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Chandler + Arizona
Where Values Make The Difference

MEMORANDUM
DATE: March 13, 2008
TO: Mayor and Council
THRU: W. Mark Pentz, City Managgr TOP&
Debra Stapleton, Director, Human Resources Division(J

FROM: Glyn Soehner, Benefit Programs Supervisoi a

A

SUBJECT: Recommendation to approve the addition of a loan provision to the City of Chandler’s
Deferred Compensation (457) plan

RECOMMENDATION: Amend the City’s 457 plan document to allow a loan provision for all
employees effective April 1, 2008.

BACKGROUND: City employees have requested that a loan provision be added to their 457 plan so
they may more easily access their deferred compensation funds for various financial needs they may
incur. City Staff met with representatives of the 457 plan and discussed in detail the specifics of the
loan provision. Additionally, Human Resources staff met separately with City administration staff, the
Employee Council, and members of the City’s bargaining units and outlined key provisions of the loan
program. Administration staff, Employee Council members, and bargaining unit representatives in
attendance at these meetings unanimously approved the addition of a loan provision to the 457
deferred compensation plan. Employee meetings will be held during the month of March 2008 to
educate employees on the loan program before the implementation date. The City Attorney’s Office
has reviewed and approved the necessary documents to move this amendment forward.

PROPOSED MOTION: Move to amend the 457 plan document (plan number 301601) to provide a
loan provision effective April 1, 2008 by way of a City Council resolution (see attached copy of the
resolution and exhibit A).




RESOLUTION NO. 4164

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
CHANDLER, MARICOPA COUNTY, ARIZONA, AUTHORIZING
AN AMENDMENT TO THE CITY OF CHANDLER DEFERRED
COMPENSATION PLAN AND TRUST ADMINISTERED BY
THE ICMA RETIREMENT CORPORATION (PLAN No. 301601)

WHEREAS, the Employer has employees rendering valuable services;
and

WHEREAS, the Employer has established the Chandler Deferred
Compensation and Trust (Plan No. 301601) (hereinafter referred to as “Plan”) for
such employees that serves the interest of the Employer by enabling it to provide
reasonable retirement security for its employees, by providing increased flexibility
in its personnel management system, and by assisting in the attraction and
retention of competent personnel; and

WHEREAS, Resolution No. 2698 approved by the Council of the City of
Chandler on September 4, 1997, resolved that the Plan would not permit loans;
and

WHEREAS, the Employer has determined that permitting the Pian to
make loans is in the best interests of the City of Chandler and the Plan
participants;

NOW THEREFORE BE IT ORDAINED by the City Council of the City of
Chandler, Arizona, as follows:

Section 1. That the Mayor and City Council of the City of Chandler hereby
amend Resolution No. 2698 to authorize an amendment to the City of Chandler
Deferred Compensation Plan and Trust (Plan No. 301601) to allow the City's
Deferred Compensation Plan to permit loans.

Section 2. That the Mayor and Council of the City of Chandler approve
amending the Plan to permit loans under the terms of the Loan Guideline
Agreement attached hereto as Exhibit A upon execution by the Mayor of
Chandler.

Section 3. That the Mayor is authorized to enter into the Loan Guideline
Agreement with ICMA-RC which is attached hereto as Exhibit A to establish the
terms and conditions under which the City of Chandler will grant loans to
participants of the Plan.



Section 4. That the Plan is hereby amended to allow loans pursuant to
the terms and conditions set forth in the Loan Guideline Agreement attached
hereto.

Section 5. That the various City officers and employees be and they are
hereby authorized and directed to perform all acts necessary to give effect to this
Resolution effect.

PASSED AND ADOPTED by the City Council of the City of Chandler, Arizona
this __ day of , 2008.

ATTEST:

CITY CLERK MAYOR

CERTIFICATION

| HEREBY CERTITY that the above and foregoing Resolution No. 4153 was duly
passed and approved by the City Council of the City of Chandler, Arizona, at a
regular meeting held on the __ day of , 2008, and that a quorum was
present thereat.

CITY CLERK

PUBLISHED:

APPROVED AS TO FORM:

CITY ATTORNEY .
T




Loan Guidelines Avvecinent

City of Chandler, Arizona

NawmeofPlan (pleasestate the Employer's complete name, including state):

Plan Type: L1 401 () Money Purchase Plan REG Profie-Sharing Plan B 457 Deferced Compensation Plin

ICMA-RC Plan Number; 301601

i, Purposa
The purpose of these guidelines is ro establish the terms and conditions under which the Emplayer will grane loans ro participants. This is

the only official Loan Provision Document of the above named Plan.

H. Eftgibility

Loans are available to all active employees. Loans will noc be granced o participants who have an existing loan in defaulr.,
Loans will be pro-rated among all che funds in which the participant is invested ac the rime the [oan is made.
For 401 plans only:

Loans are available from the following sources: select one or both]

W Employer Contribution Account (vested balances only)

[] Pardcipant Contribution Accounts (pre- and post-tax, if applicable, including Employee Mandatory, Employee Voluntary,
Employer Rollover, and Portable Benefits Accounts, but excluding che Deducrible Employee Contribution/Qualified Volun-

rary Employee Contriburion Account)

For all plan types:
Loans are available for che following purposes: [select one]

All purposes

[ Loans shall only be granted in the event of a participanr’s hardship or for the purpose of enabling a participant to meec
certain specified financial situations. The employer shall approve the participant’s loan application after determining, based
on all relevant facts and circumstances, that the amount of the loan is not in excess of the amount required to relieve the fi-
nancial need. For chis purpose, financial need shall include, but not be limited to: unreimbursed medical expenses of the par-
ticipant or members of the participant’s immediate family, establishing or substantially rehabilitating the principal residence
of the participanc, or paying for a college education (indluding graduate studies) for the pardcipant or his/her dependents.

fl. Frequency of loans [selecc one]

Ul Participants may receive one loan per calendar year. Morcover, participancs may have only one (1) outstanding loan at a time,

X Participants may receive one loan per calendar year. Morcover, no participant may have more than five (3) loans outstanding

ac one time, .
.

CXHIBIT A
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(V. Loan amount

m

The minimum loan amounc is 51,000,

il loans to the participant from the plon and all other plans spansoved by the Employer that are qualified

The maximum amount ¢
employer plans under section 72(p)(4) of the Code is the /wer of:

(1) $50,000, reduced by the highest ourstanding balance of all loans from any 401 or 437 plans for chat pardcipanc during

the one-year period ending on the day hefore the date 2 loan is (0 be made. or

(2) one half of the participant’s vested account balance, reduced by the currenc ou rstanding balance of all 401 and 457 louns

from all plany for tha pardcipanr.

Ifa participanc has any loans outstanding ac che time a new loan is requested, the new loan will be limited o the maximum amounc caleu-

lated above reduced by the toral of the ourstanding loans.

A loan cannot be issued for more than the above amount. The participant’s rsqnc:ud loan amount is subject to downward adjustment
without notice due to market fuctuation beoween the time of application and the time the loan is made.

V. Langth of foan

A loan must be repaid in subsrandally equal installments of principal and interest, ac least monthly, over a period that does not

exceed five (5) years,

Loans for a principal residence must be re vaid in substancially e
B F Y

(é) aal installments of principal and interest, ac
least monthly, over a period that does not exceed Thirty (30)

[state number of years] years (maximum 30 yeurs).

Vi Loan repayment process
Loan repaymenrs for acrive employees must be through (choose one):

O Payroll deduction only.
PL642(2) =2

& ACH debit only.
PL642(2) = 0

[0 Employee may choose either payroll deduction or ACH debit.

PL642(2) = |
If payroll deduction repayment is allowed, and the employee wishes o use this method, the employee muse notify the Employer
so thar the Fmploycr can ensure that repayment will begin as soon as pncrif&b]ﬂ on a date derermined by the Employer’s payroll
cycle. Failure to begin payroll deduction in a timely way could lead 1o che cmp‘ox ec’s loan encering delinquency sracus. Payroll
deducrion should begin within rwo payroll cycles fo”owmu rhe emplayee’s receipr of the loan.

Repayments through payroll deduction will be sent via check or wire by the Employer to ICMA-RC on the fallowing cycle

(choose one):

0 Weckly (52 per year) :
0 Bi-weekly (26 per year)

0 Semi-monthly (24 per year)

1 Monthly (12 per year)

IFACH debir repayment is allowed, debits from che emp!oyee’~ 'lcsisgn_-ued bank accounc will begin ;mp[ummm ely one mondh fol-
lawing the date (}u cmp[m’ces signed ACH ducho jzarion form 15 received and p"oces‘*ed by ICMA-RC, or, in the case of ouline
has Jeen clearsd far pavraesn, De hirs W Hnormally he made on

lv».-tzx,,, ap rmmmkm Y oOng nicnti AO.‘I;).\ e chzdare dhe loan o=k

a monthly basis.



Lo Guiclelines A

Loans onrstanding for former employees or employees on 2 leave of absence must be repaid on che same schedule as if payroll
deductions were sall being made unless chey reantorrize their loans and establish a new re payment schedule that provides that sub-
foan.

stantizlly equal payments are made ac lease monchly over the remaining period of

Loan paymengs, including lﬂm payments from former employees, are allocared o the participands current election of investment
options on ble wich TLMA—

The participant may pay oft all or a portion of the principal and interest early without penalty or additional fee. Extra payments
are applied forward o both principal and interese as specified in the original repayment schedule, unless the addidonal payment is

for the balance due.
Vil Loan interast rata
The rate of interest for loans of (ive (3) years or less will be bused on prime plus 0.5%.

The rate of interest for loans for a principal residence will be based on the FHA/VA rate.

Interest rares are determined on the last business day of the month preceding the month the loan is disbursed. The tnrerest race is

locked in atthe time a loan is approved and remains constanc throughout the life of the loan.

The prime interest race is determined on the last business day of each monch using www.nfsn.com as the source. The FHA/VA
interest rate is also determined on the last business day of cach month using wivwlbankofamerica.com as the source.

Loan interest rates for new loans taken in different monchs may Ructaace upward or downward monthly, depending on che move-
Y f I g

ment of the prime and FHA/VA incerest races,

The employer may modify the manner in which loan interest rares will be determined, but enly with respect to future loans.

VI Loan application procadure
Loans must be requested using che {ollowing methad (check ane):

[J  Online only: All loans must be requested online by employees through ICMA-RC'’s Account Access site at
www.icmare.org, with Employer pre-authorization as cutlined in lf.lllg,s below.

If an employee is married at the cime of application, and spousal consent is required by the Plan for the loan, the employ-
) PF %

¢e’s spouse must consent, in writing, to the loan and the consent muse be witnessed by a plan represencative or notary

public. Such consent must be received in writing by ICMA-RC no more than ninety (90) days before the loan request is

submitted chrough Account Access.

The promissory note, ruth-in-lending rescission notice and disclosure statement are presented w the employee online
chrough Account Access at the time the employee submits the foan request. The employee confirms receipt and acceprance
ot these documents by clicking on the afhrmative buttons on the Account Access program.

The emnployer hereby aurhorizes all firure loans 7"(]1/5‘0‘:’({ through the online process via Account Access, as well as any requests
shat employees submit on pﬂpz’rﬁnm: pending review of the application by ICMA-RC. Notice of loan issuance will be provided

ro the Employer via repores posted on the EZLink sire.

The loan amount will generally be redeemed from che employee’s account on the same day as the employee’s successful
subimission of the loan request through Account Access, if It is submitied prior to 4:00 p.m. ET on a business day. [f nor,
the loan amount will be redeemed on the next business day following submission. The loan check is generally issued on
rhe nexc business day following redemption, and will be mailed directly ro the emplogee. The em Dlo)’cc’s presentmenc of
the loan check for payment constitutes an acknowledament thar the employee has received and read the Toan disclosure
information provided by TCMA-RC and agrees w0 che cerms cherein.

Loan repayment will begin as soon s practicable following che employee’s presentmenc of dhe loan check for payment,



% Online and theough Dicect Loan ‘plimti'm‘ Al loans raust be requested either online b } en

CWMA -

F ¢ [\! oyee Slh!n\vuh
oth of which require pre-

TCNMA-RCs \L_L()UHE Access site ac www.icmarc.org, or through the Direce Loan application,
autharizacion by the Eraployer as oudined in iwalics belos

[Fan employee is married at the time of application, and spousal consent is required by the Plan for the loan, the employ-
e¢’s spouse must consent, in writing, to the Joan and the consent must be witnessed by a plan represencative or notary
public. Such consent must be received in writing by [CMA-RC no more than ninecy (90) days betore the loan request is

submirted through Account Access. [n the case of the Direct Loan Application, spousal consent should be sent along with

the application.

The promissory note, truth-in-lending rescission notice and disclosure scatement are mailed o the employee along wich

the issued loan check. The employee canfirms receipr and acceprance of these documents and terms at che tim

dorsed check is presented for payment,

e the en-

d

The Esployer hereby authorizes all funiure loans requested thraugh ihe online process via Account Aceess, as well as any requests
thai employees submit on paper forms, /)mz/z/zrf; view (y‘m(’ application by JCMA-RC, Notice of loan irsuance will be provide

to the Employer via reports postsd on the EZLink siz

The lvan amount wiil generally be redeemed from the employee’s accounc on the same day as either ICMA-RC's receipt
ot a loan application (complete and in good order), or the employee’s successful submission of the loan request through
Account Access, if it is submitted prior co 4:00 p.m. ET on a business day. If not, the loan amount will be redeemed on the
next business day following submission. The loan check is generally issued on the next business day following redemption,
and will be mailed directy to the employee. The employee’s presentment of the loan check for payment constitutes an ac-
knowledgment that the employee has received and read the loan disclosure information provided by ICMA-RC and agrees
to the terms cherein.

Loan repayment will begin as soon as practicable following the employee’s preseniment of the loan check for payment.

Direct Loan application only: All loans must be requested through the Direct Loan application, which requires pre-au-

thorization by the Employer as oudined in iralics below.

[fan employee is married at the dme of application, and spousal consent is required by the Plan for the loan, the employ-
ec’s spouse must consent, in writing, to the loan and the consent must be witnessed by a plan representative or notary
public. Such consenc must be received in writing by ICMA-RC along with che Direct Loan Application.

The promissory note, truth-in-lending rescission notice and disclosure statement are mailed to the employee along with
the issued loan check. The employee confir ms receipt and acceptance of these documents at che time the cndomgd check is

pu.untgd f'Ol_Pd)’anE.

The employer hereby authorizes all future loans requested on paper forms, pending review of the applicarion by ICMA-RC. Notice
of loan issuance will be provided to the Employer via reporis posted on the EZLink site.

The loan amount will generally be redeemed from the employee’s account on the same day as ICMA-RC’s receipr of a loan
applicadon (complete and in good order).

The loan check will generally be issued from the employee’s account on the next business day following redemprion. The

loan check will be mailed directly to the employee. The employee’s preseniment of the loan check for payment consticutes
) ploj ployec’s pres : for payme
an acknowledgmenr that the employee has receivéd and read the loan disclosure informarion provided by TCMA-RC and

agrees o the terms therein.
Loan repayment will begin as soon as praccicable following the employee’s presentmenc of che loan check for payment.

Loan application through the Employer: All loans must be requested in writing on an 'erli:'mion approved by the pl'm

administraror, The dpphuanon must be signed by “l\c participant. The Fn“plo}u must review and approve each partici-

}\;mL .\ ‘me\,uuon.



Loan Guidelines Agrecivent

Tudes

The parricipanc will be required o sign & promissory note evidencing the loan and a disclosure sracemens thar inc
. . B . ! . « e
an amortization schedule prior o receiving a foan check. Loan checks will generaily be tssued on 1!“ next business day

following ICMA-RCYs receipr of a comp!t-tc loan applicadon. The loan dlw\. p.urm sory note, disclasure staremenc and

tristh-in- ]mdmcr rescission notice will be sent to the employer, who will ebrain the necessary sign
o

[

acures and deliver the
ndar days from the dace

check to the pardcipane. All execuced docaments muse be recurned o [CNMA-RC wichin 10 ca

the check is issued.

)4 SGacurity/Collataral

That portion of a participant’s account balance that is equal o the amounc of the loan is used ;13 collateral for the loan. The cal-
loan is taken. Only the portion of che

lateral amount may not cxc*ed 50 percent of the pardcipant’s account balance ac the time the

account-balance that corresponds to che amounc of the outstanding loan balance is used as collateral.

A. Accealeration [sclect onel
0O Ailloans are due and payable in full upon separation from service.

X Allloans are due and payable when a participanc receives a distribution of all of his/her account balance afrer separa-
tion from service. The amount of the outstanding loan balance will be reported as a distribution in addition to the

amount of cash distribured from the plan.

[0 All loans are due and payable when a participant receives a discribution of part of his/her account balance after separa-
tion from service. The amount of the outstanding loan bahmc will be reporred as a discribution in addicion to the

amount of cash distributed from che plan.

Xl.  Reamortization

Any outstanding loan may be reamortized. Reamortization means changing the terms of a loan, such as length of repayment peri-
od, interest rate, and frequency of repayments. A loan may not be reamortized to extend the length of the loan repayment period to
more chan five (5) years from the date the loan was originally made, or in the case of a loan to secure a principal residence, beyond

the number of years specified by the employer in Section V above.

A participant must request the reamortization of a loan in writing on a reamortization application acceprable to the plan adminis-
erator, Upon processing the request, a new disclosure scarement will be sent to the employer for endorsement by the parrticipant and
appxov;l by the cmployu The execured disclosure statement miust be rerurned to the plan administrator within 10 calendar days
from the date itis signed. The new disclosure statement is considered an amendment to the original promissory note, therefore a

new promissory note will not be required.

A reamortization will not be considered a new loan for purposes of calculating the number of loans outstanding or the one loan pe

lendar year limic.
Xl Refinancing existing loans

Ifa p;lr{icip'mr has one ourstanding loan, char loan may be refinanced. If a participanr has more chan one ourstanding loan, no

loans may be refinanced. Refm.munﬂ means wnumcmly repaying an existing loan and borrowing an addirional amount through
a new loan. Refinancing includes any sitnadion in which one loan replaces s another loan and the term of che replacement loan does

not exceed the larest permissable term of the replaced loan.

IH Ordf’l o lc’f]nHﬂCC an C\lﬁﬂl’li’ ,(),111, a P’ll[]tlpﬁﬂ\' must lcx]l,lt‘%[ (l’ll% in \\’11(111(‘ onan ?p[’)llLlﬂOﬂ approved { H)’ Th@ P]N] Julﬂlﬂl\[!:v

ror. Such request must be nmde ata time when the 'wlmupmt is elinible o ubmm a loan as defined by the employer in Section 11

above. The amount of the additional loan amount rcuucxm{ for the purpose of refinancing is subject to the loan [imics specifizd in

Secrion [V above.

bp\.JUSL 4 l'LhﬂdﬂLh 19 1 OI'ASIL\ILJ dJ e 10.11] \th) Jg[ Ve Lﬂlp:(\\_L\ may l(. nance an ou LS[EH‘:LAEHg ! Oan.



ICMMA-REG

Kl Feduction of Lc

Pove ] (s), the ounsranding loan LJJl.nl\_(_'S) will ke deducred from (}*‘

[fa pardicipane dies prior vo full repayment of the cusrnding loan
spaid loan amount is a caxable distriburion and may be subjecr ro carly

accoune prior ro disrnburion ro rthe benehicinry(ies). The w
A Hoan amoung, if any, \'L nehciary

withdrawal penalties. The participands estate is responsible for raves or penaldes on the unpaid
- £

is responsible for tases due on the amount he ar she receiy es. A Form 1099 will be issued to both the benchiciary and the sstate for

lll(,&\. PLIFPU)

XV, Beemed Distribution

Loan repayments must be made in accordance with che plan document, plan loan guidelines, and as reflecced in the promissory

note signed by che pardcipant. If a scheduled payment is not paid within 30, 60, and/or 90 davs of the due darte, a notice will be
& b 2 paj [ s

sent to both the employee and the employer.

A loan will be deemed distribured when a scheduled paymenc is still unpaid ac the end of the calendar qnﬂxrm following the calen-

dar quarter in which the payment was due. 1f the [oml amount of any de Ivnamnt payment is not received by ICMA-RC by che end

of the calendar quacter following the calendar quarter in which they payment was due, the loan is considered a raxable disuibudion,
and the principal balance, in ad dmon to any accrued Interest, is reported as a discribution o the IRS. However, no maney 15 paid
in this diseribution, because the participant already has the loan proceeds.

The loan is deemed distribured for rax purposes, but ir is not an actual discriburion and rherefore remains an asser of the parrici-
pants account. [nterest continues to accrue. The outstanding loan balance and accrued interest are reported on che participant’s

account statement.
Repayment ot a deemed distribution will not change or reverse the taxable event.

The loan concinues to be outstanding, and to accrue interest, until icis repaid or offser using the participant’s account balance, An
Nl . . = . . . k D - .
offsct can occur only if the participant is eligible to receive a distribucion from the plan as outlined in the plan document.

Participants are required to repay any outstanding loan which has been deemed distribured before they can be eligible for a new
loan. The deemed distribution and any interest accrued since the dace it became a raxable evenc is taken into account when derer-
mining the maximum amount available for a new loan. New loans must be repaid through payroll deduction.

The employer is obligated by federal regulation to comply with the loan guideline requirements applicable to participant loans, and
to ensure against deemed distribution by monitoring loan repayments, regardless of the method of repayment, and by advising em-
ployees if loans are in danger of being deemed distributed. The tax-qualified status or eligibility of the entire plan may be revoked

in cases of frequent repayment delinquency or deemed distribucion.

XV. Fees

Fees may be charged for various services associated wich the 1pphc1mon for and issuance of loans. All applicable fees will be debited
from the participant’s account balance and/or from the participant’s loan repayments prior ta crediting che repaymenc of principal
and interest to the participant’s account. A schedule of fees applicable to this plan is specificd in ICMA-RC’s current publication of
Making Sound mvestment Decisions: A Retirement nvestinent Guide.



Lown Guidelines Agrecrnent

he emplover has the righc w sec other rerms and conditions as it deems necessary for loans from the plan {0 order o comply with
sty lezal reauirements, Al termis and conditions will be administered in a uniform and nen-discriminatory manner.

Tn Wicness Whereof, the employer hereby caused these Guidelines ro be exceured chis day
of , 20

EMPLOYER Accepred: [CMA RETIREMENT CORPORATION

By: By: —
Ticle: Tide:

Attest Attest

City Clerk

APPROVED AS TO I'ORM

City, Attorney
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