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UNIVERSITY OF NORTHERN COLORADO  

OPTIONAL RETIREMENT PLAN  

LOAN POLICY  

INTRODUCTION  

This loan policy (the “Loan Policy”) applies to the University of Northern Colorado Optional 
Retirement Plan (the “Plan”), maintained by the University of Northern Colorado (“UNC”).  The 
Plan Administrator adopts this Loan Policy pursuant to Section 10.9 of the Plan.  Participants may 
receive a loan only as permitted by this Loan Policy.  A “participant” is defined in Section 10.9 of the 
Plan as any individual who is actively employed by UNC and has a Contributions Account in  the 
Plan.  Thus, Plan loans are not available to former employees, alternate payees or beneficiaries. 

The Plan Administrator has established certain administrative procedures for use in 
conjunction with this Loan Policy, which are set forth herein and are a part of this Loan Policy.  The 
Plan Administrator or its delegate has complete authority and discretion to determine who may be 
eligible for a loan, the amount of any loan under the Plan and all administrative aspects of the Plan’s 
loan provisions.  A participant who has been denied a loan under the Plan may seek a review of that 
denial in accordance with the claims and review procedures set forth in Section 7.9 of the Plan. 

LOAN REQUIREMENTS UNDER THE INTERNAL REVENUE CODE 

Generally, qualified plans, such as the Plan, are prohibited from lending money to 
“disqualified persons,” which includes Plan participants.  The Internal Revenue Code of 1986, as 
amended (the “Code”) contains exceptions to the general rule and allow qualified plans to lend 
money to participants as long as the loans: 

(1) are repaid in substantially level, amortized payments, which payments are made not 
less frequently than quarterly; 

(2) are repaid within five (5) years, unless the loan is used to acquire the participant’s 
principal residence, in which case the loan must be repaid within ten (10) years; and 

(3) do not exceed $50,000 minus the highest total amount of outstanding loan balances in 
the previous twelve (12)-month period. 

If at any point in time any one of these conditions is violated, the Code requires a plan 
administrator, or its delegate,  to treat the entire unpaid balance of the loan as a taxable distribution 
and issue a Form 1099-R to the eligible borrower. 

In addition, all Plan loans will: 

(1) be available to all eligible participants on a reasonably equivalent basis; 

(2) be available to all non-highly compensated employees in the same amount than 
amounts made available to highly compensated employees, officers or trustees; 

(3) bear a reasonable rate of interest;  



(4) be adequately secured; and 

(5) be explicitly authorized and made in accordance with this Loan Policy.   

DELEGATION  

The Plan Administrator may delegate its administrative duties hereunder to any individual, 
committee or Fund Sponsor.  This delegation is intended to allow for the proper administration of 
Plan loans for the benefit of eligible borrowers. 

PLAN LOAN APPLICATION  

An eligible participant may apply for a loan by obtaining loan forms from their ORP vendor 
via the web or telephone.  To request a loan, a completed loan application form must be submitted to 
the ORP vendor in accordance with the submission procedures.  Loans will be approved in 
accordance with guidelines established by the Plan Administrator. 

Note:  If an eligible participant requests a loan and subsequently chooses not to take 
it for any reason, the individual’s account will be charged the full loan set-up fee 
through a payroll deduction. 

SECURITY FOR LOANS 

 When a loan is approved, the participant will be required to agree to a promissory note and 
security agreement.  The loan will be secured by the participant’s Contributions Account in the Plan.  
No collateralization with assets outside the Plan is permitted. 

PERMITTED PURPOSES OF LOANS 

A participant may obtain a loan for any reason.  Plan loans will be approved in a 
nondiscriminatory and uniform manner. 

NUMBER OF OUTSTANDING LOANS 

A participant may have one (1) outstanding loan from the Plan for any purpose at one time.  
Loans may not be refinanced.   

MINIMUM AMOUNT OF LOAN 

The minimum amount you may borrow from the Plan is $1,000. 

MAXIMUM AMOUNT OF LOAN 

The maximum amount you may borrow from the Plan may not exceed the lesser of: 

(1) $50,000 reduced by the participant’s highest outstanding Plan loan balance during the 
preceding twelve (12)-



A participant may borrow from their Contributions Account only. 

FUND SOURCE 
 

A Participant may borrow from their Contributions Account.  If no transfer or withdrawal 
restrictions apply, the proceeds for a loan will be taken pro rata from each of the investment funds in 
which the Participant’s Contributions Accounts are invested.  In the event transfer or withdrawal 
restrictions with respect to an investment apply, the proceeds for the loan will be taken pro rata from 
each of the other investment funds in which the Contributions Account is invested. 
 
TERM OF LOAN 

A loan must be repaid within sixty (60) months (five (5) years), unless the loan is used to 
purchase a principal residence, in which case the loan must be repaid within one hundred twenty 
(120) months (ten (10) years). 

INTEREST RATE 

The interest rate for each loan is 2% over the federal prime rate of interest on the first 
business day of the month in which the loan is approved.  A loan carries the same interest rate 
throughout its entire term and will not change for the loan’s duration. 
 



A participant may prepay, in full, the outstanding, loan balance at any time without penalty, 
other than interest accruing on the loan, if any, from the date of the prepayment to the end of the pay 
period in which the prepayment is made.  No partial pre-payments are permitted.  Eligible 
participants must contact their ORP vendor for the loan payoff amount and instructions. 

The amount required to pay off an outstanding loan balance  includes the interest due for the 
current pay period, plus the outstanding principal balance. 

A Participant must provide payment either by: 
 

• A cashier’s check or money order, or 
• Direct debit from their checking account. 

 
LEAVES OF ABSENCE 

A participant may not apply for a loan if they are on an authorized, non-military, paid or 
unpaid leave of absence, are on a leave of absence due to workers’ compensation, or is otherwise not 
in active status without separation from service with UNC. 

If a participant has an outstanding loan from the Plan and takes an authorized, non-military 
leave of absence with pay, payments of principal and interest will continue to be deducted by 
automatic payroll deduction. 

If the participant has an outstanding loan from the Plan and takes an authorized, non-military 
leave of absence without pay, the participant may choose between the following two (2) options: 

(1) 



loan payments suspended while on duty in the armed forces in accordance with Code 
Section 414(u)(4).  However, interest will continue to accrue.  If the loan is suspended, the period of 
repayment will be extended by the number of months the participant was on duty in the armed 
forces.  After reemployment, the loan repayments will be ratably increased to additionally amortize 
interest accrued during the period of the suspension of the loan over the extended repayment period. 
 

If the loan is not suspended during authorized military leave, participants may make 
scheduled loan payments by sending payment to the ORP vendor.  The ORP vendor will provide 
remittance coupons to assist the participant in making loan repayments.  If the loan is not suspended 
during authorized military leave and the interest rate on the loan exceeds 6%, then the loan will be 
reamortized while the participant is on duty at a 6% interest rate and reamortized again upon 
returning from military service at the original interest rate on the loan.   
 

A loan shall be considered in default if the participant is required to make payments during a 





(4) If the participant elects to have all of their Contributions Account balance, including 
the promissory note, if allowed, reflecting the unpaid loan balance, directly rolled 
over to another qualified plan or an IRA as an eligible rollover distribution, there will 
be no withholding requirement and no forms will be issued.  Alternatively, the 
participant may make a rollover contribution within sixty (60) days of the date of 
distribution in an amount equal to the offset loan amount. 

 


