMHWWMMMM“&&HCU.
Mrﬂwﬁm‘lMhmﬂhﬁnvhhﬁmmﬂhﬂnfﬂnﬂﬂﬂﬂhlpﬂulﬂl
RSMo 1994.

25.  Notice. Coral and/or Tinai will provide a copy of this CLJ 1o all present and
mmmmmmwu.mmwﬂ

26. WM%TMMMH;MNM
MHMMHMMMEMWWMWH
on behalf of Coral and/or Tinari that are enjoined by this CU within thirty (30) days of the date

— | -
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of entry of this CU. Thereafter, upon notice by any agent of the Office of the Atomey General,
Coral and/or Tinasri shall remove any and all promotions, includi=g, but not limited o, box
programs, advertisements, sweepstakes forms, conducted by or on behalf of Coral and/or Tinan

that are enjoined by this CU within seven (7) days. Notice to Conl's and/or Timan's counsel

shall constitute notice o Coral and/or Tinari for purposes of this parmagraph. Every failure by '
Coral and/or Tinart 10 remove such nooced promotions shall constitute a violation and breach of
the CLJ.

27. fm All costs of Court expended or incurred in this cause are hereby adjudged
sgainst Comal and'or Tinan, jointly and severally.

SO ORDERED this 7?(, of 1998.
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Thnudmﬁpdpumhluu&puhudmdm-:hmﬂmh&mm

Injunction and Judgment.

JEREMIAH W, (JAY) NIXON
Anoraey Generl

CORAL COMMUNICATIONS, INC.

(.z %:‘fm%‘mdﬁ_ " By: Michsel Tisari

Assistant Atorney General
Wainwright State Office Building
111 North 7th Swreet, Suite 204
St. Louis, MO 63101

(314) 3404816

Title: President
Subscribed and swom to before me this 14 day of

Cwven A Porcalla

" iy COMMSBON 4 CTT!8 DOMES
‘f%f/ﬂﬂf- Y i v
MICHAEL TINARI
—_—
u /

L —
By: Michael Tinan

Subscribed and swom o before me this _&’_d.lyqf
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