
STATE OF NEW JERSEY — DEPARTMENT OF THE TREASURY
DIVISION OF PENSIONS AND BENEFITS

P.O. BOX 295
TRENTON, NJ 08625-0295

LOAN APPLICATION
Loan Information - (609) 777-1777

You can access pension loan information by calling the Division of Pensions and Benefits' Automated
Information System. All you need is your Social Security number and a touch-tone phone. The system
is available 24 hours a day, seven days a week, including State holidays by calling (609) 777-1777. 
Everything you need to know to get a pension loan can be obtained through the Automated Information System
at your convenience, day or night. The loan features of the Automated Information System allow you to: 

� determine your eligibility to borrow; 
� determine the maximum amount you may borrow and the minimum repayment;
� determine the repayment schedule for any amount borrowed, up to the maximum authorized; 
� calculate the payoff term for a higher monthly repayment, up to the maximum authorized;
� get the check date for a loan application you have already filed;
� get a loan balance for an existing loan; and
� request another loan application be sent to you by fax or mail.

Frequently Asked Questions
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When can I borrow?
You must have at least three years of pension member-
ship credit posted to your pension account. Pension
credit is posted to your account on a quarterly basis, nor-
mally 60 days after the end of each quarter. For example,
if you enrolled in the pension fund on January 1, 2001,
you would have three years posted to your account by
March 2004.
You can borrow from your pension account two times
within a calendar year. The interest rate is 4 percent per
year on the unpaid balance of the loan. 
Once the loan has been processed, you can call the
Automated Information System to confirm the check
date.
Like service credit, the Division of Pensions and Benefits
posts quarterly contributions to your pension account
approximately 60 days after the end of each quarter.
Members who want to borrow the maximum amount
available often wait until the quarterly posting to enable
them to borrow more.
How much can I borrow?
Loans are made in multiples of ten dollars. The minimum
loan amount is $50. The maximum is one-half of the con-
tributions you have to your account up to $50,000.

What will the repayment schedule be? 
Loans are repaid through payroll deductions. The mini-
mum deduction is set by law at 5 percent of base salary
for Public Employees' Retirement System (PERS) and
Teachers' Pension and Annuity Fund members, 8.5 per-
cent for Police and Firemen's Retirement System
members, and 7.5 percent for State Police Retirement
System and Prosecutors Part of the PERS members.
Some members with large outstanding loan balances
could be required to pay more than the minimum deduc-
tion due to Internal Revenue Service requirements that
the loan repayment period cannot exceed five years. You
can request a repayment larger than the minimum
deduction, however, the deduction cannot exceed 25
percent of your base salary.

Effective with loans taken after January 1, 2004, new
IRS regulations require that members who have mul-
tiple loans outstanding must repay the balance of all
loans taken within a period not to exceed 5 years
from the issuance of the first loan taken after
January 1, 2004.  

What are the tax implications if I fail to pay my loan?
Internal Revenue Code Section 72p regulations stipulate
that if regular payments are not made on pension loans,
the loan is considered a taxable distribution to the mem-
ber. For more information see the back page of the Loan
Application.
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READ THESE INSTRUCTIONS CAREFULLY
BEFORE COMPLETING THE ATTACHED APPLICATION.

COMPLETE ITEMS 1 THROUGH 6
Items 1 through 6 must be completed. We suggest you have your check mailed to your home address
instead of work, especially if you work for a large employer. Loan checks must be mailed and cannot be
picked up at the Division of Pensions and Benefits.

COMPLETE STEPS 1 THROUGH 3
STEP 1 - Call the Automated Information System at (609) 777-1777 to hear loan availability and repay-
ment figures customized to your account. You can access the Automated Information System 24 hours
a day, seven days a week from a touch tone phone. (See front page for more information.)

STEP 2 - REQUESTING THE LOAN AMOUNT: Loans are made in multiples of $10 and may not exceed
50 percent of your total contributions. No loan may be less than $50, and your loan balance may not
exceed $50,000. If the amount of the loan requested, when added to your existing loan balance,
exceeds $50,000, you will be issued a check for the difference between your loan balance and $50,000.
The Division will notify you if the requested loan amount will cause the loan balance to exceed the
$50,000 limit.

STEP 3 - REPAYMENT: You can specify whether you wish to have the minimum payment, have your
loan paid off by a specific date, or pay more than the minimum deduction. If a box is not selected, your
loan repayment schedule will be set automatically to the minimum payment for no more than a five-year
period. (Your minimum repayment must be equal to or greater than your monthly or, for State employ-
ees, biweekly base salary multiplied by your full rate of pension contribution — 5 percent PERS and
TPAF, 8.5 percent PFRS, and 7.5 percent SPRS and Prosecutors Part of the PERS.) You cannot repay
less than the minimum amount. If you choose to pay more than the minimum, your repayment may not
exceed 25 percent of your base salary. 

Loans have a maximum repayment schedule of five years. Members with large existing loan balances
who take a new loan will likely see an increase in their loan deduction because the loan could not be
repaid within the five year maximum if paid at the normal minimum deduction. Also, if the required loan
deduction exceeds 25 percent of your base salary for the amount you want to borrow, you will be issued
a loan in a smaller amount than you requested. (See “IRS Requirements” on the reverse side of the
Loan Application.)

When you receive your check, if you are not satisfied with the check amount or the payment
schedule, the uncashed loan check can be returned. BY CASHING THE LOAN CHECK YOU ARE
AGREEING TO THE TERMS AND CONDITIONS OUTLINED ON THE REVERSE SIDE OF THE LOAN
APPLICATION. 

SIGN THE APPLICATION
Prior to signing your application, be sure to read the “Loan Provisions” and “IRS Requirements” on the
back page. Unsigned applications will not be processed.

EMPLOYER CERTIFICATION
The bottom portion of the application is to be filled out by your employer ONLY if you have been out of
work without pay for two weeks or more within the last six months or have recently changed employers.
If you are unsure, please see your human resource representative. 
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LOAN PROVISIONS
� Interest rate is four percent per annum on the declining balance of the loan.
� To be eligible, you must be an actively contributing member of an eligible retirement system.
� To be eligible, you must have three years of contributing membership POSTED to your account.

(This usually occurs three years and two months after enrollment.)
� You are allowed only two loans in any calendar year. 
� If you retire with an outstanding loan balance, you have the option to pay-off the outstanding loan

balance in its entirety or to repay the loan through deductions from your retirement allowance until
the balance of the loan together with interest is repaid. Payments will be the monthly equivalent
of the amount deducted from your compensation immediately before retirement.

� If you die before the outstanding loan balance with interest has been recovered, the remaining bal-
ance will be repaid from the proceeds of any other benefit payable to your beneficiary(ies) including
group life insurance or monthly payments.

INTERNAL REVENUE SERVICE (IRS) REQUIREMENTS
Loan balances cannot exceed $50,000 and must be repaid within five years. Effective with loans
taken after January 1, 2004, new IRS regulations require that members who have multiple loans
outstanding must repay the balance of all loans taken within a period not to exceed 5 years
from the issuance of the first loan taken after January 1, 2004. The regulations also require mem-
bers to make timely payments toward outstanding loan balances. You will be notified* after
nonpayment (zero contributions) toward the balance of your outstanding loan and offered the follow-
ing options:

� Pay the loan off through a lump sum repayment.
� Repay the loan in monthly installments through personal billing
� Take a taxable distribution; or
� If you returned to employment, repay through employer payroll deductions.

Failure to repay the loan as scheduled may result in the unpaid loan balance being declared a tax-
able distribution which will be reported to the IRS. The Division of Pensions and Benefits will send
you a Form 1099-R for tax filing purposes in January of the following year. You will be required to
include the portion of the loan representing before-tax contribution as income on your federal return.
In addition, if you are under age 59½, you will be required to pay an additional ten percent tax for tak-
ing an early pension distribution. 
A “taxable distribution” cannot be cancelled by resuming loan payments or repaying the loan in full
prior to the end of the tax year in which the taxable distribution occurs. Please note that unlike a nor-
mal pension distribution, a loan treated as a distribution cannot be rolled over to an IRA or another
qualified retirement plan. Members who take a loan and subsequently fail to remit loan payments may
also be subject to additional IRS penalties. Additionally, active and vested members who have a tax-
able distribution are required to repay the balance of the loan to the retirement system.
Since these are federal regulations, neither the Boards of Trustees nor the Division of Pensions and
Benefits has the authority to waive or delay the application of these provisions.  

*You must return your option selection within 30 days of notification; failure to respond within the 30 days
will result in the unpaid loan balance being declared a taxable distribution.
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