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In the Year One Thousand Nine Hundred and Ninety

An Act establishing a loan program for public employees.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority ofthe same, as follows:

1 Section thirty-two of the General Laws is hereby amended by
2 inserting after section twenty-eight L the following new section:
3 Section 29. Any member may upon written application borrow
4 from contributions made by said member to the retirement
5 system; provided, however, that any loan made under the
6 provisions of this section shall be made subject to the following
7 restrictions:
8 (a) a member must have at least one year of creditable service
9 before making application for any loan;

10 (b) a member may apply for no more than one loan during any
11 twelve month period;
12 (c) no membermay be loaned any less than one thousand dollars
13 and no member may be loaned any more than seventy-five percent
14 of the amount of contributions made by said member while an
15 employee of the commonwealth. Annual interest credited to a
16 member shall not be used when computing the maximum amount
17 that may be loaned.
18 (d) the rate of interest to be paid by any member on any loan
19 shall be the lesser of the following; two percent above the prime
20 lending rate as set by the federal reserve bank; or, one percent
21 above the total interest earned by the retirement fund in the
22 previous calendar year.
23 (e) any amount borrowed by any member shall be paid back
24 with interest due on a monthly basis to the retirement board at
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25 an initial monthly rate set by the retirement board. In the event
26 of a default by a member who is no longer an employee of the
27 commonwealth, the retirement board is authorized to demand
28 repayment of principal and interest according to terms which shall
29 be set by the retirement board.
30 (0 an annual service charge may be set by the retirement board
31 and collected from members borrowing from the board to cover
32 the cost of administering said loan program;
33 (g) any member must pay off any loans prior to the retirement
34 date of said member;
35 (h) any outstanding loan shall be deducted from the amount
36 returned to any member who leaves service and requests a return
37 of total deductions and shall be deducted from any annuity
38 portion of a disability or death benefit. No creditable service
39 deduction shall be made when calculating the disability or death
40 benefit that is due a member. In the case of an active member,
41 any designated beneficiary shall receive amounts that are due less
42 any outstanding loans. In the case of a survivor allowance payable
43 under the provisions of paragraph d of subsection 2 of section
44 12 of Chapter 32, any amounts due as a result of this section shall
45 be deducted from the annuity portion of the allowance. No
46 creditable service deduction shall be made in calculating the
47 survivor benefit.
48 The retirement board shall annually transfer the difference
49 between the yearly interest rate credited to member’s accounts and
50 the amount of money received as part of the loan program to the
51 Pension Reserve Fund of the contributory retirement system.
52 Each retirement board who undertakes such a loan program
53 shall have the power to promulgate such rules and regulations as
54 are deemed necessary to effectuate the purposes of this legislation.


