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(6) A participant may elect to termi-

nate a schedule of makeup contribu-
tions at any time, but may not elect to
make partial payments under the
schedule. Any such termination is ir-
revocable. If a participant separates
from employment that makes the par-
ticipant eligible to contribute to the
TSP, the participant may elect to ac-
celerate the payment schedule by a
lump sum contribution from his or her
final paycheck. No contributions may
be made other than by payroll deduc-
tion from pay that constitutes basic
pay.
(7) To the extent a participant makes
up missed employee contributions, the
employing agency must contribute any
agency matching contributions that
would have been made had the employ-
ing agency error that caused the
missed employee contributions not
been made. The agency matching con-
tributions must be made in install-
ments over the course of the schedule
of makeup contributions. The partici-
pant may not receive matching con-
tributions associated with any em-
ployee contributions that are not made
up. If the makeup contributions are
suspended in accordance with para-
graph (c)(5) of this section, the pay-
ment of agency matching contributions
must also be suspended.

(8) Makeup contributions must be re-
ported by the employing agency for in-
vestment among the TSP investment
fund(s) using the participant’s current
investment fund election at the time
the makeup contributions are made. If
no such election is on file, the con-
tributions must be reported by the em-
ploying agency for investment in the G
Fund.

(9) Where a participant has trans-
ferred to a different employing agency
from the one at which the participant
was employed at the time of the missed
contributions, it remains the respon-
sibility of the former employing agen-
cy to determine whether an employing
agency error is responsible for the
missed contributions. If it is deter-
mined that such an error has occurred,
the current agency must take any nec-
essary steps to correct the error. The
current agency may seek reimburse-
ment from the former agency of any
amount that would have been paid by
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the former agency had the error not oc-
curred.

(10) Makeup employee contributions
may be made only by payroll deduction
from pay that constitutes basic pay.
Contributions by check, money order,
cash, or other form of payment, di-
rectly from the participant to the TSP,
or from the participant to the employ-
ing agency for deposit to the TSP, are
not permitted.

(11) If applicable, the employing
agency must submit any lost earnings
records required under 5 CFR Part 1606.

§1605.3 Removal of erroneous con-
tributions.

(a) Applicability. This section applies
whenever, as a result of an employing
agency error, a TSP account contains
money that should not have been con-
tributed to the account and which,
therefore, must be removed from the
account. This includes, but is not lim-
ited to, situations in which, because of
an employing agency error, employee
contributions in excess of those elected
by a participant are contributed to the
participant’s account, employee con-
tributions (and any associated agency
matching contributions) are made on
behalf of a participant who did not
elect to have any contributions made,
excess employer contributions are
made to a participant’s account, or em-
ployee contributions are made in ex-
cess of the amount permissible because
of an improper retirement classifica-
tion that is subsequently corrected
(e.g., a CSRS employee is permitted to
make contributions in excess of 5% of
basic pay during a temporary
misclassification as FERS).

(b) Negative adjustment records. (1) In
order to remove money from a partici-
pant’s account, the employing agency
must submit, for each pay date in-
volved, a negative adjustment record
indicating the amount of the contribu-
tion being removed, the pay date for
which it was made, the source(s) of the
contributions involved (i.e., employee
contributions, agency automatic (1%)
contributions or agency matching con-
tributions), and the investment fund or
funds to which the erroneous contribu-
tion was made. A negative adjustment
record may be for all or a part of the
contributions made for the applicable
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pay date, investment fund and source
of contributions, but for each invest-
ment fund and source of contributions
the negative adjustment may not ex-
ceed the amount of contributions made
for that pay date.

(2) Negative adjustment records must
be submitted in accordance with this
part and with procedures provided to
employing agencies from time to time
by the Board or the TSP recordkeeper
in bulletins or other guidance. Nega-
tive adjustment records must also in-
clude any additional information re-
quired in any such bulletins or other
guidance.

(c) Processing negative adjustment
records. Negative adjustment records
will be processed in accordance with
the following rules:

(1) Negative adjustment records re-
ceived and accepted by the TSP record-
keeper by the second-to-last business
day of a month will be processed effec-
tive as of the end of that month. Nega-
tive adjustment records accepted by
the TSP recordkeeper on the last busi-
ness day of a month will be processed
effective as of the end of the following
month.

(2) When negative adjustment records
are processed, the TSP recordkeeper
will determine separately, for each pay
date and source of contributions in-
volved, the amount of any investment
gains or losses on the money the agen-
cy seeks to remove from the account
and the investment fund or funds in
which that money is currently in-
vested. In making these determina-
tions, investment gains and losses from
the different TSP investment funds
will be netted against each other. In-
vestment gains and losses for different
sources of contributions will be treated
separately; gains and losses for dif-
ferent sources of contributions will not
be netted against each other. The TSP
recordkeeper will take into consider-
ation any interfund transfers made ef-
fective on or after the date on which
the erroneous contribution was proc-
essed.

(3)(i) Multiple negative adjustment
records in the same processing cycle
will be processed in the order of the ap-
plicable pay dates, starting with the
earliest pay date.
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(ii) If the participant’s account does
not have sufficient funds in the appli-
cable source of contributions to pay
the amount of a negative adjustment,
the adjustment to that source of con-
tributions will not be processed. Funds
may not be taken from another source
of contributions to cover the negative
adjustment. The employing agency
may, at a later date, resubmit the
record that was not processed. It will
be processed if, at that time, there are
sufficient funds for the applicable
source of contributions.

(iii) If there are sufficient funds in
the applicable source of contributions
to pay the amount required by a nega-
tive adjustment record, but any of the
investment funds does not have suffi-
cient money to pay the portion that is
attributable to that investment fund
(e.g., because of a loan), then the
amount required will be removed from
the other investment fund(s), pro rata,
based on the participant’s total ac-
count balance in each investment fund
for that source of contributions.

(d) Employee contributions. The follow-
ing rules apply to removal of employee
contributions from a participant’s ac-
count:

(1) If there is a net investment gain
on the erroneous employee contribu-
tion made for a pay date, then the full
amount of the erroneous contribution
will be returned to the employing agen-
cy. Subject to §1605.9(a), the invest-
ment earnings on the erroneous con-
tribution will remain in the partici-
pant’s account.

(2) If there is a net investment loss
on the erroneous employee contribu-
tion made for a pay date, then the em-
ploying agency will receive only the
amount of the erroneous contribution
reduced by the investment loss. How-
ever, the investment loss does not af-
fect the employing agency’s obligation
to refund to the participant the full
amount of the erroneous contribution.

(3) If an employing agency removes
erroneous employee contributions from
a participant’s account, it must also
remove, under paragraph (e) of this sec-
tion, any associated agency matching
contributions.

(e) Employer contributions. The follow-
ing rules apply to removal of employer
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contributions from a participant’s ac-
count:

(1) Employer contributions will only
be returned to the employing agency if
the negative adjustment record sub-
mitted to remove the contributions is
processed within one year of the date
the contribution was processed. If more
than one year has elapsed when the
negative adjustment record is proc-
essed, the amount of the employer con-
tribution plus (or minus) any invest-
ment gains (or losses) will be removed
from the participant’s account and
used to offset TSP administrative ex-
penses rather than returned to the em-
ploying agency. The employing agen-
cy’s obligation to submit negative ad-
justment records to remove erroneous
contributions from a participant’s ac-
count is not affected by whether the
contribution has been in the account
for more or less than one year at the
time the negative adjustment record is
to be processed.

(2) Subject to paragraph (e)(1) of this
section, if there is a net investment
gain within a source of contributions
for an erroneous employer contribu-
tion, then the employing agency will
receive the full amount of the negative
adjustment submitted. The earnings
attributable to the erroneous contribu-
tions in the applicable source of con-
tributions will be removed from the
participant’s account and used to offset
TSP administrative expenses.

(3) Subject to paragraph (e)(1) of this
section, if there is a net investment
loss within a source of contributions
for an erroneous employer contribu-
tion, then the employing agency will
receive only the amount of the erro-
neous contribution reduced by the in-
vestment loss.

§1605.4 Back pay awards and other
retroactive pay adjustments.

(a) Participant not employed. The fol-
lowing rules apply to participants who
receive a back pay award or other ret-
roactive pay adjustment for a period
during which the participant was sepa-
rated from Government employment:

(1) If the participant is reinstated to
Government employment, then imme-
diately upon reinstatement the em-
ploying agency must give the partici-
pant the opportunity to submit a con-
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tribution election form (Form TSP-1)
to make current contributions. The ef-
fective date of the form will be the
first day of the first full pay period in
the most recent TSP election period. If
the participant is reinstated during a
TSP open season but before the elec-
tion period, he or she can also submit
an election form that will become ef-
fective the first day of the first full pay
period in the following election period.

(2) The participant must be given the
following options for electing makeup
contributions:

(i) If the participant had a valid con-
tribution election form (Form TSP-1)
on file when he or she separated, upon
the participant’s reinstatement to Gov-
ernment employment that election
form will be reinstated for purposes of
makeup contributions, unless a new
contri bution election form is submit-
ted to terminate all makeup contribu-
tions or those contributions that would
have been made from the date of sepa-
ration through the end of the open sea-
son that occurred immediately after
the separation.

(i) Instead of making contributions
for the period of separation under the
reinstated contribution election form,
the participant may submit a new elec-
tion form for any open season that oc-
curred during the period of separation.
However, the investment allocation on
each Form TSP-1 for the period of sep-
aration must be the same as the invest-
ment allocation on the current Form
TSP-1.

(3) Lost earnings will be calculated
and credited to the participant’s ac-
count, in accordance with 5 CFR Part
1606, using the rates of return for the G
Fund, unless the participant submitted
one or more interfund transfer requests
during the period of separation. In the
case of interfund transfer requests, the
earnings will be calculated using the G
Fund rates of return until the first
interfund transfer was processed. The
contribution that is subject to lost
earnings will be moved to the invest-
ment fund(s) the participant requested
and lost earnings will be calculated
based on the earnings for that fund(s).
The amount of lost earnings calculated
will be posted to the investment
fund(s) to which the contribution was
moved by the interfund transfer. If
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