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On November 2, 2011, Treasury released proposed revisions to the regulations under Section 892 of the Internal
Revenue Code of 1986 (the “Code”). Section 892 provides an exemption from U.S. federal income tax on certain types of
U.S.-source investment income derived by foreign government entities, including sovereign wealth funds.

The Section 892 exemption does not apply to (i) income that is derived from the conduct of a “commercial activity” or (ii)
income that is received by, or from, a “controlled commercial entity,” including any income that would otherwise qualify for
the Section 892 exemption. The proposed regulations provide favorable guidance on the types of activities that constitute
“commercial activity” and the types of activities and investments that would cause a controlled entity of a foreign
government to be treated as a “controlled commercial entity.”
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If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

Mary Conway Samuel Dimon
+1 212 450 4959 +1 212 450 4037
mary.conway@davispolk.com sam.dimon@davispolk.com

Ethan R. Goldman Po Sit
+1 212 450 4523 +1 212 450 4571
ethan.goldman@davispolk.com po.sit@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.

This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further detalils.
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