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29 C.F.R. § 2550.408b-19

Statutory exemption for cross-trading of securities.

(a) In general. (1) Section 408(b)(19) of the Employee Retirement Income Security Act of 1974 (the Act)
exempts from the prohibitions of section 406(a)(1)(A) and 406(b)(2) of the Act any cross-trade of
securities if certain conditions are satisfied. Among other conditions, the exemption requires that the
investment manager adopt, and effect cross-trades 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:

(i) A description of the investment manager's pricing policies and procedures; and

(ii) The investment manager's policies and procedures for allocating cross-trades in an objective manner
among accounts participating in the cross-trading program.

(2) Section 4975(d)(22) of the Internal Revenue Code of 1986 (the Code) contains parallel provisions to section
408(b)(19) of the Act. Effective December 31, 1978, section 102 of Reorganization Plan No. 4 of 1978, 5 U.S.C. App.
214 (2000 ed.), transferred the authority of the Secretary of the Treasury to promulgate regulations of the type
published herein to the Secretary of Labor. Therefore, all references herein to section 408(b)(19) of the Act should
be read to include reference to the parallel provisions of section 4975(d)(22) of the Code.

(3) Section 408(b)(19)(D) of the Act requires that a plan fiduciary for each plan participating in the cross-trades
receive in advance of any cross-trades disclosure regarding the conditions under which the cross-trades may
take place, including the written policies and procedures described in section 408(b)(19)(H) of the Act. This
disclosure must be in a document that is separate from any other agreement or disclosure involving the asset
management relationship. For purposes of section 408(b)(19)(D) of the Act, the policies and procedures
furnished to the authorizing fiduciary must conform with the requirements of this regulation.
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