UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION RECEIVED
Washington, D.C. 20549 '
JUN 06 2017
ADMINISTRATIVE PROCEEDING ;
File No. 3-17941 OFFICE OF THE SECRETARY
In the Matter of - . RESPONDENT’S RESPONSE TO
MAY 17,2017 ORDER TO SHOW

AXESSTEL, INC. . CAUSE

Respondent Axesstel, Inc. (“Axesstel”), by its counsel, respectfully submits this response
to the Order to Show Cause issued on May 17, 201.7 (Release No. 4802).

Axesstel readily concedes that it has not m;de its periodic filings with the Securities and
Exchange Commission (“Commission”) for several years. As explained on several occasions to
the Commission’s Enforcement Staff, the reason fc;r its inability to make its periodic filings is
financial hardship. Since 2013, Axesstel has actively sought debt or equity financing that would
permit it to pay its obligations and continue as a going concern. Through those efforts, Axesstel
has secured sufficient financing to keep a few key employees together in an effort to identify and
develop opportunities to finance and grow its business. It has not had the financial resources to
engage an independent audit firm that would audit its annual financial statements or review
interim financial statements aqd bring its periodic filings current.

Also as explained to the Staff, Axesstel is currently in active negotiations with a prospec-
tive Chinese buyer. That buyer has business relationships with several of Axesstel’s largest sup-
pliers (and creditors) in China. The buyer believes it can work with those suppliers to rebuild
Axesstel’s business. Axesstel and the buyer are finalizing negotiations on a transaction where

the buyer would seek to acquire all of Axesstel’s outstanding common stock through an all-cash
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tendgr offer followed by a short-form merger. The proposed purchase price is at a substantial
premium to Axesstel’s recent trading price. The transaction will be a going private transaction;
at the conclusion of the tender offer, Axesstel would filc a Form 15 and formally deregister |
Axesstel under the Securities Exchange Act of 1934 in an orderly process. The negotiations
regarding this transaction are in an advanced stage, and wé understand that the funds needed to
accomplish this transaction have been staged and will shortly be placed in escrow in the United
States. Based upon the- status of the negotiations, a'md our discussions with the buyer’s counsel,
we anticipate that the tender offer will commence in June 2017.

If the Commission were to revoke the registration of Axesstel’s securities before the
planned tender offer, accomplishing this transaction — which would benefit Axesstel’s stock-
holders and would result ultimately in the deregistration of Axesstel’s securities anyway —
would become more costly and time-consuming (if not impossible), since brokers and dealers
would be prohibited from fdrwarding the tender offer materials to their clients by means of inter-
state commerce. Az;cesstel respectfully requests that the Commission delay taking further action
regarding this matter (including delaying revbcation of the registration of Axeéste]’s securities)
and otherwise maintain the stafus quo until the prehearing conference currently scheduled for
August 18,2017, at 10:00 am EDT.

Respectfully submitted this 31st day of May, 2017.
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