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the lessee directly to the shareholders 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
amounts 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 affairs 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 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 appre-
ciated or depreciated in value since their acquisition. But see section
44(d) and section 19.44-5. (See further section 19.52-2.)*

[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 this
chapter:

Sec. 19.22(b)-1. Exemptions—Exclusions from gross income.—Cer-
tain items of income specified in section 22(1, are exempt from tax
and may be excluded from gross income. These items, however, are-
exempt only to the extent and in the amount specified. No other items
are exempt from gross income except (1) those items of income which
are, 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 above is not to
be confused with the deductions allowed by section 23 and other pro-
visious of the Internal Revenue Code to be made from gross income in
computing net income. As to other items not to he included in gross
income, see sections 112 and 119 and Supplements G, H, I, and J (sec-
tions 201 to 252, inclusive). Section 607 (f) of the Merchant Marine
Act of 1936, as amended by section 28 of the Act of June 23, 1938
(52 Stat. 961), and changed to section 607 (h), reads as follows:
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