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a participant who separates with an
outstanding loan must repay his or her
loan in full within 90 days. If the
participant does not do so, the
outstanding loan balance is declared to
be a taxable distribution. The
participant can also speed up the
declaration of the taxable distribution
by signing a statement that he or she
does not intend to repay the loan. The
withdrawal must be delayed until this
process is completed so that, if the
participant pays the loan in full, that
amount will be available to be included
in the withdrawal.

Section 1650.6 recognizes that, in
certain circumstances, a withdrawal
cannot be paid because a TSP
participant’s account is ‘‘frozen.’’ The
most common reason for placing a
freeze on an account is that the Board
receives a retirement benefits court
order or an alimony or child support
enforcement order. The Board is
required by title 5 to honor the terms of
such orders if they meet certain
requirements. The requirements for
such orders are discussed in part 1653,
which was published in proposed form
in the Federal Register on October 26,
1994 (59 FR 53874). If such orders are
found to be qualifying, the account
cannot be paid to the participant until
the interest of the other party (most
frequently a spouse or former spouse)
has been determined and paid out. At
that point the account can be
‘‘unfrozen’’ and the withdrawal can
proceed. See 5 CFR 1653.3. This section
also recognizes that the Board may need
to place a freeze on an account for
administrative reasons. For example, an
employing agency error may have
caused the account to have the wrong
address. Until such an error is corrected,
the account should not be paid.

Section 1650.7 discusses the timing of
TSP withdrawal payments. The TSP is
a ‘‘monthly valued’’ plan. This means
that the earnings (either positive or
negative) on a TSP account, and thus
the ‘‘value’’ of the account, is
determined once a month as of the end
of the preceding month. For the TSP,
this determination occurs at
approximately mid-month, although the
exact date varies, depending on the
availability of the applicable rates of
return. A TSP withdrawal cannot occur
until the valuation process is completed
for a given month; otherwise the amount
to be withdrawn cannot be accurately
determined. (Since all TSP funds are
held in individual accounts, the amount
to be withdrawn must be determined
precisely; if too much or too little is
paid, the difference must be absorbed by
all other accounts.) The timing of the
withdrawal payments in a monthly

valued plan is also important for
determining the timing of other actions,
such as when a withdrawal election can
be changed or canceled (see § 1650.14).

Subpart B of part 1650 describes the
basic TSP withdrawal options which, as
noted above, are now available to any
TSP participant who is eligible to
withdraw his or her TSP account
balance under the rules stated in
subpart A, and subject to the limitations
found in the other rules identified in
§ 1650.2. The conditions for eligibility
contained in subpart A are not repeated
for each withdrawal method identified
in subpart B. Subpart B contains the
rules governing the way each
withdrawal option can be exercised (for
example, the availability of certain
annuity options to certain participants),
as well as the rules for transferring all
or part of certain withdrawal payments
to an IRA or other eligible retirement
plan, making deferred withdrawal
elections, changing withdrawal
elections, and imposing limits on the
date by which a withdrawal choice must
be made.

Section 1650.8 provides that all TSP
participants can withdraw their account
balances in a single payment. The term
‘‘lump sum’’ is not used, since that term
has a specific meaning for the tax
treatment of the payment, which may or
may not be applicable to all payments
made under this method. All or part of
the single payment received under this
method can be transferred to an IRA or
other eligible retirement plan in
accordance with the rules set forth in
§ 1650.11.

Section 1650.9 sets forth the types of
monthly payment options a participant
can choose. Section 8433 of title 5
requires that the Board offer a
participant the opportunity to receive
his or her account in ‘‘one or more
substantially equal payments to be made
not less frequently than annually
* * *.’’ Under this provision, the board
has established three options for
calculating monthly payments. The
options provide only for monthly
payments because this was considered
to be consistent with the presumed
intent of the law to provide participants
with the ability to receive a regular
stream of retirement income from their
TSP accounts.

Under the first option, described in
§ 1650.9(a)(1), a participant can choose
monthly payments in a fixed dollar
amount of his or her choice, with a
minimum monthly payment amount of
$25. The minimum amount avoids the
administrative expense of processing
small monthly payments. Under this
option, which allows the participant to
receive a predictable monthly income,

payments continue until the entire
account is paid out. When the account
decreases to a point that the amount
remaining is less than two payments,
the remaining amount is paid out in a
single payment. Therefore, the last
payment may be larger than the chosen
amount.

The second option, described in
§ 1650.9(a)(2), allows the participant to
choose a fixed number of monthly
payments instead of a fixed monthly
payment amount. Under this option,
payments are initially calculated by
dividing the account balance by the
number of payments chosen. Initial
payments must be at least $25 for the
election to be accepted. Payments are
then recalculated each year in January
by dividing the immediately preceding
December 31 account balance by the
remaining number of payments.
Although each year’s monthly payment
amount will be different from that of the
previous year, because earnings will be
reflected in the annual recalculation, the
annual recalculation allows the account
to be paid out as evenly as possible
within the elected number of payments.
Each year’s monthly payment amount
will be increased to $25, if necessary.

The third option, described in
§ 1650.9(a)(3), allows a participant to
have monthly payments calculated
based on Internal Revenue Service (IRS)
life expectancy multiple Table No. V,
found at 26 CFR 1.72–9. Under this
method, the monthly payment amount
is calculated by dividing the account
balance by the multiple from the table
corresponding to the participant’s age
on his or her birthday in the year
payments are being made, and then
dividing the result by 12. Payments are
recalculated in January of each year
based upon the December 31 account
balance and the multiple corresponding
to the participant’s age as of his or her
birthday in the new payment year. This
method allows a participant to spread
monthly payments over his or her entire
life expectancy. It also allows a
participant who separates from
Government employment prior to the
year in which he or she becomes age 55
to avoid the 10 percent early withdrawal
penalty on monthly payments received
before the participant becomes age 591⁄2.
This result is allowed under the Internal
Revenue Code because payments are
based on life expectancy. The early
withdrawal penalty cannot be avoided
by choosing the other two monthly
payment methods. However, payments
made under a TSP annuity (see
§ 1650.10) are also exempted because
they are based on life expectancy.

Section 1650.9(b) states the rule that
a participant cannot change his or her


