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(b) The facts are the same as Example 
(2)(a), except that T has an interest in a lim-
ited partnership which owns the shopping 
center. The shopping center is leased and 
managed by the partnership rather than by 
an independent management firm. Managing 
a shopping center, directly or indirectly 
through a partnership of which a trust is a 
member, would be considered an unrelated 
trade or business within the meaning of sec-
tion 513(b) giving rise to unrelated business 
taxable income. Since the commercial ac-
tivities of a partnership are attributable to 
its partners, T will be treated as engaged in 
commercial activity and thus will be consid-
ered a controlled commercial entity. Accord-
ingly, none of T’s income will be exempt 
from taxation under section 892. 

(c) The facts are the same as Example (2)(a), 
except that Z is a controlled commercial en-
tity. The result is the same as in Example 
(2)(a).

Example 3. (a) The Department of Interior, 
an integral part of foreign sovereign FC, 
wholly owns corporations G and H. G, in 
turn, wholly owns S. G, H and S are each 
controlled entities. G, which is not engaged 
in commercial activity anywhere in the 
world, receives interest income from depos-
its in banks in the United States. Both H and 
S do not have any investments in the U.S. 
but are both engaged in commercial activi-
ties. However, only S is engaged in commer-
cial activities within the United States. Be-
cause neither the commercial activities of H 
nor the commercial activities of S are at-
tributable to the Department of Interior or 
G, G’s interest income is exempt from tax-
ation under section 892. 

(b) The facts are the same as Example 
(3)(a), except that G rather than S is engaged 
in commercial activities and S rather than G 
receives the interest income from the United 
States. Since the commercial activities of G 
are attributable to S, S’s interest income is 
not exempt from taxation.

Example 4. (a) K, a controlled entity of a 
foreign sovereign, is a general partner in the 
Daj partnership. The Daj partnership has in-
vestments in the U.S. in various stocks and 
bonds and also owns and manages an office 
building in New York. K will be deemed to be 
engaged in commercial activity by being a 
general partner in Daj even if K does not ac-
tually make management decisions with re-
gard to the partnership’s commercial activ-
ity, the operation of the office building. Ac-
cordingly K’s distributive share of partner-
ship income (including income derived from 
stocks and bonds) will not be exempt from 
taxation under section 892. 

(b) The facts are the same as in Example 
(4)(a), except that the Daj partnership has 
hired a real estate management firm to lease 
offices and manage the building. Notwith-
standing the fact that an independent con-
tractor is performing the activities, the part-

nership shall still be deemed to be engaged 
in commercial activity. Accordingly, K’s dis-
tributive share of partnership income (in-
cluding income derived from stocks and 
bonds) will not be exempt from taxation 
under section 892. 

(c) The facts are the same as in Example 
(4)(a), except that K is a partner whose part-
nership interest is considered a publicly 
traded partnership interest within the mean-
ing of section 7704. Under paragraph (d)(3) of 
this section, the partnership’s commercial 
activity will not be attributed to K. Since K 
will not be deemed to be engaged in commer-
cial activity, K’s distributive share of part-
nership income derived from stocks and 
bonds will be exempt from taxation under 
section 892.

[T.D. 8211, 53 FR 24064, June 27, 1988]

§ 1.892–6T Income of international or-
ganizations (temporary regula-
tions). 

(a) Exempt from tax. Subject to the 
provisions of section 1 of the Inter-
national Organizations Immunities Act 
(22 U.S.C. 288) (the provisions of which 
are set forth in paragraph (b)(3) of 
§ 1.893–1), the income of an inter-
national organization (as defined in 
section 7701(a)(18)) received from in-
vestments in the United States in 
stocks, bonds, or other domestic secu-
rities, owned by such international or-
ganization, or from interest on deposits 
in banks in the United States of mon-
eys belonging to such international or-
ganization, or from any other source 
within the United States, is exempt 
from Federal income tax. 

(b) Income received prior to Presidential 
designation. An organization designated 
by the President through appropriate 
Executive order as entitled to enjoy 
the privileges, exemptions, and immu-
nities provided in the International Or-
ganizations Immunities Act may enjoy 
the benefits of the exemption with re-
spect to income of the prescribed char-
acter received by such organization 
prior to the date of the issuance of 
such Executive order, if (i) the Execu-
tive order does not provide otherwise 
and (ii) the organization is a public 
international organization in which 
the United States participates, pursu-
ant to a treaty or under the authority 
of an act of Congress authorizing such 

VerDate Apr<17>2002 08:32 Apr 20, 2002 Jkt 197088 PO 00000 Frm 00477 Fmt 8010 Sfmt 8010 Y:\SGML\197088T.XXX pfrm12 PsN: 197088T



478

26 CFR Ch. I (4–1–02 Edition)§ 1.892–7T 

participation or making an appropria-
tion for such participation, at the time 
such income is received. 

[T.D. 8211, 53 FR 24065, June 27, 1988]

§ 1.892–7T Relationship to other Inter-
nal Revenue Code sections (tem-
porary regulations). 

(a) Section 893. The term ‘‘foreign 
government’’ referred to in section 893 
(relating to the exemption for com-
pensation of employees of foreign gov-
ernments) has the same meaning as 
given such term in § 1.892–2T. 

(b) Section 895. A foreign central bank 
of issue (as defined in § 1.895–1(b)) that 
fails to qualify for the exemption from 
tax provided by this section (for exam-
ple, it is not wholly owned by a foreign 
sovereign) may nevertheless be exempt 
from tax on the items of income de-
scribed in section 895. 

(c) Section 883(b). Nothing in section 
892 or these regulations shall limit the 
exemption provided under section 
883(b) relating generally to the exemp-
tion of earnings derived by foreign par-
ticipants from the ownership or oper-
ation of communications satellite sys-
tems. 

(d) Section 884. Earnings and profits 
attributable to income of a controlled 
entity of a foreign sovereign which is 
exempt from taxation under section 892 
shall not be subject to the tax imposed 
by section 884(a). 

(e) Sections 1441 and 1442. No with-
holding is required under sections 1441 
and 1442 in the case of income exempt 
from taxation under section 892. 

[T.D. 8211, 53 FR 24066, June 27, 1988]

§ 1.893–1 Compensation of employees 
of foreign governments or inter-
national organizations. 

(a) Employees of foreign governments—
(1) Exempt from tax. Except to the ex-
tent that the exemption is limited by 
the execution and filing of the waiver 
provided for in section 247(b) of the Im-
migration and Nationality Act (8 
U.S.C. 1257(b)), all employees of a for-
eign government (including consular or 
other officers, or nondiplomatic rep-
resentatives) who are not citizens of 
the United States, or are citizens of the 
Republic of the Philippines (whether or 
not citizens of the United States), are 
exempt from Federal income tax with 

respect to wages, fees, or salaries re-
ceived by them as compensation for of-
ficial services rendered to such foreign 
government, provided (i) the services 
are of a character similar to those per-
formed by employees of the Govern-
ment of the United States in that for-
eign country and (ii) the foreign gov-
ernment whose employees are claiming 
exemption grants an equivalent exemp-
tion to employees of the Government 
of the United States performing simi-
lar services in that foreign country. 

(2) Certificate by Secretary of State. 
Section 893(b) provides that the Sec-
retary of State shall certify to the Sec-
retary of the Treasury the names of 
the foreign countries which grant an 
equivalent exemption to the employees 
of the Government of the United States 
performing services in such foreign 
countries, and the character of the 
services performed by employees of the 
Government of the United States in 
foreign countries. 

(3) Items not exempt. The income re-
ceived by employees of foreign govern-
ments from sources other than their 
salaries, fees, or wages, referred to in 
subparagraph (1) of this paragraph, is 
subject to Federal income tax. 

(4) Immigration and Nationality Act. 
Section 247(b) of the Immigration and 
Nationality Act provides as follows:

Sec. 247. Adjustment of status of certain 
resident aliens.* * *

(b) The adjustment of status required by 
subsection (a) [of section 247 of the Immigra-
tion and Nationality Act] shall not be appli-
cable in the case of any alien who requests 
that he be permitted to retain his status as 
an immigrant and who, in such form as the 
Attorney General may require, executes and 
files with the Attorney General a written 
waiver of all rights, privileges, exemptions, 
and immunities under any law or any execu-
tive order which would otherwise accrue to 
him because of the acquisition of an occupa-
tional status entitling him to a non-
immigrant status under paragraph (15)(A), 
(15)(E), or (15)(G) of section 101(a).

(5) Effect of waiver. An employee of a 
foreign government who executes and 
files with the Attorney General the 
waiver provided for in section 247(b) of 
the Immigration and Nationality Act 
thereby waives the exemption con-
ferred by section 893 of the Code. As a 
consequence, that exemption does not 
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