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(B) STATE COLLEGES AND UNIVERSITIES.—The taxes imposed by para-
graph (1) shall apply in the case of any college or university which is
an agency or instrumnentality of any government or any political sub-
-division thercof, or which is owned or operated by a government or
any political subdivision thereof, or by any agency or instrumentality of
one or more governments or political subdivisions. _Such_taxes shall

. also apply in the case of any corporation wholly owned
such colleges or universitics. - - .

. . [Sec. 511(b)]

(b) Tax oN CHARITABLE, ETC., TRUSTS.— :
. (1) Inmrostrion-oF tax.—There is hereby imposed for each taxable year
s on the unrclated busincss taxable income of every trust described in para-

grap}3~(2) a tax computed as provided in section 1. In making such com-
+  putation for purposes of this scction, the term “taxable income™ as used in
-~ section 1 shall be read as “unrelated business taxable income” as defined in

secction 512, .- - :

(2) CHARITABLE, ETC., TRUSTS SUBJECT TO. TAX.—The tax imposed by para-
grap}\ (1) shall apply in the case of any trust which is exempt, except as
provided in this part, from taxation under this subtitle by reason of section
501((:')(3) or (17) or section 401(a) and which, if it were not for such ex-
emption, would be subject to subchapter J (sec. 641 and following, relating
to estates, trusts, beneficiaries, and decedents). . ’

o {Sec. 511(c)] .
) (c) ‘Errecrive Date—The tax imposcd by this section shall apply, in the case of
4 trust described in scction 401 (a), only for taxable years beginning after
June 30, 1954 : e Lo . e

[See. 512]
SEC. 512. UNRELATED BUSINESS TAXABLE INCOME. '
{Scc. 512(2)]

(a) Dervition.~—The term unrelated business taxable income” means the gross
income derived by any organization from any unrclated trade or business (as
defined in section 513) regularly carricd on by it, less the deductions allowed by
this chapter which are directly connected with the carrying on of such trade or
business, both computed with the exceptions, additions, and, limitations provided
in subscction (b). In the case of an organization described in section 511 which
is a foreign organization, the unrclated business taxable income shall be its
unrelated business taxable income derived from sources within the United States
deteimincd under subchapter N (sec. 861 and following, rclating to tax based on
income from sources within or without the United States).

Bo?rco: Secs. 421(d), 422(n), 1939 Code, substantially unchanged.

e Co -~ [Sec.512(b)]

. ) ExcerTioNs, ADDITIONS, AND Lisaratrons.—The exceptions, additions, and
limitations applicable in determining unrelated business taxable income are the
following: :

2t (1) There shall be excluded all dividends, interest, and annuitics, and

- a1t deductions directly connected with such income.

. (2) There shall be excluded all royalties (including overriding royalties)
whether measured by production or by gross or taxable income from the
.property, and all deductions directly connected with.such income.

(3) There shall be excluded all rents from recal property (including
personal property leased with the real property), and all deductions directly
connected with such reats. -

(4) Notwithstanding paragraph (3), in the case of 2 business lease (as
defined in section 514) there shall be included, as an item of gross income
derived from an unrelated trade or business, the amount ascertained under
section 514 (a) (1), and there shall be allowed, as a deduction, the amount
ascertained under scction 514 (a) (2).



