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disseminate information, issue reports and other publications, and con-v 
duct such other activities as it may deem appropriate to provide for the 
effective participation of the United States in the observance of World 
Population Year.

(d) The Commission may establish such subcommittees or working 
groups, the membership of which may include persons not members of 
the Commission, as it may deem necessary for the fulfillment of its tasks.

(e) The Commission shall conclude its work by the end of the year 
1974 and shall make a report to the President on its work within thirty 
days thereafter, at which time the Commission shall be .deemed to be 
terminated.

Sec . 3. Assistance and Cooperation, (a) The Commission is author
ized to request any agency of the executive branch of the Government 
to furnish the Commission with such information and advice and services 
as may be useful to it for the fulfillment of its functions under this Order. 
Each such agency is authorized, to the extent permitted by law and 
within the limits of available funds, to furnish such information, advice, 
and services to the Commission upon request of the Chairman or Execu
tive Secretary of the Commission.

(b„) Subject to the availability of funds, the Commission may procure 
the temporary services of experts to assist it in its work, in accordance 
with the provisions of section 3109 of title 5 of the United States Code.

(c) The Departments of State and of Health, Education, and Wel
fare shall, to the extent permitted by law, provide the Commission with 
administrative services, facilities, and funds necessary for its activities. 
The Department of State shall provide an Executive Secretary for the 
Commission.

(d) The Secretaries of State and Health, Education, and Welfare 
shall participate with the Commission in order that activities which 
may be undertaken by the executive branch of the United States Gov
ernment in observance of World Population Year and those undertaken 
by the Commission may be properly coordinated.

(e) The President of the Senate and the "Speaker of the House of 
Representatives shall be invited to designate two Members of each House 
to participate with the Commission in order that activities which may 
be undertaken by the Congress in observance of World Population Year 
and those undertaken by the Commission may be properly coordinated.

T h e  W h it e  H o u se ,
January, 17,1974.

[FRDoc.74-1783 Filed 1—17—74;3:14pm]
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Title 7— Agriculture
CHAPTER IX— AGRICULTURAL MARKET

ING SERVICE (MARKETING AGREE
MENTS AND ORDERS; FRUITS, VEGE
TABLES, NUTS), DEPARTMENT OF 
AGRICULTURE -

[Lemon Beg. 621, Arndt. 1]
PART 910— LEMONS GROWN IN 

CALIFORNIA AND ARIZONA
Limitation of Handling

This regulation increases the quantity 
of Califomia-Arizona lemons that may 
be shipped to fresh market during the 
weekly regulation period January 13-19, 
1974. The quantity that may be shipped 
is increased due to improved market con
ditions for Califomia-Arizona lemons. 
The regulation and this amendment are 
issued pursuant to the Agricultural Mar
keting Agreement Act of 1937, as 
amended, and Marketing Order No. 910.

(a) Findings. (1) Pursuant to the 
marketing agreement, as amended, and 
Order No. 910, as amended (7 CFR Part 
910), regulating the handling of lemons 
grown in California and Arizona, effec
tive under the applicable provisions of 
the Agricultural Marketing Agreement 
Act of 1937, as amended (7 U.S.C. 601- 
674) , and upon the basis of the recom
mendations and information submitted 
by the Lemon Administrative Committee, 
established under the said amended mar
keting agreement and order, and upon 
other available information, it is hereby 
found that the limitation of handling of 
such lemons, as hereinafter provided, 
will tend to effectuate the declared policy 
of the act.

(2) The need for an increase in the 
quantity of lemons available for handling 

-during the current week results from 
changes that have taken place in the 
marketing situation since the issuance 
of Lemon Regulation 621 (39 FR 1599). 
The marketing picture now indicates 
that there is a greater demand for 
lemons than existed when the regulation 
was made effective. Therefore, in order to 
provide an opportunity for handlers to 
handle a sufficient volume of lemons to 
All the current market demand thereby 
making a greater quantity of lemons 
available to meet such increased demand, 
the regulation should be amended, as 
hereinafter set forth.

<3) i t  is hereby further found that it 
is impracticable and contrary to the pub
lic interest to give preliminary notice, 
engage in public rulemaking procedure, 
end postpone the effective date of this 
amendment until 30 days after publica
tion hereof in the F ederal R egister (5 
U.S.C. 553) because the time interven
ing between the date when information

upon which this amendment is based 
became available and the time when this 
amendment must become effective in 
order to effectuate the declared policy of 
the act is insufficient, and this amend
ment relieves restriction on the handling 
of lemons grown in California and 
Arizona.

(b) Order, as amended. Paragraph (b)
(1) of § 910.921 (Lemon Regulation 621 
(39 FR 1599) is hereby amended to read 
as follows: “The quantity of lemons 
grown in California and Arizona which 
may be handled during the period Jan
uary 13, 1974 through January 19, 1974, 
is hereby fixed a t 215,000 cartons.”
(Secs. 1-19, 48 Stat. 31, as amended (7 TJ.S.C. 
601-674))

Dated: January 16,1974.
Charles R. B rader, 

Deputy Director, Fruit and Veg
etable Division, Agricultural 
Marketing Service.

[FR Doe.74-1713 Filed 1-18-74;8:45 am]

PART 959— ONIONS GROWN IN SOUTH 
TEXAS

Minimum Quality and Size Requirements
This regulation requires early spring 

onions produced in South Texas to meet 
minimum quality and size requirements. 
This should promote orderly marketing 
of such onions by keeping less desirable 
qualities and sizes from being shipped to 
consumers:

Notice of rulemaking with respect to a 
proposed handling regulation, to be ef
fective under Marketing Agreement No. 
143 and Marketing Order No. 959, both 
as amended (7 CFR Part 959), regu
lating the handling of onions grown in 
the production area, was published in the 
December 14, 1973, F ederal R egister (38 
FR 34467). This program is effective 
under the Agricultural Marketing Agree
ment Act of 1937, as amended (7 U.S.C. 
601 et seq.). The notice afforded inter
ested persons through December 28, 
1973, to file written data, views or argu
ments pertaining to that proposal. None 
was filed.

Findings. After consideration of all 
relevant matters, including the proposal 
set forth in the aforesaid notice which 
was recommended by the South Texas 
Onion Committee, established pursuant 
to said marketing agreement and order, 
it is hereby found and determined that 
the handling regulation, as hereinafter 
set forth, will tend to effectuate the de
clared policy of the act.

The recommendations of the commit
tee reflect its appraisal of the expected

volume and composition of the 1974 
early spring crop of South Texas onions 
and of the marketing prospects for the 
shipping season which is expected to be
gin on or about March 11.

The grade and size requirements are 
intended to prevent onions of poor qual
ity or undesirable sizes from being dis
tributed in fresh market channels.

The container requirement prevents 
the use of off-size or deceptive contain
ers. However, it does not preclude the 
use of containers customarily packed for 
the buying trade. The prohibition on 
packaging and loading onions on Sunday 
is designed to provide more orderly mar
keting by tailoring shipments from the 
production area more closely to the abil
ity of receiving markets to accept 
marketing.

Exceptions are provided to certain of 
these requirements to recognize special 
situations in which such requirements 
would be inappropriate or unreasonable. 
Up to 100 pounds of onions may be han
dled, other than for resale, per day with
out regard to requirements of this sec
tion in order to avoid placing an 
unreasonable burden on persons han
g ing non-commercial quantities of 
onions.

The regulations with respect to special 
purpose shipments are designed to allow 
the use of containers which have been 
the subject of experimental shipments 
during past seasons, and should encour
age exports by allowing the use of con
tainers required for such purposes. Ship
ments for relief or charity are exempt 
from inspection and assessment require
ments since little useful purpose would 
be served by regulating such shipments.

The regulation is as follows:
§ 959.314 Limitation of shipments.

During the period beginning March 11, 
1974, through May 12, 1974, no handler 
may package or load onions on any Sun
day, or handle any lot of onions grown 
in the production area, except red on
ions, unless such onions meet the grade 
requirements of paragraph (a) of this 
section, one of the applicable size re
quirements of paragraph (b) of this sec
tion, the container requirements of 
paragraph (c) of this section, and the 
inspection requirements of paragraph
(d) of this section, or unless such onions 
are handled in accordance with the pro
visions of paragraph (e) or (f) of this 
section.

(a) Grade requirements. Not to exceed 
20 percent defects of U.S. No. 1 grade. In 
percentage grade lots, tolerances for seri
ous damage shall not exceed 10 percent 
including not more than 2 percent decay.
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Double the lot tolerance shall be permit
ted in individual packages in percentage 
grade lots. Application of tolerances to 
U.S. Grade Standards shall apply to to- 
grade lots.

(b) Size requirements. (1> “Small’ —
1 to 2y4 inches to diameter » and limited 
to whites only;

(2) “Repacker”—1 % to 3 inches in 
diameter, with 60 percent or more 2 
inches in diameter or larger;

(3) “Medium”—2 to 3% inches in di- 
flpiotcr * or

(4) “Jumbo”—3 inches or larger in 
diameter.

(c) Container requirements. (1) 25- 
pound bags, with not to exceed to any 
lot an average net weight of 27 % pounds 
per bag, and with outside dimensions not 
larger than 29 inches by 31 inches; or

(2) 50-pound bags, with not to exceed 
in any lot an average net weight of 55 
pounds per bag, and with outside di
mensions not larger than 33 inches by 
38% inches.

(3) These container requirements shall 
not be applicable to onions sold to Fed-
o r a l  q c r p r ip ip c

(d) Inspection. (1) No handler may 
handle any onions regulated hereunder 
(except pursuant to paragraph (e) or
(f) (3) of this section) unless an ap
propriate inspection certificate has been 
issued with respect thereto and the cer
tificate is valid at the time of shipment.

(2) No handler may transport or cause 
the transportation by motor vehicle of 
any shipment of onions for which an in
spection certificate is required unless 
each such shipment is accompanied by 
a  copy of the inspection certificate ap
plicable thereto or by documentary evi
dence on forms furnished by the com
mittee identifying truck lots to which a 
valid inspection certificate is applicable 
and a copy of such inspection certificate 
or committee document, upon request, is 
surrendered to authorities designated by 
the committee.

(3) For purposes of operation under 
this part each inspection certificate or 
committee form required as evidence of 
inspection is hereby determined to be 
valid for a period not to exceed 72 hours 
following completion of inspection as 
shown on the certificate.

(e) Minimum quantity exemption. Any 
handler may handle, other than for re
sale, up to, but not to exceed 100 pounds 
of onions per day without regard to the 
requirements of this section, but this ex
emption shall not apply to any shipment 
or any portion thereof of over 100 pounds 
of onions.

(f) Special purpose shipments and 
culls. (1) Onions may be handled to con
tainers customarily, packed for the retail 
trade and to other designated special 
purpose containers as follows:

(i) Each handler desiring to make such 
shipments shall first apply to the com
mittee for and obtain a Certificate of 
Privilege to make such shipments.

(ii) After obtaining an approved Cer
tificate of Privilege, each handler may 
handle onions packed in 2, 3 or 5-pound 
containers customarily packed for the

retail trade, 20-kilogram bags, or 50- 
pound cartons, if they meet the grade, 
size, and inspection requirements of 
paragraphs (a ), (b) and (d> of this sec
tion and if they are handled in accord
ance with the reporting requirements es
tablished in subparagraph (2) of this 
paragraph on such shipments: Provided, 
That shipments of 2, 3 and 5-pound con
tainers shall not exceed 10 percent of a 
handler’s total weekly onion shipments, 
a.nri provided further that shipments of 
50-pound cartons shall not exceed 10 
percent of a handler’s total weekly onion 
shipments of all onions allowed to be 
marketed under this section.

(iii) The average gross weight per lot 
of onions packed to master containers 
shall not exceed 115 percent of the des
ignated net contents.

(iv) The average net weight per lot 
of 50-pound cartons shall not exceed 
55 pounds.

(v) The average net weight per lot of 
20-kilogram bags shall not exceed 22 
kilograms, and with outside dimensions 
of such bags not greater than 32 inches 
by 36 inches.

(vi) 20-kilogram bags shall be conspic
uously labeled with the words “FOR EX
PORT ONLY” and shipments shall be 
only to points outside of the 48 con
tiguous States of the United States, the 
District of Columbia, Canada, or Mexico.

(2) Reporting requirements for ship
ments in designated special purpose con- 
tainers«

(i) Each handler who handles such 
shipments of onions in containers cus
tomarily packed for the retail trade and 
in other designated special purpose con
tainers, shall report thereon to the com
mittee, the inspection certificate num
bers, the grade and size of onions packed, 
and the size of the containers in which 
such onions were handled. Such reports, 
to accordance with § 959.80, shall be 
furnished to the committee in such man
ner, on such forms and at such times as 
it may prescribe. Also, each handler of 
such shipments of onions shall maintain 
records of such marketings, pursuant to 
§ 959.80(c). Such records shall be sub
ject to review and audit by the commit
tee to verify reports thereon.

(3) Onions failing to meet require
ments.

(D Onions failing to meet the grade, 
size, and container requirements of this 
section, and not exempted under para
graph (e) of this section, may be han
dled only pursuant to § 959.126. Culls 
may be handled pursuant to § 959.126 
(a) (1). Shipments for relief or charity 
may be handled without regard to in
spection and assessment requirements.

(g) Definitions. The term “U.S. No. 
1” shall have the same meaning as set 
forth in the United States Standards 
for Grades of Bermuda-Granex-Grano 
Type Onions (§§ 51.3195-51.3209 of this 
title), or in the United States Stand
ards for Grades of Onions (Other Than 
Bermuda-Granex-Grano and Creole 
Types) (§§ 51.2830-51.2854 of this title), 
whichever is applicable to the particular 
variety.

All terms used in this section shall 
have the same meaning as when used in 
Marketing Agreement No. 143, as 
amended, and this part.
(Secs. 1-19, 48 Stat. 81, as amended; (7 
U.S.C. 601-674))

Dated January 16, 1974, to become 
effective March 11,1974.

„ Charles R. B rader, 
Deputy Director, Ffuit and 

Vegetable Division, Agricul
tural Marketing Service.

[PR Doc. 74—1712 Piled l-18-74;8:45 am]

Title 10— Energy
CHAPTER I— ATOMIC ENERGY 

COMMISSION
PART 73— PHYSICAL PROTECTION OF 

PLANTS AND MATERIALS
Fixed Site and In-Transit Requirements; 

Correction
In  FR Doc. 73-27095, appearing* at 

page 35430, in the issue for December 28, 
1973, the following changes should be 
made:

1. In § 73.1 the last line of paragraph
(b)(1), on page -35431 should read 
“(grams U-233+grams plutonium).”

2. In § 73.2 the sixth line of paragraph
(m) on page 35431 should read “build
ings means an integral door lock or”.

3. In  § 73.31, on page 35432, paragraph
(b) should be corrected to read as fol
lows:
§ 73.31 Shipment by road.

* * • * *
(b) All motor vehicles used to trans

port special nuclear material shall be 
equipped with a radiotelephone which 
can communicate with a licensee or his 
agent. The licensee or agent with whom 
com m unications shall be maintained for 
different segments of the shipment'shall 
be predesignated before a shipment is 
made. Calls to such licensee or agent 
shall be made at least every 2 hours 
when radiotelephone or conventional 
telephone coverage along the route is 
available to relay position and projected 
route. Call frequency may extend up to 
5 hours when radiotelephone or con
ventional telephone coverage is not 
available along the preplanned route, 
a t which time a conventional telephone 
call shall be made. In  the event no call 
is received in accordance with these re
quirements, the licensee or his agent 
shall immediately notify an appropriate 
law enforcement authority and the ap
propriate Atomic Energy Commission 
Regulatory Operations Regional Office 
listed in Appendix A of this part.

* *■ * * * 
Dated at Germantown, Md., this 15th 

day of January 1974.
For the Atomic Energy Commission.

Gordon M. Grant, 
Acting Secretary of the Commission. 
[PR Doc.74-1677 Filed l-18-74;8:45 am!
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Title 14— Aeronautics and Space

CHAPTER I— FEDERAL AVIATION ADMIN
ISTRATION, DEPARTMENT OF TRANS
PORTATION

[Airspace Docket No. 73-CE-23]
PART 71— DESIGNATION OF FEDERAL 

AIRWAYS, AREA LOW ROUTES, CON
TROLLED AIRSPACE, AND REPORTING 
POINTS

Designation of Transition Area; Correction
In FR Doc. 73-24941 appearing on 

page 32437 of the issue for Monday, 
November 26,1973, the radial set forth in 
line 5 of the Aurora, Nebraska, Municipal 
Airport transition area description as 
“123°” is changed to read “110°”.

Issued in Kansas City, Missouri, on 
December 12,1973.

A. L. Coulter, 
Director, Central Region. 

[FR Doc.74-1593 Filed l-18-74;8:45 am]

[Airspace Docket No. 73-GL-49]
PART 75— ESTABLISHMENT OF JET
ROUTES AND AREA HIGH ROUTES ,

Establishment of Jet Route
On November 13,1973, a Notice of Pro

posed Rule Making (NPRM) was pub
lished in the" Federal Register (38 FR 
31316) stating that the Federal Aviation 
Administration (FAA) was considering 
an amendment to Part 75 of the Federal 
Aviation Regulations that would estab
lish a new jet route between Traverse 
City, Mich., and Flint, Mich.

Interested persons were afforded an 
opportunity to participate in the pro
posed rule making through the submis
sion of comments. All comments received 
were favorable.

In consideration of the foregoing, Part 
75 of the Federal Aviation Regulations 
is amended, effective 0901 G.m.t., March 
28,1974, as hereinafter set forth.

Section 75.100 (39 FR 699) is amended 
as follows:

“Jet Route No. 185 From Traverse City, 
Mich, to Flint, Mich.” is added.
(Sec. 307(a), Federal Aviation Act of 1958 
(49 U.S.C. 1348(a)); sec. 6(c), Department 
ox Transportation Act (49 UJS.C. 1655(c)) .

Issued in Washington, D.C., on Janu
ary 14, 1974.

, Charles H. Newpol,
Acting Chief, Airspace and 

Air Traffic Rules Division.
[FR Doc.74-1594 Filed 1-18-74;8.-45 am]

Title 17— Commodity and Securities 
Exchanges

CHAPTER II— SECURITIES AND 
EXCHANGE COMMISSION

[Release 33-5450]
Pfi?I 230— GENERAL RULES AND REG

ULATIONS, SECURITIES ACT OF 1933
v0efjnitions and Clarification of Certain 

Exem t̂ 15 **egarcMng *ntrflstate Offering

230.147) which defines certain terms In, 
and clarifies certain conditions of, sec
tion 3(a) (11) of the Securities Act of 
1933 (the Act). Section 3(a)<11) (the 
“intrastate offering exemption") ex
empts from the registration requirements 
of section 5 of the Act, securities 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 resi
dent and doing business within that state 
or territory. Rule 147 was proposed for 
comment in Securities Act of 1933 Re
lease No. 5349 (January 26, 1973) (38 
FR 2468).

In developing the definitions in, and 
conditions of, Rule 147 the Commission 
has considered the legislative history 
and judicial interpretations of section 
3(a) (11) as well as its own administra
tive interpretations. The Commission be
lieves that adoption of the rule, which 
codifies certain of these interpretations, 
is in the public interest, since it will be 
consistent with the protection of invest
ors and provide to the extent feasible, 
more certainty in determining when the 
exemption provided by that Section of 
the Act is available. Moreover, the Com
mission believes that local businesses 
seeking financing solely from local 
sources should have objective standards 
to facilitate compliance with section 3
(a) (11) and the registration provisions 
of the Act, and that the rule will enable 
such businesses to determine with more 
certainty whether they may use the ex
emption in offering their securities. The 
rule also will give more assurance that 
the intrastate offering exemption is used 
only for the purpose that Congress in
tended, i.e., local financing of compa
nies primarily intrastate in character1 
Neither section 3(a) (11) nor Rule 147 
provides an exemption from the civil li
ability provisions of Section 12(2) of the 
Act, the anti-fraud provisions of the Act 
or of the Securities Exchange Act of 1934 
(Exchange Act), chi  registration and pe
riodic reporting provisions of section 12
(g) and 13 of the Exchange Act, or any 
applicable state laws.

Rule 147 is another step in the Com
mission’s continuing efforts to provide 
protection to investors and, where con
sistent with that Objective, to add cer
tainty, to the extent feasible, to the de
termination of when the registration pro
visions of the Act apply. Other recent 
Commission actions in this regard were:

1. The adoption of Rule 144 (17 CFR
230.145) (Securities Act Release No 
5223) (37 FR 590, 4329);

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

3. The announcement of revised pro
posed Rule 146 (17 CFR 230.146) (Secu
rities Act Release No. 5430) (38 FR 
28951).

This notice contains a general discus
sion of the background, purpose and 
general effect of the rule. A brief analysis

of each section of the rule is also in
cluded. However, attention is directed to 
the attached text of the rule for a more 
complete understanding of its provisions.

B ackground and Purpose

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 
implementing these laws, has sought to 
coordinate and integrate the disclosure 
system with the exemptive provisions 
provided by the laws. Rule 147 is a fur
ther 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 
register the securities with a federal 
agency. In theory, the investors would 
be protected both by their proximity to 
the issuer and by state regulation. Rule 
147 reflects this Congressional intent and 
is limited in its application to transac
tions where state regulation will be most 
effective. The Commission has consist
ently taken the position that the exemp
tion applies only to local financing pro
vided by local investors for local com
panies.3 To satisfy the exemption, the en
tire issue must be offered and sold ex
clusively to residents of the state in 
which the Issuer is resident and doing 
business. An offer or sale of part of the 
issue to a single non-resident will destroy 
the exemption for the entire issue.

Certain basic questions have arisen in 
connection with interpreting section 3 
(a) (11). 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. Certain guidelines were set 
forth by the Commission in Securities 
Act Release No. 4434 and, in part, are re
flected in Rule 147. However, in certain 
respects, as pointed out below, the rule 
differs from past interpretations.

T he 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 “trans- 
actions", the legislative history and Com
mission and judicial interpretations in
dicate that the exemption covers only 
specific transactions and not the securi-

, Securities and Exchange Commi 
a°n today adopted Ride 147 <17 Cl

1 H.R. REP. No. 85, 73rd Cong. 1st Sess. 6- 
7 (1933). H.R. REP. No. 1838, 73rd Cong. 2nd. 
Sess. 40-41 (1934). 3 See, e.g., Securities Act Release No. 4434 

(December 6, 1961) (26 FR 9158).
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ties themselves.8 Rule 147 reflects this in
terpretation.

T he “Part of an Issue” Concept

The determination of what constitutes 
“part of an issue” for purposes of the 
exemption, i.e. what should be “inte
grated”, has traditionally been depend
ent on the facts involved in each case. 
The Commission noted in Securities Act 
Release No. 4434 that “any one or more 
of the following factors may be deter
minative of the question of integration:

1. Are tiie 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 
bo received; and

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

In this connection, the Commission 
generally has deemed intrastate offerings 
to be “integrated” with those registered 
or private offerings of the same class of 
securities made by the issuer at or about 
the same time..

The rule as initially proposed would 
have done away with the necessity for 
such case-by-case determination of what 
offerings should be integrated by pro
viding that all securities offered or sold 
by the issuer, its predecessor, and its af
filiates, within any consecutive six month 
period, would be integrated. As adopted, 
the rule provides in paragraph (b) (2) 
that, for purposes of the rule only, cer
tain offers and sales of securities, dis
cussed below, will be deemed not to be 
part of an issue and therefore not be in
tegrated, but the rule does not otherwise 
define “part of an issue.” Accordingly, as 
to offers and sales not within (b) (2), 
issuers who want to rely ori Rule 147 will 
have to determine whether their offers 
and sales are part of an issue by apply
ing the five f actors cited above.
T he “Person R esident W ith in”' Concept

The object of the section 3(a) (11) ex
emption, i.e., to restrict the offering to 

„ persons within the same locality as the 
issuer who are, by reason of their prox
imity, likely to be familiar with the issuer 
and protected by the state law govern
ing the issuer, is best served by interpret
ing the residence requirement narrowly. 
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” 
within the state j r  territory. Rule 147 
retains these concepts, but provides more 
objective standards for determining 
when a person is considered a resident 
within a state for purposes of the rule 
and when securities have come to rest 
within a state.

The “D oing B usiness W ith in” 
R equirement

S Because the primary purpose of the 
intrastate exemption was to allow an

• id.

essentially local business to raise money 
within the state where the investors 
would be likely to be familiar with the 
business and with the management, the 
doing business requirement has tradi
tionally 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.5

Rule 147 reinforces these requirements 
by providing specific percentage amounts 
of business that must be conducted 
within the state, and of proceeds from 
the offering that must be spent in con
nection with such business. In addition, 
the rule requires that the principal office 
of the issuer be within the state.

S ynopsis of R ule 147
1 . Preliminary Notes. The first pre

liminary note to the rule indicates that 
the rule does not raise any presumption 
that the section 3(a) (11) exemption 
would not be available for transactions 
which do not satisfy all of the provisions 
of the rule. The second note reminds is
suers that the rule does not affect com
pliance with state law. The third pre
liminary note to the rule briefly ex
plains the rule’s purpose and provisions.

As initially proposed, the rule was in
tended not tò be available for secondary 
transactions. In order to make this clear, 
the fourth preliminary note indicates 
that the rule is available only for trans
actions by an issuer and that the rule is 
not available for secondary transactions. 
However, in accordance with long stand
ing administrative interpretations of sec
tion 3(a) (11), the intrastate offering 
exemption may be available for second
ary offers and sales by controlling per
sons of the issuer, if the exemption would 
have been available to the issuer,6

2. Transactions Covered—Rule 147(a). 
Paragraph (a) of the rule provides that 
offers, offers to sell, offers for sale and 
sales of securities that meet all the con
ditions of the rule will be deemed to 
come within the exemption provided by 
section 3(a) (11). Those conditions are:
(1) The issuer must be resident and do
ing business within the state or territory 
in which the securities are offered and 
sold (Rule 147(c)) ; (2) the offerees and 
purchasers must be resident within such 
state or territory (Rule 147(d) ) ; <3) re
sales for a period of 9 months after the 
last sale which is part of an issue must be 
limited as provided (Rule 147 (e) and
(f) ). In addition, the revised rule pro
vides that certain offers and sales of 
securities by or for the issuers will be 
deemed not “part of an issue” for pur
poses of the rule only (Rule 147 (b) ).

3. “Part of an Issue”—Rule 147(b). 
Paragraph (b) (1) of the rule provides

• that all securities of the issuer which are 
part of an issue must be offered, offered

* Chapman v. Dunn, 414 P. 2d 153 (6th Cir. 
1969)..

e SEC v. Truckee Showboat, Inc., 157 P, 
Supp. 824 (S.D. Cal. 1957).

8 See note 2 supra.

for sale or sold only in accordance with 
all of the terms of the rule. For the pur- 
poses of the rule only, paragraph (b) (2) 
provides that all securities of the issuer 
offered, offered for sale or sold pursuant 
to the exemptions provided under sec
tion 3 or 4(2) of the Act or registered 
pursuant to the . Act, prior to or subse
quent to the six month period immedi
ately preceding or subsequent to any 
offer, offer to sell, offer for sale or sale 
pursuant to Rule 147 will be deemed not 
part of an issue provided that there are 
no offers, offers to sell or sales of secu
rities of the same or similar class by or 
for the issuer during either of these six 
month periods. If there have been offers 
or sales during the six months, then in 
order to determine what constitutes part 
of an issue, reference should be made to 
the five traditional integration factors 
discussed above.

As initially proposed the rule would 
have deemed all securities of the issuer, 
its predecessors and affiliates offered or 
sold by the issuer, its predecessors and 
affiliates within ' any consecutive six 
month period to be part of the same 
issue. On reconsideration, the Commis
sion believes this would be too restrictive 
and has revised the rule as discussed 
above.- Sirice paragraph (b) (2) does not 
define “part of an issue”, a note has been 
added to paragraph (b) which refers to 
the discussion of the five factors to be 
considered in determining whether a 
transaction is part of an issue. These 
factors are discussed in the third pre
liminary note to the rule, and should be 
considered iiMletermining whether any 
offers and salesialling outside the scope 
of paragraph (b) (2) and offers and sales 
made in reliance on the rule must be 
integrated. Neither section 3(a) (11) nor 
Rule 147 can be relied upon in combina
tion with another exemption for differ
ent parts of a single issue where a part 
is offered or sold to non-residents.

As initially proposed for comment the 
rule provided that securities offered or 
sold by a person which was a business 
separate and distinct from the issuer and 
which was affiliated with the issuer solely 
by reason of the existence of a common 
general partner would be deemed not to 
be part of the same issue. Since para
graph (b) has been revised to no longer 
automatically integrate offerings of affili
ates, this proviso is no longer necessary 
and has been deleted.

Paragraph (b), as revised, is intended 
to create greater certainty and to obviate 
in certain situations the need for a case- 
by-case determination of when certain 
intrastate offerings should be integrated 
with other offerings, such as those regis
tered under the Act or made pursuant to 
the exemption provided by Section 3 or. 
4(2) of the Act.

4. Nature of the Issuer—Rule 147 (c)— 
“Person Resident Within”—Rule 147(c)
(1). Paragraph (c) (1) of the rule defines 
the situations in which issuers would be 
deemed to be “resident within” a state or 
territory. A corporation, limited partner
ship or business trust must be incorpo
rated or organized pursuant to the laws 
of such state or territory. Section 3(a)
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(11) provides specifically that a corpo
rate issuer must be incorporated in the 
state; A general partnership or other 
form of business entity that is not formed 
under a specific state or territorial law 
must have its principal office within the 
state or territory. The rule also provides 
that an individual who is deemed an 
issuer, e.g., a promoter issuing preincor
poration certificates, will be deemed a 
resident if his principal residence is in 
the state or territory. As initially pro
posed, the rule provided that in a part
nership, all the general partners must 
be resident within such state or territory. 
The Commission has reconsidered this 
provision in light of the provisions appli
cable to corporations and determined to 
treat all business entities in a similar 
manner.

5. Nature of the Issuer—Rule 147(c) — 
“Doing Business Within"—Rule 147(c)
(2). Paragraph (c)(2) of the rule pro
vides that the issuer will be deemed to be 
“doing business within” a state or terri
tory in which the offers and sales are to 
be made if: (1) At least 80 percent of its 
gross revenues and those of its subsid
iaries on a consolidated basis (a) for its 
most recent fiscal year (if the first offer 
of any part of the issue is made during 
the first six months of the issuer’s cur
rent fiscal year) or (b) for the subse
quent six month period, or for the twelve 
months ended with that period (if the 
first offer of any part of the issue is 
made during the last six months of the 
issuer’s current fiscal year) were derived 
from the operation of a business or prop
erty located in or rendering of services 
within the state or territory; (2) at least 
80 percent of the issuer’s assets and those 
of its subsidiaries on a consolidated ba
sis at the end of the most recent fiscal 
semi-annual period prior to the first offer 
of any part of the issue are located with
in such state or territory; (3) at least 
80 percent of the net proceeds to the is
suer from the sales made pursuant to the 
rule are intended to be and are used in 
connection with the operation of a busi
ness or property or the rendering of serv
ices within such state or territory; and
(4) the issuer’s principal office is located 
in the state or territory.

As proposed the issuer would have 
been required to meet the gross revenues 
and assets conditions at the end of the 
most recent fiscal year and its most re
cent fiscal quarter. That provision might 
have been difficult for many small busi
nesses to''satisfy and it has been revised 
as discussed above. Also a moving twelve 
month calculation is permitted in some 
instances for determining gross revenues 
in recognition of the seasonal character 
of some businesses. The revised rule also 
clarifies the Commission’s previous in
tention to include gross revenues of sub
sidiaries consolidated with those of the 
issuer. Finally, the rule as initially pro
posed would have required that the is
suer intended to use and used 90 percent 
of the proceeds of the offering in connec
tion with the operation of a business, the 
Purchase of real property or the render
ing of services in the state. This per
centage has been reduced to 80 percent

in the revised rule since it appeared to 
be unduly restrictive. Further, this is 
consistent with the nature of the busi
ness reflected in the other percentage 
tests.

Finally, paragraph (c) (2) of the rule 
provides that an issuer which has not 
had gross revenues from the operation 
of its business in excess of $5,000 during 
its most recent twelve month period need 
not satisfy the revenue test of paragraph
(c) (2) <i). The provisions of paragraph
(c) are intended to assure that the issuer 
is primarily a local business. Many com
ments were received requesting more 
elaboration with respect to the above 
standards. The following examples dem
onstrate the manner in which these 
standards would be interpreted: •

Example 1. X corporation is incorporated 
in State A and has its only warehouse, only 
manufacturing plant and only office in that 
state. X ’s only business is selling products 
throughout the United States and Canada 
through maU order catalogs. X annually 
mails catalogs and order forms from its office 
to residents of most states and several prov
inces of Canada. All orders are filled at and 
products shipped from X’s warehouse to cus
tomers throughout the United States and 
Canada. All the products shipped are manu
factured by X at its plant in State A. These 
activities are X ’s sole source of revenues.

Question. Is X deriving more than 80 per
cent of its gross revenues from the “opera
tion of a business or * * * rendering of 
services” within State A?

Interpretive Response. Yes, this aspect of 
the “doing business within” standard is sat
isfied.

Example 2. Assume the same facts as Ex
ample 1, except that X has no manufacturing 
plant and purchases the products it sells 
from corporations located in other states.

Question. Is X deriving more than 80 per
cent of its gross revenues from the “opera
tion of a business or * * * rendering of 
services” within State A?,

Interpretive Response. Yes, this aspect of 
the “doing business within” standard is sat
isfied.

Example 3. Y Corporation is incorporated 
in State B and has its only office in that state. 
Y’s only business is selling undeveloped land 
located in State C and State D by means of 
brochures mailed from its office throughout 
the United States.

Question. Is Y deriving more than 80 per
cent of its gross revenues from the “operation 
of a business or of property or rendering of 
services” within State B?

Interpretive Response. There are not suffi
cient facts to respond. If Y owns an interest 
in the developed land, it might not satisfy 
the “80 percent of assets” standard as well 
as the "80 percent of gross revenues” stand
ard. Moreover, Y could not use more than 20 
percent of the proceeds of any offerings made 
pursuant to the rule in connection with the 
acquisition of the undeveloped land.

Example 4. Z company is a firm of en
gineering consultants organized under the 
laws of State E with its only office in that 
state. During any year, Z will provide consult
ing services for projects in other states. 75 
percent of Z’s work in terms of man hours 
will be performed at Z’s offices where it em
ploys some 50 professional and clerical per
sonnel. Z has no employees located outside 
of State E. However, professional personnel 
visit project sites and clients’ offices in other 
states. Approximately 50 percent of Z’s reve
nue is derived from clients located in  states 
other than State E.

Question. Is Z deriving more than 80 per
cent of its gross revenues from “rendering 
services” within State E?

Interpretive Response. Yes, this aspect of 
the “doing business within” standard is satis
fied.

Example 5. The facts are the same as in 
Example 4. In addition, at the end of Z’s 
most recent fiscal quarter 25 percent of its 
assets are represented by accounts receiva
ble from clients in other states.

Question. Does Z satisfy the "assets” 
standard?

Interpretive Response. Yes, Z satisfies the 
“assets” standard. For purposes of the rule, 
accounts receivable arising from a business 
conducted in the state would generally be 
considered to be located at the principal of
fice of the Issuer.

6. Offerees and Purchasers: Persons 
Resident—Rule 147(d). Paragraph (d) of 
the rule provides that offers and sales 
may be made only to persons resident 
within the state or territory. An individ
ual offeree or purchaser of any part of 
an issue would be deemed to be a person 
resident within the state or territory if 
such person has his principal residence 
in the state or territory. Temporary resi
dence, such as that of many persons in 
the military service, would not satisfy 
the provisions of paragraph (d). In ad
dition, if a person purchases securities 
on behalf of ether persons, the residence 
of those persons must satisfy paragraph
(d) . If the offeree or purchaser is a busi
ness organization its residence will be 
deemed the state or territory in which it 
has its principal office, unless it is an en
tity organized for the specific purpose 
of acquiring securities in the offering, in 
which case it will be deemed to be a 
resident of a state only if all of the bene
ficial owners of interests In  such entity 
are residents of the state.

As initially proposed, paragraph (d)
(2) provided that an individual, in order 
to be deemed a resident, must have his 
principal residence in the state and must 
not have any present intention of moving 
his principal residence to another state. 
The Commission believes that it would 
be difficult to determine a person’s inten
tions, and accordingly, has deleted the 
latter requirement. In addition, as ini
tially proposed, the rule would have 
deemed the residence of a business or
ganization to be the state in which it 
was incorporated or otherwise organized. 
The Commission believes that the loca
tion of a company’s principal office is 
more of an indication of its local char
acter for purposes of the offeree resi
dence provision of the rule than is its 
state of incorporation.'Section 3(a) (11) 
requires that an issuer corporation be 
incorporated within the state, but there 
Is no similar requirement in the statute 
for a corporation that is an offeree or 
purchaser.

7. Limitations on Resales—Rule 147
(e) . Paragraph (e) of the rule provides 
that during the period in which securi
ties that are part of an issue are being 
offered and sold and for a period of nine 
months from the date of the last sale by 
the issuer of any part of the issue, re
sales of any part of the issue by any per
son shall be made only to persons resi
dent within the same state or territory.
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This provides objective standards for de
termining when an issue “comes to rest.” 
The rule as initially proposed limited 
both reoffers and resales during a twelve 
month period after the last sale by the 
issuer of any part of the issue. However, 
the Commission believes that it would be 
difficult for an issuer to prohibit or even, 
learn of reoffers. Thus, the limitation on 
reoffers would be impractical because, if 
any purchaser made a reoffer outside of 
such state or territory, the issuer would 
lose the exemption provided by the 
rule. In addition, the Commission deter
mined that a shorter period would satisfy 
the coming to rest test for purposes of 
the rule. Thus, the twelve month period 
has been reduced to nine months.

Persons who acquire securities from is
suers in transactions complying with the 
rule would acquire unregistered securi
ties that could only be reoffered and re
sold pursuant to an exemption from the 
registration provisions of the Act.

The Commission, as it indicated in 
Securities Act Release No. 5349, consid
ered alternatives to the twelve month 
period. The Commission has determined 
that it is in the public interest to adopt 
a specific time period, but such period 
has been reduced to nine months and 
applied to resales only, which provides 
the necessary protections to investors 
against interstate trading markets 
springing up before the securities have 
come to rest within the state. As an addi
tional precaution, a note to paragraph
(e) reminds dealers that they must sat
isfy the requirements of Rule 15c2—11 (17 
CFR 240.15c2-ll) under the Securities 
Exchange Act of 1934 prior to publishing 
any quotation for a security, or submit
ting any quotation for publication in any 
quotation medium.

A note to the rule indicates that where 
convertible securities are sold pursuant 
to the rule, resales of either the conver
tible security, or if it is converted, of 
the underlying security, could be made 
during the period specified in paragraph 
(e) only to residents of the state. How
ever, the conversion itself, if pursuant 
to section 3(a) (9) of the Act, would not 
begin a  new period. In  the case of war-, 
rants and options, sales upon exercise, 
if done in reliance on the rule, would 
begin a new period.

8. Precautions Against Interstate Of
fers and Sales—Rule 147(f). Paragraph 
<f) of the rule requires issuers to take 
steps to preserve that exemption provided 
by the rule, since any resale of any part 
of the issue before it comes to rest within 
the state to persons resident in another 
state or territory will, under the Act, 
be in violation of section 5- The required 
steps are: (i) Placing a legend on the 
certificate or other document evidencing 
the security stating that the securities 
have not been registered under the Act 
and setting forth the limitations on resale 
contained in paragraph (e); (ii) 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; and

(iii) obtaining a written representation 
from each purchaser as to his residence. 
Where persons other than the issuer are 
reselling securities of the issuer during 
the time period specified in paragraph 
(e) of the rule, the issuer would, if the 
securities are presented for transfer, be 
required to take steps (i) and (ii). In 
addition, the rule requires that the issuer 
disclose in writing thè limitations on 
resale imposed by paragraph (e) and the 
provisions of paragraphs (f) (l) (i) and 
(ii) and paragraph (f ) (2).

Operation of R ule 147
Rule 147 will, operate prospectively 

only. The staff will issue interpretative 
letters to assist persons in complying with 
the rule, but will consider requests for 
“no action” letters on transactions in 
reliance on section 3(a) (11) outside 
the rule only on an infrequent basis 
and in the most compelling circum
stances. ' '

The rule is a nonexclusive rule. How
ever, persons who choose to rely on sec
tion 3(a) (11) without complying with 
all the conditions of the rule would have 
the burden of establishing that they have 
complied with the judicial and adminis
trative interpretations of section 3(a) 
(11) in effect at the time of the òffering. 
The Commission also emphasizes that 
the exemption provided by section 3(a) 
(11) is not an exemption from the civil 
liability provisions of section 12(2) or the 
anti-fraud provisions of section 17 of 
the Act or of section 10(b) of the Secu
rities Exchange Act of 1934. The Com
mission further emphasizes that Rule 147 
is available only for transactions by is
suers and is not available for secondary 
offerings.

In view of the objectives and policies 
underlying the Act, the rule would not 
be available to any person with respect 
to any offering which, although in tech
nical compliance with the provisions of 
the rule, is part of a plan or scheme by 
such person to make interstate offers or 
sales of securities. In  such cases, reg
istration would be required. In addition, 
any plan or scheme that involves a series 
of offerings by affiliated organizations 
in various states, even if in technical 
compliance with the rule, may be outside 
the parameters of the rule and of section 
3(a) (11) if what is being financed is in 
effect a single business enterprise.

*  *  *  *  *

§ 230.147 “Pari of an Issue,” “Person 
Resident,” and “Doing Business 
Within” for Purposes of Section 
3(a) (11).

P reliminary Notes

1. This rule shall not raise any presump
tion that the exemption provided by Section 
3(a) (11) of the Act is not available for 
transactions by an issuer which do not 
satisfy all of the provisions of the rule.

2. Nothing in this rule obviates the need 
for compliance with any state law relating to 
the offer And sale of the securities.

3. Section 5 of the Act requires that all
securities offered by the use of the malls or 
by any or instruments of transpor
tation or communication in interstate com
merce be registered with the Commission.

Congress, however, provided certain exemp
tions in the Act from such registration pro
visions where there was no practical need for 
registration or where the benefits of registra
tion were too remote. Among those exemp
tions is that provided by Section 3(a) (11) of 
the Act for transactions in "any security 
which is a part of an issue offered and sold 
only to persons resident within a single State 
or Territory, where the issuer of such secu
rity is a person resident and doing business 
within • * * such State or Territory.” The 
legislative history of that Section suggests 
that the exemption was intended to apply 
only to issues genuinely local in character, 
which in reality represent local financing by 
local industries, carried out through local 
investment. Rule 147 is intended to provide 
more objective standards upon which re
sponsible local businessmen intending to 
raise capital from local sources may rely in 
claiming the section 3(a) (J.1) exemption.

All of the terms and conditions of the rule 
must be satisfied in order for the rule to be 
available. These are: (i) That the issuer be 
a resident of and doing business within the 
state or territory in which all offers and sales 
are made; and (ii) that no part of the issue 
be offered or sold to non-residents within the 
period of time specified in the rule. For pur
poses of the rule the definition of “issuer” in 
section 2(4) of the Act shall apply.

ah offers, offers to sell, offers for sale, and 
sales which are part of the same issue must 
meet all of the conditions of Rule 147 for the 
rule to be available. The determination 
whether offers, offers to sell, offers for sale 
and sales of securities are part of the 6ame 
issue (i.e., are deemed to be "integrated ) 
will continue to be a question of fact and 
will depend on the particular circumstances. 
See Securities Act of 1933 Release No. 4434 
(December 6, 1961) (26 FR 9158). Securities 
Act Release No. 4434 indicated that in deter
mining whether offers and sales should be re
garded as part of the same issue and thus 
should be integrated any one or more of the 
following factors may be determinative:

(i) Are the offerings part of a single plan
-of financing; v

(ii) Do the offerings involve issuance oi 
the same class of securities;

(iii) Are the offerings made at or about the
same time;

(iv) Is the same type of consideration to 
be received; and

(v) Are the offerings made for the same 
general purpose.

Subparagraph (b) (2) of the rule, however, 
is designed to provide certainty to the extent 
feasible by identifying certain types of offers 
and sales of securities which will be deemed - 
not part of an issue, for purposes of the rule

Persons claiming the availability of the 
rule have the burden of proving that they 
have satisfied all of its provisions. However, 
the rule does not establish exclusive stand
ards for complying with the Section 3(a) (11) 
exemption. The exemption would also be 
available if the issuer satisfied the standards 
set forth in relevant administrative and Judi
cial interpretations at the time of the offer
ing but the issuer would have the burden oi 
proving the availability of the exemption. 
Rule 147 relates to transactions exempted
from the registration requirements of Sec
tion 5 of the Act by section 3(a) (11) • Neither 
the rule nor section 3(a) (11) provides an ex
emption from the registration requirements 
of section 12(g) of the Securities Exchange 
Act of 1934, the anti-fraud provisions of tne 
federal 'securities laws, the civil liability pro
visions of section 12(2) of the Act or other 
provisions of the federal securities laws.

Finally, in view of thtf objectives of the 
rule and the purposes and policies underly
ing the Act, the rule shall not be availab

FEDERAL REGISTER, VOL. 39, NO. 14— MONDAY, JANUARY 21, 1974



RULES AND REGULATIONS

to any person with respect to any offering 
which, although in technical compliance 
with the rule, is part of a plan or scheme by 
such person to make Interstate offers or sales 
of securities. In such cases registration pur
suant to the Act is required.

4. The rule provides an exemption for 
offers and sales by the issuer only. It is not 
available for offers or sales of securities by 
other persons. Section 3(a) (11) of the Act 
has been Interpreted to permit offers and 
sales by persons controlling the issuer, if the 
exemption provided by that section would 
have been available to the issuer at the t.imo 
of the offering. See Securities Act Release 
No. 4434. Controlling persons who want to 
offer or sell securities pursuant to section 
3(a) (11) may continue to do so in accord
ance with applicable judicial and adminis
trative interpretations.

(a) Transactions Covered. Offers, 
offers to sell, offers for sale and sales by 
an issuer of its securities made in ac
cordance with all of the terms and con
ditions of this rule 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 section 3(a) (11) of the Act.

(b) Part of an issue.
(1) For purposes of this rule, all 

securities of the„issuer which are part 
of an issue shall be. offered, offered for 
sale or sold in accordance with all of the 
terms and conditions of this rule.

(2) For purposes of this rule only, an 
issue shall be deemed not to include 
offers, offers to sell, offers for sale or 
sales of securities of the issuer pursuant 
to the exemption provided by section 3 or 
section 4(2) of the Act or pursuant to a 
registration statement filed under the 
Act, that take place prior to the six 
month period immediately preceding or 
after the six month period immediately 
following any offers, offers for sale or 
sales pursuant to this rule, Provided, 
That, there are during either of said 
six month periods no offers, offers for 
sale or sales of securities by or for the 
issuer of the same or similar class as 
those offered, offered for sale or sold 
pursuant to the rule.

Note: In the event that securities of the 
same or similar class as those offered pur
suant to the rule are offered, offered for sale 
or sold less than six months prior to or sub
sequent to any offer, offer for sale or sale 
pursuant to this rule, see Preliminary Note, 
3 hereof as to which offers, offers to sell, 
offers for sale, or sales are part of an issu»-

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

(1) The issuer shall be deemed to be 
a resident of the state or territory in 
which:

(i) It is incorporated or organized, if 
a corporation, limited partnership, trust 
or other form of business organization 
that is organized under state or terri
torial law;

(ii) Its principal office is located, if a 
general partnership or other form of 
business organization that is not orga
nized under any state or territorial law;

(iii) His principal residence is lorated 
if an individual.

(2) The issuer shall be deemed to be 
doing business within a state or terri
tory if:

(i) The issuer derived at least 80 per
cent of its gross revenues and those of 
its subsidiaries on a consolidated basis

(A) For its most recent fiscal year, if 
the first offer of any part of the issue is 
made during the first six months of the 
issuer's current fiscal year; or

(B) For the first six months of its 
current fiscal year or during the twelve 
month fiscal period ending with such six 
month period, if the first offer of any 
part of the issue is made during the last 
six months of the issuer’s current fiscal 
year from the operation of a business or 
of real property located in or from the 
rendering of services within such state or 
territory; provided, however, that this 
provision does not apply to any issuer 
which has not had gross revenues in ex
cess of $5,000 from the sale of products 
or services or other conduct of its busi
ness for its most recent twelve month 
fiscal period;

(ii) The issuer had at the end of its 
most recent semi-annual fiscal period 
prior to the first offer of any part of the 
issue, at least 80 percent of its assets 
and those of its subsidiaries on a con
solidated basis located within such state 
or territory;

(iii) The issuer intends to use and uses 
at least 80 percent of the net proceeds to 
the issuer from sales made pursuant to 
this rule in connection with the opera
tion of a business or of real property, the 
purchase of real property located in, or 
the rendering of services within such 
state or territory; and

(iv) The principal office of the issuer is 
located within such state or territory.

(d) Offerees and Purchasers: Person 
Resident. Offers, offers to sell, offers for 
sale and sales of securities that are part 
of an issue shall be made only to persons 
resident within the state or territory of 
which the issuer is a resident. For pur
poses of determining the residence of of
ferees and purchasers:

(1) A corporation, partnership, trust 
or other form of business organization 
shall be deemed to be a resident of a state 
or territory if, at the time of the offer 
and sale to it, it has its principal office 
within such state or territory.

(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 to him, his principal resi
dence in the state or territory.

(3) A corporation, partnership, trust 
or other form of business organization 
which is organized for the specific pur
pose of acquiring part of an issue offered 
pursuant to this rule shall be deemed 
not to be a resident of a state or terri
tory unless all of-the beneficial owners
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of such organization are residents of 
. such state or territory.

(e) Limitation of Resales. During the 
period in which securities that are part 
of an issue are being offered and sold by 
the issuer, and for a period of nine 
months from the date of the last sale 
by the issuer of such securities, all re
sales of any part of the issue, by any 
person, shall be made only to persons 
resident within such state or territory.

Notes: 1. In the case of convertible secu
rities resales of either the convertible secu
rity, or if it is converted, the underlying 
security, could be made during the period 
described in paragraph (e) only to persons 
resident within such state or territory. For 
purposes of this rule a conversion in reliance 
on section 3(a) (9) of the Act does not begin 
a new period.

2. Dealers must satisfy the requirements of 
Rule 15c2—11 under the Securities Exchange 
Act of 1934 prior to publishing any quota
tion for a security, or submitting any quota
tion for publication, in any quotation 
medium.

(f) Precautions Against Interstate Of
fers and Sales. (1) The issuer shall, in 
connection with any securities sold by it 
pursuant to this rule:

(1) Place a legend on the certificate or 
other document evidencing the security 
stating that the securities have not been 
registered under the Act and setting forth 
the limitations on resale contained in 
paragraph (e );

(ii) 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; and

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

(2) The issuer shall, in connection with 
the issuance of new certificates for any 
of the securities that are part of the same 
issue that are presented for transfer dur
ing the time period specified in para
graph (e), take the steps required by 
paragraphs (f)(1) (i) and (ii).

(3) The issuer shall, in connection with 
any offers, offers to sell, offers for sale 
or sales by it pursuant to this rule, dis
close, in writing, the limitations on resale 
contained in paragraph (e) and the pro
visions of paragraphs (f) (1) (i) and (ii) 
and paragraph (f) (2).

* * * * * 
(Sections 3(a) (11), S, 19(a), 48 Stat. 75, 77, 
85; secs. 202, 204, 209, 48 Stat. 906, 908; secs.
5, 7, 68 Stat. 684; (15 US.C. 77(c) (11), 77(e) 
7 7 (s )(a )))

The Commission, acting pursuant to 
the Securities Act of 1933, particularly 
sections 3(a) (11) and 19(a) thereof, 
hereby adopts Rule 147 effective for is
sues of securities commenced on or after 
March 1, 1974.

Effective date: March 1,1974.
By the Commission.
[seal] George A. F itzsimmons, 

Secretary.
January 7,1974.
[FB Doc.74-1672 Filed 1-18-74; 8:45 am]
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Title 18— Conservation of Power and 
Water Resources

CHAPTER I— FEDERAL POWER 
COMMISSION

¡Docket No. BM 74-4; Order No. 499]
PART 154— RATE SCHEDULES AND 

TARIFFS
PART 20 i— UNIFORM SYSTEM OF AC
COUNTS FOR NATURAL GAS COMPANIES
Accounting and Rate Treatment of Ad

vances for Gas Exploration Development 
and Production; Correction

January 10,1974
In the order amending regulations 

under the Natural Gas Act, Uniform Sys
tem Of Accounts For Class A And Class 
B Natural Gas Companies And Annual 
Report. Form No. 2., issued December 28, 
1973, and published in the F ederal 
R egister on January 7, 1974, at 39 FR 
1262 on page 1265, paragraph B, Line 7 
add “499” after “Order No.” and on 
page 1265, Note D, Line 5 add 499 
after “Order No.”

K enneth F. P lumb,
Secretary.

[FR Doc.74—1706 Filed l-18-74;8:45 am]

Title 21— Food and Drugs
CHAPTER I— FOOD AND DRUG ADMINIS

TRATION, DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 

SUBCHAPTER A— GENERAL
PART 8— COLOR ADDITIVES

Listing of Color Additives for Cosmetic Use 
Subject to Certification; FD&C Yellow 
No. 5
The Commissioner of Food and Drugs, 

in evaluating a petition submitted by the 
Certified Color Industry Committee, c/o 
Hazleton Laboratories, Inc., Falls 
Church, VA (presently Certified Color 
Manufacturers’ Association, Vienna, VA 
221801, and other relevant material,"finds 
that FD&C Yellow No. 5 is safe and suit
able, under the conditions prescribed in 
this order, for use in coloring externally 
applied cosmetics other than hair 
straighteners, permanent wave prepa
rations, and depilatories. The Commis
sioner further finds that certification is 
necessary for the protection of the pub
lic health.

Until a final decision is made on the 
listing of FD&C Yellow No. 5 for use in 
hair straighteners, permanent wave 
preparations and depilatories, provisional 
listing in § 8.501 (a) will continue to per
mit such use.

Therefore, pursuant to provisions of 
the Federal Food, Drug, and Cosmetic 
Act (sec. 706(b), (c), (d), 74 Stat. 399— 
403; (21 U.S.C. 376(b), (c), (d))> and 
under authority delegated to the Com-

RULES AND REGULATIONS

missioner (21 CFR 2.120), Part 8 is 
amended by adding thereto a new Sub
part G consisting, at this time, of one 
section as follows:
Subpart G— Listing of Color Additives for 

Cosmetic Use Subject to Certification
§ 8.7255 FD&C Yellow No. 5.

(a) Identity and specifications. The 
color additive FD&C Yellow No. 5 shall 
conform in identity and specifications to 
the requirements of § 8.275(a) (D and
(b).

(b) Uses and restrictions. FD&C Yellow 
No. 5 may be safely used for coloring 
externally applied cosmetics other than 
Tin.ir straighteners, permanent wave 
preparations and depilatories in amounts 
consistent with good manufacturing 
practice.

(c) Labeling. The label of the color ad
ditive shall conform to the requirements 
of § 8.32.

(d) Certification. All batches of FD&C 
Yellow No. 5 shall be certified in accord
ance with regulations in Subpart A of this 
part.

Any person who will be adversely af
fected by the foregoing order may at any 
time on or before February 20, 1974, 
file with the Hearing Clerk, Food and 
Drug Administration, Rm. 6-86, 5600 
Fishers Lane, Rockville, MD 20852, writ
ten objections thereto. Objections shall 
show wherein the person filing will be 
adversely affected by the order, shall 
specify with particularity the provisions 
of the order deemed objectionable, and 
shall state the grounds for the objections. 
If a hearing is requested, the objections 
shall state the issues for the hearing, 
sha» be supported by grounds factually 
and legally sufficient to justify the relief 
sought, and shall include a detailed de
scription and analysis of the factual in
formation to be presented in support of 
the objections in the event that a hear
ing is held. Objections may be accom
panied by a memorandum or brief in 
support thereof. Six copies of all docu
ments shall be filed. Received objections 
may be seen in the above office during 
working hours, Monday through Friday.

Effective date. This order shall become 
effective March 22, 1974, except as to 
any provisions that may be stayed by the 
filing of proper objections. Notice of the 
filing of objections or lack thereof will be 
announced by publication in the F ederal 
R egister.
(Sec. 706(b), (c), (d), 74 Stat. 399-403; (21 
U.S.C. 376(b), (e ) , (d))

Dated: January 10,1974.
W illiam F. R andolph, 

Acting Associate Commissioner
for Compliance.

[FR Doc.74—1666 Filed 1-18-74:8:45 ami

PART 19— CHEESES, PROCESSED
CHEESES, CHEESE FOODS, CHEESE 
SPREADS, AND RELATED FOODS

Cottage Cheese Dry Curd, Cottage Cheese, 
and Lowfat Cottage Cheese; Standards 
of Identity; Extension of Effective Date
In  the F ederal R egister of March 14, 

1973 (38 FR 6886), the Commissioner of 
Food and Drugs published a final order 
amending Fart 19 by revising §§ 19.525, 
19.530 and 19.531 relating respectively to 
cottage cheese dry curd, cottage cheese, 
and lowfat cottage cheese. The publi
cation specified that all labeling ordered 
after December 317-1973, must comply 
with the revised regulations.

The Milk Industry Foundation, 910 
Seventeenth St., NW., Washington, DC 
20006, has requested an extension from 
the December 31, 1973, compliance date 
to coincide with the extension date of 
December 31, 1974, granted for nutrition 
labeling covering these products, pub
lished in the F ederal R egister of Au
gust 24, 1973 (38 FR 22791).

The request was made on the basis 
that, in the absence of the requested ex
tension, the industry would be required 
to undertake two label changes within 
a 12-month period of time.

The Commissioner has considered the 
circumstances related to the request by 
the Milk industry Foundation and con
cludes that a single effective date is more 
appropriate and is justified.

Therefore, pursuant to provisions of 
the Federal Food, Drug, and Cosmetic 
Act (secs. 401, 701, 52 Stat. 1046, 1055— 
1056, as amended by 70 Stat. 919 and 72 
Stat. 948 (21 U.S.C. 341, 371) ), and 
under authority delegated to the Com
missioner (21 CFR 2.120), the effective 
date paragraph of the order is revised to 
read as follows:

Effective date. Compliance with this 
order, which shall include any labeling 
changes required, may begin on May 14, 
1973, and all labeling used for products 
shipped in interstate commerce after 
December 31, 1974, shall comply with 
these regulations except as to any provi
sions that may be stayed by the filing of 
proper objections. Notice of the filing of 
objections or lack thereof will be pub
lished in the Federal Register.
(Secs. 401, 701, 52 Stat. 1046, 1055-1956. as 
amended by 70 Stat. 919 and 72 Stat. 948 (21 
U.S.C. 341, 371))

Dated: January 10, 1974.
W illiam F. Randolph, 

Acting Associate Commissioner 
for Compliance.

[FR Doc.74-1667 Filed l-18-74;8:45 am]
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