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basis, the gain on the sale is income. .If, then,‘a corpqrat'ion sells
its capital assets in whole or in part, it shall mclude. in its gross
income for the year in which the sale was made the gain from such
sale, computed as provided in sections 111-118. If the purchaser
takes over all the assets and assumes the liabilities, the amount so
assumed is part of the selling price.

Arr, 22(a)-20. Income to lessor corporation from leased property.—
If a corporation has leased its property in consideration that the
lessee shall pay in lieu of other rental an amount equivalent to a
certain rate of dividend on the lessor’s capital stock or the interest on
the lessor’s outstanding indebtedness, together with taxes, insurance,
or other fixed charges, such payments shall be considered rental pay-
ments and shall be returned by the lessor corporation as income, not-
withstanding the fact that the dividends and interest are paid by
the lessee directly to the shareholders and bondholders of the lessor.
The fact that a corporation has conveyed or let its property and h?,s
parted with its management and control, or has ceased to engage in
the business for which it was originally organized, will not relieve it
from liability to the tax. While the payments made by the lessea
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.

ARt 22(a)-21. Gross income of corporation in liquidation.——Whe.n a
corporation is dissolved, its affairs ure 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.) 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 de-
preciated in value since their acquisition. But see section 44(d)
and article 44-5. (See further article 52-2.)

[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 tbis
title:

ART. 22(b)-1. Exemptions—Exclusions from gross income.—Certain
items of income specified in section 22(b) are exempt from tax and
may be excluded from gross income. These items, however, are
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exempt only to the extent and in the amount snecified. No other
items are exempt from gross income excent (1) those items of incoma
which are, under the Constitution, not taxable by the Federal Gov-
ernment; (2) those items of income which are exempt from tax on
income under the provisions of any Act of Congress not inconsistent
with or repealed by the Act; (8) the income exempted under the
provisions of section 116. Since the tax is imposed on net income,
the exemption referred to above is not to be confused with the
deductions allowed by section 23 and other provisions of the Act to
be made from gross income in computing net income. As to other
items not to be included in gross income, see sections 112 and 119 and
Supplements G, H, I, and J.

[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) LaFk INSURANCE—Amounts recelved under & life insurance
contract paid by reason of the death of the insured, whether in a
single sum or otherwise (but if such amounts are held by the
insurer under an agreement to pay interest thereon, the interest
payments shall be included in gross income) ;

Arr. 22(b) (1)-1. Life insurance—Amounts paid by reason of the
death of the insured.—The proceeds of life insurance policies, paid by
reason of the death of an insured to his estate or to any beneficiary
(individual, partnership, or corporation, but not a transferee for
valuable consideration), directly or in trust, are excluded from the
gross income of the beneficiary. While it is immaterial whether the
proceeds of a life insurance policy payable upon the death of the
insured are paid to the beneficiary in a single sum or in installments,
only the amount paid solely by reason of the death of the insured
is exempted. The amount exempted is the amount payable had the
insured or the beneficiary not elected to exercise an option to receive
the proceeds of the policy or any part thereof at a later date or dates.
If the policy provides no option for payment upon the death of the
insured, or provides only for payments in installments, there is
exempted only the amount which the insurance company would have
paid immediately after the death of the insured had the policy not
provided for payment at a later date or dates. Any increment
thereto is taxable. In any mode of settlement the portion of each
distribution which is to be so included in gross income shall be
determined as follows:

(a) Proceeds held by the insurer.—If the proceeds are held by the
insurer under an agreement (whether with the insured or with a
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