
0 

MEMORANDUM 
Cheryl T. Farson, General Counsel 

Corporation Commission-Securities Division 
Direct line: 602-542-0193 
Facsimile: 602-594-7476 

E-mail: cfarson@azcc.gov 

TO: 

FROM: 

DATE: 

RE: 

Docket Control 

Cheryl T. Farson 

May 3,2007 

Docket # RS-00000A-06-02 10 

Please file the attached letter from the attorney general, with attachments, in connection with 
#RS-00000A-06-02 10. No distribution is necessary. 

Thank you. 
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OFFICE O F  T H E  ATTORNEY G E N E R A L  
S T A T E  OF A R I Z O N A  

TERRY GODDARD 
ATTORNEY G E N E R A L  

May 1 ,  2007 

Matthew Neubert 
Director of Securities 
Arizona Corporation Commission, Securities Division 
1300 W. Washington, Third Floor 
Phoenix, Arizona 85007 

Re: A.G. Rule No. 06-009; A.A.C. R14-4-135 

Dear Mr. Neubert: 

We have reviewed the above-referenced rule adopted by the Arizona Corporation 
Commission. We have determined that the rule is in proper form, is clear, concise and 
understandable, within the power of the agency to adopt, is within legislative standards, 
and was adopted in compliance with appropriate procedures. 

Accordingly, pursuant to A.R.S. 0 41-1044, I have affixed my signature to the 
original Approval of Final Rules and have forwarded it together with the original rule, 
notice of final rulemaking, and economic, small business, and consumer impact statement 
and four copies of each to the Secretary of State. 

We have enclosed a copy for your reference. 

S inc ere1 y, 
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1. Agency Name: Arizona Corporation Commission, Securities Division 

2. Title and its Heading: Title 14, Public Service Corporations; Corporations 

and Associations; Securities Regulation 

Chapter and its Heading: 

Article and its Heading: 

Securities Act 

Section Action 

R14-4-135 Amend 

Chapter 4, Corporation Commission - Securities 

Article 1. In General Relating to the Arizona 
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1. 

2. 

3. 

4. 

5 .  

6.  
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Agency Name: 

Chapter Heading: 

Code Citation for the Chapter 

Arizona Corporation Commission, Securities Div&Qn ;' 8 

Chapter 4. Corporation Commission - Securities 
. ...... .* d 

14 A.A.C. 4 

The Articles and the Sections involved in the rulemaking, listed in 
alphabetical and numerical order: 

Sections Action 

Article 1, Section R14-4-135 Amend 

The rules contained in this package are approved as final rules pursuant to - 

A.R.S. 6 41-1044. 
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2. 

3. 

4. 

5. 

6 .  

7. 

AGENCY CERTIFICATE 

NOTICE OF FINAL RULEMAKING 

Agency name: 

Chapter heading: 

Code citation for the Chapter: 

The Subchapters, if applicable; the Articles: the Parts, if applicable; and the Sections 

involved in the rulemaking, listed in numerical order: 

Subchapters, Articles. Parts, and Sections Action 

Article 1, Section R14-4-135 Amend 

Arizona Corporation Commission, Securities Division 

Chapter 4. Corporation Commission - Securities 

14 A.A.C. 4 

The rule contained in this package is a true and correct version of the rule made by the 

agency. 

Execut4ybe D i r e c e  
Arizona Corporation Commission 

Exempt from Governor’s Regulatory Review Council: A.R.S. 0 41 -1 057 



NOTICE OF FINAL RULEMAKING k 

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS ~~~~~C~~~~~ L" 

1. 

2. 

3. 

4. 

5 .  

wzrl "9 
9 I - -  

SECURITIES REGULATION 

CHAPTER 4. CORPORATION COMMISSION-SECURITIES 

PREAMBLE 

Sections Affected Rulemaking Action 

A.A.C. R14-4-135 Amend 

The specific authority for the rulemaking, including both the authorizing statutes (general) 

and the implementing statute (specific): 

Authorizing statutes: A.R.S. $0 44-1821 and 44-1845 

Implementing statute: A.R.S. 0 44-1843 

Constitutional authority: 

The effective date of the rule: 

The rule is effective 60 days after the date filed with the office of the secretary of state. 

A list of all previous notices appearing in the Register addressing the final rule: 

Arizona Constitution, Article XV, $0 6 and 13 

Notice of Rulemaking Docket Opening 12 A.A.R. 1425, April 28,2006 

Notice of Proposed Rulemaking 12 A.A.R. 2288, June 30,2006 

The name and address of agency personnel with whom persons may communicate regarding 

the rulemakina: 

Name: Abby Henig 

Address: Arizona Corporation Commission, Securities Division 
1300 W. Washington, Third Floor 
Phoenix, AZ 85007-2996 
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Telephone: (602) 542-01 87 
Fax Number: (602) 594-7402 

E-mail: ahenig@azcc.gov 

An explanation of the rule, including the agency’s reasons for initiating the rulemakinp: 6. 

A.A.C. R14-4-135 (“rule 135”) provides an exemption from registration with the 

Arizona Corporation Commission (“Commission”) for securities that qualify for federal 

registration with the United States Securities and Exchange Commission (“SEC”) under the 

Multijurisdictional Disclosure System. 

On July 1, 1991, the Multijurisdictional Disclosure System (“MJDS”) became effective 

upon its implementation by the SEC and regulatory authorities in Canada. (SEC Release No. 

33-6902; SEC Release No. 34-29354). The MJDS provides a mechanism for reciprocity in 

cross-border offerings of securities between the U.S. and Canada. The basis for this 

reciprocity is the principle of mutual acceptance of the home jurisdiction’s disclosure 

requirements and securities registration review procedures. Under MJDS, a Canadian issuer 

that qualifies as a “substantial issuer” is able to use a registration statement prepared in 

accordance with Canadian requirements to offer its securities in the U.S. Such an offering 

may be part of a simultaneous offering in the U.S. and Canada, or it may be made only in 

the U.S. Except in special circumstances, the SEC will not conduct a review of the 

registration application in addition to the Canadian review for Canadian MJDS securities 

offerings. For offerings made simultaneously in both jurisdictions, the registration of the 

offering of securities will automatically become effective with the SEC when it is cleared by 

2 
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7. 

8. 

the Canadian securities regulator. Offerings made only in the U S .  will automatically obtain 

SEC effectiveness within a specified number of days after filing. 

In order to accommodate MJDS offerings, the Commission adopted rule 135 in 1991, 

providing an exemption for MJDS offerings effective with the SEC, as long as a filing had 

been made with the Commission seven days before an offering in Arizona was made. 

Since adoption of rule 135, the review period in Canada has been reduced. The 

Commission amended rule 135 so that offerings filed pursuant to the MJDS system become 

effective in Arizona upon the effective date with the SEC, provided that before the offer is 

made a prospectus or offering circular is filed with the Commission and the requisite fee is 

paid. 

The impetus behind the original rulemaking was the encouragement of legitimate 

capital raising activities across national borders. Removal of the seven-day period 

underscores this original intent; predicating the exemption on the securities registration 

being effective with the SEC and offering materials being filed with the Commission 

ensures investor protection. 

A reference to any study relevant to the rule that the agency reviewed and either relied on or 

L 

did not rely on in its evaluation of or justification for the rule, where the public may obtain or 

review each study, all data underlying each study, and any analysis of each study and other 

supporting material: 

None. 

A showing of good cause why the rule is necessary to promote a statewide interest if the rule 

will diminish a previous aant  of authority of a political subdivision of this state: 

3 
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Not app I I c able. 

9. A summary of the economic, small business, and consumer impact: 

Pursuant to A.R.S. 3 41-1055@)(3), the Commission is exempt from providing an 

economic, sinal 1 business, and consumer impact statement. 

10. A description of the changes between the proposed rule, including supplemental notices, 

and the final rule: 

None. 

1 1. A summary of the comments made regarding the rule and the agency response to them: 

The Commission did not receive written comments to the rule. 

12. Any other matters prescribed by statute that are applicable to the specific agency or to any 

specific rule or class of rules: 

None. 

13. Any material incorporated by reference and its location in the text: 

None. 

14. Whether the rule was previously made as an emergency rule and, if so, whether the text was 

changed between the making as an emergency and the making of the final rule: 

Not applicable. 

15. The full text of the rule follows: 
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND 

ASSOCIATIONS; SECURITIES REGULATION 

CHAPTER 4. CORPORATION COMMISSION 

SECURITIES 

ARTICLE 1. IN GENERAL RELATING TO THE ARIZONA SECURITIES ACT 

Section 

R14-4-135. Exempt Securities - Multijurisdictional Disclosure System 

5 



R14-4-135. Exempt Securities - Multijurisdictional Disclosure System 

An offering of securities within this state which has been declared effective with the U.S. 

Securities and Exchange Commission (the “SEC”) on Form F-7, F-8, F-9, or F-10 shall be 

added to the class of securities exempt under A.R.S. 844-1843, provided that before an offer 

is made in Arizona: 

1. A prospectus or an offering circular, the standards of form or content which are 

prescribed by any provision of the Securities Act of 1933, or rules and regulations 

promulgated thereunder, and Form F-7, F-8, F-9, or F-10, whichever is applicable, 

shall be filed with the Commission 

A nonrefundable exemption fee as provided in A.R.S. 0 44-1861(G) shall be paid to the 

Commission. 

. .  
; and 

2. 
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Economic, Small Business, and Consumer Impact Statement 

Gripona Corporation Commission, Securitiee Division 
Chapter 4. Corporatian Co~sion- -$~cuRt ies  Division 

Article 1. In General Relating to the Arizona Smuritia Act 
R14-4-135. Exempt Securities - Multitnrisdictianal DMosure System 

A. ECOPO~C,  s d  business, and consumer impact ammimy. 

1. Proposed rulemaking. 

The Arizona Corporation Coinmission (the ‘Tbmmhion’?) pmposes the -t 

of A.A.C. SRctians R14-4-235 (‘We 135’9. 

2. Summary of information included in this ecomumic, small business, 

and consumer impact statement. 

The economic, small business, and consumer impact statmeht for rule 135 

analyzes the costs, sa*@, and benefits that accrue to the Commission, the reguldd 

public, and the g e d  public. The amendment to rule 13 5 should have no economic 

impact on the Commission. The cosfs experienced by the regdated public shodd 

decrease because issuers and underwriters will nu longer have to record and comply with 

Arizona filing time requirements that M e r  h m  or exceed those ofother jurisdictions. 

The Commission does not anticipate that the rule will impose costs uponthe general 

public. 

Tbe benefits provided by the amendment to tule 135 are nonqmtifiable. The 

regulated public should hef i t  fkm f h g  time: frames that compliment those af other 

jurisdicticms, wbicfi should alleviate monitoring and record keeping burdens through 

which the regulated publie ficiiitates filing-the-frame compliance. The Commission 

anticipates that the general public may benefit €ran increased investment opprtmities. 
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The Commission anticipates that bae rulemaking wil l  decrease monitoring, record 

keeping, or reporting burdens on busieesses or persons. The costs of implementation are 

negligible and do not qual or exceed the reduction in burdens. 

3. Name and address of agency employees who may be contacted to 

submit or request additional data on the information included in this statement. 

Cheryl Farson 
General Counsel 
securita Division 
Arizona Corporation Commission 
1300 W. Washington, Third Floor 
Phoenix, AZ 85007 

B. 

The Commission has not cunducted any study and is nk aware of any study that 

measures the cost ofimplexnmtation M 0ompIhcg with the proposed amendment. The 

time aad d o h  expendim necessary to obtitin such data are prohibitive. Adequa’te d a ~  

therefore, is not reasonably avdable to pmvkie qm&dve ~sponses to the kms listed 

Economic, -small bllsinas, and consumer impact sfatement. 

I 

under A.RS. 4 41-1055@3). 

1. Proposed rulemaking. 

On Jdy 1, 1%1, the Multijurisdictiaaal Disclosuse System (“MJDS”) became 

effective upon its implementation by the United States Securities and Exchange 
I 

Commission C‘SEC”) and regdatory authorities in Canada. See SEC Release No. 33- 

6902; SEC Release No, 34-29354. The MDS provides a mecbstnism fm reciprocity in 

connection with the registration under securities laws of mss-border offerings between 

the United States and Canada. The basis for this reciprocity is the princip2t: of mutual 

accxzpmce of the home jurkxliction’s disclosure requhnm& and review procedures. 

I 

Under MJDS, a qualified Canadian issuer is able to use registration statements prepared 
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in accordance with Canadianrequirements to offa its securities in the United States. 

Such an offering may be part of a simultaneous offering in the United States and Canada. 

Except in special c h s t a n c e s ,  a hdtaneous offkring becomes eflkctive in the United 

States upon fling with the SEC. For an offkrhg made only in the United States by a 

qualified Canadian issuer, the regiStration statement becomes effkctive with the SEC in 

seven days or earlier upon SEC order after notifidon to the SEC that the offering is 

cleared by the Canadian securities regdator. 

In order to aam.nmodate MJDS ofkings in fheir jurisdictions, sbte semities 

agencies made nxles to hi l i tate the system; i.e. hanizing.  state review periods with 

the Canadian review period, wbi& atthe time of adoption in 1991, was seven days. The 

Ctommission m& A.A.C. Rl4-4-135 (“‘rule 135”) in 1991, providing an exemption fi-om 

registration under the Arizona Securities Act for MJDS offerings e f f i v e  with the SEC, 

as lang as a filing had been made with the Commission seven dap before an offering WSIS 

made. 

Since adoption, the review period in (2amd-a has been reduced. The Commission 

proposes to amend d e  135 so that an issuer making a securities offering pursuant to the 

lwDS system may rely on the exemption prowidea in rule 135 upon the efikctive date 

with the SIX, pravidd that the issuer makes the requisite tiling with the Commission 

before the offer is d e  in Arizona. 

The impetus behind the original tegishtion was the encouragement of legitimate 

capital raising activities across natiod borders. Removal o f  the sevenday period 

facilitates this original intent. Investors are protected by the standards imposed on the 

Canadian issuers by the SEC and the regulatory ovetsight of C d a  authorities. 

3 



2, Persons who wP be directly d k t e d  by, bear the costs of, or directly 

benefit from the proposed lulemaldng. 

Those aflkctd by .the propused amendment 50 mle 13 5 include the Commission, 

Chadian h e r s  entitled to use the MJDS system, and Arizona investors. 

Cost bearers. 

The costs of compliance with rule 135 WiIl be borne d i r d y  by the regdated 

persons, The cost of mfmement and implementation of rule 135 will be borne by the 

Commission. 

Beneficiaries. 

The regulated public will benefit fhm a filing time Erame that facilitates the use 

of the UlDS =@stration system. The Commission anticipates thatthe generaI public 

may benefit fiom increased investment ~ppa&tie~ With respect tiD offerings made by 

q d i f x d  Canadian issuers. 

3. Coseenefit analysis, 

a. Costhnefit maXysis of the probable costs and benefits to the 

implementing agency and other agencies directly aff&ed by the implementation 

and enforcement of the proposed rdemahing. 

The benefits ofthe rulemaking outweigh the probable costs to the Commission. 

The Commission will have no implementation costs because the procedures, forms, etc., 

implemented in C O M ~ O ~  with the rule will not vary from tbase currrpntly used. 

b, Codbenefit analysis of the probable costa and benefits to a pditical 

subdivision of this state directly affected by the implementation and enforcement of 

the proposed rulemaking. 



No poIitical subdivision of the state will incur costs by the irnplmentation and 

enforcement of the proposed rulemaking. 

e. Costhemefit analysis of the probable colpts and benefits to businesses 

directly affected by the proposed rulemaking, including any anticipated effect on the 

revenues or payroll expenditures of  employers who are subject to the proposed 

raIemakhg. 

The benefits of the rulemakina: outweigh the probable costs to replated persons. 

The amendment to d e  135 imposes no additional costs on te@ted persons. In fact, the 

Commjssion anticipates that Canadian h u m  may be ~ Q K  willing to offer securities in 

Arizona as fbe issuer will not incur the expenst: ofxnonitoring. and record keeping 

necessary to itssure compliame with a f ihg  time & m e  W is more extensive than that 

of other jufisdictons. The CamrnisSian does not ant;~ipate that the rulemaking withhave 

any makrid impact on revenues or payroll expenditures of employers d o  may utilize 

the benefit of the exemption fhm regisCration of MJDS securities offerings. 

4. General description of &e prabable impact on private and public 

employment in businesses, agencie.s, and plificd sabdivkians of thia state directly 

af&&d by the proposed mkmalring. 

Rule 135 offers an eXemptioll from re t ra t ion under the Arizona Securities Act 

tu qudifid Canadian issuers. The Commission does not anticipate my @act on private 

and public employment in Arizona businesses, agencies, and political subdivisions. 

The Commission does not anticipate a material increase in the expenditure of 



5. 

~Plall business-. 

Statement af the probable impact of the propased palemaking on 

a. An identification of the small bminesses subject to the proposed 

rulemaking. 

Small businesses are not subject to the proposed rulemkmg. 

b. The adminiitrathe and other costs reqnired for compliance with tbe 

proposed rulemaking. 

Small businesses am not sui>ject to the proposed rulemaking. 

c. A description of the methods that the agency may use to reduce the 

impact on small busjnesses. 

Small businesses are not subject to the proposed rulemaking. 

d. The pmbabk cost and benefit to private persons and Eonsumem who 

are directly atfeoted by fhe proposed rulemaking. 

Small businesses are not subject to the proposed rulemaking. 

6. Sfatement of the probable effect on state rewxues. 

Filing fees paid to Arizona may increase to the extent the number of %lings made 

pursuant to d e  135 increase. The Commission cannot anticipate the extent of such 

increase. 

7, Description of any Iesa intrusive or less cos@ aiternaiive metbods of 

achieving the purpose of the proposed rulemaking. 

The goal of the amendment to rule 135 is to effectuate the least intrusive and 

costly method of regulation required to achieve the stahrtorily manhed kvel Of public 

protection in connection with qualified Canadian MJDS issuers. 


