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De a n Mille r, Inte rim Exe cutive  Dire ctor

The Securities Division is seeking permission from the Commission to publish a Notice of
Proposed Rulemaldng concerning an amendment to A.A.C. R14~4-116 ("rule 1l6"). Following
publication of the Notice, the public will have an opportunity to comment on the proposed
rulemaddng, after which the Hearing Diw'sion will make its recommendation to the Commission
regarding adoption of the amendment.

Rule 116 incorporates by reference certain North American Securities Administrators Association
("NASAA") Statements of Policy used by the Commission's Securities Division as its standards
of review for specified securities registration applications. Pursuant to A.R.S. §41-1028 and
A.A.C. RI-1-414, rule 116 does not include any later amendments or editions of the incorporated
matter. Effective May 7, 2007,NASAA amended certain policy statements to revise suitability
standards to reflect inflation. The amended policy statements are those relating to Asset-Backed
Securities, Commodity Pool Programs, Equipment Programs, Mortgage Programs, Oil and Gas
Programs, Real Estate Investment Trusts, and Real Estate Programs and its Omnibus Guidelines.

The Commission proposes to amend rule 116 to incorporate the NASA.A amendments.
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Proposed Rule  A.A.C. R14-4-116
September 6, 2007
Page 2

Suitability s tandards a re  financia l s tandards designed to ensure  tha t issuers  do not se ll complex
and risky securitie s  to inves tors  for whom such inves tments  a re  not suitable . Suitability
standards a re  intended to preclude  issuers  from se lling die  securities  to persons who do not have
specified ne t worth and gross  incomes  sufficient to withs tand a  loss  of inves tments . The
NASAA amendments  adjus ted the  suitability s tandards  to re flect infla tion s ince  the  s tandards
were  crea ted or la s t increased. The  NASAA s ta tements  of policy and guide lines  may be  viewed
in the ir e ntire ty a t http:// .nasaa.or ome /inde x.cfm by clicldng on "Dire ct P a rticipa tion
P rogra ms ."

States coordinate in the drafting of NASAA statements of policy and adopt them in order to
facilitate uniformity among the states regarding the standards imposed on applicants for
registration of securities. Ki dratting the amendments, the NASAA project group solicited
comments from all of the state securities regulators and from the public. The project group held
a public hearing regarding its proposed amendments on October 20, 2006. After receiving,
reviewing, and considering 92 responses, the project group recommended the amendments and
NASAA adopted them effective May 7, 2007.

With respect to the incorporation of theNASAA amendments, the Securities Division has
solicited the informal advice and comments of the securities section of the Arizona State Bar and
the Securities Division's staff. The Securities Division believes that the proposed adoption of
the NASA.A statements of policy as amended May 7, 2007, will benefit both the industry and
potential investors by providing appropriate and consistent registration standards.

The Securities Division recommends that die Commission order that a Notice of Proposed
Rulemaldng be submitted to the secretary of state's office for publication and a hearing be
scheduled for a date no earlier Dian November 13, 2007, to solicit public comment.

Attached is a copy of the proposed order, the proposed amendment to rule 116, and a chart of the
NASAA amendments.

Originator: Cheryl T. Farson
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6 In  the  ma tte r of

7

8
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13 BY THE  C O MMIS S IO N:

Open Meeting
September 6, 2007
Phoenix, AZ

14 INTRODUCTION

15 The Securities Division of the Arizona Corporation Colmnission (the "Commission") has

16 forwarded to the Commission a proposal recommending that the Commission amend A.A.C. R14-4-

116 ("n11e 116") of the Arizona Administrative Code governing the administration of the securities

FINDINGS

17

18 statutes.

19

20 Rule 116 incorporates by reference certain North American Securities Administrators

21 Association ("NASAA") statements of policy and guidelines used by the .Arizona Corporation

22 Commission's Securities Division as its standards of review for specified securities registration

23 applications. Pursuant to A.R.S. § 41-1028 and A.A.C. R1-1-414, rule 116 does not include any

1 .

24 later amendments or editions of the incorporated matter.

25 2. Effective May 7, 2007, NASAA amended its policy statements relating to Asset-

26 Backed Securities, Commodity Pool Programs, Equipment Programs, Mortgage Programs, Oil and

Gas Programs, Real Estate Investment Trusts, and Real Estate Programs and its Omnibus



Docke t NO. RS-00000A-07-0421
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Guide line s , re vis ing suita bility s ta nda rds  to re fle ct infla tion. The  Se curitie s  Divis ion propose s  tha t

the  Commiss ion amend rule  116 to incorpora te  the  NASAA amendments .

The  Securitie s  Divis ion has  recommended tha t a  notice  of the  proposed Rulemaking

re ga rding rule  116 be  fonva rde d to the  s e cre ta ry of s ta te . The  S e curitie s  Divis ion a ls o ha s

re comme nde d tha t the  He a ring Divis ion sche dule  a  he a ring on rule  116 for a  da te  no e a rlie r tha n

6 November 13, 2007.

The Commission finds that the Securities Division's recommendations have merit7 4.

8 and that the proposed amendment to rule 116 should be published and public comment obtained.

CONCLUSION OF LAW9

10

11

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

Constitution Article XV, §§4 and 13, and under A.R.S. §44-1821.

ORDER12

13

14

15

16

17

THEREFORE IT IS  ORDERED tha t the  Hea ring Divis ion se t a  hea ring on this  ma tte r to be

he ld a t the  Commiss ion Offices  in Phoenix, Arizona , on a  da te  no ea rlie r than November 13, 2007.

IT IS  FURTHER ORDERED tha t the  S e curitie s  Divis ion pre pa re  a  notice  of the  propose d

Rule ma king a nd forwa rd it to the  office  of the  s e cre ta ry of s ta te  for publica tion in the  Arizona

Adminis tra tive  Re gis te r.

18
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21

22

23

24

25

26
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2 De cis ion No.



COMMISSIONERCHA1RMAN

COMMISSIONERCOMMISSIONERCOMMISSIONER

IN WITNESS WHEREOF, I, DEAN MILLER,
Interim Executive Director 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 , 2007.

DEAN MILLER
Interim Executive Director

DISSENT

DISSENT

ctr

This document is available in alternative formats by contacting Linda Hogan, Executive Assistant
to the Executive Director, voice phone number 602-542-393 l , e-maillhozan@azcc.gov.

3 Decision No.

Docke t No. RS -00000A-07-0421

IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be come  e ffe c tive  imme dia te ly.

BY O R DE R  O F  THE  AR IZO NA C O R P O R ATIO N C O MMIS S IO N
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R14-4-116. NAS AA S ta te me nts  of P olicy

A. Unless  othe rwise  provided in A.R.S . Title  44, Chapte r 12, Article  7, transactions  tha t
fa ll within one  or more  of the  following North Ame rica n S e curitie s  Adminis tra tors
Associa tion (NASAA) s ta te me nts  of policy sha ll comply with the  re quire me nts  of
those  s ta tements  of policy to qua lify for regis tra tion or renewa l unde r A.R.S . Title
44, Chapte r 12, Article  7. This  Section sha ll not apply to the  regis tra tion of

1 . Statement of policy regarding loans and other material affiliated transactions,
amended November 18, 1997.

2. Registration of asset-backed securities, adopted October 25, 1995; amended
MaV 7. 2007.

3. NASAA mortgage program guidelines, adopted September 10, 1996; amended
May 7. 2007.

4. Registration of commodity pool programs, adopted September 21, 1983,
effective January 1, 1984; amended and adopted August 39, 1990 May 7. 2007.

5. Equipment programs, adopted November 20, 1986, effective January 1, 1987,
amended April 22, 1988, and October "M, 1991. May 7, 2007.

6. Registration of oil and gas programs, adopted September 22, 1976, amended
October 12, 1977, October 31, 1979, April 23, 1983, July 1, 1984, September 3,
1987, September 14, 1989, and-October 24, 1991. and Mav 7. 2007.

7. Statement of policy regarding real estate investment trusts, revised and adopted
September "9, 1 993 May 7. 2007.

8. Read estate programs, last revised September "9, 1993 MaV 7, 2007.

9. Statement of policy regarding unequal voting rights, adopted and effective
October 24, 1991 .

10. Omnibus Guidelines, adopted March 29, 1992; amended Mav 7, 2007.

11. Statement of policy regarding church extension fund securities, adopted April
17, 1994, entitled guidelines for general obligation financing by religious
denominations; amended April 18, 2004.

12. Statement of policy regarding church bonds, adopted April 14, 2002.

B. The material listed in subsection (A) is incorporated by reference and on tile with
the Commission. The incorporated material does not contain later editions or
amendments. The material i s published in NASAA Reports by Commerce Clearing
House, Inc., 4025 West Peterson Avenue, Chicago, Illinois 60646. Copies are
available from NASAA, 10 G Street, N.E., Suite 710, Washington D.C. 20002 and
the Commission.

1



8
.5 8

88'f§§ 8 §

'a 3 3
, ._ 8
§§§§§§§

:gag 5
853 53
.8 §

Z § *
~y. ~»Qc

in ¢~vo o

1"-~E T
8§

»-.)

Gs 8 ,='9 § 8.5 VS 0

. 88 o 8
§,9 98, 3 § § §

e § 4
§§§§§ 'fa 3

to"
§=8§§§9's 89

go 5

5 Q

o Q

8 6
888 Q

69 . m .§'8 See §,9

go §88¢
§8§§§

: o
o.4' 88§~§§

88
' w

8
8-
cog §..=s

-Sm
88

mt <48g
5 Gs

S

'avg

8 °§28¢"5
8§8§s~

$55
.88;3"

58
88
38%
85?
go
38

3.9" 88
o ;
§§
558
. s58 5 8

o

g.
#u

Gs
5

48 go.

88 m
8.§~S 8

88 88§ 9
g o 2?

§8§.§§§§.2g°*°
~;3'§§=l~°

8885
vs 8q

5
o ~§

ff:

57'

8:8;§§

g

'88l e

S Vu"
>~'g-

99

<2@€
5*

o

8 5
5 4 84.38

58o" e
:=é`. Se"

8.

8°é_ §§§§w§8
QB

8
-we

5

.5
95
8~="'8' 3

33 356 §
f t

§838938

§§ ~=*

g
_ §
9

`§§§8;5
§ •

5453
\v 55

o o I
-oo 3 ve o

x

§8
88 'as' 8
3 ; g- 58 4

s
58

ll
fa

_o

g 5
5588 8 5 go _
8 _ gt
§§§§§ @¢=.§§€§ 8 §.. 5

;§*s"§ -§§ 83. 88 a 8

`s is 5885?
é; 588985/2 335

8338 =f§"§§}§@f§9§
°§ 8? 9 8 '88§8~£~.

#4:

8 3
Q S
>.,/ 8

8°
¢=.§

w
I¢

"§
8459 g

33~;§$§€"§ I §
:r 5 9 9. lg

; 388
~~ 881 8

»: 17'*al
"cy

3°

8°
9

Q.

8

ea

Q* O

,a~5~l°'?'8§
8" 5:3.4494 8°

8552?M Q ; 'u
g

7'-2
O

Q55
o

f
5 3 u

§" %8 28 839 kg ft. g P

J [13

454Lej/;'8§3!§/£588

A

g

vs Q Q

Q

to

8


