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However, the TSP processes with-
drawal requests each business day.
Withdrawal requests that are entered
into the record keeping system by 11:00
a.m. central time ordinarily will ordi-
narily be processed that night; those
entered after 11:00 a.m. central time
will be processed the next business day.
Consequently, a cancellation request
must be received and entered into the
system before the cut-off for the day
the withdrawal request is submitted
for processing in order to be effective
to cancel the withdrawal.

(b) After processing. A withdrawal
election cannot be changed or can-
celled after the withdrawal request has
been processed. Consequently, funds
disbursed cannot be returned to the
TSP record keeper.

(c) Change in monthly payments. If a
participant is receiving a series of
monthly payments, the participant can
change at any time: His or her with-
drawal election to request a final sin-
gle payment, the address to which the
payments are mailed, whether or not a
payment will be transferred (if per-
mitted) and the portion to be trans-
ferred, the method by which direct pay-
ments to the participant are being sent
(EFT or check), the identity of the fi-
nancial institution to which payments
are transferred or sent by EFT, or the
identity of the EFT account. Once a
year, during a period determined by
the Executive Director, the participant
may also elect to change the payment
amount or to change from a monthly
payment based on life expectancy to a
final payment amount.

Subpart C—Procedures for Post-
Employment Withdrawals

§1650.21 Information provided by em-
ploying agency.

(a) Information to be provided to the
TSP. When a TSP participant separates
from Government service, his or her
employing agency must report the sep-
aration and the date of separation to
the TSP record keeper. Until the TSP
record keeper receives this information
from the employing agency, it will not
pay a post-employment withdrawal.

(b) Information to be provided to the
participant. When a TSP participant
separates from Government service, his

§1650.25

or her employing agency must furnish
the participant with information re-
garding the participant’s withdrawal
options (e.g., the withdrawal booklet
and information about the TSP Web
site). The employing agency is also re-
sponsible for counseling participants
concerning TSP withdrawal options.

§1650.22 Accounts of $200 or more.

A participant whose account balance
is $200 or more must submit a properly
completed withdrawal election to re-
quest a post-employment withdrawal of
his or her account balance.

§1650.23 Accounts of less than $200.

Upon receiving information from the
employing agency that a participant
has been separated for more than 31
days and that any outstanding loans
have been closed, the TSP record keep-
er will send the participant a check for
the entire amount of his or her account
balance if the account balance is $5.00
or more but less than $200. The partici-
pant may not elect to leave this
amount in the TSP, nor will the TSP
transfer this amount to an eligible em-
ployer plan or traditional IRA, or pay
it by EFT. However, the participant
may elect to roll over this payment
into an eligible employer plan or tradi-
tional IRA.

§1650.24 How to obtain a post-employ-
ment withdrawal.

To request a post-employment with-
drawal under this subpart, a partici-
pant must submit to the TSP record
keeper a properly completed post-em-
ployment withdrawal request Form
TSP-70 or Form TSP-U-70, or request
the withdrawal on the TSP Web site.
(A participant’s ability to complete a
post-employment withdrawal on the
Web will depend on his or her retire-
ment system coverage, withdrawal
election, account balance, marital sta-
tus, and whether or not the withdrawal
will be transferred to an eligible em-
ployer plan or traditional IRA.)

§1650.25 Taxes related to post-employ-
ment withdrawals.

(a) When a payment is made directly
to a participant from the TSP after the
participant has separated from Govern-
ment service, the money is subject to
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§1650.31

Federal income tax withholding (ex-
cept contributions from pay subject to
the combat zone tax exclusion). How-
ever, a participant does not pay taxes
on money that the TSP transfers di-
rectly to (or that the participant rolls
over to) an eligible employer plan or
traditional IRA until the money is
withdrawn from the plan or IRA. In ad-
dition, any portion of a participant’s
TSP account that is used to purchase
an annuity is not taxed at the time the
annuity is purchased; monthly annuity
payments are taxable income in the
year in which they are paid.

(b) A participant may request that
the TSP transfer directly to an eligible
employer plan or traditional IRA all or
part of any withdrawal that is an “‘eli-
gible rollover distribution’ under the
Internal Revenue Code. A withdrawal
that is not an eligible rollover distribu-
tion cannot be transferred to an eligi-
ble employer plan or traditional IRA. If
an eligible rollover distribution is not
transferred, it is subject to mandatory
20 percent withholding.

(c) A traditional IRA or an eligible
employer plan that can accept a trans-
fer must be an IRA or a plan main-
tained in the United States, which
means one of the 50 States or the Dis-
trict of Columbia.

(d) The following TSP withdrawal
methods are considered eligible roll-
over distributions under the Internal
Revenue Code, 26 U.S.C. 402(c)(4):

(1) A single payment, as described in
§1650.12;

(2) Monthly payments, as described
in §1650.13, where payments are ex-
pected to last less than 10 years at the
time they begin. This means that if the
participant elects a monthly payment
amount, that amount, when divided
into the participant’s account balance
at the time of the first payment, must
yield a number less than 120. If the par-
ticipant elects to change the payment
amount after payments begin, future
payments may not continue to qualify
as eligible rollover distributions if they
do not also meet the requirements of
this section; and

(3) A final single payment, as de-
scribed in §1650.13(c).

(e) The following withdrawal meth-
ods are not eligible rollover distribu-
tions:
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(1) An annuity purchased by the TSP;

(2) Monthly payments that do not
meet the criteria set forth in para-
graph (d)(2) of this section;

(3) A minimum distribution payment
or any portion of a payment which rep-
resents a minimum distribution;

(4) A plan loan that is deemed to be
a taxable distribution because of de-
fault; and

(5) A return of excess elective defer-
rals.

Subpart D—In-Service Withdrawals

§1650.31 Age-based withdrawals.

(a) A participant who has reached age
59%2, and who has not separated from
Government employment is eligible to
withdraw all or a portion of his or her
vested TSP account balance in a single
payment. The amount of an age-based
withdrawal request must be at least
$1,000, unless the withdrawal request is
for the entire vested account balance.

(b) An age-based withdrawal is an eli-
gible rollover distribution, so a partici-
pant may request that the TSP trans-
fer all or a portion of the withdrawal to
a tradition IRA or an eligible employer
plan.

(c) A participant is permitted only
one age-based withdrawal for an ac-
count.

(d) A participant who makes an age-
based withdrawal is not eligible to
make a partial withdrawal after sepa-
rating from Government service.

§1650.32 Financial hardship
drawals.

(a) A participant who has not sepa-
rated from Government employment
and who can certify that he or she has
a financial hardship is eligible to with-
draw all or a portion of his or her own
contributions to the TSP (and their at-
tributable earnings) in a single pay-
ment to meet certain specified finan-
cial obligations. The amount of a fi-
nancial hardship withdrawal request
must be at least $1,000.

(b) To be eligible for a financial hard-
ship withdrawal, a participant must
have a financial need that results from
at least one of the following four condi-
tions:

(1) The participant’s monthly cash
flow is negative (i.e., the participant’s

with-
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