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FROM: Mark Sendrow &Z 
Director of Securities 

_ -  DATE: April 10,2002 

RE: Proposed Amendment t 
~- 

Docket No. RS-00000A-02-0005 

Brian C. McNeil, Executive Secretary cc: 

The Securities Division (the “Division”) is seeking permission from the Commissioners 
to publish a Notice of Proposed Rulemaking concerning an amendment to A.A.C. R14-4-132 
(“rule 132”). Attached for your review is a copy of rule 132 with the proposed revisions 
highlighted and a copy of the proposed order. 

Rule 132 requires that registered dealers make, maintain, and preserve books and records 
in compliance with certain specified Securities and Exchange Commission rules as those rules 
existed in 1991. Pursuant t0.A.R.S. 3 44-1028, the specified 1991 SEC books and records rules 
are incorporated by reference and do “not include any later amendments or editions of the 
incorporated matter.” 

Section 15(h)( 1) of the federal Securities Exchange Act of 1934 (1 5 U.S.C. 0 780(h)( l)), 
adopted in 1996, provides that 

No law, rule, regulation, or order, or other administrative action of any State or 
political subdivision thereof shall establish . . . making and keeping records . . . 
requirements for . . . dealers . . . that differ f’rom, or are in addition to, the 
requirements in those areas established under this title. 

The SEC has amended two of the rules incorporated in rule 132; the amendments will be 
effective May 2,2003. The Division proposes amending rule 132 to reflect the federal law 
mandate that state books and records requirements do not differ from the SEC books and records 
rules and to reflect the SEC’s amendments effective May 2,2003. 
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Typically, the Division recommends that the Commission hold a hearing to receive 
public comment on all rulemaking packages. Because of the federal law mandate that the state 
books and records requirements may not differ from the federal requirements, the Division 
recommends that the Commission does not expend the resources to hold a public hearing for 
comments unless the Commission receives a written request for an ora1 proceeding pursuant to 
A.R.S. 5 41-1023(C). 

The Division has solicited the informal advice and comments of the office of the attorney 
general, the securities section of the Arizona State Bar, and the Division’s staff regarding the 
amendment to the rule. The Division has received two letters from members of the local bar, 
copies of which are attached. One attorney supports the proposed amendment; one has no 
comment. 

The Division recommends that the Commission send to the secretary of state’s office a 
Notice of Proposed Rulemaking regarding the proposed amendment to rule 132. 

Originator: CheryI T. Farson 
Asst. AG Assigned: Moira McCarthy 
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R14-4- 132. Books and Records of Dealers 

A. Unless otherwise provided by order of the Commission, each registered dealer shall 

make, maintain, and preserve books and records in compliance with U.S. Securities 

and Exchange Commission rules 17a-3 (1 7 CFR 240.17a-3 (@942002))T &17-a4 

(17 CFR 240.17a-4 (4942002)) as amended in Release No. 34-4992,66 Fed. Reg. 

55817 (2001);744&6& (17 CFR244.!5~2M+@%- 240.15~ (2002))T; and 1 5 ~ 2 -  

11 (17 CFR 240.15~2-11 (@942002), -. 34 29894,55 

1 0 1  44+%4j) all of which are incorporated ket-eiff-by reference. Copies of the 

materials are available from the Superintendent of Documents, Government Printing 

Office, Washington, D.C. 20402, from the Commission, and are on file with the 

office of the secretary of state, 

To the extent that the U.S. Securities and Exchange Commission promulgates 

changes to the above-referenced rules, dealers in compliance with such rules as 

B. 

mended shall not be subject to enforcement action by the Commission for violation 

of this rule to the extent that the violation results solely from the dealer’s compliance 

with the amended rule. 



241 5 East Camelback Road, Suite 700 
Phoenix, Arizona 8501 6 

Telephone: 480.998.1 848 
Facsimiiie: 602.957.0859 

Email: afslaw @ ix.netcom.com 
February 15,2002 

Cheryl T. Farson 
General Counsel 
Arizona Corporation Commission 
1300 West Washington, Third Floor 
Phoenix, AZ 85007 

Re: Your letter of 01/30/02 re: A.A.C. R14-4-132 

Dear Cheryl, 

This is to advise you that I fully support the proposed amendments to the above 
rule, as I believe that state securities law should mirror the federal law as much as 
possible. 

Very truly yours, 

A.F. SCHAFFER, P.C. 
h 

AFs/so 

http://ix.netcom.com


GALLAGHER & KENNEDY 
I P.A. 

AlTORNEYS AT LAW 

PAUL R. MADDEN 
E-MAIL: PRM@GKNET.COM 

March 1,2002 

VIA FACSIMILE AND MAILING (602) 594-7470 

Cheryl T. Farson, Esq. 
General Counsel 
Arizona Corporation Commission 
1200 W. Washington 
Phoenix, AZ 85007 

Re: A.A.C. R14-4-132 

Dear Ms. Farson: 

101 EASTGURLEY, SUITE 214 
PRESCO'TT, ARIZONA 86301 

PHONE: (928) 445-5800 
FAX: (928) 445-5804 
WWW.GKNET.COM 

Pursuant to your letter dated January 30, 2002 con :rnin,o proposed amendments to the 
above referred to regulation, please be advised that I have no comments with respect to the 
proposed amendments. 

Sincerely yours, 

GALLAGHER & KENNEDY, P.A. 
I. TI 

PRM/mah 

http://WWW.GKNET.COM
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BEFORE THE ARIZONA CORPORATION COMMISSION 

NILLIAM A. MUNDELL 
:hairman 
IM IRVIN 
:ommissioner 
dARC SPITZER 
:ommissioner 

n the matter of ) DOCKET NO. RS-00000A-02-0005 
’I 

’ROPOSED RULEMAKING TO AMEND 5 DECISION NO. 
9.A.C. R14-4-132 ) 

) ORDER 
) 

)pen Meeting 
9pril25,2002 
’hoenix, AZ 

3Y THE COMMISSION: 

INTRODUCTION 

The Securities Division (the “Division”) of the Arizona Corporation Commission (the 

‘Cornmission”) has forwarded to the Commission a proposal recommending that the Commission 

mend A.A.C. R14-4-132 (“rule 132”) of the Arizona Administrative Code governing the 

administration of the secu.&ies statutes. 

FINDINGS 

1. Rule 132 requires that registered dealers make, maintain, and preserve books and 

records in compliance with certain specified United States Securities and Exchange Commission 

(“SEC”) rules as those rules existed in 199 1 , including 17 CFR 240.17a-3 and 17 CFR 240.17a-4. 

2. Section 15(h)(l) of the federal Securities Exchange Act of 1934 (15 U.S.C. 

0 78o(h)(l)), adopted in 1996, provides that 
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No law, rule, regulation, or order, or other administrative action of any State or 
political subdivision thereof shall establish . . . making and keeping records , . . 
requirements for . . . dealers . . . that differ from, or are in addition to, the 
requirements in those areas established under this title. 

3. The SEC has amended 17 CFR 240.17a-3 and 17 CFR 240.17a-4; the amendments 

will be effective May 2,2003. 

4. The Division has proposed that the Commission amend rule 132 to reflect the 

federal law mandate that state books and records requirements do not differ from those 

promulgated under the federal Securities Exchange Act of 1934 and to reflect the SEC 

amendments. 

5. The Division has recommended that a notice of the proposed rulemaking regarding 

rule 132 be forwarded to the secretary of state for publication. 

6 .  The Commission finds that the Division’s proposal has merit and that the proposed 

amendment to rule 132 should be published. 

CONCLUSION OF LAW 

The Commission has the authority for the proposed rulemaking under the Arizona 

Constitution Article XV 4 4, and under A.R.S. 6 44-1821. 

ORDER 

THEREFORE IT IS ORDERED that the Division prepare a notice of tile propose( 

rulemaking and forward it to the office of the secretary of state for publication in the Arizona 

Administrative Register. 

... 

... 
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I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

1s 

19 

20 

21 

22 

23 

24 

25 

26 

Doc t: et No. RS-00000A-02-00005 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION 

COMMISSIONER C OMMIS SIONER CHAIRMAN 

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, 
Executive Secretary of the Arizona Corporation 
Commission, have hereunto set my hand and caused 
the official seal of the Commission to be affixed at 
the Capitol, in the City of Phoenix, this day of 

, 2002. 

BRIAN C. McNEIL 
Executive Secretary 

DISSENT 
IctO 

This document is available in alternative formats by contacting Shelly M. Hood, ADA Coordinator, 
voice phone number 602-542-393 1, E-mail shood@cc.state.az.us 
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