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29 U.S. Code §1108. Exemptions from prohibited
transactions

U.S. Code Notes

procedure for purposes of this subsection. Pursuant to such procedure, he
may grant a conditional or unconditional exemption of any fiduciary or
transaction, or class of fiduciaries or transactions, from all or part of the

this subsection unless he finds that such exemption is—

(1) administratively feasible,

determination on the record with respect to the findings required by
paragraphs (1), (2), and (3) of this subsection.
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(b) ENUMERATION OF TRANSACTIONS EXEMPTED FROM SECTION 1106
PROHIBITIONS The prohibitions provided in section 1106 of this title shall
not apply to any of the following transactions:

of the preceding sentence by reason of a loan repayment suspension
described under section 414(u)(4) of title 26.

(B) such loan is at an interest rate which is not in excess of a
reasonable rate.

bear a reasonable interest rate in a bank or similar financial institution
supervised by the United States or a State, if such bank or other

and employees of affiliates of such bank or other institution, or

(B) such investment is expressly authorized by a provision of the
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trustee with respect to such investment.

(5) Any contract for life insurance, health insurance, or annuities with

the total premiums and annuity considerations written for all lines of
insurance in that year by such insurers (not including premiums or

plan).

(6) The providing of any ancillary service by a bank or similar financial

(A) such bank or similar financial institution has adopted adequate
internal safeguards which assure that the providing of such ancillary
service is consistent with sound banking and financial practice, as

(B) the extent to which such ancillary service is provided is subject
to specific guidelines issued by such bank or similar financial

guidelines would reasonably preclude such bank or similar financial
institution from providing such ancillary service (i) in an excessive or
unreasonable manner, and (ii) in @ manner that would be

of employee benefit plans.

Such ancillary services shall not be provided at more than
reasonable compensation.
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(7) The exercise of a privilege to convert securities, to the extent

(A) the transaction is a sale or purchase of an interest in the fund,

(B) the bank, trust company, or insurance company receives not
more than reasonable compensation, and

(C) such transaction is expressly permitted by the instrument under

in the same manner as provided under section 1344 of this title
(relating to allocation of assets).

(10) Any transaction required or permitted under part 1 of subtitle E of
subchapter III.

1987, of any stock, if—

(A) the requirements of paragraphs (1) and (2) of subsection (e)
are met with respect to such stock,

(B) on the later of the date on which the stock was acquired by the

then in effect), and
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(C) such stock does not constitute a qualifying employer security
(as defined in section 1107(d)(5) of this title as in effect at the time
of the sale).

(13) Any transfer made before January 1, 2026, of excess pension

qualified transfer permitted under section 420 of title 26 (as in effect on
July 31, 2015).

(14) Any transaction in connection with the provision of investment
advice described in section 1002(21)(A)(ii) of this title to a participant
or beneficiary of an individual account plan that permits such
participant or beneficiary to direct the investment of assets in their
individual account, if—

(A) the transaction is—

the investment advice, or

(iii) the direct or indirect receipt of fees or other compensation

pursuant to the investment advice; and
(B) the requirements of subsection (g) are met.

(15)

(A) Any transaction involving the purchase or sale of securities, or
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(iv) the compensation associated with the purchase and sale is
not greater than the compensation associated with an arm’s
length 1 transaction with an unrelated party.

any trade of at least 10,000 shares or with a market value of at
least $200,000 which will be allocated across two or more unrelated
client accounts of a fiduciary.

(16) Any transaction involving the purchase or sale of securities, or

party in interest if—

(A) the transaction is executed through an electronic
communication network, alternative trading system, or similar
execution system or trading venue subject to regulation and
oversight by—

(i) the applicable Federal regulating entity, or

determine by regulation,

(B) either—

(i) the transaction is effected pursuant to rules designed to
match purchases and sales at the best price available through
the execution system in accordance with applicable rules of the
Securities and Exchange Commission or other relevant
governmental authority, or

(ii) neither the execution system nor the parties to the
transaction take into account the identity of the parties in the
execution of trades,
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(C) the price and compensation associated with the purchase and
sale are not greater than the price and compensation associated
with an arm’s length 1 transaction with an unrelated party,

(D) if the party in interest has an ownership interest in the system
or venue described in subparagraph (A), the system or venue has
been authorized by the plan sponsor or other independent fiduciary
for transactions described in this paragraph, and

(E) not less than 30 days prior to the initial transaction described in
this paragraph executed through any system or venue described in

notice of the execution of such transaction through such system or
venue.

(17)

(A) Transactions described in subparagraphs (A), (B), and (D) of
section 1106(a)(1) of this title between a plan and a person that is a

service provider described in subparagraph (F), (G), (H), or (I) of
section 1002(14) of this title, or both, but only if in connection with

Exchange Act of 1934 [15 U.S.C. 78f], taking into account
factors such as the size of the transaction and marketability
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issuer and of the party in interest, taking into account factors
such as the size of the transaction and marketability of the

is a generally recognized market, the fair market value of the
asset as determined in good faith by a fiduciary or fiduciaries in

custodian, fiduciary, or other party in interest, if—

(A) the transaction is in connection with the purchase, holding, or
sale of securities or other investment assets (other than a foreign
exchange transaction unrelated to any other investment in securities
or other investment assets),

(B) at the time the foreign exchange transaction is entered into, the
terms generally available in comparable arm’s length ! foreign
exchange transactions between unrelated parties, or the terms
comparable arm’s-length foreign exchange transactions involving
unrelated parties,

(C) the exchange rate used by such bank or broker-dealer (or
deviate by more than 3 percent from the interbank bid and asked
rates for transactions of comparable size and maturity at the time of
the transaction as displayed on an independent service that reports
rates of exchange in the foreign currency market for such currency,
and

have investment discretion, or provide investment advice, with
respect to the transaction.
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investment manager, if—

(A) the transaction is a purchase or sale, for no consideration other

market quotations are readily available,

(B) the transaction is effected at the independent current market

title 17, Code of Federal Regulations),

(C) no brokerage commission, fee (except for customary transfer
fees, the fact of which is disclosed pursuant to subparagraph (D)),
or other remuneration is paid in connection with the transaction,

(D) a fiduciary (other than the investment manager engaging in the

transaction authorizes in advance of any cross-trades (in a
document that is separate from any other written agreement of the
parties) the investment manager to engage in cross trades at the
investment manager’s discretion, after such fiduciary has received
disclosure regarding the conditions under which cross trades may
take place (but only if such disclosure is separate from any other
agreement or disclosure involving the asset management
relationship), including the written policies and procedures of the
investment manager described in subparagraph (H),

authorized cross trading under subparagraph (D) a quarterly report
detailing all cross trades executed by the investment manager in

bought or sold; (ii) the number of shares or units traded; (iii) the
parties involved in the cross-trade; and (iv) trade price and the
method used to establish the trade price,
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(G) the investment manager does not base its fee schedule on the

(H) the investment manager has adopted, and cross-trades are
effected in accordance with, written cross-trading policies and
procedures that are fair and equitable to all accounts participating in
the cross-trading program, and that include a description of the
manager’s pricing policies and procedures, and the manager’s
policies and procedures for allocating cross trades in an objective
manner among accounts participating in the cross-trading program,
and

(I) the investment manager has designated an individual
responsible for periodically reviewing such purchases and sales to
ensure compliance with the written policies and procedures
described in subparagraph (H), and following such review, the
individual shall issue an annual written report no later than 90 days
following the period to which it relates signed under penalty of

subparagraph (D) describing the steps performed during the course
of the review, the level of compliance, and any specific instances of
non-compliance.

investment manager’s cross-trading program at any time.

(20)

(A) Except as provided in subparagraphs (B) and (C), a transaction
described in section 1106(a) of this title in connection with the

acquisition, holding, or disposition of any security or commodity, if
the transaction is corrected before the end of the correction period.

(B) Subparagraph (A) does not apply to any transaction between a

(as defined in section 1107(d)(2) of this title).

(C) In the case of any fiduciary or other party in interest (or any

https://www.law.cornell.edu/uscode/text/29/1108
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subparagraph (A) does not apply to any transaction if, at the time
the transaction occurs, such fiduciary or party in interest (or other

transaction would (without regard to this paragraph) constitute a
violation of section 1106(a) of this title.

(D) For purposes of this paragraph, the term “correction period”
means, in connection with a fiduciary or party in interest (or other

discovered, that the transaction would (without regard to this
paragraph) constitute a violation of section 1106(a) of this title.

(E) For purposes of this paragraph—

section 475(c)(2) of title 26 (without regard to subparagraph (F)
(iii) and the last sentence thereof).

section 475(e)(2) of title 26 (without regard to subparagraph (D)

(iii) thereof).

(c) FIDUCIARY BENEFITS AND COMPENSATION NOT PROHIBITED BY
SECTION 1106 Nothing in section 1106 of this title shall be construed to
prohibit any fiduciary from—

(2) receiving any reasonable compensation for services rendered, or
for the reimbursement of expenses properly and actually incurred, in

https://www.law.cornell.edu/uscode/text/29/1108
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agent, or other representative of a party in interest.

(d) OWNER-EMPLOYEES; FAMILY MEMBERS; SHAREHOLDER EMPLOYEES

(1) Section 1107(b) of this title and subsections (b), (c), and (e) of

defined in section 401(c)(3) of title 26), a member of the family
(as defined in section 267(c)(4) of such title) of any such owner-

owns, directly or indirectly, 50 percent or more of the total
combined voting power of all classes of stock entitled to vote or 50
percent or more of the total value of shares of all classes of stock
of the corporation.

(2)
(A) For purposes of paragraph (1), the following shall be treated as

title.

https://www.law.cornell.edu/uscode/text/29/1108
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(B) Paragraph (1)(C) shall not apply to a transaction which consists

corporation in which such a shareholder-employee owns stock
representing a 50 percent or greater interest described in
paragraph (1).

subparagraph (A).

(3) For purposes of paragraph (2), the term “shareholder-employee”

1361(a)(1) of such title) who owns (or is considered as owning within
the meaning of section 318(a)(1) of such title) more than 5 percent of
the outstanding stock of the corporation on any day during the taxable
year of such corporation.

(E) ACQUISITION OR SALE BY PLAN OF QUALIFYING EMPLOYER
SECURITIES; ACQUISITION, SALE, OR LEASE BY PLAN OF QUALIFYING

1107(d)(4) of this title)—

(1) if such acquisition, sale, or lease is for adequate consideration (or
in the case of a marketable obligation, at a price not less favorable to

(2) if no commission is charged with respect thereto, and

(3) if—
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the lease or acquisition is not prohibited by section 1107(a) of this

(f) APPLICABILITY OF STATUTORY PROHIBITIONS TO MERGERS OR
TRANSFERS

Section 1106(b)(2) of this title shall not apply to any merger or transfer
described in subsection (b)(11).

(g) PROVISION OF INVESTMENT ADVICE TO PARTICIPANT AND
BENEFICIARIES

(1) IN GENERAL

The prohibitions provided in section 1106 of this title shall not apply to
transactions described in subsection (b)(14) if the investment advice
provided by a fiduciary adviser is provided under an eligible investment
advice arrangement.

(2) ELIGIBLE INVESTMENT ADVICE ARRANGEMENT For purposes of this
subsection, the term “eligible investment advice arrangement” means
an arrangement—

(A) which either—

(i) provides that any fees (including any commission or other
compensation) received by the fiduciary adviser for investment
advice or with respect to the sale, holding, or acquisition of any

assets do not vary depending on the basis of any investment
option selected, or

(ii) uses a computer model under an investment advice program
meeting the requirements of paragraph (3) in connection with
the provision of investment advice by a fiduciary adviser to a
participant or beneficiary, and

(B) with respect to which the requirements of paragraph (4), (5),
(6), (7), (8), and (9) are met.

(3) INVESTMENT ADVICE PROGRAM USING COMPUTER MODEL

(A) In general

An investment advice program meets the requirements of this
paragraph if the requirements of subparagraphs (B), (C), and (D)
are met.
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