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GOVERNOR'S REGULATORY REVIEW COUNCIL
- (G. R. R.c.) ..
CERTIFICATE OP APPROVAL OF FINAL RU§r~S » I:I

i s J' `I1__ '-;

we

1. CORPORATION co1v1m1ss1on

2.

Agency Name:

Chapter Heading: Corporation Commission - Corporations and Associations

3. Code  Cita tion for the  Cha pte r: 14 A.A.C. 1

4 . The  Subchapte rs , if applicable ; the  Articles ; the  Parts , if applicable , and the
Se ctions  involve d in the  Rule ma king, lis te d in a lpha be tica l a nd nume rica l
orde r:

Subchapters, Articles, Parts and Sections
(in alphabetical and numerical order)

Action:
(preferred, not required)

R14-1-103 New Section

5. The  rule s  conta ined in this  package  a re  approved a s  fina l rule s .

6. 4 41  . _ n . <4

Signature of Jeanne Hahn
GRRC Administrator

al. 3 (cl Q
Date of Signing

Jeanne Hand
Typed Name of Leanne Hand
GRRC Administrator
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AGENCY CERTIFICATE

1. Agency name: Arizona Corpomdon Commission
. JS.

a u
2. Chapter heading: . .. . 8.2 I

Chapter 1. Corporation Commnsslon-Corpomnons and Associations \

3. Code citation for the Chapter: 14 AA.C.1

4. The Subchapters, if applicable; the Articles; the Parts, if applicable; and the Sections involved in the

Rulemaking, listedin alphabetical and numerical order:

Subchapters, Articles, Parts, and Sections Action:

Artic le  1 .

R14-1-103 New Section

5.

6. 3-19-<Z>9

The rules contained 'm this package are true andcorrect as adopted.

\-¢-N--l&` ¢'
Signature ofAgency Chief Executive Officer Dateofsigning

Smart Bracknev Acting Executive Secretarv

Printed or typed name of signer Title of signer

7. No changes have been made to these rules since the Governor's Regulatory Review Council approved

the rules.
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NOTICE OF FINAL RULEMAKING
» a

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;,
1:1 8 I'f .81\ 1h»i¢\

I ; |.J. '.
£39-J

SECURITIES REGULATION

CHAPTER 1. CORPORATION COMMISSION

CORPORATIONS AND ASSOCIATIONS

PREAMBLE

1 . Sections Affected Rulemaking Action

R14-I-103 New Section

2. The suecitic authority for the rulemaldns. including both the authorizing statute (genera and the

statutes the rules are implementing(sueciiick

Arizona Constitution, Article XV, §§4, 5, 6, and 19

Authorizing statute: A.R.S. § 10-130

Implementing statute:A.R.S. §§41-1072 through -1078

3. The elective date of the mis: Upon cling with the Secretary of Stare

4. A list of all Drevious notices aunearingin the Register addrwing the Eual rule:

4 A.A.R. 2710, September 25, 1998 (Notice of Docket Opening).

4 A.A.R. 2905, October 9, 1998 (Notice of Proposed Rulemaldng)

5. The name and address of agency personnel with whom Demons may communicate regarding the

Rulemaking'

Name: Joanne MacDonnell, Director, Corporations Division

Bill Parkerson, Deputy Director, Corporation Division

Addre s s : Arizona Corporation Commission

1200 West Washington

Phoenix Arizona 85007

Telephone: (602)542- 3521

Facsimile number: (602)542-0900

6. An explanation of the rule. including the agency's reasons for initiating the rule'

1
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The purpose of dies Rulemaking is to implement time-frames for the processing of applications for

licenses issued by the Corporations Division ("Division") of the Arizona Corporation Commission. These

licenses include articles of incorporation, applications for authority to transact business, applications for

authority to conduct affairs, articles of merger, articles of domestication, anises of organization, and

applications for registrationof foreign limited liabilities companies. The new rule implemeNts requirements

identified in A.R.S. §§ 41-1072 through -1078. The majority of applications for licenses filed with the

Division are handled on an "expedited" bats. This expedited process is prescribed by statute in A.R.S. §

10-12.2.F.2 and is not coveredby R14-I-103.

The Commission believes that the overall nine illume of 360 days prescribed in R14-I-103 is necessary

in order to ensure that the Division will beable to timely process all applications. The Divisioncannot control

the number of filings Ir receives and the timing of those filings. Corporate filings have risen steadily since

1981 , and last year continued this trend

The Division's bacidog of unprocessed non-expedited applications is currency Eve to seven weeks.

However, during January and Febmarry of 1998, the Division had approximately nine to ten months of

backlogged applications. This resulted Hom a high number of year-end filings. In the ensuing year, the

Division has made changes to increase pmducthfity,such as redesigning its phonebank andmaking additional

information available on its web page. The Division also received an infusion of S60,000 from the

Commission's Securities Division in order to hire temporary employees. These measures have reduced the

backlog considerably, but the additional money received firm the Securities Division was an extraordinary

circumstance that will not recur.

Several new procedures that will soon be implemented have the potential to slow processing time of

corporate filings. In the coming year, the Division will be redesigning its computersystem and acquiring an

imaging system. Both of these projects will improve the quality of the public records maintained by the

Commission. However, at least during the implementation period and possibly thereafter, these systems will

add to processing time.

In summary, based on historical experience, expected seasonal flucmations in woddoad, staffing levels

which have remained relatively constant since 1994, and the estimated time associated with the

. Der toMn QF. ecgssarys is n-60 daY. d Qr J. e p¢"°a TMbeiieve5 that. .  'QDD\'"$'meemS'sys:_ fn=wn 0 "  o. m ¢ " t a
1mP18

ensure its ability to comply with the proposed rule.
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A reference to any study that the agency proposes to rely on in the evaluation or iustiiication for the

anal rule and where the public may obtain or review the study. all data underlying each study. and

analysis of the study and any other sunnomlng material:

None

8. A showing of good cause why the rule is necessary to Dromote a statewide interest if the rule will

diminish a previous grant of authority of a political subdivision of this state:

Not a pplica ble

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

Proposed Rule 103 establishes time~&annes within which the Corporations Division shall process

licenses issued by the Commission pursuant to Title 10 and Title 29 of the Arizona Revised Stamtes.

Proposed Rule 103 is mandated by A.R.S. §§ 1072 though -1078 ("the time-Eame statutes").

The Proposed Rule will have minimal financial impact unless the Commission routinely fails to meet

the time-Iirannes. Suchfailure would require the Commission to refund the filing fee ro the applicant, resulting

in a dirndl cost savings to the regulated public. The Commission, however, does not foresee diiiiculty in

complying with the proposed timefirunmes.

10. A description of the changes between the Drooosed rules. including suvulemental notices. and Tina!

rules (if applicable):

R14-l~103(C): 'insert "of the date" after "days"

R14-1-103(C): replace "of" with "on" after "date"

R14-1-l03(C): after "deficiency", insert "or permit theapplicant to remedy the deficiencies

based on the following :we factors:

1. Amount of inforrnadon or work necessary to remedy the deficiencies, or

2.. Effect on other Commission priorities.
n

R14-1-103(El(1)-_ insert "comn1e':::ess" after "Admix1ist111tive"

7.

q
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Other grammatical and stylistic changes have been made to the text of the proposed rule at the

recommendation of the Staff of the Governor's Regulatory Review Council.

11. A summary of the principal comments and the agency response to them:

No written comments on the Rule have been tiled in this Docket, and there were no public

comments on the Rule at the bearing. Prior to Lhe hearing, the Corporations Division discussed the Rule

with its advisory council, which consists of representatives from businesses that follow corporations issues,

and of attorneys &om various law practices around the state. The Corporations Division stated dirt the

advisory council did not suggest any changes to the Rule as proposed.

12. Arv other matters Drescribed by statute that are applicable to the snecitic aqencv or to any specific rule

or class of rules:

Not applicable

13. Incorporations by reference and their location in the rules:

Not a pplica b le

14. Was this rule oreviouslv adopted as an emergent rule'

No

The full text of the miss follows:15.

4
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND

ASSOCIATIONS; SECURITIES REGULATION

CHAPTER 1. CORPORATION COMMISSION

CORPORATIONS AND ASSOCIATIONS

ARTICLE 1. IN GENERAL

Section

R14-I-103 . Licensing Time~tlrames

5
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND

ASSOCIATIONS; SECURITIES REGULATION

CHAPTER 1. CORPORATION COMMISSION

CORPORATIONS AND ASSOCIATIONS

ARTICLE 1. IN GENERAL

Section

R14-1-103. Licensing Time~frnmes

A. This rule Drescnlbes time-8'ames for the orocessinz of any certificate or license issued by the

Arizona Corporation Commission pursuant to Title 10 and Title 29 of the Arizona Revised

Scarves.

B . Within 270 calendar days after receipt of an initial or renewal auolication for any ceni'5cate or

license provided pursuant to Title 10 orTitle 29 of the Arizona Revised Statutes. staff shall notiif

die applicant. in dlat axe aunlication is either admlmisoarive!v complete or de5c~ient. If the

application is deficient. the notice shall snecifv all deficiencies.

The Commission may terminate an anolication if the applicant does not remedy all de5ciencies

within 30 calendar days of the date on the notice of deficiency or permit the applicant to remedy

the deficiencies based on the following two factors:

Amount of information orwork necessary to remedy thedeficiencies: or

Effect on other Commission Driorities.

D. After an application ha been deemed administratively complete. and the anolicant has been

noticed 'm writing. staishall have 90 calendar days for substantive review of the application.

E. For osmoses of A.R.S. Title 41. Chanter 6. Article 7.1. the Commission has established the

following time-'d'ames:

Administrative completeness review time-frame: 270 calendar days.

2. Substantive review time-iume: 90 calendar days.

3. Overall time-frame: 360 calendar days.

c.

2.

1.

1.

6
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ECONOMIC, S MALL BUS INES S  AND CO NS UME R IMP ACT S TATE ME NT

A.A.C. R14-1-103

This explanatory statement is provided to comply with the provisions of A.R.S.

§§ 41-1052 and 41-1055.

A. Economic, Small Business, and Consumer Impact Summary.

1 . Proposed Rulema ldng.

Proposed rule AA.C. R14-1-103 ("Rule") establishes time-frames within which

the Corporations Division ("Diwlsion'7) shall process articles of incorporation filed with

the Commission pursuant to Title 10 and Title 29 of the Arizona Revised Statutes. The

Rule is mandated by A.RS. §§41-1072 Q 1. ("Time-Frame Statutes").

The  Rule sets forth the following tirne-§ran1es: 1) administrative review time-fiame,

270 da ys , 2) substantive review time-frame, 90 da ys ; and 3) overall time &are, 360

days. These proposed time-frames more or less codify the amount of time curre ntly

necessary to process applications for licenses covered by the Time Frame Statutes, with

additional time included in order to accommodate seasonal fluctuations in work load.

These time-frames so assume that the Division will continue to maintain its current

number of full time employees, will receive necessary budget appropriations in the

future, and will continue to receive approximately the same number of filings at present

le ve ls .

In general, there shod be no economic impact from the adoption of the proposed

rule s . Because the Rule essentially codifies the Diw'sion's existing practices, the

economic impact of the adoption of the Rule is

1
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2. Information contained in this report.

This economic, small business, and consumer impact statement for the Rule

analyzes the costs, savings, and benefits that will accrue to the Commission and the

public. The Rule's impact upon established Commission procedures, Corrunission staff

time, and other administrative costs is minimal. The benefits to the Commission are

minima l. The  be ne fits  provide d to the  public a re  non-qua ntifia ble . The  Rule  s hould

benefit the Commission's relations with the regulated public by providing clear time-

frames for processlmg applications.

3. Name and address of agency employees to contact regarding this

re port.

Joanne MacDonnel1

Director of Corporations

Arizona Corporation Commission

1300 West Washington

Phoenix, AZ 85007

Bill P a rke rson

Deputy Director of Corporations

Arizona Corporation Commission

1300 West Washington

Phoenix, AZ 85007

2
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correction, notices

each week. These items include articles of incorporation, articles of merger, articles of

B .

believes that it is important to process all 'filings as expeditiously as possible. The

Although the Time Frame

Have, 270 days, 2) substantive review time-tirame, 90 days, and 3) overall time frame,

is mandated by A.R.S. §§41-1072 goseq. ("Time-Frame Statutes").

received by the Division are seasonal and peak at the end of the year and at the end of

360 days. The Corporate Filings Section of the Division receives an average of 860 items

June. Accordingly, the Division has chosen time-frames that consider the Division's

Corporations Division ("Division") shall process articles of incorporation Med with the

Division currently processes approximately 860 items per week, though the Filings

Commission pursuant to Tide 10 and Title 20 of the Arizona Revised Statutes. The Rule

frame statutes.

overall work load as well as thework necessary to process the items covered by the time-

Propose d A.A.C. R14-1-103 ("Rule ") e s ta blishe s  time  fra me s  within which the

Economic, Small Business, and Consumer Impact Statement.

The Rule sets forth the following time-Erannesz 1) a.dnninistrative review time-

1 .

These proposed time-irames

Proposed Rulemaking.

of publica tion,

Statutes apply only

and applica tions for authority to transact business.

necessary to process applications for licenses covered by the  Time  Frame Stamtes, with

additional time included in order to accommodate seasonal fluctuations in work load.

These time-frames also assume that the Division will continue to have its current number

of full time employees and will receive necessary budget appropriations in the future.

q
J
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Furthe r, the  Commiss ion has  assumed tha t the  number of corpora te  filings  will continue

to increase.

In general there should be no economic impact from the adoption of the Rule.

Because the Rule essentially codifies the Division's existing practices, the economic

impact of the adoption of the rule is minimal.

2. Person who are affected, bear costs or directly benefit from the

propos ed Rulemaking.

a. Thos e Affected

Those affected by the proposed rulemaldng include persons seeldng to file

articles of incorporation, articles of merger, and applications for authority to transact

business. For fiscal year 1998, the Division processed 13,190 articles of incorporation,

1,118 articles of merger, 3,841 applications for authority for corporations, 8,733 articles

of organization, and 782 applications for registration for limited liability companies.

b. Cost Bearers

The costs associated with the Rulemaking process will be 'borne by the

Corporations Division.

c. Beneficiaries

The citizens of Arizona and the corporations and limited liability

companies governed by Title 10 and Title 29 of the Arizona Revised Statutes may benefit

from the imposition of clear time-Erannes for the application process.

4
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3. Cost/Beneiit Analysis.

a. Probable costs and benefits to the implementing agencies

The Rule will have minimal financial impact unless the Commission

routinely fails to meet the time-frames. Such a failure would require the Commission to

refund the filing fee to the applicant, resulting in a small cost savings to the  re gula te d

public. The  Commiss ion would a lso pa y a  pe na lty into the  ge ne ra l fund. The  Divis ion,

however, does not foresee difficulty in complying with the proposed time-Hames.

b. Proba ble  cos ts  a nd be ne fits  to politica l subdivis ions

None .

c. Probable costs and benefits to business

None.

4. Private and public employment impact

The Rule should have no impact upon private and public employment.

5. Impact on small business

a. Identification of the small businesses subject to the proposed

Rulemaking.

No sma ll bus iness  will be  adve rse ly a ffected by the  proposed Rule . Any

profit corpora tion, non-profit corpora tion, or limite d lia bility compa ny tha t me e ts  the

definition of "small business" set forth in A.R.S. § 41-1001.19 may benefit from die

imposition of clear time~&ames for the application process.

b. Administrative and other costs required for compliance with

the proposed Rulemaking.

None .

5



i1

c. Description of the methods that the agency may use to reduce

the impact on small business.

Not applicable .

d. Probable cost and benefit to private persons and_ consumers

who are directly affected by the proposed Rulemaking.

Private persons and consumers who file articles of incorporation, articles

of merger, or applica tions  with the  Commission pursuant to Title  10 and Title  29 will be

affected by the proposed Rulemaking. The  mle  will have HO fina ncia l impa ct upon

applicants unless the Commission fails to meet the time-frames. If the  Commiss ion fa ils

to meet the time-&a1nes, the application fee is returned to the ind.ividual(s), and the

application process continues. The Division does not foresee difficulty in complying

with the time-Hames set forth in the Rule.

6. Probable E8'ect on State Revenues.

The Rule will have no e8wupon state revenues unless the Commission fails to

meet the time-5'ames. The Commission would then pay a penalty, as established in

A.R.S. § 41-1077, into the general fled. It is unlikely that this penalty will occur.

7. Less intrusive or less costly alternative methods of achieving the

proposedRulemaking.

The Rulemaking is mandated by A.R.S. §§ 41-1072 go §3l_., therefore, no

alternative is possible.

6
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8. If for any reason adequate data are not reasonably available to

comply with the requirements of subsection B of this section,

the agency shall explain the limitations of the data and the

methods that were employed in the attempt to obtain the data

and shall characterize the probable impacts in qualitative

terms.

Not applicable .

7
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CONCISE EXPLANATORY STATEMENT

A.A.C. R14-1-103

This explanatory statement is provided to comply with the prow'sions of A.R.S. §41-1036.

1 . C HANG E S  IN THE  TE XT O F  THE  P R O P O S E D R ULE  F R O M THAT

CONTAINED IN THE NOTICE OF RULEMAIGNG FILED H THE SECRETARY

O F  S TATE

R14-l-103(C): insert "0f men et "days"

R14-1-l03(C): replace "of" with "on" after "date"

R14»1-103(C): after "deficiency", insert "or permit the applicant to remedy the

deficiencies based on the following two factors:

Amount of information or work necessary to remedy thedeficiencies, or

E1'3lect on other Commission priorities."

R14-1-103(E)(I)= insert "completeness" after "Administrative"

Ollher guranunnatical and stylistic changes have been made to the text of the proposedrule

at the recommendation of the Sta8` of the Governor's Regulatory Review Council.

11 . EVALUATION OF THE ARGUMENTS FOR AND AGAINST THE PROPOSED

RULE

ARTICLE 1. IN GENERAL

A.A.C. R14-1-103: In response to the requirement of A.R.S. § 41-1072 g §8x.. to enact

licensing time-Eranne rules, the Arizona Corporation Commission initiated Rulemaking to

prescribe time-frames for the processing of any certificate or license issued by the Arizona

Corporation Commission pursuant to Title 10 and Title 29 of the Arizona Revised StatuteS. To

provide the public with clear time-frames for processing cerrhicate or license applications, the

2.

1 .

1
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Commis s ion ha s  promulga te d ne w rule  A.A.C. R14-1-103. A.A.C. R14-1-l03 e s ta blis he s  a n

overall time-frame of 360 calendar days, which includes an administrative review time-irame of

270 calendar days and a substantive review time-frame of 90 calendar days.

The Corporation Commission recognized a need for specific time-frames applicable to

the procedures mandated by A.R,S. § 41-1074 for deficient applications. A.A.C. R14-1-103

therefore provides that once a notice of deficiency has issued, the applicant has thirty calendar

days which to sa tisfy those deficiencies. If the applicant does not re me dy a ll de ficie ncie s

within thirty days of notice, the Commission may terminate the application. Once an applica tion

is terminated, the time-irames required by A.A.C. R14-1-103 will begin anew upon re-

a pplica tion.

A.A.C. 14-1-108 is designed to provide the public with clear time-&a1nes fo r the

processing of applications. No oral or written public comments were received concerning die

rule .

r
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