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SUMMARY

The Supreme Court held that a plaintiff stating a claim under ERISA § 1106(a)(1)(C) need only

plausibly allege the elements contained in that provision and need not plead that the exemptions in §

1108 do not apply. The Court concluded that § 1108 exemptions operate as affirmative defenses that

defendants must plead and prove. The Court reversed and remanded the Second Circuit's decision in

favor of Cornell University and other plan fiduciaries.
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Petitioners sought Supreme Court review of the Second Circuit's
affirmance of dismissal of their ERISA prohibited-transaction claim
under Federal Rule of Civil Procedure 12(b)(6).

Review of dismissal at the pleading stage under Federal Rule of Civil
Procedure 12(b)(6); the Court assessed whether the complaint
plausibly alleged the statutory elements of an ERISA prohibited
transaction.
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QUESTIONS PRESENTED

1. Whether a plaintiff asserting an ERISA prohibited-transaction claim under 29 U.S.C. § 1106(a)(1)(C)
must plead and prove that the exemptions in § 1108, particularly § 1108(b)(2)(A), do not apply.

2. Whether the § 1108 exemptions are elements of a § 1106(a)(1)(C) claim or affirmative defenses that

defendants must plead and prove.

HOLDINGS

1. To state a claim under 29 U.S.C. § 1106(a)(1)(C), a plaintiff need only plausibly allege that a fiduciary
caused a plan to engage in a transaction, knew or should have known that the transaction involved
furnishing goods, services, or facilities, and that the transaction was between the plan and a party in

interest. The plaintiff need not plead that a § 1108 exemption does not apply.

2. The phrase '[e]xcept as provided in section 1108' in § 1106(a) does not incorporate the § 1108

exemptions as elements of every § 1106(a) claim.

KEY QUOTATIONS

“The Court holds that § 1108 sets out affirmative defenses, so it is defendant fiduciaries who bear the burden
of pleading and proving that a § 1108 exemption applies to an otherwise prohibited transaction under §
1106.” (604 U.S. at 696)

“Section 1106(a)(1)(C)’s bar is categorical: Any transaction that satisfies its three elements is presumptively
unlawful.” (604 U.S. at 700)

“The Court today holds that plaintiffs seeking to state a claim under § 1106(a)(1)(C) need plead only that a

fiduciary engaged in a transaction proscribed therein, no more, no less.” (604 U.S. at 709)

FACTUAL BACKGROUND

Cornell administered two defined-contribution retirement plans in which current and former employees
participated. In 2011, Cornell retained TTAA and Fidelity to provide investment options and recordkeeping
services, compensating them from plan assets. Petitioners alleged that the plans paid substantially more than
reasonable recordkeeping fees and sued the plan fiduciaries under ERISA § 1106(a)(1)(C).

PROCEDURAL HISTORY

Cornell employees sued Cornell and other plan fiduciaries, alleging that the fiduciaries caused two retirement
plans to engage in prohibited transactions by paying TIAA and Fidelity allegedly excessive recordkeeping fees.
The Southern District of New York dismissed the claim, reasoning that plaintiffs had not alleged self-dealing or
other disloyal conduct. The Second Circuit affirmed on a different ground, holding that plaintiffs had to plead
that the transaction was unnecessary or involved unreasonable compensation under the ERISA exemptions in 29
U.S.C. § 1108(b)(2)(A). The Supreme Court reversed and remanded.



DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The case was remanded to the Second Circuit for further proceedings consistent with the opinion, allowing the §
1106(a)(1)(C) claim to proceed under the holding that plaintiffs need not plead the inapplicability of § 1108

exemptions.
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