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. {5) There shall b excluded all gains or losses, from the sale, exchange,
. or othcr disposition of propcrty other than—
. (A) stock in trade or other propcrly of a kind which would properly
be includible in inventory if on hand at the clpsc of the taxable year, or
(B) property held primarily for sale to sustomers in the ordinary
coursc of the trade or business.
Thls paragraph shall not apply with respect to the-cutting of timber which

- is considered, on the application of section 631, as a sale or excliange of .

+ guch timber. N

.~ (6) The net opcrating loss deduction provided in section 172 shall be
allowed, except that— i

(A) the net operating loss for any taxable ycar, the amount of the

net opcratmg loss carryback or carryover to any taxable year, and the

net operatmg loss deduction for any taxablc ycar shall be determined

under scction 172 without taking into account any amount of income or

" -deduction which is excluded under this part in computing the unrclated
business taxable income; and

(B) the terms “preceding taxable ycar” and “preceding taxable

. years” as used in section 172 shall not include any taxable year for

- which the organization was not subjeet to the provisions of this part.

(7) There shall be excluded all income derived from rescarch for (A)
the United States, or any of its agencies or instrumentalitics, or (B) any

State or political subdivision tfncreof: and there shall be excluded all deduc-
tions directly connected with such income.

(8) In the case of a college, university, or hospital, there shall be
excluded all income derived from rescarch performed for any person, and
all deductions directly connceted with such income.

(9) In the case of an organization operated primarily for purposes of
carrying on fundamental research the results of which are freely available
to the general ‘public, there shall be excluded all income derived from
rescarch pcrformcd for any person, and all deductions dlrcctly connected
with such income.

{10) In the case of any organization described in sgction S11 (a), the
deduction allowed by section 170 (relating to charitable etc. contributions
and gif!s) shall be allowed (whether or not directly connected with the
carrying on of the trade or busmess), but shall not exceed $ percent of the
vnrelated business taxable income computed without the benefit of this
paragraph.

‘(11) In the case of any trust described in section 511 (b), the deduction
allowed by scction 170 (relating to charitable ete. contributions and gifts)
shall be allowed (whether or not directly connected with the carrying on
of the trade or business), and for such purpose a distribution made by the
trust to a bencficiary described in section 170 shall be considered as a gift
or contribution. The deduction allowed by this paragraph shall be allowed
with the limitations prescribed in section 170 (b) (1) (A) and (B) deter-
mined with reference to the unrelated business taxable income computed
without the benefit of this paragraph (in licu of with refcrence to adjusted
gross income).

(12) There shall be allowed a specific deduction of $1,000.
(13) In the casc of a trust—

. (A) created by virtue of the provisions of the will of an individual
who dicd after August 16, 1954, and before January 1, 1957, ’

(B) which, by virtuc of the provisions of such will, is a limited

partner in' 2 partnership created under the laws of a State (i) providing
for the creation-of limited partnerships, and (ii) under which a limited
partner has no right to take part in the control of the business without
becoming liablc as a gencral partner, .



