
Arizona Code of Judicial Administration
Part 7: Administrative Office of the Courts
Chapter 2: Certification and Licensing Programs  
Section 7-209: Alternative Business Structures

A.	Definitions. 

“Alternative business structure” (“ABS”) is a business entity that provides legal services in accord with Supreme Court Rules 31 and 31.1(c) in which includes nonlawyers who have an economic ownership interest or decision-making authority in the firm and provides legal services in accord with Supreme Court Rules 31 and 31.1(c). 

“Authorized person” means a person possessing: 
1. An economic interest in the alternative business structure equal to or more than 10 percent of all economic interests in the alternative business structure; or 
2. The legal right to exercise decision-making authority on behalf of the alternative business structure.  Examples may include: a sole proprietor of a sole proprietorship, a manager of a limited liability company, an officer of a corporation, a general partner of a general or limited partnership, or a person possessing comparable rights by operation of law or by agreement.

“Compliance lawyer” means an active member of the State Bar of Arizona in good standing who, pursuant to Supreme Court Rule 42, ER 5.3(d) and subsection (G)(3)(b) of this section, is responsible for ensuring compliance with the rules governing ABSs, Supreme Court Rule 42, and the regulatory requirements of this section. 

“Decision-making authority” in an ABS means the authority, by operation of law or by agreement, to directly or indirectly: 
1. Legally bind the ABS; 
2. Control or participate in the management or affairs of the ABS; 
3. Direct or cause the direction of the management and policies of the ABS; or 
4. Make day-to-day or long-term decisions on matters of management, policy, and operations of the ABS.

“Designated principal” means an individual designated by the ABS with whom division staff may communicate on any administrative, procedural, or operational issues.

“Director” means the administrative director of the courts or the director’s designee.

“Division” means the certification and licensing division of the administrative office of the courts.

“Holding company” means a corporation, firm, partnership, limited partnership, limited liability company, trust, or other form of business organization that is not an individual and that directly or indirectly does either of the following: (1) Holds an ownership interest of ten percent or more, as determined by the holding company’s board, in an ABS, or (2) holds voting rights with the power to vote 10 percent or more of the outstanding voting rights of an ABS.
“EconomicOwnership interest” means includes (1) possessing a share of a corporation’s stock, a capital or profits interest in a partnership or limited liability company, or a similar ownership interest in any other form of entity, or (2) a right to receive payments for providing to or on behalf of the entity management services, property, or the use of property (including software and other intangible personal property) that is based, in whole or in part, on the firm’s gross revenue or profits or any portion thereof.  Notwithstanding the foregoing, “economic ownership interest” does not mean include employment-based compensation pursuant to a plan qualified under the Internal Revenue Code of 1986, as hereafter may be amended, or any successor rule, or discretionary bonuses paid to employees.

“Person” means an individual, business corporation, nonprofit corporation, partnership, limited partnership, limited liability company, general cooperative association, limited cooperative association, unincorporated nonprofit association, statutory trust, business trust, common-law business trust, estate, trust, association, joint venture, public corporation, or government or governmental subdivision, agency or instrumentality, or any other legal or commercial entity.

B.	Applicability.  This section governs the administration, licensing, and regulation of alternative business structures, and shall be read with the supreme court rules governing the practice of law. 

C.	Purpose.  This section is intended to result in the effective administration of the alternative business structures licensing program.

D.	Administration.

* * * 

E. Licensure.  
 		
1. Application for Initial Licensure.

a. FormsApplication.  An applicant, including all authorized persons, shall seeking licensure as an ABS must apply for licensure submit a completed application, along with any required information to the on approved forms and file them division staffDivision. The Division determines the form and content of the application. 

(1) Each application must be accompanied by the fee required by this section. 
(2) The application must require documentation of the name and address of each person holding a 10 percent or more ownership interest in the applicant. 
(3) The Division may require the ABS applicant to provide information about a holding company, a management company, or any other person the Division considers sufficiently connected to the ABS. A “sufficient connection” may  include, but is not limited to, an ownership interest or decision-making authority in the ABS applicant if the Division deems review of such information necessary to satisfy the objectives of Rule 33.1(b), Rules of the Arizona Supreme Court, including protecting and  promoting the public interest and ensuring that business policies or procedures do not interfere with a lawyers’ duties and responsibilities to clients.

b.   Application Processing.

(1)	Division staff shall conduct a preliminary review of the submitted application and determine if the application is deficient, the required supporting documents are deficient, fees are deficient, or a combination of these requirements are deficient.

* * *
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