Example LOAN POLICY

The organisation may make loans to employees in specific circumstances and the purpose of this policy is to give information about the types of loans that are available, any conditions that apply and the procedure for making an application to receive a loan.

This policy applies to all employees, [regardless of length of service] OR [with a minimum of xxx months’/years’ service] [DELETE AS APPROPRIATE], but does not form part of the contract of employment and can be varied from time to time.   The procedure does not apply to employees who are working their notice of termination of employment.

This policy may be terminated without notice and the organisation reserves the right to refuse an application from any employee at its absolute discretion.

Types of loans
The organisation will normally allow employees to apply for loans for the following reasons:

1. Season ticket loans for rail/bus services;

2. Welfare loans for employees experiencing significant financial difficulties;

3. Emergency loans to assist employees with unexpected expenditure;

4. Discretionary loans for relevant training courses which are not covered in the organisation’s training plan or by any statutory entitlement.

The organisation will give loans to employees to enable them to purchase an annual season ticket to cover standard class travel between work and home by public transport (e.g. for rail or bus travel).   The loan will not extend to additional travel costs, for example, parking fees or private fuel.

Where an employee is in financial difficulty, the organisation may, at its absolute discretion, give a short term loan or an advance on salary/wages to assist the employee meet the cost of his/her rent, mortgage, or utility payments, or to purchase food supplies.

The organisation may give loans to help an employee who is in financial difficulty as a result of unexpected expenditure, for example where the employee:

· needs to visit an elderly relative at short notice; 

· needs to meet funeral costs; 

· wishes to attend the overseas wedding of a close relative or the overseas funeral of a close friend or relative; or 

· needs to pay medical or other health-related expenses

The organisation will consider giving a loan to employees who wish to pursue relevant training which falls outside the organisation’s training procedures.  Normally this will apply only to accredited courses and will be limited to course fees and/or examination fees only (books, equipment and other expenses will not be covered).

What amount can be given?

The maximum amount that the organisation will lend to any employee is £ [amount] per year [or specify other timescale].

OR 

The maximum amount that the organisation will lend to employees is [percentage] % of the employee’s net salary in any one year.

Who can apply?
An employee is entitled to apply for a loan unless he/she:

· has not yet passed his/her probation period OR has less than [insert amount] months’/years’ service; 

· does not have sufficient monthly salary to make the necessary repayments; 

· has served notice of resignation; 

· has received notice from the organisation terminating his/her employment; 

· is subject to disciplinary or other proceedings that could result in his/her dismissal; 

· is subject to an active final written warning; or 

· is repaying a previous loan from the organisation.

In deciding whether or not to approve a loan application, the organisation may take into account:

· the employee's ability to repay the loan, taking into account his/her salary and other loan or financial commitments; 

· the employee's personal circumstances; and 

· any extenuating circumstances. 

The organisation may require the employee to provide an up-to-date credit report and evidence to support their loan request.

Organisation's discretion
The organisation will decide at its absolute discretion whether or not to approve an employee’s loan application and whether or not the full amount of the loan requested will be provided.

No more than one loan at any one time may be approved.  Only one request for a loan will be considered in a twelve month period.

The organisation reserves the right to deny a loan application on whatever grounds it deems appropriate. 

Repayment terms
The loan repayment period will be agreed between the organisation and the employee and will depend on the type and amount of the loan. The usual length of a loan repayment period is [six/12] months.

Once the loan is made, the organisation will make deductions in equal [weekly/monthly] instalments from the employee's salary for the purposes of repayment of the loan. The first deduction will be made from the employee's salary in the [week/month] following the [week/month] in which the loan is made.

Deductions from the employee's salary for the purpose of repaying the loan will be recorded on the employee’s payslip.

Termination of employment
In the event of the termination of employment for any reason, the employee will be required on or before the date of termination to reimburse the organisation for the outstanding amount of the loan. A deduction equivalent to the outstanding loan amount will be made from any final payments due to the employee. Pay for these purposes includes (but is not limited to) salary, holiday pay, expenses, commission, bonus payments or enhanced redundancy pay. 

The organisation may at its absolute discretion agree to a request from the employee for further time to pay the outstanding loan. Such discretion will only be exercised in exceptional circumstances.

In the event that the employee's final pay is insufficient to allow for the whole of any such deduction, or the organisation agrees to further time for repayment of the outstanding amount, the employee will be required to make a separate payment(s) to the organisation, to be paid to the organisation within [one month] of the termination of his/her employment. If relevant, the HR department will set out a schedule for repayment of the outstanding amount.

If the employee does not repay the loan in accordance with this policy, the organisation may take legal action to recover the amount outstanding and any costs associated with these proceedings.

Application Procedure
To request a loan, an employee must complete a loan application form, which is available from [insert source details].

The employee should return the completed form to [name/job title/department]. The organisation may take up to [five] working days to consider the application. If the application is approved, the employee will be required to enter into a written agreement with the organisation for repayment of the loan which must be signed before the loan is released.

On receipt of the signed written agreement for repayment of the loan, the organisation will [initiate a transfer direct into the employee's bank or building society account/provide a cheque to the employee made out in his/her name] within [three] working days. Where the loan is for the purpose of purchasing a season ticket, the cheque will be made payable to the transport provider.

Disciplinary action
It is a disciplinary offence for an employee to abuse this policy. If an employee is found to have abused the policy, he/she will be subject to disciplinary proceedings, which could lead to dismissal.

