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GLAM: Section 4960 excise tax refund claims

The IRS has publicly released a generic legal advice memorandum (GLAM)! that addresses refund
claims with respect to the excise tax on excess remuneration under section 4960, specifically in cases
involving affiliated groups that include both a covered health insurance provider (CHIP) and an applicable
tax-exempt organization (ATEO).

The memorandum clarifies that remuneration paid by a tax-exempt organization to its covered employees
in excess of the $500,000 deduction limit under section 162(m)(6) must be taken into account when
calculating the section 4960 excise tax. This is because the tax-exempt organization did not claim a
deduction for the remuneration, and no deduction was disallowed by reason of section 162(m).

The IRS further concludes that the reasoning in Chief Counsel Advice 201752008 (2017 CCA) is incorrect
with respect to its advice regarding whether remuneration allocable to tax-exempt income is taken into
account for purposes of allocating the $500,000 deduction limitation under section 162(m)(6). Moreover,
the IRS concludes that the taxpayer’s position in its refund claim (based on the 2017 CCA) does not
constitute a reasonable, good faith interpretation of section 4960.

Read GLAM 2026-001 (release date of February 13, 2026, and dated January 29, 2026)

For more information, contact your usual KPMG tax professional or one of the following
Washington National Tax professionals:

Ruth Madrigal | ruthmadrigal@kpmg.com

Preston Quesenberry | pquesenberry@kpmg.com

kpmg.com/socialmedia

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

" A generic legal advice memorandum constitutes internal IRS legal advice by the Office of Chief Counsel to assist IRS service
personnel in administering their duties. It is not binding law and cannot be used or cited as precedent.
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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. No one should act on
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