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amending the regulations for the high
way bridge across Spa Creek, Annapolis, 
Md., to better resolve the conflict be
tween vehicular traffic over the bridge 
and boat traffic through thè draw. This 
is due to an increase in vehicular traffic. 
The draw is presently required to open 
on signal, however, the draw may remain 
closed from 7:30 a.m. to 9 a.m. and 4:30 
p.m. Monday through Friday, except 
State and Federal holidays. The pro
posed additional closed periods would be 
in effect from May 1 through October 31 
from 6 a.m. to 12 midnight when the 
draw would be required to open only on 
the hour and half hour. The emergency 
vehicle provision is deleted because it is 
in 33 CFR 117.1a(e).

Interested persons may participate in 
this proposed rule making by submitting 
written data, views, or arguments to the 
Commander (oan), Fifth Coast Guard 
District, Federal Building, 431 Crawford 
Street, Portsmouth, VA 23705. Each per
son submitting comments should include 
his name and address, identify the 
bridge, and give reasons for any recom
mended change in the proposal. Copies 
of all written communications received 
will be available for examination by in
terested persons at the office of the Com
mander, Fifth Coast Guard District.

The Commander, Fifth Coast Guard 
District, will forward any comments re
ceived before March 6, 1973, with his 
recommendations to the Chief, Office of 
Marine Environment and Systems, who 
will evaluate all communications received 
and take final action on this proposal. 
The proposed regulations may be 
changed in the light of comments 
received.

In consideration of the foregoing, it 
is proposed that Part 117 of Title 33 of 
the Code of Federal Regulations, be 
amended by revising § 117.311 to read as 
follows:
§ 117.311 Spa Creek, Md. ; highway 

bridge at Annapolis.
(a) From May 1 through October 31 

the owner of or agency controlling the 
drawbridge shall operate the draw as. 
follows:

(1) From 12 midnight to 6 a.m. the 
draw shall open on signal.

(2) From 7:30 a.m. to 9 a.m. and 4:30 
p.m. to 6 p.m. Monday through Friday 
the draw need not open for the passage 
of vessels." This subparagraph does not 
apply on Federal and Maryland State 
holidays.

(3) From 6 a.m. to 12 midnight, except 
from 7:30 a.m. to 9 a.m. and 4:30 p.m. 
to 6 p.m., the draw shall open on the 
hour and half hour if any vessels are 
waiting to pass. This subparagraph does 
not apply on Federal and Maryland State 
holidays.

(4) On Federal and Maryland State 
holidays the draw shall open on signal.
. (b) From November 1 through April 30 
the owner of or agency controlling the 
drawbridge shall operate the draw as 
follows:

(1) From 7:30 a.m. to 9 a.m. and 4:30 
P-m. to 6 p.m., Monday through Friday, 
the draw need not open. This subpara

graph does not apply on Federal and 
Maryland State holidays.

(2) At all other times, including Fed
eral and Maryland State holidays, the 
draw shall open on signal.

(c) The draw shall open at any time 
for the passage of a public vessel of the 
United States or for a vessel in an emer
gency involving danger to life or prop
erty. The opening signal is four blasts 
of a whistle, horn, or by shouting.

Dated: January 19, 1973.
(Sec. 5, 28 Stat. 362, as amended, sec. 6(g) (2), 
80 Stat. 937;.33 U.S.C. 499, 49 U.S.C. 1655(g) 
(2); 49 CFR 1.46(c) (5), 33 CFR 1.05-1 (c) (4))

W. M. Benkert, 
Rear Admiral, U.S. Coast Guard, 

Chief, Office of Marine En
vironment and Systems.

[FR Doc.73-1559 Filed l-24-73;8:45 am]

[ 46 CFR Ch. I ]
[CGD 72-245P]

CONSTRUCTION REQUIREMENT FOR 
TANK SHIPS

Advance Notice of Proposed Rule 
Making

The Coast Guard is considering certain 
construction standards for pollution 
abatement for new tank ships which in
tend to trade within the navigable wa
ters of the United States. The Intergov
ernmental Maritime Consultative Orga
nization (IMCO) is considering this 
problem on an international level and the 
Ports and Waterways Safety Act of 1972 
(Public Law 92-340) has directed the 
Coast Guard to study this problem from 
the national point of view. The rules 
which may be proposed are described and 
discussed in the statement set forth 
below.

Interested persons may participate in 
the rule making through submission of 
wf itten data, views, or comments regard
ing the proposal to the U.S. Coast Guard 
(GCMC/82), 400 Seventh Street SW„ 
Washington, DC 20590. Communications 
should identify the notice number, CGD 
72-245P, and the name, address, and or
ganization, if any, of the commentator.

All communications received before 
March 15, 1973, will be fully considered 
and evaluated before a Notice of Pro
posed Rule Making is published. Copies 
of all written communications received 
will be available for examination in 
Room 8234, Department of Transporta
tion, Nassif Building, 400 Seventh Street 
SW., Washington, DC, both before and 
after the closing date for receipt of com
ments.

The Coast Guard in cooperation with 
the Maritime Administration and the 
American Institute of Merchant Ship
ping has nearly completed an extensive 
study of the effects of requiring tank 
ships to be capable of carrying sufficient 
ballast for normal operations without re
course to the use of oil tanks for water 
ballast. \

Although the .Study has not been en
tirely completed, and no final conclu
sions reached, the Coast Guard acting

independently is giving consideration to 
proposing regulations which would re
quire a segregated ballast capability on:

(1) Tank ships delivered after Janu
ary 1,1976; and

(2) Tank ships delivered before Janu
ary 1, 1976, whose building contract is 
placed and whose construction is begun 
after January 1, 1974.

The capacity of the segregated ballast 
tanks would be such as to achieve in the 
ballast condition of displacement not less 
than approximately 45 percent of the 
full load displacement of the ship. This 
segregated ballast capacity would be 
achieved in part by fitting, throughout 
the cargo length, a double bottom of a 
m inim um height of one-fifteenth of the 
beam.

This height would be necessary for 
two reasons. First, it would be intended 
that segregated ballast water be carried 
in the double bottoms to significantly 
reduce the problem of intentional dis
charge of oily ballast at sea. Second, the 
double bottoms would provide a degree 
of protection against accidental dis
charge caused by grounding incidents. 
Consideration is also being given to re
quiring that all tankships (new and ex
isting) be capable of retaining oil ballast 
and other wastes such as tank cleaning 
residues on board for shoreside disposal. 
Existing tankships and small new tank- 
ships would be permitted to engage in 
the practice of retention of oil on board 
(load on top) with specified discharge 
criteria.

Comment is also invited as to the de
sirability of applying these proposals to 
tank barges 300 feet long or more en
gaged in ocean and coastwise service.

This notice is issued under the author
ity of: 46 U.S.C. 391a; 49 CFR 1.46(o) (4).

Dated: January 18, 1973.
T. R. Sargent,

Vice Admiral, U.S. Coast Guard, 
Acting Commandant.

[FR Doc.73-1556 Filed l-24-73;8:45 am]

Federal Railroad Administration 
[ 49 CFR Part 215 1

[Docket No. RSFC-3, Notice 2]
RAILROAD FREIGHT CARS

Prohibited Equipment; Postponement 
of Hearing

January 23, 1973.
On November 17, 1972, the Federal 

Railroad Administration published a no
tice of proposed rule making (37 FR 
24445) to prohibit the use of certain 
types and models of freight cars and 
freight car components. The rule mak
ing would add provisions to a proposed 
Part 215 which would establish minimum 
Federal safety standards for railroad 
freight cars (37 FR 19821).

Included in the notice on November 17,
1972, was a notice of a public hearing 
to be held at 10 a.m. on January 25,
1973, in Room 5332, 400 Seventh Street 
SW., Washington, DC. This hearing was 
to be the third in a series of hearings
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concerning railroad freight cars com
mencing on January 23, 1973. The first 
two hearings have been held as sched
uled. However, because the President has 
declared Thursday, January 25, 1973, a 
National Day of Mourning in memory 
of President Johnson, the hearing set 
for that day has been postponed.

The new date, place, and time for the 
hearing will be Thursday, February 8, 
1973, Rooms 5334 and 5336, Nassif 
Building, 400 Seventh Street SW., 
Washington, DC, at 10 a.m. Persons who 
desire to participate at the hearing 
should refer to the original notice (37 
FR 24445) for a brief statement of the 
rules to be followed at the hearing.

Issued in Washington, D.C., on Jan
uary 23,1973.

D onald W . B ennett,
Chief Counsel.

[PR Doc.73-1649 Piled l-24r-73;8:45 am]

FEDERAL MARITIME COMMISSION
[ 46 CFR Ch. IV 1

[No. 72-41]
TRUCK DETENTION AT THE PORT OF 

NEW YORK
Further Enlargement of Time To File 

Replies
January 18, 1973.

Upon request of interested parties, and 
good cause appearing, time within which 
replies to Hearing Counsel may be sub
mitted in this proceeding is enlarged to 
and including February 5, 1973.

F rancis C. Hurney, 
Secretary.

[PR Doc.73-1585 Filed 1-24-73;8:45 am]

[ 46 CFR Part 506 ]
[Docket No. 72-62]

FOREIGN DISCRIMINATION 
AFFECTING U.S. SHIPS

Regulations To Adjust or Meet Condi
tions Unfavorable to Shipping in the
Foreign Trade; Extension of Time
for Filing Comments
Upon request of interested persons, and 

good cause appearing, the schedule for 
filing comments in response to the notice 
of proposed rule making in this proceed
ing (37 FR 27638; December 19, 1972) is 
revised as follows:

Interested persons may file comments 
on the proposed rules on or before Feb
ruary 14,1973. Reply comments of Hear
ing Counsel shall be filed on or before 
March 5,1973. Answers to Hearing Coun
sel's replies shall be filed on or before 
March 15, 1973.

By the Commission.
[seal] F rancis C. H urney,

Secretary.
[FR Doc.73-1584 Filed 1-24-73; 8:45 ami

SECURITIES AND EXCHANGE 
COMMISSION

[ 17 CFR Part 230 1
[Release No. 33-5349]

“PART OF AN ISSUE,” “PERSON RESI
DENT,” AND “DOING BUSINESS 
WITHIN”

Proposed Definitions 
The Securities and Exchange Commis

sion is considering adoption of a pro
posed rule 147 (17 CFR 230.147) which 
would define certain terms in, and 
clarify certain conditions of, § 3(a) (11) 
of the Securities Act of 1933 (the act). 
The Commission believes that the pro
posal would be in the public interest by 
protecting investors and providing, to 
the extent feasible, more certainty in 
determining when the exemption pro
vided by that section of the act is avail
able. Section 3(a) (11) (the intrastate 
offering exemption) exempts from cer
tain provisions of the act, including the 
registration requirements of § 5, securi
ties that are part of an issue offered and 
sold only to persons resident within a 
single State or territory, if the issuer is a 
person resident and doing business with
in that State or territory.

The Commission is aware that there 
are many public offerings of securities 
made in reliance on the exemption from 
registration provided by § 3(a) (11). 
However, some issuers may not be 
familiar with the administrative and 
judicial interpretations of that section, 
and, therefore, may be relying on it mis
takenly. Moreover, the Commission 
believes that local businesses seeking 
financing solely from local sources 
should have objective standards to 
facilitate compliance with § 3(a) (11) 
and the registration provisions of the 
act.

In developing the definitions in, and 
conditions of, the proposed rule, the Com
mission has considered the legislative 
history and judicial interpretations of 
§ 3 (a )( ll )  as well as its own administra
tive interpretations. The Commission be
lieves that a rule codifying certain of 
these interpretations will enable issuers 
to determine with more certainty wheth
er they may use the exemption in offering 
their securities and will give more assur
ance that the intrastate offering exemp
tion is used only for the purpose that 
Congress intended, be., local financing 
of companies primarily intrastate in 
character.1

Persons claiming an exemption pur
suant to the proposed rule would have ttie 
burden of proving that they had satisfied 
all of its conditions. However, the pro
posed rule does not establish exclusive 
standards for complying with § 3(a) (11). 
Persons may claim a § 3(a) (11) exemp-

1 H.R. Rep. No. 85, 73d Cong., 1st Sess. 6-7 
(1933); H.R. Rep. No. 1838, 73d Cong., 2d. 
Sess. 40-41 (1984).

tion without complying with the pro
posed rule if they satisfy the standards 
set forth in relevant administrative and 
judicial interpretations of § 3(a) (11) in 
effect at the time of the transaction.

Proposed rule 147 would only provide 
an exemption from the registration pro
visions of § 5 of the Act. It would not 
provide an exemption from the antifraud 
provisions of the act or of the Securi
ties Exchange Act of 1934 (Exchange 
Act) or from the registration and pe
riodic reporting provisions of §§ 12(g) 
and 13 of the Exchange Act.

Rule 147 is proposed as another step 
in the Commission’s continuing efforts 
to provide protection to investors and, 
where consistent with that objective, to 
add certainty, to the extent feasible, to 
the determination of when the registra
tion provisions of the act apply. Other 
recent Commission actions in this re
gard were:

1. The adoption of rule 144 (17 CFR
230.144) (Securities Act Release No. 
5223) (37 FR 599, 4329) ;

2. The adoption of rule 145 (17 CFR
230.145) (Securities Act Release No. 
5316) (37 FR 23631) ;

3. The announcement of proposed rule 
146 (17 CFR 230.146) (Securities Act 
Release No. 5336) (37 FR 26137).

This notice contains a general dis
cussion of the background, purpose and 
general effect of the proposed rule to 
assist in a better understanding of its 
provisioris. A brief analysis of each sec
tion of the rule is also included. How
ever, attention is directed to the attached 
text of the rule itself for a more complete 
understanding of its provisions.

Background and P urpose

Congress, in enacting the Federal se
curities laws, created a continuous dis
closure system designed to protect in
vestors and to assure the maintenance of 
fair and honest securities markets. The 
Commission, in administering and imple
menting these laws, has sought to co
ordinate and integrate the disclosure 
system with the exemptive provisions 
provided by the laws. Proposed rule 147 
is a further effort in this direction.

Section 3(a) (11) was intended to al
low issuers with localized operations to 
sell securities as part of a plan of local 
financing. Congress apparently believed 
that a company whose operations are re
stricted to one area should be able to 
raise money from investors in the im
mediate vicinity without having to regis
ter the securities with a federal agency. 
In theory, the investors would be pro
tected both by their proximity to the 
issuer and by State regulation.

The Commission has consistently 
taken the position that the exemption 
applies only to local financing provided 
by local investors for local companies. To 
satisfy the exemption, the entire issue 
must be offered and sold exclusively to 
residents of the State in which the is
suer is resident and doing business. An 
offer or sale of part of the issue to a 
single non-resident will destroy the ex
emption for the entire issue.
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Certain basic questions have arisen in 
connection with interpreting section 3 
(a) (ID • They are:

1 . What transactions does the section 
cover;

2. What is “part of an issue” for pur
poses of the section;

3. When is a person “resident within” 
a State or territory for purposes of the 
section; and

4. What does “doing business within” 
mean in the context of the section.

The courts and the Commission have 
addressed themselves to these questions 
in the context of different fact situations, 
and some general guidelines have been 
developed. These guidelines were set 
forth by the Commission in Securities 
Act Release No. 4434 (1961) (26 FR 
11896) and are, for the most part, re
flected in the rule. However, in certain 
respects, as pointed out below, the rule 
differs from past interpretations.

The T ransaction Concept

Although the intrastate offering ex
emption is contained in section 3 of the 
Act, which section is phrased in terms 
of exempt “securities” rather than 
“transactions”, the legislative history 
and Commission and judicial interpreta
tions indicate that the exemption covers 
only specific transactions and not the 
securities themselves. The exemption was 
first enacted as part of section 5 of the 
Act but was, by amendment to the Act 
in 1934, moved to section 3 in order to re
lieve securities dealers of an unintended 
restriction on their trading activity. The 
Commission noted in Release 4434, “This 
amendment was not intended to detract 
from its essential character as a transac
tion exemption.”

The proposed rule reflects this inter
pretation of the exemption as a transac
tion exemption rather than a securities 
exemption.

The “Part of an Issue”  Concept

The determination* of what constitutes 
“part of an issue” for purposes of the 
exemption has been dependent on the 
facts involved in each case. The Com
mission noted in Release 4434 that “any 
one or more of the following factors may 
bo determinative of the question of 
integration:

“1. Are the offerings part of a single 
Plan of financing;

“2. Do the offerings involve issuance of 
the same class of security;

“3- Are the offerings made at or about 
the same time;

“4. Is the same type of consideration to 
be received; and

“5. Are the offerings made for the same 
general purpose.”

Also, the Commission generally has 
deemed intrastate offerings to be “ inte- 
pated”, i.e., considered part of the same 
ssue, with those registered or private 
onenngs made by the issuer at about the 
same time.

propose<* rule does away with the 
ase-by-case determination of what 

*npp  should be integrated and pro- 
h ae.s’ in general, that all securities sold 
y tPe issuer, its predecessor, and its
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affiliates, within any consecutive 6- 
month period, will be automatically 
integrated.
T he “ Person R esident W ithin”  Concept

The object of the exemption, i.e., to 
restrict the offering to persons within the 
same locality as the issuer who are, by 
reason of their proximity, likely to be 
familiar with the issuer and protected 
by the State law governing the issuer, is 
best served by interpreting the residence 
requirement narrowly. The residence of 
individuals has usually been considered 
to mean their domicile rather than a 
temporary residence. The domicile of an 
individual must be determined in each 
instance in accordance with the .relevant 
State law. Business organizations gen
erally have been considered to be resi
dents of the State where they are orga
nized. In addition, the determination of 
whether all parts of the issue have been 
sold only to residents can be made only 
after the securities have “come to rest” 
in the hands of the investors.

The proposed rule does not substan
tially change these concepts, but it does 
abandon the domicile test and attempts 
to provide more objective standards for 
determining when a person is considered 
a resident and when securities have come 
to rest.

T he “ Doing Business W ithin”  
R equirement

Because the primary purpose of the 
intrastate exemption was to allow an 
essentially local business to raise money 
within its community where the inves
tors would be likely to be familiar with 
the business and with the management, 
the doing business requirement has 
traditionally been viewed strictly. First, 
not only should the business be located 
within the State; but the principal or 
predominant business must be carried on 
there* Second, substantially all of the 
proceeds of the offering must be put to 
use within the local area.*

The proposed rule reinforces these re
quirements by providing specific per
centage amounts of business that must 
be conducted within the State and of 
proceeds that must be spent in connec
tion with such business. In addition, the 
proposed rule requires the principal 
office of the issuer to be within the State.

P roposed R ule 147 (17 CFR 230.147)
1. Introductory note. There is an in

troductory note to the proposed Rule 
which briefly explains its purpose and 
provisions.

2. Transactions Covered—Rule 147(a). 
Paragraph (a) of the proposed rule pro
vides that offers, offers to sell, offers for 
sale, and sales of securities that meet the 
conditions of the Rule will be deemed to 
be exempt from the Act pursuant to sec
tion 3(a) (11). Those conditions .are: (1) 
The issuer must be resident and doing 
business within the State or territory in

* Chapman et al. v. Dunn, 414 F. 2d. 163 
(6th Cir. 1969).

* SEC v. Truckee Showboat, Inc. 157 F .  
Supp. 824 (S.D. Cal. 1957).
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which the securities are offered and sold 
(Rule 147(c)) ;  (2) the offerees and pur
chasers must be resident within such 
State or territory (Rule 147(d)) ;  (3) re
offers and resales must be limited (Rule 
147(e)); and (4) precautions must be 
taken against interstate distribution 
(Rule 147 (f) ) .  In addition, the proposed 
rule defines “part of an issue.”

3. Definition of “Part of an Issue"— 
Rule 147(b). Paragraph (b) of the pro
posed rule defines “part of an issue” of 
securities for purposes of the rule as all 
securities of the issuer, its affiliates and 
predecessors, other than those exempt 
under section 3(a) of the Act, that are 
offered or sold by the issuer, its affiliates 
and predecessors within any consecutive 
6-month period. For purposes of the 
rule, offerings of securities by separate 
and distinct business enterprises for 
separate and distinct purposes would not 
be deemed part of an issue solely because 
both issuers had the same general 
partner.

This definition is intended to create 
greater certainty and to obviate the need 
for a case-by-case determination of 
when intrastate offerings should be in
tegrated with other offerings, such as 
those registered under the Act or made 
pursuant to the exemption provided by 
section 4(2) of the Act.

4. Nature of the Issuer—Rule 147 (c) — 
“Person Resident Within"—Rule 147
(c) (1). Subparagraph (c) (1) of the pro
posed rule defines the situations in which 
issuers would be deemed to be “resident 
within” a State or territory. A corpora
tion, partnership, trust or other form of 
business organization must be incor
porated, organized or established pur
suant to the laws of such State or terri
tory. In addition, if a partnership, all the 
general partners must be resident within 
such State or territory.

5. Nature of the Issuer—Rule 147(c) — 
Doing Business Within—Rule 147(c) (2). 
Subparagraph (c) (2) of the proposed 
rule provides that the issuer would be 
deemed to be “doing business within” a 
State or territory in which the offers and 
sales are to be made if: (1) At least 80 
percent of its gross revenues on a con
solidated basis during its most recent 
fiscal year and any subsequent fiscal 
period were derived from the operation 
of property located in or from the manu
facture of products or rendering of serv
ices within the State or territory and at 
least 80 percent of its assets as at the 
end of its most recent fiscal quarter are 
located within such State or territory; 
(2) it intends to use and does use not 
less than 90 percent of the proceeds from 
the sales made pursuant to the rule in 
such State or territory; and (3) its prin
cipal office is located in the State or 
territory.

These provisions are intended to assure 
that the issuer is primarily a local 
business.

6. Offerees and Purchasers: Persons 
Resident—Rule 147(d). Paragraph (d) 
of the proposed rule provides that offers 
and sales may be made only to persons 
resident within the State or territory. 
An offeree or purchaser of any part of an
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issue would be deemed to be a person 
resident within the State or territory if 
such person satisfied the residence 
standards of subparagraph (c) (1) of the 
rule, discussed above.

In addition, subparagraph (d)(3) of 
the proposed rule provides that, with re
spect to any entity organized for the 
specific purpose of acquiring securities in 
an offering, the residence of such entity 
shall be deemed to be the residence of 
each of beneficial owners of interest in 
such entity.

Subparagraph (d) (2) provides that an 
individual, in order to be deemed a resi
dent, must have his principal residence 
in the State and must not have any 
present intention of moving his principal 
residence to another State.

7. Limitations on Reoffers and Re- . 
sales—Rule 147(e). Paragraph (e) of 
the proposed rule provides that during 
the period of the distribution of any part 
of the issue and for a period of 12 months 
from the date of the last sale of any 
part of the issue, reoffers and resales of 
any part of the issue by any person 
shall be made only to persons resident 
within the same State or territory. This, 
is intended to provide objective standards 
for determining when an issue “conies to 
rest.”

Persons who acquire securities from 
issuers or affiliates in transactions com
plying with the rule would acquire un
registered securities that could only be 
reoffered and resold pursuant to an ex
emption from ttie registration provisions 
of the Act. During the distribution of the 
securities and for a period of 12 months 
after the last sale of any part of the 
issue of such securities, as defined in the 
rule, such persons could only reoffer or 
resell their securities pursuant to sec
tion 3 (a )(11).

The Commission is considering alter
natives to the 12-month period, and ac
cordingly, particularly Invites comments 
on this point.

8. Precautions Against Interstate Dis- 
tributoins—Rule 147(f). Paragraph (f) 
of the proposed rule would require is
suers to take steps to preserve the exemp
tion, since any reofifer or resale of any 
part of the issue to persons resident in 
another State or territory will, under 
the Act, be in violation of section 5. The 
required steps are:

(a) Placing a legend on the certificate 
or other document evidencing the secu
rity stating that the securities have not 
been registered under the Act and setting 
forth the restrictions on transferability 
of the securities;

(b) Issuing stop transfer instructions 
to the issuer’s transfer agent, if any, with 
respect to the securities, or, if the issuer 
transfers its own securities, making a 
notation in the appropriate records of 
the issuer;

(c) Disclosing the restrictions on re
offer and resale in writing to the person 
to whom any part of the issue is offered 
or sold;-

(d) Obtaining a written representation 
from each purchaser as to his residence.

P roposed Operation op P roposed 
R ule 147

If the proposed rule is adopted, it 
would operate prospectively only. The 
staff would issue interpretative letters to 
assist persons in complying with the new 
rule, but would not issue “ no-action” 
letters in regard to transactions in re
liance on section 3(a) (11) outside the 
rule.

The rule, if adopted, would be a non
exclusive rule. However, persons who 
chose to rely on section 3(a) (11) without 
complying with all the conditions of the 
rule would have the burden of establish
ing that they had complied with the 
judicial and administrative interpreta
tions of section 3(a) (11) in effect at the 
time of the offering.

The Commission wants to emphasize 
that the exemption provided by section
3.(a) (11) is an exemption from the regis
tration provisions of the Act only. The 
civil liability provisions of section 12(2) 
and the antifraud provisions of section 
17 of the Act and of section 10(b) of the 
Securities Exchange Act of 1934, are ap
plicable to transactions exempted pursu
ant to section 3(a) (11).

In view of the objectives and policies 
underlying the Act, the rule will not be 
available to any individual or entity with 
respect to any transaction which, al
though in techrflcal compliance with the 
provisions of the rule, is part of a plan 
by such individual or entity to sell or re
sell Securities of a local issuer to nonresi
dents of the State in which the issuer 
does business. In the event such sale or 
resale takes place, registration would be 
required. In addition, any plan or scheme 
that involves a series of offerings by affil
iated organizations in various States 
may, even if in technical compliance with 
the rule, be outside the parameters of 
the rule and of section 3(a) (11).

Commission action: Pursuant to au
thority in sections 3(a) (11), 5 and 19(a) 
of the Securities Act of 1933, as amended, 
the Securities and Exchange Commission 
proposes to amend Part 230 of Chapter 
n  of Title 17 of the Code of Federal Reg
ulations by adding thereunder new sec
tion 230.147 as set forth below;
§ 230.147 “ Part o f an Issue,”  “ Person 

Resident,”  and “ Doing Business 
Within”  for Purposes o f Section 
3 (a ) (1 1 ) .

Section 3(a) (11) of the Securities Act 
exempts transactions in “any security 
which is part of an issue offered and sold 
only to persons resident within a single 
State or territory, where the issuer of 
such security is a person resident and 
doing business within * * * such State 
or territory.”  As the Commission ob
served in Securities Act Release 1459 
(1937) (Do.), the legislative history sug
gests that the exemption was intended to 
apply only to issues “which in reality 
represent local financing by local indus
tries, carried out purely through local 
purchasing.” Section 230.147 is intended 
to provide more objective standards for 
those issuers who wish to comply with

the conditions of the exemption. All of 
the conditions of the section must be 
satisfied in order for the section to be 
available. These conditions are that the 
issuer be a resident of and doing business 
within the State or territory in which 
offers or sales are made, that no part 
of the issue be offered or sold to nonresi
dents for a period of time after distribu
tion of the issue. The section defines 
“part of an issue,” “ resident,” and “doing 
business within.” Persons claiming the 
protection of the section have the burden 
of proving that they have satisfied all of 
its conditions. The proposed section does 
not establish exclusive standards for 
complying with § 3 (a )( l l ) .  Persons may 
claim a § 3(a) (11) exemption without 
complying with the proposed section if 
they satisfy the standards set forth in 
relevant administrative and judicial in
terpretations in effect at the time of the 
transaction, but they have the burden 
of proving its availability.

(a) Transactions covered. Offers, of
fers to sell, offers for sale, and sales by 
an issuer of its securities shall be deemed 
to be part of an issue offered and sold 
only to persons resident within a single 
State or territory where the issuer is a 
person resident and doing business 
within such State or territory within the 
meaning of § 3(a) (11) of the act if all of 
the conditions of the section are satisfied.

(b) Part of an issue. For purposes of 
the section, all securities, other than 
those exempt pursuant to § 3(a) of the 
act, of the issuer, its affiliates, and pred
ecessors, offered, offered for sale, or sold 
by the issuer, its affiliates and predeces
sors within any consecutive 6-month pe
riod shall be deemed to be part of the 
same issue; Provided, however, That se
curities offered, offered for sale, or sold 
by a person which is a business enter
prise separate and distinct from the 
issuer and which is affiliated with the 
issuer solely by reason of the existence of 
a common general partner, shall be 
deemed not to be a part of such issue.

(c) Nature of the issuer. The issuer of 
the securities shall be a person resident 
and doing business within the State or 
territory in which the offers, offers to 
sell, offers for sale, and sales are made.

(1) Person resident. The issuer shall be 
deemed to be a resident of such State or 
territory if:

(1) A corporation, trust, or other form 
of business organization, other than a 
partnership, it is incorporated in or orga
nized under the laws of suqh State or 
territory;

(ii) A partnership, it is organized under 
the laws of such State or territory and 
all of its general partners are residents of 
such State or territory.

(2) Doing business within. The issuer 
shall be deemed to be doing business 
within a State or territory of:

(i) The issuer derived at least 80 per
cent of its gross revenues on a consoli
dated basis during its most recent fiscal 
year and subsequent 3-, 6-, or 9-month 
period, from the operation of property 
located in or from the manufacture of
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products or rendering of services within 
such State or territory, and has, as at the 
end of its most recent fiscal quarter, at 
least 80 percent of its assets within such 
State or territory ;

(ii) The issuer intends to use and uses 
at least 90 percent of the proceeds from 
sales made pursuant to this rule in con
nection with the operation of a business 
or purchase of real property located in, 
or rendering of services within, such 
State or territory; and

(iii) The principal office of such organ
ization is located within such State or 
territory.

(d) Offerees and purchasers: Person 
resident. Offers, offers to sell, offers for 
sale, and sales shall be made only to per
sons resident within the State or territory 
of which the issuer is a resident.

(1) A corporation, partnership, trust, 
or other form of business organization 
shall be deemed to be a resident of a 
State or territory if it meets the residence 
conditions set forth in paragraph (c) (1) 
as to issuers.

(2) An individual shall be deemed to 
be a resident of a State or territory if 
such individual has, at the time of the 
offer and sale, his principal residence

PROPOSED RULE MAKING
in the State or territory and has no pres
ent intention of moving his principal 
residence to a different State or territory.

(3) In any case in which a corporation, 
partnership, trust, or other form of busi
ness organization is organized for the 
specific purpose of acquiring part of an 
issue offered pursuant to § 3(a) (11), the 
residence of such organization shall be 
deemed to be the residence of each of 
the beneficial owners of any interest in 
such organization.

(e) Limitation on reoffers and resales. 
During the distribution of any part of 
the issue and for a period of 12 months 
from the date of the last sale of securities 
which are any part of that issue, all re
offers, reoffers for sale, and resales of 
any part of the issue, by any person, 
shall be made only to persons resident 
within such State or territory.

(f) Precautions against interstate dis
tributions. The issuer shall, in connection 
with any securities offered or sold pur
suant to this section:

(1) Place a legend on the certificate 
or other document evidencing the secu
rity stating that the securities have not 
been registered under the act and setting 
forth the, restrictions on transferability 
of the securities;

2471

(2) Issue stop transfer instructions to 
the issuer’s transfer agent, if any, with 
respect to the securities, or, if the issuer 
transfers its own securities, make a nota
tion in the appropriate records of the 
issuer;

(3) Disclose the restrictions on reoffer 
and resale in writing to the person to 
whom the issue is offered and sold;

(4) Obtain a written representation 
from each purchaser as to his residence.

All interested persons are invited to 
submit their views and comments on the 
proposed rule 147 to Richard H. Rowe, 
Associate Director, Division of Corpora
tion Finance, Securities and Exchange 
Commission, Washington, D.C. 20549, on 
or before March 15, 1973. Such commu
nications should refer to File No. S7-472. 
All such communications will be avail
able for public inspection.
(Secs. 8(a) (11), 5, 19(a), 48 Stat. 75, 77, 85; 
secs. 202, 203, 209, 48 Stat. 906, 908; secs. 5, 
6, 68 Stat. £84; sec. 12, 78 Stat. 580, 15 U.S.O. 
7 7 (c)(11), 77(e), 77(s )(a ))

By the Commission.
[seal] R onald F. H unt,

Secretary.
January 8, 1973.
[PR Doc.73-1517 Piled l-24r-73;8:45 am]
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DEPARTMENT OF STATE
[Public Notice CM-4]

ADVISORY COMMISSION ON INTER
NATIONAL EDUCATIONAL AND 
CULTURAL AFFAIRS

Notice of Meeting
The Advisory Commission on Interna

tional Educational ahd Cultural Affairs 
will meet in open session on Friday, 
February 2, 1973, in Conference Room 
1207 at the Department of State, begin
ning 9 a.m. The members will continue 
discussion of a study of Commission or
ganization and procedures now under 
review. For purposes of building security, 
anyone wishing to attend must advise 
the Staff Director by téléphoné in ad
vance of the meeting. Telephone.: 
632-2764.

M argaret G. T w yman ,
Staff Director, 

Commission Secretariat.
January 16, 1973.
[PR Doc.73-1340 Piled 1-24-73:8:45 am]

DEPARTMENT DF THE 
TREASURY

Fiscal Service
[Dept. Circ. 570,1972 Rev., Supp. No. 13]

FINANCIAL INDEMNITY COMPANY
Surety Company Acceptable on 

Federal Bonds
A Certificate of Authority as an ac

ceptable surety on Federal bonds has 
been issued by the Secretary of the 
Treasury to the following company 
under sections 6 to 13 of Title 6 of the 
United States Code. An underwriting 
limitation of $501,000.00 has been estab
lished for the company.
Name of company, location of principal

executive office, and state in which
incorporated:

Financial Indemnity Company 
Los Angeles, California 

California
Certificates of Authority expire on 

June 30 each year, unless sooner revoked, 
and new Certificates are issued on July 1 
so long as the companies remain quali
fied (31 CFR Part 223). A list of qualified 
companies is published annually as of 
July 1 in Department Circular 570, with 
details as to underwriting limitations, 
areas in which licensed to transact fidel
ity and surety business and other infor
mation. Copies of the Circular, when

Notices
issued, may be obtained from the Treas
ury Department, Bureau of Accounts, 
Audit Staff, Washington, D.C. 20226.

Dated: January 18,1973.
[seal] John K . Carlock,

Fiscal Assistant Secretary.
[PR Doc.73-1538 Piled l-24-73;8:45 am]

Internal Revenue Service
TAX TREATMENT OF CONTRIBUTIONS 

OF APPRECIATED PROPERTY TO 
POLITICAL PARTIES

Notice of Hearing
A notice giving interested persons the 

opportunity to submit written comments 
or suggestions and to request a public 
hearing relating to the tax treatment of 
contributions of appreciated property to 
committees of political parties appeared 
in the Federal R egister for Thursday, 
October 19,1972 (37 FR 22427).

A public hearing on the matters con
tained in the notice will be held on 
Thursday, March 1, 1973, beginning at 
10 a.m., e.s.t., in Room 3313, Internal 
Revenue Building, 1111 Constitution Ave
nue NW., Washington, DC 20224.

The rules of § 601.601(a) (3) of the 
Statement of Procedural Rules (26 CFR 
Part 601) shall apply with respect to 
such public hearing. Copies of these rules 
may be obtained by a request directed 
to the Commissioner of Internal Reve
nue, Attention: CC:LR:T, Washington, 
D.C. 20224, or by telephoning (Washing
ton, D.C.) 202-964-3935. Under such 
§ 601.601(a) (3), persons who have sub
mitted written comments or suggestions 
by January 5, 1973, and who desire to 
present oral comments at such hearing 
should by February 15, 1973, submit an 
outline of the topics and the time they 
wish to devote to each topic. Such out
lines should be submitted to the Commis
sioner of Internal Revenue, Attention: 
CC:LR:T, Washington, D.C. 20224.

Persons who desire a copy of such 
written comments or suggestions or out
lines and who desire to be assured of 
their availability on or before the be
ginning of such hearing should notify 
the Commissioner, in writing, at the 
above address by February 22, 1973. In 
such a case, unless time and circum
stances permit otherwise, the desired 
copies are deliverable only at the above 
address. The charge for copies is twenty- 
five cents ($0.25) per page, subject to a 
minimum charge of $1.00.

L ee H . H e n k e l , J r .,
Chief Counsel.

[FR Doc.73-1599 Filed 1-23-73:8:45 am]

DEPARTMENT OF JUSTICE
Bureau of Narcotics and Dangerous 

Drugs
RESEARCH AND DEVELOPMENT 

ADVISORY COMMITTEE
Notice of Meeting

Pursuant to 21 U.S.C. 874, the Bureau 
of Narcotics and Dangerous Drugs (Bu
reau) will convene a meeting of its Re
search and Development Advisory Com
mittee) on Monday, January 30, 1973.

In accordance with section 13(d) of 
Executive Order 11671 (dated June 5, 
1972, released June 6,1972), I have deter
mined that because the activities of the 
Committee are analogous to those recog
nized in 5 U.S.C. 552(b) (7), in that they 
relate to the continued development of 
the investigative and enforcement capa
bilities of thq Bureau, they should be 
withheld from disclosure. Accordingly, 
the meeting will not be open to the 
public.

Dated: January 19,1973.
John E. Ingersoll, 

Director, Bureau of Narcotics 
and Dangerous Drugs.

[FR Doc.73-1596 Filed l-24r-73;8:45 am]

DEPARTMENT DF THE INTERIOR
Bureau of Land Management 

[R 4761]
CALIFORNIA

Notice of Proposed Withdrawal and 
Reservation of Lands

January 18,1973.
The Forest Service, U.S. Department 

of Agriculture, has filed application 
Serial No. R 4761 for the withdrawal of 
the national forest lands described below 
from appropriation under the mining 
laws (30 U.S.C. Ch. 2) but not from 
leasing under the mineral leasing laws, 
subject to valid existing rights.

Prior to the filing of the proposed with
drawal application, these lands were 
open to entry under the general mining 
laws. The Forest Service has requested 
the withdrawal from mining in order 
to assure that the lands will remain in 
Federal ownership and to prevent activi
ties adverse to public recreation uses.

On or before February 27, 1973, all 
persons who wish to submit comments, 
suggestions, or objections in connection 
with the proposed withdrawal may pre
sent their views in writing to the under
signed officer of the Bureau of Land
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