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with paragraph A-2(e) of §1.401(a)(9)-2,
the required minimum distribution for
each calendar year for an employee
who is not a 5-percent owner for pur-
poses of this section will be the lesser
of the amount determined based on the
required beginning date as set forth in
A-2(a) of §1.401(a)(9)-2 or the required
beginning date under the plan. Thus,
for example, if an employee dies after
attaining age 70%, but before April 1 of
the calendar year following the cal-
endar year in which the employee re-
tired, and there is no designated bene-
ficiary as of September 30 of the year
following the employee’s year of death,
required minimum distributions for
calendar years after the calendar year
containing the employee’s date of
death may be based on either the appli-
cable distribution period provided
under either the 5-year rule of A-1 of
§1.401(a)(9)-3 or the employee’s remain-
ing life expectancy as set forth in A-
5(c)(3) of §1.401(a)(9)-5.

Q-5. If there is any remaining benefit
with respect to an employee (or IRA
owner) after any calendar year in
which the entire remaining benefit is
required to be distributed under sec-
tion 401(a)(9), what is the amount of
the required minimum distribution for
each calendar year subsequent to such
calendar year?

A-b5. If there is any remaining benefit
with respect to an employee (or IRA
owner) after the calendar year in which
the entire remaining benefit is re-
quired to be distributed, the required
minimum distribution for each cal-
endar year subsequent to such calendar
year is the entire remaining benefit.

Q-6. With respect to which calendar
year is the excise tax under section
4974 imposed in the case in which the
amount not distributed is an amount
required to be distributed by April 1 of
a calendar year (by the employee’s or
individual’s required beginning date)?

A-6. In the case in which the amount
not paid is an amount required to be
paid by April 1 of a calendar year, such
amount is a required minimum dis-
tribution for the previous calendar
year, i.e., for the employee’s or the in-
dividual’s first distribution calendar
year. However, the excise tax under
section 4974 is imposed for the calendar
year containing the last day by which
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the amount is required to be distrib-
uted, i.e., the calendar year containing
the employee’s or individual’s required
beginning date, even though the pre-
ceding calendar year is the calendar
year for which the amount is required
to be distributed. There is also a re-
quired minimum distribution for the
calendar year which contains the em-
ployee’s or individual’s required begin-
ning date. Such distribution is also re-
quired to be made during the calendar
year which contains the employee’s or
individual’s required beginning date.

Q-7. Are there any circumstances
when the excise tax under section 4974
for a taxable year may be waived?

A-T7. (a) Reasonable cause. The tax
under section 4974(a) may be waived if
the payee described in section 4974(a)
establishes to the satisfaction of the
Commissioner the following—

(1) The shortfall described in section
4974(a) in the amount distributed in
any taxable year was due to reasonable
error; and

(2) Reasonable steps are being taken
to remedy the shortfall.

(b) Automatic waiver. The tax under
section 4974 will be automatically
waived, unless the Commissioner deter-
mines otherwise, if—

(1) The payee described in section
4974(a) is an individual who is the sole
beneficiary and whose required min-
imum distribution amount for a cal-
endar year is determined under the life
expectancy rule described in
§1.401(a)(9)-3 A-3 in the case of an em-
ployee’s or individual’s death before
the employee’s or individual’s required
beginning date; and

(2) The employee’s or individual’s en-
tire benefit to which that beneficiary is
entitled is distributed by the end of the
fifth calendar year following the cal-
endar year that contains the employ-
ee’s or individual’s date of death.

[T.D. 8987, 67 FR 19026, Apr. 17, 2002; 67 FR
35732, May 21, 2002]

§54.4975-1 General rules relating to
excise tax on prohibited trans-
actions.

(a) Scope. This section provides gen-
eral rules for the imposition of the ex-
cise taxes on prohibited transactions.
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(b) Initial tax. Section 4975(a) imposes
an initial tax on each prohibited trans-
action. The initial tax is 5 percent of
the amount involved with respect to
the prohibited transaction for each
yvear (or part thereof) in the taxable pe-
riod.

(c) Additional tax. Section 4975(b) im-
poses an excise tax in any case in
which an initial tax is imposed under
section 4975(a) on a prohibited trans-
action and the prohibited transaction
is not corrected within the taxable pe-
riod (as defined in paragraph (d) of this
section). The additional tax is 100 per-
cent of the amount involved with re-
spect to the prohibited transaction.

(d) Taxable period—(1) In general. For
purposes of any prohibited transaction,
the term ‘‘taxable period” means the
period beginning with the date on
which the prohibited transaction oc-
curs and ending on the earliest of:

(i) The date of mailing of a notice of
deficiency under section 6212 with re-
spect to the tax imposed by section
4975(a);

(ii) The date on which correction of
the prohibited transaction is com-
pleted; or

(iii) The date on which the tax im-
posed by section 4975(a) is assessed.

(2) Special rule. Where a notice of defi-
ciency referred to in paragraph (d)(1)(1)
of this section is not mailed because a
waiver of the restrictions on assess-
ment and collection of a deficiency has
been accepted or because the deficiency
is paid, the date of filing of the waiver
or the date of such payment, respec-
tively, shall be treated as the end of
the taxable period.

[T.D. 8084, 51 FR 16305, May 2, 1986]

§54.4975-6 Statutory exemptions for
office space or services and certain
transactions involving financial in-
stitutions.

(a) Exemption for office space or serv-
ices—(1) In general. Section 4975(d)(2)
exempts from the excise taxes imposed
by section 4975 payment by a plan to a
disqualified person, including a fidu-
ciary, for office space or any service (or
a combination of services), if (i) such
office space or service is necessary for
the establishment or operation of the
plan; (ii) such office space or service is
furnished under a contract or arrange-
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ment which is reasonable; and (iii) no
more than reasonable compensation is
paid for such office space or service.
However, section 4975(d)(2) does not
contain an exemption for acts de-
scribed in section 4975(c)(1)(E) (relating
to fiduciaries dealing with the income
or assets of plans in their own interest
or for their own account) or acts de-
scribed in section 4975(c)(1)(F') (relating
to fiduciaries receiving consideration
for their own personal account from
any party dealing with a plan in con-
nection with a transaction involving
the income or assets of the plan). Such
acts are separate transactions not de-
scribed in section 4975(d)(2). See
§§54.4975-6(a)(56) and 54.4975-6(a)(6) for
guidance as to whether transactions re-
lating to the furnishing of office space
or services by fiduciaries to plans in-
volve acts described in section
4975(c)(1)(E).

Section 4975(d)(2) does not contain an
exemption from other provisions of the
Code, such as section 401, or other pro-
visions of law which may impose re-
quirements or restrictions relating to
the transactions which are exempt
under section 4975(d)(2). See, for exam-
ple, the general fiduciary responsi-
bility provisions of section 404 of the
Employee Retirement Income Security
Act of 1974 (the Act) (88 Stat. 877). The
provisions of section 4975(d)(2) are fur-
ther limited by the flush language at
the end of section 4975(d) (relating to
transactions with owner-employees and
related persons).

(2) Necessary service. A service is nec-
essary for the establishment or oper-
ation of a plan within the meaning of
section 4975(d)(2) and §54.4975-6(a)(1)(1)
if the service is appropriate and helpful
to the plan obtaining the service in
carrying out the purposes for which the
plan is established or maintained. A
person providing such a service to a
plan (or a person who is disqualified
person solely by reason of a relation-
ship to such a service provider de-
scribed in section 4975(e)(2) (F), (G),
(H), or (I)) may furnish goods which are
necessary for the establishment or op-
eration of the plan in the course of, and
incidental to, the furnishing of such
service to the plan.
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