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Sec.

4959. Taxes on failures by hospital organizations.
4960. Tax on excess tax-exempt organization execu-

tive compensation.
PRIOR PROVISIONS

A prior subchapter D, consisting of sections 4961 to
4963 of this title, was redesignated subchapter E.

AMENDMENTS

2017—Pub. L. 115-97, title I, §13602(b), Dec. 22, 2017, 131
Stat. 2159, added item 4960.

2010—Pub. L. 111-148, title IX, §9007(b)(2), Mar. 23,
2010, 124 Stat. 857, added item 4959.

§4958. Taxes on excess benefit transactions

(a) Initial taxes
(1) On the disqualified person

There is hereby imposed on each excess ben-
efit transaction a tax equal to 25 percent of
the excess benefit. The tax imposed by this
paragraph shall be paid by any disqualified
person referred to in subsection (f)(1) with re-
spect to such transaction.

(2) On the management

In any case in which a tax is imposed by
paragraph (1), there is hereby imposed on the
participation of any organization manager in
the excess benefit transaction, knowing that
it is such a transaction, a tax equal to 10 per-
cent of the excess benefit, unless such partici-
pation is not willful and is due to reasonable
cause. The tax imposed by this paragraph shall
be paid by any organization manager who par-
ticipated in the excess benefit transaction.

(b) Additional tax on the disqualified person

In any case in which an initial tax is imposed
by subsection (a)(1) on an excess benefit trans-
action and the excess benefit involved in such
transaction is not corrected within the taxable
period, there is hereby imposed a tax equal to
200 percent of the excess benefit involved. The
tax imposed by this subsection shall be paid by
any disqualified person referred to in subsection
(f)(1) with respect to such transaction.

(c) Excess benefit transaction; excess benefit

For purposes of this section—
(1) Excess benefit transaction
(A) In general

The term ‘‘excess benefit transaction”
means any transaction in which an eco-
nomic benefit is provided by an applicable
tax-exempt organization directly or indi-
rectly to or for the use of any disqualified
person if the value of the economic benefit
provided exceeds the value of the consider-
ation (including the performance of services)
received for providing such benefit. For pur-
poses of the preceding sentence, an economic
benefit shall not be treated as consideration
for the performance of services unless such
organization clearly indicated its intent to
so treat such benefit.

(B) Excess benefit

The term ‘‘excess benefit’’ means the ex-
cess referred to in subparagraph (A).
(2) Special rules for donor advised funds

In the case of any donor advised fund (as de-
fined in section 4966(d)(2))—
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(A) the term ‘‘excess benefit transaction’
includes any grant, loan, compensation, or
other similar payment from such fund to a
person described in subsection (f)(7) with re-
spect to such fund, and

(B) the term ‘‘excess benefit” includes,
with respect to any transaction described in
subparagraph (A), the amount of any such
grant, loan, compensation, or other similar
payment.

(3) Special rules for supporting organizations
(A) In general

In the case of any organization described
in section 509(a)(3)—
(i) the term ‘‘excess benefit transaction”
includes—

(I) any grant, loan, compensation, or
other similar payment provided by such
organization to a person described in
subparagraph (B), and

(IT) any loan provided by such organi-
zation to a disqualified person (other
than an organization described in sub-
paragraph (C)(ii)), and

(ii) the term ‘‘excess benefit’’ includes,
with respect to any transaction described
in clause (i), the amount of any such
grant, loan, compensation, or other simi-
lar payment.

(B) Person described

A person is described in this subparagraph
if such person is—

(i) a substantial contributor to such or-
ganization,

(ii) a member of the family (determined
under section 4958(f)(4)) of an individual
described in clause (i), or

(iii) a 35-percent controlled entity (as de-
fined in section 4958(f)(3) by substituting
“‘persons described in clause (i) or (ii) of
section 4958(c)(3)(B)” for ‘‘persons de-
scribed in subparagraph (A) or (B) of para-
graph (1) in subparagraph (A)(i) thereof).

(C) Substantial contributor
For purposes of this paragraph—
(i) In general

The term ‘‘substantial contributor”
means any person who contributed or be-
queathed an aggregate amount of more
than $5,000 to the organization, if such
amount is more than 2 percent of the total
contributions and bequests received by the
organization before the close of the tax-
able year of the organization in which the
contribution or bequest is received by the
organization from such person. In the case
of a trust, such term also means the cre-
ator of the trust. Rules similar to the rules
of subparagraphs (B) and (C) of section
507(d)(2) shall apply for purposes of this
subparagraph.

(ii) Exception
Such term shall not include—
(I) any organization described in para-
graph (1), (2), or (4) of section 509(a), and
(IT) any organization which is treated
as described in such paragraph (2) by rea-
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