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the lessee directly to tlie sliarel~olders and bondholders of the lessor. 
The fact that a corporation has conveyed or let its property and has 
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 lessee 
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 
nmounts are interest and dividend payments received as from the 
lessor and as such shall be accounted for in their returns." 

SEC. 19.22 (a) -21. Gross income of corporation in liquidation.- 
When a corporation is dissolved, its affuirs are usually wound up by 
a receiver or trustees in dissolution. The corporate existence is con- 
tinued 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 prop- 
erty by them are to be treated RS if made by the corporation for the 
purpose of ascertaining the gain or loss. No gain or loss is realized 
by a corpuration from the mere distribution of its assets in kind 
in partial or complete liquidation, however they may have appre- 
ciated or depreciated in value since their acquisition. n u t  see section 
44(d) and section 19.44-6. (See further section 19.52-2.)* 

[SEC. 22. GROSS INCOME.] 
(b) Exoludonr from grora 1noome.-The followlng items shall not be 

inc~lnded in gross Income and shall be exempt from taxation under this 
chapter: 

SEC. 19.22 (b) -1. Exemptions-Exclusions from gross income.4er- 
tain items of income specified in section 22(1 , itre exempt from tax 
and may be excluded from gross income. Tliese items, however, are 
exempt only to the extent and in theatnount specified. No other items 
are exempt from gross income except (1) thcwje items of income which 
ure, under the Constitution, not taxable by the Federal Government; 
. (2) those items of income which are exempt from tax on income 
under the provisions of any Act of Congress still in effect; and (3) 
the income exempted under the provisions of section 116. Since the 
tax is imposed on net income, the exemption referred to Rbove is not to 
he confused with the deductions allowed by section 23 and other pro- 
visions of the Internal Revenue Code to be mnde from gross income in 
computing net income. -4s to other items not to he included in gross 
income, see sections 112 iind 119 and Siipplrnients G, H, I, and J (sec- 
tions 201 to 262, inclusive). Section 607 ( f )  of the Merchant Marine 
Act of 1936, as amended by section 20 of the Act of June 23, 1938 
(52 Stat. 961), and cliunged to section 607(h), reads as follows: 
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(h)  The earnine  of any contractor receiving an opcratiiig-ciinerentiul 
subsidy under authority of thls Act, which are depoalted in the con- 
tractor's re8erve funds as provided In this section, except earnlngs with- 
drawn froin the special re8erve funds Hiid paid into the contractor's 
general funds or distributed a s  divldeiids or bonuses as provided in 
paragraph 4 of subsection ( c )  uf this sectfon, shall he exempt from all 
Federal taxes. Enrnings withdrawn from such speclul reserve fund 
shall be taxable na if earned during the yeur of withdrawal from such 
fund.. 

. [SEC. 22. GROSS INCOME.] 
[(b) Exclunlonr from grora income.-The following ltetns shall not be 

included In gross income arid shall he exempt from taxatlon under this 
chapter :I 

(1) T m m  INMURANCE.-AmOUntS received under a life lnsurance 
contract pald by renson of the deulh of the insured, whether in a 
single sum or otherwise (but if such nmounts are held by the 
ineorer under an agreenient to pay interest thereon, the lnterest 
payments shall be included in gross income) ; 

SEC. 19.22( b) (1)-1. Life insurancGAmounts paid by reason of the 
death of the insured.-The proceeds of life ihsurnnce policies, paid by 
reuson of tlie deiitli of an insured to his estate or to any beneficiary 
(individual, partnership, or corporation, but not a trunsferee for 
vuluuble considerution), directly or in trust, are excluded from tlie 
gross income of the beneficiary. While it is immuterial whether 
the proceeds of a life insurance policy puyltble upon the death of 
the insured are pitid to the beneficiary in  u single sun1 or in instt~ll- 
iiieiits, only the UIk loUl l t  puid solely by reuson of the death of the 
insured is exempted. The amount exempted is the arnoutlt payable 
liad tlie insured or the beneficiary not elected to exercise un option 
to receive the proceeds of the policy or uny part thereof a t  a later 
date or dates. I f  the policy provides no option for payment upon 
the deat.li of tlie insured, or provides only for payments in install- 
ments, there is exempted only the amount which the irisururice com- 
pany would have paid immediately after tlle death of the insured 
had the policy not provided for payment at a later date or dates. 
Any increment thereto is tuxable. In  any mode of settlement the 
portion of each distribution which is to be so included in gross 
income shull be determined as follows : 

( a )  Proceed8 held by the k.surer.-If the proceeds are held by the 
insurer under an agreement (whether with the insured or with a 
beneficiary) to distribute either the increment to such proceeds cur- 
rently, or the proceeds and increment 111 equal installments until 
both are exhausted, there shall be included in gross income, the in- 
cremexjt so paid to the beneficiary, or so credited to the fund in each 
year by the iasurer. 
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