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other person on whose behalf such se-
curities are being distributed or from a
person who is participating in good
faith in the distribution of such block
of securities; or

(ii) A security purchased in good
faith by or for the account of the per-
son effecting the transaction for the
purpose of stabilizing the market price
of securities of the class being distrib-
uted or to cover an over-allotment or
other short position created in connec-
tion with such distribution.

(b) Each person participating in the
transaction must qualify on an indi-
vidual basis for an exemption pursuant
to this section.

§ 240.16a–8 Trusts.

(a) Persons subject to section 16—(1)
Trusts. A trust shall be subject to sec-
tion 16 of the Act with respect to secu-
rities of the issuer if the trust is a ben-
eficial owner, pursuant to § 240.16a–
1(a)(1), of more than ten percent of any
class of equity securities of the issuer
registered pursuant to section 12 of the
Act (‘‘ten percent beneficial owner’’).

(i) The trust is a beneficial owner,
pursuant to § 240.16a–1(a)(1), of more
than ten percent of any class of equity
securities of the issuer registered pur-
suant to section 12 of the Act (‘‘ten
percent beneficial owner’’); or

(ii) The trustee otherwise is subject
to section 16 of the Act and exercises or
shares investment control over the
issuer’s securities held by the trust,
and either the trustee or a member of
the trustee’s immediate family has a
pecuniary interest in the issuer’s secu-
rities held by the trust, except where
the trustee is:

(A) An entity or person that in the
ordinary course of business acts as
trustee, and is specified in § 240.16a–
1(a)(1) (i) through (viii); or

(B) An officer or director of the
issuer serving as trustee for the
issuer’s employee benefit plan trust.

(2) Trustees, beneficiaries, and settlors.
In determining whether a trustee, ben-
eficiary, or settlor is a ten percent ben-
eficial owner with respect to the issuer:

(i) Such persons shall be deemed the
beneficial owner of the issuer’s securi-
ties held by the trust, to the extent
specified by § 240.16a–1(a)(1); and

(ii) Settlors shall be deemed the ben-
eficial owner of the issuer’s securities
held by the trust where they have the
power to revoke the trust without the
consent of another person.

(b) Trust Holdings and Transactions.
Holdings and transactions in the
issuer’s securities held by a trust shall
be reported by the trustee on behalf of
the trust, if the trust is subject to sec-
tion 16 of the Act, except as provided
below. Holdings and transactions in the
issuer’s securities held by a trust
(whether or not subject to section 16 of
the Act) may be reportable by other
parties as follows:

(1) Trusts. The trust need not report
holdings and transactions in the
issuer’s securities held by the trust in
an employee benefit plan subject to the
Employee Retirement Income Security
Act over which no trustee exercises in-
vestment control.

(2) Trustees. If, as provided by
§ 240.16a–1(a)(2), a trustee subject to
section 16 of the Act has a pecuniary
interest in any holding or transaction
in the issuer’s securities held by the
trust, such holding or transaction shall
be attributed to the trustee and shall
be reported by the trustee in the trust-
ee’s individual capacity, as well as on
behalf of the trust. With respect to per-
formance fees and holdings of the
trustee’s immediate family, trustees
shall be deemed to have a pecuniary in-
terest in the trust holdings and trans-
actions in the following circumstances:

(i) A performance fee is received that
does not meet the proviso of § 240.16a–
1(a)(2)(ii)(C); or

(ii) At least one beneficiary of the
trust is a member of the trustee’s im-
mediate family. The pecuniary interest
of the immediate family member(s)
shall be attributed to and reported by
the trustee.

(3) Beneficiaries. A beneficiary subject
to section 16 of the Act shall have or
share reporting obligations with re-
spect to transactions in the issuer’s se-
curities held by the trust, if the bene-
ficiary is a beneficial owner of the se-
curities pursuant to § 240.16a–1(a)(2), as
follows:

(i) If a beneficiary shares investment
control with the trustee with respect
to a trust transaction, the transaction
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shall be attributed to and reported by
both the beneficiary and the trust;

(ii) If a beneficiary has investment
control with respect to a trust trans-
action without consultation with the
trustee, the transaction shall be attrib-
uted to and reported by the beneficiary
only; and

(iii) In making a determination as to
whether a beneficiary is the beneficial
owner of the securities pursuant to
§ 240.16a–1(a)(2), beneficiaries shall be
deemed to have a pecuniary interest in
the issuer’s securities held by the trust
to the extent of their pro rata interest
in the trust where the trustee does not
exercise exclusive investment control.

NOTE TO PARAGRAPH (B)(3): Transactions
and holdings attributed to a trust bene-
ficiary may be reported by the trustee on be-
half of the beneficiary, provided that the re-
port is signed by the beneficiary or other au-
thorized person. Where the transactions and
holdings are attributed both to the trustee
and trust beneficiary, a joint report may be
filed in accordance with § 240.16a–3(j).

(4) Settlors. If a settlor subject to sec-
tion 16 of the Act reserves the right to
revoke the trust without the consent of
another person, the trust holdings and
transactions shall be attributed to and
reported by the settlor instead of the
trust; Provided, however, That if the
settlor does not exercise or share in-
vestment control over the issuer’s se-
curities held by the trust, the trust
holdings and transactions shall be at-
tributed to and reported by the trust
instead of the settlor.

(c) Remainder interests. Remainder in-
terests in a trust are deemed not to
confer beneficial ownership for pur-
poses of section 16 of the Act, provided
that the persons with the remainder in-
terests have no power, directly or indi-
rectly, to exercise or share investment
control over the trust.

(d) A trust, trustee, beneficiary or
settlor becoming subject to section
16(a) of the Act pursuant to this rule
also shall be subject to sections 16(b)
and 16(c) of the Act.

[56 FR 7265, Feb. 21, 1991, as amended at 56
FR 19927, May 1, 1991; 61 FR 30392, June 14,
1996]

§ 240.16a–9 Stock splits, stock divi-
dends, and pro rata rights.

The following shall be exempt from
section 16 of the Act:

(a) The increase or decrease in the
number of securities held as a result of
a stock split or stock dividend applying
equally to all securities of a class, in-
cluding a stock dividend in which eq-
uity securities of a different issuer are
distributed; and

(b) The acquisition of rights, such as
shareholder or pre-emptive rights, pur-
suant to a pro rata grant to all holders
of the same class of equity securities
registered under section 12 of the Act.

NOTE: The exercise or sale of a pro rata
right shall be reported pursuant to § 240.16a–
4 and the exercise shall be eligible for exemp-
tion from section 16(b) of the Act pursuant
to § 240.16b–6(b).

[56 FR 7265, Feb. 21, 1991, as amended at 61
FR 30393, June 14, 1996]

§ 240.16a–10 Exemptions under section
16(a).

Except as provided in § 240.16a–6, any
transaction exempted from the require-
ments of section 16(a) of the Act, inso-
far as it is otherwise subject to the pro-
visions of section 16(b), shall be like-
wise exempt from section 16(b) of the
Act.

§ 240.16a–11 Dividend or interest rein-
vestment plans.

Any acquisition of securities result-
ing from the reinvestment of dividends
or interest on securities of the same
issuer shall be exempt from section 16
of the Act if the acquisition is made
pursuant to a plan providing for the
regular reinvestment of dividends or
interest and the plan provides for
broad-based participation, does not dis-
criminate in favor of employees of the
issuer, and operates on substantially
the same terms for all plan partici-
pants.

[61 FR 30393, June 14, 1996]

§ 240.16a–12 Domestic relations orders.

The acquisition or disposition of eq-
uity securities pursuant to a domestic
relations order, as defined in the Inter-
nal Revenue Code or Title I of the Em-
ployee Retirement Income Security
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