from gross Income only if and to the extent It Is wholly exempt from
taxation to the taxpayer both under this title and under Title III:
(5) The income of foreign governments received from investments
In the United States in stocks, bonds, or other domestic securities,
owned by such foreign governments, or from interest on deposits in
banks in the United States of moneys belonging to such foreign governments, or from any other source within the United States;
(6) Amounts received, through accident or health Insurance or
under workmen's compensation acts, as compensation for personal injuries or sickness, plus the amount of any damages received whether
by suit or agreement on account of such injuries or sickness;
(7) Income derived from any public utility or the exercise of any
essential governmental function and accruing to any State, Territory,
or the District of Columbia, or any political subdivision of a State or
Territory, or income accruing to the government of any possession of
the United States, or any political subdivision thereof.
Whenever any State, Territory, or the District of Columbia, or
any political subdivision of a State or Territory, prior to September
8, 1916, entered In good faith into a contract with any person, the object and purpose of which is to acquire, construct, operate, or maintain a public utility, no tax shall be levied under the provisions of this
title upon the income derived from the operation of such public
utility, so far as the payment thereof will impose a loss or burden
upon such State, Territory, District of Columbia, or political subdivision; but this provision is not intended to confer upon such person any financial gain or exemption or to relieve such person from the
payment of a tax as provided for in this title upon the part or portion
of such income to which such person Is entitled under such contract;
(8) So much of the amount received during the present war by a
person in the military or naval forces of the United States as salary or
compensation in any form from the United States for active services in
such forces as does not exceed $3,500. * * *

ART. 71. What excluded from gross income.-Gross income excludes

the items of income specifically exempted by the statute and also certain other kinds of income by statute or fundamental law free from
tax. Such tax-free income should not be included in the return of
income and need not be mentioned in the return, unless information
regarding it is specifically called for, as in the case, for example, of
interest on municipal bonds. See article 402. The exclusion of
such income should not be confused with the reduction of taxable
income by the application of allowable deductions. See section 212
of the statute and article 21. As to exclusions from gross income by
corporations, see section 233 and article 541.
ART. 72. Proceeds of insurance.-(a) Upon the death of an insured
the proceeds of his life insurance policies, whether paid to his estate
or to individual beneficiaries, directly or in trust, are excluded from
the gross income of the beneficiary. See article 541. (b) During his
life only so much of the amount received by an insured under life,
endowment or annuity contracts as represents a return, without in.

