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Administrative Policy Regarding Participant Loans

Pursuant to Sections 7.1 and 8.6 of the Plan Name 401(k) Plan (the "Plan"), the Plan Administrator promulgates the rules and procedures set forth below to govern loans made from the Plan to Participants.

Loan Application

All loan requests must be made in writing using the application form prescribed by the Plan Administrator. Each application form must be completed in its entirety in order to be considered for approval. All loan applications will be reviewed on a nondiscriminatory basis.

Who Can Borrow

Participants who are still employed by Plan Sponsor and have a Vested Interest in their account can apply for a loan. However, no otherwise qualified applicant can apply for a loan if he or she is currently in default on another loan. And no one who has incurred a "deemed distribution" on a previous loan can apply for or receive future loans until the outstanding loan amount is paid in full. A deemed distribution occurs if repayment is not made in accordance with federal laws and regulations, as explained in more detail below.

Reasons For Borrowing

A loan can be requested for any reason. 

Loan Amount

Maximum Loan. In general, the maximum amount that can be borrowed is the lesser of 50% of a Participant's Vested Interest or $50,000. If the applicant has any existing loans, the $50,000 amount will be reduced by the excess (if any) of his or her highest outstanding aggregate loan balance during the 1‑year period ending the day before this loan is made, over his or her outstanding aggregate loan balance on the day this loan is made. 

Minimum Loan. Loans that are less than $1,000 will not be granted.

Processing and Maintenance Fees

Processing Fees. The applicant will be charged a fee of 100 to process each loan application. This fee will also be charged if the applicant is applying to refinance a loan. 

Maintenance Fees. The applicant will be charged an annual maintenance fee of 50 for each outstanding loan. The maintenance fee will be charged as of each annual anniversary date of the loan, or on any other annual date selected by the administrator. 

Source of Fees. Fees the applicant does not pay directly will be deducted from his or her Account.

Loans Must Be Secured

Each loan must be secured with an irrevocable pledge and assignment of the applicant's Vested Interest. The applicant can also post any other security or substitute collateral the Administrator finds acceptable.

Source of Funds

An applicant can borrow from his or her Vested Interest (including his or her Rollover Account). If directed investments are permitted and a loan is obtained from more than one of the applicant's directed investment accounts (if any), the source of the loan will be in proportion to the respective directed investment accounts unless the applicant elects otherwise and the election is approved by the Administrator.

Promissory Note

Interest Rate. The applicant must sign an interest-bearing promissory note for each loan. The interest rate will be established at the inception of the loan and will be set at 1 percentage points higher than the prime lending rate as posted in the Wall Street Journal (or similar financial publication) when the loan is made. The interest rate will be fixed and will not change for the duration of the loan.

Allocation of Interest. All interest paid on a loan will be credited directly to the applicant's Account. 

Loan Repayments

Maximum Repayment Period. Loans must be repaid by regular periodic payments for a period not greater than five years. The amount of any loan that is not repaid within five years may be treated as a taxable distribution on the last day of the five-year period or, if sooner, at the time the loan is in default. If a loan is extended beyond five years, the balance of the loan at the time of the extension may be treated as a taxable distribution.
Manner of Repayment. Loan payments will be repaid by payroll deduction repayments as of each payroll withholding period (but at least quarterly). If the applicant revokes the payroll deduction election, the entire unpaid principal sum of the loan plus accrued interest (plus any other amounts due under the loan) will become due and payable. 

Early Repayment. Early repayment of a loan is permitted at any time, but only if the full balance is repaid. 

Repayment Upon Termination of Employment. If the applicant terminates employment with an outstanding loan, the entire unpaid principal sum plus accrued interest (plus any other amounts due under the loan) are due and payable. 

Repayment While On a Leave of Absence. If the applicant takes an approved leave of absence, he or she must still continue making regularly scheduled loan payments. 

Repayment While On Qualified Military Service. Loan payments can be suspended while the applicant is on duty in the armed forces (including inactive duty training and full‑time National Guard duty). Once the applicant returns to work, the loan must be repaid in full (including interest that accrues during the period of military service) by the end of the period equal to the original term of the loan plus the period of military service. 

Repayment Upon a Distributable Event. If the applicant is entitled to a benefit distribution from the Plan before a loan is repaid in full, the unpaid balance plus accrued interest will be deducted from the amount otherwise due.

Collection Expenses. If the applicant fails to repay the loan in a timely manner, the Administrator can charge his or her Account with any expenses directly related to the implementation, administration and collection of the loan.

Additional Loans

The applicant can only have one loan outstanding at a time.

Loan Refinancing

General Availability. Loans can be refinanced only if (1) the interest rate being charged prior to refinancing is higher than the interest rate to be charged after refinancing; or (2) either the principal amount of the loan after refinancing is greater than the unpaid balance of the loan prior to refinancing, or the repayment period of the loan after refinancing is longer than the remaining repayment period prior to refinancing. In addition, the following conditions must be satisfied in order for the applicant to refinance an existing loan: (1) there must be at least six monthly payments remaining on the existing loan; (2) the existing loan has been in effect for at least six months; (3) the minimum reduction in the amount of each monthly payment is (or could be, if the number of payments were to be the same as was remaining on the prior loan) at least $20; and (4) a loan can only be refinanced twice. If the amount of the refinanced loan exceeds the outstanding balance of the existing loan, or the term of the refinanced loan exceeds the remaining term of the existing loan, IRS regulations may require that the maximum loan limits be computed applying the sum of the amount of the refinanced loan plus the outstanding balance of the existing loan. Any loan in excess of such limit may be considered a deemed distribution. 

Loan Default

When A Default Occurs. A loan will be considered in default if any scheduled payment remains unpaid as of the end of the last day of the calendar quarter following the calendar quarter in which the required payment was due (or such later date if permitted by Internal Revenue Service rules and regulations). 

Satisfaction of Loan If Benefit Distribution Is Permissible. After a default occurs, if a distribution of the applicant's benefit is permissible, the applicant's Vested Interest will be reduced or offset by the outstanding principal and interest of the defaulted loan. In such an event, the loan will be considered to have been repaid and the amount of the reduction or offset will be deemed to have been distributed from the Plan. If the applicant's Vested Interest is less than the loan amount due, the Administrator will take any steps necessary to collect the balance due directly from the applicant. 

Satisfaction of Loan If Benefit Distribution Is Not Permissible. After a default occurs, if a distribution of the applicant's benefit is not permissible, the outstanding loan will be treated as a deemed distribution. A deemed distribution is treated as a distribution only for certain tax purposes (income, premature distribution penalty, etc.) and is not an actual distribution of the Account. Pending final disposition of the promissory note, the applicant remains obligated to repay the outstanding principal of the defaulted loan plus accrued interest to the date of repayment. 

Spousal Consent

If any portion of the assets used to secure a loan is subject to the qualified joint and survivor rules upon distribution, any loan pledge or agreement must be consented to in writing by the applicant's spouse within the 90-day period ending on the date of the inception of the loan. If the portion of the assets used to secure the loan is not subject to the qualified joint and survivor rules upon distribution, the Administrator may in its discretion applied on a consistent basis (after taking into account the amount of the required loan repayment and the applicant's net after-tax take home pay) require that the applicant's spouse must consent in writing to any loan within the 90-day period ending on the date of the inception of the loan. 

Compliance With Federal Law And Regulations

Notwithstanding any other provision in this Policy, the loan program will be administered in accordance with Section 72(p) of the Internal Revenue Code, with Treasury Regulation 1.72(p)‑1, and with various other rulings, regulations, IRS notices and other pertinent legal directives as issued or amended from time to time. If there is a conflict between the Loan Policy and any such statute, regulation or ruling, the provisions of the statute, regulation or ruling will control. 

Signature of Plan Administrator

By_________________________________________________
Title___________________________________
Print Name__________________________________________
Date___________________________________
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