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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the MaUer of \YAXS INC., and CHERRY 
CO}'1MUNICATIONS INCORPORATED 
AppJication for Authority to Transfer Control of 
an Authorized ReseJler of Telephone Scrvices 
Within the State of California. 

OPINION 

Summary 

Application 98-09-034 
(Filed Septeinber 29, 1998) 

By joint application WAXS, inc., (\VAXS) and Cherry Comnlunications 

. Incorporated (Cherry), an interLATA tclecornmunicationsservke reseller, 

requested authorization for \VAXS to acquire ownership and control of Cherry. 

This would result in Cherry beComing a wholly·owned subsidiary of \Y AXS. 

lhis decision grants the request. 

Categorization and Need for Hearings 

In Resolution ALJ 176-·3001, dated OCtober 8, 1998, the Commission 

preliminarily categorized this applic<ltion as ratesctting, and preliminarily 

determined that hearings were not necessary. No protests have bccn received. 

111ercforc, a pubJic hearing is not n('(cssary, and it is not necessary to altcr the 

prclimiJMry determinations made in Resolution AL] 176·3001 

The Parties 

\VAXS is a Delaware corporation whkh docs l1_ot currcntly provide 

cOnlJ't\unkations services within California. Its address is 945 ~ast Paces Pcrry 

Road, Suite 2240, Atlant", GeOrgia 30326. \VAXS is a manufacturcr and marketer 

of telecommunications switching, transport and access products. 
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Cherry is an Illinois corporation which is authorized to reselllnterLATA 

communications in California (U-5306-C). Its address is 1919 South 

Highland Avenuc, Suite 129-D, Lombard, Hiinois 60148. 

The Transaction 

On October 24, 1997, Cherry filed a Chapter 11 voluntary petition lor relief 

in bankruptcy. The case is pending befor~ the8ankruptcy C6urt{otthe 

Northern District of Illinois under Casc No. 97832873. A plan fo~ reorganization' 

was filed on June 15, 1998: 'fheplan .caJl~'{6r the merger of Cherry with WAXS. 

WAXS is currently a wholly-owned subsidiary of World ACCeSs, Inc. 

Under a planned reorganization, \VAXS wiJI becotl\e the parent ctYmpany and 

\Vorld Access, Inc. will be the subsidiary. 

Applicants represent that the merger andrc()rg~J)izittion are mutually 

dependent. Neither one \\till happen without the other .. 

The overall result of the mccger and the reorganizatiOll is that 100% of 

Cherry's stock will be acquired by \V AXS.· Cherry \vi"n beconte a wholly-owned' 

subsidiary of WAXS. Cherry will (on-tinue to operate under its (urtent 

managenlent, namc, (\J\d tariUs. WAXS does not scekto acquire Cherry's 

certificate of public convenience and n~essity (tPCN). 

FfnancJallnformation 

As part of its applk(\tion, applicant included a copy of its United States 

Security and Exchange Commission Forn\ 10-K tiling for the year ended 

lA"'Cembcr 31, 1997. nlis docun\cnt demonstrates that the current parent· 

company, World AccesS, Inc., has the nccessary resources to continue Cherry's 

operations. Assuming that the planned reorganization goes through, the assets 

of \Vorld Access, Inc. become the assets of WAXS. Therefore, WAXS will haVe 

the necessary resources to continue Cherry'S operations. 'rVe, therefore, conclude 
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that Cherry's financial position will not be downgraded by the proposed merger 

assuming the reorganization goes through. 

TechnIcal Expertise 

WAXS is experienced in providing conmulOicalions equipment-related 

n\anufacturing and n\arketing. Cherry has experienc-e as a telecommunications 

reseller. \Ve conclude that Cherry, alter the metger, w,ill retain suWcient 

expertise to operate as a te1cconlmunicatiOJ1S reseHer under its current CPCN. 

Cherry's SlammIng History -
By Decision 96-09-041, we adopted a settlen\cnt, bel\'icen Cherry and our 

Safety and Enfo«~ement Division, of our Investigation 95-10"o(){)7 regarding 

allegations of slamming! Alnong the resldctionsplaced on Cherry was a 

24-month suspension of Cherty's CPCN dfective Septcl\\ber 4,1996. 

The sllspension period is over. No one has protested this application 01' 

alleged that Cherry has not 'colllpHed with O.96-09-Q·il. 

Public Interest 

The COllu)\ission has determined that the public hUel'est requites 

competition in the provision of interLATA telecommunications services. 

AppJicants represent that the proposed ttansfer of control will strengthen Cherry 

by the combination of the managerial expertise and financial resources of both 

companies. TIley further represent that this wm promote competition. 

\Ve believe that the proposed acquisition will str<>ngthen competition and 

that it is, therefore, in the public interest. 

I Unauthorized switching of a (ustontcc from one long distance ciurier to another. 
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Conditions of Approval 

Our evaluation of this application is based on applicant's assertion that the 

proposed merger and reorganization will both take place. Therefore, our 

approval of the acquisition is contitlgent on the proposed reorganization. 

Findings of Fact 

1. Cherry is an Illinois corporation authorized to provide interLATA service 

in California. 

2. \VAXS is a Delaware corporation. It does not provide telecommunications 

services. 

3. On September 29, 1998, Cherry and WAXS filed a joint application (or 

approval of \VAXS's acquisition of Cherry. 

4. Notice of the filing of this application llppeared on the Commissionis Daily 

Calendar on October 2, 1998. 

5. Financial infornlation filed by the parties indictltes that Cherry's financial 

position is unlikely to be downgraded by the proposed acquisition. 

6. Cherry will continue to operate under its curtent name, authorities, and 

tariffs. 

7. The proposed acquisition will improve Cherry's access to capital, thus 

enhancing its competitive potential. 

8. Pursuant to a proposed reorganization, \VAXS will become the parent 

company of \Vorld Access, Inc. 

9. No protests to this application have been received. 

10. No hearing is necessary. 
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Conclusions of Law 

1. Approval of the joint application would be in the public interest. 

2. The application should be approved contingent upon the proposed 

reorganization of WAXS and its parent company, \\'orld Access, Inc., such that 

W AXS, becomes the patent company. 

ORDER 

IT IS ORDERED that: 

1. The joint application of the parties is approved contingent upon the 

proposcd reorganizatioll, whereby \VAXS, Inc. (WAXS) b~onles the parent 

compan}' of World Access, h\c. 

2. WAXS is authorized to acquire control of Cherry Cot'noumications 

Incorporated (Cherry), (U-S306-C). 

3. The certificate of public convenience al\d necessity (CPCN) held by Cherry 

is not acquired by W AXS. 

4. \Vithin 10 days of the purchase of Cherry, \VAXS shall notify the 

Commission of the date control is acquired, and shall provide the Commission 

with the name and busincss address of WAXS's deSignated agent for servke of 

process. 

5. Subsequent to acquiring control of Cherry, WAXS shall in all respects 

comply with the terms qf Cherry's CPCN. 
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6. The appJication is dosed. 

This order is effective today. 

Ocltcd Decen\ber 3, 1998, at San Francisco, California. 
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RICHARD A. BILAS 
. President 

P. GREGORY CONLON ' 
JESSIE J. KNIGHT, JR. 
HENRY M. DUQUE 

. JOSIAH L. NEEPER 
Commissioners 


