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she has not been and will not be reim-
bursed, and which cannot be met by his
or her monthly cash flow over a period
of six months. Documentation of the
expenses must be dated within 45 days
of the date of the withdrawal request.
Extraordinary expenses are limited to
the following four types:

(i) Medical expenses payable by the
participant and related to the treat-
ment of the participant, the partici-
pant’s spouse, or the participant’s de-
pendents. Generally, eligible expenses
are those that would be eligible for de-
duction as medical expenses for Fed-
eral income tax purposes, but without
regard to the Internal Revenue Serv-
ice’s (IRS) income limitations on de-
ductibility. However, the following ex-
penses that are allowed by the IRS are
not eligible TSP medical expenses:
health insurance premiums and ex-
penses associated with household im-
provements required as a result of a
medical condition, illness, or injury to
the participant, the participant’s
spouse, or the participant’s dependents.
These items are already taken into ac-
count elsewhere in the TSP financial
hardship calculations.

(ii) The cost of household improve-
ments required as a result of a medical
condition, illness or injury to the par-
ticipant, the participant’s spouse, or
the participant’s dependents which is
eligible for deduction as a medical ex-
pense for Federal income tax purposes,
but without regard to the IRS income
limitations on deductibility or the fair
market value of the property. House-
hold improvements are structural im-
provements to the participant’s living
quarters or the installation of special
equipment that is necessary to accom-
modate the circumstances of the inca-
pacitated person.

(iii) The cost of repair or replace-
ment resulting from a personal cas-
ualty loss that would be eligible for de-
duction for Federal income tax pur-
poses, but without regard to the IRS
income limitations on deductibility,
fair market value of the property, or
number of events. Personal casualty
loss includes damage, destruction, or
loss of property resulting from a sud-
den, unexpected, or unusual event,
such as an earthquake, hurricane, tor-
nado, flood, storm, fire, or theft.

(iv) Legal expenses for attorney fees
and court costs associated with separa-
tion or divorce. Court-ordered pay-
ments to a spouse or former spouse and
child support payments are not al-
lowed, nor are costs of obtaining pre-
paid legal services or other coverage
for legal services.

(c) The amount of a participant’s fi-
nancial hardship withdrawal cannot ex-
ceed the smallest of the following:

(1) The amount requested;
(2) The amount in the participant’s

account that is equal to his or her own
contributions and attributable earn-
ings; or

(3)(i) The amount which would both:
(A) Make up the participant’s nega-

tive cash flow, if any, for a period of six
months; and

(B) Pay documented extraordinary
expenses, if any.

(ii) If the TSP calculates that the
participant has a negative cash flow
and extraordinary expenses, the
amount of the disbursement is equal to
six times the amount of the negative
monthly cash flow plus the amount of
the extraordinary expenses. If the TSP
calculates that the participant has a
positive cash flow, the amount of the
disbursement is equal to the amount of
the documented extraordinary ex-
penses minus six times the amount of
the positive monthly cash flow.

(d) A participant is not eligible for an
in-service hardship withdrawal during
the time he or she has pending a peti-
tion in bankruptcy under Chapter 13 of
the Bankruptcy Code.

[66 FR 43462, Aug. 20, 2001]

§ 1650.32 Contributing to the TSP after
an in-service withdrawal.

(a) A participant’s TSP contribution
election will not be affected by an age-
based in-service withdrawal; there fore,
his or her TSP contributions will con-
tinue without interruption.

(b) A participant who obtains a finan-
cial hardship in-service withdrawal
may not contribute to the TSP for any
pay date falling within a period of six
months, beginning on the 46th day
after the date of the withdrawal and
ending 180 days after this beginning
date; therefore, his or her TSP con-
tributions (and any applicable match-
ing contributions) will be discontinued
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by his or her agency upon notification
by the TSP. A participant whose TSP
contributions were discontinued by his
or her agency because of a hardship
withdrawal can resume contributions
any time after expiration of the six
month period by submitting a new TSP
Election Form (TSP–1). If a participant
voluntarily terminated TSP contribu-
tions, he or she can resume contribu-
tions at the expiration of the six-
month period, or in the next open sea-
son during which the participant would
be eligible to submit a new Form TSP–
1, whichever is later.

§ 1650.33 Uniqueness of loans and
withdrawals.

An outstanding TSP loan cannot be
converted into an in-service with-
drawal, and vice versa; nor can an in-
service withdrawal be returned or re-
paid.

Subpart E—Procedures for In-
Service Withdrawals

§ 1650.40 How to obtain an age-based
in-service withdrawal.

To request an age-based in-service
withdrawal, a participant must submit
to the TSP Service Office a properly
completed withdrawal election on
Form TSP–75, Age-Based In-Service
Withdrawal Request.

§ 1650.41 How to obtain a financial
hardship in-service withdrawal.

To request a financial hardship in-
service withdrawal, a participant must
submit to the TSP Service Office a
properly completed request for with-
drawal on Form TSP–76, Financial
Hardship In-Service Withdrawal Re-
quest, a current earnings and leave
statement, and supporting documenta-
tion for any extraordinary expenses
listed on the application.

§ 1650.42 Taxes related to in-service
withdrawals.

(a) When an in-service withdrawal is
paid directly to a participant from the
TSP, the money is taxable income in
the year in which the payment is made.
However, a participant does not pay

taxes on money that the TSP transfers
directly to an IRA or other eligible re-
tirement plan until the money is with-
drawn from the IRA or plan.

(b) A financial hardship in-service
withdrawal from the TSP is not an eli-
gible rollover distribution, and a par-
ticipant therefore may not request the
TSP to transfer a financial hardship in-
service withdrawal to an IRA or other
eligible retirement plan. A financial
hardship in-service withdrawal is sub-
ject to 10% withholding. The with-
holding is not mandatory; the partici-
pant may either avoid the withholding
or increase the amount of withholding
by submitting an IRS Form W–4P,
Withholding Certificate for Pension or
Annuity Payments, to the TSP record
keeper.

(c) An age-based in-service with-
drawal from the TSP is an eligible roll-
over distribution, and a participant
may request the TSP to transfer all or
a portion of an age-based in-service
withdrawal to an IRA or other eligible
retirement plan, consistent with para-
graph (d) of this section. If the with-
drawal is not transferred, it is subject
to mandatory 20% withholding. (The
participant may increase the amount
of withholding by submitting an IRS
Form W–4P to the TSP record keeper.)

(d) A transfer or rollover may be re-
quested by filing with the TSP record
keeper a TSP Form 75–T. An eligible
retirement plan is a plan defined in the
Internal Revenue Code, 26 U.S.C.
402(c)(8). There are four types of eligi-
ble retirement plans: an individual re-
tirement account (IRA), an individual
retirement annuity (other than an en-
dowment contract), a qualified pension,
profit-sharing, or stock bonus plan, and
an annuity plan described in 26 U.S.C.
403(a). An eligible retirement plan
must be maintained in the United
States, which means one of the 50
states or the District of Columbia.

[66 FR 43462, Aug. 20, 2001]

Subpart F [Reserved]
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