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year beginning after such proclamation is 
made.

(Sec. 891 as amended by sec. 5(6), Life Insur-
ance Company Tax Act 1955 (70 Stat. 49); sec. 
3(f)(1), Life Insurance Company Income Tax 
Act 1959 (73 Stat. 140)) 

[T.D. 6610, 27 FR 8723, Aug. 31, 1962]

§ 1.892–1T Purpose and scope of regu-
lations (temporary regulations). 

(a) In general. These regulations pro-
vide guidance with respect to the tax-
ation of income derived by foreign gov-
ernments and international organiza-
tions from sources within the United 
States. Under section 892, certain spe-
cific types of income received by for-
eign governments are excluded from 
gross income and are exempt, unless 
derived from the conduct of a commer-
cial activity or received from or by a 
controlled commercial entity. This sec-
tion sets forth the effective date of the 
regulations. Section 1.892–2T defines a 
foreign government. In particular it de-
scribes the extent to which either an 
integral part of a foreign sovereign or 
an entity which is not an integral part 
of a foreign sovereign will be treated as 
a foreign government for purposes of 
section 892. Section 1.892–3T describes 
the types of income that generally 
qualify for exemption and certain limi-
tations on the exemption. Section 
1.892–4T provides rules concerning the 
characterization of activities as com-
mercial activities. Section 1.892–5T de-
fines a controlled commercial entity. 
Section 1.892–6T sets forth the extent 
to which income of international orga-
nizations from sources within the 
United States is excluded from gross 
income and is exempt from taxation. 
Section 1.892–7T sets forth the relation-
ship of section 892 to other Internal 
Revenue Code sections. 

(b) Effective date. The regulations set 
forth in §§ 1.892–1T through 1.892–7T 
apply to income received by a foreign 
government on or after July 1, 1986. No 
amount of income shall be required to 
be deducted and withheld, by reason of 
the amendment of section 892 by sec-
tion 1247 of the Tax Reform Act of 1986 
(Pub. L. 99–514, 100 Stat. 2085, 2583) from 
any payment made before October 22, 
1986. 

[T.D. 8211, 53 FR 24061, June 27, 1988; 53 FR 
27595, July 21, 1988]

§ 1.892–2T Foreign government defined 
(temporary regulations). 

(a) Foreign government—(1) Definition. 
The term ‘‘foreign government’’ means 
only the integral parts or controlled 
entities of a foreign sovereign. 

(2) Integral part. An ‘‘integral part’’ of 
a foreign sovereign is any person, body 
of persons, organization, agency, bu-
reau, fund, instrumentality, or other 
body, however designated, that con-
stitutes a governing authority of a for-
eign country. The net earnings of the 
governing authority must be credited 
to its own account or to other accounts 
of the foreign sovereign, with no por-
tion inuring to the benefit of any pri-
vate person. An integral part does not 
include any individual who is a sov-
ereign, official, or administrator acting 
in a private or personal capacity. Con-
sideration of all the facts and cir-
cumstances will determine whether an 
individual is acting in a private or per-
sonal capacity. 

(3) Controlled entity. The term ‘‘con-
trolled entity’’ means an entity that is 
separate in form from a foreign sov-
ereign or otherwise constitute a sepa-
rate juridical entity if it satisfies the 
following requirements: 

(i) It is wholly owned and controlled 
by a foreign sovereign directly or indi-
rectly through one or more controlled 
entities; 

(ii) It is organized under the laws of 
the foreign sovereign by which owned; 

(iii) Its net earnings are credited to 
its own account or to other accounts of 
the foreign sovereign, with no portion 
of its income inuring to the benefit of 
any private person; and 

(iv) Its assets vest in the foreign sov-
ereign upon dissolution. 
A controlled entity does not include 
partnerships or any other entity owned 
and controlled by more than one for-
eign sovereign. Thus, a foreign finan-
cial organization organized and wholly 
owned and controlled by several for-
eign sovereigns to foster economic, fi-
nancial, and technical cooperation be-
tween various foreign nations is not a 
controlled entity for purposes of this 
section. 

(b) Inurement to the benefit of private 
persons. For purposes of this section, 
income will be presumed not to inure 
to the benefit of private persons if such 
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