
 
 
© 2017 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in the U.S.A.  

The KPMG name and logo are registered trademarks or trademarks of KPMG International.  

TaxNewsFlash 
United States 

No. 2017-455 
October 19, 2017 

Second package of proposed regulations withdrawn; 
definition of “political subdivision” for tax-exempt bonds 
 
The U.S. Treasury Department and IRS today released for publication in the Federal 
Register a notice of withdrawal of proposed regulations (REG-129067-15) under 
section 103 concerning the definition of “political subdivision” for purposes of issuing 
tax-exempt municipal bonds.  
 
Today’s notice of withdrawal of the regulations proposed in February 2016 is the 
second one released by Treasury this week. This action is pursuant to an executive 
order and Treasury report.  
 
Read the notice of withdrawal of the proposed regulations [PDF 183 KB] 
 
Background 
 
President Trump in April 2017, signed an executive order (Executive Order 13789) 
directing the U.S. Treasury to examine recent tax regulations to determine whether 
any of the regulatory projects: (1) imposed an undue financial burden on U.S. 
taxpayers; (2) added undue complexity to the federal tax laws; or (3) exceeded the 
statutory authority of the IRS. According to the executive order, Treasury was to take 
“appropriate steps” to delay or suspend the effective date of the identified regulations, 
and to modify or rescind the regulations, through notice and comment rulemaking. 
 
The executive order directed Treasury to review “significant tax regulations” issued on 
or after January 1, 2016, and to issue reports according to a timetable.  
 
The IRS on July 7, 2017, released Notice 2017-38 [PDF 38 KB] providing an interim 
list of eight tax regulations identified as either imposing an undue financial burden on 
taxpayers, or adding excessive complexity to the tax system (none of the regulations 
was identified as exceeding statutory authority). Included in the eight regulatory 
projects were the February 2016 proposed regulations (REG-129067-15) promulgated 

https://www.gpo.gov/fdsys/pkg/FR-2017-10-20/pdf/2017-22777.pdf
https://www.whitehouse.gov/the-press-office/2017/04/21/presidential-executive-order-identifying-and-reducing-tax-regulatory
https://www.irs.gov/pub/irs-drop/n-17-38.pdf


 
 
© 2017 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in the U.S.A.  

The KPMG name and logo are registered trademarks or trademarks of KPMG International.  

under section 103 on the definition of “political subdivision” for purposes of issuing tax-
exempt municipal bonds.  
 
The U.S. Treasury Department on October 4, 2017, released a final report with 
recommendations for specific actions to mitigate the burden imposed by regulations 
previously identified as either imposing an undue financial burden on taxpayers, or 
adding excessive complexity to the tax system. A related Treasury release states that 
the proposed regulations under section 103 would be withdrawn because: 
 

“The new requirements would have imposed enhanced standards to show a 
governmental purpose and governmental control. The changes proposed by the 
regulations would have been costly and burdensome.” 

 
 
Read TaxNewsFlash-United States 
 
 
The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters" 
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is issued 
for general informational purposes only, is intended to enhance the reader’s knowledge on the matters addressed therein, and is 
not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide accurate and timely 
information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be 
accurate in the future. Applicability of the information to specific situations should be determined through consultation with your 
tax adviser. 

KPMG International is a Swiss cooperative that serves as a coordinating entity for a network of independent member firms. 
KPMG International provides no audit or other client services. Such services are provided solely by member firms in their 
respective geographic areas. KPMG International and its member firms are legally distinct and separate entities. They are not 
and nothing contained herein shall be construed to place these entities in the relationship of parents, subsidiaries, agents, 
partners, or joint venturers. No member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG 
International or any member firm in any manner whatsoever. 

Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG’s 
Federal Tax Legislative and Regulatory Services Group at + 1 202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.  

To unsubscribe from TaxNewsFlash-United States, reply to Washington National Tax. 

Privacy | Legal 

 

https://home.kpmg.com/us/en/home/insights/2017/09/tnf-final-report-treasury-regulations-responding-to-executive-order-to-reduce-tax-burden.html
mailto:US-KPMGWNT@kpmg.com?subject=Comments%20and%20requests
mailto:US-KPMGWNT@kpmg.com?subject=Unsubscribe:%20TaxNewsFlash
https://home.kpmg.com/us/en/home/misc/privacy.html
https://home.kpmg.com/us/en/home/misc/legal.html

	TaxNewsFlash

