
 

 

 State Farm  

401(k) Savings Plan 

Summary Plan Description 

 Effective January 01, 2021  

 

  



401(k) Savings Plan 
2021 Summary Plan Description 

2 

 

Table of Contents 

Introduction ................................................................................................. 5 

Eligibility ...................................................................................................... 5 

Who Is Eligible ........................................................................................................................ 5 

Who Is Not Eligible ................................................................................................................. 5 

Enrollment .................................................................................................. 6 

As a New Hire or Newly Eligible for Benefits ........................................................................... 6 

As an Active Employee ........................................................................................................... 6 

How the Plan Works ................................................................................... 7 

Contributions............................................................................................... 7 

Salary Deferral Contributions .................................................................................................. 8 

Company Matching Contributions ........................................................................................... 9 

Company Nonelective Contributions ......................................................................................10 

Rollover Contributions ...........................................................................................................11     

Recontributions……………………………………………………………………………………...  12 

Maximum Annual Addition .....................................................................................................13 

Investments .............................................................................................. 13 

Investment of Contributions ...................................................................................................13 

Valuation Day ........................................................................................................................14 

Gains and Losses ..................................................................................................................14 

Elections Regarding Investments ..........................................................................................14 

Transfer Money Between Investment Options .......................................................................15 

Loans ........................................................................................................ 16 

General Provisions ................................................................................................................16 

Repayment ............................................................................................................................17 

Additional Payment and Early Payoff .....................................................................................17 

If You Do Not Repay Your Loan ............................................................................................17 

If You Leave the Company ....................................................................................................18 

Withdrawals .............................................................................................. 18 

Non-Hardship Withdrawal ......................................................................................................19 

Hardship Withdrawal .............................................................................................................19 

Withdrawal of Rollover Contributions .....................................................................................20 

Withdrawal of Roth 401(k) Rollover Contributions ..................................................................20 

Age 59½ Withdrawal .............................................................................................................20 

Age 59½ Roth 401(k) Withdrawal ..........................................................................................21 



401(k) Savings Plan 
2021 Summary Plan Description 

3 

 

Qualified Military Reservist Distribution ..................................................................................21 

Active Military Withdrawal ......................................................................................................21 

Distribution Options .................................................................................. 21 

Small Distribution Settlement .................................................................................................22 

Settlement at Termination ......................................................................................................23 

Required Minimum Distributions ............................................................................................23 

Settlement at Death ...............................................................................................................24 

Rollovers ...............................................................................................................................25 

Beneficiary Designation ............................................................................ 25 

Claims and Appeals Procedures ............................................................... 26 

Claims Procedures ................................................................................................................26 

Denial of a Claim ...................................................................................................................26 

How to Appeal a Denied Claim ..............................................................................................27 

Review of Claim Appeals .......................................................................................................27 

Miscellaneous ........................................................................................... 28 

Statements ............................................................................................................................28 

Benefit Adjustment ................................................................................................................28 

Benefits Payable to Incompetents .........................................................................................28 

Taxation ................................................................................................................................28 

Assignments ..........................................................................................................................29 

Top Heavy Provisions ............................................................................................................29 

Blackout Periods....................................................................................................................29 

Alight Protection Program™  ................................................................................................30 

Administrative Information ........................................................................ 31 

Official Plan Document ..........................................................................................................31 

Modification or Termination of the Plan ..................................................................................31 

Rules and Regulations...........................................................................................................31 

Pension Benefit Guaranty Corporation ..................................................................................31 

Additional Information ............................................................................................................31 

Summary Plan Description ....................................................................... 35 

Your Rights Under ERISA .....................................................................................................36 

Appendix A: Terms ................................................................................... 39 

Appendix B: Special Tax Notice Regardng Plan Payments Not from a 
Designated Roth Account ......................................................................... 42 

   Your Rollover Options………………………………………………………………………….. …..42 



401(k) Savings Plan 
2021 Summary Plan Description 

4 

 

General Information About Rollovers .....................................................................................42 

Special Rules and Options ....................................................................................................45 

Appendix C: Special Tax Notice Regarding Plan Payments from a 
Designated Roth Account ......................................................................... 49 

Your Rollover Options ...........................................................................................................49 

General Information About Rollovers .....................................................................................49 

Special Rules and Options ....................................................................................................53 

  



401(k) Savings Plan 
2021 Summary Plan Description 

5 

 

Introduction  

The State Farm 401(k) Savings Plan (“401(k) Plan” or “Plan”) provides participants the 
opportunity to accumulate retirement assets in a tax-favored program through the systematic 
investment of funds contributed by participants and the Companies, and to provide a source of 
retirement income for retired participants.  

With respect to Company Contributions, the Plan provides for different benefits based on the 
Employee’s most recent hire or rehire date.  Employees whose most recent hire or rehire date is  
on or after January 1, 2021 (“Post-2020 Employees”) generally have an opportunity to receive 
greater Company Contributions than Employees whose most recent hire or rehire date is  prior 
to January 1, 2021 (“Pre-2021 Employees”).  The Pre-2021 Employees may be eligible for 
benefits under the Retirement Plan.  

The Plan constitutes a pension benefit plan under the Employee Retirement Income Security 
Act of 1974, as amended ("ERISA"). Further, it is the intent of this Plan to constitute a plan 
described in section 404(c) of ERISA and Title 29 of the Code of Federal Regulations section 
2550.404(c)-1, and that the fiduciaries of the plan may be relieved of liability for any losses 
which are the direct and necessary result of investment instruction given by a participant or 
beneficiary.  

This Summary Plan Description describes the basic features of the Plan and how it operates as 
of the stated date. Please note the terms of the Plan have been amended through the years and 
that the prior provisions control for those respective years. This summary is provided for 
information purposes only and is not a contract of employment. It does not cover all provisions, 
limitations, and exclusions.  

In the case of a conflict between the information presented here and the plan, the terms of the 
applicable plan shall govern. A complete copy of the State Farm 401(k) Savings Plan may be 
obtained from the State Farm Benefits Center. 

Eligibility 

Who Is Eligible 

You are eligible to become a participant in the Plan if, based on the payroll records of State 
Farm Mutual Automobile Insurance Company (“State Farm” or the “Company”), you are an 
Employee of State Farm or one of the Participating Companies and you are at least 18 years 
old. 

Who Is Not Eligible 

You are not eligible for coverage under the 401(k) Plan and are excluded from participation if 
you fit any of the following descriptions, regardless of whether such individual is determined to 
be an employee of any of the Employers under common law, statute, or any other test of 
employment status: 

• Any director, unless you are otherwise regularly employed by the Company; 
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• Any person whose terms and conditions of employment are determined by a collective 
bargaining agreement between the Company and a labor union which does not make 
the Plan applicable to them; 

• Any person holding a State Farm Agent’s Agreement with any of the Companies or any 
employee of such person;  

• Any individual performing services for the Companies who is classified as an external 
associate per the Companies’ records, including but not limited to any external claim 
resource, any external resource of any kind, any contingent worker, any leased 
employee or any person otherwise operating or performing under a service provider 
agreement. The term “leased employee” means an individual who is a “leased 
employee” within the meaning of Section 414(n)(2) of the Internal Revenue Code and 
any other person who provides services to the Companies pursuant to an agreement 
between the Companies and a leasing organization or similar organization; or 

• Any person operating under a Staff Assistance Agreement. 

Enrollment 

As a New Hire or Newly Eligible for Benefits 

If you are a newly eligible Employee, you will be automatically enrolled in the Plan 30 days after 
your hire date is received by the Record Keeper. You will be automatically enrolled with a 
Before-Tax Contribution rate of 4% of your Salary.  You will also be enrolled in the automatic 
contribution increase feature of 1% each year (up to a maximum limit of 15%). If you were 
automatically enrolled in the Plan prior to 2021, your Before-Tax Contribution rate started at 3% 
of Salary and you were enrolled in the automatic contribution increase feature of 1% each year 
(up to a maximum of 10%).  Review the paragraph on Automatic Contribution Increase to learn 
more about this feature and the annual increase timing.  

The Before-Tax Contributions will be invested in the Target Date Portfolio based on the year in 
which you will attain age 65.  

You may opt out of this automatic enrollment within 30 days or you may enroll on your own (as 
an Active Employee) within the first 30 days.  Also, you may, at any time change your 
contribution rate and/or investment option. 

As an Active Employee 

Quick Enrollment 

Eligible Employees who have never enrolled in the Plan or who opted out of the automatic 
enrollment feature are eligible for quick enrollment. Quick enrollment is a streamlined approach 
to enroll in the plan.  If this enrollment process is elected, a Post-2020 Employee will be enrolled 
with a Before-Tax Contribution rate of 4% of your Salary and the automatic contribution increase 
feature of 1% each year (up to a maximum limit of 15%); a Pre-2021 Employee will be enrolled 
in the Plan with a Before-Tax Contribution rate of 3% of Salary and the automatic contribution 
increase feature of 1% each year (up to a maximum of 10%). Review the paragraph on 
Automatic Contribution Increase to learn more about this feature and the annual increase 
timing. 
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The Before-Tax Contributions Amounts will be invested in the Target Date Portfolio based on 
the year in which you will attain age 65.  

You can change the contribution rate and/or investment option at any time to meet your needs.  

Enroll on Your Own 

Employees who are not currently contributing to the Plan are eligible to enroll in the Plan on 
their own. Under the regular enrollment option, there are no default provisions. You must elect 
the following:  

• Contribution type (Before-Tax, Roth 401(k), or a combination of both); 

• Contribution amount (minimum $5 per pay) or rate (minimum 1%); and  

• The investment option(s) for contributions. 

You are able to change your contribution rate and/or investment option at any time to meet your 
needs.  

Contributions are taken from all paychecks (26 except for years where 27 apply). Note: A large 
401(k) contribution rate or dollar amount may significantly reduce your paycheck and cause 
some or all of your other scheduled deductions to be missed. 

How the Plan Works 

Saving for retirement is an important consideration. State Farm offers the 401(k) Plan to 
encourage you to be active in planning and saving for your financial future. The 401(k) Plan 
provides eligible employees the opportunity to save money on a Before-Tax and/or Roth (after-
tax) basis through contributions made from payroll deductions. 

The Plan allows you to manage your enrollment, add money to your account in the form of 
contributions, and take money from your account in the form of loans, withdrawals, and 
distributions. Please learn more about the contributions, loans, withdrawals, and distribution 
options you have available through the 401(k) Plan in the following sections. 

The amount of benefits you have in the Plan depends on the amount of contributions you make, 
the amount of contributions the Company makes, and your earnings in the 401(k) Plan account.  

The State Farm Benefits Resource website is your main point of contact for information on 
enrollment, contributions, investments, withdrawals, and distributions.  It is also the place to go 
to see your account balance and review educational material.  While on the State Farm Benefits 
Resource website, be sure to enroll in the Alight Protection Plan.  See the Additional Information 
section later in this document to learn more about the services and processes available. 

Contributions 

Contributions to the 401(k) Plan consist of: 

• Your Salary Deferral Contributions in the form of Before-Tax Contributions or Roth 
401(k) Contributions; 
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• Company Matching Contributions; 

• Company Nonelective Contributions; and 

• Rollover Contributions. 

An account will be established in your name to track your account balance.  

Salary Deferral Contributions 

All Employees are immediately eligible to contribute to the Plan.  There are two types of Salary 
Deferral Contributions that you can make to the Plan: Before-Tax Contributions and Roth 401(k) 
Contributions. You may contribute on either basis (or both) but the combined amounts may not 
exceed the Internal Revenue Service (IRS) limits that are set forth each year. Participants who 
are or will be age 50 or older during the year may make extra ‘Catch-Up” Contributions.  

For 2021, the maximum amount of Salary Reduction Contributions is $19,500 and the Catch-Up 
Contribution limit is $6,500. The limits may be adjusted annually by the Secretary of the 
Treasury to reflect increases in the cost of living. You cannot contribute more than the IRS limits 
in total, between this Plan and a different employer’s plan. If you contributed more than your 
contribution limit to this Plan or to this Plan and another plan, the excess amount (with earnings) 
must be distributed by no later than April 15 following the close of the Plan year. To allow time 
for processing, you should provide any needed records and request this amount be distributed 
by no later than April 1.  

When you are deciding on the amount to contribute to the Plan or want to change the amount 
you are now contributing, remember the 401(k) Savings Plan is designed as a long-term 
savings plan. You should only contribute an amount you can afford to leave in the Plan over a 
long period of time. While you may withdraw your money in limited circumstances, to gain the 
most benefit from the Plan, you should leave your money in the Plan for as long as possible.   

Certain low-income individuals who make Salary Deferral Contributions to a 401(k) Plan may be 
eligible for the Saver's Tax Credit when they file their tax return.  

Initial contribution elections, changes to contribution elections, and default contribution elections 
are based on information as of 11:59 p.m. CT on the Thursday of non-payday weeks to be 
effective on the next payday. Earlier cut-offs may be needed for holidays or other 
circumstances. Contributions will end when employment terminates. Specifically, Salary 
Deferral Contributions will only be taken from Salary if payroll records show you were an 
Employee on the last day of the payroll period. Salary Deferral Contributions will not be taken 
from Paid Time Off (PTO) payouts or severance.  

Vested Interest  

You are always 100% vested in your Salary Deferral Contributions.  

Changes or Adjustments to Contributions 

Salary Deferral Contributions Change 

You may increase, decrease, or discontinue your Salary Deferral Contributions at any time. 
Salary Deferral Contribution changes generally must be confirmed by 11:59 p.m. CT on the 
Thursday of non-payday weeks to be effective on the next payday. For example, payday is 
February 12, 2021. The contribution change request must be confirmed no later than 11:59 p.m. 

http://intranet.opr.statefarm.org/HRfinance/savings/hottopic/taxcred.htm
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CT on Thursday, February 4, 2021. Earlier cutoffs may be required due to company holiday 
processing needs or other circumstances.  Note: a large 401(k) contribution rate or dollar 
amount may significantly reduce your paycheck and cause some or all of your other scheduled 
deductions to be missed.  

Automatic Contribution Increase 

To help you save for a secure retirement, you can choose to have your percentage contribution 
election automatically increased each year by the percentage you designate (e.g., 1%, 2% or 
more). Participants can choose the automatic increase feature at any time.   

The contribution rate increase will occur in February and generally will be reflected in the last 
paycheck in February. However, the first automatic increase will not occur if this feature was 
chosen within three months of the scheduled automatic increase effective date. In this situation, 
the escalation will not apply until the following February. If you miss the cutoff, you may choose 
to increase your deferral percentage at any time. 

Participants who enrolled using Automatic Enrollment or Quick Enrollment are automatically 
enrolled in this option (increasing contributions by 1% each year up to 15% (for Post-2020 
Employees) or 10% (for Pre-2021 Employees). Participants may opt out of this feature at any 
time. 

Nondiscrimination  

The Plan Administrator may amend Salary Deferral Contribution elections in order to satisfy 
required nondiscrimination tests. Any amendments would impact highly compensated 
individuals only. 

Company Matching Contributions 

Post-2020 Employees   

Bi-Weekly Matching Contribution  

On each payday, the Company will match an eligible Post-2020 Employee’s Salary Deferral 
Contribution (excluding Catch-Up Contributions) up to 4% of Salary. A Post-2020 Employee is 
eligible for Company Matching Contributions if they have 6 months of Vesting Service. 

Matching True-Up Contribution 

On an annual basis, the Companies will compare, for each eligible Post-2020 Employee:  4% of 
Salary and the Employee’s eligible Salary Deferral Contributions (ignoring Salary and 
contributions during the initial 6 months of Vesting Service). If it is determined that an additional 
Matching Contribution is needed, the Matching True-Up Contribution will be made on or before 
April 1 of the year following the Plan Year. A Post-2020 Employee is eligible for the Company 
Matching True-Up Contribution if they have 6 months of Vesting Service and are an Employee 
on the last work day of the Plan year. 

Vested Interest  

A Post-2020 Employee is always 100% vested in their Company Matching Contributions.  
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Pre-2021 Employees   

On an annual basis, the Company will match a Pre-2021 Employee’s Salary Deferral 
Contributions, dollar for dollar, up to $900 if the participant is an Employee on the last workday 
of the year. In addition, a Company Matching Contribution will be paid to the accounts of 
participants who terminated employment during the applicable year on or after reaching age 55, 
due to death, or due to appointment as an Agent (and remains an Agent on December 31). A 
Company Matching Contribution will not be paid if employment is terminated for reasons other 
than those listed above.  

The Company Matching Contribution will be made on or before April 1 of the year following the 
Plan Year. 

Vested Interest  

A Pre-2021 Employee is always 100% vested in their Company Matching Contributions.  

Post-2020 and Pre-2021 Employees 

Company Matching Contributions paid to the Post-2020 and Pre-2021 Employees will be 
invested in accordance with the investment option(s) in place at the time the Company Matching 
Contribution is paid.  

The Company Matching Contribution is not subject to taxation until it is distributed.   

Company Nonelective Contributions  

Eligible Employees receive the Company Nonelective Contribution whether or not they are 
making Salary Deferral Contributions.   

Post-2020 Employees 

On an annual basis, the Company makes a Nonelective Contribution to the accounts of all 
eligible Post-2020 Employees.  The Nonelective Contribution is 3% of your eligible Salary 
(ignoring Salary during the initial 6 months of Vesting Service). The NEC is paid to eligible 
Employee accounts on or before April 1 of the year following the Plan Year. Post-2020 
Employees are eligible for the Company Nonelective Contribution if they have 6 months of 
Vesting Service and are an Employee on the last work day of the Plan year. 

Vested Interest  

A Post-2020 Employee will be 100% vested in their Company Nonelective Contributions at the 
earlier of: 

 The date the Post-2020 Employee complete three Years of Service after age 18, or 

 Age 65 (normal retirement age) if the Post-2020 Employee is an active Employee with 6 
months of Vesting Service.   

If a Post-2020 Employee leaves the Company prior to vesting in their Company Nonelective 
Contribution, the nonvested Company Nonelective Contributions will be forfeited after 60 
months or when the vested balance is $0. If an amount has been forfeited and reemployment 
occurs before the passage of 60 consecutive months, the forfeited amounts will be restored.   
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Pre-2021 Employees 

On the first payday in February, the Company makes a $300 Nonelective Contribution to the 
account of each eligible Pre-2021 Employee.   

In addition, a Nonelective Contribution will be paid to the account of each Pre-2021 Employee 
who terminated during the applicable year (before the pay end date for the first payday in 
February) due to death, on or after reaching age 55, or due to appointment as an Agent. 

Vested Interest  

A Pre-2021 Employee is fully vested in their Company Nonelective Contributions.  

Post-2020 and Pre-2021 Employees 

The Nonelective Contributions paid to Post-2020 and Pre-2021 Employees will be invested in 
accordance with the investment option(s) in place at the time the contribution is made. If the 
Employee is not making Salary Deferral Contributions and has not previously selected an 
account into which contributions should be made, the Company will establish an account and 
invest the Nonelective Contribution in the Target Date Portfolio based on the year in which the 
Employee will attain age 65. Employees may select a different investment account at any time.  

Whether the Employee has made a specific investment election or has been defaulted into a 
Target Date Portfolio, the Employee will be considered as having exercised control over the 

assets in their account and neither State Farm nor its fiduciaries will be responsible for any 
losses which are the direct and necessary result of investment instruction given by a 
participant or beneficiary. 

The Nonelective Contribution is not subject to taxation until it is distributed.   

Rollover Contributions 

Active Employees are eligible to roll over some or all of their money from another employer’s 
qualified plan or from an IRA into the Plan.  

Rollover Contributions can be made from:  

• Money currently in another employer’s qualified plan (including Roth 401(k) amounts and 
after-tax contributions); 

• Taxable money previously in another employer’s qualified plan that was rolled over into 
an IRA; 

• Money from traditional tax-deductible IRAs; or 

• Taxable rollovers from: 

o Section 403(b) tax-sheltered annuity plans; 

o Section 457(b) deferred compensation plans of a state or local government 
entity; 

o SIMPLE 401(k) plans; 

o Section 403(a) annuity plans; 
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o Federal thrift plans under section 7701(j); 

o SIMPLE IRAs with at least two years of participation; 

o IRA set up to receive a distribution from an eligible employer plan;  

o SEP IRAs; or 

o SARSEP IRAs. 

The Plan does not accept other contributions including money from Roth IRAs, already-taxed 
money from IRAs, required minimum distributions, hardship withdrawal distributions, money 
paid to you as a non-spousal beneficiary or non-spouse alternate payee.   

You choose how the rollover will be invested. In the absence of an election or if the total 
percentages of your elections do not equal 100%, the funds will be defaulted to the same 
accounts as your current contributions or, if there are no such accounts, amounts will be 
invested in the Target Date Portfolio based on the year in which you will attain age 65. You can 
select a different investment option at any time.   

Whether you have made a specific investment election or have been defaulted into a Target 
Date Portfolio, you will be considered as having exercised control over the assets in your 

account and neither State Farm nor its fiduciaries will be responsible for any losses which are 
the direct and necessary result of investment instruction given by a participant or beneficiary.  

Vested Interest  

Employees are fully vested in their Rollover Contributions.  

Recontributions  

Participants who have taken a COVID-Related Distribution may recontribute such amounts back 
to the Plan. You have 3 years from the date of the distribution in order to repay all or a portion of 
those amounts back to this Plan or another qualified plan that accepts rollovers or to an IRA.  
Contact the State Farm Benefits Center for further details.  

You choose how the contribution will be invested. In the absence of an election or if the total 
percentages of your elections do not equal 100%, the funds will be defaulted to the same 
accounts as your current contributions or, if there are no such accounts, amounts will be 
invested in the Target Date Portfolio based on the year in which you will attain age 65. You can 
select a different investment option at any time.   

Whether you have made a specific investment election or have been defaulted into a Target 
Date Portfolio, you will be considered as having exercised control over the assets in your 

account and neither State Farm nor its fiduciaries will be responsible for any losses which are 
the direct and necessary result of investment instruction given by a participant or beneficiary.  

Vested Interest  

Participants are fully vested in their Recontributions.  
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Maximum Annual Addition 

The Internal Revenue Code limits the maximum annual addition to a Participant's account. The 
Plan Administrator will contact you if you exceed this limitation.  

Investments   

Investment of Contributions  

The Plan offers a variety of different investment options with varying degrees of investment 
objectives, risk, and return. This provides you with flexibility to diversity your investments 
according to your personal risk tolerance.  You control how your 401(k) assets are invested.  
You may contribute to one or more options at the same time using percentage allocations. The 
Trustees have the power and authority to exercise all such rights (including voting), powers and 
privileges with respect to the investment options. The Plan provides the following investment 
options:  

 Target Date Portfolios:  

Note: the Target Date Portfolios use an asset allocation strategy designed and managed 
based on a target year (typically, the year in which the employee plans to retire).  If you 
fail to choose an investment option, contributions are made into the Target Date Portfolio 
based on when you will attain age 65.  See below parentheticals. 

New (later) target date portfolios are generally added as younger employees enter the 
workforce.  An existing target date portfolio will merge into the Income Portfolio seven 
years after the target date.   

o Income Portfolio (date of birth in 1947or earlier) 

o 2015 Portfolio (date of birth in 1948 - 1952) 

o 2020 Portfolio (date of birth in 1953 – 1957) 

o 2025 Portfolio (date of birth in 1958 – 1962) 

o 2030 Portfolio (date of birth in 1963 – 1967) 

o 2035 Portfolio (date of birth in 1968 – 1972) 

o 2040 Portfolio (date of birth in 1973 – 1977) 

o 2045 Portfolio (date of birth in 1978 – 1982) 

o 2050 Portfolio (date of birth in 1983 – 1987) 

o 2055 Portfolio (date of birth in 1988 - 1992)  

o 2060 Portfolio (date of birth in 1993 - 1997) 

o 2065 Portfolio (date of birth in 1998 or after) 

 Stable Value Portfolio 

 Short-Term Bond Portfolio 
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 Bond Portfolio 

 Balanced Portfolio 

 Large Cap Equity Portfolio 

 Small/Mid Cap Equity Portfolio 

 International Equity Portfolio 

Asset-based fees apply to all investment options and are used to pay for investment 
management fees.  

More Information   

More detailed information on the Investment Options and fees, including Fact Sheets showing 
investment and performance information, Annual Fee Disclosure, lists of an investment option’s 
holdings, and financial statements are available at the State Farm Benefits Resource website.  

Valuation Day 

In general, the Investment Options are valued daily. Contributions into an Investment Option are 
valued on the day the Plan accepts them. Withdrawals are valued on day of receipt, if confirmed 
before 3:00 p.m. CT; or in the case of a Hardship Withdrawal or a primary resident loan, the day 
of approval by the Record Keeper, if before 3:00 p.m. CT. However, if the day is one on which 
securities are not traded on the New York Stock Exchange, the Valuation Day will be the next 
day on which securities are traded.  

Gains and Losses 

Gains and losses are reflected in your account balance.    

Elections Regarding Investments  

You have the right to provide investment direction with respect to the amount held in your 401(k) 
Plan account. Information regarding each investment option is provided in the Fact Sheets and 
other documents available to you.  

There are no fees or expenses for changing your future investment allocation.  

Whether you have made a specific investment election or have been defaulted into a Target 
Date Portfolio, you will be considered as having exercised control over the assets in your 
account and neither State Farm nor its fiduciaries will be responsible for any losses which are 
the direct and necessary result of investment instruction given by a participant or beneficiary.   

Allocations 

You may allocate future contributions (Salary Deferral Contributions, Company Nonelective 
Contributions, and Company Matching Contributions) by percentage to one or a combination of 
all Investment Options. For example, you could allocate 50% to investment option A, 25% to 
investment option B, and 25% to investment option C. 
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Change Future Investments 

You may change the investment option for your future contributions. In order to be effective with 
respect to contributions on a particular payday, the change must be confirmed by 11:59 p.m. CT 
on the Thursday immediately preceding the payday.  For example, if payday is February 12, 
2021 and you changed your future contribution investment allocation on or before February 11, 
2021 the contribution made on February 12 will be invested using the new allocation. However, 
if you changed your investment allocation on February 12, 2021 (payday), contributions for that 
payday will be made with your prior investment allocation. Your new investment allocation will 
apply beginning with the next payday.  

Transfer Money Between Investment Options 

You may request a transfer or reallocation of funds in one Investment Option to another 
Investment Option.  

Transfer and reallocation requests confirmed before 3:00 p.m. CT or before market close, if 
before 3:00 p.m. CT on a trading day, will be effective on that day. Transfer and reallocation 
requests confirmed after that time on a trading day or on a non-trading day, such as the 
weekend, will be processed on the next trading day. 

The State Farm 401(k) Savings Plan ‘Frequent Trading Policy’ is as follows: 

1. All Portfolios except Stable Value and Short-Term Bond. Effective April 1, 2021, if a 
Plan participant transfers or reallocates any amount of assets from a Portfolio (other 
than the Stable Value Portfolio or the Short-Term Bond Portfolio), the Plan participant 
will not be able to transfer or reallocate any assets back into that Portfolio for 30 
calendar days from the transaction date of the most recent transfer or reallocation from 
that Portfolio. (See item 3 for additional portfolio exceptions).  

2. Stable Value Portfolio to Short-Term Bond Portfolio. Direct transfers from the Stable 
Value Portfolio to the Short-Term Bond Portfolio are not permitted. Indirect transfers 
from the Stable Value Portfolio into the Short-Term Bond Portfolio are not permitted 
within 90 days of transferring out of the Stable Value Portfolio.  

For example: If a Plan participant transfers or reallocates assets from the Stable Value 
Portfolio, those specific assets must be invested in another option(s) for at least 90 days 
before the assets may be transferred or reallocated to the Short-Term Bond Portfolio. 
However, those specific assets may be transferred back to the Stable Value Portfolio at 
any time.  

3. 2055 Portfolio, the 2060 Portfolio, or the 2065 Portfolio. Plan participants may not 
transfer or reallocate any assets into the 2055 Portfolio, the 2060 Portfolio, or the 2065 
Portfolio.  

NOTE:  ‘New money’ purchases of Employee Salary Reduction Contributions or Company 
Contributions (Matching and Nonelective), loan repayments, asset transfers and direct rollovers 
into the Plan are not restricted and may be contributed to any of the Portfolios. 

For all investment options, the above policy will not apply to the following types of transactions: 

a) Distributions, loans, and in-service withdrawals from a Plan; 
b) Redemptions of shares as part of a Plan termination or at the direction of a Plan; 
c) Redemptions of shares to remove excess shareholder contributions to certain types of 
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retirement accounts. 
d) Purchases of shares by reinvestment of dividends or capital gains distributions; 
e) Re-registrations of shares within the same fund; 
f) Conversions from one share class to another within the same fund;  
g) Redemptions of shares to pay fund or account fees;  

For information on where to go in order to review the full Frequent Trading Policy, see the State 
Farm Benefits Resource website.  

The Plan Administrator reserves the right to limit other investment account transfers as it deems 
appropriate.  There are no fees or expenses for transferring or reallocating funds from one 
Investment Option to another.  

You will be considered as having exercised control over the assets in your account and neither 
State Farm nor will its fiduciaries be responsible for any losses which are the direct and 
necessary result of investment instructions given by you.  

Loans 

Subject to the plan rules below, an active Employee may take loans from the Plan. There are 
two types of loans: a general purpose loan which can be taken for any reason; and a primary 
residence loan which is only available for the purchase of your primary residence. Only one loan 
of each type may be outstanding at a time.  

Both types of loans are secured by the remaining balance in your account.  

General Provisions 

The following bullet points set forth some of the rules established regarding Plan loans: 

• There is a $75 origination fee charged by the Record Keeper for each loan; 

• General purpose loans have a minimum loan term of one month and a maximum length 
of 60 months; 

• A primary residence loan has a minimum term of six months and a maximum of 120 
months, and a signed form is required. Documentation and information regarding the 
home purchase is required; 

• The interest rate is based on the Wall Street Journal published Prime Lending Rate plus 
1%. The rate is reviewed quarterly, using the Wall Street Journal rate in effect on the 
15th day of the month before the upcoming quarter, and changed on the 1st business day 
of the quarter if needed. The loan uses whatever rate is in effect for that quarter and 
remains at that rate for the life of the loan; 

The minimum loan amount is $500 and, when added to the balance of other loans from 
this Plan and any other tax-qualified defined contribution plan of the Company or an 
affiliate, shall not exceed the lesser of— 
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o 50% of your vested account balance; or 

o $50,000 reduced by the excess of the highest loan balance in the last 12 months 
over the total unpaid loan balances.   

• Employees on an unpaid leave of absence may have their loan repayments suspended 
for the lesser of one year or the period of the leave. If the unpaid leave of absence is 
longer than 12 months, manual loan repayments will be required. A Loan Repayment 
Coupon book will be mailed to the participant so payments may continue on a monthly 
basis. Upon return to work, payments will be re-amortized so that the payments are 
made within the term of the loan; and 

• Employees on unpaid military leave of absence will have their repayments suspended 
while on leave. At the end of the leave, the loan will be re-amortized and the due date of 
the loan will be extended by the length of the time of the service or leave, not exceeding 
the legal limit.  

Repayment 

The loan is required to be repaid through payroll deductions. In certain situations, manual 
repayment may be necessary. In these situations, you will be notified and provided loan 
repayment coupons to submit your payments. 

Loan repayments are not considered Salary Reduction Contributions eligible for a Company 
Matching Contribution.   

Additional Payment and Early Payoff 

You may make additional repayments or pay off the loan early with a cashier’s check, money 
order, or certified check payable to the State Farm 401(k) Savings Plan, submitted with an Early 
Loan Payment Invoice.  

If You Do Not Repay Your Loan 

If, for reasons other than employment termination, you do not make your scheduled loan 
payments as required under the terms of the Plan loan, your loan will become delinquent. If the 
delinquency is not repaid by the end of the cure period, your loan balance will be deemed as a 
distribution (and a taxable event) to you.   

The cure period is the end of the quarter following the quarter in which delinquency occurs. For 
example, if on January 31 a payment is missed, the cure period will end for this payment on 
June 30. If the missed payment is not repaid by the end of the cure period, the outstanding loan 
becomes deemed as a distribution.  

A loan that has been taxed due to delinquency will remain outstanding and continue to accrue 
interest until it is either repaid or you leave the Company. The outstanding loan plus accrued 
interest will count against the number of loans you are allowed to have at any one time and the 
loan amount available. The taxed loan and accrued interest must be repaid in full if you choose 
to pay off the outstanding balance. If you repay the loan, it will be applied to your account on an 
after-tax basis. 
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If You Leave the Company 

If employment terminates, your outstanding loan(s) balance becomes due in full. To repay your 
outstanding loan(s), in full or in part, you have until the earlier of: 

• 60 days after your termination date;  or 

• The date you request distribution of your entire vested balance in the plan. 

You will receive a Separation from Employment Notice showing the amount you owe. To pay off 
your loan(s), send a cashier’s check, certified check, or money order made payable to State 
Farm 401(k) Savings Plan and mail it to the State Farm Benefits Center.   

If you leave State Farm and do not repay your outstanding loan(s) balance in full, the unpaid 
portion of the loan and unpaid interest will be treated as a distribution and will be a taxable 
event to you. If you receive other cash payments from the Plan, the 20% federal tax withholding 
will be based on the entire amount being reported to you, including the amount of the loan 
balance. The amount withheld will be limited to the amount of other cash paid to you.  

To see if you may be able to do a rollover of this unpaid loan, see the Special Tax Notices 
section.   

Withdrawals 

In general, you cannot access your 401(k) account while you are still working for the Company. 
However, under certain circumstances, you may be able to withdraw some of the current value 
of your vested account balance.   

There are eight types of withdrawals from the 401(k) Savings Plan that you may take while an 
active employee.  

 Non-Hardship Withdrawal  

• Hardship Withdrawal 

• Withdrawal of Rollover Contributions  

• Withdrawal of Roth 401(k) Rollover Contributions  

• Age 59½ Withdrawal  

• Age 59½ Roth Withdrawal  

• Qualified Military Reservist Distribution 

• Active Military Withdrawal 

Taxation of the distribution depends on how the contributions were made and the reason for the 
distribution. In general, a distribution prior to age 59½ could result in an additional 10% tax 
when you file your federal income tax return. However, some exceptions do apply.  Please 
consult with your tax preparer or accountant for questions regarding your personal situation.    
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Non-Hardship Withdrawal 

Participant contributions made on an after-tax basis before September 1, 1988 and Tax 
Deductible Contributions (after-tax contributions designated in 1982 or 1983 as tax deductible 
contributions (IRAs)) may be withdrawn in whole or part of the current market value, including 
accumulated earnings on these contributions. A withdrawal cannot be less than $500.  

If you withdraw amounts which have already been taxed, the Plan will not report the withdrawn 
amount as taxable income. If you withdraw amounts not already taxed (accumulated earnings), 
the Plan will report this amount as ordinary taxable income in the year you receive payment.  

Hardship Withdrawal 

You must obtain all other withdrawals which became available under the Plan before being 
eligible for a Hardship Withdrawal.   

You may obtain a Hardship withdrawal if you demonstrate financial hardship of at least $500 for 
one of the following reasons: 

• Expenses for (or necessary to obtain) medical care as defined in Section 213(d) of the 
Internal Revenue Code, for you, your spouse, your dependents, or your primary 
beneficiary (beneficiaries) under the Plan; 

• Payment of tuition, related educational fees (including books), and room and board 
expenses for up to 12 months of post-secondary education for you, your spouse, 
children, your dependents, or your primary beneficiary (beneficiaries) under the Plan; 

• Costs directly related to the purchase or building of your principal residence, i.e., down 
payment and/or closing costs (excludes mortgage payments); 

• Payments necessary to prevent eviction from or foreclosure on your principal residence; 

• Payments for burial or of funeral expenses for the participant’s parent, spouse, children, 
your dependents, or your primary beneficiary (beneficiaries) under the Plan; 

• Expenses for the repair of damage to your principal residence due to an identifiable 
event that is sudden, unexpected, or unusual that would qualify for the casualty 
deduction under Internal Revenue Code Section 165 (determined without regard to 
whether the loss exceeds 10% of adjusted gross income and, further, effective 
November 1, 2018, without regard to the limitation set further in Code Section 165(h)); or 

• Expenses to cover needs resulting from certain disasters, if permitted by the Internal 
Revenue Service and adopted by the Plan.   

For purposes of the above hardship reasons, your dependents are any persons described as 
dependents in Section 152 of the Internal Revenue Code. In general, to be a “dependent” for 
these hardship reasons, the individual must be either a qualifying child or qualifying relative: 

• A qualifying child must (1) be related to the participant as either a child, sibling, or 
descendent of such individual; (2) be under the age of 19 (24 if a student) or 
permanently and totally disabled; (3) not provide over ½ of their own support; and (4) live 
with the participant for more than half of the year; or 
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• A qualifying relative is an individual (1) who is related to the participant (broad 
relationship test-child, sibling, parent, in-law); (2) for whom the participant provides over 
½ of the individual’s support for the year; and (3) who is not a qualifying child of 
someone else. A qualifying relative can also be (1) an individual (not necessarily related) 
to the participant; (2) who for the year has the same principal place of abode as the 
participant and is a member of the participant's household; (3) for whom the participant 
provides over ½ of the individual's support for the year; and (4) is not a qualifying child of 
anyone else.  

The hardship expense itself and the amount available for hardship must be at least $500. You 
may request an additional amount to cover income taxes reasonably anticipated to result from 
the withdrawal. If you request that option, the additional amount will be determined when your 
withdrawal is processed, generally 25% of the taxable portion of the withdrawal. The hardship 
expense and additional amount for taxes cannot exceed the maximum amount available for 
your hardship.   

To obtain a Hardship Withdrawal, you must: 

1. Complete an Application for Hardship Withdrawal; 

2. Provide acceptable third-party documentation of the immediate and heavy financial 
need; 

3. Satisfy the Record Keeper that the amount of withdrawal is limited to the money 
necessary to meet the hardship and the amount needed to pay any federal or state, or 
local income taxes or penalties which are reasonably anticipated to result from the 
distribution;  

4. Satisfy (in writing by electronic medium or other forms) the Record Keeper that you have 
insufficient cash or liquid assets to satisfy the financial need; and 

5. Secure any available withdrawals from the Plan prior to requesting a hardship.   

In a Hardship Withdrawal, you may withdraw Salary Deferral Contributions plus related earnings 
credited to your account as of December 31, 1988 as well as Salary Deferral Contributions 
made after this date. Also, you may withdraw Matching Contributions plus related earnings 
credited to your account as of December 31, 1988.  

Withdrawal of Rollover Contributions 

You may withdraw any available Rollover Contributions (including any after-tax rollovers). A 
withdrawal cannot be less than $500.  

Withdrawal of Roth 401(k) Rollover Contributions 

You may withdraw any available Roth 401(k) Rollover Contributions. A withdrawal cannot be 
less than $500.  

Age 59½ Withdrawal 

If you have attained age 59½, you may request a withdrawal of all or part of the current value of 
your vested account balance in the Plan, exclusive of Roth 401(k) Rollover Contributions and 
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Roth 401(k) Contributions, determined as of the Valuation Day. A withdrawal cannot be less 
than $500.  

Age 59½ Roth 401(k) Withdrawal 

If you have attained age 59½, you may request a withdrawal of all or part of the current value of 
your Roth 401(k) Rollover Contributions and Roth 401(k) Contributions in the Plan, determined 
as of the Valuation Day. A withdrawal cannot be less than $500.  

Qualified Military Reservist Distribution 

Military reservists called to active duty for at least 180 days or for an indefinite period may 
request a distribution of their Before-Tax Contributions and earnings. A withdrawal cannot be 
less than $500. While the distribution is subject to regular income taxation, the 10% early-
distribution tax may not apply.  

Active Military Withdrawal 

If you perform services in the uniformed services for a period of more than 30 days, you may 
withdraw your Before-Tax Contributions and earnings.   

A withdrawal cannot be less than $500. In addition, your contributions will be automatically 
suspended as you may not make Salary Deferral Contributions during the six-month period 
following the distribution. Following the six-month suspension, you will be notified of your 
eligibility to resume your contributions.   

If you are eligible for both the Active Military Withdrawal and the Qualified Military Reservist 
Distribution and you request an Active Military Withdrawal, your withdrawal will be treated as a 
Qualified Military Reservist Distribution.   

Distribution Options 
Upon or at any time following termination of employment, you may elect to receive a distribution 
of the vested portion of your account.  Upon notice of your termination, the Record Keeper will 
mail a Separation from Employment Notice to you.  

If the vested account balance is $5,000 or less, the account balance will be distributed 
regardless of the reason for the employment termination. See the rules set forth in the Small 
Distribution Settlement section.  

Taxation of the distribution depends on how the contributions were made and the reason for the 
distribution. If you take a distribution prior to age 59½, the amounts withdrawn may be subject to 
an additional 10% tax when you file your federal income tax return. However, some exceptions 
do apply.  Please consult with your tax preparer or accountant for questions regarding your 
personal situation.   

To ensure receipt of Plan communications following your separation from the Company, you 
must update your phone number(s), home and/or mailing address, email address, and mailing 
preferences on your account as changes occur.  
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Small Distribution Settlement 

If your total vested account balance is $5,000 or less at termination of employment, your 
account balance will be distributed from the Plan. You have 60 days after your termination 
notice is received by the Record Keeper to elect to have your account balance either: 

• Paid in a Direct Rollover to your IRA or other qualified plan; or 

• Paid to you in cash (less applicable income tax withholding). 

Unless you elect otherwise, the Record Keeper will pay all after-tax (non-Roth) contributions, if 
applicable, in cash.   

If you do not make a proper election within the 60-day period, then your distribution depends on 
the market value of your account at the time of distribution: 

• $1,000 or less: Your account will be distributed to you in cash. 

o When looking at value, all Roth money will be considered together and 
separately from all other funds in determining whether the eligible rollover 
distribution is greater than $1,000.  All other amounts will be considered together. 

• Greater than $1,000 and no more than $5,000: The Plan is required by law to make a 
direct rollover of your account balance to an IRA. Therefore, in this situation, your 
distribution will be processed as an “Automatic Rollover” to an IRA in your name with 
FPS Trust Company.   

If the account is automatically rolled to an IRA with FPS Trust Company under this default 
provision, your IRA will be invested in an investment product designed to preserve principal and 
provide a reasonable rate of return and liquidity. Any fees and expenses of the IRA will be 
charged against the assets held in the IRA. At any time, you can redirect the investment of this 
IRA, roll over the IRA assets to another IRA, or take a distribution from the IRA, subject to any 
applicable tax consequences.  

Special Notice Regarding the Sharing of Certain Information with FPS Trust 
Company for Automatic Rollovers 

This notice applies to the sharing of information with FPS Trust Company that does not involve 
your transactions or experiences with the Company. 

What Information Is Shared 

If your account is automatically rolled to FPS Trust Company under the above default provision, 
information may be shared with FPS Trust Company that was obtained from your account, such 
as your balance, your address, and your phone number; or information obtained from a 
consumer report, such as your credit history and your Social Security number.  

Why Information Is Shared 

Information may be shared about you with FPS Trust Company to affect the rollover of your 
account to a FPS Trust Company IRA account.  
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Settlement at Termination of Employment 

If you terminate your employment with State Farm and your total vested account balance is 
greater than $5,000, you may elect: 

• Direct Rollover to your IRA or other qualified plan; 

• Full distribution of your account (distribution is subject to income tax withholding); 

• Partial distribution of your account (distribution is subject to income tax withholding): 

o Part or all of the value of your account balance (exclusive of Roth amounts); or 

o Part or all of the value of your Roth amounts. 

A partial distribution cannot be less than $500. If you have account balances in more 
than one investment option, you may specify the investment option from which the 
distribution will be made. 

• To leave the balance in the Plan until a later date.  

In addition, upon reaching age 55 or after, you may elect:  

• Installment payments over monthly, quarterly, or annual periods. 

*Employees who terminated due to disability prior to 2018 are also eligible for 
installment payments.  

If you do not make an election, your account will remain in the Plan. You may transfer money 
between investment options, or elect a settlement (cash or rollover) at any time. Upon attaining 
your Required Beginning Date, you will be required to start distributions. See the Required 
Minimum Distributions section for more information.  

Required Minimum Distributions 

Distributions from your account must be distributed in accordance with the minimum distribution 
requirements of the Internal Revenue Code. Accordingly, distributions must begin by your 
Required Beginning Date. While you are living, the minimum amount to be distributed is 
calculated by dividing your prior December 31 account balance by the applicable factor from the 
IRS Uniform Table.  

The first year for which you must receive a distribution is the year in which you attain age 72 (or 
age 70 ½ if you attained that age prior to January 1, 2020) or retire, if later. While you may wait 
until the following April to take the first distribution, distributions for all subsequent years must be 
paid to you before December 31. If you choose to delay payment of the first distribution year to 
April 1 of the following year, the Plan will make two minimum distributions to you in the year of 
your required beginning date.   

The annual required minimum distribution amount, or any remaining portion, will be 
automatically disbursed from your account. Approximately 30 days before the payment date you 
will receive a reminder notice with information explaining your payment options. You may 
withdraw your required minimum distribution amount any time before the automatic payment 
date. To allow for adequate processing time, your withdrawal request should be no later than 
the automatic withdrawal date noted in the reminder notice.  
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Failure to take the minimum distribution can result in penalty taxes.  

Settlement at Death 

In the event of your death, settlement of your vested account balance will be made to your 
beneficiary. Your beneficiary can always take a full distribution.  

If an individual beneficiary’s account is $5,000 or less, it will be paid out in a single sum.   

Spousal beneficiaries and other individual beneficiaries with a balance greater than $5,000 may 
take a total distribution, partial distributions ($500 minimum), or monthly, quarterly, or annual 
payments, subject to the minimum required distribution rules of the Internal Revenue Code. The 
beneficiary may specify the investment option from which the partial distribution will be made. 
Distribution rules vary depending upon the beneficiary type.  

In general, the maximum distribution period for beneficiaries is: 

Type of Beneficiary Distribution Period Other Rules 

Spousal Beneficiary  Life expectancy Beneficiary may delay distribution 
commencement until the 
Participant would have attained 
age 72 (70 ½ if prior to 1/1/2020).  

Children beneficiaries (minor 
child of the deceased 
participant) 

Life expectancy Distributions must begin prior to 
December 31 of the year following 
the year of the participant’s death.  
In the tenth year after reaching age 
18, the entire account balance will 
be disbursed to the beneficiary 
(e.g. age 28). 

Non-spouse disabled 
beneficiaries (as defined by 
Internal Revenue Code Section 
72(m)(7) as of the participant’s 
date of death),  

Non-spouse chronically ill 
beneficiaries (as defined by the 
Internal Revenue Code Section 
401(a)(9)(E)(ii)(IV)) as of the 
participant’s date of death,   

Non-spouse beneficiaries no 
more than 10 years younger 
than the deceased participant.  

 

Life expectancy Distributions must begin prior to 
December 31 of the year following 
the year of the participant’s death 
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Other individual beneficiaries 10 years Must receive entire account 
balance prior to December 31 of 
the year containing the 10th 
anniversary of participant’s death 

Estates, other entities, and beneficiaries of beneficiaries will be paid in a single sum as soon as 
administratively feasible. Special rules apply if your beneficiary is a trust.   

Upon the death of the beneficiary, the remaining account balance will be paid to their 
beneficiary or their estate.   

Rollovers 

Rollover Options 

A Participant or a spousal beneficiary of the participant may elect to have any portion of an 
eligible rollover distribution paid directly to an eligible retirement plan specified by the Participant 
or spousal beneficiary. In addition, a non-spousal beneficiary of the Participant may elect to 
have an eligible rollover distribution paid directly to an Inherited IRA. An eligible rollover 
distribution is any distribution other than: 

• A hardship distribution;  

• A distribution that is one of a series of substantially equal periodic payments paid at least 
annually for life or for a period of ten years or more; or  

• The portion of a distribution that represents a required minimum distribution.  

Generally, an eligible retirement plan is a traditional IRA or another qualified employer plan. 
Please see the Special Tax Notice Regarding Plan Payments Not From a Designated Roth 
Account for more information.  

Roth 401(k) Rollovers out of the Plan 

You may roll over your Roth 401(k) balance to a Roth IRA or to another qualified Roth 401(k) 
account if the new employer accepts Roth rollovers. You will need to check with the new 
employer to determine eligibility.   

Please see the Special Tax Notice Regarding Plan Payments From a Designated Roth Account 
for more information.   

Beneficiary Designation 

All beneficiary designations must be filed with the Record Keeper. Effective April 1, 2009, 
beneficiary designation forms dated before September 2, 2008 are not valid.   

If you are married, your spouse is automatically your beneficiary. If you are married and want to 
designate someone other than your spouse to be a primary beneficiary, your spouse must give 
written, notarized consent to this designation on a properly completed Beneficiary Designation 
Authorization Form. This designation is not effective unless a properly completed Beneficiary 
Designation Authorization Form has been returned to the Record Keeper by the due date.   
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Spouse means any individual who is lawfully married to a participant under state law.  

If you are not married and you have not designated a beneficiary, your vested account balance 
will be paid to your estate upon your death. If a beneficiary designation is made, it is not 
effective unless a properly completed Beneficiary Designation Authorization Form has been 
signed and returned to the Record Keeper by the due date. 

If you and your primary beneficiary die simultaneously, and there is no sufficient evidence it was 
anything other than simultaneous, your beneficiary is considered to have predeceased you.  

You should review your beneficiary designation from time to time, making appropriate revisions 
for divorce and deaths. If you named your spouse as primary beneficiary and later divorce that 
spouse, they will no longer be considered your beneficiary. If you want your ex-spouse to be 
your beneficiary, you must update your beneficiary designation after the date of the divorce. 

Effective September 2, 2008, beneficiaries may name beneficiaries. Upon the death of the 
participant’s beneficiary, the beneficiary’s beneficiary will be paid the full account balance.  

Claims and Appeals Procedures  

Claims Procedures 

To make an official claim under the State Farm claim procedures, you must request a Claim 
Initiation Form. You must complete and return all pages of the Claim Initiation Form, including 
any documentation you feel supports the claim.  

Benefits under the State Farm 401(k) Savings Plan will be paid only if the Plan Administrator 
decides, in its discretion, that you are entitled to them. The determination process usually takes 
60 business days but no longer than 90 days after receipt of the claim. If special circumstances 
require an extension of time for processing, you will be notified of the circumstances. A decision 
will be made as soon as possible, but no later than 180 days after the date the original request 
was received.   

Denial of a Claim 

The Plan Administrator will provide written or electronic notification of any claim denial. The 
notice will state:  

• The reason or reasons for the denial;  

• A reference to the specific Plan provisions on which the denial was based; 

• A description of any additional material or information necessary for you to perfect the 
claim and an explanation of why such material or information is necessary; and 

• A description of the Plan's review procedures and the time limits applicable to such 
procedures. This will include a statement of your right to bring a civil action under 
Section 502(a) of ERISA following a denial on review. 



401(k) Savings Plan 
2021 Summary Plan Description 

27 

 

How to Appeal a Denied Claim 

If your claim is denied you may appeal the denial to the State Farm Pension Administrative 
Committee, C/O Claims and Appeals Management, within 60 days from the date of this letter. If 
you do not submit an appeal within this time period, you may not file an appeal for this claim at a 
later date.  

You may submit your appeal in writing to: 

State Farm Pension Administrative Committee 

C/O Claims and Appeals Management 

Dept. 01283 
P.O. Box 1407  

Lincolnshire, IL  60069-1407 

In preparing your appeal, you have the right to receive, upon request and without charge, 
reasonable access to or copies of any relevant documents, records, or other information relied 
upon by Claims and Appeals Management in making this determination. If you have any 
additional information or documentation to support your claim, you must submit it with your 
appeal. 

Review of Claim Appeals 

Upon receipt of your claim for review, the State Farm Pension Administrative Committee will 
make a decision no later than 60 days after the request for review is submitted. If special 
circumstances require an extension of time for processing, a decision will be made as soon as 
possible, but no later than 120 days after the request for review was received. The decision on 
review will be provided in writing in a manner calculated to be readily understood and will 
include specific reasons for the decisions, as well as specific references to pertinent Plan 
provisions on which the decision is based.  

If the decision on review is not furnished within the time limits described in the preceding 
paragraph, the claim shall be deemed to be denied on review. 

The State Farm Pension Administrative Committee has full discretionary authority and power to 
decide your appeal, and to interpret and construe the terms and provisions of the Plan and 
determine questions of fact and law in deciding your appeal.  The decision of the State Farm 
Pension Administrative Committee is final and binding. 

Your failure to file an appeal of the denial of your claim in the manner and within the time limits 
provided for in the Plan and Summary Plan Description will be considered a failure to exhaust 
your administrative remedies and will constitute a waiver of the rights and benefits you seek to 
establish under the Plan.  

If the State Farm Pension Administrative Committee denies your appeal, you have the right to 
initiate a civil action in federal court under section 502(a) of the Employee Retirement Income 
Security Act of 1974 (ERISA). This option is available to you only after you have exhausted all 
of the administrative remedies available to you through the Plan’s claims and appeals process. 
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Miscellaneous 

Statements 

You may generate an account statement, view a statement of your account as of a specific 
date, and/or print a statement. In addition, electronic notices are emailed to active employees 
each quarter which remind them how to view and/or request a statement. Paper statements are 
mailed to non-active employees, beneficiaries, and alternate payees each quarter. At any time, 
you have the right to request and receive, free of charge, a paper copy of your account 
statement. You may request a paper copy be mailed to you. This statement also provides fees 
and expenses incurred on your account, if applicable. 

Benefit Adjustment 

Any adjustment or reimbursement required for any reason, including but not limited to 
overpayments made in error, overpayments made following the death of one or more recipients, 
or overpayments made because of the recipient's failure to provide relevant information, will be 
made as the Plan Administrator deems equitable.  

Benefits Payable to Incompetents 

If any benefit or installment thereof becomes payable to any person who is a minor or is 
otherwise not competent to give a valid release, the Record Keeper will direct the Trustee to 
make payment to such person’s legal guardian or other legal representative. Any payment of a 
benefit or installment thereof made in accordance with the provisions of this section shall 
constitute a complete discharge of any liability for the making of such payment under the 
provisions of the Plan. 

Taxation 

Federal tax laws and regulations change from time to time, and state and local tax treatment of 
contributions and distributions may differ from federal tax treatment. Moreover, interpretation of 
these laws and regulations may vary. You should refer your specific questions to a tax advisor 
to be considered in light of current tax laws and your particular circumstances. Any amount 
withdrawn and taxes withheld will be reported to you and the appropriate taxing authorities as 
either a return of contributions, if after-tax contributions were made, or ordinary income, based 
on the state of residence at the time of distribution. State income taxes may also be withheld. 

If you receive a distribution prior to age 59½, an additional 10% tax on the taxable portion of 
certain distributions may be due when you file your federal income tax return.   

If your distribution includes Roth 401(k) Contributions and/or Roth 401(k) Rollover amounts, the 
taxability of the earnings depends on whether the distribution is “qualified.”  In general, to have a 
Qualified Distribution of Roth 401(k) Contributions, you must have had your Roth account for a 
minimum of five years and you are age 59½, become disabled, or die. The Roth five-year 
qualification period, the starting point is the earlier of:  

• January 1 of the year you began making Roth Contributions to the plan; or  

• January 1 of the year you first made Roth Contributions to another employer’s qualified 
retirement plan that were directly rolled over to the State Farm 401(k) Savings Plan. 
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A distribution is reported for tax purposes based on when the distribution is issued. The tax year 
cut-off is generally 4 business days prior to the end of the year due to timing for processing and 
check or direct deposit issuance. An announcement of the tax year cut-off date is 
communicated on the State Farm Benefits Resource website around mid-December each year. 
If a distribution is processed and confirmed after the cut-off timing, it will be reported for tax 
purposes in the following year.  

Assignments  

In General  

As a general rule, your account balance may not be assigned. This means your account 
balance may not be sold, used as collateral for a loan, given away or otherwise transferred. In 
addition, your creditors may not attach, garnish, or otherwise interfere with your account. 
However, the Plan Administrator may comply with any federal tax levy made pursuant to Code 
section 6331 and subject to the provisions of Code section 401(a)(13).  

Qualified Domestic Relations Orders  

Notwithstanding the above anti-assignment rule, all or a portion of your vested account balance 
may be used to satisfy a Qualified Domestic Relations Order (QDRO). A QDRO is a court order 
or decree that obligates you to pay child support or alimony, or otherwise allocates a portion of 
your account balance to support your spouse, former spouse, child, or other dependent. A 
participant or beneficiary may obtain, without charge, a copy of the Plan's QDRO procedures 
and model QDRO.  

Top Heavy Provisions 

The Internal Revenue Code provides rules for determining whether the Plan is top heavy. In 
general, the Plan is top heavy if the value of the aggregate of the accounts of "Key Employees" 
exceeds 60% of the aggregate of the accounts of all Employees under the Plan. Key Employees 
are generally officers and highly compensated Employees.  

In any one year in which the Plan is found to be top heavy, the Plan will provide a minimum 
contribution for each Participant who is a non-Key Employee in an amount equal to at least 3% 
of such Participant's compensation for the Plan Year, reduced in the following circumstances:  

• The percentage minimum contribution required shall not exceed the percentage 
contribution made for the Key Employee for whom such percentage is the highest for the 
Plan Year after taking into account benefits under the Retirement Plan; and  

• No minimum contribution will be required for a Participant under this Plan for any Plan 
Year if a minimum benefit is being accrued in the Retirement Plan.  

Blackout Periods 

The Plan may institute a blackout period during which participants and beneficiaries will be 

unable to engage in financial transactions involving their accounts. In the event of a blackout 

period of three or more days, participants and beneficiaries will be notified. 
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Alight Protection Program™  

Protecting your 401(k) benefits and personal information from fraud, cyber threats, and 
unauthorized activity is a top priority for all of us.  To help further safeguard your benefits and 
information, Alight Solutions, our benefits administrator, introduced the Alight Protection 
Program to reimburse losses due to fraud when you take the steps to help protect your account. 
Go to the My State Farm Benefits Resource website to learn more about the eligibility 
requirements, add your mobile number and choose to receive text messages from your benefits 
account. You will find a link to the Security Center at the bottom of each page on the website for 
additional detail regarding the Alight Protection Program. 
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Administrative Information  

Official Plan Document  

This summary provides general information about the 401(k) Plan, who is eligible to receive 
benefits under the Plan, what those benefits are, and how to obtain benefits. It is provided for 
information purposes only and is not a contract of employment. A copy of the Plan Document is 
available upon request to the State Farm Benefits Center.   

Modification or Termination of the Plan 

The Compensation Committee of State Farm Mutual Automobile Insurance Company shall have 
the right at any time, without the consent of the Participants, to amend any or all of the 
provisions of this Plan; with subsequent notice to the other participating companies. No 
amendment shall authorize or permit any part of the Trust Fund to be used for or diverted to 
purposes other than for the exclusive benefit of the Participants or their beneficiaries. Upon 
termination of the Plan, the Plan Administrator shall direct the Trustees to distribute to all 
participants the amounts credited to their respective accounts in cash or securities in such 
manner as the Plan Administrator determines. 

Rules and Regulations 

Benefits under this Plan will be paid only if the Plan Administrator decides in its discretion that 

the person is entitled to them. The Plan Administrator shall have full and complete authority, 

discretion, responsibility, and control over the management, administration, and operation of the 

Plan, including, but not limited to, the authority and discretion to make all reasonable rules and 

regulations required in the administration of the Plan and for the conduct of its affairs, to make 

all determinations that the Plan requires for its administration, and to construe and interpret the 

Plan whenever necessary to carry out its intent and purpose and to facilitate its administration. 

All such rules, regulations, determinations, constructions, and interpretations made by the Plan 

Administrator shall be binding upon the Companies and the employees and their beneficiaries, 

and all other interested parties. 

Pension Benefit Guaranty Corporation 

As this is a profit-sharing plan, benefits under this Plan cannot be insured by the Pension 
Benefit Guaranty Corporation.  

Additional Information  

In order to ensure receipt of Plan communications following your separation from the Company, 
you must update your phone number(s), home and/or mailing address, email address, and 
mailing preferences on your account as changes occur. You can make these updates by 
contacting the State Farm Benefits Center at 866-935-4015 or go online at 
www.statefarmbenefits.com.  

If you have selected to have documents sent to your secure mailbox on the State Farm 
Benefits Center website, it is important to keep your email address up to date since 
notification of new documents is sent to the preferred email address on file.  

http://www.statefarmbenefits.com/
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If this summary plan description contains any statements that disagree with the complete Plan 
document, the Plan document shall govern.  

You may examine Plan documents during normal business hours at the Human Resources 
Department, Corporate Headquarters. Upon written request to the State Farm Benefits Center 
at Dept 01283 PO Box1590, Lincolnshire, IL 60069-1590, copies of any or all of the documents 
will be furnished to you at a reasonable charge. The Plan's records are maintained on a 
calendar year basis, ending on December 31. 

Who to Contact Additional Information Topic 

State Farm Benefits 

Center 

1-866-935-4015 Monday – 
Friday, 7 a.m. – 6 p.m., CT 
or by accessing My State 
Farm Benefits Resource at  
www.statefarmbenefits.com 
 
This is a secured site 
available 24 hours a day, 
seven days a week. You 
are required to establish a 
User ID, password, and PIN 
to access your account. 
 
State Farm Benefits Center 
Dept 01283 
P.O. Box 1590 

Lincolnshire, IL 60069-1590 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Enrollment  

• Opt out of Automatic Enrollment 

• Quick Enrollment 

• Enroll on Your Own 

Contribution Changes 

• Current IRS contribution limits  

• Increase, decrease, or discontinue contributions 

• Change or discontinue automatic contribution increase 

• Request Rollover Contribution Form 

• Request excess contribution distribution (must be made 
by phone) 

• Recontribution  

Investment Changes  

• Change future investment allocation 

• Transfer or reallocate money between investment 
options  

Investment Information 

• Request information on investment options and fees  

• View Fact Sheet for investment options  

• View the Annual Fee Disclosure Statement  

• View or request a list of the assets comprising the 
portfolio of each investment option and the value of each 
such asset;  

• Obtain information concerning the value of the units in 
the investment options; 

• Request copies of the financial statements for each of 
the investment options;  

http://statefarmbenefits.com/
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Who to Contact Additional Information Topic 

 
 
State Farm Benefits 

Center 

1-866-935-4015 Monday – 
Friday, 7 a.m. – 6 p.m., CT 
or by accessing My State 
Farm Benefits Resource at  
www.statefarmbenefits.com 
 
This is a secured site 
available 24 hours a day, 
seven days a week. You 
are required to establish a 
User ID, password, and PIN 
to access your account. 
 

State Farm Benefits Center 

• Obtain information concerning the past and current 
investment performance of such options; and  

• Obtain information concerning the value of units held in 
your account. 

• View the Frequent Trading Policy 

Loans 

• Request a loan 

• Request Early Loan Payment invoice 

Withdrawals  

• Request a withdrawal 

Distributions 

• Request a partial, full, or rollover distribution 

• Request a partial distribution by fund (must be made by 
phone) 

• Request installment payments (must be made by phone) 

• Update personal information to ensure receipt of Plan 
communications 

• Request information regarding the Automatic Rollover 
process, the FPS Trust Company IRA, and applicable 
fees and expenses 

Beneficiary Designation 

• Designate or change a beneficiary 

Claims Procedures 

• Requesting a Claim Initiation Form (must be made by 
phone) 

Administrative and Miscellaneous Information 

• View your account balance and value of each of your 
investments, access your account statement or request 
a paper statement 

 

• Request Plan forms and documents 

• View the Summary Annual Report 

• Learn about the Alight Protection Program  

 

Dept 01283 

P.O. Box 1590 

Lincolnshire, IL  60069-

1590 

http://statefarmbenefits.com/
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Who to Contact Additional Information Topic 

 

Qualified Domestic Relations Order (QDRO) Information 

• Request Qualified Domestic Relations Order (QDRO) 
procedures or model QDRO (or by accessing the QO 
Center website at www.qocenter.com) 
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Summary Plan Description  

The information contained in this document and the Summary Plan Description for the State 
Farm 401(k) Savings Plan constitute a Summary Plan Description recognized by the Employee 
Retirement Income Security Act of 1974 (ERISA §102). 

Plan Information Details 

Name of Plan State Farm 401(k) Savings Plan 

Employer I.D. Number  37-0533100  

Plan Number  002 

Plan Sponsor  State Farm Mutual Automobile Insurance Company 

Type of Plan  Profit-sharing plan with salary reduction features  401(k) 

Effective Date The Plan, as amended is effective January 1, 2021.The 
original effective date was in 1968. 

Plan Year Ends A calendar year beginning on January 1 and ending on 
December 31 

Plan Administrator and 
Named Fiduciary 

The Plan Administrator and Named Fiduciary is the Pension 
Administrative Committee. The Pension Investment Committee 
is the Named Fiduciary with respect to the asset operations.  
Questions regarding participation should be directed to: 

State Farm Benefits Center 
Dept 01283 
P.O. Box 1590 
Lincolnshire, IL  60069-1590 
1-866-935-4015 

All communication concerning the Plan can be directed to the 
address below or you may call the State Farm Benefits Center 
at 1-866-935-4015.   

Pension Administrative Committee 
State Farm Mutual Automobile Insurance Company 
One State Farm Plaza, C-1 
Bloomington, IL 61710 
1-309-766-2707 

Type of Administration  Employer administration 

Plan Funding State Farm 401(k) Savings Plan Trust 
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Plan Information Details 

Agent for Service of Legal 
Process 

Service of legal process may be made upon the Plan 
Administrator, a Trustee, or the designated agent: 

Michael Trout 
Vice President-Human Resources 
One State Farm Plaza 
Bloomington, Illinois 61710  

Participating Companies 1. State Farm Mutual Automobile Insurance Company  
2. State Farm Life Insurance Company 
3. State Farm Life and Accident Assurance Company 
4. State Farm Fire and Casualty Company 
5. State Farm Indemnity Company 
6. State Farm General Insurance Company 
7. State Farm Lloyds 
8. State Farm Florida Insurance Company 
9. State Farm VP Management Corp  
10. State Farm International Holding Company 

Record Keeper Alight Solutions: 
State Farm Benefits Center  
Dept 01283 
P.O. Box 1590 
Lincolnshire, IL  60069-1590 
1-866-935-4015 

Trustees Rod Hoff, Trustee  
One State Farm Plaza  
Bloomington, IL 61710-0001  
 
Michael Roper, Trustee  
One State Farm Plaza  
Bloomington, IL 61710-0001 

 

Your Rights Under ERISA  

As a participant in the State Farm 401(k) Savings Plan, you are entitled to certain rights and 
protections under the Employee Retirement Income Security Act of 1974 (ERISA). ERISA 
provides that all plan participants shall be entitled to the following. 

Receive Information About Your Plans and Benefits  

You may:  

• Examine, without charge, at the Plan Administrator's office and at other specified 
locations, such as worksites, all documents governing the plan and a copy of the latest 
annual report (Form 5500 Series) filed by the plan with the US Department of Labor and 
available at the Public Disclosure Room of the Pension and Welfare Benefit 
Administration. 
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• Obtain, upon written request to the Plan Administrator, copies of documents governing 
the operation of the plan and copies of the latest annual report (Form 5500 Series) and 
an updated summary plan description. The Plan Administrator may charge a reasonable 
charge for certain documents. 

• Receive a summary of the annual financial report for the Plan.  The Plan Administrator is 
required by law to furnish each Participant with a copy of this summary annual report.  
Each year, the Company will provide Plan Participants with a summary of the Plan's 
annual financial report, as required by ERISA.  

• In addition, once each year you may request, in writing, a statement, without charge, 
which describes-in dollars-and-cents terms-any benefit you have accrued under the 
Plan. Specifically, this statement explains whether you have a vested interest in 
(entitlement to) this accrued benefit. If you do not, it should tell you how much longer you 
must work to become vested; whether or not you have earned a right to receive benefits 
at retirement age. The Plan must provide this statement free of charge.  

Prudent Actions By Plan Fiduciaries  

In addition to creating rights for plan participants, ERISA imposes duties upon the people who 
are responsible for the operation of the employee benefit plan. The people who operate your 
plan, called “fiduciaries” of the plan, have a duty to do so prudently and in the interest of you 
and other plan participants and beneficiaries. No one, including your employer, or any other 
person, may fire you or otherwise discriminate against you in any way to prevent you from 
obtaining a welfare benefit, or exercising your rights under ERISA. 

Enforce Your Rights  

If your claim for benefits is denied or ignored, in whole or in part, you have a right to know why 
this was done, to obtain copies of documents relating to the decision without charge, and an 
appeal to any denial, all within certain time schedules. 

Under ERISA, there are steps you can take to enforce the above rights. For instance, if you 
request a copy of plan documents or the latest annual report from the plan and do not receive 
them within 30 days, you may file suit in a federal court. In such a case, the court may require 
the Plan Administrator to provide the materials and pay you up to $110 a day until you receive 
the materials, unless the materials were not sent because of reasons beyond the control of the 
Plan Administrator. 

If you have a claim for benefits that is denied or ignored, in whole or in part, you may file suit in 
a state or federal court. If it should happen that plan fiduciaries misuse the plan's money, or if 
you are discriminated against for asserting your rights, you may seek assistance from the US 
Department of Labor, or you may file suit in a federal court. The court will decide who should 
pay court costs and legal fees. If you are successful, the court may order the person you have 
sued to pay these costs and fees. If you lose, the court may order you to pay these costs and 
fees, for example, if it finds your claim is frivolous. 

Assistance With Your Questions  

If you have any questions about your plan, you should contact the Plan Administrator. If you 
have any questions about this statement or about your rights under ERISA, or if you need 
assistance in obtaining documents from the Plan Administrator, you should contact the nearest 
office of the Pension and Welfare Benefits Administration, US Department of Labor, listed in 
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your telephone directory or the Division of Technical Assistance and Inquiries, Pension and 
Welfare Benefits Administration, US Department of Labor, 200 Constitution Avenue N.W., 
Washington, D.C. 20210. You may also obtain certain publications about your rights and 
responsibilities under ERISA by calling the publications hotline of the Pension and Welfare 
Benefits Administration. 
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Appendix A: Terms 

Before-Tax Contributions 
Before-Tax Contributions are made after Social Security taxes and before federal (and possibly 
state and local) income taxes are withheld from your pay. This approach reduces the amount 
you pay in taxes at the time of the contribution and may allow you to contribute more than you 
could if you had to pay taxes upfront. Your tax savings will depend on your tax bracket and the 
amount of your Salary Deferral Contribution. These contributions and earnings are subject to 
income taxes when withdrawn from the Plan.  
 
Catch-up Contributions 
Additional Before-Tax and/or Roth contributions that may be made annually to the 401(k) 
Savings Plan by eligible participants who are age 50 or older as of December 31 of the current 
calendar year. The Internal Revenue Code limits the amount you can contribute annually on a 
catch-up basis. This limit is subject to change periodically.  

 
Company or Companies  
The State Farm Mutual Automobile Insurance Company, State Farm Fire and Casualty 
Company, State Farm General Insurance Company, State Farm Florida Insurance Company, 
State Farm Indemnity Company, State Farm Life Insurance Company, State Farm Life and 
Accident Assurance Company, State Farm VP Management Corp., State Farm International 
Holding Company, and such other affiliated companies as may elect to offer the Plan, with the 
consent of the Company.  

 

Post-2020 Employee 
An individual hired, rehired, or who otherwise becomes an Employee after December 31, 2020.  

For example, as a result of being rehired after having terminated employment with an Employer 
or transferring from a Nonparticipating Affiliate to an Employer. It is possible for a participant to 
be classified as both a Pre-2021 and Post -2020 participant during separate periods of 
employment with the Company.  
 
Pre-2021 Employee 
An individual’s most recent date of hire as an Employee is prior to January 1, 2021.  It is 
possible for a participant to be classified as both a Pre-2021 and Post-2020 participant during 
separate periods of employment with the Company.   
 
Record Keeper  

The term Record Keeper means the person or entity that maintains the records of the Plan and 
performs day-to-day administrative tasks pursuant to the instructions of the Committee. 

Required Beginning Date 
April 1 of the calendar year following the later of the year in which you attain age 72 (or age 70 
½ if you turned 70 ½ prior to January 1, 2020) or the year in which you retire. 
 
Retirement Plan 
The State Farm Insurance Companies Retirement Plan for United State Employees. The 
Retirement Plan provides a defined pension benefit to eligible employees.  The Retirement Plan 
does not cover service while a Post-2020 Employee.   
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Roth 401(k) Contributions 
Roth 401(k) Contributions are made after Social Security and income taxes are withheld from 
your pay. Because Roth 401(k) Contributions are made after taxes have been withheld, they 
don’t reduce your current taxable income the way Before-Tax Contributions do. However, Roth 
401(k) Contributions and their associated earnings are not subject to taxation when taken as 
part of a Qualifying Distribution.   

There are no income restrictions to making Roth 401(k) Contributions and Roth 401(k) 
Contributions do not impact eligibility to contribute to a Roth IRA. Questions on eligibility for all 
IRAs should be directed to a financial advisor or tax professional. 

Salary 
Salary means the bi-weekly pay, and includes regular wages, overtime, differentials, short-term 
disability pay, paid time off, and incentive pay and other performance-based bonuses. It shall 
not include reimbursements or other expense allowances, fringe benefits (cash and non-cash), 
moving expenses, amounts deferred under or distributions from nonqualified deferred 
compensation arrangements, welfare benefits, settlement payments, nor pay for unused or 
accrued time-off benefits. Salary shall be calculated without regard to any Salary Reduction 
Contributions under this Plan or any other qualified retirement plan maintained by the Company 
or any affiliate, or prior to any salary reduction under Code section 125 or 132(f)(4).  (Before-tax 
Contributions and Roth 401(k) Contributions are includible as Salary at the time the Participant 
would have received the amount as cash, but for the cash or deferred election.) Furthermore, 
any payments made after an Employee’s Vesting Service terminates, other than the Employee’s 
last regular paycheck, shall not be considered as Salary.  

For purposes of determining the amount eligible for Employer Matching Contributions, and 
Employer Nonelective Contributions the Salary of each Employee that may be taken into 
account under the Plan shall not exceed the Code section 401(a)(17)(B) limit and shall not 
include compensation during the initial 6 month Vesting Service period. (For the Plan Year 
beginning on January 1, 2020, the adjusted pay cap is $285,000). 

Vested Interest  

Having a vested interest means you have a non-forfeitable right to a benefit. 
 

Vesting Service 

Vesting service means the Employee’s period of employment with the Company and its 
affiliates.  Vesting Service shall be determined based on days.  Each full 365 days of Vesting 
Service shall constitute a completed year of Vesting Service.  It does not include service prior to 
age 18 or gaps in employment of more than 365 days, but includes gaps of shorter duration.  If 
you terminate employment prior to vesting and later rehire, your prior service will be considered.  
However, if there has been a 5 year break in service, any forfeited Nonelective Contributions will 
not be reinstated.  

Service in the following positions is counted as Vesting Service: 
• Employment at BlueOwl, LLC or HiRoad Assurance Company;  
• Employment  under a Staff Assistance Agreement; or  
• Leased employment time by any person who is not a State Farm employee but who 

provides services to State Farm if: 
o Such services are provided pursuant to an agreement between the State Farm 

and another organization; and  
o The work was performed under the primary direction and control of State Farm 

(what was done and how it was done); and 
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o Such person has performed such services to State Farm on a substantially full-
time basis (at least 1500 hours of service) during any consecutive 12-month 
period.  (Must have hours worked in each month of that 12-month period).   

 
Employees must provide the Plan Administrator with required documentation. 
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Appendix B: Special Tax Notice Regarding Plan 
Payments Not From a Designated Roth Account 

This special tax notice applies to the portion of a payment that is eligible for rollover. 

Your Rollover Options 

You are receiving this notice because all or a portion of a payment you are receiving from the 
State Farm 401(k) Savings Plan (the “Plan”) is eligible to be rolled over to an IRA or an 
employer plan. This notice is intended to help you decide whether to do such a rollover. This 
notice describes the rollover rules that apply to payments from the Plan that are not from a 
designated Roth account (a type of account in some employer plans that is subject to special 
tax rules). If you also receive a payment from a designated Roth account in the Plan, you will be 
provided a different notice for that payment, and the Plan administrator or the payor will tell you 
the amount that is being paid from each account. Rules that apply to most payments from a plan 
are described in the General Information About Rollovers section. Special rules that only apply 
in certain circumstances are described in the Special Rules and Options section. 

General Information About Rollovers 

How Can a Rollover Affect my Taxes? 

You will be taxed on a payment from the Plan if you do not roll it over. If you are under age 59½ 
and do not do a rollover, you will also have to pay a 10% additional income tax on early 
distributions (generally, distributions made before age 59½, unless an exception applies). 
However, if you do a rollover, you will not have to pay tax until you receive payments later and 
the 10% additional income tax will not apply if those payments are made after you are age 59½, 
(or if an exception to the additional income tax applies).   

What Types of Retirement Accounts and Plans May Accept My Rollover? 

You may roll over the payment to either an IRA (an individual retirement account or individual 
retirement annuity) or an employer plan (a tax-qualified plan, section 403(b) plan, or 
governmental section 457(b) plan) that will accept the rollover. The rules of the IRA or employer 
plan that holds the rollover will determine your investment options, fees, and rights to payment 
from the IRA or employer plan (for example, IRAs are not subject to spousal consent rules and 
IRAs may not provide loans). Further, the amount rolled over will become subject to the tax 
rules that apply to the IRA or employer plan. 

How Do I Do a Rollover? 

There are two ways to do a rollover. You can do either a direct rollover or a 60-day rollover:  

• Direct Rollover: If you do a direct rollover, the Plan will make the payment directly to 
your IRA or an employer plan. You should contact the IRA sponsor or the administrator 
of the employer plan for information on how to do a direct rollover. 

• 60-Day Rollover: If you do not do a direct rollover, you may still do a rollover by making 
a deposit into an IRA or eligible employer plan that will accept it. Generally, you will have 
60 days after you receive the payment to make the deposit. If you do not do a direct 
rollover, the Plan is required to withhold 20% of the payment for federal income taxes, 
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up to the amount of cash and property received other than employer stock. This means 
that, in order to roll over the entire payment in a 60-day rollover, you must use other 
funds to make up for the 20% withheld. If you do not roll over the entire amount of the 
payment, the portion not rolled over will be taxed and will be subject to the 10% 
additional income tax on early distributions if you are under age 59½, unless an 
exception applies. 

How Much May I Roll Over? 

If you wish to do a rollover, you may roll over all or part of the amount eligible for rollover. Any 
payment from the Plan is eligible for rollover, except: 

• Certain payments spread over a period of at least 10 years or over your life or life 
expectancy (or the joint lives or joint life expectancies of you and your beneficiary); 

• Required minimum distributions after age 70½ (if you were born before July 1, 1949), 
after age 72 (if you were born after June 30, 1949), or after death; 

• Hardship distributions; 

• Corrective distributions of contributions that exceed tax law limitations; 

• Loans treated as deemed distributions (for example, loans in default due to missed 
payments before your employment ends); 

• Cost of life insurance paid by the Plan; 

• Amounts treated as distributed because of a prohibited allocation of S corporation stock 
under an ESOP (also, there will generally be adverse tax consequences if you roll over a 
distribution of S corporation stock to an IRA); and 

• Payments of certain automatic enrollment contributions that you request to withdraw 
within 90 days of your first contribution; and 

• Distributions of certain premiums for health and accident insurance. 

The Plan administrator or the payor can tell you what portion of a payment is eligible for rollover. 

If I Do Not Do a Rollover, Will I Have to Pay the 10% Additional Income Tax 
on Early Distributions? 

If you are under age 59½, you will have to pay the 10% additional income tax on early 
distributions for any payment from the Plan, including amounts withheld for income tax, that you 
do not roll over, unless one of the exceptions listed below applies. This tax applies to the part of 
the distribution that you must include in income and is in addition to the regular income tax on 
the payment not rolled over. 

The 10% additional income tax does not apply to the following payments from the Plan: 

• Payments made after you separate from service if you will be at least age 55 in the year 
of the separation; 

• Payments that start after you separate from service if paid at least annually in equal or 
close to equal amounts over your life or life expectancy (or the joint lives or joint life 
expectancies of you and your beneficiary); 
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• Payments from a governmental plan made after you separate from service if you are a 
qualified public safety employee and you will be at least 50 in the year of separation; 

• Payments made due to disability; 

• Payments after your death; 

• Corrective distributions of contributions that exceed tax law limitations; 

• Cost of life insurance paid by the Plan; 

• Payments made directly to the government to satisfy a federal tax levy; 

• Payments made under a Qualified Domestic Relations Order (QDRO); 

• Payments of up to $5,000 made to you from a defined contribution plan if the payment is 
a qualified birth or adoption distribution; 

• Payments up to the amount of your deductible medical expenses (without regard to 
whether you itemize deductions for the taxable year); 

• Certain payments made while you are on active duty if you were a member of a reserve 
component called to duty after September 11, 2001 for more than 179 days;  

• Payments of certain automatic enrollment contributions that you request to withdraw 
within 90 days of your first contribution; 

• Payments excepted from the additional income tax by federal legislation relating to 
certain emergencies and disasters; and  

• Phased retirement payments made to federal employees. 

If I Do a Rollover to an IRA, Will The 10% Additional Income Tax Apply to 
Early Distributions from the IRA? 

If you receive a payment from an IRA when you are under age 59½, you will have to pay the 
10% additional income tax on early distributions on the part of the distribution that you must 
include in income, unless an exception applies. In general, the exceptions to the 10% additional 
income tax for early distributions from an IRA are the same as the exceptions listed above for 
early distributions from a plan. However, there are a few differences for payments from an IRA, 
including: 

• The exception for payments made after you separate from service if you will be at least 
age 55 in the year of the separation (or age 50 for qualified public safety employees) 
does not apply; 

• The exception for Qualified Domestic Relations Orders does not apply (although a 
special rule applies under which, as part of a divorce or separation agreement, a tax-free 
transfer may be made directly to an IRA of a spouse or former spouse);and  

• The exception for payments made at least annually in equal or close to equal amounts 
over a specified period applies without regard to whether you have had a separation 
from service; and 

• Additional exceptions for payments from an IRA including:  
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• Payments for qualified higher education expenses,  

• Payments up to $10,000 used in a qualified first-time home purchase, and 

• Payments for health insurance premiums after you have received unemployment 
compensation for 12 consecutive weeks, or would have been eligible to receive 
unemployment compensation but for self-employed status.  

Will I Owe State Income Taxes? 

This notice does not address any State or local income tax rules, including withholding rules. 

Special Rules and Options 

If Your Payment Includes After-Tax Contributions 

After-tax contributions included in a payment are not taxed. If you receive a partial payment of 
your total benefit, an allocable portion of your after-tax contributions is included in the payment, 
so you cannot take a payment of only after-tax contributions. However, if you have pre-1987 
after-tax contributions maintained in a separate account, a special rule may apply to determine 
whether the after-tax contributions are included in the payment. In addition, special rules apply 
when you do a rollover, as described below.   

You may roll over to an IRA a payment that includes after-tax contributions through either a 
direct rollover or a 60-day rollover. You must keep track of the aggregate amount of the after-tax 
contributions in all of your IRAs (in order to determine your taxable income for later payments 
from the IRAs). If you do a direct rollover of only a portion of the amount paid from the Plan and 
at the same time the rest is paid to you, the portion rolled over consists first of the amount that 
would be taxable if not rolled over. For example, assume you are receiving a distribution of 
$12,000, of which $2,000 is after-tax contributions. In this case, if you directly roll over $10,000 
to an IRA that is not a Roth IRA, no amount is taxable because the $2,000 amount not rolled 
over is treated as being after-tax contributions. If you do a direct rollover of the entire amount 
paid from the Plan to two or more destinations at the same time, you can choose which 
destination receives the after-tax contributions.   

Similarly, if you do a 60-day rollover to an IRA of only a portion of a payment made to you, the 
portion rolled over consists first of the amount that would be taxable if not rolled over. For 
example, assume you are receiving a distribution of $12,000, of which $2,000 is after-tax 
contributions and no part of the distribution is directly rolled over. In this case, if you roll over 
$10,000 to an IRA that is not a Roth IRA in a 60-day rollover, no amount is taxable because the 
$2,000 amount not rolled over is treated as being after-tax contributions.   

You may roll over to an employer plan all of a payment that includes after-tax contributions, but 
only through a direct rollover and only if the receiving plan separately accounts for after-tax 
contributions and is not a governmental section 457(b) plan. You can do a 60-day rollover to an 
employer plan of part of a payment that includes after-tax contributions, but only up to the 
amount of the payment that would be taxable if not rolled over. 

If You Miss The 60-Day Rollover Deadline 

Generally, the 60-day rollover deadline cannot be extended. However, the IRS has the limited 
authority to waive the deadline under certain extraordinary circumstances, such as when 
external events prevented you from completing the rollover by the 60-day rollover deadline. 
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Under certain circumstances, you may claim eligibility for a waiver of the 60-day rollover 
deadline by making a written self-certification.  Otherwise, to apply for a waiver from the IRS, 
you must file a private letter ruling request with the IRS. Private letter ruling requests require the 
payment of a nonrefundable user fee. For more information, see IRS Publication 590-A, 
Contributions to Individual Retirement Arrangements (IRAs). 

If You Have an Outstanding Loan That Is Being Offset 

If you have an outstanding loan from the Plan, your Plan benefit may be offset by the 
outstanding amount of the loan, typically when your employment ends. The offset amount is 
treated as a distribution to you at the time of the offset. Generally, you may roll over all or any 
portion of the offset amount.  Any offset amount that is not rolled over will be taxed (including 
the 10% additional income tax on early distributions, unless an exception applies).  You may roll 
over offset amounts to an IRA or an employer plan (if the terms of the employer plan permit the 
plan to receive plan offset rollovers).   

How long you have to complete the rollover depends on what kind of plan loan offset you have. 
If you have a qualified plan loan offset, you will have until your tax return due date (including 
extensions) for the tax year during which the offset occurs to complete your rollover. A qualified 
plan loan offset occurs when a plan loan in good standing is offset because your employer plan 
terminates, or because you sever from employment. If your plan loan offset occurs for any other 
reason (such as failure to make level loan repayments that results in a deemed distribution), 
then you have 60 days from the date the offset occurs to complete your rollover 

If You Were Born on Or Before January 1, 1936 

If you were born on or before January 1, 1936 and receive a lump sum distribution that you do 
not roll over, special rules for calculating the amount of the tax on the payment might apply to 
you. For more information, see IRS Publication 575, Pension and Annuity Income. 

If You Roll Over Your Payment to a Roth IRA 

If you roll over a payment from the Plan to a Roth IRA, a special rule applies under which the 
amount of the payment rolled over (reduced by any after-tax amounts) will be taxed. In general, 
the 10% additional income tax on early distributions will not apply. However, if you take the 
amount rolled over out of the Roth IRA within the 5-year period that begins on January 1 of the 
year of the rollover. The 10% additional income tax penalty will apply (unless an exception 
applies). If you roll over the payment to a Roth IRA, later payments from the Roth IRA that are 
qualified distributions will not be taxed (including earnings after the rollover). A qualified 
distribution from a Roth IRA is a payment made after you are age 59½ (or after your death or 
disability, or as a qualified first-time homebuyer distribution of up to $10,000) and after you have 
had a Roth IRA for at least five years. In applying this five-year rule, you count from January 1 
of the year for which your first contribution was made to a Roth IRA. Payments from the Roth 
IRA that are not qualified distributions will be taxed to the extent of earnings after the rollover, 
including the 10% additional income tax on early distributions (unless an exception applies). 
You do not have to take required minimum distributions from a Roth IRA during your lifetime. 
For more information, see IRS Publication 590-A, Contributions to Individual Retirement 
Arrangements (IRAs), and IRS Publication 590-B, Distributions from individual Retirement 
Arrangements (IRAs). 
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If You Are Not a Plan Participant 

Payments After Death of the Participant 

If you receive a distribution after the participant’s death that you do not roll over, the distribution 
generally will be taxed in the same manner described elsewhere in this notice. However, the 
10% additional income tax on early distributions does not apply, and the special rule described 
under the If you were born on or before January 1, 1936 applies only if the deceased participant 
was born on or before January 1, 1936. 

If You Are a Surviving Spouse 

If you receive a payment from the Plan as the surviving spouse of a deceased participant, you 
have the same rollover options that the participant would have had, as described elsewhere in 
this notice. In addition, if you choose to do a rollover to an IRA, you may treat the IRA as your 
own or as an inherited IRA. An IRA you treat as your own is treated like any other IRA of yours, 
so that payments made to you before you are age 59½ will be subject to the 10% additional 
income tax on early distributions (unless an exception applies) and required minimum 
distributions from your IRA do not have to start until after you are age 70½ (if you were born 
before July 1, 1949) or age 72 (if you were born after June 30, 1949). If you treat the IRA as an 
inherited IRA, payments from the IRA will not be subject to the 10% additional income tax on 
early distributions. However, if the participant had started taking required minimum distributions, 
you will have to receive required minimum distributions from the inherited IRA. If the participant 
had not started taking required minimum distributions from the Plan, you will not have to start 
receiving required minimum distributions from the inherited IRA until the year the participant 
would have been age 70½ (if the participant was born before June 1, 1949) or age 72 (if the 
participant was born after June 30, 1949). 

If You Are a Surviving Beneficiary Other Than a Spouse 

If you receive a payment from the Plan because of the participant’s death and you are a 
designated beneficiary other than a surviving spouse, the only rollover option you have is to do 
a direct rollover to an inherited IRA. Payments from the inherited IRA will not be subject to the 
10% additional income tax on early distributions. You will have to receive required minimum 
distributions from the inherited IRA.   

Payments Under a QDRO 

If you are the spouse or former spouse of the participant who receives a payment from the Plan 
under a QDRO, you generally have the same options and the same tax treatment that the 
participant would have. For example, you may roll over the payment to your own IRA or an 
eligible employer plan that will accept it. However, payments under the QDRO will not be 
subject to the 10% additional income tax on early distributions. 

If You Are a Nonresident Alien 

If you are a nonresident alien and you do not do a direct rollover to a U.S. IRA or U.S. employer 
plan, instead of withholding 20%, the Plan is generally required to withhold 30% of the payment 
for federal income taxes. If the amount withheld exceeds the amount of tax you owe (as may 
happen if you do a 60-day rollover), you may request an income tax refund by filing Form 
1040NR and attaching your Form 1042-S. See Form W-8BEN for claiming that you are entitled 
to a reduced rate of withholding under an income tax treaty. For more information, see also IRS 
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Publication 519, U.S. Tax Guide for Aliens, and IRS Publication 515, Withholding of Tax on 
Nonresident Aliens and Foreign Entities. 

Other Special Rules 

If a payment is one in a series of payments for less than 10 years, your choice whether to make 
a direct rollover will apply to all later payments in the series, unless you make a different choice 
for later payments. If your payments for the year are less than $200 (not including payments 
from a designated Roth account in the Plan), the Plan is not required to allow you to do a direct 
rollover and is not required to withhold for federal income taxes. However, you may do a 60-day 
rollover.  

Unless you elect otherwise, a mandatory cashout of more than $1,000, not including payments 
from a designated Roth account in the Plan, will be directly rolled over to an IRA chosen by the 
Plan administrator or the payor. A mandatory cashout is a payment from a plan to a participant 
made before age 62, or normal retirement age if later, and without consent, where the 
participant’s benefit does not exceed $5,000 (not including any amounts held under the plan as 
a result of a prior rollover made to the plan). You may have special rollover rights if you recently 
served in the U.S. Armed Forces. For more information on special rollover rights related to the 
U.S. Armed Forces, see IRS Publication 3, Armed Forces’ Tax Guide. You also may have 
special rollover rights if you were affected by a federally declared disaster (or similar event), or if 
you received a distribution on account of a disaster. For more information on special rollover 
rights related to disaster relief, see the IRS website at www.irs.gov. 
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Appendix C: Special Tax Notice Regarding Plan 
Payments from a Designated Roth Account 

This special tax notice applies to the portion of a payment that is eligible for rollover. 

Your Rollover Options 

You are receiving this notice because all or a portion of a payment you are receiving from the 
State Farm 401(k) Savings Plan (the “Plan”) is eligible to be rolled over to a Roth IRA or 
designated Roth account in an employer plan. This notice is intended to help you decide 
whether to do a rollover. This notice describes the rollover rules that apply to payments from the 
Plan that are from a designated Roth account. If you also receive a payment from the Plan that 
is not from a designated Roth account, you will be provided a different notice for that payment, 
and the Plan administrator or the payor will tell you the amount that is being paid from each 
account.  Rules that apply to most payments from a designated Roth account are described in 
the General Information About Rollovers section. Special rules that only apply in certain 
circumstances are described in the Special Rules and Options section. 

General Information About Rollovers 

How Can a Rollover Affect My Taxes? 

After-tax contributions included in a payment from a designated Roth account are not taxed, but 
earnings might be taxed. The tax treatment of earnings included in the payment depends on 
whether the payment is a qualified distribution. If a payment is only part of your designated Roth 
account, the payment will include an allocable portion of the earnings in your designated Roth 
account. If the payment from the Plan is not a qualified distribution and you do not do a rollover 
to a Roth IRA or a designated Roth account in an employer plan, you will be taxed on the  
portion of the payment that is earnings. If you are under age 59½, a 10% additional income tax 
on early distributions (generally, distributions made before age 59½) will also apply to the 
earnings (unless an exception applies). However, if you do a rollover, you will not have to pay 
taxes currently on the earnings and you will not have to pay taxes later on payments that are 
qualified distributions.  

If the payment from the Plan is a qualified distribution, you will not be taxed on any part of the 
payment even if you do not do a rollover. If you do a rollover, you will not be taxed on the 
amount you roll over and any earnings on the amount you roll over will not be taxed if paid later 
in a qualified distribution. A qualified distribution from a designated Roth account in the Plan is a 
payment made after you are age 59½ (or after your death or disability) and after you have had a 
designated Roth account in the Plan for at least 5 years. In applying the 5-year rule, you count 
from January 1 of the year your first contribution was made to the designated Roth account. 
However, if you did a direct rollover to a designated Roth account in the Plan from a designated 
Roth account in another employer plan, your participation will count from January 1 of the year 
your first contribution was made to the designated Roth account in the Plan or, if earlier, to the 
designated Roth account in the other employer plan. 

What Types of Retirement Accounts And Plans May Accept My Rollover? 

You may roll over the payment to either a Roth IRA (a Roth individual retirement account or 
Roth individual retirement annuity) or a designated Roth account in an employer plan (a tax-
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qualified plan, section 403(b) plan, or governmental section 457 plan) that will accept the 
rollover. The rules of the Roth IRA or employer plan that holds the rollover will determine your 
investment options, fees, and rights to payment from the Roth IRA or employer plan (for 
example, Roth IRAs are not subject to spousal consent rules and Roth IRAs may not provide 
loans). Further, the amount rolled over will become subject to the tax rules that apply to the 
Roth IRA or the designated Roth account in the employer plan. In general, these tax rules are 
similar to those described elsewhere in this notice, but differences include: 

• If you do a rollover to a Roth IRA, all of your Roth IRAs will be considered for purposes 
of determining whether you have satisfied the 5-year rule (counting from January 1 of 
the year for which your first contribution was made to any of your Roth IRAs). 

• If you do a rollover to a Roth IRA, you will not be required to take a distribution from the 
Roth IRA during your lifetime and you must keep track of the aggregate amount of the 
after-tax contributions in all of your Roth IRAs (in order to determine your taxable income 
for later Roth IRA payments that are not qualified distributions).   

• Eligible rollover distributions from a Roth IRA can only be rolled over to another Roth 
IRA. 

How Do I Do a Rollover? 

There are two ways to do a rollover. You can either do a direct rollover or a 60-day rollover.  

• Direct Rollover: If you do a direct rollover, the Plan will make the payment directly to 
your Roth IRA or designated Roth account in an employer plan. You should contact the 
Roth IRA sponsor or the administrator of the employer plan for information on how to do 

a direct rollover. 

• 60-Day Rollover: If you do not do a direct rollover, you may still do a rollover by making 
a deposit (generally within 60 days) into a Roth IRA, whether the payment is a qualified 
or nonqualified distribution.  In addition, you can do a rollover by making a deposit within 
60 days into a designated Roth account in an employer plan if the payment is a 
nonqualified distribution and the rollover does not exceed the amount of the earnings in 
the payment. You cannot do a 60-day rollover to an employer plan of any part of a 
qualified distribution. If you receive a distribution that is a nonqualified distribution and 
you do not roll over an amount at least equal to the earnings allocable to the distribution, 
you will be taxed on the amount of those earnings not rolled over, including the 10% 
additional income tax on early distributions if you are under age 59½, unless an 
exception applies. 

If you do a direct rollover of only a portion of the amount paid from the Plan and a portion is paid 
to you at the same time, the portion directly rolled over consists first of earnings.   

If you do not do a direct rollover and the payment is not a qualified distribution, the Plan is 
required to withhold 20% of the earnings for federal income taxes, up to the amount of cash and 
property received other than employer stock. This means that, in order to roll over the entire 
payment in a 60-day rollover to a Roth IRA, you must use other funds to make up for the 20% 
withheld. 
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How Much May I Roll Over? 

If you wish to do a rollover, you may roll over all or part of the amount eligible for rollover. Any 
payment from the Plan is eligible for rollover, except: 

• Certain payments spread over a period of at least 10 years or over your life or life 
expectancy (or the lives or joint life expectancies of you and your beneficiary); 

• Required minimum distributions after age 70½ (if you were born before July 1, 1949, 
after age 72 (if you were born after June 30,1949) or after death; 

• Hardship distributions; 

• Corrective distributions of contributions that exceed tax law limitations; 

• Loans treated as deemed distributions (for example, loans in default due to missed 
payments before your employment ends); 

• Cost of life insurance paid by the Plan; 

• Amounts treated as distributed because of a prohibited allocation of S corporation stock 
under an ESOP (also, there will generally be adverse tax consequences if S corporation 
stock is held by an IRA); or 

• Payments of certain automatic enrollment contributions that you request to withdraw 
within 90 days of your first contribution.  

• Distributions of certain premiums for health and accident insurance.  

The Plan administrator or the payor can tell you what portion of a payment is eligible for rollover. 

If I Do Not Do a Rollover, Will I Have to Pay the 10% Additional Income Tax 
on Early Distributions? 

If a payment is not a qualified distribution and you are under age 59½, you will have to pay the 
10% additional income tax on early distributions with respect to the earnings allocated to the 
payment that you do not roll over, including amounts withheld for income tax, unless one of the 
exceptions listed below applies. This tax is in addition to the regular income tax on the earnings 
not rolled over. 

The 10% additional income tax does not apply to the following payments from the Plan: 

• Payments made after you separate from service if you will be at least age 55 in the year 
of the separation; 

• Payments that start after you separate from service if paid at least annually in equal or 
close to equal amounts over your life or life expectancy (or the joint lives or joint life 
expectancies of you and your beneficiary); 

• Payments from a governmental plan made after you separate from service if you are a 
qualified public safety employee and you will be at least age 50 in the year of separation; 

• Payments made due to disability; 

• Payments after your death; 
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• Corrective distributions of contributions that exceed tax law limitations; 

• Cost of life insurance paid by the Plan; 

• Payments made directly to the government to satisfy a federal tax levy; 

• Payments made under a qualified domestic relations order (QDRO); 

• Payments of up to $5,000 made to you from a defined contribution plan if the payment is 
a qualified birth or adoption distribution;  

• Payments up to the amount of your deductible medical expenses (without regard to 
whether you itemize deductions for the taxable year); 

• Certain payments made while you are on active duty if you were a member of a reserve 
component called to duty after September 11, 2001 for more than 179 days;  

• Payments of certain automatic enrollment contributions that you request to withdraw 
within 90 days of your first contribution; and 

• Payments excepted from the additional income tax by federal legislation relating to 
certain emergencies and disasters.  

If I Do a Rollover to a Roth IRA, Will the 10% Additional Income Tax Apply 
to Early Distributions from the IRA? 

If you receive a payment from a Roth IRA when you are under age 59½, you will have to pay 
the 10% additional income tax on early distributions on the earnings paid from the Roth IRA, 
unless an exception applies or the payment is a qualified distribution. In general, the exceptions 
to the 10% additional income tax for early distributions from a Roth IRA listed above are the 
same as the exceptions for early distributions from a plan. However, there are a few differences 
for payments from a Roth IRA, including: 

• The exception for payments made after you separate from service if you will be at least 
55 in the year of the separation (or age 50 for qualified public safety employees) does 
not apply; 

• The exception for qualified domestic relations orders (QDROs) does not apply (although 
a special rule applies under which, as part of a divorce or separation agreement, a tax-
free transfer may be made directly to a Roth IRA of a spouse or former spouse); and  

• The exception for payments made at least annually in equal or close to equal amounts 
over a specified period applies without regard to whether you have had a separation 
from service; and 

Additional exceptions apply for payments from an IRA, including: 

 Payments for qualified higher education expenses;  

 Payments up to $10,000 used in a qualified first-time home purchase; and  

 Payments for health insurance premiums after you have received unemployment 
compensation for 12 consecutive weeks (or would have been eligible to receive 
unemployment compensation but for self-employed status).  
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Will I Owe State Income Taxes? 

This notice does not address any State or local income tax rules (including withholding rules). 

Special Rules and Options 

If You Miss The 60-Day Rollover Deadline 

Generally, the 60-day rollover deadline cannot be extended. However, the IRS has the limited 
authority to waive the deadline under certain extraordinary circumstances, such as when 
external events prevented you from completing the rollover by the 60-day rollover deadline. 
Under certain circumstances, you may claim eligibility for a waiver of the 60-day rollover 
deadline by making written self-certification.  Otherwise, to apply for a waiver from the IRS, you 
must file a private letter ruling request with the IRS. Private letter ruling requests require the 
payment of a nonrefundable user fee. For more information, see IRS Publication 590-A, 
Contributions to Individual Retirement Arrangements (IRAs).  

If You Have an Outstanding Loan That Is Being Offset 

If you have an outstanding loan from the Plan, your Plan benefit may be offset by the 
outstanding amount of the loan, typically when your employment ends. The offset amount is 
treated as a distribution to you at the time of the offset.  Generally, you may roll over all or any 
portion of the offset amount.  If the distribution attributable to the offset is not a qualified 
distribution and you do not roll over the offset amount, you will be taxed on any earnings 
included in the distribution (including the 10% additional income tax on early distributions, 
unless an exception applies). You may roll over the earnings included in the loan offset to a 
Roth IRA or designated Roth account in an employer plan (if the terms of the employer plan 
permit the plan to receive loan offset rollovers). You may also roll over the full amount of the 
offset to a Roth IRA.   

How long you have to complete the rollover depends on what kind of plan loan offset you have. 
If you have a qualified plan loan offset, you will have until your tax return due date (including 
extensions) for the tax year during which the offset occurs to complete your rollover. A qualified 
plan loan offset occurs when a plan loan in good standing is offset because your employer plan 
terminates, or because you sever from employment. If your plan loan offset occurs for any other 
reason (such as failure to make level repayments that results in a deemed distribution), then 
you have 60 days from the date the offset occurs to complete your rollover. 
 

If You Receive a Nonqualified Distribution and You Were Born on Or 
Before January 1, 1936 

If you were born on or before January 1, 1936, and receive a lump sum distribution that is not a 
qualified distribution and that you do not roll over, special rules for calculating the amount of the 
tax on the earnings in the payment might apply to you. For more information, see IRS 
Publication 575, Pension and Annuity Income. 

If You Are Not a Plan Participant 

Payments After Death of the Participant 

If you receive a distribution after the participant’s death that you do not roll over, the distribution 
generally will be taxed in the same manner described elsewhere in this notice. However, 
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whether the payment is a qualified distribution generally depends on when the participant first 
made a contribution to the designated Roth account in the Plan. Also, the 10% additional 
income tax on early distributions does not apply, and the special rule described under the 
section If you receive a nonqualified distribution and you were born on or before January 1, 
1936 applies only if the deceased participant was born on or before January 1, 1936. 

If You Are a Surviving Spouse 

If you receive a payment from the Plan as the surviving spouse of a deceased participant, you 
have the same rollover options that the participant would have had, as described elsewhere in 
this notice. In addition, if you choose to do a rollover to a Roth IRA, you may treat the Roth IRA 
as your own or as an inherited Roth IRA. A Roth IRA you treat as your own is treated like any 
other Roth IRA of yours, so that you will not have to receive any required minimum distributions 
during your lifetime and earnings paid to you in a nonqualified distribution before you are age 
59½ will be subject to the 10% additional income tax on early distributions (unless an exception 
applies). If you treat the Roth IRA as an inherited Roth IRA, payments from the Roth IRA will not 
be subject to the 10% additional income tax on early distributions. An inherited Roth IRA is 
subject to required minimum distributions. If the participant had started taking required minimum 
distributions from the Plan, you will have to receive required minimum distributions from the 
inherited Roth IRA. If the participant had not started taking required minimum distributions, you 
will not have to start receiving required minimum distributions from the inherited Roth IRA until 
the year the participant would have been age 70½ (if the participant was born before July 1, 
1949) or age 72 (if the participant was born after June 30, 1949).  . 

If You Are a Surviving Beneficiary Other Than a Spouse 

If you receive a payment from the Plan because of the participant’s death and you are a 
designated beneficiary other than a surviving spouse, the only rollover option you have is to do 
a direct rollover to an inherited Roth IRA. Payments from the inherited Roth IRA, even if made in 
a nonqualified distribution, will not be subject to the 10% additional income tax on early 
distributions. You will have to receive required minimum distributions from the inherited Roth 
IRA.   

Payments Under a QDRO 

If you are the spouse or a former spouse of the participant who receives a payment from the 
Plan under a QDRO, you generally have the same options and the same tax treatment that the 
participant would have(for example, you may roll over the payment to your own Roth IRA or 
designated Roth account in an eligible employer plan that will accept it).  

If You Are a Nonresident Alien 

If you are a nonresident alien you do not do a direct rollover to a U.S. IRA or U.S. employer 
plan, and the payment is not a qualified distribution, the Plan is generally required to withhold 
30% (instead of withholding 20%) of the earnings for federal income taxes. If the amount 
withheld exceeds the amount of tax you owe (as may happen if you do a 60-day rollover), you 
may request an income tax refund by filing Form 1040NR and attaching your Form 1042-S. See 
Form W-8BEN for claiming that you are entitled to a reduced rate of withholding under an 
income tax treaty. For more information, see also IRS Publication 519, U.S. Tax Guide for 
Aliens, and IRS Publication 515, Withholding of Tax on Nonresident Aliens and Foreign Entities. 
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Other Special Rules 

If a payment is one in a series of payments for less than 10 years, your choice whether to do a 
direct rollover will apply to all later payments in the series (unless you make a different choice 
for later payments).  If your payments for the year (only including payments from the designated 
Roth account in the Plan) are less than $200, the Plan is not required to allow you to do a direct 
rollover and is not required to withhold for federal income taxes. However, you can do a 60-day 
rollover. Unless you elect otherwise, a mandatory cashout from the designated Roth account in 
the Plan of more than $1,000 will be directly rolled over to a Roth IRA chosen by the Plan 
administrator or the payor. A mandatory cashout is a payment from a plan to a participant made 
before age 62 (or normal retirement age, if later) and without consent, where the participant’s 
benefit does not exceed $5,000, not including any amounts held under the plan as a result of a 
prior rollover made to the plan. You may have special rollover rights if you recently served in the 
U.S. Armed Forces. For more information on special rollover rights related to the U.S. Armed 
Forces, see IRS Publication 3, Armed Forces’ Tax Guide.  You also may have special rollover 
rights if you were affected by a federally declared disaster (or similar event), or if you received a 
distribution on account of a disaster. For more information on special rollover rights related to 
disaster relief, see the IRS website at www.irs.gov.] 

For More Information 

You may wish to consult with the Plan administrator or payor, or a professional tax advisor, 
before taking a payment from the Plan. Also, you can find more detailed information on the 
federal tax treatment of payments from employer plans in: IRS Publication 575, Pension and 
Annuity Income; IRS Publication 590-A, Contributions to Individual Retirement Arrangements 
(RAs); IRS Publication 590-B, Distribution from Individual Retirement Arrangements (IRAs); and 
IRS Publication 571, Tax-Sheltered Annuity Plans (403(b) Plans). These publications are 
available from a local IRS office, on the web at www.irs.gov, or by calling 1-800-TAX-FORM. 
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