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(i) Loans Witk Resrect 1o WHicH Enriovers ARE Pronsiten Frox Prenc-

. 1nG Cerraln Assers.—Subsection (¢)(1) shall not:apply to a loan madc by 2
trust described in section 401(a) to the employcr (or to a rencwal of such 2 loan
or, if the loan is rcpayable upon demand, to a continuation of such a loan) if the

loan bears a reasonable rate of interest, and if (in the case of a making or

tencwal)— ) X
(1) the employer is prohibited (at the time of such making or'rcncwal)
by any law of the United States or regulation thcrcux}der from directly or
indirectly pledging, as sceurity for such a loan, a particular class or classes
of his assets the valoe of which (at'such time) represents more than one-half

of the valuc of all his assets;

(2) the making or rencwal, as the casc may be, is approved in writing
as an investment which is consistent with the exempt purposcs of the
trust by a trustee who is independent of the employer, and no other such
trustee had previously refused to give such written approval; and

_ (3) immediately following the making or renewal, as the casc may be,
the aggregate amount loaned by the trust to the employcr, without the receipt

‘of adequate sccurity, does nof exceed 25 percent of the value of all the assets
of the trust. ’ . .
For purposcs of paragraph (2), the term “trustee” means, with respect to any
trust for which therc is more than one trustec who is independent of the em-
ployer, = majority of such independent trustees. For purposes of paragraph (3),
the determination as to whether any amount lozned by the trust to the employer
is Joancd without the receipt of adequate security shall be made without regard
to subsection (h).
ST e T [See. 503G
() Trusts Beneriming - CERTAIN OWNER-EMPLOYEES.~—
© - (1) PrombiteD TRANSACTIONS.—In the case of a trust described in section
-:401(a) which is part of a plan providing contributions or benefits for em-
ployees some or all of whom are owner-employees (as defined in section
401(c)(3)) who control (within the meaning of section 401(d)(9)(B)) the
‘- ‘trade or business with respect to which the plan is established, the term “pro-
* hibited transaction” also means any transaction in which such trust, directly
© or indirectly— : ’
(A) lends any part of the corpus or income of the trust to;
. (B) pays any compensation for personal services rendered to the
trust to;
(C) makes any part of its services available on a preferential basis
to;" or . T
(D) acquires for the trust any property from, or sells any property to;

any person described in subsection (c) or to any such owner-employee, 2
member of the family (as defined in seétion 267(c)(4)) of any such owner-
employce, or a corporation controlled by any such owner-employce through
the ownership, directly or indircctly, of 50 percent or more of the total com-
bined voting power of all classes of stock entitied to vote or 50 percent or
more of the total value of shares of all classes of stock of the corporation.

(2) SrecrAL RULE For LOANS.—For purposes of the application of paragrapl:
(1)(A), the following rules shall apply with respect to a loan made befose
the date of the cnactment of this subscction which would be a prohibited
transaction if made in a taxable year beginning after December 31, 1962:

(A) If any part of the loan is repayable prior to December 31, 1965,
the renewal of such part of the loan for a period not extending beyond
Deceinber 31, 1965, on the same terms, shall not be considercd a pro-
hibited. transaction, . . . . v

T, .+« (B) If the loan is repayable on demand, the continuation of the loan
.~ -beyond December 31, 1965, shall be considered a prohibited transaction.



