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in allowance to the purchase price of the new
vessel rather than paying it to the owner. If the
new vessel is constructed under this subtitle,
the Secretary may apply the trade-in allowance
to the required cash payments on terms and conditions the Secretary may prescribe. If the new
vessel is not constructed under this subtitle, the
Secretary shall pay the trade-in allowance to
the builder of the vessel for the account of the
owner when the Secretary acquires the obsolete
vessel.
(b) ACQUISITION AT TIME OF DELIVERY.—If acquisition of the obsolete vessel occurs when the
new vessel is delivered to the owner, the Secretary shall deposit the trade-in allowance in
the owner’s capital construction fund.

be used for commercial operation. However, the
vessel may be used—
(1) during a period in which vessels may be
requisitioned under chapter 563 of this title; or
(2) except as otherwise provided in this subtitle, on trade routes serving only the foreign
trade of the United States.
(Pub. L. 109–304, § 8(c), Oct. 6, 2006, 120 Stat. 1664.)
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In subsection (b), the words ‘‘acquisition of the obsolete vessel occurs’’ are substituted for ‘‘title to the obsolete vessel is acquired’’ for consistency in the chapter.

§ 57307. Recognition of gain for tax purposes
The owner of an obsolete vessel does not recognize a gain under the Federal income tax laws
when the vessel is transferred to the Secretary
of Transportation in exchange for a trade-in allowance under this chapter. The basis of the new
vessel acquired with the allowance is the same
as the basis of the obsolete vessel—
(1) increased by the difference between the
cost of the new vessel and the trade-in allowance of the obsolete vessel; and
(2) decreased by the amount of loss recognized on the transfer.
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The words ‘‘for gain or loss upon a sale or exchange
and for depreciation under the applicable Federal income-tax laws’’ and ‘‘or vessels exchanged for credit
upon the acquisition of such new vessel’’ are omitted as
unnecessary. In paragraph (1), the words ‘‘the difference between the cost of the new vessel and the
trade-in allowance of the obsolete vessel’’ are substituted for ‘‘the amount of the cost of such vessel
(other than the cost represented by such obsolete vessel
or vessels)’’ for clarity.

§ 57308. Use of vessels at least 25 years old
An obsolete vessel acquired under this chapter
that is or becomes at least 25 years old may not

Completion of long-range program.
Construction, reconditioning, and remodeling
of vessels.
Competitive bidding.
Charter or sale of vessels acquired by Department of Transportation.
Employment of vessels on foreign trade
routes.
Minimum selling price of vessels.
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Construction and charter of vessels for unsuccessful routes.
Operation of experimental vessels.
Vessel chartering authority 1
AMENDMENTS

2016—Pub. L. 114–120, title III, § 313(c)(2), Feb. 8, 2016,
130 Stat. 59, added item 57522.
2008—Pub. L. 110–181, div. C, title XXXV, § 3511(b),
Jan. 28, 2008, 122 Stat. 594, added item 57533.

SUBCHAPTER I—GENERAL
§ 57501. Completion of long-range program
Whenever the Secretary of Transportation determines that the objectives and policies de1 So

in original. Probably should be followed by a period.

