
Part III. Administrative, Procedural, and Miscellaneous
Delegation Order No. 172 (Rev. 5)

Delegation of Authority
AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Delegation of authority.

SUMMARY: The authority of the Com-
missioner of Internal Revenue to waive
all or part of the excise tax imposed
under section 4971(f) of the Internal
Revenue Code (Code) with respect to
liquidity shortfalls within the meaning
of section 412(m)(5)(E) of the Code is
delegated to the Director, Employee
Plans Division, and may be redelegated
to branch chiefs within the division. The
text of the delegation order appears
below.

EFFECTIVE DATE: June 15, 1997.

FOR FURTHER INFORMATION
CONTACT: John H. Turner,
CP:E:EP:P:2, Room 6702, 1111 Consti-
tution Avenue, NW, Washington, DC
20224, (202) 622–6214 (not a toll-free
number).

Delegation Order No. 172 (Rev. 5)
Effective:June 15, 1997.
Waiver of Excise Taxes Imposed Un-

der Section 4971 of the Internal Rev-
enue Code.

Authority: To waive all or part of the
100% excise tax imposed under section
4971(b) of the Internal Revenue Code in
accordance with subsection (b) of sec-
tion 3002 of the Employee Retirement
Income Security Act of 1974 (ERISA).

Delegated to: Director, Employee
Plans Division.

Redelegation:This authority may be
redelegated to branch chiefs within the
division for waivers that are not deemed
substantial. For purposes of this order, a
substantial waiver is a waiver of the
additional tax liability resulting from a
computation based on an accumulated
funding deficiency in excess of one
million dollars.

Authority: To waive all or part of the
excise tax imposed by section 4971(f) of
the Internal Revenue Code with respect
to liquidity shortfalls within the meaning
of section 412(m)(5)(E).

Delegated to: Director, Employee
Plans Division.

Redelegation:This authority may be
redelegated to branch chiefs within the
division.

Source of Authority: Treasury Order
150–10.

To the extent that the authority previ-
ously exercised consistent with this or-
der may require ratification, it is hereby
affirmed and ratified.

This order supersedes Delegation Or-
der No. 172 (Rev. 4), which was effec-
tive 12–31–96.

Approved April 15, 1997.

James E. Donelson,
Acting Chief Compliance Officer.

(Filed by the Office of the Federal Register on
May 28, 1997, 8:45 a.m., and published in the
issue of the Federal Register for May 29, 1997, 62
F.R. 29187)

Treatment of Hong Kong and China

Notice 97–40

This Notice sets forth the Service’s
position on the treatment of the Hong
Kong Special Administrative Region of
the People’s Republic of China (Hong
Kong) and The People’s Republic of
China (China) on and after July 1, 1997,
for purposes of the application of certain
bilateral agreements and the Internal
Revenue Code and Income Tax Regula-
tions, including subpart F of the Code.
Under the 1984 Sino-British Joint Dec-
laration, China and the United Kingdom
agreed that China will resume the exer-
cise of sovereignty over Hong Kong on
July 1, 1997.

I. U.S.-China Tax Convention

The Agreement Between the Govern-
ment of the United States of America
and the Government of the People’s
Republic of China for the Avoidance of
Double Taxation and the Prevention of
Tax Evasion with Respect to Taxes on
Income, T.I.A.S. No. 12065, 1988–1
C.B. 414 (the ‘‘Convention’’), provides
that its geographical scope is limited to
the areas in which the laws relating to
Chinese tax (as defined in Article 2(1)
of the Convention) are in force. This
limitation precludes application of the
Convention to Hong Kong because the
relevant law governing Hong Kong as
of July 1, 1997, provides that the laws
relating to Chinese tax will not apply in
Hong Kong on or after July 1, 1997.
The Basic Law of the Hong Kong
Special Administrative Region of the
People’s Republic of China, Articles 106
and 108 (1990); S. Exec. Rep. No. 7,
99th Cong., 1st Sess. 14–15, 18–19
(1985).

II. Reciprocal Shipping Exemption

On and after July 1, 1997, the Agree-
ment between the Government of the
United States of America and the Gov-
ernment of Hong Kong for the Recipro-
cal Exemption with Respect to Taxes on
Income from the International Operation
of Ships, effected by an exchange of
notes, T.I.A.S. No. 11892, 1995–1 C.B.
228 (the ‘‘Shipping Agreement’’), will
continue to apply in accordance with its
terms. The Shipping Agreement will not
apply with respect to China.

III. Internal Revenue Code

Hong Kong has historically been
treated as a separate country for pur-
poses of the Internal Revenue Code and
Income Tax Regulations, including sub-
part F of the Code. Consistent with the
treatment of Hong Kong and China as
separate countries under the Convention
and the Shipping Agreement on and
after July 1, 1997, the Service will
continue to treat Hong Kong and China
as separate countries on and after July 1,
1997, for purposes of the Code and
regulations, including subpart F.See
United States-Hong Kong Policy Act of
1992, § 201, 22 U.S.C. § 5721 (1996)
(providing that notwithstanding any
change in the exercise of sovereignty
over Hong Kong, the laws of the United
States will continue to apply with re-
spect to Hong Kong on and after July 1,
1997, in the same manner as before that
date unless otherwise expressly provided
by law or Executive Order).

The principal author of this notice is
Valerie Mark of the Office of the Asso-
ciate Chief Counsel (International). For
further information regarding this notice,
contact Ms. Mark at (202) 622–3840
(not a toll-free call).

Interim Rules for Health Insurance
Portability for Group Health Plans;
Correction

Notice 97–41

AGENCIES: Internal Revenue Service,
Department of the Treasury; Pension
and Welfare Benefits Administration,
Department of Labor; Health Care Fi-
nancing Administration, Department of
Health and Human Services.

July 14, 1997 6 1997–28 I.R.B.
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