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SUBJECT:  Employees Benefits Coverage and Payment of Premiums During Periods of Nonpay Status or Insufficient Pay

PURPOSE: TC "PURPOSE" \f C \l "1" 
This Personnel Letter - 

· Provides appropriate staff in Human Capital Management (HCM) and Payroll Operations with requirements to give employees written notice on continued coverage under the Federal Employees Health Benefits Program (FEHB).

· Describes the procedures to be followed by the employee, the supervisor and the HCM staff.

· Supersedes PL 890-1 dated January 31, 2002.

POLICY SUMMARY: TC "POLICY SUMMARY" \f C \l "1" 
The Bonneville Power Administration permits payment of premiums by enrolled employees during periods of nonpay status or insufficient pay.  This Personnel Letter (PL) describes the special circumstances that allow employees to continue their enrollment in Federal Benefits programs during periods of leave without pay status. This PL also includes information on the impact of LWOP or insufficient pay on other Federal Benefits.
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I. EXCLUSIONS TC "I.  EXCLUSIONS" \f C \l "1" 
These responsibilities and procedures do not apply to employees in receipt of OWCP or those who are appointed to a State or Local Government, other Organization, or transfer to an International Organization.  He/she must contact and Employee Benefits Representative in Personnel Services for additional information.

II. RESPONSIBILITIES TC "II.  RESPONSIBILITIES" \f C \l "1" 
A. Supervisors are for responsible for: 

1. Ensuring that each time an employee enters a nonpay status, including periods of  leave without pay for less than 30 days, the employee is advised, in person and in writing, that he/she is responsible for:
a. The payment of the health premiums during periods of nonpay status or insufficient pay; and

b. The effect of extended nonpay status on other Federal Benefits and Programs, including Life Insurance, Thrift Savings Plan participation, and Retirements credits;

1. Keeping track of whether an employee signed and returned the notice to the Payroll Office (FTDP); and

3. Designating other employees to perform this function.  Supervisors, however, remain responsible for compliance.

B. Human Capital Management Staff is responsible for:

1. Ensuring that supervisors are provided with necessary resource information and instructions;

2. Setting up internal procedures to assure that employees planning to enter nonpay status make the necessary written response regarding their health benefits enrollment;

3. Verifying that employees have received notice of the effect of nonpay status to Federal Benefits and Programs (attachment B and attachment C).

4. Following through on employee’s written responses to assure that appropriate payment arrangements are made or a desired cancellation is accomplished and forwarded to the Payroll Office, (FTDP).

C. Enrolled Employees are responsible for:

1. Requesting LWOP in advance, as much as practicable.

2. Completing BPA Form 3890.01e (attached) with all appropriate elections, and returning it timely to the Payroll Office (FTDP).

3. Requesting additional information from HCM if necessary, in order to make an informed decision on the continuation or discontinuance of FEHB coverage.

4. Requesting additional information from HCM, if necessary, in order to understand how other types of Federal Benefits/Programs are affected by LWOP or insufficient pay.

5. Informing Payroll and/or HCM and making appropriate elections when it is known that premium payments cannot be withheld due to insufficient earnings and/or leave without pay.

D. HCM Benefits Representatives are responsible for:

1. Counseling employees who are not knowledgeable on how nonpay status or insufficient pay affects their benefits.

E. Payroll Office Staff is responsible for:

1. Identifying and notifying employees by written notice when premium payments cannot be withheld from their salary because their pay is insufficient to cover their premiums.

2. Providing a copy of BPA Form 3890.01e, signed by the employee, to HCM in order for HCM to update benefit elections.

III. PROCEDURES TC "III.  PROCEDURES" \f C \l "1" 
A. The supervisor or designated individual must inform the employee of this responsibility, in writing, by giving the employee a copy of BPA Form 3890.010e, Federal Employee Health Benefits (FEHB) Options While In Leave Without Pay or Insufficient Pay Status (attached).  He/she must also tell the employee that this form contains information, which helps him/her to decide whether to continue enrollment of health benefits and make the required payments, or cancel health benefits to avoid making payments or incurring indebtedness during nonpay status.

B. In addition, the employee must be advised how a nonpay status affects his/her entitlement to or eligibility for certain Federal benefits.  They must be provided with a copy of Effect of Extended Leave Without Pay (or other Nonpay Status) on Federal Benefits and Programs (Attachment B).

C. The employee must make a decision within 31 days of beginning LWOP on the continuation or cancellation of FEHB coverage by completing Form BPA F 3890.01e and sending it to the Payroll Office (FTDP), within 31 days.

D. The employee must also be informed at this point that if he/she does not want to pay for continued coverage, but does not make a timely cancellation, responsibility for paying the premium continues until a cancellation is actually effective.

E. If the decision is made to cancel his/her enrollment, he/she must complete Standard Form 2809e, Employee Health Benefits Election Form, and send it to his/her Employee Services Benefits Representative in Personnel Services.

F.  A cancellation will be effected the last day of the pay period in which the Employee Services Benefits Representative receives the employee’s cancellation authorization on Standard Form 2809e, Employee Health Benefits Election Form.

G. If an unscheduled event causes an employee’s earnings for a pay period to be insufficient to allow payroll deduction of the health benefits premium, and the employee has not made arrangements for the payment of premiums, the Payroll Office will contact the employee directly regarding payment.

H. If written notice cannot be provided to the employee in person, it must be sent by first class mail.  Electronic mail cannot be used.

IV. SPECIAL CIRCUMSTANCES TC "IV.  SPECIAL CIRCUMSTANCES" \f C \l "1" 
A. Student Trainees:  An employee who is a student trainee with a career or career-conditional appointment continues his/her enrollment during periods of leave without pay status as long as he/she is participating in the Student Career Experience Program (5 CFR 213.3202(b)).  If an employee wants to continue his/her enrollment during periods of leave without pay status, he/she must continue to pay the employee share of the premiums.
B. Active Duty Military Service:  Under the Uniformed Service Employment Reemployment Rights Act of 1994 (USERRA), and Public Law 108-454, if an employee enters active duty military service for more than 30 days, an employee may continue his/her health benefits enrollment for up to 24 months, unless the employee elects to have his/her enrollment terminated before he/she enters active duty.  (Employees are considered to be on military furlough for health benefits purposes.)  During the first 365 days in leave without pay status, employee(s) are required to pay only the employee share of the premium and the employee may postpone payment.  After the first 365 days, employees must pay both the employee and Government shares plus a 2 percent administrative charge directly to the BPA Payroll Office (FTDP) on a current basis.  An employee’s eligibility under USERRA ends 24 months after absence for service in the uniformed service began, or 90 days after the employee’s service ends, whichever is earlier.
Public Law 108-375 amended FEHB law to provide up to 24 months of continued FEHB coverage for Federal employees who are called to active duty in support of a contingency operation (5 U.S.C. 8905a), and to authorize agencies to pay the employee’s share and the Government’s share of premiums for up to 24 months (5 U.S.C. 8906 (e)(3)).  The Act provides that this enhanced benefit is available for any employee who:

1.  Is enrolled in the FEHB Program;

2.  Is a member of a reserve component of the armed forces;

3.  Is called or ordered to active duty in support of a contingency operation 

     (as defined in section 101(a)(13) of title 10 U.S.C.;

4.  Is placed on leave without pay or separated from service to perform 

     active duty; and

5.  Serves on active duty for more than 30 consecutive days. 

Employee’s request for the agency to pay FEHB premiums must be made in writing and submitted with a copy of the military orders to the Human Resources Officer. 

C. Part-Time Employees:  A part-time career employee who receives a prorated Government contribution during periods of leave without pay status must pay the same health benefits premiums that are withheld from his/her pay while he/she is in pay status in a regularly scheduled tour of duty.

D. Family and Medical Leave:  Under the Family and Medical Leave Act (FMLA) of 1993, employees are entitled to up to 12 weeks of unpaid leave for certain medical and family needs.  FMLA leave usually runs concurrently with the 365-day period of coverage during leave without pay status allowed under the FEHB law.  In these cases, the regular rules for coverage during periods in leave without pay status apply.  If an employee is granted leave under FMLA that exceeds the 365 days of continued coverage allowed under the FEHB law, the employee must pay his/her share of premiums directly to the Payroll Office (DFRD) on a current basis during the period that exceeds 365 days.  (This may happen if an employee has already used an extensive amount of leave without pay before he/she invokes his/her rights under FMLA.

E. If your coverage is terminated for nonpayment during FMLA leave, you may reenroll when you return to pay and duty status.

V. REFERENCES TC "V.  REFERNCES" \f C \l "1" 
· 5 U.S.C. Chapter 89--Health Insurance

· 5 CFR Part 890, Federal Employees Health Benefits Program

· 5 CFR Part 892, Federal Flexible Benefits Plan:  Pre-Tax Payment of Health Benefits Premiums

· 5 CFR Part 630, Absence and Leave

· Personnel Letter No. 630-1, Leave Administration, Chapter 5, Leave Without Pay Procedures and Requirements, and Chapter 8, Family and Medical Leave Act Requirements

· 5 CFR Part 870, Federal Employees’ Group Life Insurance Program

· 5 CFR Parts 1600-1699, Thrift Savings Plan

· 5 CFR Part 315, Career and Career Conditional Employment

· PL 108-375

· PL 108-454

· Title 10 U.S.C., Section 101(a)(13)

J. Cleve Brooks

Chief Human Capital Officer

	BPA F 3890.01e

(01-07)
	U.S. DEPARTMENT OF ENERGY

BONNEVILLE POWER ADMINISTRATION
	Electronic Form Approved by Forms Mgmt. 01/29/2007

	FEDERAL EMPLOYEE HEALTH BENEFITS (FEHB) OPTIONS WHILE IN LEAVE WITHOUT PAY OR INSUFFICIENT PAY STATUS TC "ATTACHMENT A: Federal Employee Health Benefits (FEHB) Options While in Leave Without Pay Status" \f C \l "1" 

	EMPLOYEE NAME
	DATE

	     
	     

	EMPLOYEE ADDRESS

	     

	CITY
	STATE
	ZIP CODE

	     
	     
	     

	TELEPHONE NUMBER

	(     )     

	You must respond within 31 days (45 days for employees residing overseas) of this notice or your FEHB enrollment will automatically terminate.

	Each pay period you are enrolled in the FEHB Program, you are responsible for payment of the employee share of the premium. When you enter leave without pay status, or your pay is insufficient to cover the premium, you must

· terminate the enrollment; or

· continue the enrollment and agree to pay the premium or incur a debt.

	

	Please check the appropriate space(s) below, sign, and return this notice to your payroll office at:

	

	Bonneville Power Administration

	PO Box 3621, Attn: Payroll Office FTDP – 2

	Portland, Oregon 97208-3621

	

	CONTINUING THE ENROLLMENT AND AGREEING TO PAY THE PREMIUM: If you elect to continue your coverage, you must elect to pay the premiums directly or to incur a debt in the amount of the unpaid premiums.  If you elect to pay directly, mail a check or money order payable to: Bonneville Power Administration.  Include on the check your name, employee identification number, a note that the payment is for “FEHB Premium”, and the pay period for which the payment is being made.

	

	

	Mail to:

	BONNEVILLE POWER ADMINISTRATION

	PO BOX 3621

	ATTN: FTDP – 2

	Portland, Oregon 97208-3621

	

	If you elect to incur a debt, or if you elect to pay directly but fail to pay the entire amount due, you will receive a notice stating the total amount due. The notice will be sent when you return to pay status, your pay becomes sufficient, or you separate from employment. By electing to continue coverage you agree to repay the resulting debt in full and to allow the debt to be collected by withholdings from any salary payments to you from the Federal Government.  If the amount due cannot be withheld in full from salary, it will be recovered from a lump sum payment of accrued leave, income tax refunds, amounts payable under the Civil Service Retirement System or Federal Employees Retirement System, or any other source normally available for the recovery of a debt due the United States.

	

	 FORMCHECKBOX 

	Pay-As-You-Go. Under the Pay-As-You-Go option, you pay your share of the FEHB premium directly to your employing agency while on LWOP. These payments will generally be made with after-tax monies, since there is no pay from which to make deductions.

	 FORMCHECKBOX 

	Catch-Up. Most employees who have a period of LWOP choose to pay their FEHB premiums via the Catch-Up option. Under this option, the agency remits your share of the FEHB premium to OPM while you are on LWOP. You incur an obligation to your employing agency and are required to repay it upon your return to pay status.

	

	The repayment of the amount owed will be treated on a pre-tax basis, if it’s deducted from pay and you participate in premium conversion at the time the deduction is made.

	If you chose to repay the amount owed to your agency directly out-of-pocket, your taxable income is not reduced.

	

	 FORMCHECKBOX 

	Prepay. The amount of FEHB premium you prepay in advance may either be deducted from your pay or paid directly “out-of-pocket” to your agency. Payments made “out-of-pocket” do not reduce taxable income.

	

	The amount of FEHB premiums that you prepay will be treated on a pre-tax basis, if it is deducted from your pay and you participate in premium conversion.

	IRS rules limit the amount you may prepay on a pre-tax basis. If your period of LWOP will span two tax years, the amount that you may prepay on a pre-tax basis may not exceed the amount of FEHB premiums due for the remainder of the current tax year. If you wish to prepay the amounts due for the subsequent tax year as well, the deductions must be made after-tax. You may use the “Pay-As-You-Go” or “Catch-Up” options for amounts due in the subsequent tax year.

	

	TERMINATING THE ENROLLMENT: If you elect to terminate your enrollment (or the enrollment automatically terminates), the termination will take effect at the end of the last pay period after receipt of the SF-2809 in Personnel..  FEHB coverage will continue at no cost to you for as additional 31 days. During the 31 days, you and your covered family members may convert to an individual contract with your insurance carrier. The termination is not considered a break in the continuous coverage necessary for continuing FEHB coverage into retirement. However, the period during which the termination is in effect does not count toward satisfying the required 5 years of continuous coverage. When you return to pay and duty status, or at the end of the first pay period that your pay becomes sufficient to cover your premium, you must reenroll within 60 days if you want FEHB coverage.

	I make the following election:

 FORMCHECKBOX 
Prepay

 FORMCHECKBOX 
Pay as I go

 FORMCHECKBOX 
Catch up

 FORMCHECKBOX 
Terminate my enrollment



	SIGNATURE
	DATE

	
	

	Refer questions to:  Payroll Office – 503-230-4294
	


	Effect of Extended Leave Without Pay (LWOP)

(or Other Nonpay Status)

on Federal Benefits and Programs TC "ATTACHMENT B:  Effect of Extended Leave Without Pay (LWOP) (or Other Nonpay Status) on Federal Benefits and Programs" \f C \l "1" 

	Type of

Benefit/Program

	The amount of LWOP (or other nonpay status) that is considered creditable service for purposes of determining an employee’s entitlement to or eligibility for the following Federal benefits and programs:


	Career Tenure

	The first 30 calendar days of each nonpay period are creditable service.  Any nonpay time in excess of 30 calendar days for each period of absence extends the service date for career tenure by that number of days. 


	Service Computation Date

	6 months of nonpay time is creditable.  The service computation date is adjusted by the amount of nonpay time in excess of 6 months in one calendar year.  (Excess time is added to the service computation date.)


	Completion of

Probationary Period

	A total of 22 workdays in a nonpay status is creditable service.  Any nonpay time in excess of 22 workdays extends the service date for career tenure by that number of days. 


	Time-In-Grade requirements (requirements for promotion) 

	Any nonpay status is creditable service.


	Retirement Benefits

	A total of 6 months in a nonpay status in any calendar year is creditable service.  Coverage continues at no cost to the employee while in a nonpay status.  When employees are in a nonpay status for only a portion of a pay period, their contributions are adjusted proportion to their basic pay (5 U.S.C. 8332 and 8411).


	Health Benefits

	Enrollment continues for no more than 365 days in a nonpay status.  The nonpay status may be continuous or broken by periods of less than 4 consecutive months in a pay status (5 CFR 890.303(e)).  The Government contribution continues while employees are in a nonpay status.  The Government also is responsible for advancing from salary the employee share as well.  The employee may choose between paying BPA directly on a current basis or having the premiums accumulate and withheld from his or her pay upon returning to duty.  Employees must have FEHB enrollment a minimum of five consecutive years prior immediately preceding retirement in order to carry FEHB coverage into retirement.



	Life Insurance

Coverage continues for 12 consecutive months in a nonpay status without cost to the employee (5 CFR 870.401©) or the BPA (5 CFR 870.401(d)).  The nonpay status may be continuous, or it may be broken by a return to duty for periods of less than 4 consecutive months.

Within-Grade Increases

A total of 2 workweeks in a nonpay status in a waiting period is creditable service for advancement to steps 2, 3, and 4 of the General Schedule; 4 workweeks for advancement to steps 5, 6, and 7: and 6 workweeks for advancement to steps 8, 9, and 10 (5 CFR 531.406(b)).

Accrual of Annual and Sick Leave

When a full-time employee accumulates 80 hours of LWOP during a pay period, the employee does not earn annual leave or sick leave during that pay period.  The employee earns leave in the next succeeding pay periods until he or she again accumulates 80 hours of LWOP during a pay period (5 CFR 630.208).  When a part-time employee is in a nonpay statue, he or she will accrue less annual leave and sick leave, since part-time employees earn leave on a pro-rate basis-i.e., based on hours in a pay status (5 CFR 630.303 and 630.406).

For purposes of computing accrual rates for annual leave (i.e., 4, 6, 8 hours each pay period), 6 months of nonpay status in a calendar year is creditable service (5 U.S.C. 6303(a) and 8332(f).

Thrift Savings Plan (TSP)

See attached fact sheet.

Military Duty or Workers’ Compensation

Nonpay status for employees who are performing military duty or being paid workers’ compensation counts as a continuation of Federal employment for all purposes upon the employee’s return to duty.

Severance Pay

Non pay status is fully creditable for the 12-month continuous employment period to qualify for severance pay (5 U.S.C. 5595((b)(1) and 5 CFR 550.705).  However, for purposes of computing an employee’s actual severance payment, no more than 6 months of nonpay status in a calendar year is creditable service (5 U.S.C. 5595(c)(1) and 5 CFR 550.707-708.)

Reduction-In- Force (determining years of service

A total of 6 months of nonpay status in a calendar year is creditable service.




Thrift Savings Plan 

Fact Sheet

Effect of Nonpay Status on 

TSP Participation Federal Retirement Thrift Investment Board TC "ATTACHMENT C: Effect of Nonpay Status on TSP Participation Federal Retirement Thrift Investment Board" \f C \l "1" 
This fact sheet is for civilian employees who are placed in nonpay status (e.g., furlough or leave without pay) for one or more pay periods and for members of the uniformed services who do not receive pay each month (e.g., members of the Ready Reserve who do not drill each month and therefore do not receive pay each month).1 It does not apply to employees who are in nonpay status performing an assignment with a state or local government agency under the provisions of the Intergovern mental Personnel Act (IPA) or to employees who are in nonpay status serving as full-time officers or employees of a union. (If you are in nonpay status for one of these reasons, see your personnel or benefits office for information about your TSP participation.)

Can I contribute to my TSP account if I am in nonpay status?

No. Employee contributions to TSP accounts must be made as deductions from civilian or uniformed services pay. Therefore, if you are in nonpay status for one or more full pay periods, you cannot contribute to your TSP account during that time. 

If you are a civilian employee in nonpay status to perform military service and you have a uniformed services TSP account, you may make contributions to that account. Your contributions will be deducted from your uniformed services pay. In addition, when you return to civilian pay status, you may be entitled to make up TSP contributions to your civilian account. See the fact sheet “TSP Benefits That Apply to Members of the Military Who Return to Federal Civilian Service” for more information about making up TSP contributions.

What if I am receiving Workers’Compensation?

Workers’ Compensation benefits are payments made by the Department of Labor’s Office of Workers’ Compensation Programs (OWCP) and, by law, are not payments from which TSP contributions may be made. Consequently, while you are in nonpay status, you can neither contribute to your TSP account nor make loan payments from OWCP benefits.
I am a FERS2 participant. Will I receive agency contributions if I am in nonpay status?

No. Agency Automatic (1%) Contributions are calculated based on basic pay earned during each pay period. Agency Matching Contributions are calculated based on employee contributions from that basic pay. Consequently, if you are not earning basic pay for a particular pay period, you will not receive either type of agency contribution for that pay period.

Can I make interfund transfers and contribution allocations if I am in nonpay status?

Yes. An interfund transfer is the movement of some or all of your existing account balance among the TSP investment funds. Therefore, you may make interfund transfers.

A contribution allocation affects the investment of future contributions (and loan payments) made to your account. You may make a contribution allocation while in nonpay status, but until future deposits are made to your account, your contribution allocation will have no effect.

Can I take a TSP loan while I am in nonpay status?

No. When the TSP issues you a loan, you are required to repay it via payroll deductions. Therefore, if you are not receiving pay, you will not be eligible for a TSP loan.

What if I already have a TSP loan and I am placed in nonpay status?

Because TSP loan payments are made through payroll deductions, a period without pay will result in missed payments unless you make direct payments from your own funds, as described in the answer to the next question. 

If you go into approved nonpay status, the Internal Revenue Service (IRS) allows your TSP loan payments to be suspended for up to one year of the nonpay period. However, interest will accrue while your payments are suspended, so you may want to make loan payments from your own funds directly to the TSP. 

A special rule applies if you are a civilian entering nonpay status to perform military service. In that case, you will be permitted to suspend payments on your loan until you return to pay status, even if your civilian nonpay status lasts longer than one year. (You cannot repay your civilian TSP loan by having loan payments deducted from your uniformed services pay.)  However, to suspend your loan payments for more than one year, you (or your agency) must provide the TSP with proper documentation of your nonpay status.  

When you begin your period of nonpay status, you, your agency, or your service must submit one of the following to the TSP:

· Form TSP-41 (for civilians) or Form TSP-U-41 (for members of the uniformed services), Notification to TSP of Nonpay Status; or
· Form SF-50, Notification of Personnel Action; or
· A letter on agency or service letterhead, signed by an appropriate agency official, or your commander or adjutant, and containing your name, date of birth, and Social Security number; the beginning date of the nonpay status; and the signature and title of the agency or service representative providing the information; or
· A copy of your military orders. 

If, during your period of nonpay status, you receive miscellaneous civilian basic pay (e.g., for medical, annual, or military leave or for a retroactive salary payment) in an amount large enough to cover a loan payment, your agency may deduct a loan payment from that pay. 

If you are on approved leave without pay to work full time for an employee organization under which your TSP contributions may continue, or if you are on an IPA assignment, your loan payments must continue.

See the chart at the end of this fact sheet for a summary of the rules that apply to people in nonpay status who have TSP loans.

Can I make direct payments on my loan from my personal funds while I am in nonpay status?

Yes. If you are in nonpay status (either as a civilian or as a member of the uniformed services) and you want to continue making payments, you can do so by sending a personal check or money order to the TSP. Be sure to write your Social Security number and loan number on your check or money order and send it with a TSP Loan Payment Coupon. The coupon is available from the TSP Web site (www.tsp.gov) or from the TSP Service Office.  

Any loan payments received by the TSP during the nonpay period will be taken into account when the loan is reamortized.

What happens to my loan when I return to pay status?

When you return from nonpay status, you or your agency or service must notify the TSP of your date of return. You can send Form TSP-41 or TSP-U-41, Form SF-50, or a letter from your agency or service, as described above. If you were on active military duty, you may submit Form DD214, Certificate of Release or Discharge from Active Duty, instead.  

Your TSP loan payments must resume when you return to pay status. If your loan payments have not been kept up to date, your loan will be reamortized automatically when your agency or service informs the TSP that you have returned to pay status.  

If your loan payment amount at that time is sufficient to repay your loan in full by the maximum time limit (5 years for a general purpose loan; 15 years for a residential loan), your loan payment amount will not be changed. However, if your loan payment amount is not sufficient to repay the loan in full by the maximum time limit, it will be increased to repay the loan within that limit. 

If you are a civilian TSP participant and you went into nonpay status to perform military service, the maximum term of your loan will be extended by the length of your military service.

What if I am in nonpay status for more than one year?

Unless you are in nonpay status to perform active military duty, your TSP loan payments must resume at the end of one year of nonpay status, even if you still have not returned to pay status. Once your nonpay status continues for more than one year, you must make loan payments directly to the TSP from your personal funds. If you do not make direct payments to keep your loan up to date, your loan will be reamortized automatically following the expiration of your one-year limit on suspended payments.

If you do not keep up your loan payments on your reamortized loan, the unpaid balance (including any accrued interest) will be declared a taxable distribution.  When this happens, the IRS will treat the distribution as taxable income, and, if you are under age 59½, you may be subject to an additional 10 percent early withdrawal penalty tax. Once a taxable distribution has been declared, your loan will be considered closed, and you will not be permitted to repay it. For 12 months following the date of the taxable distribution, you will also be ineligible to apply for another loan from the account in which your loan was in default.

Can I make an in-service withdrawal while I am in nonpay status?

Yes. While you are in nonpay status, you can request an in-service withdrawal. There are only two types of in-service withdrawals: age-based withdrawals for participants who are age 59 ½ or older, and withdrawals for financial hardship. If you request a financial hardship withdrawal, you must be able to certify (under penalty of perjury) to your financial need and to the amount of that need. Funds withdrawn while you are in service are taxable, and an early withdrawal penalty tax may apply. Read the booklet TSP In-Service Withdrawals for information and rules pertaining to in-service withdrawals.

Can I make a post-employment withdrawal while I am in nonpay status?

No. While you are in nonpay status, you are still a civilian employee or a member of the uniformed services. You are not eligible to make a post-employment withdrawal until you separate from civilian service or the uniformed services.

	Understanding TSP Nonpay Status Rules


	TOPIC 
	What you need to know . . . 

	
	If you are in nonpay status for reasons other than military service 
	If you are nonpay status to perform military service 

	Effect of Length of Nonpay 

Status on TSP Loans 
	You are allowed to miss loan payments for up to one year of nonpay status. 
	You are allowed to miss loan payments throughout the entire time you are in nonpay status if the nonpay status is due to military service. 

	Accrual of Interest 
	Interest continues to accrue on your loan during the nonpay period. 
	Interest continues to accrue on your loan during the nonpay period. 

	Making Loan Payments 
	Payments are not required during a nonpay period of less than one year. If you want to make loan payments, use a Loan Payment Coupon and send payments directly to the TSP. 
	Payments are not required during a nonpay period. If you want to make loan payments, use a Loan Payment Coupon and send payments directly to the TSP. 

	Recalculating Your Loan (i.e., reamortizing your loan) 
	If your loan is not up to date, the TSP will recalculate your loan when you return to pay status or following the expiration of your one-year time limit, whichever comes first. 
	If your loan is not up to date, the TSP will recalculate your loan when you return to pay status. The maximum time allowed to pay off your loan will be extended by your period of military service. 

	Effect of Recalculation on Your Loan Payments 
	If it is determined that your current loan payments will not pay off your loan by the maximum repayment period, your loan payments will increase and you will be notified of the new payment amount. 
	If it is determined that your current loan payments will not pay off your loan by the revised maximum repayment period, your loan payments will increase and you will be notified of the new payment amount. 

	Resuming Loan Payments 
	If loan payments do not resume through payroll deductions when you return to pay status or after a reamortization following the one-year limit, you must submit payments (along with Loan Payment Coupons) yourself to keep your loan from going into default. 
	If loan payments do not resume through payroll deductions when you return to pay status and your loan has been reamortized, you must submit payments (along with Loan Payment Coupons) yourself to keep your loan from going into default. 


	Defaulting on a Loan 
	If you miss payments after you return to pay status or your loan has been reamortized and you default on your loan, a taxable distribution will be declared and you will be subject to tax on the outstanding loan balance (including any accrued interest). You may also be subject to an early withdrawal penalty tax. 
	If you miss payments after you return to pay status and you default on your loan, a taxable distribution will be declared and you will be subject to tax on the outstanding loan balance (including any accrued interest). You may also be subject to an early withdrawal penalty tax. 

	Returning to Pay Status 
	You or your agency must notify the TSP when you return to pay status and provide the ending date of your nonpay status. (See fact sheet Effect of Nonpay Status on TSP Participation for documentation requirements.) 
	You or your agency must notify the TSP when you return to pay status and provide documentation with the beginning and ending dates of your military service. 
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