
60 Stat.] 79th CONG., 2d SESS.—CH. 82—MAR. 8, 1946 41
[CHAPTER 82]

AN ACT
To provide for the sale of surplus war-built vessels, and for other purposes.

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That this Act may 
be cited as the “Merchant Ship Sales Act of 1946”.

DECLARATION OF POLICY

Sec . 2. (a) It is necessary for the national security and develop-
ment and maintenance of the domestic and the export and import 
foreign commerce of the United States that the United States have an 
efficient and adequate American-owned merchant marine (1) sufficient 
to carry its domestic water-borne commerce and a substantial portion 
of its water-borne export and import foreign commerce and to provide 
shipping service on all routes essential for maintaining the flow of such 
domestic and foreign water-borne commerce at all times; (2) capable 
of serving as a naval and military auxiliary in time of war or national 
emergency; (3) owned and operated under the United States flag by 
citizens of the United States; (4) composed of the best-equipped, 
safest, and most suitable types of vessels, constructed in the United 
States and manned with a trained and efficient citizen personnel; and 
(5) supplemented by efficient American-owned facilities for shipbuild-
ing and ship repair, marine insurance, and other auxiliary services.

(b) It is hereby declared to be the policy of this Act to foster the 
development and encourage the maintenance of such a merchant 
marine.

DEFINITIONS

Sec . 3. As used in this Act the term—
(a) “Commission” means the United States Maritime Commission.
(b) “War-built vessel” means an oceangoing vessel of one thousand 

five hundred gross tons or more, owned by the United States and 
suitable for commercial use—

(1) which was constructed or contracted for by or for the 
account of the United States during the period, beginning January 
1,1941, and ending with September 2,1945; or

(2) which, having been constructed during the period beginning 
September 3, 1939, and ending with September 2, 1945, was 
acquired by the United States during such period.

(c) “Prewar domestic cost”, as applied to any type of vessel, means 
the amount determined by the Commission, and published by the Com-
mission in the Federal Register, to be the amount for which a standard 
vessel of such type could have been constructed (without its national 
defense features) in the United States under normal conditions relat-
ing to labor, materials, and other elements of cost, obtaining on or 
about January 1, 1941. In no case shall the prewar domestic cost of 
any type of vessel be considered to be greater than 80 per centum of the 
domestic war cost of vessels of the same type.

(d) “Statutory sales price”, as applied to a particular vessel, means, 
in the case of a dry-cargo vessel, an amount equal to 50 per centum of 
the prewar domestic cost of that type of vessel, and in the case of a 
tanker, such term means an amount equal to 87% Per centum of the 
prewar domestic cost of a tanker of that type, such amount in each 
case being adjusted as follows:

(1) If the Commission is of the opinion that the vessel is not 
in class, there shall be subtracted the amount estimated by the 
Commission as the cost of putting the vessel in class.

(2) If the Commission is of the opinion that the vessel lacks 
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desirable features which are incorporated in the standard vessel 
used for the purpose of determining prewar domestic cost, and 
that the statutory sales price (unadjusted) would be lower if the 
standard vessel had also lacked such features, there shall be sub-
tracted the amount estimated by the Commission as the amount 
of such resulting difference in statutory sales price.

(3) If the Commission is of the opinion that the vessel contains 
desirable features which are not incorporated in the standard 
vessel used for the purpose of determining prewar domestic cost, 
and that the statutory sales price (unadjusted) would be higher 
if the standard vessel had also contained such features, there shall 
be added the amount estimated by the Commission as the amount 
of such resulting difference in statutory sales price.

(4) There shall be subtracted, as representing normal deprecia-
tion, an amount computed by applying to the statutory sales price 
(determined without regard to this paragraph) the rate of 5 per 
centum per annum for the period beginning with the date of the 
original delivery of the vessel by its builder and ending with the 
date of sale or charter to the applicant in question, and there shall 
also be subtracted an amount computed by applying to the statu-
tory sales price (determined without regard to this paragraph) 
such rate not in excess of 3 per centum per annum in the case of a 
vessel other than a tanker, and not in excess of 4 per centum per 
annum in the case of a tanker, for such period or periods of war 
service as the Commission determines will make reasonable allow-
ance for excessive wear and tear by reason of war service which 
cannot be or has not been otherwise compensated for under this 
subsection.

No adjustment, except in respect of passenger vessels constructed before 
January 1, 1941, shall be made under this Act which will result in a 
statutory sales price which (1) in the case of dry-cargo vessels (except 
Liberty type vessels) will be less than 35 per centum of the domestic 
war cost of vessels of the same type, (2) in the case of any Liberty type 
vessel will be less than 31% per centum of the domestic war cost of 
vessels of such type, or (3) in the case of a tanker will be less than 50 
per centum of the domestic war cost of tankers of the same type. For 
the purposes of this Act, except section 5, all Liberty vessels shall be 
considered to be vessels of one and the same type.

(e) “Domestic war cost” as applied to any type of vessel means the 
average construction cost (without national defense features) as deter-
mined by the Commission, of vessels of such type delivered during the 
calendar year 1944, except in case of any type of vessel the principal 
deliveries of which were made after the calendar year 1944, there shall 
be used in lieu of such year 1944 such period of not less than six con-
secutive calendar months as the Commission shall find to be most 
representative of war production costs of such type.

(f) “Cessation of hostilities” means the date proclaimed by the 
President as the date of the cessation of hostilities in the present war, 
or the date so specified in a concurrent resolution of the two Houses 
of the Congress, whichever is the earlier.

(g) “Citizen of the United States” includes a corporation, partner-
ship, or association only if it is a citizen of the United States within 
the meaning of section 2 of the Shipping Act of 1916, as amended. 
The term “affiliated interest” as used in sections 9 and 10 of this Act 
includes any person affiliated or associated with a citizen applicant 
for benefits under this Act who the Commission, pursuant to rules and 
regulations prescribed hereunder, determines should be so included 
in order to carry out the policy and purposes of this Act.



60 Stat.] 79th CONG., 2d SESS.—CH. 82—MAR. 8, 1946 43

SALES OF WAR-BUILT VESSELS TO CITIZENS

Sec. 4. (a) Any citizen of the Unibed States may make application 
to the Commission to purchase a war-built vessel, under the juris-
diction and control of the Commission, at the statutory sales price. 
If the Commission determines that the applicant possesses the ability, 
experience, financial resources, and other qualifications, necessary 
to enable him to operate and maintain the vessel under normal 
competitive conditions, and that such sale will aid in carrying out 
the policies of this Act, the Commission shall sell such vessel to the 
applicant at the statutory sales price.

(b) At the time of sale, the purchaser shall pay to the Commission 
at least 25 per centum of the statutory sales price. The balance of 
the statutory sales price shall be payable in not more than twenty equal 
annual installments, with interest on the portion of the statutory sales 
price remaining unpaid, at the rate of 3% per centum per annum, 
or shall be payable under such other amortization provisions which 
permit the purchaser to accelerate payment of the unpaid balance as 
the Commission deems satisfactory. The obligation of the purchaser 
with respect to payment of such unpaid balance with interest shall 
be secured by a preferred mortgage on the vessel sold.

(c) The contract of sale, and the mortgage given to secure the 
payment of the unpaid balance of the purchase price, shall not restrict 
the lawful or proper use or operation of the vessel.

CHARTER OF WAR-BUILT VESSELS TO CITIZENS

Sec . 5. (a) Any citizen of the United States and, until July 4, 
1946, any citizen of the Commonwealth of the Philippines, may make 
application to the Commission to charter a war-built dry-cargo vessel, 
under the jurisdiction and control of the Commission, for bare-boat 
use. The Commission may, in its discretion, either reject or approve 
the application, but shall not so approve unless in its opinion the 
chartering of such vessel to the applicant would be consistent with the 
policies of this Act. No vessel shall be chartered under this section 
until sixty days after publication of the applicable prewar domestic 
cost in the Federal Register under subsection 3 (c) of this Act.

(b) The charter hire for any vessel chartered under the provisions 
of this section shall be fixed by the Commission at such rate as the 
Commission determines to be consistent with the policies of this Act, 
but, except upon the affirmative vote of not less than four members 
of the Commission, such rate shall not be less than 15 per centum per 
annum of the statutory sales price (computed as of the date of charter). 
Except in the case of vessels having passenger accommodations for 
not less than eighty passengers, rates of charter hire fixed by the Com-
mission on any war-built vessel which differ from the rate specified 
in this subsection shall not be less than the prevailing world market 
charter rates for similar vessels for similar use as determined by the 
Commission.

(c) The provisions of sections 708, 709, 710, 712, and 713, of the 
Merchant Marine Act, 1936, as amended, shall be applicable to charters 
made under this section.

SALE OF WAR-BUILT VESSELS TO PERSONS NOT CITIZENS OF THE UNITED STATES

Sec . 6. (a) Any person not a citizen of the United States may 
make application to the Commission to purchase a war-built vessel 
(other than a P-2 type or other passenger type and other than a 
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Liberty type collier or tanker), under the jurisdiction and control of 
the Commission. If the Commission determines—

(1) that the applicant has the financial resources, ability, and 
experience necessary to enable him to fulfill all obligations with 
respect to payment of any deferred portion of the purchase price, 
and that sale of the vessel to him would not be inconsistent with 
any policy of the United States in permitting foreign sales under 
section 9 of the Shipping Act, 1916, as amended; and

(2) after consultation with the Secretary of the Navy, that such 
vessel is not necessary to the defense of the United States; and

(3) that such vessel is not necessary to the promotion and main-
tenance of an American merchant marine described in section 2; 
and

(4) that for a reasonable period of time, which in the case of 
tankers and “C” type vessels shall not end befoye ninety days 
after publication of the applicable prewar domestic cost in the 
Federal Register under subsection 3 (c) of this Act, such vessel 
has been available for sale at the statutory sales- price to citizens 
of the United States, or for charter under section 5 to citizens of 
the United States, and that no responsible offer has been made by 
a citizen of the United States to purchase or charter such vessel;

then the Commission is authorized to approve the application and sell 
such vessel to the applicant at not less than the statutory sales price. 
In case of application submitted by a citizen of the Commonwealth 
of the Philippines, paragraph (4) of this subsection shall not apply. 
Notwithstanding paragraph (4) of this subsection, not to exceed ten 
“C” type vessels, except C-3’s, may be sold to noncitizens at any time 
after such date of publication at not less than the statutory sales price.

(b) Notwithstanding any other provision of law, no war-built vessel 
shall be sold to any person not a citizen of the United States, except in 
accordance with subsection (a), or upon terms or conditions more 
favorable than those at which such war-built vessel is offered to a citizen 
of the United States, but where the vessel so sold is being transferred 
to foreign register and flag, the mortgage securing the unpaid balance 
of the purchase price and interest thereon shall contain provisions 
according to such mortgage the priorities over other liens and encum-
brances accorded such mortgages on merchant vessels under the laws 
of such registry and flag.

Citizen and non-
citizen applicants.

Citizens of the Philip-
pines.

order  of  pre fer ences

Sec . 7. (a) In exercising its powers under this Act and under other 
provisions of law with respect to the sale and charter of war-built 
vessels, the Commission shall give preference to citizen applicants over 
noncitizen applicants, and as between citizen applicants to purchase 
and citizen applicants to charter, shall, so far as practicable and consist-
ent with the policies of this Act, give preference to citizen applicants 
to purchase. In determining the order of preference between citizen 
applicants to purchase or between citizen applicants to charter, the 
Commission shall consider, among other relevant factors, the extent 
to which losses and requisitions of the applicant’s prewar tonnage 
have been overcome and shall in all cases, in the sale and charter of a 
war-built vessel, give preference in such sale or charter, as the case 
may be, to the former owner of such vessel, or to the person for whom 
the vessel was constructed but to whom delivery thereof was prevented 
by the United States. In determining the order of preference between 
noncitizen applicants to purchase, the Commission shall give prefer-
ence to citizens of the Commonwealth of the Philippines, and in deter-
mining the order of preference between other noncitizen applicants to 
purchase shall consider the extent to which losses in prewar tonnage
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of the various member nations of the United Nations, incurred in the 
interests of the war effort, have been overcome, and the relative effects 
of such losses upon the national economy of such member nations.

(b) After the cessation of hostilities, operation of vessels in com-
mercial service by the United States, either for its own account or 
through operating agents under agency agreements, shall, except as 
to the Panama Railroad Company and other services specifically 
authorized by law, be continued only to the extent necessary to effect 
orderly transfer of vessels to private operation.

EXCHANGE OF VESSELS

Sec . 8. (a) The Commission is authorized to acquire, in exchange 
for an allowance of a credit on the purchase of any war-built vessel 
under section 4 or any vessel acquired through exchange under sub-
section (d) of this section—

(1) Any vessel owned by a citizen of the United States, other 
than a vessel purchased under this Act; or

(2) Any vessel owned by a foreign corporation, if—
(A) the vessel was constructed in the United States, and 

has, after December 7, 1941, been chartered to, or otherwise 
taken for use by, the United States; and

(B) the controlling interest in such corporation is, at the 
time of acquisition of such vessel hereunder, owned by a 
citizen or citizens of the United States, and has been so owned 
for a period of at least three years immediately prior to such 
acquisition; and

(C) such corporation agrees that the war-built vessel pur-
chased with the use of such credit shall be owned by such 
citizen or citizens and shall be documented under the laws of 
the United States.

Such allowance shall not be applied upon the cash payment required 
under section 4. A war-built vessel shall be deemed a “new vessel” for 
the purpose of section 511 of the Merchant Marine Act, 1936, as 
amended, and section 510 (e) of such Act shall be applicable with 
respect to vessels exchanged under this section to the same extent as 
applicable to obsolete vessels exchanged under section 510 of such Act.

(b) (1) If, prior to December 31,1946, the owner of a vessel eligible 
for exchange under subsection (a) makes a firm offer binding for at 
least ninety days, to transfer the vessel to the Commission in exchange 
for an allowance of credit provided in subsection (a), the amount of 
such allowance shall be the fair and reasonable value of the vessel as 
determined by the Commission under this section. In making such 
determination the Commission shall consider: (A) The value of the 
vessel determined in accordance with the standards of valuation estab-
lished pursuant to Executive Order 9387 (8 F. R. 14105) as of the date 
of such offer, (B) any liability of the United States for repair and 
restoration of the vessel, (C) the utility value of the vessel, (D) the 
effect of this Act upon the market value of such vessel, and (E) the 
public interest in promoting exchanges of vessels as a means of 
rehabilitating and modernizing the American merchant marine. In 
no event shall the amount of such allowance, in case of dry cargo 
vessels and tankers, exceed (A) (1) if the vessel or vessels tendered 
in exchange are of equal or greater dead-weight tonnage than the 
war-built vessel or vessels being acquired, 33% per centum of the 
statutory sales price (unadjusted) of the war-built vessel or vessels, 
or (2) if the vessel or vessels tendered in exchange are of lesser dead-
weight tonnage than the war-built vessel or vessels, such proportionate 
part of 33% per centum of the statutory sales price (unadjusted) of 
such war-built vessel or vessels as the dead-weight tonnage of such
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vessel or vessels tendered in exchange bear to the dead-weight ton-
nage of such war-built vessel or vessels, or (B) the liability of the 
United States in connection with the repair or restoration of such 
vessel under any charter to which the United States is a party, which-
ever is higher. In the case of passenger vessels tendered in exchange, 
the amount of the allowance shall not exceed the percentages of statu-
tory sales price computed under (A) (1) and (2) above by gross tons 
instead of dead-weight tons, or such liability for the repair or restora-
tion of such passenger vessel, whichever is the higher. In any case 
where the vessel tendered in exchange was acquired from the United 
States, the exchange allowance under this section shall not exceed the 
price paid the United States therefor plus the depreciated cost of any 
improvements thereon. In the case of any vessel tendered in exchange 
which has been restored to condition by the United States for the 
purpose of redelivering such vessel to its owner in compliance with 
the charter of such vessel with the United States, or where, for such 
restoration a cash allowance has been made to the owner, there shall 
be deducted from the amount of the allowance of credit for such 
vessel determined by the Commission under this section, an amount 
equal to the liability of the United States for such restoration or such 
cash allowance made to the owner.

(2) If, after such offer is made, and prior to its acceptance, or prior 
to the acquisition of the vessel, by the Commission, the vessel is lost by 
reason of causes for which the United States is responsible, then in lieu 
of paying the owner any amount on account of such loss, the offer shall, 
for the purposes of subsection (a) and this subsection, be considered as 
having been accepted and the vessel as having been acquired by the 
Commission under subsection (a) immediately prior to such loss.

(c) The Commission is also authorized to make available any war- 
built vessel for transfer in complete or partial settlement of any claim 
against the United States (1) for just compensation upon requisition 
for title of any vessel, or (2) for indemnity for the loss of any vessel 
which was acquired for use by the United States, but only to the 
extent such vessel is available for sale to the claimant.

(d) In the case of any vessel constructed in the United States after 
January 1,1937, which has been taken by the United States for use in 
any manner, the Commission, if in its opinion the transfer would aid 
in carrying out the policies of this Act, is authorized to transfer to 
the owner of such vessel another vessel which is deemed by the Com-
mission to be of comparable type with adjustments for depreciation 
and difference in design or speed, and to the extent applicable, adjust-
ments with respect to the retained vessel as provided for in section 9, 
and such other adjustments and terms and conditions, including 
transfer of mortgage obligations in favor of the United States binding 
upon the old vessel, as the Commission may prescribe.

ADJUSTMENT FOR PRIOR SALES TO CITIZENS

Sec . 9. (a) A citizen of the United States who on the date of the 
enactment of this Act—

(1) owns a vessel which he purchased from the Commission 
prior to such date, and which was delivered by its builder after 
December 31, 1940; or

(2) is party to a contract with the Commission to purchase 
from the Commission a vessel, which has not yet been delivered 
to him; or

(3) owns a vessel on account of which a construction-differen-
tial subsidy was paid, or agreed to be paid, by the Commission
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under section 504 of the Merchant Marine Act, 1936, as amended, 
and which was delivered by its builder after December 31, 
1940; or

(4) is party to a contract with a shipbuilder for the construction 
for him of a vessel, which has not yet been delivered to him, and 
on account of which a construction-differential subsidy was 
agreed, prior to such date, to be paid by the Commission under 
section 504 of the Merchant Marine Act, 1936, as amended;

shall, except as hereinafter provided, be entitled to an adjustment in 
the price of such vessel under this section if he makes application 
therefor, in such form and manner as the Commission may prescribe, 
within sixty days after the date of publication of the applicable 
prewar domestic costs in the Federal Register under section 3 (c) 
of this Act. No adjustment shall be made under this section in 
respect of any vessel the contract for the construction of which was 
made after September 2, 1945, under the provisions of title V (in-
cluding section 504) or title VII of the Merchant Marine Act, 1936, 
as amended.

(b) Such adjustment shall be made, as hereinafter provided, by 
treating the vessel as if it were being sold to the applicant on the 
date of the enactment of this Act, and not before that time. The 
amount of such adjustment shall be determined as follows:

(1) The Commission shall credit the applicant with the excess 
of the cash payments made upon the original purchase price of 
the vessel over 25 per centum of the statutory sales price of the 
vessel as of such date of enactment. If such payment was less 
than 25 per centum of the statutory sales price of the vessel, the 
applicant shall pay the difference to the Commission.

(2) The applicant’s indebtedness under any mortgage to the 
United States with respect to the vessel shall be adjusted.

(3) The adjusted mortgage indebtedness shall be in an amount 
equal to the excess of the statutory sales price of the vessel as of the 
date of the enactment of this Act over the sum of the cash payment 
retained by the United States under paragraph (1) plus the read-
justed trade-in allowance (determined under paragraph (7)) with 
respect to any vessel exchanged by the applicant on the original 
purchase. The adjusted mortgage indebtedness shall be payable 
in equal annual installments thereafter during the remaining life 
of such mortgage with interest on the portion of the statutory sales 
price remaining unpaid at the rate of 3% per centum per annum.

(4) The Commission shall credit the applicant with the excess, 
if any, of the sum of the cash payments made by the applicant 
upon the original purchase price of the vessel plus the readjusted 
trade-in allowance (determined under paragraph (7)) over the 
statutory sales price of the vessel as of the date of the enactment 
of this Act to the extent not credited under paragraph (1).

(5) The Commission shall also credit the applicant with an 
amount equal to interest at the rate of 3y2 per centum per annum 
(for the period beginning with the date of the original delivery 
of the vessel to the applicant and ending with the date of the 
enactment of this Act) on the excess of the original purchase price 
of the vessel over the amount of any allowance allowed by the 
Commission on the exchange of any vessel on such purchase; the 
amount of such credit first being reduced by any interest on the 
original mortgage indebtedness accrued up to such date of enact-
ment and unpaid. Interest so accrued and unpaid shall be 
canceled.

(6) The applicant shall credit the Commission with all amounts 
paid by the United States to him as charter hire for use of the 
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vessel (exclusive of service, if any, required under the terms of 
the charter) under any charter party made prior to the date of 
the enactment of this Act, and any charter hire for such use accrued 
up to such date of enactment and unpaid shall be canceled; and 
the Commission shall credit the applicant with the amount that 
would have been paid by the United States to the applicant as 
charter hire for bare-boat use of vessels exchanged by the applicant 
on the original purchase (for the period beginning with date on 
which the vessels so exchanged were delivered to the Commission 
and ending with the date of the enactment of this Act).

(7) The allowance made to the applicant on any vessel 
exchanged by him on the original purchase shall be readjusted so as 
to limit such allowance to the amount provided for under section 8.

(8) There shall be subtracted from the sum of the credits in 
favor of the Commission under the foregoing provisions of this 
subsection the amount of any overpayments of Federal taxes by 
the applicant resulting from the application of subsection (c) (1), 
and there shall be subtracted from the sum of the credits in favor 
of the applicant under the foregoing provisions of this subsection 
the amount of any deficiencies in Federal taxes of the applicant 
resulting from the application of subsection (c) (1). If, after 
making such subtractions, the sum of the credits in favor of the 
applicant exceeds the sum of the credits in favor of the Commis-
sion, such excess shall be paid by the Commission to the applicant. 
If, after making such subtractions, the sum of the credits in favor 
of the Commission exceeds the sum of the credits in favor of the 
applicant, such excess shall be paid by the applicant to the Com-
mission. Upon such payment by the Commission or the applicant, 
such overpayments shall be treated as having been refunded and 
such deficiencies as having been paid.

For the purposes of this subsection, the purchase price of a vessel on 
account of which a construction-differential subsidy was paid or agreed 
to be paid under section 504 of the Merchant Marine Act, 1936, as 
amended, shall be the net cost of the vessel to the owner.

(c) An adjustment shall be made under this section only if the appli-
cant enters into an agreement with the Commission binding upon the 
citizen applicant and any affiliated interest to the effect that—

(1) depreciation and amortization allowed or allowable with 
respect to the vessel up to the date of the enactment of this Act for 
Federal tax purposes shall be treated as not having been allowable; 
amounts credited to the Commission under subsection (b) (6) 
shall be treated for Federal tax purposes as not having been 
received or accrued as income; amounts credited to the applicant 
under subsection (b) (5) and (6) shall be treated for Federal 
tax purposes as having been received and accrued as income in 
the taxable year in which falls the date of the enactment of this 
Act;

(2) the liability of the United States for use (exclusive of serv-
ice, if any, required under the terms of the charter) of the vessel 
on or after the date of the enactment of this Act under any charter 
party shall not exceed 15 per centum per annum of the statutory 
sales price of the vessel as of such date of enactment ; and the 
liability of the United States under any such charter party for 
loss of the vessel shall be determined on the basis of the statutory 
sales price as of the date of the enactment of this Act, depreciated 
to the date of loss at the rate of 5 per centum per annum; and

(3) in the event the United States, prior to the termination of 
the existing national emergency declared by the President on
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May 27, 1941, uses such vessel pursuant to a taking, or pursuant 
to a bare-boat charter made, on or after the date of the enactment 
of this Act, the compensation to be paid to the purchaser, his 
receivers, and trustees, shall in no event be greater than 15 per 
centum per annum of the statutory sales price as of such date.

(d) Section 506 of the Merchant Marine Act, 1936, as amended, shall 
not apply with respect to (1) any vessel which is eligible for an 
adjustment under this section, or (2) any vessel described in clause 
(1), (2), (3), or (4) of subsection (a) of this section, the contract for 
the construction of which is made after September 2, 1945, and prior 
to the date of enactment of this Act.

LIMITATION ON ELIGIBILITY FOR BENEFITS OF ACT

Sec . 10. No person shall be eligible to purchase or charter a war- 
built vessel under this Act, or to receive an adjustment under section 9, 
unless such person makes an agreement with the Commission binding 
upon such person and any affiliated interest to the effect that the 
liability of the United States under any charter party or taking for 
use, made or effected prior to the date of the enactment of this Act, for 
the loss, on or after such date of enactment and prior to September 3, 
1947, of any vessel owned by such person and under charter to the 
United States (excluding a vessel with respect to which an adjustment 
is made under section 9) shall be limited to an amount equal to just 
compensation as of the date of said loss, determined pursuant to exist-
ing law, or such amount as may be mutually agreed upon subsequent to 
the date of the enactment of this Act as just compensation under the 
provisions of existing law.

NATIONAL DEFENSE RESERVE FLEET

Sec . 11. (a) The Commission shall place in a national defense 
reserve (1) such vessels owned by it as, after consultation with the 
Secretary of War and the Secretary of the Navy, it deems should be 
retained for the national defense, and (2) all vessels owned by it on 
December 31, 1947, for the sale of which a contract has not been made 
by that time, except those determined by the Commission to be of 
insufficient value for commercial and national defense purposes to 
warrant their maintenance and preservation, and except those vessels, 
the contracts for the construction of which are made after September 
2, 1945, under the provisions of the Merchant Marine Act, 1936, as 
amended. A vessel under charter on December 31, 1947, shall not be 
placed in the reserve until the termination of such charter. Unless 
otherwise provided for by law, all vessels placed in such reserve shall 
be preserved and maintained by the Commission for the purpose of 
national defense. A vessel placed in such reserve shall in no case be 
used for commercial operation, except that any such vessel may be used 
during any period in which vessels may be requisitioned under section 
902 of the Merchant Marine Act, 1936, as amended.

(b) Any war-built vessel may be made available by the Commis-
sion to any State maintaining a marine school or nautical branch in 
accordance with the Act of July 29, 1941 (Public Law 191, Seventy-
seventh Congress; 55 Stat. 607).

GENERAL PROVISIONS

Sec . 12. (a) The Commission is authorized to reconvert or restore 
for normal operation in commercial services, including removal of 
national defense or war-service features, any vessel authorized to be 
sold or chartered under this Act. The Commission is authorized to 
make such replacements, alterations, or modifications with respect to
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any vessel authorized to be sold or chartered under this Act, and to 
install therein such special features, as may be necesary or advisable 
to make such vessel suitable for commercial operation on trade routes 
or services or comparable as to commercial utility to other such vessels 
of the same general type.

(b) The provisions of section 202 of the War Mobilization and 
Reconversion Act of 1944 shall not apply to contracts of the Commis-
sion for or relating to construction of ships.

(c) Notwithstanding the provisions of section 27 of the Merchant 
Marine Act, 1920, as amended (U. S. C., title 46, sec. 883), no vessel 
sold or chartered by the Commission under this Act to a citizen of 
the United States shall be prohibited from engaging in the coastwise 
trade of the United States while owned by or chartered to such citizen 
or citizen successors in interest merely because it was under foreign 
registry on or after May 27, 1941, and prior to its sale or charter 
under this Act to such citizen, if it is otherwise entitled under the 
laws of the United States to engage in such trade.

(d) All moneys received by the Commission under this Act shall be 
deposited in the Treasury to the credit of miscellaneous receipts. The 
provisions of sections 201 (d), 204 (b), 207, 209 (a), and 905 (c) of 
the Merchant Marine Act, 1936, as amended, shall apply to all activities 
and functions which the Commission is authorized to perform under 
this Act.

REPORTS

Sec . 13. The Commission shall on July 1, 1946, and every three 
months thereafter, make a report to Congress with respect to all 
activities or transactions under this Act which have not been covered 
by any previous such report.

TERMINATION DATE

Sec . 14. No contract of sale or of charter shall be made under this 
Act after December 31, 1947.

Approved March 8, 1946.

March 8, 1946 
[H. R. 4571] 
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[CHAPTER 83]
AN ACT

To amend the First War Powers Act, 1941.

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the First War 
Powers Act, 1941 (55 Stat. 838), is hereby amended by adding at 
the end of title III thereof the following:

“Sec . 304. The Trading with the Enemy Act of October 6, 1917 
(40 Stat. 411), as amended, is hereby further amended by adding at 
the end thereof the following section:

“‘Sec . 32. (a) The President, or such officer or agency as he may 
designate, may return any property or interest vested in or trans-
ferred to the Alien Property Custodian (other than any property or 
interest acquired by the United States prior to December 18, 1941), 
or the net proceeds thereof, whenever the President or such officer or 
agency shall determine—

“ ‘ (1) that the person who has filed a notice of claim for 
return, in such form as the President or such officer or agency 
may prescribe, was the owner of such property or interest imme-
diately prior to its vesting in or transfer to the Alien Property 
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