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I. THE PROCEEDINGS 

These are p r o c e e d i n g s  i n s t i t u t e d  by o r d e r  o f  t h e  

Commission p u r s u a n t  t o  S e c t i o n  1 2 ( h )  o f  t h e  S e c u r i t i e s  Exchange 

Ac t  o f  1934,  as amended (I1Exchange Ac t " ) ,  t o  d e t e r m i n e  w h e t h e r  a 

f i n d i n g  s h o u l d  be  made, as r e q u e s t e d  i n  a n  a p p l i c a t i o n  f i l e d  by 

Orcha rd  Supply  B u i l d i n g  Co. ("Applicant"),  that a n  exempt ion  o f  

i t s  common s t o c k  from t h e  p r o v i s i o n s  o f  S e c t i o n  1 2 ( g )  of  t h e  

Exchange A c t  would n o t  be  i n c o n s i s t e n t  w i t h  t h e  p u b l i c  i n t e r e s t  

o r  t h e  p r o t e c t i o n  o f  i n v e s t o r s .  Exemption from S e c t i o n  1 2 ( g )  

would have t h e  a d d i t i o n a l  e f f e c t  o f  exempt ing  A p p l i c a n t  from 

S e c t i o n  1 3  and  14  o f  t h e  Exchange Act  and  any  o f f i c e r ,  d i r e c t o r ,  

o r  b e n e f i c i a l  owner o f  more t h a n  10%o f  A p p l i c a n t ' s  e q u i t y  

s e c u r i t i e s  from S e c t i o n  1 6  o f  t h e  Exchange Act .  

S e c t i o n  1 2 ( g )  o f  t h e  Exchange Ac t  r e q u i r e s  t h e  r e g i s t r a -  

t i o n  o f  t h e  e q u i t y  s e c u r i t i e s  o f  e v e r y  i s s u e r  engaged i n  i n t e r s t a t e  

commerce, o r  i n  a b u s i n e s s  a f f e c t i n g  i n t e r s t a t e  commerce, o r  whose 

s e c u r i t i e s  are t r a d e d  by u s e  o f  t h e  mails o r  any  means o r  

i n s t r u m e n t a l i t y  o f  i n t e r s t a t e  commerce, w i t h  c e r t a i n  e x c e p t i o n s  set  

f o r t h  t h e r e i n ,  w i t h i n  one  hundred and twen ty  d a y s  o f  t h e  las t  d a y  

o f  i t s  f i r s t  f i s c a l  y e a r  ended s u b s e q u e n t  t o  t h e  e f f e c t i v e  d a t e  o f  

S e c t i o n  1 2 ( g ) ,  August  20,  1964, on which s u c h  i s s u e r  h a s  t o t a l  assets 

e x c e e d i n g  $1,000,000,  and  a c l a s s  o f  e q u i t y  s e c u r i t y  h e l d  o f  r e c o r d  

by 750 o r  more p e r s o n s ,  o r  a f t e r  J u l y  1, 1966,  by 500 o r  more p e r s o n s .  

A p p l i c a n t  meets t h e  r e q u i r e m e n t s  f o r  r e g i s t r a t i o n  unde r  t h i s  S e c t i o n .  



Section 12(h) of the Exchange Act empowers the Conmission 


acting by order, upon application of an interested person and after 


notice and opportunity for hearing, to exempt any issuer in whole 


or in part from the registration provisions of Section 12(g) or 


from the periodic reporting and proxy soliciting provisions of 


Sections 13 and 14 of the Exchange Act and from the reporting and 


trading provisions of Section 16 of the Exchange Act, if the 


Commission finds, by reason of the number of public investors, the 


amount of trading interest in the securities, the nature and extent 


of the activities of the issuer, the income or assets of the issuer, 


or otherwise that such exemption is not inconsistent with the public 


interest or the protection of investors. 


The matters put in issue by the order for proceedings 

are : 

1. 	 Whether the number of public investors and the 


amount of trading interest, actual or potential, 


in applicant's securities is sufficiently limited 


to justify the requested exemption; 


2. 	 Whether the nature and extent of the activities of 


Applicant are such as to justify the requested 


exemption; 


3. 	 Whether adequate information is and will be avail- 


able to investors concerning the financial and 


business affairs of Applicant, the management of 


Applicant, the principal holders of the securities 




of Applicant, any transactions of management in 


the securities of Applicant, and the nature and 


description of Applicant's securities; and 


4. 	 Generally, whether the requested exemption is 


consistent with the public interest and with 


the protection of investors. 


Pursuant to notice, a hearing was held in San Francisco, 


California. The Applicant and the Division were represented by 


counsel. Full opportunity to be heard and to examine and cross- 


examine witnesses was afforded the parties. At the conclusion of 


the presentation of evidence, opportunity was afforded the parties 


to present oral argument, but such argument was waived. Proposed 


findings of fact and conclusions of law, together with supporting 


briefs, were filed by the parties. 


Upon the entire record and from his observation of the 


witnesses the undersigned makes the following: 


11. FINDINGS OF FACT AND LAW 


A. 	 The Applicant 


Applicant, a California corporation with its principal 


place of business in San Jose, California, was organized as a 


regular stock corporation on July 12, 1945 by Orchard Supply 


Company, Ltd. ("Parent"), a non-profit, non-stock cooperative 


association organized under California law for the purpose of 


purchasing for its members hardware, farm supplies, fertilizers 




and equipment .  P a r e n t  o r g a n i z e d  A p p l i c a n t  f o r  t h e  pu rpose  of pur-

c h a s i n g  real p r o p e r t y  and t o  e r e c t  s t o r e  b u i l d i n g s  t h e r e o n  which 

i t  l e a s e d  t o  P a r e n t  and Orchard  Supply S a l e s  C o r p o r a t i o n  

("Orchard S a l e s " ) ,  a second s t o c k  c o r p o r a t i o n  o r g a n i z e d  by P a r e n t  

t o  make sales o f  merchand i se  t o  non-members. 

~ l lof  t h e  common s t o c k  o f  b o t h  A p p l i c a n t  and Orchard  

S a l e s  was owned by P a r e n t .  A p p l i c a n t ,  however, p u r s u a n t  

t o  t h e  terms o f  t h e  C a l i f o r n i a  pe rmi t  unde r  which i t  was f i r s t  

f i n a n c e d ,  i s s u e d  and s o l d  f o r  t h e  f u l l  p a r  v a l u e  t h e r e o f  2500 

p r e f e r r e d  s h a r e s  h a v i n g  a p a r  v a l u e  o f  $100,  which s h a r e s  are now 

o u t s t a n d i n g .  

On August 3 1 ,  1955 P a r e n t ,  as owner o f  a l l  t h e  s t o c k  o f  

Orcha rd  S a l e s ,  d i r e c t e d  t h a t  company t o  c e a s e  d o i n g  b u s i n e s s  and 

as t h e  owner o f  a 1 1  t h e  common s t o c k  ( t h e  o n l y  s t o c k  e n t i t l i n g  

t h e  owners t h e r e o f  t o  v o t e )  of  A p p l i c a n t ,  d i r e c t e d  t h e  l a t t e r  t o  

c a r r y  on t h e  m e r c a n t i l e  b u s i n e s s  conduc ted  by Orchard  S a l e s .  

P u r s u a n t  t o  s a i d  d i r e c t i o n s ,  Orchard  S a l e s  c e a s e d  t o  d o  b u s i n e s s  

and A p p l i c a n t  took  o v e r  i t s  b u s i n e s s .  S i n c e  t h a t  t i m e  A p p l i c a n t ' s  

merchand i se  s a l e s  have  been made t o  t h e  g e n e r a l  p u b l i c  and have  n o t  

been c o n f i n e d  t o  members o f  t h e  fo rmer  P a r e n t  c o o p e r a t i v e .  

On ~ u g u s t  3 0 ,  1956 pe rmiss ion  was r e c e i v e d  by t h e  

A p p l i c a n t  t o  i s s u e  common s h a r e s  of  i t s  s t o c k  t o  P a r e n t  i n  exchange 

f o r  c e r t a i n  of  i ts  common s h a r e s  o f  $100 p a r  v a l u e  owned by P a r e n t  

and t h e  s a t i s f a c t i o n  o f  i n d e b t e d n e s s  owed by t h e  A p p l i c a n t  t o  

P a r e n t .  These s h a r e s  were d i s t r i b u t e d  t o  t h e  t h e n  members o f  P a r e n t  
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who r e c e i v e d  i t  i n  a d i s t r i b u t i o n  accompanying P a r e n t ' s  d i s s o l u t i o n  

on o r  a b o u t  November 1 ,  1956. 

A p p l i c a n t  i s  c u r r e n t l y  engaged i n  t h e  o p e r a t i o n  o f  t h r e e  

d i v e r s i f i e d  hardware  s t o r e s  c o n d u c t i n g  a re ta i l  b u s i n e s s  i n  t h e  

C i t y  o f  Sen J o s e ,  C a l i f o r n i a .  It had t o t a l  assets o f  $1 ,742,328 

as o f  March 31 ,  1966 and n e t  income o f  $103,362 f o r  t h e  f i s c a l  y e a r  

e n d i n g  March 31 ,  1966 on sales o f  $3,581,994.  Its assets have  been 

i n  e x c e s s  o f  one m i l l i o n  d o l l a r s  s i n c e  1963. 

B. 	 Number o f  P u b l i c  I n v e s t o r s  i n  A p p l i c a n t  
and Amount o f  T r a d i n g  I n t e r e s t  i n  
~ p p l i c a n t ' s  S e c u r i t i e s  

The s t o c k h o l d e r s '  e q u i t y  i n  t h e  A p p l i c a n t  c o n s i s t s  of  

2500 s h a r e s  o f  a u t h o r i z e d  and i s s u e d  5X c u m u l a t i v e  p r e f e r r e d  

s t o c k ,  $100 p a r  v a l u e  and 227,500 s h a r e s  o f  common s t o c k ,  $1 

p a r  v a l u e ,  o f  which 212,079 s h a r e s  have  been  i s s u e d  and are o u t -

s t a n d i n g .  Of t h e  t o t a l  common s h a r e s  o u t s t a n d i n g ,  169,706 were 

i s s u e d  t o  F a r e n t  i n  1956 i n  s a t i s f a c t i o n  o f  ~ p p l i c a n t ' s  o b l i g a t i o n s  

t o  P a r e n t  when a c c o u n t s  between them were s e t t l e d .  P a r e n t ,  i n  

t u r n ,  on November 1, 1956 on i t s  d i s s o l u t i o n  t r a n a f e r r e d  t h e s e  

s h a r e s  t o  i t s  members who t h e n  became s h a r e h o l d e r s  o f  t h e  A p p l i c a n t .  

On June  5 ,  1958,  p u r s u a n t  t o  i t s  a p p l i c a t i o n ,  t h e  

~ p p l i c a n t  r e c e i v e d  p e r m i s s i o n  t o  s e l l  and  i s s u e  a n  a g g r e g a t e  o f  n o t  

t o  exceed  55 ,294 s h a r e s  o f  i t s  common s t o c k  t o  a n y  o r  a l l  o f  i ts  

s h a r e h o l d e r s ,  a t  p a r ,  f o r  c a s h  o r  as c o n s i d e r a t i o n  f o r  t h e  c a n c e l l a -  

t i o n  o f  a n y  i n d e b t e d n e s s  o f  A p p l i c a n t  t o  them, $1 o f  s a i d  i n d e b t e d -  

n e s s  t o  be  c a n c e l l e d  f o r  e a c h  s h a r e  s o  i s s u e d .  S u c c e s s i v e  e x t e n s i o n s  



o f  t i m e  t o  comple t e  t h i s  d i s p o s i t i o n  were o b t a i n e d  and sales unde r  

t h i s  a u t h o r i z a t i o n  c o n t i n u e d  u n t i l  t h e  s p r i n g  o f  1960. A t o t a l  o f  

42 ,373  s h a r e s  were s o l d  t o  s h a r e h o l d e r s  unde r  t h e  a u t h o r i z a t i o n  

b r i n g i n g  t h e  t o t a l  o f  common s h a r e s  o u t s t a n d i n g  t o  i t s  p r e s e n t  

number o f  212,079. The p r e f e r r e d  s t o c k  was i s s u e d  e a r l y  i n  t h e  

h i s t o r y  o f  A p p l i c a n t .  The re  h a s  been no  t r a d i n g  a c t i v i t y  i n  t h e  

p r e f e r r e d  s h a r e s .  The c h i e f  o f f i c e r  o f  t h e  A p p l i c a n t  i s  

A l b e r t  B. Smi th ,  i t s  p r e s i d e n t ,  who i s  t h e  l a r g e s t  s t o c k h o l d e r .  

The A p p l i c a n t ' s  s t o c k  j o u r n a l  r e f l e c t s  t h e  t r a n s f e r  o f  

a t o t a l  o f  199,928 s h a r e s  from t h e  t i m e  P a r e n t  t r a n s f e r r e d  i t s  

s h a r e s  t o  i t s  members. These  t r a n s f e r s  have been c l a s s i f i e d  



as follows: 

Purchases of New Stock Authorized by 
Corporation Commissioner's Permit 
dated June 5, 1958 

By Officers and Directors 
(Excluding Albert B. Smith) 

Shares 

27,000 

Shares 

By Albert B. Smith 4,000 

By other shareholders 11,373 

Transfers by reason of deaths of 
shareholders by way of probate, 
joint tenancy etc. 

Reissues of certificates for lost 
certificates, transfers to and from 
joint tenancies or tenancies in 
common, consolidation of certificates, 
correction of names, etc. 

Purchases of small lots from Share- 
holders desiring to sell 

By officers and directors 

By employees, including manager, 
purchasing agent, and off ice 
manager 

Purchases from shareholders desiring 
to sell 

By Albert B. Smith 54,483 

By other shareholders 27,391 81,874 

Total Transfers shown by Journal 199,928 

(Applicant's Ex. No. 6 )  



P a r e n t  d i s t r i b u t e d  t h e  s h a r e s  of  Appl ican t  i t  r e c e i v e d  

t o  approx imate ly  1600 members. A s  of  June  14 ,  1965, t h e  d a t e  of 

A p p l i c a n t ' s  f i l i n g  f o r  exemption,  t h e  number o f  common s h a r e h o l d e r s  

was approx imate ly  1,151 and t h e  number of  p r e f e r r e d  s h a r e h o l d e r s  

was 269. The number of  common s h a r e h o l d e r s  had been reduced by 

77 t o  approx imate ly  1075 a s  of  t h e  d a t e  o f  t h e  h e a r i n g .  

An a n a l y s i s  p repared  by Appl ican t  shows t h e  f o l l o w i n g  

breakdown o f  s h a r e h o l d e r s  w i t h  r e s p e c t  t o  t h e  number of  s h a r e s  

h e l d  a s  of  December 19 ,  1966. 

Number of  S h a r e h o l d e r s  Number of  Shares  

46 
26 

47 9 
274 
180 
80 
32 

6 
1 
1 
1 

I s a b e l  Smith 
A l b e r t  B. Smith 

( A p p l i c a n t ' s  Ex. No. 7 )  

A l b e r t  B. Smith has  ev inced  t h e  most i n t e r e s t  i n  pur-  

c h a s i n g  common s t o c k  of  t h e  Appl ican t .  H i s  f a t h e r  w a s  one of 

t h e  founders  of  P a r e n t .  He became a  member o f  t h e  Board of  

D i r e c t o r s  i n  1960,  w a s  e l e c t e d  p r e s i d e n t  i n  May 1960, and h o l d s  

t h o s e  o f f i c e s  a t  t h e  p r e s e n t  t i m e .  A s  p r e v i o u s l y  n o t e d ,  he owns 

58,483 s h a r e s  o r  approx imate ly  27.51 of  t h e  t o t a l  s h a r e s  



o u t s t a n d i n g .  H i s  mother ,  I s a b e l  Smith ,  owns an a d d i t i o n a l  9,028 

s h a r e s  o r  approx imate ly  4% o f  t h e  o u t s t a n d i n g  common. 

Smith,  a f t e r  he assumed t h e  o f f i c e  o f  p r e s i d e n t  i n  

May 1963, made a formal  w r i t t e n  o f f e r  t o  s t o c k h o l d e r s  o f f e r i n g  t o  

buy common s t o c k  o f  t h e  Appl ican t  a t  $1.25 pe r  s h a r e .  He made a 

second formal  o f f e r  i n  1965, o f f e r i n g  t o  pay $1.40 p e r  s h a r e .  

On t h e  f i r s t  o f f e r  Smith  a c q u i r e d  approx imate ly  30,000 s h a r e s ;  

approx imate ly  20,000 on t h e  second. A f t e r  h i s  second formal  o f f e r  

he a c q u i r e d  approx imate ly  3 ,000 a d d i t i o n a l  common s h a r e s  when he 

i n c r e a s e d  h i s  o f f e r  t o  $1.75. Smith de te rmined  t h e  p r i c e  he would 

o f f e r  on a n  a r b i t r a r y  s t a n d a r d .  H e  t e s t i f i e d  t h a t  o u t s i d e  o f  h i s  

own i n t e r e s t  i n  a c q u i r i n g  s h a r e s  t h e r e  has  n o t  been any c u r r e n t  

i n t e r e s t  expressed  by anyone i n  a c q u i r i n g  s h a r e s ,  most o f  t h e  

s t o c k h o l d e r s  be ing  more i n t e r e s t e d  i n  d i s p o s i n g  of  ho ld ings .  The 

common s t o c k  o f  t h e  A p p l i c a n t  i s  n o t  l i s t e d  on any exchange n o r  

d o  any brokerage f i r m s  e v i n c e  any i n t e r e s t  by r e g u l a r l y  i n s e r t i n g  

b i d  o r  o f f e r  p r i c e s  i n  o v e r - t h e - c o u n t e r  s e r v i c e s .  

C. 	 In fo rmat ion  A v a i l a b l e  t o  s h a r e h o l d e r s  
and I n v e s t o r s  

The Appl ican t  r e t a i n s  a f i r m  of  a c c o u n t a n t s  whose d u t i e s  

i n c l u d e  t h e  p r e p a r a t i o n  of  monthly s t a t e m e n t s ,  s u p e r v i s i o n  o f  t h e  

annua l  t a k i n g  o f  i n v e n t o r y ,  and t h e  p r e p a r a t i o n  of  a n  annua l  

f i n a n c i a l  s t a t e m e n t .  At tached t o  a n  annua l  s t a t e m e n t  i n  ev idence  

is a t r a n s m i t t a l  l e t t e r  from A p p l i c a n t ' s  a c c o u n t a n t s  i n  which i t  



is noted that the information contained is based on the accounting 


records of the Applicant and, "Since the terms of our engagement 


did not provide for an examination in accordance with generally 


accepted auditing standards, we are unable to express an opinion 


on the accompanying financial statements." Smith testified that 


there have been "continuing feuds" with Applicant's accountants 


over their recommendation that they be retained to make an audit 


of the Applicant's accounts so that they can submit a certified 


statement. 


The annual statement is not sent to the stockholders, 


nor is it made public. Instead, prior to the annual meeting which 


takes place on the second Thursday in May, a notice of meeting is 


sent to the stockholders outlining the business to be transacted 


at the meeting. Attached to it is a short report from the Board 


of Directors of highlights of the year. A synopsis is also annexed, 


prepared by the accountants, summarizing assets, liabilities, and 


including statement of income. Stockholders are then requested to 


sign an enclosed proxy form. 


The annual statements differ from those required under 


Commission rules and regulations in that they are not certified 


and d o  not contain certain supplementary information and detailed 


schedules required by applicable rules and regulations. 


The synopses are highly condensed and do not contain 


breakdowns of major items required by Commission rules. A serious 




d e f i c i e n c y ,  from t h e  s t a n d p o i n t  o f  s t o c k h o l d e r s  and i n v e s t o r s ,  i s  

t h e  f a i l u r e  t o  s u p p l y  i n f o r m a t i o n  s u f f i c i e n t  f o r  a d e t e r m i n a t i o n  

o f  p e r  s h a r e  e a r n i n g s  o r  t h e  book v a l u e  o f  o u t s t a n d i n g  s t o c k ,  

a l t h o u g h  t h a t  i n f o r m a t i o n  c o u l d  be a s c e r t a i n e d  by r e c o u r s e  t o  t h e  

a n n u a l  s t a t e m e n t s  s u b m i t t e d  t o  t h e  Board o f  D i r e c t o r s .  

The i n f o r m a t i o n  s e n t  t o  s t o c k h o l d e r s  w i t h  t h e  n o t i c e  o f  

a n n u a l  mee t ing  d o e s  n o t  conform t o  e x i s t i n g  proxy r e q u i r e m e n t s  set  

f o r t h  i n  t h e  Commission 's  proxy r u l e s .  No r e p o r t s  a r e  f u r n i s h e d  

d u r i n g  t h e  y e a r  t o  s t o c k h o l d e r s  i n  t h e  n a t u r e  o f  i n t e r i m  r e p o r t s  

showing t r a n s a c t i o n s  o f  management i n  t h e  s e c u r i t i e s  o f  A p p l i c a n t  

o r  n o t i n g  o t h e r  i m p o r t a n t  deve lopmen t s  as r e q u i r e d  by t h e  

Commission 's  r u l e s  and  r e g u l a t i o n s .  

D. C o n t e n t i o n s  o f  t h e  P a r t i e s  

The A p p l i c a n t  c o n t e n d s  t h a t  t h e  r e q u e s t e d  exempt ion  i s  

b o t h  c o n s i s t e n t  w i t h  t h e  p u b l i c  i n t e r e s t  and  t h e  p r o t e c t i o n  o f  

i n v e s t o r s .  I t  concedes  t h a t  t h e  number o f  i t s  common s t o c k h o l d e r s  

is  s u b s t a n t i a l l y  i n  e x c e s s  o f  t h e  minimum number o f  t h e  500 r e q u i r e d  

f o r  f i l i n g .  The re  i s  ag reemen t  t h a t  a t  t h e  d a t e  o f  t h e  f i l i n g  o f  

t h e  a p p l i c a t i o n  t h e r e  were a p p r o x i m a t e l y  1151 common s h a r e h o l d e r s  

and 259 p r e f e r r e d  s h a r e h o l d e r s .  The number o f  t h e  f o r m e r  had 

d ropped  t o  1075 as of  t h e  d a t e  o f  t h e  h e a r i n g .  However, t h e  

a p p l i c a n t  p o i n t s  o u t  t h a t  an  a n a l y s i s  o f  t h e  breakdown o f  t h e  

number of  s h a r e h o l d e r s  p r e v i o u s l y  set f o r t h  (page  9 )  as w e l l  as 

f u r t h e r  a n a l y s i s  of  i t s  c o r p o r a t e  r e c o r d s  shows t h a t  o u t  o f  t h e  t o t a l  



number o f  s t o c k h o l d e r s  551 owned less t h a n  50 s h a r e s ,  151 owned 

more t h a n  50 b u t  less t h a n  7 5  s h a r e s ,  and 123 owned 76 t o  100 

s h a r e s  each .  I t  u r g e s  t h a t  s i n c e  t h e r e  are o n l y  426 s h a r e h o l d e r s  

who owned 76  o r  more s h a r e s  and  t h e  book v a l u e  o f  t h o s e  

s h a r e s  i s  a p p r o x i m a t e l y  $2.24,  t h e  number o f  s h a r e h o l d e r s  h o l d i n g  

less t h a n  75  s h a r e s  e a c h  s h o u l d  be d i s r e g a r d e d  u n d e r  t h e  r u l e  o f  

d e  minimis  and  o n l y  t h e  r ema in ing  g r o u p  o f  426 s h o u l d  be measured 

a g a i n s t  t h e  a p p l i c a b l e  s t a n d a r d .  

A d d i t i o n a l l y ,  i t  i s  a r g u e d  t h a t  t h e  amount o f  t r a d i n g  

i n t e r e s t  i n  t h e  ~ p p l i c a n t ' s  s e c u r i t i e s  i s  s u f f i c i e n t l y  l i m i t e d  

t o  j u s t i f y  t h e  exempt ion .  It i s  p o i n t e d  o u t  t h a t  t h e r e  h a s  n e v e r  

been  a sale o f  s t o c k  by t h e  A p p l i c a n t  t o  t h e  g e n e r a l  p u b l i c  b u t  

t h a t  A p p l i c a n t ' s  o r i g i n a l  s t o c k h o l d e r s  were  members o f  t h e  P a r e n t  

c o o p e r a t i v e  who r e c e i v e d  s h a r e s  on d i s s o l u t i o n  o f  t h e  P a r e n t .  The 

a d d i t i o n a l  o f f e r  o f  s t o c k  made i n  1958 was c o n f i n e d  t o  t h e  e x i s t i n g  

s t o c k h o l d e r s  and h e r e  i t  i s  p o i n t e d  o u t  t h e  a u t h o r i z e d  i s s u e  was 

n o t  c o m p l e t e l y  s o l d  o u t .  F u r t h e r  a n a l y s i s  o f  t h e  r e c o r d  o f  t r a n s f e r s  

set  f o r t h  h e r e i n  on page 8 shows,  a c c o r d i n g  t o  A p p l i c a n t ,  t h a t  o n l y  

Smi th  was i n t e r e s t e d  i n  a c t u a l l y  p u r c h a s i n g  l a r g e  amounts  o f  

A p p l i c a n t ' s  s t o c k  and t h a t  a s u b s t a n t i a l  p r o p o r t i o n  o f  t r a n s f e r s  

which  have o c c u r r e d  were n o t  p u r c h a s e  and s a l e  t r a n s a c t i o n s  as s u c h ,  

b u t  t r a n s f e r s  by r e a s o n  o f  t h e  d e a t h  o f  s h a r e h o l d e r s  and  t h o s e  

o c c a s i o n e d  by t h e  i s s u a n c e  o f  new c e r t i f i c a t e s  f o r  l o s t  o n e s .  

I t  asserts t h a t  a c t u a l  p u r c h a s e  and sale t r a n s a c t i o n s  o v e r  t h e  last 



ten years totaled 86,545 shares which, on a par value basis, 


averages out to $8,654.50 per year. 


It is also maintained that Applicant is a strictly local 


concern conducting a retail business with customers in the 


immediate area and it is urged that since its only connection with 


interstate commerce is the purchase of merchandise which may come 


from without the State of California exemption should be granted 


for this reason. 


Finally, it is argued that to require compliance with 


the registration and other provisions of the Exchange Act would 


merely add a heavy financial burden on the Applicant's business 


and would benefit neither the shareholders nor the investing 


public, which has not until now shown any interest in the Applicant's 


securities. 


Applicant further alleges that information about its 


financial and business affairs, its management, its principal 


shareholders, any transaction of its management in its securities, 


and the nature and description of such securities, is available to 


any shareholder who makes inquiry. It states that it is willing 


to furnish such information to its shareholders annually as a 


condition to its being granted an exemption, but asks for relief 


from the certification requirements, stating that it would suffer 


a very substantial increase in accounting costs if such were 


required. 




The D i v i s i o n ,  f o r  i t s  p a r t ,  con tends  t h a t  t h e  r e g i s t r a -  

t i o n  p r o v i s i o n s  of  S e c t i o n  1 2 ( g )  of  t h e  Exchange Act were e n a c t e d  

i n  t h e  p u b l i c  i n t e r e s t  and t h a t  t h e  Appl ican t  h a s  n o t  made o u t  a  

c a s e  f o r  exemption from t h e s e  requ i rements .  It p o i n t s  o u t  t h a t  t h e  

number o f  s h a r e h o l d e r s  o f  Appl ican t  is  s u b s t a n t i a l l y  i n  e x c e s s  of  

t h e  minimum r e q u i r e d  f o r  r e g i s t r a t i o n ,  t h a t  t h e  owners o f  a p p r o x i -  

ma te ly  t w o - t h i r d s  o f  t h e  t o t a l  o u t s t a n d i n g  s h a r e s  have no i n t i m a t e  

knowledge of t h e  a f f a i r s  o f  t h e  Appl ican t  e i t h e r  as a s u b s t a n t i a l  

s t o c k h o l d e r ,  l i k e  Smith ,  o r  a s  a d i r e c t o r ,  bu t  a r e  wholly dependent  

on company r e p o r t s  f u r n i s h e d  them a s  w e l l  as in fo rmat ion  which t h e y  

may g l e a n  i n  in fo rmal  t a l k s  w i t h  Smith on t h e i r  v i s i t s  t o  A p p l i c a n t ' s  

premises .  I t  i s  urged t h a t  t h e s e  i n v e s t o r s  need t h e  p r o t e c t i o n  o f  

t h e  r e g i s t r a t i o n ,  r e p o r t i n g ,  proxy,  and i n s i d e r  t r a d i n g  requ i rements  

o f  t h e  Exchange Act . 
It  i s  f u r t h e r  argued t h a t  t h e r e  has  been s u b s t a n t i a l  

t r a d i n g  a c t i v i t y  i n  t h e  common s t o c k  of t h e  Appl ican t  even though 

f u l l  in fo rmat ion  a b o u t  t h e  company was n o t  a v a i l a b l e  n o r  is i t  l i s t e d  

on any exchange. Smith ,  h i m s e l f ,  t e s t i f i e d  t h a t  t h e r e  has  been 

s u b s t a n t i a l  i n t e r e s t  i n  t h e  s a l e  o f  s h a r e s  by h o l d e r s  t h e r e o f  and 

many t r a d e s  have actucal ly  taken p lace .  I t  can  be e x p e c t e d ,  t h e  

D i v i s i o n  con tends ,  t h a t  t h e r e  w i l l  be i n c r e a s e d  t r a d i n g  i n t e r e s t  

when f u r t h e r  i n f o r m a t i o n  abou t  t h e  Appl ican t  is made p u b l i c .  

A d d i t i o n a l l y ,  i t  is  argued t h a t  t h e  Appl ican t  has  made 

s u b s t a n t i a l  s a l e s ,  h a s  a s s e t s  i n  e x c e s s  o f  t h e  r e q u i r e d  minimum f o r  

r e g i s t r a t i o n ,  and h a s  s u b s t a n t i a l  e a r n i n g s  pe r  s h a r e  w i t h  a n  



i n c r e a s i n g  book v a l u e  p e r  s h a r e .  F i n a l l y ,  i t  is  u rged  t h a t  g r a n t i n g  

o f  t h e  r e q u i r e d  exempt ion  would n o t  be  i n  t h e  p u b l i c  i n t e r e s t ,  t h a t  

l a c k  o f  d i s c l o s u r e  o f  i n f o r m a t i o n  r e l a t i v e  t o  t h e i r  i n v e s t m e n t  

would d e p r i v e  s t o c k h o l d e r s  o f  b a s i c  s a f e g u a r d s  e n a b l i n g  them t o  make 

informed d e c i s i o n s  a b o u t  t h e i r  i nves tmen t  and  t h a t  compl i ance  would 

be  l i k e l y  t o  engende r  more p u b l i c  i n t e r e s t  i n  t h e  s e c u r i t i e s  o f  t h e  

A p p l i c a n t .  

111. CONCLUDING FINDINGS 

The h i s t o r y  o f  t h e  d i s t r i b u t i o n  o f  t h e  common s t o c k  o f  

t h e  A p p l i c a n t  e s t a b l i s h e s  t h a t  t h e r e  i s  no o v e r - t h e - c o u n t e r  market  

i n  i t s  s e c u r i t i e s  and  t h a t  t r a d i n g  i n  i t s  s e c u r i t i e s  h a s  been 

c o n f i n e d  t o  t r a n s a c t i o n s  between t h e  company and i t s  member-

s h a r e h o l d e r s  o r  between s h a r e h o l d e r s .  While t h i s  i s  a n  i m p o r t a n t  

f a c t o r ,  i t  i s  n o t  d e t e r m i n a t i v e  o f  t h e  i s s u e s  h e r e i n .  

S e c t i o n  1 2 ( g )  o f  t h e  Exchange Act  was e n a c t e d  as p a r t  
1/ 

o f  t h e  S e c u r i t i e s  Act  Amendments o f  1964: These  Amendments were 

p receded  by a S p e c i a l  S t u d y  o f  S e c u r i t i e s  Markets  o f  t h e  S e c u r i t i e s  

and  Exchange Commission, a u t h o r i z e d  by Congres s ;  a Repor t  o f  t h e  

S p e c i a l  S tudy ,  i n c l u d i n g  a Supplement c o n t a i n i n g  comments from t h e  
-2/ 

Chairman o f  t h e  Commission on recommendations c o n t a i n e d  t h e r e i n ;  

-1/ Pub. Law 88-467,  8 8 t h  Cong. (Aug. 20, 1964) 

-2 / House Doc. No. 95 ,  8 8 t h  Cong. 1st Sess .  (1963)  



h e a r i n g s  b e f o r e  t h e  House Committee on L n t e r s t a t e  and Fore ign  


Commerce and t h e  S e n a t e  Committee on Banking and Currency on 

-3 / 

proposed l e g i s l a t i o n  and r e p o r t s  o f  t h o s e  Committees; d i s c u s s i o n  

of  t h e  proposed Amendments i n  t h e  Congress  and t h e  enactment  o f  t h e  

l e g i s l a t i o n .  

With r e s p e c t  t o  t h e  o b l i g a t i o n s  o f  i s s u e r s  o f  p u b l i c l y  

h e l d  s e c u r i t i e s ,  i t  was p o i n t e d  o u t  i n  t h e  S p e c i a l  S tudy t h a t ,  

"The k e y s t o n e  o f  t h e  e n t i r e  s t r u c t u r e  of  F e d e r a l  s e c u r i t i e s  l e g i s l a -  

t i o n  i s  d i s c l o s u r e .  Making a v a i l a b l e  t o  i n v e s t o r s  a d e q u a t e  

f i n a n c i a l  and o t h e r  i n f o r m a t i o n  a b o u t  s e c u r i t i e s  i n  which t h e y  

migh t  i n v e s t  o r  have  i n v e s t e d  is t h e  b e s t  means o f  e n a b l i n g  them 

t o  make i n t e l l i g e n t  i n v e s t m e n t  d e c i s i o n s  and o f  p r o t e c t i n g  them 

-4 / 
a g a i n s t  s e c u r i t i e s  f r a u d s . "  There  was unanimous agreement  by 

t h o s e  c o n d u c t i n g  t h e  S p e c i a l  S tudy and by t h e  c o n g r e s s i o n a l  commit tees  

conce rned  t h a t  i d e a l l y  a l l  p u b l i c  companies i n  which t h e r e  i s  p u b l i c  

i n v e s t o r  i n t e r e s t  o u g h t  t o  be i n c l u d e d  i n  t h e  cove rage  of  t h e  

f i l i n g ,  r e p o r t i n g ,  and proxy r e q u i r e m e n t s  o f  t h e  Exchange Ac t .  

However, it  was d e c i d e d  on p u r e l y  p r a c t i c a l  grounds  t h a t  t h e  number 

o f  i s s u e r s  r e q u i r e d  t o  f i l e  shou ld  be manageable from t h e  r e g u l a t o r y  

s t a n d p o i n t  and n o t  d i s p r o p o r t i o n a t e l y  burdensome on i s s u e r s  i n  

r e l a t i o n  t o  t h e  n a t i o n a l  p u b l i c  i n t e r e s t  t o  be s e r v e d .  A f t e r  a n  

-3 / Sen.  Repor t  No. 379,  8 8 t h  Cong. 1st S e s s .  (1963) ;  House Report  
No. 1418,  8 8 t h  Cong. 2d S e s s .  (1964) .  

-4 / S p e c i a l  S tudy ,  op. c i t . ,  P t .  3 ,  p.1. 
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e x h a u s t i v e  r e s e a r c h  o f  t h e  problem i t  was recommended i n  t h e  

S p e c i a l  Study Report t h a t  t h e  f i l i n g ,  r e p o r t i n g ,  and proxy r e q u i r e -  

ments of t h e  Exchange Act be extended,  i n  s t a g e s ,  t o  a l l  i s s u e r s  
-6 /  

having 300 o r  more e q u i t y  s e c u r i t y  h o l d e r s .  The f i n a l  l e g i s l a t i o n  

i n c o r p o r a t e d  t h e  500 s h a r e h o l d e r s  and $1,000,000 asset s t a n d a r d .  

T h i s  s t a n d a r d  is  t h e  r e s u l t  o f  ve ry  c a r e f u l  a d m i n i s t r a t i v e  and 
-7/ 

l e g i s l a t i v e  s t u d y  and is  n o t  t o  be l i g h t l y  d i s r e g a r d e d .  

I n  t h e  i n s t a n t  c a s e ,  t h e  amount of a s s e t s  of t h e  

Appl ican t  is s u b s t a n t i a l l y  i n  excess  of t h e  amount r e q u i r e d  f o r  

f i l i n g  - almost  double.  The number o f  s h a r e h o l d e r s  i s  more than  

double  t h e  r e q u i r e d  minimum number o f  500. Under any s t a n d a r d  

-8 / 
t h e y  must be cons idered  "public" s t o c k h o l d e r s .  

Appl icant  a r g u e s  f o r  t h e  a p p l i c a t i o n  of t h e  p r i n c i p l e  

of d e  minimis t o  exc lude  from c o n s i d e r a t i o n  t h o s e  s h a r e h o l d e r s  

n o t  owning over  75 common s h a r e s .  There i s  no warrant  f o r  t h i s  

i n  t h e  l e g i s l a t i v e  h i s t o r y .  Small s h a r e h o l d e r s  a r e  t h o s e  p r i m a r i l y  

-6 / S p e c i a l  Study, op. c i t . ,  P t .  5 ,  pp. 149-153. 

-7 / "It i s  c l e a r  t h a t  by any s tandard  t h e  companies w i t h  between 500 
and 1,000 s h a r e h o l d e r s  r e p r e s e n t  s u b s t a n t i a l  e n t e r p r i s e s .  In  
a d d i t i o n ,  your committee b e l i e v e s  t h a t  t h e  primary t e s t  i n  
s e l e c t i n g  coverage s t a n d a r d s  f o r  i n c l u s i o n  i n  S.1642 shou ld  be 
t h e  p u b l i c  i n t e r e s t  as measured bv t h e  number of s h a r e h o l d e r s .  
A company wi th  between 500 and 1,000 s h a r e h o l d e r s  r e p r e s e n t s  a 
s u b s t a n t i a l  p u b l i c  i n t e r e s t .  The a s s e t  t e s t  i s  designed t o  
a s s u r e  t h a t  no d i s p r o p o r t i o n a t e  burden is  laced e i t h e r  on t h e  
companies o r  on t h e  Government i n  r e l a t i o n  t o  t h e  p u b l i c  i n t e r e s t  
t o  be served."  (Report ,  Sena te  Banking and Currency Committee, 
op. c i t . ,  p.21).  



b e n e f i t e d  by t h e  d i s c l o s u r e  p r o v i s i o n s  o f  t h e  Exchange A c t  

s i n c e  t h e y  have no  o t h e r  p r a c t i c a l  way o f  o b t a i n i n g  i n f o n n a t i o n  

on  t h e i r  i n v e s t m e n t .  A l so ,  t h e  book v a l u e  s t a n d a r d  which A p p l i c a n t  

s u g g e s t s  is  o n l y  one  measure  o f  t h e  v a l u e  o f  a s e c u r i t y  and  by no  

means t h e  most i m p o r t a n t .  The c o n t e n t i o n ,  t h e r e f o r e ,  i s  r e j e c t e d .  

While A p p l i c a n t  d o e s  d i s t r i b u t e  some f i n a n c i a l  i n f o r m a t i o n  

t o  its s t o c k h o l d e r s ,  t h e  b r i e f  s y n o p s i s  s e n t  t o  s t o c k h o l d e r s  i n  

advance  o f  t h e  a n n u a l  m e e t i n g  f e l l s  f a r  s h o r t  o f  t h e  d e t a i l e d  

a n n u a l  s t a t e m e n t  r e q u i r e d  unde r  t h e  Commission 's  r u l e s .  The re  are 

o t h e r  d e f i c i e n c i e s ,  b u t  p e r h a p s  t h e  c h i e f  one  is t h e  f a i l u r e  t o  

p r o v i d e  a c e r t i f i e d  s t a t e m e n t .  A p p l i c a n t  i n  i t s  open ing  b r i e f  

o f f e r e d  t o  p r o v i d e  i ts  s h a r e h o l d e r s  w i t h  t h e  i n f o n n a t i o n  r e q u i r e d  

u n d e r  t h e  r e p o r t i n g ,  proxy and i n s i d e r  t r a d e r  p r o v i s i o n s  o f  t h e  

Exchange A c t ,  p r o v i d i n g  t h a t  c e r t i f i c a t i o n  were n o t  r e q u i r e d  

(P.15).  C e r t i f i c a t i o n  f u r n i s h e s  s u b s t a n t i a l  p r o t e c t i o n  t o  

i n v e s t o r s .  I t  a s s u r e s  them t h a t  t h e  a c c o u n t s  o f  t h e i r  company 

have  been s u b j e c t  t o  a n  independen t  a u d i t  i n  a c c o r d a n c e  w i t h  

g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  s t a n d a r d s  and  Commission r e g u l a t i o n s .  

I n  t h e  i n s t a n t  c a s e  i t  c o u l d  and s h o u l d  redound t o  t h e  b e n e f i t  o f  

A p p l i c a n t  and i t s  s h a r e h o l d e r s  by a t t r a c t i n g  p o t e n t i a l  i n v e s t o r s  

who migh t  n o t  be w i l l i n g  t o  c o n s i d e r  i n v e s t i n g  w i t h o u t  t h i s  
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p r o t e c t i o n .  A p p l i c a n t  t h u s  might  f i n d  i t s e l f  i n  a b e t t e r  p o s i t i o n  

t o  raise needed c a p i t a l .  C e r t i f i c a t i o n  a l s o  c a r r i e s  w i t h  i t  t h e  

d i s t i n c t  p o s s i b i l i t y  o f  e x p a n s i o n  o f  g e n e r a l  t r a d i n g  i n t e r e s t  i n  

, 

-91 S p e c i a l  S tudy ,  op .  c i t . ,  P t .  3 ,  pp  15-17.  



A p p l i c a n t ' s  s t o c k  s o  t h a t  t h e  p a t t e r n  o f  t r a d e s  b e i n g  n e g o t i a t e d  

o n l y  between e x i s t i n g  s t o c k h o l d e r s  may be  broken.  I t  s h o u l d  a l s o  

be  n o t e d  t h a t  ~ p p l  have  recommended t h i s  p rocedure  i c a n t  's a c c o u n t a n t s  

t o  A p p l i c a n t  as a matter o f  good b u s i n e s s  p r a c t i c e .  

I t  h a s  been u rged  t h a t  c e r t i f i c a t i o n  would r e s u l t  i n  a 

material i n c r e a s e  i n  A p p l i c a n t ' s  c o s t s .  No proof  h a s  been s u b m i t t e d  

on  t h i s  p o i n t  o u t w e i g h i n g  t h e  a d v a n t a g e s  o f  f u l l  compl i ance .  I f  

s p e c i a l  problems were t o  ar ise  an  a p p l i c a t i o n  f o r  r e l i e f  c o u l d  be 

made a t  a n  a p p r o p r i a t e  t i m e .  

D e s p i t e  t h e  p a u c i t y  o f  p u b l i c  i n f o r m a t i o n  on t h e  a f f a i r s  

o f  t h e  A p p l i c a n t  t h e r e  h a s  been s u b s t a n t i a l  t r a d i n g  i n  i t s  s t o c k .  

I n  t h e  last  t e n  y e a r s  86 ,545  s h a r e s  were  invo lved  i n  a c t u a l  p u r c h a s e  

and  sale t r a n s a c t i o n s  o r  a p p r o x i m a t e l y  40% o f  t h e  t o t a l  o u t s t a n d i n g  

s h a r e s .  I t  was found i n  t h e  c o u r s e  o f  t h e  S p e c i a l  S tudy t h a t  

companies  w i t h  a number o f  s h a r e h o l d e r s  comparable  t o  t h o s e  o f  

A p p l i c a n t  d o  n o t  i n  many i n s t a n c e s  have  a s u b s t a n t i a l  amount o f  
10/ 

s t o c k  t r a n s f e r s .  The unde r s igned  c o n c l u d e s  t h a t  t h e  a v e r a g e  y e a r l y  

t u r n o v e r  o f  4% o f  t h e  common s h a r e s  o f  A p p l i c a n t  d o e s  n o t  j u s t i f y  

t h e  r e q u e s t e d  exempt ion .  

A p p l i c a n t  h a s  u rged  t h a t  i t  i s  p r i m a r i l y  a l o c a l  

r e t a i l  c o n c e r n  and t h a t  t h e  n a t u r e  and  e x t e n t  o f  t h e s e  a c t i v i t i e s  

-10/ See  T a b l e  IX-a - S p e c i a l  S t u d y ,  op. c i t . ,  P t .  3 ,  p. 21. 



w a r r a n t  t h e  g r a n t i n g  o f  a n  exemption.  T h i s ' c o n t e n t i o n  d o e s  n o t  

g i v e  f u l l  weight  t o  t h e  e x t e n t  o f  i t s  b u s i n e s s  o p e r a t i o n s .  A p p l i c a n t  

h a s  s u b s t a n t i a l  sales - a y e a r l y  t o t a l  i n  e x c e s s  o f  $3,500,000.  The 

impact  o f  t h o s e  s a l e s  on  i n t e r s t a t e  commerce c a n n o t  be  immaterial. 

The e x t e n t  o f  ~ p p l i c a n t ' s  b u s i n e s s  e s t a b l i s h e s  t h e  A p p l i c a n t  s h o u l d  

be  s u b j e c t  t o  t h e  r e g u l a t i o n s  unde r  c o n s i d e r a t i o n  h e r e  r a t h e r  t han  

t h e  c o n t r a r y .  

The burden o f  j u s t i f y i n g  an  exempt ion  from s t a t u t o r y  and 
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r e g u l a t o r y  r e q u i r e m e n t s  i s  on a n  a p p l i c a n t .  I t  h a s  been conc luded  

t h a t  t h e  number o f  p u b l i c  i n v e s t o r s  and  t h e  amount o f  t r a d i n g  i n t e r e s t s ,  

a c t u a l  o r  p o t e n t i a l ,  i n  A p p l i c a n t ' s  s e c u r i t i e s  i s  n o t  s u f f i c i e n t l y  

l i m i t e d  t o  j u s t i f y  t h e  r e q u e s t e d  exempt ion .  The n a t u r e  and e x t e n t  

o f  t h e  a c t i v i t i e s  o f  t h e  A p p l i c a n t ,  i n c l u d i n g  i t s  assets and g r o s s  

s a l e s ,  are n o t  s u c h  a s  t o  j u s t i f y  t h e  r e q u e s t e d  exempt ion .  It has  

a l s o  been found t h a t  a d e q u a t e  i n f o r m a t i o n  i n  p r o p e r  form would n o t  

be a v a i l a b l e  t o  i n v e s t o r s  c o n c e r n i n g  t h e  f i n a n c i a l  and  b u s i n e s s  a f f a i r s  

o f  A p p l i c a n t ,  i t s  management, and  o t h e r  key items o f  i n f o r m a t i o n  

r e q u i r e d  t o  be f u r n i s h e d  unde r  S e c t i o n s  1 2 ,  1 3 ,  1 4 ,  and 1 6  o f  t h e  

Exchange Ac t ,  i f  t h e  a p p l i c a t i o n  were g r a n t e d .  It i s  t h e r e f o r e  

conc luded  t h a t  t h e  r e q u i r e d  exemption would n o t  be  c o n s i s t e n t  w i t h  t h e  

p u b l i c  i n t e r e s t  and  t h e  p r o t e c t i o n  o f  i n v e s t o r s .  A c c o r d i n g l y ,  

-111 S.E.C. v.  R a l s t o n  P u r i n a  Co., s u p r a .  



1T 1s ORDERED t h a t  t h e  a p p l i c a t i o n  o f  Orchard  Supp ly  

B u i l d i n g  Co. f o r  a n  exempt ion  o f  i t s  common s t o c k  from t h e  

p r o v i s i o n s  o f  S e c t i o n  1 2 ( g )  o f  t h e  Exchange Act i s  d e n i e d .  

P u r s u a n t  t o  Rule 1 7 ( b )  o f  t h e  Commission 's  Rules  o f  

P r a c t i c e  a p a r t y  may f i l e  a p e t i t i o n  f o r  Commission r ev iew o f  

t h i s  i n i t i a l  d e c i s i o n  w i t h i n  f i f t e e n  d a y s  a f t e r  s e r v i c e  t h e r e o f  

on him. T h i s  i n i t i a l  d e c i s i o n ,  p u r s u a n t  t o  Rule 1 7 ( f )  s h a l l  

become t h e  f i n a l  d e c i s i o n  o f  t h e  Commission as t o  e a c h  p a r t y  u n l e s s  

h e  f i l e s  a p e t i t i o n  f o r  r e v i e w  p u r s u a n t  t o  Rule 1 7 ( b )  o r  t h e  

Commission, p u r s u a n t  t o  ~ u l e  1 7 ( c ) ,  d e t e r m i n e s  on i t s  own 

i n i t i a t i v e  t o  r e v i e w  t h i s  i n i t i a l  d e c i s i o n  as t o  him. I f  a p a r t y  

t i m e l y  f i l e s  a p e t i t i o n  t o  r ev iew o r  t h e  Commission t a k e s  a c t i o n  

t o  r e v i e w  as t o  a p a r t y ,  t h i s  i n i t i a l  d e c i s i o n  s h a l l  n o t  become 
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f i n a l  as t o  t h a t  p a r t y .  


S idney  L. F e i l e r  
Hea r ing  Examiner 

Washington,  D. C. 
May 1,  1967 

1 2 /  	 ~ l l  con--	 c o n t e n t i o n s  and  proposed  f i n d i n g s  have  been c a r e f u l l y  
s i d e r e d .  T h i s  i n i t i a l  d e c i s i o n  i n c o r p o r a t e s  t h o s e  which have  
been  found n e c e s s a r y  f o r  i n c o r p o r a t i o n  t h e r e i n .  


