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FLORIDA PUBLIC SERVICE COMMISSION ;

Capital Circle Office Center ® 2540 Shumard Oak Boulevard
Tallahassee, Florida 32395-0850

MEMORANDUM
OCTOBER 31, 1996

TO: DIRECTOR, DIVISION OF RECORDS AND REPOR?}HG (BAYO)

el
FROM: DIVISION OF COMMUNICATIONS (ISLER) Fi L
DIVISION OF LEGAL SERVICES (CULPEPPER)\(D

RE: DOCKET NO. 961089-TI - INITIATION OF SHOW CAUSE
PROCEEDINGS AGAINST CONETCO CORPORATION D/B/A
COMMUNICATIONS NETWORK CORPORATION FOR VIOLATION OF RULE
25-4.043, PLORIDA ADMINISTRATIVE CODE, RESPONSE TO
COMMISSION STAFF INQUIRIES.

AGENDA : NOVEMBER 12, 1996 - REGULAR AGENDA - SHOW CAUSE -
INTERESTED PERSONS MAY PARTICIPATE

CRITICAL DATES: NONE
SPECIAL INSTRUCTIONS: 8:\PSC\CNU\WP\961089TI.RCM

CASE BACKGROUND

® A representative in the debit card industry provided staff
with a debit card identified only as The Travel Phone Card. The
Master Commission Directory did not reflect a certificated carrier
by that name.

® Staff mailed the company a certified letter requesting
information about its operations, but the letter was later returned
by the Post Office.

® Staff received a complaint from a consumer who advised he
had purchased The Travel Phone Card and was never able to use 1t.
The customer’s letter included the company name of Conectco
Communications, and a different address from the one staff had been
given. The Master Commission Directory records did not reflect a
certificated carrier with the name of Conectco Communications.
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® Staff mailed the company a certified letter to the address
furnished by the consumer and requested a response. The Post
Office advised that the letter was delivered on August 5, 1996.

® Staff talked with a company representative, who was unable
to satisfactorily answer any questions. A request to speak with an
officer of the company has been unsuccessful.

® Staff later discovered that a company called Conetco
Corporation d/b/a Communications Network Corporation was issued IXC
Certificate No. 3974 on June 2, 1995. Although the name is spelled
differently, staff has determined that this is the same company to
which staff has directed its inquiries concerning The Travel Phone
Card.

® WorldCom Network Services, Inc. d/b/a WilTel Network
Services, Inc. notified the Commission that it had filed an
involuntary Chapter 11 bankruptcy petition against Conetco and
notified the Commission that Conetco’s 1+ customers were
transferred to WilTel.

® To date, Conetco has failed to respond to any of staff’'s
inquiries.
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DISCUSSION OF ISSUES

ISSUE 1: Pursuant to Chapter 364.285, Florida Statutes, should
Conetco Corporation d/b/a Communications Network Corporation be
ordered to show cause why a fine of up to $25,000 per day should
not be imposed each day it is determined to be in violation of Rule
25-4.043, Florida Administrative Code, Response to Commission Staff

Inquiries?

RECOMMENDATION: Yes.

STAFF ANALYSIS: Rule 25-24.480 (1) (a), Florida Administrative
Code, incorporates Rule 25-4.043, Florida Administrative Code, and
states that "The necessary replies to inquiries propounded by the
Commission’s staff concerning service or other complaints received
by the Commission shall be furnished in writing within fifteen (15)
days from the date of the Commission inquiry."

The Commission’s Communications staff was provided with The
Travel Phone Card, a debit card which was being sold in the Miami
area. Since it appeared the company may be providing long distance
service through the use of The Travel Phone Card (Attachment A), on
July 9, 1996, staff mailed the company a certified letter and
explained that there were two types of companies providing debit
card service and asked the company to describe what type of service
it was providing, i.e., distributor/reseller or underlying carrier.
A response was requested by July 25, 1996. The U.S. Post Office
returned staff’s original letter July 21, 1996, marked "Return to
Sender; Attempted -Not Known".

on the same day the Post Office returned the letter, July 21,
Division of Consumer Affairs staff received a consumer complaint
from a customer who claimed that he had purchased The Travel Phone
Card, but was unable to use it at all. The customer provided staff
with a copy of a letter he had written Conectco Communications
complaining about the card. The address the customer had used was
different from the one staff had used for the July 9 letter
inquiring about The Travel Phone Card.

Since the Master Commission Directory did not retlect a
certificated carrier by the name of Conectco Communications, on
August 1, 1996, staff sent the company a certified letter at the
address provided by the customer, and requested a response by
August 16, 1996. Staff was notified by the U.S. Postal Service
that the August 1 letter was delivered, and signed for by the
company, on August 5, 1996.
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When a response was not received by August 21, staff called
the toll-free numbers listed on the debit card used to access the
service for English and Spanish users. Both times, a recording was
reached that advised callers that the 800 number was not in service
and directed them to call the information operator. The
information operator did not have a listing for either The Travel
Phone Card or Conectco Communications. Staff then called the toll-
free number which is listed on the debit card as Customer Service,
Someone named Kathy answered the phone, took a message, and stated
that a company representative would return staff’'s call.

On August 22, 1996, a company representative returned staff’s
call. After staff explained its concerns about the card, the
representative asked for the PIN number on the travel debit card.
At that point, the representative advised staff that there are two
companies involved with travel cards and that the one in the
Commission’s possession was not connected with Conectco. However,
when staff asked why Conectco’s Customer Service toll-free number
appeared on another company's debit card, the company
representative could not answer. Staff then requested that an
officer of Conectco call the Commission.

Richard Erckert from the company returned staff's call later
the same day and left a voice mail message. He explained that he
had received staff’s August 1 letter, did not want to be in
violation of the Florida Administrative Code, and asked that his
call be returned.

On August 23, 1996, staff returned Mr. Erckert’s call, but he
was not available. A message was left for him to return staff’s
call. Mr. Erckert has not called or written the Commission since.

While doing routine filing, staff noted a certificated carrier
by the name of Conetco Corporation d/b/a Communications Network
Corporation. This company was issued Certificate No. 3974 on June
2541995 Although the name is spelled differently, staff has
determined that this is the same company to which staff has
directed its inquiries concerning The Travel Phone Card.

On October 8, 1996, an attorney for WorldCom Network Services,
Inc. d/b/a WilTel Network Services, Inc. (WilTel), Mariecann
Machida, called staff and advised that WilTel is a creditor of
Conetco’s. Ms. Machida stated that WilTel had filed an involuntary
Chapter 11 bankruptcy petition against Conetco. Staff was advised
that on August 6, 1996, the Bankruptcy Court issued a Consent Order
which mandated that Conetco immediately transter its 1+ customer
base, among other things, to WilTel. (Attachment B)
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While the Commission welcomes innovations, such as prepaid
debit card service, in the telecommunications industry, staff
believes the Commission has the responsibility of ensuring that
consumers receive the service that is purchased. Conetco’s only
response to staff inquiries has been that of a voice mail message
to staff. Conetco has made no further effort to respond to
subsequent staff inquiries. In addition, a consumer filed a
complaint with the Commission advising he had purchased one of the
company’s debit cards and was unable to use it. Therefore, staff
believes it is important to go forward with the show cause.

Staff's original inquiries to Conetco were based on staff’s
concern that the company was issuing a debit card for service for
which it was not certificated. Staff has now determined that the
company does hold an IXC certificate. Nevertheless, the company
has failed to respond to staff’s correspondence and phone calls
regarding both The Travel Phone Card and a customer’s inability to
use that card. Therefore, staff recommends show causing Conetco
for not properly responding to Commission staff inquiries in
accordance with Rule 25-4.043, Florida Administrative Code. In
previous dockets involving violations of the response requirement,
fines and/or settlements have ranged from $250 to $4,800.

ISSUR 2: Should this docket be closed?

H No, this docket should remain open pending
resolution of the show cause process.

STAFF ANALYSIS: 1f the Commission approves the staff
recommendation on Issue 1, an order to show cause will be issued.
Conetco Corporation d/b/a Communications Network Corporation must
respond, in writing, to the allegations set forth in the show cause
order within 20 days of the issuance of the order. The company’s
response must contain specific allegations ot facts and law. In
the event the company is fined, the monies 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,
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BY UNITED PARCEL SERVICE

Ms. Blanca Bayo

Direcior Florida Public Service Commission
2540 Shumard Oak Boulevard

Tallahassee, FL 323990864

Re:  Transfer of Assets from Comununications Network Corporation s/k/a Coneten

Dear Ms. Bayo:

WorldCom Network Services, Inc. d/b/s WilTel Network Services ("WilTel”), a wholly-owned
subsidiary of WorldCom, Inc. d/b/a LDDS WorldCom ("WorldCom"), by its anoroeys, hereby
respectfully notifics the Florida Public Service Commission ("Commission") aunc pro func of 3 gansfer
of assets fiom Communications Network Corporation a/k/a Conetco ("Conetco”) 10 WilTel. As
described below, the transfer of assels was precipitaied by an involuntary Chapeer 11 bankyupicy
petition against Conetco tha: was filed by Conetco’s creditors, including WilTel, on July 1, 1996 with
the United States Bankrupicy Court of the Southern District of New York ("Bankrupicy Court”) and
assigned Docket No. 96-B-43504(PBA). The Applicant regrets that Coneico was unable 1o notify the
Commission of this ransfer of assets prior (o consununaling the transfer.

WilTel is a Delaware corporation that is a wholly-owned subsidiary of WorldCom.! WilTel
and WorldCom are both headquaricred at 515 East Amite Sueet, Jackson, Mississippi 3920). WilTel
is a facilitics-based provider of interexchange services in 48 stawes, including Florida. WilTel also is
suthorized 10 provide interstate and international lecommunications services pursuant 1o authority
granted by the FCC

'  WorldCom, a publicly-held Georgia corporation, is currently the nation's fourth largest
imerexchange carrier. WorldCom provides a full array of domestic and international voice and
data communications services 10 businsss and residential customers worldwide pursuant (0
suthority granted by the Federal Communications Commission ("FCC"). WoildCom also is
suthorized 10 provide intrasiai inlerexchange services in 48 states, including Florida. In 1995,
WorldCom had revenues of approximately $3.64 billion.
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On July 1, 1996, Constco’s creditors, iacluding WilTel, filed a petinon for Chapter 11
E&E%EE&!'%E Thereaficr, on August 6
?Einngguniiitg Court mandaied tha: C. E
(1) immediatcly oansfor its "1+ customer base fres and clear of claims and interests to WilTel; (2)
igﬂisﬂ.gllﬂ ------ cusiomers as requesied by WilTel, En:._nc!
0 WilTel, upom sequest, t, all cussomer records, billing records, payment records, EHEB.E“!

The transfer of assets is being made in 8 ssamless fashion that will pot adversely affect the
gﬂﬂﬁgﬁlﬁsgliﬁ.gisg nisounonﬂn_.
cusiomers will receive the same high quality services from WilTel that they received from Conetco, a
the same raies, -EEl!nuuluo terms aad conditions. WilTel will amend its wriff as necessary to
incorporate the services, rates, terms and conditions previously offered by Conetco.  Thus, the transfer
will not detrimentally impact consumers in Florida,

The transfe: of assets from Conetco 80 WilTel is !o-...-! inerest. WilTel’s acquisition of
Coneico’s customer base a Eégsg in the _335_ B-__oil.i_nn
provided 10 Conetco’s former cusiomers in Florida. WilTe! is fully qualific provide high quality
gggganguggsiﬁ an Therefore, _.nou_.-.n
Eﬁ&-ﬂ!ﬁn; the transfer will be largely Bﬂeg__ leaving the quality of service
that they expect u .E.ﬂnu In addition, .r-g!E-__oii:.-._ alize s w._..n__...- It economies
of scale, thereby making it possible for WilTel 1w introduce new products -E_

Respectfully submitied,

WORLDCOM NETWORK SERVICES, INC. D/e/a WILTEL
NETWORK SERVICES

o g D Wik

Brad E. Mutschelknaus
Mariesnn Z. Machida

Andrea D. Pruin

KELLEY, DRYE & WARREN LLP
1200 19th Sweer, N.W.

Suite 500

Washingwn, D.C. 20036

(202) 955-9600

Its Anorneys
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Heanag Date:  August 6,
1996 at 2:30 p.m.

UNITED STATES BANKRUPTCY COURT f
SOUTHRRN DISTRICT OF NEW YORK

n Re; : No. 96-BD-43504(PBA)
COMMUNICATIONS NETWORK :

CORPORATION, A/K/A CONBTCO :  Involumary Chapter 11

CONSENT ORDER COMMENCING CASE UNDER CHAPTER 11;
GRANTING RELIEF FROM STAY AND OTHER RELIEF

AND NOW, this 67 day of w 1996, upon consideration of
Involuntary Yetition filed by petitioning creditors as of July 1, 1996; Communications Network
Corporation a/k/a Conetco ("Constco®) Motion to Dismiss the Involuntary Petitior; Caneteo's
Moution 0 bar the solicitstion of sdditional ereditors by WoeldCom Neiwork Services. Inc
('.Wuilll:un'); WorldCom's Cross Motion for Summary Judgment. and WorldCom's Motion
for Relief From Sty 0 Tenninate Telecommunicstions Service Agreements (the “Motion®) and
ft appoaring that WorldCom and Coneico wish 1o consent 0 certain relief set forth helow and

consideration of all prior papers and procesdings In this case it is:

% w2
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ORDERED based wpon the comsem of Coneico a Chapter 11 case {s
udum%rdﬁquhud :

£ gr}{ wem"ud&wﬁ. 1996;

ORDERED that Constco shell (s) immmediataly transfer its | + customer base free

and clear of clalms and iaeresis 10 WarldOom; () provide natice of such transfer w0 each of

i 1+ customers as reguesiod by WorldOom; (c) deliver to WorldCom, #f requested. all

mm:.ﬂﬁnmﬂ.mmm.m.mhueﬁﬁm.

Pstwork CORLIACLS, Cusiomer contracts or aay other agreements rslated o the furnishing offiung

distance services by Conetco (0 its end wsers, and all computer wpes. disks or other media
comsining, describing or compiling iaformation related 1o any of the foregoing:

=R 8

ORDERED that if required by the Coust upon the request of a parny in inierest.
WorldCom shall provide an sccounting of the | + cusiomer base transferied 1o WorldCom:

ORDERED during the Conetco’s 120 day exclusive penod under Bankruptey
Code Section 1121, Petitioners will not make a mation for

a. conversion to Chapter 7, Liquidation;
s . b. liRing the sutomatic sty imposed by Section 362(s) of the Bankrupwy
% Code;

c. the appointmeni of a Chapter 11 trustee: or

d. similer d‘fmiureliduhiqﬂuimiwofﬂuqmm between
Coneicu and WorldCom for the Debior w0 be given a 120-day breathing
$pell (or the pumose of seeking 10 rehabiliate s business and formulate
a plan;

B 12 40pm
41086 1045/1 3080
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R oo agd LEC billed 1 4+ psymeats will continue 1o be deposited
e D nt ot the Bank of Oklshoma and Conetco shall fully cooperate in the

i

collection of stotums raceivable.

ORDERED Coastco coafirvus thet b0 1+ payments are being received directly
w“ﬂﬂwnMWhmumﬂyloWunCm;

= "ORDERED_ WorldCom shall immedistely reccive 100% of all of lockbox
proceeds and ‘the Bank of Oﬂllnm h directed to immediately begin to pay all of the lockhoa
= ‘proceeds 1 WorkdCom;

St ORDERED WorldCom's pending Motion for Relicf from Automatic Sty 1n
Terminate Telecommunications Service Agreements shall be withdrawn without prejudics i
exchange for the immediate trans(er 1o WorldCom of Conetco's 1 + enstomer base free and clear
of all claims and interests as provil_u_:l hy Section 363(N of the Bankrupicy Code;

ORDERED Comsico will take all necessary steps to pieserve its ] + customer
base and fully cooperate with the transfer of the 1+ customer base frec and clear of claims and

4 interests;

ORDERED the ) + customer base shalf be valued upon the following and applied

&3 a credit to the vuistanding bajances owed 1o WorldCom: (L

X . 02_? ‘
a. By Avgust 9, 1996, Conesco will provide v WorldCom apporable . .
“documentation” a3 1o the rewsil value of Coneren's | + cusromer baseawr—-—

s either-the wmonr-of-Apeili-or<May—1996-3s selecrod-in-Concren'ryolen ~** -
Q;ﬂ,
AN, 13:30pm

IOV IBIA YL 0000 I 3
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Q/ @ﬁ]‘ﬂ J 'Dmmulon'miyiuﬂud:m
Ples Disliag. lac. billings 0 the wrious LECs and DCA
hmn‘umwmwamums-mum,

b. By Augus 16, 1996, te Examiner's firm, Price Waterhouse, LLP o
-ndnrl-dl_ulbﬁmm&unnimthcmuum
l+mmwummmwmumm
Muwuhvﬂ-d.&mmwmmﬂnm
mdhﬂhh“hmw‘hm.

€. umummmmwumuymum
fusther ceurt approval of the transfer of the | + customer base in order 10
mm&mmm:-wwmmmmmg.

ORDERED the Examiner shall continue his review and investigation pursuant 10

the Order Appoinating an Examiner (*Examiner Order”) and nothing in this agreement 35 intended
msupummmmo-wmmmumym (0 consen! 1o the Examiner

Oprder; and

B/, 12.50pm
IR} SINF I 3000 |
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ORDERED the District Courr Action, WorkiCom Network Serviess. lns, v, Wag)
Al-Khatib. st gl (96 Civ. 4452) shell mot bs affected by this interim settlement excepr g5
provided above. Mﬂwmmqurmummmm;
be construed as a waiver of any legsl right or remedy.

Dated: & 47
Stares Bankrupicy Judge

AGREED TO BY:
" Roben P Simons, Esq’
Counsel 10 WorldCom Network Services, Inc.
Wulcn I B 2
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