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PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1994

For provisions directing that if any amendments
made by subtitle B [§§521-523] of title V of Pub. L.
102-318 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1994, see
section 523 of Pub. L. 102-318, set out as a note under
section 401 of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

§4974. Excise tax on certain accumulations in
qualified retirement plans

(a) General rule

If the amount distributed during the taxable
year of the payee under any qualified retirement
plan or any eligible deferred compensation plan
(as defined in section 457(b)) is less than the
minimum required distribution for such taxable
year, there is hereby imposed a tax equal to 25
percent of the amount by which such minimum
required distribution exceeds the actual amount
distributed during the taxable year. The tax im-
posed by this section shall be paid by the payee.
(b) Minimum required distribution

For purposes of this section, the term ‘‘min-
imum required distribution” means the min-
imum amount required to be distributed during
a taxable year under section 401(a)(9), 403(b)(10),
408(a)(6), 408(b)(3), or 457(d)(2), as the case may
be, as determined under regulations prescribed
by the Secretary.

(¢) Qualified retirement plan

For purposes of this section, the term ‘‘quali-
fied retirement plan’ means—

(1) a plan described in section 401(a) which
includes a trust exempt from tax under sec-
tion 501(a),

(2) an annuity plan described in section
403(a),

(3) an annuity contract described in section
403(b),

(4) an individual retirement account de-
scribed in section 408(a), or

(6) an individual retirement annuity de-
scribed in section 408(b).

Such term includes any plan, contract, account,
or annuity which, at any time, has been deter-
mined by the Secretary to be such a plan, con-
tract, account, or annuity.

(d) Waiver of tax in certain cases

If the taxpayer establishes to the satisfaction
of the Secretary that—

(1) the shortfall described in subsection (a)
in the amount distributed during any taxable
year was due to reasonable error, and

(2) reasonable steps are being taken to rem-
edy the shortfall,

the Secretary may waive the tax imposed by
subsection (a) for the taxable year.
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(e) Reduction of tax in certain cases
(1) Reduction
In the case of a taxpayer who—

(A) receives a distribution, during the cor-
rection window, of the amount which re-
sulted in imposition of a tax under sub-
section (a) from the same plan to which such
tax relates, and

(B) submits a return, during the correction
window, reflecting such tax (as modified by
this subsection),

the first sentence of subsection (a) shall be ap-
plied by substituting ‘10 percent’ for ‘25 per-
cent”.

(2) Correction window

For purposes of this subsection, the term
‘“‘correction window’’> means the period of time
beginning on the date on which the tax under
subsection (a) is imposed with respect to a
shortfall of distributions from a plan described
in subsection (a), and ending on the earliest
of—

(A) the date of mailing a notice of defi-
ciency with respect to the tax imposed by
subsection (a) under section 6212,

(B) the date on which the tax imposed by
subsection (a) is assessed, or

(C) the last day of the second taxable year
that begins after the end of the taxable year
in which the tax under subsection (a) is im-
posed.

(Added Pub. L. 93-406, title II, §2002(e), Sept. 2,
1974, 88 Stat. 967; amended Pub. L. 94-455, title
XIX, §1906(b)(13)(A), Oct. 4, 1976, 90 Stat. 1834;
Pub. L. 95-600, title I, §157(i)(1), Nov. 6, 1978, 92
Stat. 2808; Pub. L. 99-514, title XI, §1121(a)(1),
title XVIII, §1852(a)(7)(B), (C), Oct. 22, 1986, 100
Stat. 2464, 2866; Pub. L. 117-328, div. T, title III,
§302(a), (b), Dec. 29, 2022, 136 Stat. 5339.)

Editorial Notes
AMENDMENTS

2022—Subsec. (a). Pub. L. 117-328, §302(a), substituted
‘25 percent’’ for ‘50 percent’’.

Subsec. (e). Pub. L. 117-328, §302(b), added subsec. (e).

1986—Pub. L. 99-514, §1121(a)(1), amended section gen-
erally, substituting provisions imposing an excise tax
on certain accumulations in qualified retirement plans
for provisions imposing an excise tax on certain accu-
mulations in individual retirement accounts and annu-
ities.

Subsec. (a). Pub. L. 99-514, §1852(a)(7)(B), substituted
‘‘section 408(a)(6) or 408(b)(3)” for ‘‘section 408(a)(6) or
(7), or 408(b)(3) or (4)”.

Subsec. (b). Pub. L. 99-514, §1852(a)(7)(C), substituted
‘‘section 408(a)(6) or 408(b)(3) for ‘‘section 408(a)(6) or
(7) or 408(b)(3) or (4)”.

1978—Subsec. (¢). Pub. L. 95-600 added subsec. (c).

1976—Subsec. (b). Pub. L. 94-455 struck out ‘‘or his
delegate’ after ‘‘Secretary’’.

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE OF 2022 AMENDMENT

Pub. L. 117-328, div. T, title III, §302(c), Dec. 29, 2022,
136 Stat. 5339, provided that: ‘“‘The amendments made
by this section [amending this section] shall apply to
taxable years beginning after the date of the enactment
of this Act [Dec. 29, 2022].”

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 1121(a)(1) of Pub. L. 99-514 ap-
plicable to years beginning after Dec. 31, 1988, with spe-
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cial provisions for plans maintained pursuant to collec-
tive bargaining agreements ratified before Mar. 1, 1986,
and transition rules, see section 1121(d) of Pub. L.
99-514, set out as a note under section 401 of this title.

Amendment by section 1852(a)(7)(B), (C) of Pub. L.
99-514 effective, except as otherwise provided, as if in-
cluded in the provisions of the Tax Reform Act of 1984,
Pub. L. 98-369, div. A, to which such amendment re-
lates, see section 1881 of Pub. L. 99-514, set out as a note
under section 48 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Pub. L. 95600, title I, §157(i)(2), Nov. 6, 1978, 92 Stat.
2809, provided that: ‘“The amendment made by para-
graph (1) [amending this section] shall apply to taxable
years beginning after December 31, 1975.”

EFFECTIVE DATE

Section effective Jan. 1, 1975, see section 2002(i)(2) of
Pub. L. 93-406, set out as an Effective Date note under
section 4973 of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

§4975. Tax on prohibited transactions
(a) Initial taxes on disqualified person

There is hereby imposed a tax on each prohib-
ited transaction. The rate of tax shall be equal
to 15 percent of the amount involved with re-
spect to the prohibited transaction for each year
(or part thereof) in the taxable period. The tax
imposed by this subsection shall be paid by any
disqualified person who participates in the pro-
hibited transaction (other than a fiduciary act-
ing only as such).

(b) Additional taxes on disqualified person

In any case in which an initial tax is imposed
by subsection (a) on a prohibited transaction
and the transaction is not corrected within the
taxable period, there is hereby imposed a tax
equal to 100 percent of the amount involved. The
tax imposed by this subsection shall be paid by
any disqualified person who participated in the
prohibited transaction (other than a fiduciary
acting only as such).

(e) Prohibited transaction

(1) General rule

For purposes of this section, the term ‘‘pro-
hibited transaction” means any direct or indi-
rect—

(A) sale or exchange, or leasing, of any
property between a plan and a disqualified
person;

(B) lending of money or other extension of
credit between a plan and a disqualified per-
son;

(C) furnishing of goods, services, or facili-
ties between a plan and a disqualified per-
son;

(D) transfer to, or use by or for the benefit
of, a disqualified person of the income or as-
sets of a plan;

(B) act by a disqualified person who is a fi-
duciary whereby he deals with the income or
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assets of a plan in his own interest or for his
own account; or

(F) receipt of any consideration for his
own personal account by any disqualified
person who is a fiduciary from any party
dealing with the plan in connection with a
transaction involving the income or assets
of the plan.

(2) Special exemption

The Secretary shall establish an exemption
procedure for purposes of this subsection. Pur-
suant to such procedure, he may grant a con-
ditional or unconditional exemption of any
disqualified person or transaction, orders of
disqualified persons or transactions, from all
or part of the restrictions imposed by para-
graph (1) of this subsection. Action under this
subparagraph may be taken only after con-
sultation and coordination with the Secretary
of Labor. The Secretary may not grant an ex-
emption under this paragraph unless he finds
that such exemption is—

(A) administratively feasible,

(B) in the interests of the plan and of its
participants and beneficiaries, and

(C) protective of the rights of participants
and beneficiaries of the plan.

Before granting an exemption under this para-
graph, the Secretary shall require adequate
notice to be given to interested persons and
shall publish notice in the Federal Register of
the pendency of such exemption and shall af-
ford interested persons an opportunity to
present views. No exemption may be granted
under this paragraph with respect to a trans-
action described in subparagraph (E) or (F) of
paragraph (1) unless the Secretary affords an
opportunity for a hearing and makes a deter-
mination on the record with respect to the
findings required under subparagraphs (A), (B),
and (C) of this paragraph, except that in lieu
of such hearing the Secretary may accept any
record made by the Secretary of Labor with
respect to an application for exemption under
section 408(a) of title I of the Employee Retire-
ment Income Security Act of 1974.

(38) Special rule for individual retirement ac-
counts

An individual for whose benefit an indi-
vidual retirement account is established and
his beneficiaries shall be exempt from the tax
imposed by this section with respect to any
transaction concerning such account (which
would otherwise be taxable under this section)
if, with respect to such transaction, the ac-
count ceases to be an individual retirement
account by reason of the application of section
408(e)(2)(A) or if section 408(e)(4) applies to
such account.

(4) Special rule for Archer MSAs

An individual for whose benefit an Archer
MSA (within the meaning of section 220(d)) is
established shall be exempt from the tax im-
posed by this section with respect to any
transaction concerning such account (which
would otherwise be taxable under this section)
if section 220(e)(2) applies to such transaction.
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