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STATE OF FLORIDA DEFERRED COMPENSATION PLAN

DEFERRED COMPENSATION PLAN LOAN
LOAN 
Frequently Asked Questions


Who is eligible for a Plan loan?
The participant must have an account balance of $4,000 or more at time of application at one Investment Provider.  A participant does not have to be employed to take a loan from the plan.

How does taking out a loan impact my Plan investments?
Your loan is funded directly from a cash-out of your pre-tax contributions in your 457Plan accounts. If there is not a sufficient balance at one Investment Provider, the participant must transfer enough assets to one investment provider to model the loan.  When you repay your loan, your loan payment is in after-tax dollars. This will be done via automatic deduction from your bank account. (ACH)  Great West will be using coupon books. Payments received on your loan will be reinvested according to your current investment allocation in effect at the time of the loan repayment.

What is the minimum amount of a loan?
The minimum loan amount available from the 457 Plan is $2,000.

What is the Maximum Loan Amount I can borrow?
The maximum loan amount a participant may obtain is the lesser of:
· One-half of the account value in the 457 Plan; or
· $50,000, not to be more than 50% of the account value in the 457 Plan. The $50,000 maximum loan amount is reduced by the highest loan balance during the past 12 months.   

Is the Plan Administrator responsible for any adverse tax consequences for the participant taking a loan?
The Plan Administrator shall not be liable for any adverse tax consequences. The participant is strongly advised to address any questions regarding the tax consequences of loans or loan limits to a qualified, independent tax advisor before submitting an application for a loan.

Do I have to put up collateral and qualify for a loan in the same way I would at a bank?
No, the remaining balance in your 457 account will serve as collateral.

How are loans treated for tax purposes?
Funds borrowed from the Plan under these conditions are not treated as distributions, provided they are repaid in accordance with the terms of the loan. Therefore, no taxes are withheld or due when a loan is received.  However, if the loan defaults, the entire outstanding balance of the loan, including accrued but unpaid interest up to the date of default, will be a taxable distribution and reported on Form 1099-R.

May I deduct the interest I pay on the loan from my taxable income if I itemize deductions?
No. Under federal tax law, no deduction is permitted for interest paid on a loan from the plan, regardless of the purpose of loan.

How is the interest rate determined for Plan loans?
The interest rates for Plan loans will be based on the prime rate published in The Wall Street Journal on the first business day of each month plus 1%, and such rate is fixed for the life of the loan.

What are the loan initiation and processing fees?
A loan origination fee in the amount of $50.00 will be paid to the investment provider and shall be deducted from the approved loan amount. There is no annual processing fee.  




May I apply for an in-service distribution for an Unforeseeable Emergency (UE) while I still have an outstanding loan balance?
Yes, as long as the UE request is approved and the combined loan and UE request amounts do not fall below 50% of the deferred account value.  

Can I get a distribution or roll funds out of my account while I have an outstanding loan balance?  

Yes, provided you are no longer employed with the State of Florida and the combined loan and distribution/roll-out amounts do not fall below 50% of the deferred account value.

What are the loan repayment rules?
You are required to repay your loan in full. Loans are due and payable upon the expiration of the loan term. When you sign your loan documents, you must agree to a specific loan term. Your repayments will begin the month following the month in which you receive the loan proceeds. This will be done via automatic deduction from your bank account. (ACH)  If you wish to pay off your loan contact your Investment Provider for pay off instructions.

What if I take a leave of absence?
Participants who take a leave of absence without pay for a period of greater than one month, but not exceeding one-year may request that his or her loan repayments be suspended during the leave of absence through the submission of a loan change request to the Investment Provider.  Interest will continue to accrue during the suspension period. The loan repayment period may not be extended but the remaining loan balance may be re-amortized at the end of the participant’s loan suspension period. Upon completion of the leave of absence, the participant must contact the Investment Provider to resume loan payments.  Participants who take a leave of absence without pay for a period of one-year or greater must continue to make loan payments, in accordance with the original loan repayment schedule.  Failure to submit a loan change request may result in loan default. 

Are there any special provisions for military leave of absence? 
Current law allows for participants to suspend payments while on active duty and pick up payment when they return.  A maximum rate of 6% interest may be charged on the loan during the period of military service.

Can I transfer my money to another company with an outstanding loan?
Yes, provided you leave the necessary secured amount at the Investment Provider granting the loan.

What if I fail to make a required loan payment?
A participant’s loan shall be delinquent if any loan payment is not made on the date it is due and the Investment Provider does not receive the payment by the last day of the calendar quarter in which it was due.  If the loan is delinquent, the Investment Provider will send the participant a Loan Late Letter notifying him or her of the delinquency and the ability to cure the delinquency and avoid default. To cure the delinquency, the participant must submit the amount due, via personal check, bank check or money order, directly, to the Investment Provider in accordance with the cure period as set forth in the Late Letter.

What are the consequences of a loan default?
If the Investment Provider has not received the delinquent loan payment by the date set forth in the Late Letter (see the answer to what if I fail to make a required loan payment above), the loan is defaulted and the participant shall receive a Loan Defaulted Letter. The Default Letter is a confirmation to the participant that the Investment Provider did not receive the past due loan payment(s) to cure the default by the specified date and therefore the following have taken place:  The entire outstanding balance of the loan, including accrued but unpaid interest up to the date of default, will be a taxable distribution and reported on Form 1099-R.  The participant at this point will no longer be eligible for another loan from the State of Florida Deferred Compensation Loan program. That amount will be included in the participant’s gross income for the calendar year in which the cure period ended.  

When are you eligible to offset a Plan loan?
Participants who experience a distributable event are eligible to offset their Plan loan.  A distributable event occurs when a 457 Plan participant experiences a severance from State employment, total disability or death. A Form 1099-R will be issued to you for the total outstanding loan balance for the year in which the 457 Loan Offset Form was received.


How do I apply for a loan?
Complete the Investment Provider loan package along with the State of Florida Deferred Compensation Plan Loan Application Form DFS-J3-1796 (new1/13) and submit it to you Investment Provider for processing.

What is the sequence of events in the loan process?
1. A completed loan package is received by the Investment Provider;
2. The Plan Administrator verifies the participant’s eligibility for a loan and the amount of the loan;
3. If approved, the Investment Provider will proceed as their process requires.
4. Approximately one month following the month the loan was taken, the first loan payment will be deducted from the participant’s checking or savings account.

What are the procedures to cancel the loan process?
A participant may cancel a loan if the Investment Company receives a written request from the participant no later than five (5) business days from the date the loan application was received by the Investment Company.

Wait...have you considered everything?
Before deciding to take a loan from your Deferred Compensation Plan account, make sure you understand how taking a loan can affect your retirement savings. Taking a loan from your Deferred Compensation Plan account can greatly impact your future account balance. 

TAX CONSEQUENCES: The participant represents that he or she is aware of the Maximum Loan Amount and that the receipt of a loan from the Plan will not cause the participant to exceed the Maximum Loan Amount.  The Participant has independently weighed that risk and has determined that requesting a loan is in his or her best interests. The participant is strongly advised to address any questions regarding the tax consequences of loans or loan limits to a qualified, independent tax advisor before submitting an application for a loan.  Neither the Investment Provider nor the Plan Administrator shall be liable for any adverse tax consequences.
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