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ACTION: Final regulations.

SUMMARY: This document contains
final regulations relating to loans made
from a qualified employer plan to plan
participants or beneficiaries. These final
regulations provide guidance on the appli-
cation of section 72(p) of the Internal
Revenue Code. These regulations affect
administrators of, participants in, and
beneficiaries of qualified employer plans
that permit participants or beneficiaries to
receive loans from the plan, including
loans from section 403(b) contracts and
other contracts issued under qualified em-
ployer plans.

DATES: Effective Date: These regula-
tions are effective July 31, 2000.

Applicability Date: For dates of applic-
ability, see §1.72(p)-1, Q&A-22 (a)
through (c)(2).

FOR FURTHER INFORMATION CON-
TACT: Vernon S. Carter, (202) 622-6070
(not a toll-free number).

Q-3: What requirements must be satis-
fied in order for a loan to a participant or
beneficiary from a qualified employer
plan not to be a deemed distribution?

A-3: (a) In general. Aloan to a partic-
ipant or beneficiary from a qualified em-
ployer plan will not be a deemed distribu-
tion to the participant or beneficiary if the
loan satisfies the repayment term require-
ment of section 72(p)(2)(B), the level
amortization requirement of section
72(p}2)(C), and the enforceable agree-
ment requirement of paragraph (b) of this
Q&A-3, but only to the extent the loan
satisfies the amount limitations of section

T2Ap)2)(A).

(b) Enforceable agreement require-
ment. A loan does not satisfy the require-
ments of this paragraph unless the loan is
evidenced by a legally enforceable agree-
ment (which may include more than one
document) and the terms of the agreement
demonstrate compliance with the require-
ments of section 72(p)(2) and this section.
Thus, the agreement must specify the
amount and date of the loan and the re-
payment schedule. The agreement does
not have to be signed if the agreement is
enforceable under applicable law without
being signed. The agreement must be set
forth either—

(1) In a written paper document;

(2) In an electronic medium that is rea-
sonably accessible to the participant or
the beneficiary and that is provided under
a system that satisfies the following re-
quirements:

(i) The system must be reasonably de-
signed to preclude any individual other
than the participant or the beneficiary
from requesting a loan.

(ii) The system must provide the partic-
ipant or the beneficiary with a reasonable
opportunity to review and to confirm,
modify, or rescind the terms of the loan
before the loan is made.

(iii) The system must provide the par-
ticipant or the beneficiary, within a rea-
sonable time after the loan is made, a con-
firmation of the loan terms either through
a written paper document or through an
electronic medium that is reasonably ac-
cessible to the participant or the benefi-
ciary and that is provided under a system
that is reasonably designed to provide the
confirmation in a manner no less under-
standable to the participant or beneficiary
than a written document and, under
which, at the time the confirmation is
provided, the participant or the benefi-
ciary is advised that he or she may request
and receive a written paper document at
no charge, and, upon request, that docu-
ment is provided to the participant or ben-
eficiary at no charge.

or

(3) In such other form as may be ap-
proved by the Commissioner.



