§1655.15

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 §16565.15. Interest will also accrue
on payments missed while a partici-
pant is in nonpay status.

§1655.15 Taxable distributions.

(a) The Board may declare any un-
paid loan principal, plus unpaid inter-
est, to be a taxable distribution from
the Plan if:

(1) A participant is in a confirmed
nonpay status for a period of one year
or more, has not advised the TSP that
he or she is serving on active military
duty, and payments are not resumed
after the participant is notified the
loan has been reamortized;

(2) A participant separates from Gov-
ernment service and does not repay the
outstanding loan principal and interest
in full within the period specified by
the notice to the participant from the

5 CFR Ch. VI (1-1-07 Edition)

TSP record keeper explaining the par-
ticipant’s repayment options;

(3) The TSP record keeper advises the
participant that there are missing pay-
ments and the participant fails to
make (by personal check or guaranteed
funds) a direct payment of the entire
missing amount or repayment in full
by the deadline established in accord-
ance with §1655.14(e);

(4) Any material information pro-
vided in accordance with §1655.10,
§1655.12, or §1655.18 is found to be false;

(5) With the exception of a loan de-
scribed in 5 CFR 1620.45, the loan is not
repaid in full (including interest due)
within five years, in the case of a gen-
eral purpose loan, or within 15 years, in
the case of a residential loan, from the
loan issue date;

(6) The participant dies; or

(7) The participant’s loan payments
were stopped when he or she became a
debtor in a chapter 13 bankruptcy ac-
tion, and the bankruptcy court did not
expressly permit the payments to re-
commence.

(b) If a taxable distribution occurs in
accordance with paragraph (a) of this
section, the Board will notify the par-
ticipant of the amount and date of the
distribution. The Board will report the
distribution to the Internal Revenue
Service as income for the year in which
it occurs. That portion of a loan that
represents a uniformed services par-
ticipant’s contributions from pay sub-
ject to the combat zone tax exclusion
will not be included in this calculation.

(c) If a participant dies and a taxable
distribution occurs in accordance with
paragraph (a) of this section, the Board
will notify the participant’s estate of
the amount and date of the distribu-
tion. Neither the estate nor any other
person, including a beneficiary, may
repay the loan of a deceased partici-
pant, nor can the funds be returned to
the TSP.

(d) If, because of Board or TSP record
keeper error, a TSP loan is declared a
taxable distribution under cir-
cumstances that make such a declara-
tion inconsistent with this part, or in-
consistent with other procedures estab-
lished by the Board or TSP record
keeper in connection with the TSP
loan program, the taxable distribution
will be reversed. The participant will

290



Federal Retirement Thrift Investment Board

be provided an opportunity to reinstate
loan payments or repay in full the out-
standing balance on the loan.

[68 FR 35515, June 13, 2003, as amended at 68
FR 74451, Dec. 23, 2003]

§1655.16 Reamortization.

(a) A participant may request re-
amortization of a loan at any time to
change the amount of the payments,
unless the loan is in a default status.

(b) Upon reamortization, the out-
standing principal balance remains the
same. Any accrued interest is paid off
first before payments are applied to
principal and current interest.

(c) The interest rate on a reamortized
loan will be the same as the interest
rate on the original loan.

(d) A participant may request re-
amortization by using the TSP Web
site or by contacting a TSPSO partici-
pant service representative.

(e) When a participant’s pay cycle
changes for any reason, he or she
should request a reamortization to ad-
just the scheduled payment to an
equivalent amount in the new pay
cycle. If the new pay cycle results in
fewer payments per year and the par-
ticipant does not reamortize the loan,
the loan may be declared a taxable dis-
tribution pursuant to §1655.15(a)(3).

§1655.17

(a) A participant may repay a loan in
full, without a penalty, at any time be-
fore the declaration of a taxable dis-
tribution under §1655.15, unless the par-
ticipant has separated from Govern-
ment service and has submitted a
signed statement that he or she has
forfeited the right to repay the loan in
full. Repayment in full means receipt
by the TSP record keeper of a pay-
ment, by personal check or guaranteed
funds made payable to the Thrift Sav-
ings Plan, of all principal and interest
due on the loan.

(b) If a participant returns a loan
check to the TSP record keeper, it will
be treated as a repayment; however,
additional interest may be owed,
which, if not paid, could result in a
taxable distribution. The loan, even
though repaid, will also be taken into
account in determining the maximum
amount available for future loans, in
accordance with §1655.6(b).

Prepayment.

§1655.18

(c) The amount outstanding on a loan
can be obtained from the TSP Web site,
the ThriftLine, or a TSPSO participant
service representative, or by a written
request to the TSP record keeper.

§1655.18 Spousal rights.

(a) Spouse of CSRS participant. (1) Be-
fore a loan is disbursed to a CSRS par-
ticipant, the TSP record keeper will
send a notice to the participant’s cur-
rent spouse that the participant has
applied for a loan.

(2) A CSRS participant may obtain
an exception to the requirement de-
scribed in paragraph (a)(1) of this sec-
tion if the participant establishes, to
the satisfaction of the Executive Direc-
tor, that the spouse’s whereabouts are
unknown as described in paragraph (c)
of this section.

(b) Spouse of FERS or uniformed serv-
ices participant. (1) Before a loan agree-
ment is approved for a FERS or uni-
formed services participant, the spouse
must consent to the loan by signing
the loan agreement.

(2) A FERS or uniformed services
participant may obtain an exception to
the requirement described in paragraph
(b)(1) of this section if the participant
establishes, to the satisfaction of the
Executive Director, that:

(i) The spouse’s whereabouts are un-
known; or

(ii) Exceptional circumstances pre-
vent the participant from obtaining
the spouse’s consent.

(c) Ezxception to spousal requirements.
The procedures for obtaining an excep-
tion to the spousal requirements de-
scribed in paragraphs (a)(1) and (b)(1) of
this section are the same as the proce-
dures described in 5 CFR part 1650, sub-
part G.

(d) Certification of truthfulness. (1) By
signing the loan application and the
loan agreement, electronically or on
paper, the participant certifies, under
penalty of perjury, that all information
provided to the TSP during the loan
process is true and complete, including
statements concerning the partici-
pant’s marital status, the spouse’s ad-
dress at the time the application is
filed, or the current spouse’s consent to
the loan.
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