

SAMPLE
LOAN PROGRAM[footnoteRef:1], [footnoteRef:2]
FOR THE
[PLAN NAME][footnoteRef:3] (the “Plan”) [1:  Note to Employer:  The Employer, as Plan Administrator, shall be solely responsible for administering a Participant loan program. As Plan Administrator, you will need to determine if loans are permitted under your plan by checking the plan’s adoption agreement or by calling the Plan Administrator Line at 800.752.6313. In addition, you will need to ensure that the Participant loan program is operated in accordance with the terms of the plan and the loan program. Deviating from the terms of the plan and the loan program may constitute an operational failure for the plan that requires correction under the terms of the Internal Revenue Service Employee Plans Compliance Resolution System, and separately may result in a prohibited transaction under Department of Labor Rules that requires correction under the Department of Labor’s Voluntary Fiduciary Correction Program.]  [2:  Note to Employer:  This is a sample document. The Employer, as Plan Administrator, is responsible for the content of any finalized loan program and for ensuring that the loan program accords with plan requirements and ABA Retirement Funds Program rules.]  [3:  Note to Employer:  Insert the name of your plan, as found on line 1(a) “Name of Employer Plan” in the Adoption Agreement.] 

The [Employer Name][footnoteRef:4] (“Employer”), as Plan Administrator[footnoteRef:5] for the Plan has established this loan program pursuant to the terms of the Plan and the terms set forth herein (the “Loan Program”). The Loan Program may be revised at any time by the Plan Administrator.[footnoteRef:6] In the event of any conflict between the terms of the Plan and the terms set forth herein, the terms of the Plan shall control. [4:  Note to Employer:  Insert the Employer name, as found on line 2(a) “Employer Name” in the Adoption Agreement.]  [5:  Capitalized terms not defined herein shall have the same meaning as defined in the plan.]  [6:  Note to Employer:  Any changes must accord with plan terms and current administration of the loan program.] 

The ABA Retirement Funds Program has been designated by the Plan Administrator to act as the Loan Program Administrator. The Loan Program Administrator’s responsibilities are to review, process, and approve or deny all loan applications in accordance with the Loan Program and the Plan and to implement additional loan procedures not set forth herein that are not inconsistent with this Loan Program and the Plan.
1. LOAN ELIGIBILITY.  A Participant other than a former Employee may borrow against his or her account under the Plan pursuant to the terms and conditions of this Loan Program. 
The Loan Administrator may use its discretion to consider, in a uniform and nondiscriminatory manner, any reasonable factors which it deems relevant in determining whether to approve loan requests.[footnoteRef:7] [7:  Note to Employer:  By participating in the ABA Retirement Funds Program, the Plan Administrator has generally designated the ABA Retirement Funds Program to act as the Loan Program Administrator and to review, process, and approve or deny all loan applications. Such delegation is necessary if the Plan Administrator permits paperless loan applications.

If the Plan Administrator wishes to apply additional loan eligibility conditions or rules, the Plan Administrator must (1) call the Plan Administrator Line at 800.752.6313 to confirm that such additional conditions or rules may be administered and, if so, (2) revise the loan program to reflect such additional conditions and rules and (3) notify the ABA Retirement Funds Program that paperless loan applications should not be accepted and a Participant may not borrow against his or her account under the Plan unless and until the Plan Administrator has expressly approved such Participant’s loan request and provided applicable forms to the ABA Retirement Funds.
] 

2. APPLYING FOR A LOAN.  The Loan Program Administrator shall, in its sole discretion, determine whether a Participant qualifies for a loan. A request to obtain a loan will not be processed or approved until the applicant has completed all of the requirements of the loan application process, including providing any required information or documentation (which may include spousal consent) and signing any required forms.
A Participant may obtain additional information and may generally request a loan by logging into his or her account at abaretirement.com or by calling the ABA Retirement Funds Program at 800.348.2272. In certain circumstances a Participant may be required to request a loan by submitting a paper form (e.g., if your Employer has opted out of PWEB, if spousal consent is required or if the loan will be taken for the purpose of acquiring a principal residence as determined under Treasury Regulation Section 1.121-1).
3. LOAN AMOUNT.  The minimum principal balance of any loan under the Plan shall be $1,000. The aggregate amount of all outstanding loans to a Participant from the Plan and any other tax-qualified plans sponsored by the Employer or any other entity that is a member of the same controlled group as the Employer (within the meaning of Section 414 of the Internal Revenue Code of 1986, as amended (the “Code”)) (such plans, the “Controlled Group Plans”) shall not exceed the lesser of:
a. $50,000, reduced by the excess, if any, of (x) the Participant’s highest outstanding balance of loans under the Controlled Group Plans during the period beginning one year and one day prior to the date on which the loan is made and ending on the day prior to the date on which the loan is made, over (y) the outstanding balance of loans from such plans on the date on which the loan is made; and
b. 50% of the Participant’s vested account under the Plan as of the date on which the loan is made.
Notwithstanding the foregoing, the Plan Administrator may, in its sole discretion, restrict the amount to be disbursed pursuant to any loan request if consistent with this Loan Program and the Plan and so long as any such restriction has been communicated to the ABA Retirement Funds Program prior to the applicable disbursement.
4. NUMBER OF LOANS.  Participants are permitted to have up to [two (2)][footnoteRef:8] loans under the Plan in any single Plan year and may have no more than [five (5)][footnoteRef:9] outstanding loans under the Plan at any particular time. [8:  Note to Employer:  This is the maximum under Plan terms and will be the standard limit administered by the ABA Retirement Funds Program unless the Employer provides notice to the ABA Retirement Funds of a lower limit.]  [9:  Note to Employer:  This is the maximum under Plan terms and will be the standard limit administered by the ABA Retirement Funds Program unless the Employer provides notice to the ABA Retirement Funds of a lower limit. You should update this loan policy to reflect the actual limits to be administered under your plan. ] 

5. REQUIRED SECURITY.  A loan shall be evidenced by a legally enforceable agreement in such form as is permissible by law and prescribed by the ABA Retirement Funds Program, specifying the amount of the loan, with interest, the date of the loan and the repayment schedule. 
A loan shall be secured by the vested portion of the Participant’s account under the Plan in an amount equal to the initial principal amount of such loan. In no event shall more than 50% of the Participant’s vested account under the Plan (determined immediately after origination of the loan) be used as security for any and all loans under the Plan.
6. TERM.  The period of repayment shall be determined by mutual agreement with the Participant. Such period of repayment may not be greater than five (5) years unless the loan is used to acquire a principal residence, as determined under Treasury Regulation Section 1.121-1, in which case the term shall be determined when the loan is made. 
7. LOAN FEES.  No loan fees will be charged to a Participant as the result of a loan request. A Participant requesting a loan shall, as a condition of receiving such loan, pay directly any state documentary stamp and other taxes required to be paid on such loan.
8. INTEREST RATE.  The interest rate for a loan under the Plan shall be fixed for the term of loan and shall be a reasonable rate of interest which is commensurate with the interest rate then being charged by persons in the business of lending money for commercial loans that would be made under similar circumstances, as determined by the ABA Retirement Funds Program at the time the loan is approved. For information about the current rate, a Participant may call 800.348.2272.
9. FUND SOURCE.  Loans are taken pro-rata from all contribution sources and, unless otherwise specified by the Participant using the Loan Request Form, from amounts invested in all relevant investment options (subject to Plan rules). The borrowed funds will no longer be invested in any of the investment options under the Plan.
10. LOAN REPAYMENT.  
a. Level Amortization.  The loan must provide for repayment on a level amortization schedule, not less than quarterly. Loan repayments are to be made in after-tax dollars and repayment will commence as soon as administratively practicable after the date the Participant receives the loan proceeds.
b. Method of Payment.  Payments may be made by payroll deduction or if payment by payroll deduction is not possible or is not required by the Employer, payments shall be made by personal check made to the order of the ABA Retirement Funds Program received in good order on or before the last business day of each payment period. 
c. Allocation of Repaid Amounts.  Repayments of principal, along with any interest paid on principal will be allocated according to the current investment option allocation percentages on file for the Participant.
d. Leaves of Absence.[footnoteRef:10]  Loan repayments will not be suspended during any leave of absence. [10:  Note to Employer:  Unless the Employer, as Plan Administrator, takes action to amend the Loan Program and notify the ABA Retirement Funds Program, loan repayments will not be suspended during any leave of absence.  If the Employer wishes to permit suspension of loan repayments then the Employer must contact the ABA Retirement Funds Program at contactus@abaretirement.com or by calling the Plan Administrator Line at 800.752.6313 to discuss the suspension and the additional requirements that will apply at the end of the leave. The Plan Administrator will be responsible for monitoring the leave and communicating leave status to the ABA Retirement Funds Program.] 

e. Early Repayment.  A Participant may pay off the entire outstanding balance of his or her loan at any time, without penalty.
f. Termination of Employment.  A Participant who terminates employment with the Employer and who at the time of termination has an outstanding loan may elect to either (i) continue his or her loan repayments on a monthly basis, in accordance with procedures established by the Loan Program Administrator, until such loan is paid in full (subject to the Plan’s rules regarding cashout of small accounts), or (ii) repay the loan in full.
11. DEFAULT.  A loan will be considered in default if any scheduled payment of principal or interest is not made by the end of the calendar quarter following the calendar quarter in which the required payment was due. A defaulted loan will be treated as a deemed distribution for tax purposes (subject to income tax and applicable Internal Revenue Service penalties). In January of the calendar year following the occurrence of the loan default, the ABA Retirement Funds Program, on behalf of the Employer, will issue the impacted Participant an IRS Form 1099-R (Distributions From Pensions, Annuities, Retirement or Profit-Sharing Plans, IRAs, Insurance Contracts, etc.). Notwithstanding the deemed distribution, the defaulted loan will remain outstanding, and interest will continue to accrue. The outstanding defaulted loan amount may be repaid to the Plan on an after-tax basis in one lump sum payment.
12. OUTSTANDING LOAN BALANCE OFFSET AGAINST DISTRIBUTIONS.  Notwithstanding any other provision in this Loan Program, upon the distribution of the Participant’s vested account following termination of employment, any unpaid loan balance shall immediately become due and payable, and the Participant’s vested account shall be reduced by such balance. The offset amount is treated as an actual distribution for tax purposes.
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