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SENATE BILL 1383 

AN ACT 

AMENDING SECTIONS 13-2314.04. 44-1813, 44-1991. 44-2003. 44-2004 AND 44-2054. 
ARIZONA REVISED STATUTES: AMENDING TITLE 44. CHAPTER i 2 .  ARTICLE 13. ARIZONA 
REVISED STATUTES. BY ADDING SECTIONS 44-1996 THROUGH 44-2000; AMENDING TITLE 
44. CHAPTER 12. ARIZONA REVISED STATUTES. BY ADDING ARTICLES 18 AND 19: 
RELATING TO SECURITIES LITIGATION. 

Be i t  enacted by  t h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A r i zona :  
S e c t i o n  1. S e c t i o n  13-2314.04. A r i zona  Rev ised S t a t u t e s ,  i s  amended 

t o  read:  
13-2314.04. Racketeer ina:  u n l a w f u l  a c t i v i t y :  c i v i l  remedies by 

p r i v a t e  cause o f  a c t i o n :  d e f i n i t i o n s  
A. A person who s u s t a i n s  reasonably  CePseerteFe FORESEEABLE i n j u r y  t o  

h i s  pe rson .  bus iness  o r  p r o p e r t y  by a p a t t e r n  o f  r a c k e t e e r i n g  a c t i v i t y ,  o r  
by a v i o l a t i o n  o f  s e c t i o n  13-2312 i n v o l v i n g  a p a t t e r n  o f  r a c k e t e e r i n g  
a c t i v i t y .  may f i l e  an a c t i o n  i n  s u p e r i o r  c o u r t  f o r  t h e  r e c o v e r y  o f  up t o  
t r e b l e  damages and t h e  c o s t s  o f  t h e  s u i t .  i n c l u d i n g  reasonable  a t t o r n e y  f e e s  
f o r  t r i a l  and a p p e l l a t e  r e p r e s e n t a t i o n .  I f  t h e  pe rson  a g a i n s t  whom a 
r a c k e t e e r i n g  c l a i m  has been asser ted .  i n c l u d i n g  a l i e n ,  p r e v a i l s  on t h a t  
c la im,  t h e  person may be awarded c o s t s  and reasonable  a t t o r n e y  f e e s  i n c u r r e d  
i n  defense o f  t h a t  c la im.  NO PERSON MAY RELY ON ANY CONDUCT THAT WOULD HAVE 
BEEN ACTIONABLE AS FRAUD I N  THE PURCHASE OR SALE OF SECURITIES TO ESTABLISH 
AN ACTION UNDER THIS SECTION EXCEPT AN ACTION AGAINST A PERSON WHO I S  
CONVICTED OF A CRIME I N  CONNECTION WITH THE FRAUD, I N  WHICH CASE THE PERIOD 
TO INITIATE A CIVIL  ACTION STARTS TO RUN ON THE DATE O N  WHICH THE CONVICTION 
BECOMES FINAL. 
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B. The s u p e r i o r  c o u r t  has j u r i s d i c t i o n  t o  prevent ,  r e s t r a i n  and remedy 
a  p a t t e r n  o f  r a c k e t e e r i n g  a c t i v i t y  as d e f i n e d  by  t h i s  s e c t i o n  o r  a  v i o l a t i o n  
o f  s e c t i o n  13-2312 i n v o l v i n g  a  p a t t e r n  o f  r a c k e t e e r i n g  a c t i v i t y .  a f t e r  making 
p r o v i s i o n  f o r  t h e  r i g h t s  o f  a l l  i n n o c e n t  persons a f f e c t e d  by t h e  v i o l a t i o n  
and a f t e r  a  h e a r i n g  o r  t r i a l ,  as a p p r o p r i a t e .  by i s s u i n g  a p p r o p r i a t e  o r d e r s .  

C. Be fo re  a  d e t e r m i n a t i o n  o f  l i a b i l i t y  t h e s e  o r d e r s  may i n c l u d e ,  b u t  
a r e  n o t  l i m i t e d  t o ,  e n t e r i n g  r e s t r a i n i n g  o r d e r s  o r  p r o h i b i t i o n s  o r  t a k i n g  
such o t h e r  a c t i o n s ,  i n c l u d i n g  t h e  acceptance o f  s a t i s f a c t o r y  per formance 
bonds, t h e  c r e a t i o n  o f  r e c e i v e r s h i p s  and t h e  enforcement of c o n s t r u c t i v e  
t r u s t s .  i n  connec t ion  w i t h  any p r o p e r t y  o r  o t h e r  i n t e r e s t  s u b j e c t  t o  damage 
o r  o t h e r  remedies o r  r e s t r a i n t s  p u r s u a n t  t o  t h i s  s e c t i o n  as t h e  c o u r t  deems 
p r o p e r .  

D. A f t e r  a  d e t e r m i n a t i o n  o f  l i a b i l i t y  these  o r d e r s  may i n c l u d e .  b u t  
a r e  n o t  l i m i t e d  t o :  

1. O r d e r i n g  any person t o  d i v e s t  h i m s e l f  o f  any i n t e r e s t ,  d i r e c t  o r  
i n d i r e c t .  i n  any e n t e r p r i s e .  

2. Impos ing reasonable  r e s t r i c t i o n s  on t h e  f u t u r e  a c t i v i t i e s  o r  
i nves tmen ts  o f  any person, i n c l u d i n g  p r o h i b i t i n g  any person f rom engaging i n  
t h e  same t y p e  o f  endeavor as t h e  e n t e r p r i s e  engaged i n .  t h e  a c t i v i t i e s  of 
wh ich a f f e c t  t h e  laws o f  t h i s  s t a t e ,  t o  t h e  e x t e n t  t h e  c o n s t i t u t i o n s  o f  t h e  
U n i t e d  S t a t e s  and t h i s  s t a t e  p e r m i t .  

3. O r d e r i n g  d i s s o l u t i o n  o r  r e o r g a n i z a t i o n  o f  any e n t e r p r i s e .  
4 .  O r d e r i n g  t h e  payment of up t o  t r e b l e  damages t o  t h o s e  persons 

i n j u r e d  by a  p a t t e r n  o f  r a c k e t e e r i n g  a c t i v i t y  o r  a v i o l a t i o n  o f  s e c t i o n  
13-2312 i n v o l v i n g  a  p a t t e r n  of r a c k e t e e r i n g  a c t i v i t y .  

5. Prejudgment i n t e r e s t  on damages, excep t  THAT pre judgment  i n t e r e s t  
may n o t  be awarded on any i n c r e a s e  i n  t h e  damages a u t h o r i z e d  under paragraph 
4 o f  t h i s  s u b s e c t i o n .  

6 .  A pe rson  o r  e n t e r p r i s e  t h a t  a c q u i r e s  any p r o p e r t y  t h r o u g h  an 
o f f e n s e  i n c l u d e d  i n  t h e  d e f i n i t i o n  o f  r a c k e t e e r i n g  i n  s e c t i o n  13-2301. 
subsec t ion  D. paragraph 4 o r  a  v i o l a t i o n  o f  s e c t i o n  13-2312 i s  an i n v o l u n t a r y  
t r u s t e e .  The i n v o l u n t a r y  t r u s t e e  and any o t h e r  person o r  e n t e r p r i s e .  excep t  
a  bona f i d e  pu rchaser  f o r  v a l u e  who i s  reasonab ly  w i t h o u t  n o t i c e  o f  t h e  
u n l a w f u l  conduct  and who i s  n o t  know ing ly  t a k i n g  p a r t  i n  an i l l e g a l  
t r a n s a c t i o n .  h o l d  t h e  p r o p e r t y ,  i t s  proceeds and i t s  f r u i t s  i n  c o n s t r u c t i v e  
t r u s t  f o r  t h e  b e n e f i t  of persons e n t i t l e d  t o  remedies under t h i s  s e c t i o n .  

E. A defendant  c o n v i c t e d  i n  any c r i m i n a l  proceed ing i s  p r e c l u d e d  f r o m  
subsequen t l y  deny ing  t h e  e s s e n t i a l  a l l e g a t i o n s  of t h e  c r i m i n a l  o f f e n s e  o f  
w h i c h  he was c o n v i c t e d  i n  any c i v i l  p roceed ings .  For t h e  purpose.o f  t h i s  
s u b s e c t i o n .  a c o n v i c t i o n  may r e s u l t  f r o m  a  v e r d i c t  o r  p l e a  i n c l u d i n g  a  no 
c o n t e s t  p l e a  . 

F. N o t w i t h s t a n d i n g  any l a w  p r e s c r i b i n g  a  l e s s e r  p e r i o d  BUT SUBdECT TO 
SUBSECTION A OF THIS SECTION, t h e  i n i t i a t i o n  o f  c i v i l  p roceed ings  p u r s u a n t  
t o  t h i s  s e c t i o n  s h a l l  be commenced w i t h i n  t h r e e  years  f rom t h e  d a t e  t h e  
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v i o l a t i o n  was d i scovered ,  o r  shou ld  have been di.scovered w i t h  reasonab le  
d i l i g e n c e .  and t e n  y e a r s  a f t e r  t h e  events  g i v i n g  r i s e  t o  t h e  cause o f  a c t i o n .  
whichever comes f i r s t .  

G. The s tandard  o f  p r o o f  i n  a c t i o n s  b r o u g h t  p u r s u a n t  t o  t h i s  s e c t i o n  
i s  t h e  preponderance o f  ev idence  t e s t .  

H .  A person who f i l e s  an a c t i o n  under t h i s  s e c t i o n  s h a l l  se rve  n o t i c e  
and one copy o f  t h e  p l e a d i n g  on t h e  a t t o r n e y  genera l  w i t h i n  t h i r t y  days a f t e r  
t h e  a c t i o n  i s  f i l e d  w i t h  t h e  s u p e r i o r  c o u r t .  T h i s  r e q u i r e m e n t  i.s 
j u r i s d i c t i o n a l .  The n o t i c e  s h a l l  i d e n t i f y  t h e  a c t i o n .  t h e  pe rson  and t h e  
person 's  a t t o r n e y .  S e r v i c e  o f  t h e  n o t i c e  does n o t  l i m i t  o r  o t h e r w i s e  a f f e c t  
t h e  r i g h t  o f  t h e  s t a t e  t o  m a i n t a i n  an a c t i o n  under  s e c t i o n  13-2314 o r  t o  
i n t e r v e n e  i n  a  pend ing a c t i o n  n o r  does i t  a u t h o r i z e ' t h e  person t o  name t h i s  
s t a t e  o r  t h e  a t t o r n e y  genera l  as a p a r t y  t o  t h e  a c t i o n .  

I. On t i m e l y  a p p l i c a t i o n ,  t h e  a t t o r n e y  g e n e r a l  may i n t e r v e n e  i n  any 
c i v i l  a c t i o n  o r  p roceed ing  brought  under t h i s  s e c t i o n  i f  t h e  a t t o r n e y  genera l  
c e r t i f i e s  t h a t  i n  h i s  o p i n i o n  t h e  a c t i o n  i s  o f  s p e c i a l  p u b l i c  impor tance.  
On i n t e r v e n t i o n .  t h e  a t t o r n e y  genera l  may a s s e r t  any a v a i l a b l e  c l a i m  and i s  
e n t i t l e d  t o  t h e  same r e l i e f  as i f  t h e  a t t o r n e y  genera l  has i n s t i t u t e d  a  
separa te  a c t i o n .  

J. I n  a d d i t i o n  t o  t h e  s t a t e ' s  r i g h t  t o  i n t e r v e n e  as a  p a r t y  i n  a n y  
a c t i o n  under t h i s  s e c t i o n ,  t h e  a t t o r n e y  genera l  may appear as amicus c u r i a e  
i n  any p r o c e e d i n g  i n  which a  c l a i m  under t h i s  s e c t i o n  has been a s s e r t e d  o r  
i n  wh ich a  c o u r t  i s  i n t e r p r e t i n g  s e c t i o n  13-2301. 13-2312, 13-2313. 
13-2314.01. 13-2314.02 o r  13-2315 o r  t h i s  s e c t i o n .  

K.  A c i v i l  a c t i o n  a u t h o r i z e d  by  t h i s  s e c t i o n  i s  remedia l  and n o t  
p u n i t i v e  and does n o t  l i m i t  and i s  n o t  l i m i t e d  b y  any o t h e r  p r e v i o u s  o r  
subsequent c i v i l  o r  c r i m i n a l  a c t i o n  under  t h i s  t i t l e  o r  any o t h e r  p r o v i s i o n  
o f  l aw .  C i v i l  remedies p r o v i d e d  under t h i s  t i t l e  a r e  supplemental  and n o t  
m u t u a l l y  e x c l u s i v e ,  excep t  t h a t  a  person may n o t  r e c o v e r ,  f o r  an a c t i o n  
b r o u g h t  p u r s u a n t  t o  t h i s  s e c t i o n ,  p u n i t i v e  damages o r  emot iona l  i n j u r y  
damages i n  t h e  absence o f  b o d i l y  i n j u r y .  

L. A n a t u r a l  person s h a l l  n o t  be h e l d  l i a b l e  i n  damages o r  f o r  o t h e r  
r e l i e f  p u r s u a n t  t o  t h i s  s e c t i o n  based on t h e  conduc t  o f  ano the r  u n l e s s  t h e  
f a c t  f i n d e r  f i n d s  by a preponderance o f  t h e  ev idence t h a t  t h e  n a t u r a l  person 
a u t h o r i z e d .  reques ted .  commanded, r a t i f i e d  o r  r e c k l e s s l y  t o l e r a t e d  t h e  
un lawfu l  conduc t  o f  t h e  o t h e r .  An e n t e r p r i s e  s h a l l  n o t  be h e l d  l i a b l e  i n  
damages o r  f o r  o t h e r  r e l i e f  pursuant  t o  t h i s  s e c t i o n  based on t h e  conduct  o f  
an agen t ,  u n l e s s  t h e  f a c t  f i n d e r  f i n d s  by a  preponderance o f  t h e  ev idence  
t h a t  a  d i r e c t o r  o r  h i g h  manager ia l  agent  performed, a u t h o r i z e d .  requested,  
commanded. r a t i f i e d  o r  r e c k l e s s l y  t o l e r a t e d  t h e  u n l a w f u l  conduc t  o f  t h e  
agent.  A pe rson  o r  e n t e r p r i s e  s h a l l  n o t  be h e l d  1 i a b . l e  i n  damages o r  f o r  
o t h e r  r e l i e f  p u r s u a n t  t o  t h i s  s e c t i o n  un less  t h e  f a c t  f i n d e r  makes 
p a r t i c u l a r i z e d  f i n d i n g s  s u f f i c i e n t  t o  p e r m i t  f u l l  and complete r e v i e w  o f  t h e  
reco rd ,  i f  any, o f  t h e  conduct  o f  t h e  person. A NATURAL PERSON OR ENTERPRISE 
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SHALL NOT BE HELD LIABLE IN DAMAGES FOR RECKLESSLY TOLERATING THE UNLAWFUL 
CONDUCT OF ANOTHER PERSON O R  AGENT I F  THE OTHER PERSON OR AGENT ENGAGED IN 
UNLAWFUL CONDUCT PROSCRIBED BY SECTION 13-2301.  SUBSECTION D.  PARAGRAPH 4 .  
SUBDIVISION ( p ) .  ( r ) .  ( s )  O R  ( t )  A N D  THE UNLAWFUL CONDUCT INVOLVED THE 
PURCHASE O R  SALE O F  SECURITIES. 

M. N o t w i t h s t a n d i n g  s u b s e c t i o n  A o f  this s e c t i o n .  a  c o u r t  s h a l l  n o t  
award c o s t s ,  i n c l u d i n g  a t t o r n e y  f e e s ,  i f  t h e  award would be  u n j u s t  b e c a u s e  
o f  s p e c i a l  ci  r cums tances .  i n c l u d i n g  t h e  r e l e v a n t  d i s p a r a t e  economic p o s i t i o n  
o f  t h e  p a r t i e s  o r  t h e  d i s p r o p o r t i o n a t e  amount o f  t h e  c o s t s .  i n c l u d i n g  
a t t o r n e y  f e e s .  t o  t h e  n a t u r e  o f  t h e  damage o r  o t h e r  r e l i e f  o b t a i n e d .  

N .  I f  t h e  c o u r t  d e t e r m i n e s  t h a t  t h e  f i l i n g  of any p l e a d i n g ,  motion o r  
o t h e r  p a p e r  unde r  t h i s  s e c t i o n  was f r i v o l o u s  o r  t h a t  any c i v i l  a c t i o n  o r  
p r o c e e d i n g  was b r o u g h t  o r  c o n t i n u e d  under  t h i s  s e c t i o n  i n  bad f a i t h ,  
v e x a t i o u s l y .  wantonly  o r  f o r  an improper  o r  o p p r e s s i v e  r e a s o n .  i t  s h a l l  award 
a  p r o p e r  s a n c t i o n  t o  d e t e r  t h i s  c o n d u c t  i n  t h e  f u t u r e  t h a t  may i n c l u d e  t h e  
c o s t s  of  t h e  c i v i l  a c t i o n  o r  p r o c e e d i n g .  i n c l u d i n g  t h e  c o s t s  o f  i n v e s t i g a t i o n  
and a  r e a s o n a b l e  a t t o r n e y  f e e  i n  t h e  t r i a l  and a p p e l l a t e  c o u r t s .  

0 .  N o t w i t h s t a n d i n g  any o t h e r  law. a c o m p l a i n t ,  c o u n t e r c l a i m .  answer  
o r  r e s p o n s e  f i l e d  by a  person  i n  c o n n e c t i o n  w i t h  a  c i v i l  a c t i o n  o r  p roceed ing  
under  t h i s  s e c t i o n  s h a l l  be v e r i f i e d  by a t  l e a s t  one  p a r t y  o r  h i s  a t t o r n e y .  
I f  t h e  p e r s o n  i s  r e p r e s e n t e d  by an a t t o r n e y .  any  p l e a d i n g ,  mot ion  o r  o t h e r  
p a p e r  s h a l l  be  s i g n e d  by a t  l e a s t  one  a t t o r n e y  o f  r e c o r d  i n  his i n d i v i d u a l  
name. and h i s  a d d r e s s  s h a l l  be  s t a t e d .  

P.  The v e r i f i c a t i o n  by a  pe r son  or  h i s  a t t o r n e y  and t h e  s i g n a t u r e  by 
an a t t o r n e y  r e q u i r e d  by s u b s e c t i o n  0  o f  t h i s  s e c t i o n  c o n s t i t u t e s  a  
c e r t i f i c a t i o n  by t h e  person  o r  a t t o r n e y  t h a t  he has  c a r e f u l l y  r e a d  t h e  
p l e a d i n g .  motion o r  o t h e r  pape r  and ,  based  on a  r e a s o n a b l e  i n q u i r y .  b e l i e v e s  
a l l  o f  t h e  f o l l o w i n g :  

1. I t  i s  we l l  grounded i n  f a c t .  
2. I t  i s  war ran ted  by e x i s t i n g  l a w  o r  t h e r e  i s  a  good f a i t h  argument 

f o r  t h e  e x t e n s i o n ,  m o d i f i c a t i o n  o r  r e v e r s a l  o f  e x i s t i n g  law.  
3 .  I t  i s  n o t  made f o r  any  bad f a i t h .  v e x a t i o u s ,  wanton .  imprope r  o r  

o p p r e s s i v e  r e a s o n ,  i n c l u d i n g  t o  h a r a s s . . t o  c a u s e  unnecessa ry  d e l a y .  t o  impose 
a  n e e d l e s s  i n c r e a s e  i n  t h e  c o s t  o f  l i t i g a t i o n  o r  t o  f o r c e  an u n j u s t  
s e t t l e m e n t  t h r o u g h  t h e  s e r i o u s  c h a r a c t e r  of  t h e  ave rmen t .  
I f  a n y  p l e a d i n g .  mot ion  or  o t h e r  p a p e r  i s  s i g n e d  i n  v i o l a t i o n  o f  t h e  
c e r t i f i c a t i o n  p r o v i s i o n s  of  t h i s  s u b s e c t i o n .  t h e  c o u r t ,  on i t s  own motion o r  
on t h e  motion of t h e  o t h e r  p a r t y  and a f t e r  a  h e a r i n g  and a p p r o p r i a t e  f i n d i n g s  
o f  f a c t .  s h a l l  impose on t h e  pe r son  who v e r i f i e d  i t  o r  t h e  a t t o r n e y  who 
s i g n e d  i t ,  o r  b o t h ,  a  p r o p e r  s a n c t i o n  t o  d e t e r  t h i s  c o n d u c t  i n  t h e  f u t u r e ,  
i n c l u d i n g  t h e  c o s t s  o f  the p r o c e e d i n g  under  s u b s e c t i o n  N of t h i s  s e c t i o n .  

(I. I f  any p l e a d i n g .  mot ion  o r  o t h e r  p a p e r  i n c l u d e s  an averment  of 
f r a u d  o r  c o e r c i o n ,  i t  s h a l l  s t a t e  these c i r c u m s t a n c e s  w i t h  p a r t i c u l a r i t y  w i t h  
r e s p e c t  t o  e a c h  d e f e n d a n t .  
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R. I n  any c i v i l  a c t i o n  o r  p roceed ing  under t h i s  s e c t i o n  i n  wh ich  t h e  
p l e a d i n g ,  m o t i o n  o r  o t h e r  paper  does n o t  a l l e g e  a  c r i m e  of v i o l e n c e  as a  
r a c k e t e e r i n g  a c t :  

1. The t e r m  " r a c k e t e e r "  s h a l l  n o t  be used i n  r e f e r r i n g  t o  any person. 
2. The t e r m s  used t o  r e f e r  t o  a c t s  o f  r a c k e t e e r i n g  o r  a  p a t t e r n  o f  

r a c k e t e e r i n g  a c t i v i t y  s h a l l  be " u n l a w f u l  a c t s "  o r  "a p a t t e r n  o f  u n l a w f u l  
a c t i v i t y " .  

S. I n  t h i s  s e c t i o n .  u n l e s s  t h e  c o n t e x t  o t h e r w i s e  r e q u i r e s :  
1. "Acqu i re "  means f o r  a  person t o  do any o f  t h e  f o l l o w i n g :  
( a )  Possess. 
( b )  A c t  so as t o  e x c l u d e  ano the r  person f r o m  u s i n g  t h e  pe rson 's  

p r o p e r t y  excep t  on h i s  own terms.  
( c )  B r i n g  about  o r  r e c e i v e  t h e  t r a n s f e r  o f  any i n t e r e s t  i n  p r o p e r t y .  

whe the r  t o  h i m s e l f  o r  t o  a n o t h e r  person,  o r  t o  s e c u r e  per formance o f  a  
s e r v i c e .  

2 .  "Gain" means any b e n e f i t .  i n t e r e s t  o r  p r o p e r t y  o f  any k i n d  w i t h o u t  
r e d u c t i o n  f o r  expenses o f  a c q u i r i n g  o r  m a i n t a i n i n g  i t  o r  i n c u r r e d  f o r  any 
o t h e r  reason. 

3. " P a t t e r n  o f  r a c k e t e e r i n g  a c t i v i t y "  means e i t h e r :  
( a )  A t  l e a s t  two a c t s  o f  r a c k e t e e r i n g  as d e f i n e d  i n  s e c t i o n  13-2301, . . . 

subsec t ion  D, paragraph 4. SUBDIVISION ( d ) .  ( e l .  ( f ) .  ( g ) ,  ( h ) ,  
(i). (j). ( m ) .  (01.  (PI. ( q ) .  ( r ) ,  ( s ) ,  ( t ) ,  ( x )  o r  ( 2 )  t h a t  meet t h e  
f o l l  owing requ i rements :  

( i )  Tb& The l a s t  a c t  o f  r a c k e t e e r i n g  a c t i v i t y  t h a t  i s  a l l e g e d  as t h e  
b a s i s  o f  t h e  c l a i m  o c c u r r e d  w i t h i n  f i v e  years  o f  a  p r i o r  a c t  o f  r a c k e t e e r i n g .  

( i i )  TI+& The a c t s  o f  r a c k e t e e r i n g  t h a t  a r e  a l l e g e d  as t h e  b a s i s  o f  
t h e  c l a i m  were r e l a t e d  t o  each o t h e r  o r  t o  a common e x t e r n a l  o r g a n i z i n g  
p r i n c i p l e .  i n c l u d i n g  t h e  a f f a i r s  o f  an e n t e r p r i s e .  A c t s  o f  r a c k e t e e r i n g  a r e  
r e l a t e d  i f  t h e y  have t h e  same o r  s i m i l a r  purposes.  r e s u l t s ,  p a r t i c i p a n t s .  
v i c t i m s  o r  methods o f  commission o r  a r e  o t h e r w i s e  i n t e r r e l a t e d  by 
d i s t i n g u i s h i n g  c h a r a c t e r i s t i c s .  

( i i i )  Tb& The a c t s  o f  r a c k e t e e r i n g  t h a t  a r e  a l l e g e d  as t h e  b a s i s  o f  
t h e  c l a i m  were c o n t i n u o u s  o r  e x h i b i t e d  t h e  t h r e a t  o f  b e i n g  con t inuous .  

( b )  A  s i n g l e  a c t  o f  r a c k e t e e r i n g  as d e f i n e d  i n  s e c t i o n  13-2301. 
. . . 

subsec t ion  D. paragraph 4. SUBDIVISION ( a ) ,  ( b ) .  ( c ) .  ( k ) .  ( 1 ) .  
( n ) .  u  v  (w) .  ( Y )  o r  ( a a ) .  

4. "Proceeds" means any i n t e r e s t  i n  p r o p e r t y  o f  any k i n d  a c q u i r e d  
t h r o u g h  o r  caused by  an a c t  o r  omiss ion.  o r  d e r i v e d  f r o m  t h e  a c t  o r  omiss ion.  
d i r e c t l y  o r  i n d i r e c t l y ,  and any f r u i t s  o f  t h i s  i n t e r e s t ,  i n  whatever  form. 

Sec. 2. S e c t i o n  44-1813. Ar izona Revised S t a t u t e s ,  i s  amended t o  read: 
44-1813. E m ~ l  ovment of oersonnel  
The d i r e c t o r  w i t h  t h e  approva l  o f  t h e  commission. may employ f rom t i m e  

t o  t i m e  examiners.  i n v e s t i g a t o r s  WHO ARE COMMISSIONED PEACE OFFICERS. & 
c l e r i c a l  employees AND OTHER OFFICERS AND EMPLOYEES necessary  f o r  t h e  
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a d m i n i s t r a t i o n  o f  t h i s  chapter .  and REGULATORY OFFICERS AND EMPLOYEES WHO ARE 
MEMBERS OF THE STATE BAR OF ARIZONA WHO SHALL BE PAID AT THE SAME RATE AS THE 
RATE ESTABLISHED BY THE DEPARTMENT OF ADMINISTRATION FOR ATTORNEYS. AN0 #ey 
WHO s h a l l  p e r f o r m  t h e  d u t i e s  t h e  d i r e c t o r  r e q u i r e s .  

Sec. 3. S e c t i o n  44-1991. A r i zona  Revised S t a t u t e s .  i s  amended t o  read:  
44-1991. Fraud i n  ourchase o r  s a l e  o f  s e c u r i t i e s  
A. I t  i s  a f r a u d u l e n t  p r a c t i c e  and u n l a w f u l  f o r  a person.  i n  

c o n n e c t i o n  w i t h  a t r a n s a c t i o n  o r  t r a n s a c t i o n s  w i t h i n  o r  f r o m  t h i s  s t a t e  
i n v o l v i n g  an o f f e r  t o  s e l l  o r  buy s e c u r i t i e s ,  o r  a s a l e  o r  pu rchase  o f  
s e c u r i t i e s .  i n c l u d i n g  s e c u r i t i e s  exempted under s e c t i o n  44-1843 o r  44-1843.01 
and i n c l u d i n g  t r a n s a c t i o n s  exempted under  s e c t i o n  44-1844, d i r e c t l y  o r  
i n d i r e c t l y  t o  do any o f  t h e  f o l l o w i n g :  

1. Employ any dev ice ,  scheme o r  a r t i f i c e  t o  def raud.  
2. Make any u n t r u e  s ta tement  o f  m a t e r i a l  f a c t .  o r  o m i t  t o  s t a t e  any 

m a t e r i a l  f a c t  necessary  i n  o r d e r  t o  make t h e  s ta tements  made. i n  t h e  l i g h t  
o f  t h e  c i rcumstances under  which t h e y  were made, n o t  m i s l e a d i n g .  

3 .  Engage i n  any t r a n s a c t i o n ,  p r a c t i c e  o r  course  o f  b u s i n e s s  wh ich  
o p e r a t e s  o r  would o p e r a t e  as a f r a u d  o r  d e c e i t .  

B. I N  A PRIVATE ACTION BROUGHT PURSUANT TO SUBSECTION A, PARAGRAPH 2 
OF THIS SECTION OR SECTION 44-1992, I F  THE PERSON WHO OFFERED OR SOLD THE 
SECURITY PROVES THAT ANY PORTION OR ALL OF THE AMOUNT RECOVERABLE UNDER 
SUBSECTION A. PARAGRAPH 2 OF THIS SECTION OR SECTION 44-1992 REPRESENTS AN 
AMOUNT OTHER THAN THE DEPRECIATION I N  VALUE OF THE SUBJECT SECURITY RESULTING 
FROM THE PART O F  THE PROSPECTUS OR ORAL COMMUNICATION, WITH RESPECT TO THE 
LIABILITY OF THE PERSON I S  ASSERTED. NOT BEING TRUE OR OMITTING TO STATE A 
MATERIAL FACT REQUIRED TO BE STATED OR NECESSARY TO MAKE THE STATEMENT NOT 
MISLEADING. THEN THE AMOUNT SHALL NOT BE RECOVERABLE. THIS SUBSECTION DOES 
NOT APPLY TO ANY ACTIONS BASED ON ALLEGATIONS OF ACTIVITIES CONSTITUTING 
DISHONEST OR UNETHICAL PRACTICES I N  THE SECURITIES INDUSTRY. 

Sec. 4. T i t l e  44. c h a p t e r  12. a r t i c l e  13, A r i zona  Rev ised S t a t u t e s .  
i s  amended by add ing  s e c t i o n  44-1996, t o  read:  

44-1996. P r o h i b i t i o n  o f  r e f e r r a l  f e e s  
A DEALER. SALESMAN. AGENT OR PERSON ASSOCIATED WITH A DEALER, SALESMAN 

OR AGENT SHALL NOT DIRECTLY OR INDIRECTLY SOLICIT OR ACCEPT REMUNERATION FOR 
ASSISTING AN ATTORNEY I N  OBTAINING THE REPRESENTATION OF ANY PERSON I N  ANY 
PRIVATE ACTION ARISING UNDER THIS CHAPTER. THE SECURITIES ACT OF 1933 (15 
UNITEO STATES CODE SECTIONS 77a THROUGH 77bbbb) OR THE SECURITIES EXCHANGE 
ACT OF 1934 (15 UNITEO STATES CODE SECTIONS 78a THROUGH 7811) .  

Sec. 5. T i t l e  44, c h a p t e r  12. a r t i c l e  13. A r i zona  Rev ised  S t a t u t e s .  
i s  amended by add ing  s e c t i o n s  44-1997 t h r o u g h  44-2000, t o  read:  

44-1997. F a l s e  r e q i s t r a t i o n  s ta tement :  l i a b i l i t v  
A. I F  ANY PART OF THE REGISTRATION STATEMENT FILED UNDER ANY FEDERAL 

OR ARIZONA SECURITIES LAWS RELATING TO SECURITIES OFFERED OR SOLD WITHIN OR 
FROM THIS STATE CONTAINED. AT THE TIME THE PART BECAME EFFECTIVE. AN UNTRUE 
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STATEMENT OF A MATERIAL FACT OR OMITTED TO STATE A MATERIAL FACT REQUIRED TO 
B E  STATED OR NECESSARY TO MAKE THE STATEMENT NOT MISLEADING. ANY PERSON 
ACQUIRING THE SECURIT IES  MAY I N  ANY COURT OR ADMINISTRATIVE FORUM OF 
COMPETENT J U R I S D I C T I O N  COMMENCE AN ACTION AGAINST ANY OF THE FOLLOWING 
PERSONS UNLESS I T  I S  PROVED THAT AT  THE T I M E  OF THE ACQUIS IT ION THE PURCHASER 
KNEW OF THE UNTRUTH OR OMISSION: 

1. EVERY PERSON WHO SIGNED THE REGISTRATION STATEMENT. 
2. EVERY PERSON WHO WAS A DIRECTOR OR PERSON PERFORMING S I M I L A R  

FUNCTIONS OF THE ISSUER OR PARTNER I N  THE ISSUER AT THE T IME OF THE F I L I N G  
OF THE PART OF THE REGISTRATION STATEMENT. 

3. EVERY PERSON WHO CONSENTS TO BE AND I S  NAMED I N  THE REGISTRATION 
STATEMENT AS BEING OR ABOUT TO BECOME A DIRECTOR. PERSON PERFORMING S I M I L A R  
FUNCTIONS OR PARTNER. 

4.  EVERY ACCOUNTANT. ENGINEER OR APPRAISER OR ANY PERSON WHOSE 
PROFESSION G IVES AUTHORITY TO A STATEMENT MADE BY THE PERSON WHO WITH THE 
PERSON'S CONSENT HAS BEEN NAMED AS HAVING PREPARED OR C E R T I F I E D  ANY PART OF 
THE REGISTRATION STATEMENT OR AS HAVING PREPARED OR C E R T I F I E D  ANY REPORT OR 
VALUATION THAT I S  USED I N  CONNECTION WITH THE REGISTRATION STATEMENT. WITH 
RESPECT TO THE STATEMENT I N  THE REGISTRATION STATEMENT, REPORT OR VALUATION. 
THAT PURPORTS TO HAVE BEEN PREPARED OR CERTIFIED BY THE PERSON. 

5. EVERY UNDERWRITER WITH RESPECT TO THE SECURITY. 
B. I F  A PERSON ACQUIRES THE SECURITY AFTER THE ISSUER HAS MADE 

GENERALLY AVAILABLE  TO I T S  SECURITY HOLDERS AN EARNINGS STATEMENT COVERING 
A PERIOD OF AT LEAST TWELVE MONTHS BEGINNING AFTER THE EFFECTIVE DATE OF THE 
REGISTRATION STATEMENT, THE RIGHT OF RECOVERY UNDER SUBSECTION A I S  
CONDITIONED ON PROOF THAT THE PERSON ACQUIRED THE SECURITY RELYING ON THE 
UNTRUE STATEMENT I N  THE REGISTRATION STATEMENT OR RELYING ON THE REGISTRATION 
STATEMENT AN0 NOT KNOWING OF THE OMISSION. RELIANCE MAY BE ESTABLISHED 
WITHOUT PROOF THAT THE PERSON READ THE REGISTRATION STATEMENT. 

C. NO PERSON OTHER THAN THE ISSUER I S  L I A B L E  UNDER SUBSECTIONS A AND 
B WHO PROVES ANY OF THE FOLLOWING: 

1. BEFORE THE EFFECTIVE DATE OF THE PART OF THE REGISTRATION STATEMENT 
FOR WHICH L I A B I L I T Y  I S  ASSERTED THE PERSON BOTH: 

( a )  HA0 RESIGNED FROM OR HA0 TAKEN STEPS PERMITTED BY LAW TO RESIGN 
FROM. OR HA0 CEASED OR REFUSED TO ACT I N  EVERY OFFICE. CAPACITY OR 
RELATIONSHIP I N  WHICH THE PERSON WAS DESCRIBED I N  THE REGISTRATION STATEMENT 
AS ACTING OR AGREEING TO ACT. 

(b) HAD ADVISED THE ISSUER AN0 EITHER THE COMMISSION OR THE SECURITIES 
AND EXCHANGE COMMISSION I N  WRITING THAT THE PERSON HA0 TAKEN THE ACTION AN0 
THAT THE PERSON WOULD NOT B E  RESPONSIBLE FOR THAT PART OF THE REGISTRATION 
STATEMENT. 

2 .  I F  THAT PART OF THE REGISTRATION STATEMENT BECAME EFFECTIVE WITHOUT 
THE PERSON'S KNOWLEDGE. UPON BECOMING AWARE OF THAT FACT THE PERSON FORTHWITH 
ACTED AN0 ADVISED EITHER THE COMMISSION OR THE SECURITIES AN0 EXCHANGE 
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COMMISSION. I N  ACCORDANCE WITH PARAGRAPH 1 OF T H I S  SUBSECTION AND GAVE 
REASONABLE PUBLIC NOTICE THAT THE PART OF THE REGISTRATION STATEMENT HA0  
BECOME EFFECTIVE WITHOUT THE PERSON'S KNOWLEDGE. 

3. REGARDING ANY PART OF THE REGISTRATION STATEMENT: 
( a )  NOT PURPORTING TO BE MAOE ON THE AUTHORITY OF AN EXPERT AND NOT 

PURPORTING TO BE A COPY OF OR EXTRACT FROM A REPORT OR VALUATION OF AN 
EXPERT. AN0 NOT PURPORTING TO BE MAOE ON THE AUTHORITY OF A P U B L I C  O F F I C I A L  
OOCUMENT OR STATEMENT. THE PERSON HA0 AFTER REASONABLE INVESTIGAT ION 
REASONABLE GROUNOS TO BEL IEVE AN0 D I D  B E L I E V E  AT  THE T I M E  THAT PART OF THE 
REGISTRATION STATEMENT BECAME EFFECTIVE. THAT THE STATEMENTS I N  THAT PART OF 
THE REGISTRATION STATEMENT WERE TRUE AND THAT THERE WAS NO OMISSION TO STATE 
A MATERIAL FACT REOUIREO TO BE STATED OR NECESSARY TO MAKE THE STATEMENTS NOT 
MISLEAOING.  

( b )  PURPORTING TO BE MADE UPON THE PERSON'S AUTHORITY AS AN EXPERT OR 
PURPORTING TO BE A COPY OF OR EXTRACT FROM A REPORT OR VALUATION OF THE 
PERSON AS AN EXPERT EITHER OF THE FOLLOWING: 

(i) THE PERSON HAD AFTER REASONABLE INVESTIGAT ION REASONABLE GROUNDS 
TO B E L I E V E  AND D I D  BEL IEVE AT THE T I M E  THAT PART OF THE REGISTRATION 
STATEMENT BECAME EFFECTIVE THAT THE STATEMENTS CONTAINED I N  THAT PART OF THE 
REGISTRATION STATEMENT WERE TRUE AND THAT THERE WAS NO OMISSION TO STATE A 
MATERIAL FACT REQUIRED TO BE STATED OR NECESSARY TO MAKE THE STATEMENTS NOT 
MISLEADING.  

(ii) THAT PART OF THE REGISTRATION STATEMENT D I D  NOT F A I R L Y  REPRESENT 
THE PERSON'S STATEMENT AS AN EXPERT OR WAS NOT A F A I R  COPY OF OR EXTRACT FROM 
THE PERSON'S REPORT OR VALUATION AS AN EXPERT. 

( c )  PURPORTING TO BE MADE ON THE AUTHORITY OF ANOTHER EXPERT OR 
PURPORTING TO BE A COPY OF OR EXTRACT FROM A REPORT OR VALUATION OF ANOTHER 
EXPERT. THE PERSON HAD NO REASONABLE GROUNOS TO B E L I E V E  AND 0 1 0  NOT BEL IEVE 
AT THE T I M E  THAT PART OF THE REGISTRATION STATEMENT BECAME EFFECTIVE THAT THE 
STATEMENTS I N  THAT PART OF THE REGISTRATION STATEMENT WERE UNTRUE OR THAT 
THERE WAS AN OMISSION TO STATE A MATERIAL FACT REQUIRED TO BE STATED OR 
NECESSARY TO MAKE THE STATEMENTS NOT MISLEAOING.  OR THAT PART OF THE 
REGISTRATION STATEMENT D I D  NOT FA IRLY  REPRESENT THE STATEMENT OF THE EXPERT 
OR WAS NOT A F A I R  COPY OF OR EXTRACT FROM THE REPORT OR VALUATION OF THE 
EXPERT. 

( d l  PURPORTING TO BE A STATEMENT MADE BY AN O F F I C I A L  OR PURPORTING TO 
B E  A COPY OF OR EXTRACT FROM A PUBL IC  O F F I C I A L  OOCUMENT. THE PERSON HAD NO 
REASONABLE GROUNOS TO BELIEVE AND D I D  NOT B E L I E V E  AT THE T I M E  THAT PART OF 
THE REGISTRATION STATEMENT BECAME EFFECTIVE THAT THE STATEMENTS WERE UNTRUE 
OR THAT THERE WAS AN OMISSION TO STATE A MATERIAL FACT REQUIRED TO BE STATED 
OR NECESSARY TO MAKE THE STATEMENTS NOT MISLEAOING. OR THAT PART OF THE 
REGISTRATION STATEMENT D I D  NOT F A I R L Y  REPRESENT THE STATEMENT MADE BY THE 
O F F I C I A L  OR WAS NOT A F A I R  COPY OF OR EXTRACT FROM THE P U B L I C  O F F I C I A L  
OOCUMENT. 
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0. I N  DETERMINING FOR THE PURPOSES OF SUBSECTION C, PARAGRAPH 3 WHAT 
CONSTITUTES REASONABLE INVESTIGAT ION AND REASONABLE GROUNDS FOR B E L I E F ,  THE 
STANDARD OF REASONABLENESS I S  THE STANDARD REQUIRED OF A PRUDENT PERSON I N  
THE MANAGEMENT OF THE PERSON'S OWN PROPERTY. 

E. I F  ANY PERSON BECOMES AN UNDERWRITER OF THE SECURITY AFTER THE PART 
OF THE REGISTRATION STATEMENT WITH RESPECT TO WHICH THE PERSON'S L I A B I L I T Y  
I S  ASSERTED BECOMES EFFECTIVE. FOR THE PURPOSES OF SUBSECTION C. PARAGRAPH 
3 THAT PART OF THE REGISTRATION STATEMENT SHALL BE CONSIDERED EFFECTIVE WITH 
RESPECT TO THE PERSON AS OF THE DATE THE PERSON BECAME AN UNDERWRITER. 

F.  I F  THE DEFENDANT PROVES THAT ANY PORTION OR A L L  OF THE OAMAGES 
REPRESENTS AN AMOUNT OTHER THAN THE DEPRECIATION I N  VALUE OF THE SECURITY 
RESULTING FROM THE STATEMENT DESCRIBED IN SUBSECTION A. THE PORTION OR ALL 
OF THE OAMAGES ARE NOT RECOVERABLE. THE ACTION AUTHORIZED UNDER SUBSECTION 
A OR B MAY BE TO RECOVER THE DAMAGES REPRESENTED BY THE DIFFERENCE BETWEEN 
THE AMOUNT P A I D  FOR THE SECURITY.  NOT TO EXCEED THE PRICE  AT WHICH THE 
SECURITY WAS OFFERED TO THE PUBL IC .  AND ANY OF THE FOLLOWING: 

1. THE VALUE OF THE SECURITY AS OF THE T I M E  THE ACTION WAS BROUGHT. 
2. THE PRICE AT WHICH THE SECURITY WAS DISPOSED OF I N  THE MARKET 

BEFORE THE ACTION WAS BROUGHT. 
3 .  THE PRICE AT  WHICH THE SECURITY WAS DISPOSED OF AFTER THE ACTION 

BUT BEFORE JUDGMENT I F  THE DAMAGES ARE LESS THAN THEY WOULD BE I F  DETERMINED 
UNDER PARAGRAPH 1 OF T H I S  SUBSECTION. 

G. UNLESS THE UNDERWRITER HAS KNOWINGLY RECEIVED DIRECTLY OR 
INDIRECTLY FROM THE ISSUER FOR ACTING AS AN UNDERWRITER SOME BENEFIT I N  WHICH 
ALL  OTHER UNDERWRITERS S I M I L A R L Y  SITUATED D I D  NOT SHARE I N  PROPORTION TO 
THEIR  RESPECTIVE INTERESTS I N  THE UNDERWRITING. THE UNDERWRITER I S  NOT L I A B L E  
I N  ANY ACTION OR AS A CONSEQUENCE OF AN ACTION BROUGHT UNDER SUBSECTION A FOR 
OAMAGES GREATER THAN THE TOTAL PRICE AT WHICH THE SECURITIES UNDERWRITTEN BY 
THE UNDERWRITER AND D ISTRIBUTED TO THE PUBL IC  WERE OFFERED TO THE PUBLIC. 

H. I N  ANY ACTION UNDER T H I S  SECTION THE COURT MAY R E W I R E  AN 
UNDERTAKING FOR THE PAYMENT OF THE COSTS OF THE ACTION. INCLUDING REASONABLE 
ATTORNEYS FEES. I F  JUDGMENT I S  RENDERED AGAINST A PARTY ON THE MOTION OF THE 
OTHER PARTY. THE COSTS MAY BE ASSESSED I N  FAVOR OF THE PARTY WHETHER OR NOT 
THE UNDERTAKING HAS BEEN REQUIRED I F  THE COURT B E L I E V E S  THE ACTION OR THE 
DEFENSE TO HAVE BEEN WITHOUT MERIT .  I N  AN AMOUNT SUFF IC IENT  TO REIMBURSE THE 
PARTY FOR THE REASONABLE EXPENSES INCURRED BY THE PARTY I N  CONNECTION WITH 
THE ACTION. THE COSTS AWARDED ARE TAXABLE I N  THE MANNER USUALLY PROVIDED FOR 
TAXING OF COSTS I N  THE COURT I N  WHICH THE ACTION WAS HEARD. 

I. ANY OR A L L  OF THE PERSONS S P E C I F I E D  I N  SUBSECTION A SHALL BE 
JO INTLY  AND SEVERALLY L I A B L E .  EVERY PERSON WHO BECOMES L I A B L E  FOR ANY 
PAYMENT UNDER T H I S  SECTION MAY RECOVER CONTRIBUTION FROM ANY PERSON WHO. I F  
SUED SEPARATELY. WOULD HAVE BEEN L I A B L E  FOR THE SAME PAYMENT. UNLESS THE 
PERSON WHO HAS BECOME L I A B L E  ALSO I S  GUILTY OF FRAUDULENT MISREPRESENTATION 
UNDER FEDERAL SECURITIES LAWS AND THE OTHER PERSON I S  NOT. 
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J. THE AMOUNT RECOVERABLE UNDER T H I S  SECTION SHALL NOT EXCEED THE 
PRICE A T  WHICH THE SECURITY WAS OFFEREO TO THE PUBLIC.  

4 4 - 1 9 9 8 .  O f f e r s  a n d  s a l e s :  l i a b i l i t y  
A. I N  ANY CASE RELATING TO SECURITIES OFFEREO OR SOLO W I T H I N  OR FROM 

T H I S  STATE. ANY PERSON WHO OFFERS OR SELLS A SECURITY BY MEANS OF A 
PROSPECTUS OR ORAL COMMUNICATION THAT INCLUDES AN UNTRUE STATEMENT OF A 
M A T E R I A L  FACT OR OMITS TO STATE A MATERIAL FACT NECESSARY I N  ORDER TO MAKE 
THE STATEMENTS. I N  L IGHT  OF THE CIRCUMSTANCES UNDER WHICH THEY WERE MADE, NOT 
M I S L E A D I N G  I S  L I A B L E  TO THE PURCHASER OF THE SECURITY FROM THAT PERSON. AS 
LONG AS THE PURCHASER 0 1 0  NOT KNOW OF THE UNTRUTH OR OMISSION. AS PROVIDED 
BY T H I S  SECTION.  THE PURCHASER MAY BRING AN ACTION I N  ANY COURT OR 
ADMIN ISTRATIVE  FORUM OF COMPETENT J U R I S D I C T I O N  TO RECOVER THE CONSIDERATION 
P A I D  FOR THE SECURITY WITH INTEREST, MINUS THE AMOUNT OF ANY INCOME RECEIVED 
FROM THE SECURITY. ON THE TENDER OF THE SECURITY, OR FOR DAMAGES I F  THE 
PURCHASER NO LONGER OWNS THE SECURITY. THE PERSON HAS THE BUROEN OF PROOF 
THAT THE PERSON D I D  NOT KNOW AN0 I N  THE EXERCISE OF REASONABLE CARE COULD NOT 
HAVE KNOWN OF THE UNTRUTH OR OMISSION. I F  THE PERSON MEETS THE BUROEN OF 
PROOF. THE PERSON I S  NOT L IABLE .  T H I S  SUBSECTION APPL IES  NOTWITHSTANDING 
ANY EXEMPTION UNDER SECTION 77C OF THE SECURIT IES  ACT OF 1 9 3 3  ( 1 5  UNITED 
STATES CODE SECTIONS 7 7 a  THROUGH 7 7 b b b b ) .  EXCEPT FOR AN EXEMPTION UNDER 
SUBSECTION A. PARAGRAPH 2 OF THAT SECTION. AN0 NOTWITHSTANDING ANY EXEMPTION 
UNDER ART ICLE  4 OR 7 OF T H I S  CHAPTER, EXCEPT FOR SECTION 4 4 - 1 8 4 3 .  SUBSECTION 
A ,  PARAGRAPH 1. 

B.  I N  AN ACTION UNOER SUBSECTION A OF T H I S  SECTION. I F  THE PERSON WHO 
OFFEREO OR SOLO THE SECURITY PROVES THAT ANY PORTION OR A L L  OF THE AMOUNT 
RECOVERABLE UNDER SUBSECTION A OF T H I S  SECTION REPRESENTS AN AMOUNT OTHER 
THAN THE DEPRECIATION I N  VALUE OF THE SUBJECT SECURITY RESULTING FROM THE 
ASSERTED UNTRUTH OR OMISSION THE PORTION OR AMOUNT I S  NOT RECOVERABLE. 

4 4 - 1 9 9 9 .  C o n t r o l l i n q  o e r s o n s :  l i a b i l i t v  
EVERY PERSON WHO. BY OR THROUGH STOCK OPNERSHIP. AGENCY OR OTHERWISE 

OR WHO PURSUANT TO OR I N  CONNECTION WITH AN AGREEMENT OR UNDERSTANDING WITH 
ONE OR MORE OTHER PERSONS BY OR THROUGH STOCK OWNERSHIP. AGENCY OR OTHERWISE 
CONTROLS ANY PERSON L I A B L E  UNOER ART ICLE  1 3  OF T H I S  CHAPTER, OTHER THAN 
SECTIONS 4 4 - 1 9 9 1  OR 4 4 - 1 9 9 2 .  SHALL BE L I A B L E  J O I N T L Y  AND SEVERALLY WITH AN0 
TO THE SAME EXTENT AS THE CONTROLLEO PERSON TO ANY PERSON TO WHOM THE 
CONTROLLED PERSON I S  L I A B L E .  UNLESS THE CONTROLLING PERSON HA0 NO KNOWLEDGE 
OF OR REASONABLE GROUNDS TO BEL IEVE I N  THE EXISTENCE OF THE FACTS BY REASON 
OF WHICH THE L I A B I L I T Y  OF THE CONTROLLEO PERSON I S  ALLEGED TO E X I S T .  EVERY 
PERSON WHO. OIRECTLY OR INOIRECTLY. CONTROLS ANY PERSON L I A B L E  FOR A 
V IOLAT ION OF SECTION 4 4 - 1 9 9 1  OR 4 4 - 1 9 9 2  SHALL BE L I A B L E  JOINTLY AN0 SEVERALLY 
WITH AN0 TO THE SAME EXTENT AS THE CONTROLLEO PERSON TO ANY PERSON TO WHOM 
THE CONTROLLED PERSON I S  L IABLE  UNLESS THE CONTROLLING PERSON ACTED I N  GOOD 
F A I T H  AN0 D I D  NOT OIRECTLY OR INOIRECTLY INDUCE THE ACT UNDERLYING THE 
ACTION. 
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4 4 - 2 0 0 0 .  Contrarv s t i o u l a t i o n s  vo id  
ANY CONDIT ION.  S T I P U L A T I O N  OR P R O V I S I O N  B I N D I N G  ANY PERSON A C Q U I R I N G  

ANY SECURITY TO WAIVE COMPLIANCE WITH ANY P R O V I S I O N  OF T H I S  CHAPTER OR T I T L E  
4 4 .  CHAPTER 1 3  OR OF THE RULES OF THE COMMISSION I S  VOID.  

Sec.-  6 .  S e c t i o n  4 4 - 2 0 0 3 .  Arizona Revised S t a t u t e s .  i s  amended t o  read: 
4 4 - 2 0 0 3 .  J o i n t  and s e v e r a l  l i a b i l i t y  o f  o f f e n d i n o  s e l l e r s  and 

p u r c h a s e r s :  o r o o o r t i o n a t e  '1 i a b i l  i t v :  d e t e r m i n a t i o n  
o f  r e s o o n s i b i l i t v :  u n c o l l e c t i b l e  s h a r e :  s e t t l e m e n t  
d i s c h a r g e :  1 i m i t a t i o n  on a c t i o n s :  d e f i n i t i o n s  

A. SUBJECT TO THE PROVISIONS OF T H I S  SECTION,  an a c t i o n  brought under 
+eeH+n+ SECTION 4 4 - 2 0 0 1  e ~ .  4 4 - 2 0 0 2  OR 4 4 - 2 0 3 2  may be brought a g a i n s t  any 
person ,  i n c l u d i n g  any d e a l e r .  salesman o r  a g e n t .  who made, p a r t i c i p a t e d  i n  
or  induced the  unlawful s a l e  o r  purchase ,  and such p e r s o n s  s h a l l  be j o i n t l y  
and s e v e r a l l y  l i a b l e  t o  t h e  purchaser  o r  s e l l e r  e n t i t l e d  t o  mainta in  such 
a c t i o n .  NO PERSON S H A L L  BE DEEMED TO HAVE P A R T I C I P A T E D  I N  ANY S A L E  OR 
PURCHASE SOLELY BY REASON OF H A V I N G  ACTED I N  THE ORDINARY COURSE OF T H A T  
PERSON'S PROFESSIONAL CAPACITY I N  CONNECTION W I T H  T H A T  S A L E  OR PURCHASE. 

B .  ANY COVERED PERSON A G A I N S T  WHOM A F I N A L  JUDGMENT I S  ENTERED I N  A 
P R I V A T E  ACTION I S  J O I N T L Y  AND SEVERALLY L I A B L E  FOR DAMAGES ONLY I F  THE T R I E R  
OF FACT DETERMINES THAT THE COVEREO PERSON RECKLESSLY OR KNOWINGLY COMMITTED 
A V I O L A T I O N  OF T H I S  CHAPTER. 

C. A COVERED PERSON A G A I N S T  WHOM A F I N A L  JUDGMENT I S  ENTERED I N  A 
P R I V A T E  ACTION I S  L I A B L E  SOLELY FOR THE PORTION OF THE JUDGMENT T H A T  
CORRESPONDS TO THE PERCENTAGE OF R E S P O N S I B I L I T Y  O F  THE COVEREO PERSON AS 
PRESCRIBED I N  SUBSECTION 0 OF T H I S  SECTION.  I N  ANY CASE I N  WHICH A 
CONTRACTUAL R E L A T I O N S H I P  PERMITS.  A COVERED PERSON WHO P R E V A I L S  I N  ANY 
P R I V A T E  ACTION MAY RECOVER THE ATTORNEY FEES AND COSTS OF THAT COVEREO PERSON 
FOR THE P R I V A T E  ACTION.  

D.  THE COURT I N  A P R I V A T E  A C T I O N  S H A L L  I N S T R U C T  T H E  JURY TO ANSWER 
S P E C I A L  INTERROGATORIES.  OR I F  THERE I S  NO JURY.  MAKE F I N D I N G S .  FOR EACH 
COVEREO PERSON A N 0  ANY OTHER PERSON THE P A R T I E S  C L A I M  TO HAVE CAUSED OR 
CONTRIBUTED TO THE LOSS INCURREO BY THE P L A I N T I F F .  I N C L U D I N G  ANY PERSON WHO 
HAS ENTERED I N T O  A SETTLEMENT W I T H  THE P L A I N T I F F  OR P L A I N T I F F S .  CONCERNING 
EACH OF THE FOLLOWING: 

1. WHETHER THE PERSON COMMITTED A V I O L A T I O N  O F  T H I S  CHAPTER. 
2. THE PERCENTAGE OF R E S P O N S I B I L I T Y  O F  T H E  PERSON. MEASURED A S  A 

PERCENTAGE OF THE TOTAL FAULT OF A L L  PERSONS WHO CAUSED OR CONTRIBUTED TO T H E  
LOSS INCURREO BY THE P L A I N T I F F .  

3. WHETHER THE PERSON KNOWINGLY COMMITTED A V I O L A T I O N  OF T H I S  CHAPTER. 
E. THE RESPONSES TO THE INTERROGATORIES OR F I N D I N G S  UNDER SUBSECTION 

D OF T H I S  SECTION S H A L L  S P E C I F Y  THE TOTAL AMOUNT OF DAMAGES THAT T H E  
P L A I N T I F F  I S  E N T I T L E D  TO RECOVER AN0 THE PERCENTAGE O F  R E S P O N S I B I L I T Y  OF EACH 
COVEREO PERSON FOUND TO HAVE CAUSED OR CONTRIBUTED TO T H E  LOSS INCURRED BY 
THE P L A I N T I F F  OR P L A I N T I F F S .  I N  DETERMINING THE PERCENTAGE OF R E S P O N S I B I L I T Y  
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UNDER T H I S  SECTION. THE T R I E R  OF FACT SHALL CONSIDER BOTH THE NATURE AND 
EXTENT OF: 

1. THE CONDUCT OF EACH COVERED PERSON FOUND TO HAVE CAUSED OR 
CONTRIBUTED TO THE LOSS INCURRED BY THE P L A I N T I F F  OR P L A I N T I F F S .  

2 .  THE CAUSAL RELATIONSHIP BETWEEN THE CONDUCT OF EACH COVEREO PERSON 
AND THE DAMAGES INCURRED BY THE P L A I N T I F F  OR PLA INT IFFS .  

F.  NOTWITHSTANDING SUBSECTION C OF T H I S  SECTION. ON A MOTION MADE 
W I T H I N  S I X  MONTHS AFTER A F I N A L  JUOGMENT I S  ENTERED I N  ANY PRIVATE ACTION, 
I F  THE COURT DETERMINES THAT A L L  OR PART OF THE SHARE OF THE JUOGMENT OF THE 
COVEREO PERSON I S  NOT COLLECTIBLE AGAINST THAT COVEREO PERSON AND I S  ALSO NOT 
COLLECTIBLE AGAINST A COVEREO PERSON DESCRIBED I N  SUBSECTION B OF T H I S  
SECTION.  EACH COVEREO PERSON DESCRIBED I N  SUBSECTION C OF T H I S  SECTION I S  
L I A B L E  FOR THE UNCOLLECTIBLE SHARE AS FOLLOWS: 

1. EACH COVERED PERSON I S  J O I N T L Y  AND SEVERALLY L I A B L E  FOR THE 
UNCOLLECTIBLE SHARE I F  THE P L A I N T I F F  ESTABLISHES THAT THE P L A I N T I F F  I S  AN 
I N D I V I D U A L  WHOSE RECOVERABLE DAMAGES UNDER THE F I N A L  JUDGMENT ARE GREATER 
THAN TEN PER CENT OF THE NET WORTH OF THE P L A I N T I F F .  AND THE P L A I N T I F F ' S  NET 
WORTH I S  LESS THAN TWO HUNDRED THOUSAND DOLLARS, EXCLUDING THE VALUE OF THE 
P L A I N T I F F ' S  OWNED PRIMARY RESIDENCE. 

2. WITH RESPECT TO ANY P L A I N T I F F  NOT DESCRIBED I N  PARAGRAPH 1 OF T H I S  
SUBSECTION. EACH COVERED PERSON I S  L I A B L E  FOR THE UNCOLLECTIBLE SHARE I N  
PROPORTION TO THE PERCENTAGE OF RESPONSIBIL ITY OF THAT COVEREO PERSON. EXCEPT 
THAT THE TOTAL L I A B I L I T Y  OF A COVEREO PERSON UNDER T H I S  SUBSECTION MAY NOT 
EXCEED F I F T Y  PER CENT OF THE PROPORTIONATE SHARE OF THAT COVEREO PERSON. AS 
DETERMINED UNDER SUBSECTION E OF T H I S  SECTION. 

G .  FOR PURPOSES OF SUBSECTION F OF T H I S  SECTION. NET WORTH I S  
DETERMINED AS OF THE OATE IMMEDIATELY PRECEDING THE OATE OF THE PURCHASE OR 
SALE BY THE P L A I N T I F F  OF THE SECURITY THAT I S  THE SUBJECT OF THE ACTION AND 
I S  EQUAL TO THE F A I R  MARKET VALUE OF ASSETS. MINUS L I A B I L I T I E S ,  INCLUDING THE 
NET VALUE OF THE P L A I N T I F F ' S  INVESTMENTS I N  REAL AND PERSONAL PROPERTY AND 
PERSONAL RESIDENCES. 

H. THE TOTAL PAYMENTS REOUIREO PURSUANT TO SUBSECTION F OF T H I S  
SECTION SHALL NOT EXCEED THE AMOUNT OF THE UNCOLLECTIBLE SHARE. A COVEREO 
PERSON AGAINST WHOM JUDGMENT I S  NOT COLLECTIBLE I S  SUBJECT TO CONTRIBUTION 
AND TO ANY CONTINUING L I A B I L I T Y  TO THE P L A I N T I F F  ON THE JUOGMENT. 

I. TO THE EXTENT THAT A COVERED PERSON I S  REOUIREO TO MAKE AN 
A D D I T I O N A L  PAYMENT PURSUANT TO SUBSECTION F OF T H I S  SECTION. THE COVEREO 
PERSON MAY RECOVER CONTRIBUTION FROM ANY OF THE FOLLOWING.OR ANY COMBINATION 
OF THE FOLLOWING: 

1. THE COVEREO PERSON ORIGINALLY L I A B L E  TO MAKE THE PAYMENT. 
2 .  ANY COVEREO PERSON L I A B L E  JO INTLY  AND SEVERALLY PURSUANT TO 

SUBSECTION B OF T H I S  SECTION. 
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3. ANY COVEREO PERSON WHO I S  HELD PROPORTIONATELY L I A B L E  PURSUANT TO 
T H I S  SECTION. WHO I S  L I A B L E  TO MAKE THE SAME PAYMENT AND WHO HAS P A I D  LESS 
THAN THE PERSON'S PROPORTIONATE SHARE OF THAT PAYMENT. 

4. ANY OTHER PERSON RESPONSIBLE FOR THE CONDUCT G I V I N G  R I S E  TO THE 
PAYMENT THAT WOULD HAVE BEEN L I A B L E  TO MAKE THE SAME PAYMENT. 

J. THE STANDARD FOR ALLOCATION OF DAMAGES UNDER SUBSECTIONS 8. C AND 
D OF T H I S  SECTION AN0 THE PROCEDURE FOR REALLOCATION OF UNCOLLECTIBLE SHARES 
UNDER SUBSECTION F OF T H I S  SECTION SHALL NOT BE DISCLOSED TO MEMBERS OF THE 
JURY. 

K. I F  A COVEREO PERSON SETTLES ANY PRIVATE ACTION AT  ANY T I M E  BEFORE 
A F I N A L  VERDICT OR JUDGMENT. THE COURT SHALL ENTER AN ORDER DISCHARGING THE 
COVERED PERSON FROM A L L  CLAIMS FOR CONTRIBUTION BROUGHT BY OTHER PERSONS. 
ON ENTRY OF THE SETTLEMENT BY THE COURT. THE COURT SHALL ENTER A BAR ORDER 
CONSTITUTING THE F I N A L  DISCHARGE OF A L L  OBLIGATIONS TO THE P L A I N T I F F  OF THE 
SETTLING COVEREO PERSON ARIS ING OUT OF THE ACTION. THE ORDER BARS A L L  FUTURE 
CLA IMS FOR CONTRIBUTION A R I S I N G  OUT OF THE ACTION BY: 

1. ANY PERSON AGAINST THE SETTLING COVERED PERSON. 
2. THE SETTLING COVERED PERSON AGAINST ANY PERSON. OTHER THAN A PERSON 

WHOSE L I A B I L I T Y  HAS BEEN EXTINGUISHED BY THE SETTLEMENT OF THE SETTL ING 
COVEREO PERSON. 

L .  I F  A COVERED PERSON ENTERS, I N T O  A SETTLEMENT WITH THE P L A I N T I F F  
BEFORE A F I N A L  VEROICT OR JUOGMENT. THE VEROICT OR JUOGMENT SHALL BE REDUCED 
BY THE GREATER OF EITHER: 

1. THE AMOUNT THAT CORRESPONDS TO THE PERCENTAGE OF RESPONSIB IL ITY  OF 
THAT COVEREO PERSON. 

2.  THE AMOUNT P A I D  TO THE P L A I N T I F F  BY THAT COVEREO PERSON. 
M. EXCEPT AS PROVIDED I N  SUBSECTION K OF T H I S  SECTION. A COVERED 

PERSON WHO BECOMES JOINTLY AN0 SEVERALLY L I A B L E  FOR DAMAGES I N  ANY PRIVATE 
ACTION MAY RECOVER CONTRIBUTION FROM ANY OTHER PERSON WHO. I F  J O I N E D  I N  THE 
O R I G I N A L  ACTION. WOULD HAVE BEEN L I A B L E  FOR THE SAME DAMAGES. A C L A I M  FOR 
CONTRIBUTION SHALL BE DETERMINED BASED ON THE PERCENTAGE OF R E S P O N S I B I L I T Y  
OF THE CLAIMANT AN0 OF EACH PERSON AGAINST WHOM A CLA IM FOR CONTRIBUTION I S  
MADE. 

N. I N  ANY PRIVATE ACTION DETERMINING L I A B I L I T Y .  AN ACTION FOR 
CONTRIBUTION SHALL BE BROUGHT WITHIN  S I X  MONTHS AFTER THE ENTRY OF A F INAL .  
NONAPPEALABLE JUDGMENT I N  THE ACTION. EXCEPT THAT AN ACTION FOR CONTRIBUTION 
BROUGHT BY A COVEREO PERSON WHO WAS R E W I R E D  TO MAKE AN A D D I T I O N A L  PAYMENT 
PURSUANT TO SUBSECTION F OF T H I S  SECTION MAY BE BROUGHT W I T H I N  S I X  MONTHS 
AFTER THE DATE ON WHICH THE PAYMENT WAS MADE. 

0 .  FOR PURPOSES OF T H I S  SECTION. RECKLESS CONDUCT BY A COVEREO PERSON 
DOES NOT CONSTITUTE A KNOWING V IOLAT ION OF T H I S  CHAPTER BY THE COVERED 
PERSON. 
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P. FOR THE PURPOSES OF T H I S  SECTION: 
1. "COVERED PERSON" MEANS A DEFENDANT I N  ANY PRIVATE ACTION A R I S I N G  

UNDER SECTIONS 4 4 - 1 9 9 1  AND 4 4 - 1 9 9 2  OR A DEFENDANT WHO I S  AN OUTSIDE DIRECTOR 
I N  A PRIVATE ACTION A R I S I N G  UNDER SECTION 4 4 - 1 9 9 7 .  

2 .  "KNOWINGLY COMMITTED A V I O L A T I O N  OF T H I S  CHAPTER" MEANS EITHER: 
( a )  I N  AN ACTION THAT I S  BASED ON AN UNTRUE STATEMENT OF MATERIAL FACT 

OR OMISSION OF A MATERIAL FACT NECESSARY TO MAKE THE STATEMENT NOT 
MISLEADING, THE COVERED PERSON MAKES AN UNTRUE STATEMENT OF A MATERIAL FACT 
WITH ACTUAL KNOWLEDGE THAT THE REPRESENTATION I S  FALSE OR OMITS THE STATEMENT 
OF A FACT NECESSARY I N  ORDER TO MAKE THE STATEMENT MADE NOT MISLEADING. WITH 
ACTUAL KNOWLEDGE THAT. AS A RESULT OF THE OMISSION. ONE OF THE MATERIAL 
REPRESENTATIONS OF THE COVERED PERSON I S  FALSE AND OTHER PERSONS ARE L I K E L Y  
TO REASONABLY RELY ON THAT MISREPRESENTATION OR OMISSION. 

( b )  I N  AN ACTION THAT I S  BASED ON ANY CONDUCT THAT I S  NOT DESCRIBED 
I N  S U B D I V I S I O N  ( a ) .  THE COVERED PERSON ENGAGES I N  CONDUCT WITH ACTUAL 
KNOWLEDGE OF THE FACTS AND CIRCUMSTANCES THAT MAKE THE CONDUCT OF THAT 
COVERED PERSON A V IOLAT ION OF T H I S  CHAPTER. 

Sec. 7 .  Section 4 4 - 2 0 0 4 .  Arizona Revised S t a t u t e s .  i s  amended t o  
read: 

4 4 - 2 0 0 4 .  Limitation of c i v i l  a c t i o n s  
A. No c i v i l  ac t ion  s h a l l  be maintained under t h i s  a r t i c l e  t o  enforce  

any l i a b i l i t y  BASED ON a  v i o l a t i o n  of sec t ion  4 4 - 1 8 4 1  or 4 4 - 1 8 4 2  
unless  brought within one year  a f t e r  s-&eb THE v i o l a t i o n  occurs.  

B. EXCEPT AS PROVIDED I N  SUBSECTION C OF T H I S  SECTION, no c i v i l  act ion 
s h a l l  be brought under t h i s  a r t i c l e  t o  en fo rce  any l i a b i l i t y  
BASED ON a  v i o l a t i o n  of a r t i c l e  13 un les s  brought within two years  a f t e r  
discovery of t h e  f raudulent  p r a c t i c e  n p e ~  ON which t h e  l i a b i l i t y  i s  i%dd 
BASED, or a f t e r  +tiel+ THE discovery should have been made by the  exerc ise  of 
reasonable di 1  i gence. 

C. NO C I V I L  ACTION SHALL BE BROUGHT UNDER T H I S  ARTICLE TO ENFORCE ANY 
L I A B I L I T Y  BASED ON A VIOLATION OF SECTION 4 4 - 1 9 9 7  OR 4 4 - 1 9 9 8  UNLESS BROUGHT 
WITHIN  ONE YEAR AFTER THE DISCOVERY OF THE UNTRUE STATEMENT OR THE OMISSION 
OR AFTER THE DISCOVERY SHOULD HAVE BEEN MADE BY THE EXERCISE OF REASONABLE 
DIL IGENCE.  NO ACTION SHALL BE BROUGHT TO ENFORCE A L I A B I L I T Y  CREATED UNDER 
SECTION 4 4 - 1 9 9 7  MORE THAN THREE YEARS AFTER THE SECURITY WAS BONA F I D E L Y  
OFFERED TO THE PUBL IC  OR UNDER SECTION 4 4 - 1 9 9 8  MORE THAN THREE YEARS AFTER 
THE SALE. 

Sec. 8 .  Section 4 4 - 2 0 5 4 .  Arizona Revised S ta tu t e s .  i s  amended t o  read: 
4 4 - 2 0 5 4 .  Caoital markets account: loans :  reoavment: a l locat ion;  

reoott 
A. The commerce and economic development commission, on request of t h e  

d i r e c t o r  of t h e  s e c u r i t i e s  d iv i s ion  of t h e  corporat ion commission. sha l l  make 
one o r  more loans .  i f  i t  be l ieves  such loans  a r e  prudent,  from the  c a p i t a l  
markets account t o  any corpora t ion  f o r  t h e  purpose of e s t ab l i sh ing  an 
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exchange l o c a t e d  i n  Ar izona.  subsequent expansion o r  improvement o f  t h e  
exchange o r  f u n d i n g  any o p e r a t i n g  d e f i c i t s .  Monies bor rowed f r o m  t h e  
commerce and economic development commission may be used f o r  t h e  purpose o f  
deve lop ing  an exchange, i n c l u d i n g  a c q u i r i n g  necessary  computer hardware and 
s o f t w a r e  and te lecommun ica t ions  equipment, r e n t i n g  space, h i  r i n g  s t a f f .  
o b t a i n i n g  r e g i s t r a t i o n  o f  an exchange w i t h  t h e  U n i t e d  S t a t e s  s e c u r i t i e s  and 
exchange commission. f u n d i n g  i n i t i a l  o p e r a t i n g  d e f i c i t s ,  a c q u i r i n g  l i s t i n g s  
and m a r k e t i n g  t h e  exchange's s e r v i c e s  and a l l  o t h e r  necessary o r  a p p r o p r i a t e  
purposes f o r  c r e a t i o n  and o p e r a t i o n  o f  a s e c u r i t i e s  exchange. The commerce 
and economic development commi s s i o n  may impose c o n d i t i o n s  and r e s t r i c t i o n s  
on t h e  l o a n  as i t  deems necessary and i n  t h e  p u b l i c  i n t e r e s t .  

8. Revenues o f  an exchange r e c e i v i n g  one o r  more l o a n s  under  
subsec t ion  A o f  t h i s  s e c t i o n ,  a f t e r  payment o f  a l l  o p e r a t i n g  expenses. s h a l l  
be used t o  repay loans  f rom t h e  c a p i t a l  markets account. A l l  l o a n  repayments 
and f e e s  c o l l e c t e d  f rom s e c t i o n  44-1843. s e c t i o n  44-1861. s u b s e c t i o n s  C and 
E and s e c t i o n  44-1892, paragraph 3 s h a l l  be used by t h e  commerce and economic 
development commission f o r  t h e  purposes p r e s c r i b e d  by  s e c t i o n  41-1505.07. 
except  t h a t  each y e a r  on January 2. W FIVE hundred +kW thousand d o l l a r s  
s h a l l  be t r a n s f e r r e d  f rom t h e  account  t o  t h e  s e c u r i t i e s  r e g u l a t o r y  and 
enforcement f u n d  e s t a b l i s h e d  by s e c t i o n  44-2039 f o r  t h e  purpose o f  ENFORCING 
THIS CHAPTER AND TITLE 44, CHAPTER 13 AN0 r e g u l a t i n g  t h e  exchange and 
o p e r a t i n g  t h e  p u b l i c  r e f e r e n c e  rooms e s t a b l i s h e d  by  s e c t i o n  44-2055. The 
d i r e c t o r  s h a l l  a b s t a i n  f rom a l l  vo tes  o f  t h e  commerce and economic 
development commission r e l a t i n g  t o  l oans  t o  a c o r p o r a t i o n  f o r  t h e  purpose o f  
e s t a b l i s h i n g  a s e c u r i t i e s  exchange. 

C. Each y e a r .  on o r  b e f o r e  January 15. A p r i l  15. J u l y  15 and Oc tober  
15, t h e  commerce and economic development commission s h a l l  f i l e  w i t h  t h e  
governor ,  w i t h  cop ies  t o  t h e  d i r e c t o r  o f  t h e  depar tment  o f  a d m i n i s t r a t i o n ,  
t h e  p r e s i d e n t  o f  t h e  senate.  t h e  speaker o f  t h e  house o f  r e p r e s e n t a t i v e s  and 
t h e  cha i rman o f  t h e  c o r p o r a t i o n  commission, a f u l l  and comple te  accoun t  o f  
t h e  r e c e i p t s  and disbursements from t h e  c a p i t a l  markets  accoun t  i n  t h e  
p r e v i o u s  q u a r t e r .  

Sec. 9. T i t l e  44. chap te r  12. Ar izona Revised S t a t u t e s ,  i s  amended by 
add ing  a r t i c l e s  1 8  and 19. t o  read:  

ARTICLE 18. PRIVATE SECURITIES LITIGATION 
44-2081. P r i v a t e  s e c u r i t i e s  c l a s s  a c t i o n  l i t i q a t i o n  
A. THIS SECTION APPLIES I N  EACH PRIVATE ACTION THAT ARISES UNDER THIS 

CHAPTER AND THAT I S  BROUGHT AS A PLAINTIFF CLASS ACTION PURSUANT TO THE 
ARIZONA RULES OF CIV IL  PROCEDURE OR ANY FEDERAL OR OTHER JURISDICTIONAL 
COUNTERPART TO THE RULES. 

B. EACH PLAINTIFF SEEKING TO SERVE AS A REPRESENTATIVE PARTY ON BEHALF 
OF A CLASS SHALL PROVIDE A SWORN CERTIFICATION TO THE COURT THAT I S  SIGNED 
BY THE PLAINTIFF. FILED WITH THE COMPLAINT AND INCLUDES A STATEMENT THAT: 
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1. THE P L A I N T I F F  HAS REVIEWED THE COMPLAINT AND HAS AUTHORIZED I T S  
F I L I N G .  

2 .  THE P L A I N T I F F  D I D  NOT PURCHASE THE SECURITY THAT I S  THE SUBJECT OF 
THE COMPLAINT AT THE D IRECTION OF THE P L A I N T I F F ' S  COUNSEL OR I N  ORDER TO 
PARTICIPATE I N  ANY PRIVATE ACTION A R I S I N G  UNDER T H I S  CHAPTER. 

3 .  THE P L A I N T I F F  I S  W I L L I N G  TO SERVE AS A REPRESENTATIVE PARTY ON 
BEHALF OF A CLASS. INCLUDING PROVIDING TESTIMONY AT A DEPOSITION OR T R I A L .  

4: SETS FORTH A L L  OF THE P L A I N T I F F ' S  TRANSACTIONS INVOLVING THE 
SECURITY THAT I S  THE SUBJECT OF THE COMPLAINT DURING THE CLASS PERIOD 
SPECIF IED  I N  THE COMPLAINT. 

5 .  I D E N T I F I E S  ANY OTHER ACTION UNDER T H I S  CHAPTER. THE SECURITIES ACT 
OF 1 9 3 3  ( 1 5  UNITED STATES CODE SECTIONS 77a THROUGH 77bbbb) OR THE SECURITIES 
EXCHANGE ACT OF 1 9 3 4  ( 1 5  UNITED STATES CODE SECTIONS 7Ba  THROUGH 7811) F I L E D  
WITHIN THREE YEARS BEFORE THE P L A I N T I F F  SIGNS THE CERTIF ICAT ION I N  WHICH THE 
P L A I N T I F F  HAS SOUGHT TO SERVE AS A REPRESENTATIVE PARTY ON BEHALF OF A CLASS. 

6.  THE P L A I N T I F F  W I L L  NOT ACCEPT ANY PAYMENT FOR SERVING AS A 
REPRESENTATIVE PARTY ON BEHALF OF A CLASS BEYOND THE P L A I N T I F F ' S  PRO RATA 
SHARE OF ANY RECOVERY. EXCEPT AS ORDERED OR APPROVED BY THE COURT I N  
ACCORDANCE WITH SUBSECTION J. 

C. THE C E R T I F I C A T I O N  F I L E D  PURSUANT TO SUBSECTION B I S  NOT A WAIVER 
OF THE ATTORNEY C L I E N T  P R I V I L E G E .  

0. WITH IN  TWENTY DAYS AFTER THE DATE ON WHICH THE COMPLAINT I S  F ILED.  
THE P L A I N T I F F  OR P L A I N T I F F S  SHALL PUBLISH,  I N  A WIDELY CIRCULATED NATIONAL 
BUSINESS-ORIENTED PUBLICATION OR WIRE SERVICE, A NOTICE A D V I S I N G  MEMBERS OF 
THE PURPORTED P L A I N T I F F  CLASS OF THE PENDENCY OF THE ACTION. THE CLAIMS 
ASSERTED AN0 THE PURPORTED CLASS PERIOD. THE NOTICE SHALL INCLUDE A 
STATEMENT THAT. W I T H I N  S I X T Y  DAYS AFTER THE DATE ON WHICH THE NOTICE I S  
PUBLISHED. ANY MEMBER OF THE PURPORTED CLASS MAY MOVE THE COURT TO SERVE AS 
LEAD P L A I N T I F F  OF THE PURPORTED CLASS. I F  MORE THAN ONE ACTION ON BEHALF OF 
A CLASS ASSERTING SUBSTANTIALLY THE SAME C L A I M  OR CLAIMS A R I S I N G  UNDER T H I S  
ARTICLE I S  F I L E D .  ONLY THE P L A I N T I F F  OR P L A I N T I F F S  I N  THE F I R S T  F I L E D  ACTION 
ARE REQUIRED TO PUBLISH THE NOTICE. THE NOTICE I S  I N  ADDIT ION TO ANY NOTICE 
REQUIRED PURSUANT TO THE ARIZONA RULES OF C I V I L  PROCEDURE OR ANY FEDERAL OR 
OTHER J U R I S D I C T I O N A L  COUNTERPART TO THE RULES. NOTWITHSTANDING T H I S  
SUBSECTION. THE COURT MAY NARROW THE GEOGRAPHIC SCOPE OF THE PUBLICATION OF 
THE NOTICE REOUIRED BY T H I S  SUBSECTION. I F  THE COURT FINDS THAT SUBSTANTIALLY 
A L L  MEMBERS OF THE CLASS WOULD RECEIVE NOTICE. 

E. W I T H I N  NINETY DAYS AFTER THE DATE ON WHICH A NOTICE I S  PUBLISHED 
UNDER SUBSECTION D THE COURT SHALL CONSIDER ANY MOTION MADE BY A PURPORTED 
CLASS MEMBER I N  RESPONSE TO THE NOTICE. INCLUDING ANY MOTION BY A CLASS 
MEMBER WHO I S  NOT I N D I V I D U A L L Y  NAMED AS A P L A I N T I F F  I N  THE COMPLAINT OR 
COMPLAINTS. AND SHALL APPOINT THE MOST ADEQUATE P L A I N T I F F  AS LEAD PLA INT IFF .  
THE MOST ADEQUATE P L A I N T I F F  I S  THAT MEMBER OR MEMBERS OF THE PURPORTED 
P L A I N T I F F  CLASS THAT THE COURT DETERMINES TO BE MOST CAPABLE OF ADEQUATELY 
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REPRESENTING THE INTERESTS OF CLASS MEMBERS I N  ACCORDANCE WITH T H I S  
SUBSECTION. SUBJECT TO SUBSECTION F. THE COURT SHALL ADOPT A PRESUMPTION 
THAT THE MOST ADEQUATE P L A I N T I F F  I N  ANY PRIVATE ACTION A R I S I N G  UNDER T H I S  
CHAPTER I S  THE PERSON OR GROUP OF PERSONS THAT HAS EITHER F I L E D  THE COMPLAINT 
OR MADE A MOTION I N  RESPONSE TO A NOTICE UNDER SUBSECTION D. I N  THE 
DETERMINATION OF THE COURT HAS THE LARGEST F INANCIAL  INTEREST I N  THE R E L I E F  
SOUGHT BY THE CLASS AND OTHERWISE S A T I S F I E S  THE REQUIREMENTS OF RULE 23 OF 
THE ARIZONA RULES OF C I V I L  PROCEDURE OR ANY FEDERAL OR OTHER J U R I S D I C T I O N A L  
COUNTERPART TO THE RULES. 

F.  THE PRESUMPTION PRESCRIBED I N  SUBSECTION E MAY BE REBUTTED ONLY ON 
PROOF BY A MEMBER OF THE PURPORTED P L A I N T I F F  CLASS THAT THE PRESUMPTIVELY 
MOST ADEQUATE P L A I N T I F F  W I L L  NOT FA IRLY  AND ADEQUATELY PROTECT THE INTERESTS 
OF THE CLASS OR I S  SUBJECT TO UNIQUE DEFENSES THAT RENDER THAT P L A I N T I F F  
INCAPABLE OF ADEQUATELY REPRESENTING THE CLASS. A P L A I N T I F F  MAY CONDUCT 
DISCOVERY RELATING TO WHETHER A MEMBER OR MEMBERS OF THE PURPORTED P L A I N T I F F  
CLASS ARE THE MOST ADEQUATE P L A I N T I F F  I F  THE P L A I N T I F F  DEMONSTRATES A 
REASONABLE B A S I S  FOR A F INDING THAT THE PRESUMPTIVELY MOST ADEQUATE P L A I N T I F F  
I S  INCAPABLE OF ADEQUATELY REPRESENTING THE CLASS. 

G. I F  MORE THAN ONE ACTION ON BEHALF OF A CLASS ASSERTING 
SUBSTANTIALLY THE SAME CLA IM OR CLAIMS ARIS ING UNDER T H I S  CHAPTER HAS BEEN 
F I L E D .  AND ANY PARTY HAS SOUGHT TO CONSOLIDATE THOSE ACTIONS FOR PRETRIAL  
PURPOSES OR FOR T R I A L .  THE COURT SHALL NOT MAKE THE DETERMINATION REQUIRED 
BY SUBSECTION E U N T I L  AFTER THE DECIS ION ON THE MOTION TO CONSDLIDATE I S  
RENDERED. AS SOON AS PRACTICABLE AFTER THE DECISION I S  RENDERED. THE COURT 
SHALL APPOINT THE MOST ADEQUATE P L A I N T I F F  AS LEAO P L A I N T I F F  FOR THE 
CONSOLIDATED ACTIONS I N  ACCORDANCE WITH T H I S  SECTION. 

H.  SUBJECT TO THE APPROVAL OF THE COURT. THE MOST ADEQUATE P L A I N T I F F  
SHALL SELECT AND RETAIN COUNSEL TO REPRESENT THE CLASS. 

I. EXCEPT AS THE COURT PERMITS AND CONSISTENT WITH THE PURPOSES OF 
T H I S  SECTION. A PERSON MAY BE A LEAO P L A I N T I F F .  OR AN OFFICER. DIRECTOR OR 
F I D U C I A R Y  OF A LEAO P L A I N T I F F ,  I N  F I V E  OR FEWER SECURITIES CLASS ACTIONS 
DURING ANY THREE CONSECUTIVE YEARS BROUGHT AS P L A I N T I F F  CLASS ACTIONS 
PURSUANT TO THE ARIZONA RULES OF C I V I L  PROCEDURE OR ANY FEDERAL COUNTERPART 
TO THE RULES. 

J. THE SHARE OF ANY F I N A L  JUDGMENT OR OF ANY SETTLEMENT THAT I S  
AWARDED TO A REPRESENTATIVE PARTY SERVING ON BEHALF OF A CLASS SHALL B E  EQUAL 
ON A PER SHARE B A S I S  TO THE PORTION OF THE F I N A L  JUDGMENT OR SETTLEMENT 
AWARDED TO A L L  OTHER MEMBERS OF THE CLASS. NOTHING I N  T H I S  SUBSECTION L I M I T S  
THE AWARD OF REASONABLE COSTS AN0 EXPENSES. INCLUDING LOST WAGES. DIRECTLY 
RELATING TO THE REPRESENTATION OF THE CLASS TO ANY REPRESENTATIVE PARTY 
SERVING ON BEHALF OF A CLASS. 

K. THE TERMS AND PROVISIONS OF ANY SETTLEMENT AGREEMENT OF A CLASS 
ACT ION SHALL NOT BE F I L E D  UNOER SEAL. EXCEPT THAT ON A MOTION BY ANY PARTY 
TO THE SETTLEMENT. THE COURT MAY ORDER F I L I N G  UNOER SEAL FOR THOSE PORTIONS 



OF A SETTLEMENT AGREEMENT AS TO WHICH GOOD CAUSE I S  SHOWN FOR F I L I N G  UNOER 
SEAL. FOR PURPOSES OF T H I S  SUBSECTION. GOOD CAUSE E X I S T S  I F  PUBL ICAT ION OF 
A TERM OR PROVISION OF A SETTLEMENT AGREEMENT WOULD CAUSE DIRECT AND 
SUBSTANTIAL HARM TO ANY PARTY. 

L.  ATTORNEY FEES AN0 COSTS AWARDED BY THE COURT TO COUNSEL FOR THE 
P L A I N T I F F  CLASS SHALL NOT EXCEED A REASONABLE PERCENTAGE OF THE AMOUNT OF ANY 
OAMAGES AND PREJUDGMENT INTEREST ACTUALLY P A I D  TO THE CLASS. 

M. ANY PROPOSEO OR F I N A L  SETTLEMENT AGREEMENT THAT I S  PUBLISHEO OR 
DISSEMINATED TO THE CLASS SHALL INCLUOE A COVER PAGE SUMMARIZING THE 
INFORMATION CONTAINED I N  THE SETTLEMENT AGREEMENT AND: 

1. THE AMOUNT OF THE SETTLEMENT PROPOSED TO B E  D ISTRIBUTED TO THE 
PARTIES TO THE ACTION. DETERMINED I N  THE AGGREGATE AN0 ON AN AVERAGE PER 
SHARE BASIS.  

2 .  I F  THE SETTLING PARTIES AGREE ON THE AVERAGE AMOUNT OF DAMAGES PER 
SHARE THAT WOULD BE RECOVERABLE I F  THE P L A I N T I F F  PREVAILEO ON EACH CLA IM 
ALLEGED UNOER T H I S  CHAPTER. A STATEMENT CONCERNING THE AVERAGE AMOUNT OF THE 
POTENTIAL OAMAGES PER SHARE. 

3, I F  THE PARTIES DO NOT AGREE ON THE AVERAGE AMOUNT OF OAMAGES PER 
SHARE THAT WOULD BE RECOVERABLE I F  THE P L A I N T I F F  PREVAILEO ON EACH CLA IM 
ALLEGED UNOER T H I S  CHAPTER. A STATEMENT FROM EACH SETTL ING PARTY CONCERNING 
THE ISSUE OR ISSUES ON WHICH THE PARTIES DISAGREE. 

4 .  I F  ANY OF THE SETTLING PARTIES OR T H E I R  COUNSEL INTENDS TO APPLY 
TO THE COURT FOR AN AWARD OF ATTORNEY FEES OR COSTS FROM ANY FUND ESTABLISHED 
AS PART OF THE SETTLEMENT. A STATEMENT I N D I C A T I N G  WHICH PARTIES  OR COUNSEL 
INTEND TO MAKE THE APPLICATION.  THE AMOUNT OF FEES AND COSTS THAT WILL B E  
SOUGHT. INCLUDING THE AMOUNT OF THE FEES AND COSTS DETERMINED ON AN AVERAGE 
PER SHARE BASIS .  AND A B R I E F  EXPLANATION SUPPORTING THE FEES AND COSTS 
SOUGHT. THE COVER PAGE OF ANY NOTICE TO A PARTY OF ANY PROPOSEO OR F I N A L  
SETTLEMENT AGREEMENT SHALL INCLUOE A CLEAR SUMMARY OF THE INFORMATION 
PRESCRIBED BY T H I S  PARAGRAPH. 

5. THE NAME. TELEPHONE NUMBER AND ADDRESS OF ONE OR MORE 
REPRESENTATIVES OF COUNSEL FOR THE P L A I N T I F F  CLASS WHO W I L L  BE REASONABLY 
AVAILABLE  TO ANSWER QUESTIONS FROM CLASS MEMBERS CONCERNING ANY MATTER 
CONTAINED I N  ANY NOTICE OF SETTLEMENT PUBLISHEO OR DISSEMINATED TO THE CLASS. 

6. A BR IEF  STATEMENT E X P L A I N I N G  THE REASONS WHY THE PARTIES ARE 
PROPOSING THE SETTLEMENT. 

7. OTHER INFORMATION REQUIRED BY THE COURT. 
N. A STATEMENT MADE I N  ACCORDANCE WITH SUBSECTION M. PARAGRAPH 2 OR 

3 CONCERNING THE AMOUNT OF OAMAGES I S  NOT ADMISSIBLE I N  ANY FEDERAL OR STATE 
J U D I C I A L  ACTION OR ADMIN ISTRATIVE  PROCEEOING. OTHER THAN AN ACTION OR 
PROCEEOING ARIS ING OUT OF THE STATEMENT. 

0. I N  ANY PRIVATE ACTION A R I S I N G  UNDER T H I S  CHAPTER THAT I S  CERTIF IED  
AS A CLASS ACTION PURSUANT TO THE ARIZONA RULES OF C I V I L  PROCEDURE OR ANY 
FEDERAL OR OTHER J U R I S D I C T I O N A L  COUNTERPART TO THE RULES. THE COURT MAY 
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REQUIRE AN UNDERTAKING FROM THE ATTORNEYS FOR THE P L A I N T I F F  CLASS OR THE 
P L A I N T I F F  CLASS. OR BOTH, OR FROM THE ATTORNEYS FOR THE DEFENDANT OR THE 
DEFENDANT. OR BOTH. I N  THOSE PROPORTIONS AND AT  THOSE TIMES AS THE COURT 
DETERMINES ARE JUST AND EQUITABLE. FOR THE PAYMENT OF FEES AND EXPENSES THAT 
MAY BE AWARDED UNDER T H I S  SECTION. 

P. I F  A P L A I N T I F F  CLASS I S  REPRESENTED BY AN ATTORNEY WHO DIRECTLY 
OWNS OR OTHERWISE HAS A B E N E F I C I A L  INTEREST I N  THE SECURITIES THAT ARE THE 
SUBJECT OF THE L I T I G A T I O N .  THE COURT SHALL MAKE A DETERMINATION OF WHETHER 
THE OWNERSHIP OR OTHER INTEREST CONSTITUTES A CONFLICT OF INTEREST SUFFICIENT 
TO D I S Q U A L I F Y  THE ATTORNEY FROM REPRESENTING THE P L A I N T I F F  CLASS. 

4 4 - 2 0 8 2 .  R e a u i r e m e n t s  f o r  s e c u r i t i e s  f r a u d  a c t i o n s  i n v o l v i n q  
m i s l e a d i n a  s t a t e m e n t s  o r  o m i s s i o n s  

A. I N  ANY PRIVATE ACTION A R I S I N G  UNDER SECTION 4 4 - 1 9 9 1  OR 4 4 - 1 9 9 2  I N  
WHICH T H E  P L A I N T I F F  ALLEGES THAT THE DEFENDANT MADE AN UNTRUE STATEMENT OF 
A MATERIAL  FACT OR OMITTED THE STATEMENT OF A MATERIAL FACT NECESSARY I N  
ORDER TO MAKE THE STATEMENTS MADE. I N  THE L I G H T  OF THE CIRCUMSTANCES I N  WHICH 
THEY WERE MADE. NOT MISLEADING.  THE COMPLAINT SHALL SPECIFY EACH STATEMENT 
ALLEGED TO HAVE BEEN MISLEADING AND THE REASON OR REASONS WHY THE STATEMENT 
I S  M I S L E A D I N G  AND, I F  AN ALLEGATION REGARDING THE STATEMENT OR OMISSION I S  
MADE ON INFORMATION AND BELIEF. THE COMPLAINT SHALL STATE WITH PARTICULARITY 
A L L  FACTS ON WHICH THAT B E L I E F  I S  FORMED. 

B. I N  ANY PRIVATE ACTION A R I S I N G  UNDER SECTION 4 4 - 1 9 9 1  OR 4 4 - 1 9 9 2  I N  
WHICH THE P L A I N T I F F  MAY RECOVER MONEY DAMAGES ONLY ON PROOF THAT THE 
DEFENDANT ACTED WITH A PARTICULAR STATE OF MIND. FOR EACH ACT OR OMISSION 
THAT ALLEGEDLY VIOLATES SECTION 4 4 - 1 9 9 1  OR 4 4 - 1 9 9 2 .  THE COMPLAINT SHALL STATE 
WITH PARTICULARITY FACTS G I V I N G  R I S E  TO A STRONG INFERENCE THAT THE DEFENDANT 
ACTED WITH THE REQUIRED STATE OF MIND. 

C. I N  ANY PRIVATE ACTION A R I S I N G  UNDER SECTION 4 4 - 1 9 9 1  OR 4 4 - 1 9 9 2 :  
1. ON ANY DEFENDANT'S MOTION, THE COURT SHALL D I S M I S S  THE COMPLAINT 

I F  THE REQUIREMENTS OF SUBSECTIONS A AN0 B OF T H I S  SECTION ARE NOT MET. 
2.  A L L  DISCOVERY AND OTHER PROCEEDINGS SHALL BE STAYED DURING THE 

PENDENCY OF ANY MOTION TO D I S M I S S  PURSUANT TO RULE 1 2  OF THE ARIZONA RULES 
OF C I V I L  PROCEDURE. UNLESS THE COURT F INDS ON THE MOTION OF ANY PARTY THAT 
PARTICULARIZED DISCOVERY I S  NECESSARY TO PRESERVE EVIDENCE OR TO PREVENT 
UNDUE PREJUDICE TO THAT PARTY. 

0. DURING THE PENDENCY OF ANY STAY OF DISCOVERY PURSUANT TO SUBSECTION 
C OF T H I S  SECTION. UNLESS ORDERED BY THE COURT. ANY PARTY TO THE ACTION WITH 
ACTUAL NOTICE OF THE ALLEGATIONS CONTAINED I N  THE COMPLAINT SHALL TREAT A L L  
OOCUMENTS. DATA COMPILATIONS. INCLUDING ELECTRONICALLY RECORDED OR STORED 
DATA. AND TANGIBLE OBJECTS THAT ARE I N  THE CUSTODY OR CONTROL OF THAT PERSON 
AND THAT ARE RELEVANT TO THE ALLEGATIONS AS I F  THEY WERE THE SUBJECT OF A 
CONTINUING REOUEST FOR PRODUCTION OF OOCUMENTS FROM AN OPPOSING PARTY UNDER 
THE ARIZONA RULES OF C I V I L  PROCEDURE OR ANY APPLICABLE FEDERAL OR OTHER 
J U R I S D I C T I O N A L  COUNTERPART TO THE RULES. A PARTY AGGRIEVED BY THE WILFUL 



AN OPPOSING PARTY TO COMPLY WITH THIS SUBSECTION MAY 
COURT FOR AN ORDER AWARDING APPROPRIATE SANCTIONS. 
FAILURE OF APPLY TO THE 

E. EXCEPT AS PROVIDED I N  SECTION 4 4 - 1 9 9 1 .  SUBSECTION B ,  INCLUDING 
ACTIONS BASED ON ALLEGATIONS OF A C T I V I T I E S  CONSTITUTING DISHONEST OR 
UNETHICAL PRACTICES I N  THE SECURITIES INDUSTRY. I N  ANY PRIVATE ACTION A R I S I N G  
UNDER T H I S  CHAPTER. THE P L A I N T I F F  HAS THE BURDEN OF PROVING THAT THE ACT OR 
OMISS ION OF THE DEFENDANT ALLEGED TO V IOLATE THE SECTION UNDER WHICH THE 
PRIVATE ACTION I S  BROUGHT CAUSED THE LOSS FOR WHICH THE P L A I N T I F F  SEEKS TO 
RECOVER DAMAGES. 

4 4 - 2 0 8 3 .  S a n c t i o n s  f o r  a b u s i v e  l i t i a a t i o n  
A. I N  ANY PRIVATE ACTION A R I S I N G  UNDER T H I S  CHAPTER, ON F I N A L  

ADJUDICATION OF THE ACTION. UNLESS THE PARTIES STIPULATE OTHERWISE. THE COURT 
SHALL INCLUDE I N  THE RECORD S P E C I F I C  F INDINGS REGARDING COMPLIANCE BY EACH 
PARTY AND EACH ATTORNEY REPRESENTING ANY PARTY WITH EACH REQUIREMENT OF RULE 
l l ( b )  OF THE ARIZONA RULES OF C I V I L  PROCEDURE OR ANY APPL ICABLE FEDERAL OR 
OTHER JURISDICT IONAL  COUNTERPART TO THE RULES AS TO ANY COMPLAINT. RESPONSIVE 
PLEADING OR D I S P O S I T I V E  MOTION. I F  THE FEDERAL OR OTHER J U R I S D I C T I O N A L  RULES 
OF C I V I L  PROCEDURE DO NOT HAVE A COUNTERPART TO RULE l l ( b )  OF THE ARIZONA 
RULES OF C I V I L  PROCEDURE. RULE l l ( b )  OF THE ARIZONA RULES OF C I V I L  PROCEDURE 
APPL IES .  

B .  I F  THE COURT MAKES A F I N D I N G  UNDER SUBSECTION A THAT A PARTY OR 
ATTORNEY VIOLATED ANY REQUIREMENT OF RULE I l ( b )  OF THE ARIZONA RULES OF C I V I L  
PROCEDURE OR ANY FEDERAL OR OTHER JURISDICT IONAL  COUNTERPART TO THE RULES AS 
TO ANY COMPLAINT. RESPONSIVE PLEADING OR D I S P O S I T I V E  MOTION. THE COURT SHALL 
IMPOSE SANCTIONS ON THAT PARTY OR ATTORNEY I N  ACCORDANCE WITH RULE 11 OF THE 
ARIZONA RULES OF C I V I L  PROCEDURE OR ANY FEDERAL OR OTHER J U R I S D I C T I O N A L  
COUNTERPART TO THE RULES. BEFORE MAKING A F I N D I N G  THAT ANY PARTY OR ATTORNEY 
HAS VIOLATED THE APPLICABLE RULES. THE COURT SHALL G I V E  THAT PARTY OR 
ATTORNEY NOTICE AND AN OPPORTUNITY TO RESPOND. 

C. SUBJECT TO SUBSECTIONS D AN0 E. FOR THE PURPOSES OF SUBSECTION B.  
THE COURT SHALL ADOPT A PRESUMPTION THAT THE APPROPRIATE SANCTIONS FOR: 

1. FAILURE OF ANY RESPONSIVE PLEADING OR O I S P O S I T I V E  MOTION TO COMPLY 
WITH ANY REQUIREMENT OF RULE l l ( b )  OF THE ARIZONA RULES OF C I V I L  PROCEDURE 
OR ANY APPLICABLE FEDERAL OR OTHER JURISOICT IONAL  COUNTERPART TO THE RULES 
I S  AN AWARD TO THE OPPOSING PARTY OF REASONABLE ATTORNEY FEES AN0 OTHER 
EXPENSES INCURRED AS A DIRECT RESULT OF THE V IOLAT ION.  

2.  SUBSTANTIAL FAILURE OF ANY COMPLAINT TO COMPLY WITH ANY REQUIREMENT 
OF RULE l l ( b )  OF THE ARIZONA RULES OF C I V I L  PROCEDURE OR ANY FEDERAL OR OTHER 
JURISOICTIONAL COUNTERPART TO THE RULES I S  AN AWARD TO THE OPPOSING PARTY OF 
REASONABLE ATTORNEY FEES AND OTHER EXPENSES INCURRED I N  THE ACTION. 

D. THE PRESUMPTION PRESCRIBED I N  SUBSECTION C MAY BE REBUTTED ONLY ON 
PROOF BY THE PARTY OR ATTORNEY AGAINST WHOM SANCTIONS ARE TO BE IMPOSED THAT 
EITHER OF THE FOLLOWING APPL IES :  
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1. THE AWARD OF ATTORNEY FEES AND OTHER EXPENSES W I L L  IMPOSE AN 
UNREASONABLE BURDEN ON THAT PARTY OR ATTORNEY AND WOULD BE UNJUST. AND THE 
FA ILURE TO MAKE AN AWARD WOULD NOT IMPOSE A GREATER BURDEN ON THE PARTY I N  
WHOSE FAVOR SANCTIONS ARE TO BE IMPOSED. 

2 .  THE V IOLAT ION OF RULE l l ( b )  OF THE ARIZONA RULES OF C I V I L  PROCEDURE 
OR FEDERAL OR OTHER JURISDICT IONAL  COUNTERPART TO THE RULES WAS DE M I N I M I S .  

E. I F  THE PARTY OR ATTORNEY AGAINST WHOM SANCTIONS ARE TO BE IMPOSED 
MEETS THE BURDEN PRESCRIBED BY SUBSECTION D. THE COURT SHALL AWARD THE 
SANCTIONS THAT THE COURT DEEMS APPROPRIATE PURSUANT TO RULE 11 OF THE ARIZONA 
RULES OF C I V I L  PROCEDURE OR ANY APPL ICABLE FEDERAL OR OTHER JURISDICT IONAL  
COUNTERPART TO THE RULES. 

4 4 - 2 0 8 4 .  R i a h t  t o  w r i t t e n  i n t e r r o a a t o r i e s  . 
I N  ANY PRIVATE ACTION A R I S I N G  UNDER T H I S  CHAPTER I N  WHICH THE P L A I N T I F F  

MAY RECOVER MONEY DAMAGES. I F  REQUESTED BY A DEFENDANT, THE COURT SHALL 
SUBMIT TO THE JURY A WRITTEN INTERROGATORY ON THE ISSUE OF EACH DEFENDANT'S 
STATE OF M I N D  A T  THE T I M E  OF THE ALLEGED V IOLAT ION.  

4 4 - 2 0 8 5 .  L i m i t a t i o n  o n  damaaes :  d e f i n i t i o n  
A. EXCEPT AS PROVIDED I N  SUBSECTION B OF T H I S  SECTION, I N  ANY PRIVATE 

ACTION A R I S I N G  UNDER SECTION 4 4 - 1 9 9 1  OR 4 4 - 1 9 9 2  I N  WHICH THE P L A I N T I F F  SEEKS 
TO ESTABLISH DAMAGES BY REFERENCE TO THE MARKET PRICE OF A SECURITY, THE 
AWARD OF DAMAGES TO THE P L A I N T I F F  SHALL NOT EXCEED THE DIFFERENCE BETWEEN THE 
PURCHASE OR SALE PRICE PAIO OR RECEIVED. AS APPROPRIATE. BY THE P L A I N T I F F  FOR 
THE SECURITY AND THE MEAN TRADING PRICE  OF THAT SECURITY DURING THE NINETY 
DAYS BEGINNING ON THE DATE ON WHICH THE INFORMATION CORRECTING THE 
MISSTATEMENT OR OMISSION THAT I S  THE BASIS  FOR THE ACTION I S  DISSEMINATED TO 
THE MARKET. 

B. I N  ANY PRIVATE ACTION A R I S I N G  UNDER SECTION 4 4 - 1 9 9 1  OR 4 4 - 1 9 9 2  I N  
WHICH THE P L A I N T I F F  SEEKS TO ESTABLISH DAMAGES BY REFERENCE TO THE MARKET 
PRICE OF A SECURITY. I F  THE P L A I N T I F F  SELLS OR REPURCHASES THE SECURITY 
BEFORE THE EXPIRATION OF THE NINETY DAY PERIOD PRESCRIBED I N  SUBSECTION A OF 
T H I S  SECTION. THE P L A I N T I F F ' S  DAMAGES SHALL NOT EXCEED THE DIFFERENCE 
BETWEEN THE PURCHASE OR SALE PRICE P A I O  OR RECEIVED BY THE P L A I N T I F F  FOR THE 
SECURITY AND THE MEAN TRADING PRICE OF THE SECURITY DURING THE PERIOD 
BEGINNING IMMEDIATELY AFTER DISSEMINATION OF INFORMATION CORRECTING THE 
MISSTATEMENT OR OMISSION AND ENDING ON THE DATE ON WHICH THE P L A I N T I F F  SELLS 
OR REPURCHASES THE SECURITY. 

C. T H I S  SECTION SHALL NOT APPLY TO DAMAGES CAUSED BY A V IOLAT ION OF 
SECTION 4 4 - 1 8 4 1  OR 4 4 - 1 8 4 2 .  

0. FOR PURPOSES OF T H I S  SECTION. "MEAN TRADING PRICE OF THE SECURITY" 
MEANS AN AVERAGE OF THE DA ILY  TRADING PRICE OF THAT SECURITY. DETERMINED AS 
OF THE CLOSE OF THE MARKET EACH DAY DURING THE RELEVANT PERIOD. 
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4 4 - 2 0 8 6 .  A t t o r n e y  f e e s  o a i d  f r o m  d i s o o r a e m e n t  m o n i e s ;  
p r o h i b i t i o n  

DISGORGED MONIES RESULTING FROM A J U D I C I A L  OR ADMIN ISTRATIVE  ACTION 
BROUGHT BY THE COMMISSION SHALL NOT BE DISTRIBUTED AS PAYMENT FOR ATTORNEY 
FEES OR EXPENSES INCURRED BY PRIVATE PARTIES SEEKING D I S T R I B U T I O N  OF THE 
DISGORGED MONIES. EXCEPT AS OTHERWISE ORDERED BY THE COURT ON A MOTION BY THE 
COMMISSION OR. I N  THE CASE OF AN ADMINISTRATIVE ACTION. AS OTHERWISE ORDERED 
BY THE COMMISSION. 

4 4 - 2 0 8 7 .  A ~ p l i c a t i o t I  o f  s a f e  h a r b o r  f o r  f o r w a r d - l o o k i n q  
s t a t e m e n t s  

A. T H I S  SECTION ONLY APPLIES TO A FORWARD-LOOKING STATEMENT MADE BY: 
1. AT THE T I M E  THAT THE STATEMENT I S  MADE. AN ISSUER THAT I S  SUBJECT 

TO THE REPORTING REQUIREMENTS OF SECTION 1 3 ( a )  OR SECTION 1 5 ( d )  OF THE 
S E C U R I T I E S  EXCHANGE ACT OF 1 9 3 4  ( 1 5  UNITED STATES CODE SECTION 7 8 m ( a )  OR 
SECTION 7 8 o ( d ) ) .  

2. A PERSON ACTING ON BEHALF OF AN ISSUER DESCRIBED I N  PARAGRAPH 1 OF 
T H I S  SUBSECTION. 

3 .  AN OUTSIDE REVIEWER WHO I S  RETAINED BY AN ISSUER DESCRIBED I N  
PARAGRAPH 1 OF T H I S  SUBSECTION AND WHO I S  MAKING A STATEMENT ON BEHALF OF 
THAT ISSUER. 

4 .  AN UNDERWRITER OF AN ISSUER DESCRIBED I N  PARAGRAPH 1 OF T H I S  
SUBSECTION WHO USES INFORMATION PROVIDED BY THE ISSUER OR INFORMATION DERIVED 
FROM INFORMATION PROVIDED BY THE ISSUER. 

B .  EXCEPT I F  SPECIFICALLY PROVIDED BY RULE OR ORDER OF THE COMMISSION, 
T H I S  SECTION DOES NOT APPLY TO A FORWARO-LOOKING STATEMENT I F  THE STATEMENT 
I S :  

1. MAOE I N  CONNECTION WITH THE ISSUER'S BUSINESS OR OPERATIONS AND I F  
ANY OF THE FOLLOWING APPL IES  TO THE ISSUER: 

( a )  AT ANY T I M E  DURING THE THREE CONSECUTIVE YEARS BEFORE THE DATE ON 
WHICH THE STATEMENT WAS F IRST  MAOE. THE ISSUER WAS CONVICTED OF A FELONY OR 
MISDEMEANOR PURSUANT TO SECTION 4 4 - 1 9 6 1 .  SUBSECTION A. PARAGRAPH 8. OR 
CLAUSES (I) THROUGH ( I V )  OF SECTION 1 5 ( b ) ( 4 ) ( B )  OF THE S E C U R I T I E S  EXCHANGE 
ACT OF 1 9 3 4  ( 1 5  UNITED STATES CODE SECTION 7 B o ( b ) ( 4 ) ( B ) ) .  HAS BEEN FOUND TO 
HAVE VIOLATED OR BEEN MADE SUBJECT TO AN ORDER. JUDGMENT OR DECREE UNDER 
SECTION 4 4 - 1 9 6 1 .  SUBSECTION A .  PARAGRAPH 9 .  1 0  OR 11. OR HAS BEEN MADE THE 
SUBJECT OF A J U D I C I A L  OR ADMINISTRATIVE DECREE OR ORDER A R I S I N G  OUT OF A 
GOVERNMENTAL ACTION THAT PROHIB ITS  FUTURE V IOLAT IONS OF THE ANTIFRAUD 
PROVISIONS OF THE FEDERAL, ARIZONA OR OTHER JURISDICT IONS '  SECURIT IES  LAWS. 
REQUIRES THAT THE ISSUER CEASE AND DESIST  FROM V I O L A T I N G  THE ANTIFRAUD 
PROVISIONS OF THE FEDERAL. ARIZONA OR OTHER J U R I S D I C T I O N S '  SECURIT IES  LAWS 
OR DETERMINES THAT THE ISSUER VIOLATED THE ANTIFRAUD PROVISIONS OF THE 
FEDERAL. ARIZONA OR OTHER JURISDICT IONS '  SECURIT IES  LAWS. 
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( b )  THE I S S U E R  MAKES THE FORWARD-LOOKING STATEMENT I N  CONNECTION W I T H  
AN OFFERING OF S E C U R I T I E S  BY A BLANK CHECK COMPANY. 

t c )  THE I S S U E R  I S S U E S  PENNY STOCK. 
( d l  THE I S S U E R  MAKES THE FORWARD-LOOKING STATEMENT I N  CONNECTION WITH 

A ROLL UP TRANSACTION. 
( e l  THE ISSUER MAKES THE FORWARD-LOOKING STATEMENT I N  CONNECTION WITH 

A GOING P R I V A T E  TRANSACTION. 
2 .  INCLUDED I N  A F I N A N C I A L  STATEMENT PREPARED I N  ACCORDANCE W I T H  

GENERALLY ACCEPTED ACCOUNTING P R I N C I P L E S .  
3.  CONTAINED I N  A REGISTRATION STATEMENT OF OR I S S U E D  BY AN INVESTMENT 

COMPANY. 
4. MADE I N  CONNECTION W I T H  A TENDER OFFER. 
5 .  MADE I N  CONNECTION W I T H  AN I N I T I A L  P U B L I C  OFFERING.  
6.  MADE I N  CONNECTION W I T H  AN OFFERING BY OR R E L A T I N G  TO THE 

OPERATIONS OF A PARTNERSHIP.  A L I M I T E D  L I A B I L I T Y  COMPANY OR A D I R E C T  
P A R T I C I P A T I O N  INVESTMENT PROGRAM. 

7 .  MADE I N  A DISCLOSURE OF B E N E F I C I A L  OWNERSHIP I N  A REPORT REQUIRED 
TO BE F I L E D  W I T H  THE U N I T E D  STATES S E C U R I T I E S  EXCHANGE COMMISSION PURSUANT 
TO S E C T I O N  13(d) OF THE S E C U R I T I E S  EXCHANGE ACT OF 1934 ( 1 5  U N I T E O  STATES 
CODE SECTION 7 8 m ( d ) ) .  

C. EXCEPT AS PROVIDED I N  SUBSECTION B OF T H I S  SECTION.  I N  ANY P R I V A T E  
A C T I O N  THAT A R I S E S  UNDER T H I S  CHAPTER AND T H A T  I S  BASED ON AN UNTRUE 
STATEMENT OF A M A T E R I A L  FACT OR AN O M I S S I O N  OF A M A T E R I A L  FACT NECESSARY T O  
MAKE THE STATEMENT NOT M I S L E A D I N G .  PURSUANT TO SUBSECTION A OF T H I S  SECTION. 
A PERSON. I S S U E R .  O U T S I D E  REVIEWER OR UNDERWRITER I S  NOT L I A B L E  FOR ANY 
W R I T T E N  OR ORAL FORWARD-LOOKING STATEMENT I F  AND TO THE EXTENT THAT E I T H E R  
OF THE FOLLOWING E X I S T S :  

1. THE FORWARD-LOOKING STATEMENT I S  I D E N T I F I E D  AS A FORWARD-LOOKING 
STATEMENT AND I S  ACCOMPANIED BY MEANINGFUL CAUTIONARY STATEMENTS I D E N T I F Y I N G  
IMPORTANT FACTORS THAT COULD CAUSE ACTUAL RESULTS TO D I F F E R  M A T E R I A L L Y  FROM 
THOSE I N  THE FORWARD-LOOKING STATEMENT OR THE STATEMENT I S  I M M A T E R I A L .  

2 .  THE P L A I N T I F F  F A I L S  TO PROVE THAT THE FORWARD-LOOKING STATEMENT I F  
MAOE BY A NATURAL PERSON WAS MADE WITH ACTUAL KNOWLEDGE BY THAT PERSON THAT 
THE STATEMENT WAS FALSE OR M I S L E A D I N G .  OR I F  MADE BY A B U S I N E S S  E N T I T Y ,  WAS 
MAOE BY OR WITH THE APPROVAL OF AN EXECUTIVE O F F I C E R  O F  THAT E N T I T Y  AND WAS 
MAOE OR APPROVED BY THAT O F F I C E R  W I T H  ACTUAL KNOWLEDGE BY T H A T  O F F I C E R  THAT 
THE STATEMENT WAS F A L S E  OR M I S L E A D I N G .  

D. I N  THE CASE OF AN ORAL FORWARD-LOOKING STATEMENT MAOE BY AN INSURER 
THAT I S  SUBJECT TO THE REPORTING REQUIREMENTS OF S E C T I O N  1 3 ( a )  OR SECTION 
1 5 ( d )  OF THE S E C U R I T I E S  EXCHANGE ACT OF 1 9 3 4 ,  (15 U N I T E O  STATES CODE SECTION 
7 8 m ( a )  OR SECTION 7 B o ( d ) )  OR BY A PERSON ACTING ON BEHALF OF THE ISSUER. THE 
REQUIREMENT SET FORTH I N  SUBSECTION C. PARAGRAPH 1 OF T H I S  SECTION I S  
S A T I S F I E D  I F  BOTH OF THE FOLLOWING ARE TRUE: 
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1. T H E  ORAL FORWARD-LOOKING STATEMENT I S  ACCOMPANIED BY A CAUTIONARY 
STATEMENT T H A T  T H E  ORAL STATEMENT I S  A FORWARD-LOOKING STATEMENT AND T H A T  T H E  
A C T U A L  RESULTS COULD D I F F E R  M A T E R I A L L Y  FROM THOSE PROJECTED I N  THE 
FORWARD-LOOKING STATEMENT. 

2 .  I F  T H E  ORAL FORWARD-LOOKING STATEMENT I S  ACCOMPANIED BY AN ORAL 
STATEMENT T H A T  A D D I T I O N A L  I N F O R M A T I O N  CONCERNING FACTORS T H A T  COULD CAUSE 
A C T U A L  RESULTS TO D I F F E R  M A T E R I A L L Y  FROM THOSE I N  THE FORWARD-LOOKING 
STATEMENT I S  CONTAINED I N  A R E A D I L Y  A V A I L A B L E  WRITTEN DOCUMENT. T H E  ORAL 
STATEMENT S H A L L  I D E N T I F Y  T H E  DOCUMENT OR T H E  PORTION OF T H E  DOCUMENT T H A T  
C O N T A I N S  T H E  A D D I T I O N A L  I N F O R M A T I O N  ABOUT THOSE FACTORS R E L A T I N G  T O  T H E  
FORWARD-LOOKING STATEMENTS AND T H E  W R I T T E N  DOCUMENT S H A L L  C O N T A I N  A 
CAUTIONARY STATEMENT THAT S A T I S F I E S  THE STANDARD E S T A B L I S H E D  I N  SUBSECTION 
C. PARAGRAPH 1 O F  T H I S  SECTION.  

E. ANY DOCUMENT THAT I S  F I L E D  WITH T H E  COMMISSION OR THE U N I T E D  STATES 
S E C U R I T I E S  EXCHANGE COMMISSION OR T H A T  I S  GENERALLY D I S S E M I N A T E D  I S  R E A D I L Y  
A V A I L A B L E  FOR PURPOSES OF SUBSECTION D O F  T H I S  SECTION.  

F. T H E  EXEMPTION PROVIDED FOR I N  SUBSECTION C O F  T H I S  S E C T I O N  I S  I N  
A D D I T I O N  TO ANY EXEMPTION T H A T  THE COMMISSION MAY E S T A B L I S H  BY RULE UNDER 
S U B S E C T I O N  J O F  T H I S  SECTION.  

G. N O T H I N G  I N  T H I S  S E C T I O N  IMPOSES ON ANY PERSON A DUTY TO UPDATE A 
FORWARD-LOOKING STATEMENT. 

H.  ON ANY MOTION TO D I S M I S S  BASED ON SUBSECTION C OF T H I S  SECTION.  T H E  
COURT S H A L L  CONSIDER ANY STATEMENT C I T E D  I N  THE COMPLAINT AND ANY CAUTIONARY 
STATEMENT T H A T  I S  NOT SUBJECT TO M A T E R I A L  D I S P U T E  AND THAT I S  C I T E D  B Y  T H E  
DEFENDANT ACCOMPANYING THE FORWARD-LOOKING STATEMENT. 

I. I N  ANY P R I V A T E  A C T I O N  A R I S I N G  UNDER T H I S  CHAPTER. T H E  COURT S H A L L  
STAY DISCOVERY.  OTHER THAN DISCOVERY T H A T  I S  S P E C I F I C A L L Y  D I R E C T E D  T O  T H E  
A P P L I C A B I L I T Y  OF THE EXEMPTION PROVIDED BY T H I S  SECTION.  DURING THE PENDENCY 
O F  ANY M O T I O N  BY A DEFENDANT FOR SUMMARY JUDGMENT T H A T  I S  BASED ON T H E  
GROUNDS THAT THE STATEMENT OR O M I S S I O N  ON WHICH THE COMPLAINT I S  BASED I S  A 
FORWARD-LOOKING STATEMENT W I T H I N  THE MEANING OF T H I S  S E C T I O N  AND T H E  
EXEMPTION P R O V I D E D  BY T H I S  S E C T I O N  PRECLUDES A C L A I M  FOR R E L I E F .  

J. I N  A D D I T I O N  TO THE EXEMPTIONS PROVIDED BY T H I S  S E C T I O N .  T H E  
COMMISSION BY RULE MAY PROVIDE EXEMPTIONS FROM OR UNDER ANY P R O V I S I O N  O F  T H I S  
CHAPTER. I N C L U D I N G  L I A B I L I T Y  THAT I S  BASED ON A STATEMENT. PROJECTIONS OR 
OTHER FORWARD-LOOKING INFORMATION.  I F  T H E  EXEMPTION I S  CONSISTENT W I T H  T H E  
P U B L I C  I N T E R E S T  AND THE PROTECTION O F  INVESTORS.  AS DETERMINED BY T H E  
COMMISSION.  

K. NOTHING I N  T H I S  S E C T I O N  L I M I T S .  E I T H E R  EXPRESSLY OR BY I M P L I C A T I O N .  
T H E  A U T H O R I T Y  O F  THE COMMISSION TO E X E R C I S E  S I M I L A R  AUTHORITY OR T O  ADOPT 
S I M I L A R  RULES FOR FORWARD-LOOKING STATEMENTS UNDER ANY OTHER S T A T U T E  UNDER 
WHICH T H E  COMMISSION EXERCISES RULE M A K I N G  AUTHORITY.  
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L. I N  T H I S  SECTION,  UNLESS T H E  CONTEXT OTHERWISE REQUIRES:  
1. "FORWARD-LOOKING STATEMENT" MEANS ANY OF THE FOLLOWING: 
( a )  A STATEMENT C O N T A I N I N G  A PROJECTION O F  REVENUES. INCOME. INCOME 

LOSS.  EARNINGS.  EARNINGS PER SHARE, LOSS PER SHARE. C A P I T A L  EXPENDITURES.  
D I V I D E N D S .  C A P I T A L  STRUCTURE OR OTHER F I N A N C I A L  I T E M S .  

(b )  A STATEMENT OF THE PLANS AND O B J E C T I V E S  O F  MANAGEMENT FOR FUTURE 
OPERATIONS.  I N C L U D I N G  PLANS OR O B J E C T I V E S  R E L A T I N G  TO T H E  PRODUCTS OR . 
S E R V I C E S  O F  T H E  I S S U E R .  

( c )  A STATEMENT O F  FUTURE ECONOMIC PERFORMANCE. I N C L U D I N G  ANY 
STATEMENT CONTAINED I N  A D I S C U S S I O N  A N 0  A N A L Y S I S  O F  F I N A N C I A L  C O N D I T I O N  BY 
THE MANAGEMENT OR I N  THE RESULTS O F  OPERATIONS INCLUDED PURSUANT TO THE RULES 
OF T H E  COMMISSION OR THE RULES AND REGULATIONS OF T H E  U N I T E D  S T A T E S  
S E C U R I T I E S  EXCHANGE COMMISSION.  

( d )  ANY STATEMENT OF THE ASSUMPTIONS UNDERLYING OR R E L A T I N G  TO ANY 
STATEMENT D E S C R I B E D  I N  S U B D I V I S I O N  ( a ) .  (b) OR ( c )  OF T H I S  PARAGRAPH. 

( e )  ANY REPORT I S S U E D  BY AN O U T S I D E  REVIEWER R E T A I N E D  BY AN I S S U E R ,  
TO T H E  EXTENT T H A T  THE REPORT ASSESSES A FORWARD-LOOKING STATEMENT MADE B Y  
THE I S S U E R .  

( f )  A STATEMENT C O N T A I N I N G  A PROJECTION OR E S T I M A T E  O F  OTHER I T E M S  
S P E C I F I E D  BY COMMISSION RULE. 

2 .  "GOING P R I V A T E  TRANSACTION",HAS THE SAME MEANING PRESCRIBEO I N  THE 
R U L E S  A N 0  REGULATIONS OF T H E  U N I T E O  STATES S E C U R I T I E S  EXCHANGE COMMISSION 
I S S U E D  PURSUANT TO S E C T I O N  1 3 ( e )  O F  THE S E C U R I T I E S  EXCHANGE A C T  OF 1 9 3 4  ( 1 5  
U N I T E D  STATES CODE S E C T I O N  7 B m ( e ) ) .  

3. " INVESTMENT COMPANY" HAS THE SAME MEANING PRESCRIBEO I N  S E C T I O N  
3 ( a )  OF THE INVESTMENT COMPANY ACT OF 1 9 4 0  (CH. 6 8 6 ;  5 4  STAT.  7 8 9 :  1 5  U N I T E D  
S T A T E S  CODE S E C T I O N S  8 0 a - 1  TO 8 0 a - 6 4 ) .  

4 .  "PERSON A C T I N G  ON BEHALF OF AN ISSUER"  MEANS ANY O F F I C E R .  DIRECTOR 
OR EMPLOYEE OF THE I S S U E R .  

5. "TENDER OFFER" HAS THE SAME MEANING PRESCRIBED I N  S E C T I O N  14(df OF 
THE S E C U R I T I E S  EXCHANGE ACT OF 1 9 3 4  ( 1 5  U N I T E O  STATES CODE S E C T I O N  7 B n ( d ) ) .  

6 .  THE FOLLOWING TERMS HAVE THE SAME MEANING PRESCRIBED I N  T H E  RULES 
OF THE COMMISSION:  

( a )  " D I R E C T  P A R T I C I P A T I O N  INVESTMENT PROGRAM". 
(b )  " E X E C U T I V E  O F F I C E R  OF AN E N T I T Y " .  
( c )  " I N I T I A L  P U B L I C  OFFERING" .  
( d )  " L I M I T E D  L I A B I L I T Y  COMPANY". 
( e )  "PARTNERSHIP" .  
( f )  "PENNY STOCK". 
( g )  "ROLL  UP TRANSACTION" .  



ARTICLE  19. AUDITS  
4 4 - 2 1 2 1 .  D e f i n i t i o n  o f  i l l e q a l  a c t  
I N  T H I S  ARTICLE.  UNLESS THE CONTEXT OTHERWISE REQUIRES, " I LLEGAL  ACT" 

MEANS AN ACT OR OMISSION THAT VIOLATES ANY LAW OR ANY RULE HAVING THE FORCE 
OF LAW. 

4 4 - 2 1 2 2 .  A u d i t  r e a u i r e m e n t s  
UNLESS EXEMPTED BY THE COMMISSION, AN INDEPENOENT C E R T I F I E D  PUBL IC  

ACCOUNTANT WHO AUDITS  THE F I N A N C I A L  STATEMENTS OF AN ISSUER I N  AN AUOIT 
REQUIRED PURSUANT TO T H I S  CHAPTER SHALL INCLUDE. I N  ACCORDANCE WITH GENERALLY 
ACCEPTED AUOIT ING STANOAROS AS MODIFIED OR SUPPLEMENTEO BY THE COMMISSION: 

1. PROCEDURES OESIGNEO TO PROVIDE REASONABLE ASSURANCE OF DETECTING 
I L L E G A L  ACTS THAT WOULD HAVE A DIRECT AND MATERIAL EFFECT ON THE 
DETERMINATION OF F I N A N C I A L  STATEMENT AMOUNTS. 

2. PROCEDURES OESIGNEO TO IDENTIFY  RELATED PARTY TRANSACTIONS THAT ARE 
MATERIAL TO THE F I N A N C I A L  STATEMENTS OR OTHERWISE REQUIRE DISCLOSURE. 

3. AN EVALUATION OF WHETHER THERE I S  SUBSTANTIAL DOUBT ABOUT THE 
A B I L I T Y  OF THE ISSUER TO CONTINUE AS A GOING CONCERN DURING THE NEXT F I S C A L  
YEAR. 

4 4 - 2 1 2 3 .  A u d i t  d i s c o v e r i e s :  r e o u i r e d  r e s o o n s e s  
A. I N  THE COURSE OF CONDUCTING AN AUOIT TO WHICH T H I S  ARTICLE APPLIES.  

I F  THE INDEPENOENT C E R T I F I E D  P U B L I C  ACCOUNTANT DETECTS OR BECOMES AWARE OF 
INFORMATION I N D I C A T I N G  THAT AN ILLEGAL  ACT. WHETHER OR NOT PERCEIVED TO HAVE 
A MATERIAL EFFECT ON THE I S S U E R ' S  F I N A N C I A L  STATEMENTS, HAS OR MAY HAVE 
OCCURRED. THE INDEPENDENT C E R T I F I E O  PUBLIC ACCOUNTANT, I N  ACCORDANCE WITH 
GENERALLY ACCEPTED AUOITING STANOAROS. AS M O D I F I E D  OR SUPPLEMENTEO BY THE 
COMMISSION. SHALL:  

1. OETERMINE WHETHER I T  I S  L I K E L Y  THAT AN I L L E G A L  ACT HAS OCCURRED 
AND. I F  SO. SHALL OETERMINE AND CONSIDER THE POSSIBLE EFFECT OF THE I L L E G A L  
ACT ON THE F I N A N C I A L  STATEMENTS OF THE ISSUER. INCLUDING ANY CONTINGENT 
MONETARY EFFECTS SUCH AS F I N E S .  PENALTIES AND DAMAGES. 

2. AS SOON AS PRACTICABLE. INFORM THE APPROPRIATE LEVEL OF THE 
ISSUER'S MANAGEMENT AND ENSURE THAT THE ISSUER'S AUOIT COMMITTEE OR BOARO OF 
OIRECTORS I N  THE ABSENCE OF AN AUOIT  COMMITTEE I S  ADEQUATELY INFORMED ABOUT 
ANY I L L E G A L  ACTS THAT HAVE BEEN DETECTED OR HAVE OTHERWISE COME TO THE 
ATTENTION OF THE C E R T I F I E D  P U B L I C  ACCOUNTANT I N  THE COURSE OF THE AUDIT .  
UNLESS THE I L L E G A L  ACT I S  CLEARLY INCONSEOUENTIAL. 

8 .  AFTER DETERMINING THAT THE AUDIT COMMITTEE OR BOARO OF DIRECTORS 
I S  ADEQUATELY INFORMED PURSUANT TO SUBSECTION A. AS SOON AS PRACTICABLE. THE 
INDEPENDENT C E R T I F I E O  PUBL IC  ACCOUNTANT SHALL REPORT THE ACCOUNTANT'S 
CONCLUSIONS TO THE BOARD OF OIRECTORS I F  THE INDEPENDENT CERTIF IEO PUBLIC 
ACCOUNTANT CONCLUDES THAT A L L  OF THE FOLLOWING HAVE OCCURRED: 

1. THE I L L E G A L  ACT HAS A MATERIAL EFFECT ON THE F I N A N C I A L  STATEMENTS 
OF THE ISSUER. 
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2.  THE SENIOR MANAGEMENT HAS NOT TAKEN. AND THE BOARD OF DIRECTORS HAS 
NOT CAUSED SENIOR MANAGEMENT TO TAKE. T I M E L Y  AND APPROPRIATE REMEDIAL  ACTIONS 
W I T H  RESPECT TO THE I L L E G A L  ACT. 

3. T H E  F A I L U R E  TO TAKE R E M E D I A L  A C T I O N  I S  REASONABLY EXPECTED TO 
WARRANT DEPARTURE FROM A STANDARD REPORT OF THE AUDITOR. WHEN MADE. OR 
WARRANT R E S I G N A T I O N  FROM THE A U D I T  ENGAGEMENT. 

C. UNLESS EXEMPTED BY THE COMMISSION BY RULE OR ORDER. AN ISSUER WHOSE 
BOARD OF DIRECTORS RECEIVES A REPORT PURSUANT TO SUBSECTION B S H A L L  INFORM 
THE.COMMISSION BY WRITTEN N O T I C E  W I T H I N  ONE BUSINESS DAY AFTER R E C E I V I N G  THE 
REPORT A N 0  SHALL FURNISH THE INDEPENOENT C E R T I F I E D  P U B L I C  ACCOUNTANT MAKING 
THE REPORT W I T H  A COPY OF THE WRITTEN NOTICE.  I F  THE INDEPENDENT C E R T I F I E D  
P U B L I C  ACCOUNTANT F A I L S  TO R E C E I V E  A COPY OF THE N O T I C E  W I T H I N  THE REQUIRED 
PERIOD. THE INDEPENDENT C E R T I F I E D  P U B L I C  ACCOUNTANT, W I T H I N  ONE BUSINESS DAY 
A F T E R  THE F A I L U R E  TO R E C E I V E  A COPY OF THE N O T I C E .  S H A L L  R E S I G N  FROM THE 
ENGAGEMENT. G I V E  THE COMMISSION A COPY OF THE ACCOUNTANT'S REPORT OR G I V E  THE 
COMMISSION T H E  DOCUMENTATION OF ANY ORAL REPORT. 

D. I F  AN INDEPENDENT C E R T I F I E D  P U B L I C  ACCOUNTANT RESIGNS FROM AN 
ENGAGEMENT PURSUANT TO SUBSECTION C. THE INDEPENDENT C E R T I F I E D  P U B L I C  
ACCOUNTANT, W I T H I N  ONE B U S I N E S S  DAY AFTER THE F A I L U R E  TO R E C E I V E  A COPY OF 
T H E  N O T I C E ,  SHALL G I V E  THE COMMISSION A COPY OF THE ACCOUNTANT'S REPORT OR 
THE DOCUMENTATION OF ANY ORAL REPORT. 

4 4 - 2 1 2 4 .  A u d i t o r  l i a b i l i t y  l i m i t a t i o n  
NO INDEPENDENT C E R T I F I E D  P U B L I C  ACCOUNTANT I S  L I A B L E  I N  A P R I V A T E  

A C T I O N  FOR ANY F I N D I N G .  CONCLUSION OR STATEMENT EXPRESSED I N  A REPORT MADE 
PURSUANT TO SECTION 4 4 - 2 1 2 3 .  SUBSECTION C OR D. I N C L U D I N G  ANY RULE ADOPTED 
BY THE COMMISSION PURSUANT TO THAT SECTION.  

4 4 - 2 1 2 5 .  C i v i l  ~ e n a l t l e s  i n  c e a s e  a n d  d e s i s t  D r o c e e d i n o s  
AFTER N O T I C E  AND AN OPPORTUNITY FOR A HEARING I N  A PROCEEDING 

I N S T I T U T E D  PURSUANT TO A R T I C L E  1 6  OF T H I S  CHAPTER. I F  THE COMMISSION F I N D S  
THAT AN INDEPENDENT C E R T I F I E D  P U B L I C  ACCOUNTANT HAS WILFULLY V I O L A T E D  SECTION 
4 4 - 2 1 2 3 .  SUBSECTION C OR D. I N  A D D I T I O N  TO ENTERING AN ORDER PURSUANT TO 
A R T I C L E  16  OF T H I S  CHAPTER. THE COMMISSION MAY IMPOSE A C I V I L  PENALTY AGAINST 
THE INDEPENOENT C E R T I F I E D  P U B L I C  ACCOUNTANT AN0 ANY OTHER PERSON THAT THE 
COMMISSION F I N D S  WAS A CAUSE OF THE V I O L A T I O N .  

4 4 - 2 1 2 6 .  P r e s e r v a t i o n  o f  e x i s t i n q  a u t h o r i t y  
NOTHING I N  T H I S  A R T I C L E  L I M I T S  OR OTHERWISE AFFECTS THE AUTHORITY OF 

THE COMMISSION UNDER T H I S  CHAPTER. 
S e c .  10. S a v i n g  c l a u s e  
T h i s  a c t  d o e s  n o t  a f f e c t  o r  a p p l y  t o  a n y  p r i v a t e  a c t i o n  p u r s u a n t  t o  

t i t l e  4 4 .  c h a p t e r  1 2 .  A r i z o n a  R e v i s e d  S t a t u t e s .  c o m m e n c e d  a n d  p e n d i n g  b e f o r e  
t h e  e f f e c t i v e  d a t e  o f  t h i s  a c t .  



Sec .  11. A o o l i c a b i l i t y  
A. T i t l e  44. c h a p t e r  1 2 .  a r t i c l e  1 9 ,  Ar izona  Rev i sed  S t a t u t e s .  a s  

added by t h i s  a c t ,  a p p l i e s  t o  each  annual  r e p o r t  for  any p e r i o d  b e g i n n i n g  on 
o r  a f t e r  J a n u a r y  1. 1997.  

8. Nothing i n  t h i s  a c t  c r e a t e s  o r  r a t i f i e s  any i m p l i e d  p r i v a t e  r i g h t  
of  a c t i o n .  d e t e r m i n e s  w h e t h e r  or  i n  what  c i r c u m s t a n c e s  a i d i n g  and a b e t t i n g  
l i a b i l i t y  e x i s t s  unde r  t i t l e  44. c h a p t e r  1 2 .  Ar i zona  R e v i s e d  S t a t u t e s .  o r  
p r e v e n t s  t h e  c o r p o r a t i o n  commission by r u l e  f rom r e s t r i c t i n g  o r  r e g u l a t i n g  
p r i v a t e  a c t i o n s  p u r s u a n t  t o  t i t l e  44,  c h a p t e r  12 .  Ar i zona  Rev i sed  S t a t u t e s .  

C .  I t  i s  t h e  intent  o f  t h e  l e g i s l a t u r e  t h a t  i n  c o n s t r u i n g  t h e  
p r o v i s i o n s  o f  t i t l e  44. c h a p t e r  1 2 ,  Ar izona  Revised  S t a t u t e s .  t h e  c o u r t s  may 
u s e  a s  a g u i d e  t h e  i n t e r p r e t a t i o n s  g i v e n  by t h e  s e c u r i t i e s  and  exchange  
commission and t h e  f e d e r a l  o r  o t h e r  c o u r t s  i n  c o n s t r u i n g  s u b s t a n t i a l l y  
s i m i l a r  p r o v i s i o n s  i n  t h e  f e d e r a l  s e c u r i t i e s  laws  of t h e  U n i t e d  S t a t e s .  

D. Nothing  i n  t h i s  a c t  limits or  a b r i d g e s  t h e  power or  a u t h o r i t y  o f  
the Ar izona  c o r p o r a t i o n  commission o r  t h e  Ar i zona  a t t o r n e y  g e n e r a l .  

Sec .  12 .  S e v e r a b i l i t y  
I f  a  p r o v i s i o n  o f  t h i s  a c t  o r  i t s  a p p l i c a t i o n  t o  any  p e r s o n  o r  

c i r c u m s t a n c e  i s  he ld  i n v a l i d ,  the i n v a l i d i t y  does  n o t  a f f e c t  o t h e r  p r o v i s i o n s  
o r  a p p l i c a t i o n s  of  t h e  a c t  t h a t  c a n  be  g i v e n  effect  w i t h o u t  t h e  i n v a l i d  
p r o v i s i o n  o r  a p p l i c a t i o n ,  and t o  t h i s  end t h e  p r o v i s i o n s  o f  t h i s  a c t  a r e  
s e v e r a b l e .  

E G O V E R N O R  A P R l L  1 6 ,  1996 
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