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3. The parties hereto have agreed to said 
amendment and desire to incorporate the 
same into the Agreement. 

Now, therefore, in consideration of the 
premises the Maritime Administrator and 
the Party agree as follows: 

Notwithstanding the provisions of Article 
4(A)(2) of the Agreement, the Party may, 
within sixty (60) days after notice appears in 
the FEDERAL REGISTER that the Regulations 
jointly prescribed by the Secretary of the 
Treasury and the Secretary of Transpor-
tation have been finalized, terminate the 
Agreement, if such Regulations have a sub-
stantial effect on the rights or obligations of 
the Party. Upon termination of the Agree-
ment pursuant to this Addendum No. ll 
the provisions of the Internal Revenue Code 
of 1954, the Act, and the rules and regula-
tions shall apply to all funds remaining in 
the Fund as if such funds were withdrawn in 
a non-qualified, withdrawal, as that term is 
defined in the Act and the rules and regula-
tions. 

In witness whereof, the Secretary and the 
Party have executed this addendum, in quad-
ruplicate, effective as of the date indicated 
below.
UNITED STATES OF AMERICA,

Secretary of Transportation,
Maritime Administrator,

Department of Transportation
By ........................................... By................. 

(Contracting Officer) 
Date ....................................... Title................. 
Attest: Attest: 
By ........................................... By.................... 

(Secretary) 
........................................... Title................ 

(SEAL) (SEAL)
Approved as to form: 

................................................
(Assistant General Counsel 

Maritime Administration) 

[G.O. 109, Rev., Amdt. 6, 42 FR 43634, Aug. 30, 
1977]

APPENDIX V TO PART 390—SAMPLE 
QUALIFIED TRADE AFFIDAVIT 

AFFIDAVIT 

State of lllllllllllllllllll

County of llllllllllllllllll

I, lll, (Name) being duly sworn, depose 
and say: 

1. That I am the lll (Title) of lll. 
(Name of party) 

2. That I am fully acquainted with and 
have knowledge of the operations of all 
qualified agreement vessels owned or oper-
ated by my company and identified in Cap-
ital Construction Fund Agreement, MA/CCF 
lll. 

3. That I have full knowledge of the trad-
ing restrictions and liquidated damages pro-
visions pertaining to qualified agreement 

vessels, as stipulated in section 607 of the 
Merchant Marine Act, 1936, as amended, and 
in the rules and regulations of 46 CFR Part 
390. 

4. That based on my inspection of Company 
records and to the best of my knowledge and 
belief, except as noted below in statement 5 
of this affidavit, during the period lllll 
(Beginning of taxable year) through 
lllll (End of taxable year) my company 
operated its qualified agreement vessels only 
in the United States, foreign, Great Lakes, 
and noncontiguous domestic trade in accord-
ance with Capital Construction Fund Agree-
ment, MA/CCF lll. 

5. Exceptions to statement 4 of this Affi-
davit are as follows (indicate exceptions 
below or attach a supplemental statement if 
additional space is needed; if there are no ex-
ceptions, write ‘‘none’’):

(Affiant)

Subscribed and sworn to before me, a No
tary Public in and for the State, City and 
County above named, this ll day of lll, 
19l.

(Notary Public)

My commission expires lll, 19l

[41 FR 39751, Sept. 16, 1976]

PART 391—FEDERAL INCOME TAX 
ASPECTS OF THE CAPITAL CON-
STRUCTION FUND

Sec.
391.0 Statutory provisions; section 607, Mer-

chant Marine Act, 1936, as amended. 
391.1 Scope of section 607 of the Act and the 

regulations in this part. 
391.2 Ceiling on deposits. 
391.3 Nontaxability of deposits. 
391.4 Establishment of accounts. 
391.5 Qualified withdrawals. 
391.6 Tax treatment of qualified with-

drawals. 
391.7 Tax treatment of nonqualified with-

drawals. 
391.8 Certain corporate reorganizations and 

changes in partnerships, and certain 
transfers on death. [Reserved] 

391.9 Consolidated returns. [Reserved] 
391.10 Transitional rules for existing funds. 
391.11 Definitions.

AUTHORITY: Secs. 204(b) and 607(l), Mer-
chant Marine Act, 1936, as amended (46 
U.S.C. 1114, 1177), Reorganization Plans No. 
21 of 1950 (64 Stat. 1273) and No. 7 of 1961 (75 
Stat. 840) as amended by Pub. L. 91–469 (84 
Stat. 1036), Dept. of Commerce Organization 
Order 10–8 (38 FR 19707), July 23, 1973.
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SOURCE: 41 FR 23960, June 14, 1976, unless 
otherwise noted.

§ 391.0 Statutory provisions; section 
607, Merchant Marine Act, 1936, as 
amended.

SEC. 607 (a) Agreement Rules. 
Any citizen of the United States owning or 

leasing one or more eligible vessels (as de-
fined in subsection (k)(1)) may enter into an 
agreement with the Secretary of Transpor-
tation under, and as provided in, this section 
to establish a capital construction fund 
(hereinafter in this section referred to as the 
‘‘fund’’) with respect to any or all of such 
vessels. Any agreement entered into under 
this section shall be for the purpose of pro-
viding replacement vessels, additional ves-
sels, or reconstructed vessels, built in the 
United States and documented under the 
laws of the United States for operation in 
the United States foreign, Great Lakes, or 
noncontiguous domestic trade or in the fish-
eries of the United States and shall provide 
for the deposit in the fund of the amounts 
agreed upon as necessary or appropriate to 
provide for qualified withdrawals under sub-
section (f). The deposits in the fund, and all 
withdrawals from the fund, whether qualified 
or nonqualified, shall be subject to such con-
ditions and requirements as the Secretary of 
Transportation may by regulations prescribe 
or are set forth in such agreement; except 
that the Secretary of Transportation may 
not require any person to deposit in the fund 
for any taxable year more than 50 percent of 
that portion of such person’s taxable income 
for such year (computed in the manner pro-
vided in subsection (b)(1)(A)) which is attrib-
utable to the operation of the agreement ves-
sels. 

(b) Ceiling on Deposits. 
(1) The amount deposited under subsection 

(a) in the fund for any taxable year shall not 
exceed the sum of: 

(A) That portion of the taxable income of 
the owner or lessee for such year (computed 
as provided in chapter 1 of the Internal Rev-
enue Code of 1954 but without regard to the 
carryback of any net operating loss or net 
capital loss and without regard to this sec-
tion) which is attributable to the operation 
of the agreement vessels in the foreign or do-
mestic commerce of the United States or in 
the fisheries of the United States. 

(B) The amount allowable as a deduction 
under section 167 of the Internal Revenue 
Code of 1954 for such year with respect to the 
agreement vessels. 

(C) If the transaction is not taken into ac-
count for purposes of subparagraph (A), the 
net proceeds (as defined in joint regulations) 
from (i) the sale or other disposition of any 
agreement vessel, or (ii) insurance or indem-
nity attributable to any agreement vessel, 
and 

(D) The receipts from the investment or re-
investment of amounts held in such fund. 

(2) In the case of a lessee, the maximum 
amount which may be deposited with respect 
to an agreement vessel by reason of para-
graph (1)(B) for any period shall be reduced 
by any amount which, under an agreement 
entered into under this section, the owner is 
required or permitted to deposit for such pe-
riod with respect to such vessel by reason of 
paragraph (1)(B). 

(3) For purposes of paragraph (1), the term 
agreement vessel includes barges and con-
tainers which are part of the complement of 
such vessel and which are provided for in the 
agreement. 

(c) Requirements as to Investments. 
Amounts in any fund established under 

this section shall be kept in the depository 
or depositories specified in the agreement 
and shall be subject to such trustee and 
other fiduciary requirements as may be spec-
ified by the Secretary of Transportation. 
They may be invested only in interest-bear-
ing securities approved by the Secretary of 
Transportation; except that, if the Secretary 
of Transportation consents thereto, an 
agreed percentage (not in excess of 60 per-
cent) of the assets of the fund may be in-
vested in the stock of domestic corporations. 
Such stock must be currently fully listed 
and registered on an exchange registered 
with the Securities and Exchange Commis-
sion as a national securities exchange, and 
must be stock which would be acquired by 
prudent men of discretion and intelligence in 
such matters who are seeking a reasonable 
income and the preservation of their capital. 
If at any time the fair market value of the 
stock in the fund is more than the agreed 
percentage of the assets in the fund, any sub-
sequent investment of amounts deposited in 
the fund, and any subsequent withdrawal 
from the fund, shall be made in such a way 
as to tend to restore the fund to a situation 
in which the fair market value of the stock 
does not exceed such agreed percentage. For 
purposes of this subsection, if the common 
stock of a corporation meets the require-
ments of this subsection, and if the preferred 
stock of such corporation would meet such 
requirements but for the fact that it cannot 
be listed and registered as required because 
it is nonvoting stock, such preferred stock 
shall be treated as meeting the requirements 
of this subsection. 

(d) Nontaxability for Deposits. 
(1) For purposes of the Internal Revenue 

Code of 1954— 
(A) Taxable income (determined without 

regard to this section) for the taxable year 
shall be reduced by an amount equal to the 
amount deposited for the taxable year out of 
amounts referred to in subsection (b)(1)(A). 

(B) Gain from a transaction referred to in 
subsection (b)(1)(C) shall not be taken into 
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