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an examination to ascertain whether 
such amounts constitute an unreason-
able accumulation of earnings and 
profits within the meaning of part I 
(section 531 and following), subchapter 
G, chapter 1 of the Internal Revenue 
Code of 1954, or corresponding provi-
sions of prior law. If amounts are de-
posited and the fund maintained in 
good faith for the purpose of construc-
tion, reconstruction, reconditioning, 
and acquisition of new vessels, or for 
the liquidation of purchase-money in-
debtedness on such vessels, such 
amounts will be deemed to have been 
accumulated for the reasonable needs 
of the business. 

§ 287.24 Extent of tax liability. 
(a) Declared value excess-profits tax. 

Gain which is includible in gross in-
come under § 287.23 shall be included in 
gross income for all income and excess-
profits tax purposes, but not for the 
purposes of the declared value excess-
profits tax and the capital stock tax as 
provided in section 511(i) of the Act. In 
lieu of any adjustment with respect to 
such declared value excess-profits tax, 
there is imposed for any taxable year 
ending on or before June 30, 1945, in 
which the gain is realized an additional 
tax of 1.1 percent of the amount of the 
gain. No additional capital stock tax 
liability is incurred. 

(b) Improper deposits. In the case of 
deposits in the construction reserve 
fund of amounts derived from sources 
other than those specified in section 
511 of the Act, or in the case of failure 
to deposit an amount equal to the ‘‘net 
proceeds’’ or ‘‘net indemnity’’ within 
the period prescribed in section 511(c) 
of the Act and § 287.15, the taxpayer ob-
tains no suspension or postponement of 
any tax liability and the tax is collect-
ible without regard to the provisions of 
section 511(c) of the Act. 

(c) Time for filing claim subsequent to 
election under section 511(c)(2). If an 
election is made under section 511(c)(2) 
of the Act, and paragraph (a)(2) of 
§ 287.12, and if computation or recompu-
tation in accordance therewith is oth-
erwise allowable but is prevented, on 
the date of filing of notice of such elec-
tion, or within six months thereafter, 
by any statute of limitation, such com-
putation or recomputation neverthe-

less shall be made notwithstanding 
such statute if a claim therefor is filed 
within six months after the date of 
making such election. If as the result 
of such computation or recomputation 
an overpayment is disclosed, a claim 
for refund on Form 843 should also be 
filed within such six months’ period. 

§ 287.25 Assessment and collection of 
deficiencies. 

Any additional tax, including the 1.1 
percent amount imposed by section 
511(i) of the Act, due on account of 
withdrawal from a construction reserve 
fund, or failure to comply with section 
511 of the Act or the regulations in this 
part, is collectible as a deficiency. In-
terest upon such deficiency will run 
from the date the withdrawal or non-
compliance occurs. The amount of any 
deficiency, including interest and addi-
tions to the tax, determined as a result 
of such withdrawal or noncompliance, 
may be assessed, or a proceeding in 
court for the collection thereof may be 
begun without assessment, at any time 
and without regard to any period of 
limitations or any other provisions of 
law or rule of law, including the doc-
trine of res judicata. 

§ 287.26 Reports by taxpayers. 
(a) Information required. With each in-

come tax return filed for a taxable year 
during any part of which a construc-
tion reserve fund is in existence the 
taxpayer shall submit a statement set-
ting forth a detailed analysis of such 
fund. The statement, which need not be 
on any prescribed form, shall include 
the following information with respect 
to the construction reserve fund: 

(1) The actual balance in the fund at 
the beginning and end of the taxable 
year; 

(2) The date, amount, and source of 
each deposit during the taxable year; 

(3) If any deposit referred to in para-
graph (a)(2) of this section consists of 
proceeds from the sale, or indemnifica-
tion of loss, of a vessel or share there-
of, the amounts of the unrecognized 
gain; 

(4) The date, amount, and purpose of 
each expenditure or withdrawal from 
the fund; and 

(5) The date and amount of each con-
tract, under which deposited funds are 
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deemed to be obligated during the tax-
able year, for the construction, recon-
struction, reconditioning, or acquisi-
tion of new vessels, or for the liquida-
tion of purchase-money indebtedness 
on such vessels, and the identification 
of such vessels. 

(b) Records required. Taxpayers shall 
keep such records and make such addi-
tional reports as the Commissioner of 
Internal Revenue or the Administra-
tion may require.

NOTE: The records referred to in this sec-
tion shall be retained for a period of six 
months beyond the termination or closing 
out of the reserve fund.

§ 287.27 Controlled corporation. 

For the purpose of section 511 of the 
Act and the regulations in this part a 
new vessel is considered as con-
structed, reconstructed, reconditioned, 
or acquired by the taxpayer if con-
structed, reconstructed, reconditioned, 
or acquired by a corporation at a time 
when the taxpayer owns not less than 
95 percent of the total number of 
shares of each class of stock of the cor-
poration. 

§ 287.28 Administrative jurisdiction. 

Sections 287.3 to 287.11, inclusive, 
§§ 287.13 to 187.15, inclusive, and §§ 287.19 
to 287.22, inclusive, deal primarily with 
matters under the jurisdiction of the 
Administration. Sections 287.12, 287.16 
to 287.18, inclusive, and §§ 287.23 to 
287.27, inclusive, deal primarily with 
matters under the jurisdiction of the 
Commissioner of Internal Revenue. 
Generally, matters relating to the es-
tablishment, maintenance, expendi-
ture, and use of construction reserve 
funds and the construction, reconstruc-
tion, reconditioning, or acquisition of 
new vessels are under the jurisdiction 
of the Administration; and matters re-
lating to the determination, assess-
ment, and collection of taxes are under 
the jurisdiction of the Commissioner of 
Internal Revenue. Correspondence 
should be addressed to the particular 
authority having jurisdiction in the 
matter. 

PART 289—INSURANCE OF CON-
STRUCTION-DIFFERENTIAL SUB-
SIDY VESSELS, OPERATING-DIF-
FERENTIAL SUBSIDY VESSELS AND 
OF VESSELS SOLD OR ADJUSTED 
UNDER THE MERCHANT SHIP 
SALES ACT 1946

Sec.
289.1 Definition. 
289.2 Vessels included. 
289.3 Provision in subsidy agreements and 

mortgages. 
289.4 Insurance by owners. 
289.5 Insurance by the United States.

AUTHORITY: Sec. 204, 49 Stat. 1987, as 
amended; 46 U.S.C. 1114. Interpret or apply 
sec. 12, 60 Stat. 49, as amended; 50 U.S.C. 
App. 1745.

SOURCE: General Order 67 Rev., 18 FR 230, 
Jan. 10, 1953, unless otherwise noted. 

§ 289.1 Definition. 

For the purpose of this part, when 
reference is made to the phrase interest 
of the United States, it shall mean: 

(a) As to vessels constructed or sold 
with construction-differential subsidy 
and/or national defense feature allow-
ance under Title V or VII of the Mer-
chant Marine Act, 1936, as amended, 
the value of the construction-differen-
tial subsidy allowance, plus the allow-
ance for national defense features; 

(b) As to vessels constructed or sold 
under Title V or VII of the Merchant 
Marine Act of 1936, as amended, and ad-
justed in price pursuant to section 9 of 
the Merchant Ship Sales Act of 1946, 
the difference between the pre-war do-
mestic cost and the statutory sales 
price as defined in the Merchant Ship 
Sales Act of 1946. 

§ 289.2 Vessels included. 
Vessels subject to the provisions of 

this part are: 
(a) All vessels which may in the fu-

ture be constructed or sold with con-
struction-differential subsidy allow-
ances and/or national defense features 
allowance under Title V or VII of the 
Merchant Marine Act 1936, as amended. 

(b) All vessels which have previously 
been constructed or sold with construc-
tion-differential subsidy allowances 
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