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Title 49— Transportation
CHAPTER III— FEDERAL HIGHWAY AD

MINISTRATION, DEPARTM ENT OF 
TRANSPORTATION

[Notice No. 75-20]
' FEDERAL MOTOR CARRIER SAFETY 

REGULATIONS
• Purpose. The purpose of this notice 

is to include a new placard “ Combustible 
(cargo tanks pnly)” to th& regulation re
quiring certain vehicles to stop at railroad 
grade crossings; to eliminate references to 
an obsolete Form M CS-89, “ Notice of 
Driver Declared ‘Out of Service’,’’ and ref
erence the new Form M CS-63A which in
cludes “ Notice of Driver ‘Declared Out of 
Service’,’’ and to change the addresses for 
Regions 1, 7, and 9, due to relocation of 
those offices. •

Technical, non-substantive amend
ments are being made to the Federal 
Motor Carrier Safety Regulations. The 
amendments consist of (1) chahging the 
addresses for the Regional Motor Carrier 
Safety Offices in Regions 1, 7, and 9, as 
listed in § 390.40; (2) adding “ combusti
ble (cargo tanks only) ” to subparagraph
(3) of § 392.10(a) which identifies ve
hicles transporting hazardous materials 
that are required to stop at railroad 
grade crossings and revising subpara
graphs (4), apd (5), thereof, and (3) 
changing all references to “Form M CS- 
89” in § 395.13 to read “Form MCS-63A.” 

The table in § 390.40, Locations for 
filing accident reports and notifications, 
is being amended to reflect new locations 
of Regional Motor Carrier Safety Offices 
in Regions 1, 7, and 9:

The amendment adding “ Combustible 
(cargo tanks on ly)”  to the list of pla
carded vehicles in §-392.10 (a) (3) which 
are required to stop at railroad grade 
crossings, changes this section to con
form with Hazardous Materials Docket 
No. HM-102, (40 FR 22263). This docket 
established a new combustible liquid 
classification defined as those liquids 
having a flash point at or above 100°F 
(37.8°c.), and below 200°F (93.3°c.) 
(closed cup test). Section 392.10 present
ly requires those vehicles transporting 
liquids with a flash point below 200° 
stop at railroad grade crossings. There
fore, this is not a new requirement for 
those commodities falling within the new 
definition of combustible liquids.

Section 392.10(a) (4) and (5) are being 
revised to reference current test methods 
for determining flash points as reflected 
in the Hazardous Materials Regulations 
rather than repeating those test methods.

References to “Form MCS-89” are be
ing changed to read “Form MCS-63A,” 
a new form which includes “Notice of 
Drivers Declared ‘Out of Service’.”

In consideration of the foregoing, Parts 
390, 392, and 395, in Subchapter B of 
Chapter III in Title 49, CFR, are amended 
as follows:

PART 390— FEDERAL MOTOR CARRIER 
SAFETY REGULATIONS

1. The addresses for Regions 1, 7, and 
9. as shown in the table in § 390.40 in 
•Part 390 are amended as follows:

§ 390.40 Locations for filing accident 
reports and notifications.
• • • * *

Region Territory Location of regional office
No. included

1 * * *__ ...... Leo W. o ’Brien, Federal Office
Bldg., Boom 729, Albany, 
N.Y. 12207;

• *  • *  *

7 * * *___ ... 6301 Rockhill Rd., P.O. Box
19715, Kansas City, Mo. 64141.

• *  • • •
9 * * *_....... . Suite 530,2 Embarcadero Center,

San Francisco, Calif. 94111.
* * * * *

PART 392— DRIVING OF MOTOR 
VEHICLES

2. Section 392.10(a) is amended by re
vising paragraphs (3), (4), and (5) as 
follows:
§ 392.10 * Railroad grade crossings ; stop

ping required.
(a) * * *
(3) * * *
(xi) Combustible (cargo tanks only).
(4) Every cargo tank motor vehicle, 

whether loaded or empty, used for the 
transportation of any hazardous material 
as defined in the Hazardous Materials 
Regulations of the Department of Trans
portation, Parts 170-189 of this title.

(5) Every cargo tank motor vehicle 
transporting a commodity which at the 
time of loading has a temperature above 
its flash point as determined by § 173.115 
of this title.

*  * * *  *

PART 395— HOURS OF SERVICE OF 
DRIVERS

§ 395.13 [Amended]
3. Section 395.13 of Part 395 is 

amended by substituting “Form MCS- 
63A” for “Form MCS-89,” wherever it 
appears.

These amendments are issued under 
the authority of section 204 of the Inter
state Commerce Act, 49 U.S.C. 304, sec
tion 6 of the Department of Transporta
tion Act, 49 U.S.C. 1655, and the delega
tions of authority by the Secretary of 
Transportation and the Federal High
way Administrator at 49 CFR 1.48 and 
389.4, respectively.

Effective date. Since these amend
ments are non-substantive in character 
and do not impose an additional burden 
oh any person, notice and public proce
dure thereon are unnecessary, and they 
are effective on the date of issuance set 
forth below.

Issued on September 24,1975.
K enneth L. P ierson,

Acting Director, 
Bureau of Motor Carrier Safety.

[FR Doc.75-25882 Filed 9-26-75;8:45 am]

[Docket No. MC-56, Notice No. 75-19]
PART 393— PROHIBITION AGAINST OP

ERATING WITH OVERLOADED OR U N 
DERINFLATED TIRES

Deferral of Effective Date of Certain 
Provisions

• Purpose. The purpose of this order 
is to defer certain of the requirements of 
the amendments contained in the order 
amending the § 393.75 of the Federal Mo
tor Carrier Safety Regulations pertaining 
to tires published in the Federal Register 
on July 11,1975 (40 FR 29292). •

The Federal Highway Administration 
(FHWA) is making certain changes to 
the amendments to § 393.75 of the Fed
eral Motor Carrier Safety Regulations as 
a result o f petitions received for recon
sideration.

Petitions for reconsideration have been 
filed with FHWA by American Trucking 
Associations, Inc., (ATA), Consolidated 
Freight Ways (CF), the Firestone Tire 
and Rubber Company (Firestone), the 
Goodyear Tire and Rubber Company 
(Goodyear), Heavy Specialized Carrier 
Conference (HSCC), Kelly-Springfield 
Tire Company (Kelly), Michelin Tire 
Corporation (Michelin), National Auto
mobile Transporters Association 
(NATA), Rubber Manufacturers Asso
ciation (RM A), Transport Trailers, and 
Truck Trailer Manufacturers Associa
tion (TTM A). The petitioners state that 
the regulation does not promote safety 
and will disrupt normal operations and 
be costly to implement.

The petitioners feel that the following 
areas should be reconsidered: (1) In
creased loadings for reduced speed oper
ations. (2) Tire pressures higher than 
those labeled on the tire’s sidewalls 
should be permitted. (3) The tire pres
sure gauge correction factor for hot tires 
should be changed. (4) Inadequate time 
was given for compliance with the reg
ulation and will result in inordinate 
costs. (5) The rule will cause confusion 
with users of European tires which are 
labeled differently from their American 
counterpart. (6) Consideration should 
be given to changing the metric tire pres
sure unit to kilopascals. (7) A 4-year 
delay in implementation of the rule to 
allow specialized equipment to be 
brought into compliance with the regu
lations. (8) Several of the petitioners 
want the rule to apply only to the steer
ing axle.

All of the petitions have been studied 
in detail. We must agree there is some 
merit to the problem raised by the pe
titioners. We do not agree that in the 
interest of safety of operation of com
mercial motor vehicles over the highway 
that the rule should be abrogated in its 
entirety and the petitions granted as 
requested.

Considering the problems of front axle 
tires, the entire subject of axle loadings 
and accident statistics have been re
viewed. In the recent Department of 
Transportation (DOT) report entitled, 
“ 1973 Accidents of Motor Carriers of 
Property,” published in July 1975, front-
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tire failures was discussed in detail. 
Pages 62 and 63 of the subject report 
indicates that front-tire failures ac
counted for 1.3 percent of the total num
ber of accidents reported to the FHWA’s ' 
Bureau of Motor Carrier Safety (BMCS) 
for 1973. In this case, a total of 395 front- 
tire failures occurred. Review of the 1974 
accident reports submitted to BMCS in
dicated a total of 364 front-tire failures.

In View of the above, it is apparent 
that front-tire failures do occur with 
considerable frequency and there is a 
need for requirements to ensure that 

-such tires are not overloaded or under
inflated.

During ^Congressional hearings on 
truck size and weights held in 1974, there 
was considerable emphasis given to the 
fact that a front axle should be limited 
to a gross weight of 10,000 pounds. The 
PHWA does not believe that such design 
requirements should be specified in legis
lation and was basically opposed to such 
a requirement. The PHWA does believe 
that front axle loadings should be such 
that the tires can safely carry the load. 
In this regard, the PHWA determined 
that the load on front tires should not 
exceed that specified by the manufac
turers for the appropriate load range of 
tire.

The amendment issued on July 3 speci
fied that on and after October 1, 1975, 
all tires on all motor vehicles would have 
to comply with th e ' requirements of 
FMVSS No. 119. In order to comply with 
the requirements of FMVSS No. 119, the 
tire would have to have marked on its 
sidewall the maximum load at a corre
sponding inflation pressure. The peti
tioners have stated there will not be 
enough FMVSS No. 119 tires available 
to completely equip all of the vehicles 
being operated under the Bureau’s safety 
jurisdiction. Also, the petitioners stated 
that time would be needed to retrofit all 
of the vehicles.

The PHWA agrees there does appear 
to be a problem with the retrofit re
quirement and the availability of FMVSS 
No. 119 tires.

Some of the petitioners also stated 
that many of the Eastern States permit
ted axle loadings greater than that speci
fied in section 127 of Title 23, United 
States Code. This is true, and the heavier 
axle weights have been permitted for 
many years. However, it does not, in it
self, mean that the vehicles are safe 
to operate, especially with axle loadings 
on front axles greater than the tires are 
rated for. _

In view of the above, the FHWA be
lieves the load requirements for. front 
axles should , not be increased over that 
for which the tires are rated. The PHWA 
does believe there should be some relaxa
tion since the data available on 1975 
truck tire production seems to indicate 
there are not enough FMVSS No. 119 
tires available to entirely equip the 
present commercial vehicles operating 
under its safety jurisdiction. The PHWA 
has determined that the problem can be 
solved by allowing the continued use of 
tires which are not marked to indicate
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that they meet FMVSS No. 119, provided 
they do not exceed the load limit for the 
specific load range tire and its corres
ponding inflation pressure. We believe 
this is necessary to ensure that safety of 
operation is continued and to avoid ad
ditional petitions for change of the regu
lations to limit the front axle weights to 
a total of 10,000 pounds.

The subject of maximum inflation 
pressure has been given considerable 
study. Review of all the data seems to 
indicate that in all cases the tire manu
facturers and the users do inflate tires 
above the corresponding pressure for a 
specific load. The increase in tire pres
sure is intended to reduce heat buildup 
and to increase tire life. Review of the 
data does tend to support the petitioners 
point of view that there have been no 
problems or failures resulting from over- 
inflation of tires if the load rating is 
kept constant. Therefore, the rule will 
be amended to indicate that tire pres
sures may be increased above that speci
fied on the tire’s sidewall.

It must be pointed out that while the 
rule is being amended to allow pressmes 
greater than specified on the tire’s side- 
wall, the load and cold inflation pressure 
imposed on the rim and wheel must not 
exceed the rim and wheel manufacturer’s 
recommendations even though the tire 
may be approved for a higher load or 
inflation. Rims and wheels may be iden
tified (stamped) with a maximum load 
and maximum cold inflation rating.

The FHWA has considered the request 
for increased tire loading with reduced 
speed. The data available does indicate 
that the tire manufacturer’s recom
mend, or permit, increased tire loadings 
if vehicles are operated at reduced 
speeds. The problem here is the enforce
ability of such a requirement, since the 
FHWA is not a policing agency and does 
not have stopping or arresting powers. 
The FHWA does agree that there is a 
need for increasing the load rating of 
tires which are operated at reduced 
speeds. The rule will be amended to al
low increased loadings at reduced speeds 
but it will specify that the increased 
loadings will only be applicable in those 
cases where the vehicle is being operated 
in compliance with a special permit 
which specifies the speed limitation. We 
believe this is the only way the FHWA 
will be able to enforce such a 
requirement.

One of the petitioners stated that the 
rule will cause confusion with users of 
European tires which are labeled differ
ently from their American counterpart. 
The Bureau agrees that there are differ
ent methods of marking tire load ratings 
and pressures on tires. A comparison was 
made of the loading rating specified in 
the Tire and Rim Association’s manual 
and those o f the European Tyre and 
Rim Technical Organization, the Japa
nese Industrial Standards and the Scan
dinavian Tire and Rim Organization. 
This comparison indicates that there is 
negligible difference in the load ratings 
and pressures specified. In view of this 
fact, the FHWA does not believe there

will be any significant confusion with 
users o f European tires and American 
made tires. As stated in § 393.75(f) (l) 
the chart showing the tire loads and 
pressures for the most common size of 
tires used by interstate motor carriers 
was reproduced for convenience. Also, 
thè regulation states that if there is a 
conflict among the manufacturer, stand- 
ards-organization, or the Table I, the 
FMVSS No. 119 is to govern. We believe 
this still should be the case and, there
fore, are making no changes in the load 
limitations in the Table. I f problems 
arise, then the FHWA will take admin
istrative steps to solve them.

One of the petitioner’s for reconsider
ation stated, that the metric tire pressure 
unit of “ bars”  should be changed to 
“ kilopascals”  as used by the Interna
tional Standards Organization (ISO). 
Review of the subject does indicate that 
in some places kilopascals are used as 
pressure in the metric system. However, 
it has not been adopted as the official 
metric units for pressure. Also, the met
ric units were included in § 393.75, in 
view of the probability of the United 
States adopting the metric system in the 
future. The FHWA used the dual dimen
sioning concept to bring into focus thé 
problem of metric conversions and to fol
low the practice o f various standards 
setting organizations in the United 
States.

The HSCC petitioned for a 4-year 
delay in implementation of the require
ments o f § 393.75 to allow carriers time 
to modify vehicles and manufacturers to 
redesign vehicles. This request was based 
on the fact that the amendments pro
hibited tires from being loaded to a ca
pacity greater than that marked on the 
sidewall without regard to speed limita
tions. The FHWA agrees that the rule 
would create hardships on carriers who 
transport extra heavy equipment and 
loads on specialized vehicles when being 
operated at reduced speeds. We do not 
believe there is a need, for a 4-year delay 
fai implementation of the rules if tires 
are allowed to be loaded to a greater ca
pacity when being operated under a spe
cial permit to specify speeds below the 
national speed limit o f 55-mph. The rule 
will be amended to show this change.

Several of the petitioners want the 
requirements of § 393.75 to apply only 
to the steering axle. The petitioners state 
that the FHWA does not have justifica
tion for making the tire load limitation 
applicable to any other axle except the 
steering axle. Review of the data in the 
accident reports submitted to FHWA 
does indicate that there are tire failures 
on axles other than the steeiing axle. 
It is true that front-tire failures have 
occurred more frequently in the 1973 and 
1974 truck accident data. The FHWA be
lieves that load limitations should be 
specified for all axles on all vehicles. 
Therefore, the petition to have the load 
requirements apply only to the steering 
axle is denied.

In arriving at the decision to deny the 
petition to have the tire load require
ments apply only to the front axle, the
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FHWA considered the time needed for 
compliance.

The FHWA does agree that it would 
not be in the best interest of the Nation’s 
economy to require all tires on all axles; 
other than front axles, to meet the pro
posed load limitation requirements by 
October 1,1975. We have taken into con
sideration new truck tire production fig
ures and the first hand knowledge of the 
tire operating practices of the motor car
rier industry. We believe that one year 
should be sufficient time for motor car
riers to use up their present supply of 
tires and for the tire industry to have 
enough FMVSS No. 119 tires available to 
meet the needs of those carriers under 
the safety jurisdiction of FHWA. There
fore, the effective date for compliance 
for axles other than front axles has been 
extended to October 1, 1976.

Several of the petitioners made the 
statement that the hot tire inflation 
pressure correction factor specified in 
Table No. HI was misleading and could 
lead to improper bleeding of tires. The 
entire subject has been reviewed and it 
is felt that since the FHWA proposes to 
allow higher pressures than printed on 
the tire’s sidewalls to be used, that the 
correction factor specified should be ade
quate. Many of the petitioners also stated 
that pressure buildup varies with 'tire 
size and load, vehicle speed, ambient 
temperature and environmental condi
tions such as rain. Also they stated it 
would be extremely difficult, if not im
possible, to accurately predict the pres
sure buildup in a tire when it can be 
influenced by so many variables and that 
a single figure for estimating cold in
flation pressure could not be used for 
regulating both overinflation and under
inflation.

The RMA recommended that FHWA 
regulate only minimum tire inflation 
pressure. This organization further 
stated that tires which are operated un- 
derinflated or overloaded for the actual 
cold service inflation pressure can fail 
resulting in an unsafe vehicle condition. 
They also stated that a tire which has 
been operated long enough to reach equi
librium temperature will have a pressure 
buildup of at least 15 psi over its cold 
inflation pressure and that a tire which 
has been in sustained operation for at 
least 1 hour should be considered under
inflated if its hot inflation pressure is 
not at least 15 psi higher than the speci
fied cold pressure for the load carried. 
The RMA also said that for legs than 1 
hour operation if the tire pressure seems 
to be marginal, the operator should be 
encouraged to recheck tire pressure at 
the next opportunity.

The FHWA believes the correction 
factors set forth in Table No. n  are rea
sonable and they are retained in the 
rule. ~

In consideration of the foregoing, 
§393.75 is amended by changing para
graph (f ) as set forth below.

1. Paragraph (f) of § 393.75 is revised 
to read as follows:

§ 393.75 Tires.
* * * * *

(f ) Tire load rating.* (1) Front wheels : 
No motor vehicle shall- be operated with 
tires op the front wheels which carry a 
greater weight than that specified for 
the tire in any of the publications of the 
standardizing bodies listed in FMVSS No. 
119 (49 CFR 571.119) and markedon the 
tire’s sidewall, except that tires which do 
not have the load rating marked on them 
in accordance with FMVSS No. 119 may 
be continued in use until April 1, 1976: 
Provided, The load on the tire does not 
exceed that allowed by Standard No. 119 
for the same size tire.

(2) Other than front wheels: On and 
after October 1, 1976, no motor vehicle 
shall be operated with tires on wheels 
other than the front wheels which carry 
a greater weight than that specified for 
the tire in any of the publications of the 
standardizing bodies listed in FMVSS 
No. 119 (49 CFR 571.119) and marked on 
the tire’s sidewall, except for those vehi
cles being operated at reduced speed 
under the terms of a special permit is
sued by one of the several States and 
specifying reduced speeds.

(3) A chart showing tire loads and 
pressures for the mdst common sizes of 
tires used by interstate motor carriers is 
reproduced as Table No. I for conven
ience. In the case of conflict among the 
manufacturer, a standards organization, 
or Table No. I in this section, FMVSS No. 
119 shall govern.

(4) Tire pressuré: No motor vehicle 
shall be operated on a tire which has a 
cold inflation pressure less than that 
specified for the load being carried.

(5) If the inflation pressure of the tire 
has been increased by heat because of 
the recent-operation o f the vehicle, the 
cold inflation pressure shall be estimated 
by subtracting the inflation buildup fac
tor shown in Table No. II from the meas
ured inflation pressure.
(Sec. 204, Interstate Commerce Act (49 U.S.C. 
304) ; sec. 6, Department of Transportation 
Act, (49 U.S.C. 1655), and the delegations of 
authority by the Secretary of Transportation 
and the Federal Highway Administrator at 
49 CFR 1.48 and 49 CFR 389.4, respectively.)

Effective date. This amendment is e f
fective on October 1, 1975, except as pro
vided in the rule.

Issued on September 23,1975.
K enneth L. P ierson,

Acting Director, 
Bureau of Motor Carrier Safety.

[FR Doc.75-25808 Filed 9-26-75:8:45 am)

JThe load and cold inflation pressure im
posed on the rim and wheel must not exceed 
the rim and wheel manufacturer’s recom
mendations even though the tire may be ap
proved for a higher load or inflation. Rims 
and wheels may be identified (stamped) with 
a maximum load and maximum cold inflation 
rating.

[Notice No. 75-18]
PART 398— TRANSPORTATION OF 

MIGRANT WORKERS
Miscellaneous Amendments

© Purpose. ' These amendments make 
technical changes in the regulations gov
erning migrant worker transportation, to 
reflect the change in safety jurisdiction 
from the Interstate Commerce Commis
sion to the Department of Transporta
tion. •

A number of technical, nonsubstantive 
amendments are being made to the Fed
eral Motor Carrier Safely Regulation’s 
Part 398—Transportation of Migrant 
Workers. The amendments consist of (1) 

.changing the term “Motor Carrier Safety 
Regulations” to read “ Federal Motor 
Carrier Safety Regulations” wherever it 
appears; (2) changing the terms “ Inter
state Commerce Commission” and “ Ad
ministration” wherever they appear; (3) 
changing § 398.8, Commission inspection 
of motor vehicles in operation, to reflect 
current authority vested in persons ap
pointed as special agents of the Federal 
Highway Administration as detailed in 
Appendix B— Special Agents, and (4) 
deleting reference to the District Director 
of the Bureau of Motor Carriers in 
§ 398.8(d) (2) .

The objective of these amendments is 
to make technical changes in the Regu
lations governing migrant worker trans
portation, to reflect the change in safety 
jurisdiction from the Interstate Com
merce Commission to the Department of 
Transportation. The purpose o f adding 
the word “Federal” before the term “ Mo
tor Carrier Safety Regulations” is to 
avoid confusion between rules issued by 
Federal agencies and rules issued by the 
States.

In consideration of the foregoing, Part 
398 in Subchapter B of Chapter III in 
title 49, CFR is amended as follows:
§§  3 9 8 .1 -39 8 .8  [Amended]

1. By changing “Motor Carrier Safety 
Regulations” to reàd “Federal Motor 
Carrier Safety Regulations” wherever it 
appears.

2. By changing “Interstate Commerce 
Commission” and “ Commission”  to read 
“Federal Highway Administration” and 
“Administration”  respectively.

3. Section 398.8, paragraphs (a) and
(d) (2) are revised to read as follows:
§ 398.8 Administration inspection of 

motor vehicles in operation.
(a) Administration personnel author

ized to perform inspections. All persons 
designated as Special Agents of the Fed
eral Highway Administration, as detailed 
in Appendix B of Chapter m  of this title, 
are authorized to enter upon and per
form inspections of motor carrier’s vehi
cles in operation.

*  *  *  *  *

(d) * * *
(2) Motor carriers shall complete the 

“Motor Carrier Certification o f Action 
Taken” on Form MCS 63 in accordance
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with the terms prescribed thereon. Motor 
carriers shall return Forms MCS 63 to 
the address indicated upon Form MCS 
63 within fifteen (15) days following the 
date of the vehicle inspection./

* * * * * 
Since these amendments are nonsub

stantive in character, and do not impose 
any new burden upon any person, notice 
and public comment thereon are unnec
essary, and they are effective on the date 
of issuance set forth below.
(Sec. 204, Interstate Commerce Act (49 U.S.C. 
304); sec. 6, Department of Transportation 
Act (49 U.S.C. 1655), delegations of authority 
at 49 CFR 1.48, 389.4).

Issued on September 19, 1975.
R obert A. K aye,

Director,
Bureau of Motor Carrier Safety. 

[FR Doc.75-25809 Filed 9-26-75;8:45 ami

CHAPTER X— INTERSTATE COMMERCE 
COMMISSION 

[No. 36057]
ACCOUNTING FOR TREASURY STOCK AT 

COST, INSTRUCTIONS FOR TRANSAC
TION S W ITH AFFILIATES AND CHARGES 
TO  BE JU S T  AND REASONABLE 
Upon investigation and consideration 

of views, arguments, and representations 
of the parties, certain revised accounting 
regulations governing all carriers subject 
to our accounting rules (1201-1210), are 
adopted to be effective January 1,1975.
R eport and O rders of the Commission

By notice of proposed rulemaking 
dated November 5, 1974, and. published 
in the Federal R egister on December 
30, 1974 (39 FR 45048), this Commission 
announced that it had under considera
tion revisions to the systems of accounts 
(49 CFR Parts 1201-1210) prescribed for 
all modes of transportation under its ju
risdiction. These revisions relate to ac
counting for treasury stock at cost, trans
actions with affiliates, and charges to be 
just and reasonable. All interested par
ties were given the opportunity to submit 
their views and comments in writing by 
January 27, 1975.

Background

Treasury stock accounting. Under our 
present accounting regulations, all 
modes except freight forwarders follow 
the par value method rather than the 
cost method of accounting for purchase 
by a corporation of its own stock. Both 
methods recognize a contraction in 
stockholders’ equity; however, the actual 
accounting entries and balance sheet 
presentation differ.

Briefly, under the cost method, the 
reacquired stock is recorded at cost and 
is shown on the balance sheet as a deduc
tion -from stockholders’ equity. Under the 
par value method, the treasury stock is 
recorded at par or stated value and 
shown as a deduction from capital stock 
to arrive at net capital stock outstand
ing. The difference between reacquisition
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cost and par or stated value is appor
tioned to the appropriate capital surplus 
accounts or retained earnings. Under 
either method the ending balance for 
stockholders' equity is the same.

While both accounting treatments are 
in accordance with generally accepted 
accounting principles-, the cost method 
is more widely used by companies that 
prepare reports to stockholders and is 
the method preferred by the accounting 
profession and other regulatory agencies.

Transactions with affiliated companies. 
An instruction cohcerning transactions 
with affiliated companies would require 
records of such transactions to be re
tained in a separate file to include docu
mentation and justification for the- basis 
of the charges. This file would aid this 
Commission in determining whether the 
transactions unnecessarily raise operat
ing costs of carriers. Presently, the sys
tem of accounts for railroads (Part 1201) 
and class I and II motor carriers of prop
erty (Part 1207) contain this instruction. 
However, we have modified the language 
so that it will be uniform throughout 
all systems, even though the intent of 
the instruction remains the same.

Charges to be just and reasonable. 
Charges to the operating expense ac
counts must be “ just and reasonable” in 
order that, the rate structure is not a f
fected by expenses hot related to provid
ing transportation service. Consequently, 
any charges to operating expenses should 
not exceed the fair market value of goods 
or services acquired in arms-length 
transactions. The system of accounts for 
motor carriers of property is the only 
system currently prescribing this in
struction. Here again, some minor word
ing modifications have been made in 
order to maintain Uniformity throughout 
all systems.

R epresentations

The public notification of proposed 
rulemaking in the Federal R egister pro
vided that any person desiring to par
ticipate could do so by filing, within a 
prescribed time, written statements of 
facts, views, or arguments. Comments 

r were received from three respondents, 
and they are summarized below:

Railroads. The Association o f Ameri
can Railroads (AAR) representing its 
member roads, asserts that the proposed 
rule does not accomplish its announced 
objective of bringing the accounting 
rules of this Commission for treasury 
stock into line with generally accepted 
accounting principles as prounced in 
Accounting Principles Board Opinion 
No. 6 and recommends that Opinion 6 be 
adopted completely by reference in the 
text of the account.

AAR also suggests that the proposed 
instruction for transactions with affil
iated companies be revised to allow in
formation relating to the basis of charges 
to be retained in supporting documenta
tion rather than appear on each individ
ual bill.

The Atchison, Topeka and Santa Fe 
Railway Company (Santa Fe) urges the 
Commission to modify the proposed reg
ulations in order to specify that all trans

actions with affiliated companies should 
be at arms-length and the cost of assets 
or services purchased from affiliates 
should not exceed the cost which could 
be obtained from unrelated parties for 
comparable assets or services.

Freight Forwarders. The Freight For
warders Institute suggests an addition of 
joint loading arrangements in the par
enthetical example of the proposed regu
lation for transactions with affiliated 
companies, in order to clarify the scope 
o f its application. The Institute believes 
operations of this nature are “ordinary 
carrier operations” and should be spe
cifically excluded from the proposed reg
ulation.

D iscussion and Conclusions

The following discussion is arranged 
according to subject matters raised by 
the respondents;

Treasury stock accounting. AAR ar
gues for aligning this Commission’s ac
counting rules for treasury stock with 
generally accepted accounting principles. 
We have based our proposed rule on 
APB Opinion No. 6, which provides two 
prevailing views of accounting for ac
quisition of treasury stock; par value 
method and the cost method.

Therefore, our proposed regulation 
changes the presently prescribed ac
counting from one generally accepted 
method to another. However, the cost 
method represents the modern approach, 
being more widely used in today’s finan
cial statements. In addition, we believe 
optional accounting is not justifiable for 
regulatory purposes. Therefore, while we 
agree that our proposed rule is not iden
tical to generally accepted accounting 
principles, (since it does not permit op
tional accounting) we believe the adop
tion of the cost method will move our 
rules closer to them because of the wider 
acceptance of that method. Also, we be
lieve the benefits o f uniformity far out
weigh the potential unreliability of op
tional accounting treatments.1

To implement the cost method, all 
treasury stock presently held shall be re
accounted for under the cost method, 
provided it has not been constructively 
retired.

Transactions with affiliated compa
nies. Santa Fe recommends a change re
garding the' price of assets and services 
purchased from affiliated companies. 

'Santa Fe suggests that in circumstances 
where public price lists do not exist the 
purchase price should be based on cost 
determined by arms-length bargaining 
instead of a lower of book value or fair 
market value. We believe that prices de
termined under the lower of book value 
or fair market value are more relevant 
for ratemaking purposes. To allow car
riers to charge operating expenses with 
the fair market value of assets transfer
red or services performed without con
sideration to the cost incurred by affili
ated companies could cause an unwar
ranted increase in carriers’ operating

1 In “optional accounting” , the carrier may 
utilize the par value method or the cost 
method at its option.
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