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2. Additional vessels agreed to be constructed or acquired: 
Number of 

vessels 
Total cost Less 

Government 
contributions 

Cost to 
operator 

.................. $ .................. ($................) $.
25% of cost to operator .... $.

3. Additional barges and containers required as the com-
plement of vessels agreed to be constructed or acquired 
in items B1 and B2 above: 

Number of: Cost to 
operator 

Barges ........................... $ 
Containers ..................... $ $.

25% of Cost to Operator ...... $.
C. Outstanding indebtedness on, or se-

cured by, subsidized vessels and re-
lated barges and containers, or incurred 
in connection with the acquisition, con-
struction, or reconstruction of such ves-
sels and related barges and containers.

$.

D. The present value of Capitalized Lease 
Obligations as defined in § 283.2(b), ex-
cluding that portion of any such amount 
payable within one year.

$.

TOTAL FUNDS REQUIRED ............... $.
III. EXCESS FUNDS (DEFICIENCY OF 

FUNDS).
$.

(Signature of Chief Financial 
Officer or other authorized 

officer) 

SCHEDULE C—DETERMINATION OF WORKING 
CAPITAL (AS DEFINED IN 46 CFR 283.2) 

Company lll 

lllllllllll, 19ll 

A. CURRENT ASSETS: 
Cash and marketable securities ............ $.......... 
Accounts receivable (current) ................ .......... 
Other current assets (specify) ................ .......... 

Total .................................................... $.......... 
Accrued deposits to CCF, (provided op-

erator has met prorated deposit 
schedule).

$.......... 

Other adjustments (specify) ................... .......... $.......... 
B. CURRENT LIABILITIES: 

Current liabilities ..................................... $.......... 
Add one-half annual charter hire (if not 

included above).
.......... 

Less current liabilities for which pay-
ment is available from CCF deposits.

.......... 

Other adjustments (specify) ................... .......... $.......... 
C. WORKING CAPITAL: 

Current assets less current liabilities ..................... $.......... 

(Signature of Chief Financial Officer or 
other authorized officer) 

PART 287—ESTABLISHMENT OF 
CONSTRUCTION RESERVE FUNDS 

Sec. 
287.1 Definitions. 
287.2 Scope of section 511 of the Act and the 

regulations in this part. 
287.3 Requirements as to vessel operations. 
287.4 Application to establish fund. 

287.5 Tentative authorization to establish 
fund. 

287.6 Establishment of fund. 
287.7 Circumstances permitting reimburse-

ment from a construction reserve fund. 
287.8 Investment of funds in securities. 
287.9 Valuation of securities in fund. 
287.10 Withdrawals from fund. 
287.11 Time deposits. 
287.12 Election as to nonrecognition of gain. 
287.13 Deposit of proceeds of sales or indem-

nities. 
287.14 Deposit of earnings and receipts. 
287.15 Time for making deposits. 
287.16 Tax liability as to earnings deposited. 
287.17 Basis of new vessel. 
287.18 Allocation of gain for tax purposes. 
287.19 Requirements as to new vessels. 
287.20 Obligation of deposits. 
287.21 Period for construction of certain 

vessels. 
287.22 Time extensions for expenditure or 

obligation. 
287.23 Noncompliance with requirements. 
287.24 Extent of tax liability. 
287.25 Assessment and collection of defi-

ciencies. 
287.26 Reports by taxpayers. 
287.27 Controlled corporation. 
287.28 Administrative jurisdiction. 

AUTHORITY: Secs. 204, 511, 49 Stat. 1987, as 
amended, 54 Stat. 1106, as amended; 46 U.S.C. 
1114, 1161. 

SOURCE: General Order 38 (2d Rev.), 30 FR 
7215, May 29, 1965; 30 FR 8162, June 25, 1965, 
unless otherwise noted. 

EDITORIAL NOTE: The regulations contained 
in this part were codified by the Internal 
Revenue Service in Treasury Decision 6820, 
30 FR 6030, Apr. 29, 1965. For text see also 26 
CFR part 2. 

§ 287.1 Definitions. 

(a) As used in the regulations in this 
part, except as otherwise expressly pro-
vided— 

(1) Act means the Merchant Marine 
Act, 1936, as amended (46 U.S.C., ch. 27). 

(2) Section means one of the sections 
of the regulations in this part. 

(3) Administration means the Mari-
time Administration of the Depart-
ment of Transportation. 

(4) Citizen means a person who, if an 
individual, was born or naturalized as a 
citizen of the United States or, if other 
than an individual, meets the require-
ments of section 905(c) of the Act and 
section 2 of the Shipping Act, 1916, as 
amended (46 U.S.C. 802). 
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(5) Taxpayer means a citizen who has 
established or seeks to establish a con-
struction reserve fund under the provi-
sions of section 511 of the Act and the 
regulations in this part, and may in-
clude a partnership. 

(6) Corporation includes associations, 
joint-stock companies and insurance 
companies. 

(7) Stock includes the shares in an as-
sociation, joint-stock company, or in-
surance company. 

(8) Affiliate or associate means a per-
son directly or indirectly controlling, 
controlled by, or under common con-
trol with, another person. 

(9) Control, as used in paragraph (a)(8) 
of this section, means the possession of 
the power to direct in any manner the 
management and policies of a person, 
and the terms controlling and controlled 
shall have the meanings correlative to 
the foregoing. 

(10) Person means an individual, a 
corporation, a partnership, an associa-
tion, an estate, a trust, or a company. 

(11) Partnership includes a syndicate, 
group, pool, joint venture, or other un-
incorporated organization. 

(12) Construction, if so determined by 
the Administration, shall include re-
construction and reconditioning. 

(13) Reconstruction and reconditioning 
shall include the reconstruction, recon-
ditioning, or modernization of a vessel 
for exclusive use on the Great Lakes, 
including the Saint Lawrence River 
and Gulf, if the Administration deter-
mines that the objectives of the Act 
will be promoted by such reconstruc-
tion, reconditioning, or modernization, 
and, notwithstanding any other provi-
sions of law, such vessel shall be 
deemed to be a new vessel within the 
meaning of section 511 of the Act for 
such reconstruction, reconditioning, or 
modernization. 

(14) Purchase-money indebtedness 
means any indebtedness, or evidence 
thereof, created as the result of the 
purchase of a vessel by the taxpayer. 

(15) Contract, contract for the construc-
tion, and construction contract shall in-
clude, if so determined by the Adminis-
tration, a contract for reconstruction 
or reconditioning and shall include, in 
the case of a taxpayer who constructs a 
new vessel in a shipyard owned by such 
taxpayer, an agreement, between such 

taxpayer and the Administration with 
respect to such construction, and con-
taining provisions deemed necessary or 
advisable by the Administration to 
carry out the purposes and policy of 
section 511 of the Act. 

(b) Insofar as the computation and 
collection of taxes are concerned, other 
terms used in the regulations in this 
part, except as otherwise provided, 
have the same meaning as in the Inter-
nal Revenue Code and the regulations 
thereunder. 

§ 287.2 Scope of section 511 of the Act 
and the regulations in this part. 

(a) Applicability of regulations. The 
regulations prescribed in this part— 

(1) Apply to gain realized from the 
sale or loss of vessels, earnings from 
the operation of vessels, and interest 
(or otherwise) with respect to amounts 
previously deposited in the construc-
tion reserve fund, for a taxable year be-
ginning after December 31, 1964, and 

(2) Apply to the expenditure, obliga-
tion, or withdrawal, during a taxable 
year beginning after December 31, 1964, 
of any deposits of gain, earnings, and 
interest (or otherwise) of the character 
referred to in paragraph (a)(1) of this 
section without regard to the taxable 
year in which the deposits were made. 

(b) Nonrecognition and accumulation. 
Section 511 of the Act provides, under 
conditions specified, for the non-
recognition, for income and excess- 
profits tax purposes, of the gain real-
ized from the sale or indemnification 
for loss of certain vessels including cer-
tain vessels in the course of construc-
tion, or shares therein. It also permits 
the accumulation of the proceeds of 
such sales or indemnification and of 
certain earnings without liability 
under part I (section 531 and following), 
subchapter G, chapter 1 of the Internal 
Revenue Code of 1954, and the regula-
tions thereunder (26 CFR 1.531 through 
1.537–1 (Income Tax Regulations)). 

(c) Availability of benefits. The bene-
fits of section 511 of the Act are avail-
able to any citizen as defined in para-
graph (a)(4) of § 287.1, who, during any 
taxable year owns, in whole or in part, 
a vessel or vessels within the scope of 
§ 287.3. A citizen operating such a vessel 
or vessels owned by any other person or 
persons can derive no benefit from the 
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