§1655.14

whereabouts are unknown, an excep-
tion to the spousal requirement de-
scribed in §1655.18 has been granted;

(5) When a paper agreement is re-
quired, the completed loan agreement,
including all required supporting docu-
mentation, was received by the TSP
record keeper before the expiration
date specified on the loan agreement;
and

(6) The participant has met any other
conditions that the Executive Director
may require.

(b) If approved, the
issued unless:

(1) The participant’s employing agen-
cy has reported the participant’s sepa-
ration from Government service;

(2) The TSP receives written notice
that the participant has died;

(3) The participant’s account balance
on the loan issue date does not contain
sufficient employee contributions and
associated earnings to make a loan of
at least $1,000;

(4) A hold on the account is processed
before the loan is disbursed; or

(5) A taxable distribution on an out-
standing loan is declared before the
new loan is issued.

(c) If the loan is otherwise acceptable
but the amount available to borrow is
less than the requested amount (but is
at least $1,000), the loan will be issued
in the maximum amount available at
the time of the disbursement. In such a
case, the periodic payment amount will
remain the same and the loan term
may be shortened.

(d) The loan issue date is considered
to be the date the loan was made.

(e) If a loan disbursement is returned
as undeliverable, the TSP record keep-
er will attempt to locate the partici-
pant. If the participant does not re-
spond within 60 days, the TSP will
repay the loan with the returned loan
proceeds.

loan will be

§1655.14 Loan payments.

(@) Loan payments must be made
through payroll deduction in accord-
ance with the loan agreement. Once
loan payments begin, the employing
agency cannot terminate the payroll
deductions at the employee’s request,
unless the TSP instructs it to do so.
For example, employing agencies must
stop loan payments if the participant
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becomes a debtor in a chapter 13 bank-
ruptcy action, unless the bankruptcy
court expressly permits the payments
to continue.

(b) The participant may make addi-
tional payments by mailing a personal
check or guaranteed funds to the TSP
record keeper. If the TSP receives a
payment that repays the outstanding
loan amount and overpays the loan by
$10.00 or more, the overpayment will be
refunded to the participant. Overpay-
ments of less than $10 will be applied to
the participant’s account and will not
be refunded. If a loan overpayment re-
fund is returned as undeliverable, the
TSP record keeper will attempt to lo-
cate the participant. If the participant
does not respond within 60 days, the
TSP will forfeit the overpayment re-
fund to the Plan. The participant can
claim the forfeited funds, although
they will not be credited with TSP in-
vestment fund returns.

(c) The initial payment on a loan is
due on or before the 60th day following
the loan issue date. Interest accrues on
the loan from the date of issuance.

(d) Subsequent payments are due at
regular intervals as prescribed in the
loan agreement, or most recent amorti-
zation, according to the participant’s
pay cycle.

(e) If a payment is not made when
due, the TSP will notify the partici-
pant of the missed payment and the
participant must make up the payment
in full. If the participant does not
make up all missed payments by the
end of the calendar quarter following
the calendar quarter in which the first
payment was missed, the TSP will de-
clare the loan to be a taxable distribu-
tion in accordance with §1655.15. The
participant’s make-up payment must
be in the form of a personal check or
guaranteed funds.

(f) Interest will accrue on all missed
payments and will be included in the
calculation of any taxable distribution
subsequently declared in accordance
with §1655.15. Interest will also accrue
on payments missed while a partici-
pant is in nonpay status.
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