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paragraph (b)(3) of this section) that is
significant in amount.

[T.D. 8610, 60 FR 40092, Aug. 7, 1995]

§301.7701(i)-4 Special rules for certain
entities.

(a) States and municipalities—(1) In
general. Regardless of whether an enti-
ty satisfies any of the requirements of
section T7701(1)(2)(A), an entity is not
classified as a taxable mortgage pool
if—

(i) The entity is a State, territory, a
possession of the United States, the
District of Columbia, or any political
subdivision thereof (within the mean-
ing of §1.103-1(b) of this chapter), or is
empowered to issue obligations on be-
half of one of the foregoing;

(i1) The entity issues the debt obliga-
tions in the performance of a govern-
mental purpose; and

(iii) The entity holds the remaining
interests in all assets that support
those debt obligations until the debt
obligations issued by the entity are re-
tired.

(2) Govermmental purpose. The term
governmental purpose means an essen-
tial governmental function within the
meaning of section 115. A governmental
purpose does not include the mere
packaging of debt obligations for re-
sale on the secondary market even if
any profits from the sale are used in
the performance of an essential govern-
mental function.

(3) Determinations by the Commissioner.
If an entity is not described in para-
graph (a)(1) of this section, but has a
similar purpose, then the Commis-
sioner may determine that the entity
is not classified as a taxable mortgage
pool.

(b) REITs. [Reserved]

(c) Subchapter S corporations—(1) In
general. An entity that is classified as a
taxable mortgage pool may not elect to
be an S corporation under section
1362(a) or maintain S corporation sta-
tus.

(2) Portion of an S corporation treated
as a separate corporation. An S corpora-
tion is not treated as a member of an
affiliated group under section
1361(b)(2)(A) solely because a portion of

§301.7805-1

the S corporation is treated as a sepa-
rate corporation under section 7701(i).

[T.D. 8610, 60 FR 40092, Aug. 7, 1995]

§301.7704-2 Transition provisions.

See the regulations under section
7704 contained in part 1 of this chapter
for a definition of the ‘‘substantial new
line of business’” that an ‘‘existing”
publicly traded partnership cannot
enter without forfeiting its partnership
status under the transition provisions
applicable to section 7704.

[T.D. 8450, 57 FR 58710, Dec. 11, 1992]

General Rules

APPLICATION OF INTERNAL REVENUE
LAWS

§301.7803-1 Security bonds covering
personnel of the Internal Revenue
Service.

For regulations relating to the pro-
curement of security bonds covering
designated personnel of the Internal
Revenue Service between January 1,
1956, and June 6, 1972, see 31 CFR part
226.

(Sec. 7805 of the Internal Revenue Code of
1954 (68A Stat. 917; 26 U.S.C. 7805))

[T.D. 7239, 37 FR 28628, Dec. 28, 1972]

§301.7805-1 Rules and regulations.

(a) Issuance. The Commissioner, with
the approval of the Secretary, shall
prescribe all needful rules and regula-
tions for the enforcement of the Code
(except where this authority is ex-
pressly given by the Code to any person
other than an officer or employee of
the Treasury Department), including
all rules and regulations as may be
necessary by reason of any alteration
of law in relation to internal revenue.

(b) Retroactivity. The Commissioner,
with the approval of the Secretary,
may prescribe the extent, if any, to
which any regulation or Treasury deci-
sion relating to the internal revenue
laws shall be applied without retro-
active effect. The Commissioner may
prescribe the extent, if any, to which
any ruling relating to the internal rev-
enue laws, issued by or pursuant to au-
thorization from him, shall be applied
without retroactive effect.
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