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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
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-
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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 mot exempt. The income re-
ceived by employees of foreign govern-
ments from sources other than their
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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
apply to income received by that alien
after the date of filing of the waiver.

(6) Citizens of the United States. The
compensation of citizens of the United
States (other than those who are also
citizens of the Republic of the Phil-
ippines) who are officers or employees
of a foreign government is not exempt
from income tax pursuant to this para-
graph. But see section 911 and the regu-
lations thereunder.

(b) Employees of international organi-
ecations—(1) Exempt from tar. Except to
the extent that the exemption is lim-
ited by the execution and filing of the
waiver provided for in section 247(b) of
the Immigration and Nationality Act
and subject to the provisions of sec-
tions 1, 8, and 9 of the International Or-
ganizations Immunities Act (22 U.S.C.
288, 288e, 288f), wages, fees, or salary of
any officer or employee of an inter-
national organization (as defined in
section 7701(a)(18)) received as com-
pensation for official services to that
international organization is exempt
from Federal income tax, if that officer
or employee (i) is not a citizen of the
United States or (ii) is a citizen of the

§1.893-1

Republic of the Philippines (whether or
not a citizen of the United States).

(2) Income earned prior to executive ac-
tion. An individual of the prescribed
class who receives wages, fees, or sal-
ary as compensation for official serv-
ices to an organization designated by
the President through appropriate Ex-
ecutive order as entitled to enjoy the
privileges, exemptions, and immunities
provided in the International Organiza-
tions Immunities Act and who has been
duly notified to, and accepted by, the
Secretary of State as an officer or em-
ployee of that organization, or who has
been designated by the Secretary of
State, prior to formal notification and
acceptance, as a prospective officer or
employee of that organization, may
enjoy the benefits of the exemption
with respect to compensation of the
prescribed character earned by that in-
dividual, either prior to the date of the
Issuance of the Executive order, or
prior to the date of the acceptance or
designation by the Secretary of State,
for official services to that organiza-
tion, if (i) the Executive order does not
provide otherwise, (ii) the organization
is a public international organization
in which the United States partici-
pates, pursuant to a treaty or under
the authority of an act of Congress au-
thorizing such participation or making
an appropriation for such participa-
tion, at the time the compensation is
earned, and (iii) the individual is an of-
ficer or employee of that organization
at that time.

(38) International Organizations Immu-
nities Act. Sections 1, 8, and 9 of the
International Organizations Immuni-
ties Act (22 U.S.C. 288, 288e, 288f) pro-
vide in part as follows:

SECTION 1. For the purposes of this title
[International Organizations Immunities
Act], the term ‘‘international organization”
means a public international organization in
which the United States participates pursu-
ant to any treaty or under the authority of
any Act of Congress authorizing such par-
ticipation or making an appropriation for
such participation, and which shall have
been designated by the President through ap-
propriate Executive order as being entitled
to enjoy the privileges, exemptions, and im-
munities herein provided. The President
shall be authorized, in the light of the func-
tions performed by any such international
organization, by appropriate Executive order
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to withhold or withdraw from any such orga-
nization or its officers or employees any of
the privileges, exemptions, and immunities
provided for in this title (including the
amendments made by this title) or to condi-
tion or limit the enjoyment by any such or-
ganization or its officers or employees of any
such privilege, exemption, or immunity. The
President shall be authorized, if in his judg-
ment such action should be justified by rea-
son of the abuse by an international organi-
zation or its officers and employees of the
privileges, exemptions, and immunities here-
in provided or for any other reason, at any
time to revoke the designation of any inter-
national organization under this section,
whereupon the international organization in
question shall cease to be classed as an inter-
national organization for the purposes of
this title.

* * * * *

SEC. 8. (a) No person shall be entitled to
the benefits of this title [International Orga-
nizations Immunities Act] unless he (1) shall
have been duly notified to and accepted by
the Secretary of State as a * * * officer, or
employee; or (2) shall have been designated
by the Secretary of State, prior to formal
notification and acceptance, as a prospective
* % % officer, or employee; * * *.

(b) Should the Secretary of State deter-
mine that the continued presence in the
United States of any person entitled to the
benefits of this title is not desirable, he shall
so inform the * * * international organiza-
tion concerned * * *, and after such person
shall have had a reasonable length of time,
to be determined by the Secretary of State,
to depart from the United States, he shall
cease to be entitled to such benefits.

(c) No person shall, by reason of the provi-
sions of this title, be considered as receiving
diplomatic status or as receiving any of the
privileges incident thereto other than such
as are specifically set forth herein.

SEC. 9. The privileges, exemptions, and im-
munities of international organizations and
of their officers and employees * * * provided
for in this title [International Organizations
Immunities Act], shall be granted notwith-
standing the fact that the similar privileges,
exemptions, and immunities granted to a
foreign government, its officers, or employ-
ees, may be conditioned upon the existence
of reciprocity by that foreign government:
Provided, That nothing contained in this
title shall be construed as precluding the
Secretary of State from withdrawing the
privileges, exemptions, and immunities here-
in provided from persons who are nationals
of any foreign country on the ground that
such country is failing to accord cor-
responding privileges, exemptions, and im-
munities to citizens of the United States.
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(4) Effect of waiver. An officer or em-
ployee of an international organization
who executes and files with the Attor-
ney General the waiver provided for in
section 247(b) of the Immigration and
Nationality Act (8 U.S.C. 1257(b)) there-
by waives the exemption conferred by
section 893 of the Code. As a con-
sequence, that exemption does not
apply to income received by that indi-
vidual after the date of filing of the
waiver.

(5) Citizens of the United States. The
compensation of citizens of the United
States (other than those who are also
citizens of the Republic of the Phil-
ippines) who are officers or employees
of an international organization is not
exempt from income tax pursuant to
this paragraph. But see section 911 and
the regulations thereunder.

(c) Tax conventions, consular conven-
tions, and international agreements—(1)
Exemption dependent upon internal rev-
enue laws. A tax convention or consular
convention between the United States
and a foreign country, which provides
that the United States may include in
the tax base of its residents all income
taxable under the internal revenue
laws, and which makes no specific ex-
ception for the income of the employ-
ees of that foreign government, does
not provide any exemption (with re-
spect to residents of the United States)
beyond that which is provided by the
internal revenue laws. Accordingly, the
effect of the execution and filing of a
waiver under section 247(b) of the Im-
migration and Nationality Act by an
employee of a foreign government
which is a party to such a convention
is to subject the employee to tax to the
same extent as provided in paragraph
(a)(b) of this section with respect to the
waiver of exemption under section 893.

(2) Exemption mot dependent upon in-
ternal revenue laws. If a tax convention,
consular convention, or international
agreement provides that compensation
paid by the foreign government or
international organization to its em-
ployees is exempt from Federal income
tax, and the application of this exemp-
tion is not dependent upon the provi-
sions of the internal revenue laws, the
exemption so conferred is not affected
by the execution and filing of a waiver
under section 247(b) of the Immigration
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and Nationality Act. For examples of
exemptions which are not affected by
the Immigration and Nationality Act,
see article X of the income tax conven-
tion between the United States and the
United Kingdom (60 Stat. 1383); article
IX, section 9(b), of the Articles of
Agreement of the International Mone-
tary Fund (60 Stat. 1414); and article
VII, section 9(b), of the Articles of
Agreement of the International Bank
for Reconstruction and Development
(60 Stat. 1458).

§1.894-1 Income affected by treaty.

(a) Income exempt under treaty. In-
come of any Kkind is not included in
gross income and is exempt from tax
under Subtitle A (relating to income
taxes), to the extent required by any
income tax convention to which the
United States is a party. However, un-
less otherwise provided by an income
tax convention, the exclusion from
gross income under section 894(a) and
this paragraph does not apply in deter-
mining the accumulated taxable in-
come of a foreign corporation under
section 535 and the regulations there-
under or the undistributed personal
holding company income of a foreign
corporation under section 545 and the
regulations thereunder. Moreover, the
distributable net income of a foreign
trust is determined without regard to
section 894 and this paragraph, to the
extent provided by section 643(a)(6)(B).
Further, the compensating tax adjust-
ment required by section 819(a)(3) in
the case of a foreign life insurance
company is to be determined without
regard to section 894 and this para-
graph, to the extent required by sec-
tion 819(a)(3)(A). See §1.871-12 for the
manner of determining the tax liabil-
ity of a nonresident alien individual or
foreign corporation whose gross income
includes income on which the tax is re-
duced under a tax convention.

(b) Taxpayer treated as having no per-
manent establishment in the United
States—(1) In general. A nonresident
alien individual or a foreign corpora-
tion, that is engaged in trade or busi-
ness in the United States through a
permanent establishment located
therein at any time during a taxable
year beginning after December 31, 1966,
shall be deemed not to have a perma-
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nent establishment in the United
States at any time during that year for
purposes of applying any exemption
from, or reduction in the rate of, any
tax under Subtitle A of the Code which
is provided by any income tax conven-
tion with respect to income which is
not effectively connected for that year
with the conduct of a trade or business
in the United States by the taxpayer.
This paragraph applies to all treaties
or conventions entered into by the
United States, whether entered into be-
fore, on, or after November 13, 1966, the
date of enactment of the Foreign Inves-
tors Tax Act of 1966 (80 Stat. 15639). This
paragraph is not considered to be con-
trary to any obligation of the United
States under an income tax convention
to which it is a party. The benefit
granted under section 894(b) and this
paragraph applies only to those items
of income derived from sources within
the United States which are subject to
the tax imposed by section 871(a) or
881(a), and section 1441, 1442, or 1451, on
the noneffectively connected income
received from sources within the
United States by a nonresident alien
individual or a foreign corporation.
The benefit does not apply to any in-
come from real property in respect of
which an election is in effect for the
taxable year under §1.871-10 or in de-
termining under section 877(b) the tax
of a nonresident alien individual who
has lost United States citizenship at
any time after March 8, 1965. The ben-
efit granted by section 894(b) and this
paragraph is not elective.

(2) Illustrations. The application of
this paragraph may be illustrated by
the following examples:

Example 1. M, a corporation organized in
foreign country X, uses the calendar year as
the taxable year. The United States and
country X are parties to an income tax con-
vention which provides in part that divi-
dends received from sources within the
United States by a corporation of country X
not having a permanent establishment in the
United States are subject to tax under Chap-
ter 1 of the Code at a rate not to exceed 15
percent. During 1967, M is engaged in busi-
ness in the United States through a perma-
nent establishment located therein and re-
ceives $100,000 in dividends from domestic
corporation B, which under section
861(a)(2)(A) constitute income from sources
within the United States. Under section
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