City of Dade City
AGENDA MEMO

To: Honorable Mayor and Members of the City Commission

From: William C. Poe, Jr., City Manager

Subject: Request to change Section 7.4 of the Nationwide 401(a) plan to allow loans to
participants

Date: August 18, 2009

It is requested that the City Commission consider the following information and
recommendations:

BACKGROUND:

It has been requested to change Section 7.4 of the Nationwide 401(a) plan to allow for
loans to participants. Currently, as the plan was approved, loans to participants are not
permitted.

ISSUES:
The current 401(a) plan does not allow for loans to be taken from an individual’s account
for any reason. It has been requested that the policy be amended to allow for loans.

After many discussions with Nationwide Retirement Solutions representatives, staff has a
good understanding of the requirements of the loan process. First, the Commission
would have to approve the amendment to the plan. If that is to happen, the majority of
the responsibility will fall on the employee. There will be a loan application fee of $50, a
loan administration fee of $50 (annual) along with annual valuation charges, payments
are made with after-tax dollars through payroll deduction, and loan amounts are a
minimum of $1,000 with a maximum of $50,000 or 50% of the participant’s vested
interest. City staff will have to establish a policy for setting the loan interest rate. (see
attachment, sample amendment and loan information)

An interesting article I found, discusses 401(k) and related accounts and discouraging
loans from these accounts. The article speaks to the employee many times owing far
more than the original loan amount and as a result of the payback schedule smaller
paychecks to cover the everyday expenses. Ed Mierzinski of the U.S. Public Interest
Research Group, insists “employers should be making it harder, not easier, for employees
to borrow from their retirement.” (See attached article)

If the amendment is approved, the loan option would be open to all employees.



ALTERNATIVES:
1. Approve the proposed change to the Nationwide 401(a) plan to allow loans to

participants.
2. Deny the proposed change to the Nationwide 401(a) plan to allow loans to
participants.
RECOMMENDATION:

I recommend denial of the proposed change to the Nationwide 401(a) plan to allow loans
to participants.

FUNDING:

There is no required funding required of the City. All monetary obligations would be the
responsibility of the employee.



