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SUBCHAPTER A—INCOME TAX (CONTINUED) 

PART 2—MARITIME CONSTRUCTION 
RESERVE FUND 

Sec. 
2.1 Statutory provisions; sections 511 and 

905, Merchant Marine Act, 1936, and re-
lated statutes. 

2.1–1 Definitions. 
2.1–2 Scope of section 511 of the Act and the 

regulations in this part. 
2.1–3 Requirements as to vessel operations. 
2.1–4 Application to establish fund. 
2.1–5 Tentative authorization to establish 

fund. 
2.1–6 Establishment of fund. 
2.1–7 Circumstances permitting reimburse-

ment from a construction reserve fund. 
2.1–8 Investment of funds in securities. 
2.1–9 Valuation of securities in fund. 
2.1–10 Withdrawals from fund. 
2.1–11 Time deposits. 
2.1–12 Election as to nonrecognition of gain. 
2.1–13 Deposit of proceeds of sales or indem-

nities. 
2.1–14 Deposit of earnings and receipts. 
2.1–15 Time for making deposits. 
2.1–16 Tax liability as to earnings deposited. 
2.1–17 Basis of new vessel. 
2.1–18 Allocation of gain for tax purposes. 
2.1–19 Requirements as to new vessels. 
2.1–20 Obligation of deposits. 
2.1–21 Period for construction of certain 

vessels. 
2.1–22 Time extensions for expenditure or 

obligation. 
2.1–23 Noncompliance with requirements. 
2.1–24 Extent of tax liability. 
2.1–25 Assessment and collection of defi-

ciencies. 
2.1–26 Reports by taxpayers. 
2.1–27 Controlled corporation. 
2.1–28 Administrative jurisdiction. 

AUTHORITY: Sec. 511(b), 49 Stat. 1985, as 
amended, sec. 7805, 68A Stat. 917; 26 U.S.C. 
7805, 46 U.S.C. 1161(b). 

SOURCE: T.D. 6820, 30 FR 6030, Apr. 29, 1965, 
unless otherwise noted. 

EDITORIAL NOTE: The regulations contained 
in this part have been recodified in 46 CFR 
part 287. 

§ 2.1 Statutory provisions; sections 511 
and 905, Merchant Marine Act, 1936, 
and related statutes. 

SEC. 511. [Merchant Marine Act, 1936] (a) 
When used in this section the term new vessel 
means any vessel (1) documented or agreed 
with the Commission to be documented 
under the laws of the United States; (2) con-
structed in the United States after December 

31, 1939, or the construction of which has 
been financed under titles V or VII of this 
Act, as amended, or the construction of 
which has been aided by a mortgage insured 
under title XI of this Act as amended; and (3) 
either (A) of such type, size, and speed as the 
Commission shall determine to be suitable 
for use on the high seas or Great Lakes in 
carrying out the purposes of this Act, but 
not of less than 2,000 gross tons or of less 
speed than twelve knots, unless the Commis-
sion shall determine and certify in each case 
that a vessel of a specified lesser tonnage or 
speed is desirable for use by the United 
States in case of war or national emergency, 
or (B) constructed to replace a vessel or ves-
sels requisitioned or purchased by the United 
States. 

(b) For the purpose of promoting the con-
struction, reconstruction, reconditioning, or 
acquisition of vessels, or for other purposes 
authorized in this section, necessary to car-
rying out the policy set forth in title I of 
this Act, any citizen of the United States 
who is operating a vessel or vessels in the 
foreign or domestic commerce of the United 
States or in the fisheries or owns in whole or 
in part a vessel or vessels being so operated, 
or who, at the time of purchase or requisi-
tion of the vessel by the Government, was 
operating a vessel or vessels so engaged or 
owned in whole or in part a vessel or vessels 
being so operated or had acquired or was 
having constructed a vessel or vessels for the 
purpose of operation in such commerce or in 
the fisheries, may establish a construction 
reserve fund, for the construction, recon-
struction, reconditioning, or acquisition of 
new vessels, or for other purposes authorized 
in this section, to be composed of deposits of 
proceeds from sales of vessels, indemnities 
on account of losses of vessels, earnings from 
the operation of vessels documented under 
the laws of the United States and from serv-
ices incident thereto, and receipts, in the 
form of interest or otherwise, with respect to 
amounts previously deposited. Such con-
struction reserve fund shall be established, 
maintained, expended, and used in accord-
ance with the provisions of this section and 
rules or regulations to be prescribed jointly 
by the Commission and the Secretary of the 
Treasury. 

(c) In the case of the sale or actual or con-
structive total loss of a vessel, if the tax-
payer deposits an amount equal to the net 
proceeds of the sale or to the net indemnity 
with respect to the loss in a construction re-
serve fund established under subsection (b), 
then— 

(1) If the taxpayer so elects in his income- 
tax return for the taxable year in which the 
gain was realized, or 
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