
29 C.F.R. § 2560.502i-1
Civil penalties under section 502(i).

(a) In general. Section 502(i) of the Employee Retirement Income Security Act of 1974 (ERISA or the Act)
permits the Secretary of Labor to assess a civil penalty against a party in interest who engages in a
prohibited transaction with respect to an employee benefit plan other than a plan described in section
4975(e)(1) of the Internal Revenue Code (the Code). The initial penalty under section 502(i) is five percent
of the total “amount involved” in the prohibited transaction (unless a lesser amount is otherwise agreed to
by the parties). However, if the prohibited transaction is not corrected during the “correction period,” the
civil penalty shall be 100 percent of the “amount involved” (unless a lesser amount is otherwise agreed to
by the parties). Paragraph (b) of this section defines the term “amount involved,” paragraph (c) defines
the term “correction,” and paragraph (d) defines the term “correction period.” Paragraph (e) illustrates
the computation of the civil penalty under section 502(i). Paragraph (f) is a cross reference to the
Department's procedural rules for section 502(i) proceedings.

(b) Amount involved. Section 502(i) of ERISA states that the term “amount involved” in that section shall be
defined as it is defined under section 4975(f)(4) of the Code. As provided in 26 CFR 141.4975.13, 26 CFR
53.4941(e)-1(b) is controlling with respect to the interpretation of the term “amount involved” under
section 4975 of the Code. Accordingly, the Department of Labor will apply the principles set out at 26 CFR
53.4941(e)-1(b) in determining the “amount involved” in a transaction subject to the civil penalty provided
by section 502(i) of the Act and this section.
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