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s)SUMMARY: This document contains
ardinal and temporary regulations provid
u aing that disqualified persons and organ
'°”zat|on managers liable for Internal Re\

enue Code section 4958 excise taxes ¢

requwed to file Form 4720. The regula
intions also specify the filing date for
y returns for the period to which the nev



excise taxes applied retroactively. Thesthe control or beneficial interest are helcber 15, 1996. See Notice 96-46
excise taxes are imposed on excedsy persons described in the precedingl996-39 I|.R.B. 7) (September 23,
benefit transactions between disqualifiedentence. An “organization manager” is1996).

persons, as statutorily defined, and seany officer, director, trustee, or any .
tions 501(c)(3) and (4) organizationsjndividual having powers or responsi-oPecial Analyses

except for private foundations. bilities similar to those of any officer, |t has been determined that this Trea-
. - . director, or trustee. sury decision is not a significant regula-
DATES: These regulations are effective Section 4958 imposes three taxes. Thg)r;/ acton as. defined gin £0 12%66.

Jagg?rdeété297bf applicability Seefirst tax is equal to 25 percent of theTherefore, a regulatory assessment is not
§ 53.6071-1T(f) of these regulationsexcess benefit amount, and is to be paigequired. It also has been determined

by any disqualified person who engageshat section 553(b) of the Administrative
FOR FURTHER INFORMATION CON- in an excess benefit transaction. Th@rocedure Act (5 U.S.C. chapter 5) does
TACT: Phyllis Haney, (202) 622—4290 second tax is equal to 200 percent of th@ot apply to these regulations, and be-
(not a toll-free number). SXCGSS 2?n9ﬁtl_?mdount, and_fishto be paigause the regulation does not impose a
y any disqualified person If the excessollection of information on small enti-
SUPPLEMENTARY INFORMATION: penefit transaction is not correctedies, the Regulatory Flexibility Act (5
Background Within the taxable period. The third taxU.S.C. chapter 6) does not apply. Pursu-
. , is equal to 10 percent of the excesant to section 7805(f) of the Internal
This document contains amendmentsenefit amount, and is to be paid by anyRevenue Code, these temporary regula-
to the Foundation and Similar Exciseorganization manager who knowinglytions will be submitted to the Chief
Taxes regulations (26 CFR part S3)participates in an excess benefit transa@ounsel for Advocacy of the Small
under sections 6011 and 6071. Thesgon. The maximum amount of this third Business Administration for comment on
regulations provide guidance relating taax with respect to any one excessheir impact on small business.
the requirement of a return to accombenefit transaction may not exceed . i
pany payment of section 4958 excise10,000. These regulations prescrib@rafting Information
taxes and the time for filing that return.Form 4720 for calculating and paying The principal author of these regula-
These rules were first published in No-the first and third taxes described aboveigns is Phyllis Haney, Office of Associ-
tice 96-46 (1996-39 I.R.B. 7) (Septem- TBOR2 also amended section 6033(bjte Chief Counsel (I,Employee Benefits
ber 23, 1996). to require section 501(c)(3) organizapzng Exempt Organizations). However,
Taxpayer Bill of Rights 2, Public Law tions to report the amounts of the taxegher personnel from the IRS and Trea-
104-168, 110 Stat. 1452 (TBOR2), enpaid under section 4958 with respect {Qury Department participated in their
acted July 30, 1996, added section 4958xcess benefit transactions involving th@levelopment.
to the Code. As described more fullyorganization, as well as any other infor-
below, section 4958 imposes excisenation the Secretary may require con-
taxes on excess benefit transactiongerning those transactions. Sectiomdoption of Amendments to the
Section 4958 taxes apply retroactively t®6033(f) also was amended to impose thRegulations
excess benefit transactions occurring osame reporting requirements on section . .
or after September 14, 1995. The taxe501(c)(4) organizations. Those amend- Accordingly, 26 CFR part 53 is
do not, however, apply to any benefitments to section 6033 only apply to@Mmended as follows:
arising from a transaction pursuant targanizations’ returns for taxable yearART 53—FOUNDATION AND SIMI-
any written contract which was bindingbeginning after July 30, 1996. Thesq AR EXCISE TAXES
on September 13, 1995, and at all timeand other TBOR2 amendments to the
thereafter before such transaction ocreporting requirements for section Paragraph 1. The authority citation for

* * * * *

curred. 501(c)(3) and (4) organizations are repart 53 _continues to read as follows:
An “excess benefit transaction” sub- flected on IRS Forms 990 and 990-Ez Authority: 26 U.S.C. 7805.
ject to tax under section 4958 is anybeginning with the 1996 versions. Par. 2. In § 53.6011-1, paragraph (b)

transaction in which an economic ben; . - is amended by:

efit is provided by an organization de_Epranatlon of Provisions 1. Removing from the first sentence,
scribed in section 501(c)(3) (except for The regulations provide that disquali-the language “or 4955(a),” and adding
a private foundation) or 501(c)(4) di-fied persons and organization managers, 4955(a), or 4958(a),” in its place.
rectly or indirectly to, or for the use of, as defined in sections 4958(f)(1) and 2. Removing from the last sentence,
any disqualified person if the value of(2), who are liable for section 4958the language “or 4955(a),” and adding
the economic benefit provided exceedgxcise taxes on excess benefit transa€; 4955(a), or 4958(a),” in its place.
the value of the consideration (includingtions, as defined in section 4958(c)(1), Par. 3. Section 53.6071-1T is added
the performance of services) receivedre required to file a return on Formto read as follows:

for providing the benefit. A “disquali- 4720. The general rule is that returns

fied person” is any person who was, awill be due on or before the 15th day of§ 53.6071-1T Time for filing returns
any time during the 5-year period endthe fifth month following the close of (temporary).

ing on the date of the excess benefithe disqualified person’s or organization (a) through (e) [Reserved]. For further
transaction, in a position to exercisemanager's taxable year. The regulationguidance see § 53.6071-1(a) through
substantial influence over the affairs ofalso provide that returns on Form 472de).

the organization. Disqualified persondor taxable years ending after September (f) Taxes imposed on excess benefit
also include family members and certairl3, 1995, and on or before July 30transactions engaged in by organiza-
entities in which at least 35 percent 0f1996, will be due on or before Decem-tions described in sections 501(c)(3)



(except private foundations) anc
501(c)(4yY—(1) General rule. A Form
4720 required by § 53.6011-1(b) for :
disqualified person or organization man
ager liable for tax imposed by sectior
4958(a) shall be filed by that person ol
or before the 15th day of the fifth
month following the close of such per-
son’s taxable year.

(2) Special rule for taxable years
ending after September 13, 1995, an
on or before July 30, 1996A Form
4720 required by § 53.6011-1(b) for ¢
disqualified person or organization man
ager liable for tax imposed by sectior
4958(a) on an excess benefit transactic
occurring in such person’s taxable yee
ending after September 13, 1995, and ¢
or before July 30, 1996, is due on o
before December 15, 1996.

Margaret Milner Richardson,
Commissioner of Internal Revenue

Approved December 10, 1996.

Donald C. Lubick,
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