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directly to the bondholders or shareholders of the lessor are rentals
as to both the lessee and lessor (rentals paid in one case and rentals
received in the other), to the bondholders and the shareholders such
amounts are interest and dividend payments received as from the
lessor and as such shall be accounted for in their returns,

ARrr. T1. Gross income of corporation in liquidation.—When a cor-
poration is dissolved, its affairs are usually wound up by a receiver
or trustees in dissolution. The corporate existence is continued for
the purpose of liquidating the assets and paying the debts, and such
receiver or trustees stand in the stead of the corporation for such
purposes. (See sections 274 and 298 and articles 1191 and 1192.)
Any sales of property by them are to be treated as if made by the
corporation for the purpose of ascertaining the gain or loss. No
gain or loss is realized by a corporation from the mere distribution
of its assets in kind in partial or complete liquidation, however they
may have appreciated or depreciated in value since their acquisition.
But see section 44 (d) and article 355. (Ses further article 392.)

{SEC. 22. GROSS INCOME.]

(b) Exclusions from gross income.—The following items shall not
be included in gross income and shall be exempt from taxation under
this title:

(1) Lire INBURANCE.—Amounts received under a life insurance
contract pald by reason of the death of the insured, whether in a
single sum or in installments (but if such amounts are held by the
fnsurer under an agreement to pay interest thereon, the interest
payments shall be included in gross lncomg) ;

(2) ANNUITIES, ETC.—Amounts received (other than amounts
paid by reason of the death of the insured and interest payments on
such amounts) under a life insurance, endowment, or annuity con-
tract, but i1f such amounts (when added to amounts received before
the taxable year under such contract) exceed the aggregate
premiums or consideration paid (whether or not paid during the
taxable year) then the excess shall be included in gross income.
In the cape of a transfer for a valuable consideration, by assign-
ment or otherwise, of a life insurance, endowment, or annuity
contract, or any interest therein, only the actual value of such con-
sideration and the amount of the premiums and other sums subse-
quently paid by the transferee shall be exempt from taxation under
paragraph (1) or this paragraph;

(3) GIFrs, BEQUESTS, AND DEVISES.—The value of property ac-
quired by gift, bequest, devise, or inheritance (but the income from
such property shall be included in gross income) ;

GENERAL PROVISIONS

possessions. Every person owning any of the obligations or securi-
ties enumerated in clause (A), (B), or (C) shall, in the return
required by this title, submit a statement showing the number and
amount of ‘such obligations and securities owned by him and the
{ncome received therefrom, In such form and with such information
as the Commissioner may require. In the case of obligations of
the United States issued after September 1, 1917 (other than postal
savings certificates of deposit), the interest shall be exempt only
it and to the extent provided in the respective Acts authorizing
the issue thereof as amended and supplemented, and shall be ex-
cluded from gross income only if and to the extent it is wholly
exempt to the taxpayer fromn income taxes;

(5) COMPENSATION FOR INJURIES OR SICKNESS.—Amounts re-
celved, through accident or health insurance or under workmen'’s
compensation acts, as compensation for personal injuries or sick-
ness, plus the amount of any damages received whether by suit or
agreement on account of such injuries or sickness;

(6) PENSIONS AND WORLD WAR OOMPENSATION PAYMENTS.—
Amounts recelved as compensation, family allotments and allow-
ances under the provisions of the War Risk Insurance and the
Vocational Rehabilitation Acts or the World War Veterans' Act,
1924, or as pensions from the United States for service of the
beneficiary or another in the military or naval forces of the United
States in time of war, or as a State pension for services rendered
by the beneficlary or another for which the State is paying a
pension ;

(7) BUILDING AND LOAN ASSOCIATIONS.—~The amount received by
an individual as dividends or interest from domestic building and
loan associations, substantially all the business of which is con-
fined to making loans to members, but the amount excluded from
gross income under this paragraph in any taxable year shall not
exceed $300;

(8) MinisTmms.—The rental value of a dwelling housé and ap-
purtenances thereof furnished to a minister of the gospel as part
of his compensation ;

(9) MiscELLANEOUS ITEMS.—The following items, to the extent
provided in section 116:

Barned income from sources without the United States;

Salaries of certain Territorial employees;

The income of forelgn governments;

Income of States, municipalities and other political subdivi-
sions;

Receipts of ship owners' mutual protection and indemnity
associations ;

Dividends from China Trade Act corporations.
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(4) TAX-FRE® INTEREST.—Interest upon (A) the obligations of a
State, Territory, or any political subdivision thereof, or the Dis-
trict of Columbia ; or (B) securities issued under the provigions of
the Federal Farm Loan Act, or under the provisions of such Act
as amended; or (C) the obligations of the United States or its

Art. 71 § 22 (b)

Arr. 81. Exclusions from gross income.—The term “ gross income
as used in the Act does not include those items of income exempted
by statute or by fundamental law. The exemption of such income
should not be confused with the reduction of taxable income by the

Art. 81 § 22 (b)
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