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when added to any outstanding loan
principal, may not exceed any of the
following:

(1) The portion of the participant’s
individual account balance that is at-
tributable to employee contributions
and earnings (including any out-
standing loan principal).

(2) $50,000 minus the excess of the
highest outstanding loan principal of
the participant during the preceding
year over the current outstanding loan
principal.

(3) The greater of 2 of the partici-
pant’s vested account balance (includ-
ing any outstanding loan principal), or
$10,000.

(c) Subject to the requirement of
paragraph (a), a participant may re-
quest a loan for the maximum allow-
able amount as calculated in paragraph
(b).

§1655.7 Interest rate.

(a) Except as provided in paragraph
(b) of this section, loans will bear in-
terest at the G Fund rate in effect on
the date the application is received by
the recordkeeper (date of application).
The interest rate per payment is cal-
culated by dividing this G Fund rate by
the number of loan payments/pay peri-
ods scheduled in a period of 12 consecu-
tive months.

(b) If the date of application occurs
before the G Fund rate has been deter-
mined for that month, the loan will
bear interest at the G Fund rate in ef-
fect during the month preceding the
date of application.

(c) The interest rate calculated under
this section remains fixed until the
loan is repaid, unless the participant
informs the TSP record keeper that he
or she entered into active duty mili-
tary service and requests that the in-
terest rate on a loan issued before
entry into active duty military service
be reduced to an annual rate of 6 per-
cent for the period of such service. The
participant must provide the record
keeper with the beginning and ending
dates of active duty military service.

[656 FR 979, Jan. 10, 1990, as amended at 67 FR
49527, July 30, 2002]
§1655.8 Quarterly loan statements.

Each participant with an outstanding
loan or loans will receive quarterly

§1655.10

loan statements that will describe the
activity relating to each of his or her
outstanding loans during the period
covered.

§1655.9 Effect of loans on individual
account.

(a) For purposes of earnings alloca-
tion, the amount borrowed will be re-
moved from the participant’s account
as of the last valuation date prior to
the loan issue date. As provided in part
1645, the account will receive no earn-
ings on the amount borrowed for the
month in which the loan issue date oc-
curs.

(b) The removal of the principal for
earnings allocation purposes described
in paragraph (a) of this section will be
prorated according to the investment
of the portion of the account rep-
resented by employee contributions
and attributable earnings in the G
Fund, the C Fund, and in the F Fund as
of the most recent valuation date.

(¢c) Loan payments, including both
principal and interest, will be credited
to the individual account of the partic-
ipant repaying the loan for the month
in which the loan payment is processed
by the recordkeeper. The loan pay-
ments (principal and interest) will be
credited pro rata to the G Fund, the C
Fund, and the F Fund based upon the
proportions of the interim account bal-
ances of the G Fund, the C Fund, and
the F Fund balances in the borrower’s
account on the last day of the month
prior to the month in which the loan
payment is processed. Earnings on loan
payments will be credited as described
in 5 CFR part 1645.

[66 FR 979, Jan. 10, 1990, as amended at 61 FR
58755, Nov. 18, 1996]

§1655.10 Loan application.

(a) A participant may apply for a
loan by sending a completed and signed
application to the recordkeeper.

(b) The participant must sign and
date the application. By signing the ap-
plication, the participant swears that
the statements made in the application
are true. An unsigned application will
not be processed by the recordkeeper.

(c) The application must contain the
following information:
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