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INTRODUCTION 
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The Thrift Savings Plan 

• TSP is a defined contribution retirement 
savings plan similar to 401(k) plans.   

As of November 1, 2014 



In Other Words . . . 

• TSP is not designed 
– For short term investments 

• near-term savings goals 
• Emergency fund  

– or speculative investments 
• Market timing 
• Technical trading 

As of November 1, 2014 



YOUR TSP CONTRIBUTIONS 
Saving for Retirement 

As of November 1, 2014 



Your plan, your future 

• How much will my retirement lifestyle 
cost? 

• How much time do I have to save what I’ll 
need?    

As of November 1, 2014 



TSP Benefits 

• No minimum balance 
• Low expense ratio 
• Contributions made by payroll deduction 

– “Pay yourself first” 
– Dollar cost averaging 

• Choice of tax treatments 
– Traditional (tax-deferred) contributions 
– Roth (after tax) contributions 

• Simple but diversified investment choices 
– “Do it yourself” 
– Professionally designed portfolios 

As of November 1, 2014 



Assumes an automatically enrolled FERS participant, age 27, who remains at the 3% contribution level throughout a 30 
year career progression from a GS-5 to GS-11, with a 7% rate of return throughout their career. After 30 years the 
participant separates but does not withdraw their account which allows it to compound for another 10 years, at 7%. 
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Assumes a FERS participant, age 27, who elects an immediate election of  5% throughout a 30 year career progression from a GS-5 
to GS-11, with a 7% rate of return throughout their career. After 30 years the participant separates but does not withdraw their 

account which allows it to compound for another 10 years, at 7%. 
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In this example a FERS participant, age 27, elects an immediate election of 5% for the first 10 years, 10% for the next ten years, and then 15% 
for the last ten years of their career progression from a GS-7 to GS-14, with a 7% rate of return.  After 30 years the participant separates but does 
not withdraw their account which allows it to compound for another 10 years, at 7%. 
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Small Sacrifices – Big Difference 

If you saved  
the cost of . . . 

You could 
contribute . . . 

In 10 Years  
You’d Have* 

In 20 Years  
You’d Have* 

In 30 Years  
You’d Have* 

1 movie/month for 2 ($16) $192 per year $2,629 $7,411 $16,112 

$5 in groceries/week 
(using coupons) 

$260 per year $3,560 $10,036 $21,819 

2 fancy coffees/week ($7.00) $364 per year $4,983 $14,050 $30,546 

1 large pizza/week ($15) $780 per year $10,679 $30,108 $65,457 

3 take-out lunches/week ($21) $1,092 per year $14,950 $42,151 $91,639 

* Assumes 6% annual return, compounded monthly As of November 1, 2014 



What Are You Paying To Save? 

TSP expense ratio 
$0.29 per $1,000 

Typical 401(k) plan* 
 $8.30 per $1,000 

*Average expense ratio, net of forfeitures and loan fees.  
**Deloitte. “Inside the Structure of Defined Contribution/401(k) Plan Fees: A Study Assessing the Mechanics of the ‘All-In’ Fee.” Investment Company 
Institute, 2011. As of November 1, 2014 



Long-term Effect of Paying Less to Invest  
 

*Source: Highlights January/February 2013 

(Assumes 7% annual rate of return) As of November 1, 2014 
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Contribution Elections 

• You can start, stop, change, or resume contributions at 
any time 
• Elections must be submitted to your agency - TSP cannot 

process elections to deduct from pay 
• Elections can be expressed in dollars or percentages; 

traditional and/or Roth 
• Electronic submissions are preferred (e.g., myPay, 

Employee Personal Page, LiteBlue, Best, EBIS, 
Employee Express, etc.) Form TSP-1/ TSP-U-1 may 
also be used 

• Elections are effective the first full pay period after 
receipt by the agency 

• Catch-up contributions require a separate TSP election 

As of November 1, 2014 

https://www.tsp.gov/PDF/formspubs/tsp-1.pdf


Agency Contributions 
(FERS only) 

Agency Automatic 
1% Agency Matching 

Contribution Sources & Limits 

Regular 
(2014 limit - 

$17,500) 

Catch-Up 
(2014 limit - $5,500) 

Participant Contributions 

As of November 1, 2014 



FERS Matching Formula 

• Based on first 5% of Employee 
Contributions per pay period 

• 4% maximum 
• $1/$1 for 1st 3% 
• 50¢/$1 for next 2%  

• Always vested 

As of November 1, 2014 



Maximizing Your Match 

ED 
 

                 20% EC     4% Match 
PC #1           $1,000         $200 
PC #2         $1,000  $200 
PC #3              $1,000       $200 
PC #4              $1,000         $200 
………………..… 
PC #16            $1,000       $200 
PC #17            $1,000      $200 
Total PC #17      $17,000      $3,400 
 
PC#18  $500  $200 
Total PC #18      $17,500      $3,600 

 Ed earns $5,000 per pay period and contributes 20%  
Susan earns $5,000 per pay period and contributes $674 

 SUSAN 
    $674 EC     4% Matching 

PC #1              $674       $200 
PC #2              $674        $200 
PC #3              $674       $200 
PC #4              $674        $200 
…………….…..…  
PC #16            $674        $200 
PC #17            $674        $200 
Total PC #17      $11,458     $3,400 
 
PC #18            $674        $200 
PC #19            $674        $200 
…………………………… 
PC #25            $674      $200 
PC #26            $650         $200 
Total PC #26     $17,500      $5,200 
 

As of November 1, 2014 



Uniformed Services Contribution Rules 

• Contribute 1% to 100% of basic pay  
• Plus any percentage from incentive, special, and 

bonus pay 
• Contributions are subject to the Internal Revenue 

Code annual limitations 
• elective deferral,§402(g), limit ($17,500 for 2014) 
• annual additions, §415(c), limit ($52,000 for 2014) 

• Contributions deducted from Combat Zone Tax 
Exempt (CZTE) pay are subject to section 415(c) 
limits but not 402(g) 

As of November 1, 2014 



Catch-Up Contributions 

• Participants turning age 50 or older in the calendar 
year may make additional contributions to the TSP  
• Must be made by separate payroll deduction (dollar 

amount only) 
• Must self-certify intent to make regular contributions up to 

the elective deferral limit 
• Will not continue into the next calendar year; a new 

election must be submitted for each calendar year 
• Maximum contribution for 2014 is $5,500  
• Catch-up contributions are in addition to the regular 

TSP employee contributions  
• ($17,500 + $5,500 = $23,000 for 2014) 

As of November 1, 2014 



TSP Tax-Deferral Basics 

• All participants receive a Federal tax deferral on 
traditional (tax-deferred) contributions made to the 
TSP 

• Contributions are deducted from pay before 
Federal taxes are withheld 

• Federal taxes are computed and withheld only 
from the reduced salary 

• Participants defer taxes on the TSP account until a 
withdrawal of the account is made 

• Deferral of state or county taxes is determined by 
each individual jurisdiction 

As of November 1, 2014 



Tax-Deferral Example 

Bi-Weekly Basic Pay $1,510.00 
TSP Election: X    10% 
TSP Deduction: $151.00 

Basis for Federal Tax Withholding $1,510.00 
- $151.00 

Taxable Income: $1,359.00 

Annual Income Earned: $39,260.00 
Annual TSP Contributions: - $3,926.00 
Taxable Income: $35,334.00 

As of November 1, 2014 



Retirement Savings Contributions Credit  
(The Savers’ Credit)  

Adjusted Gross Income (AGI) limits for 2014 
Married 

Filing Joint 
Head of 

Household 
All Other 

Filers 
Credit Max Per 

Person 

$ 1 - $36,000 $1 - $27,000 $ 1 - $18,000 50% of contributions 
($1,000) 

$36,001 - 
$39,000 

$27,001 -
$29,250 

$18,001 -
$19,500 

20% of contributions 
($400) 

$39,001 -
$60,000 

$29,251 -
$45,000 

$19,501 - 
$30,000 

10% of contributions 
($200) 

Over $60,000 Over $45,000 Over $30,000 No Credit 

As of November 1, 2014 



Taxable income                $35,334.00 
10% (traditional)                - $3,926.00 
Gross income           $39,260.00 
Filing status         Married Filing Joint 

Married Filing Joint Credit Max Per Person 

$ 1 - $36,000 50% of contributions 
($1,000) 

$36,001 - $39,000 20% of contributions 
($400) 

$39,001 -$60,000 10% of contributions 
($200) 

Over $60,000 No Credit 

Retirement Savings Contribution Credit 
Savers’ Credit Example 

As of November 1, 2014 



Roth TSP 

• Allows participant to designate all or a portion 
of contributions as Roth (post-tax) or traditional 
(pre-tax) 
• Roth contributions may accrue tax-free earnings 
• Tax-deferred contributions continue to accrue tax-

deferred earnings 
• Roth designation made at agency payroll level 

prior to contribution deposited into the TSP 
• No in-plan conversions of existing balance to 

Roth 
As of November 1, 2014 



Roth TSP - Limits 

• IRS elective deferral and catch-up limits 
apply to total of traditional and/or Roth 
TSP contributions  

• Roth TSP elections must be made through 
agency payroll 

• Uniformed service members in a combat 
zone can make Roth contributions from 
tax-exempt pay up to the $17,500 limit and 
$5,500 for Roth catch-up 
 

As of November 1, 2014 



Roth TSP – Qualified Distributions 

• Age 59 ½; disabled; or deceased AND, 
• First TSP Roth contribution must meet 5-

year rule 
– Prior participation in a Roth 401(k) transferred 

into TSP counts toward 5-year rule 
– Once 5-year rule is met, participant retains it 

for the life of their TSP account 

As of November 1, 2014 



Roth TSP – Nonqualified Distributions 

• Earnings subject to tax 
– 10% early withdrawal penalty rules are 

applied to earnings in the same manner as 
the tax-deferred portion of a participant’s TSP 
account  

• Note: portion of the balance that is tax-deferred is 
not subject to the 10 percent early withdrawal 
penalty tax if the participant is age 55 or older in 
the year he/she separates from Federal service 

As of November 1, 2014 



Gross Income $40,000 Gross Income $40,000 
Minus TSP 
Contributions 

-$2,000 Minus Estimated 
Federal Income Tax* 

-$5,935 

Adjusted Income $38,000 After-Tax Income $34,065 
Minus Estimated 
Federal Income Tax* 

-$5,435* Minus Savings -$2,000 

Spendable Income $32,565 Spendable Income $32,065 

Tax-Advantaged Savings 
Do you need the benefit now . . .? 

Mike makes tax-deferred contributions Ike makes Roth contributions 

By contributing before-tax money to the TSP, Mike reduces 
his taxes and has $500 more to cover everyday expenses. 

*IRS Publication 2013 Inst 1040; filing as single As of November 1, 2014 



future value of $2,000* $8,077 future value of $2,000* $8,077 

minus estimated 
Federal income tax** 

-$808 minus estimated 
Federal income tax 

-$0 

Spendable Income $7,269 Spendable Income $8,077 

. . . or later? 

Mike’s tax-deferred contributions and 
earnings will be subject to income tax 

Ike’s Roth contributions and earnings 
may be withdrawn tax-free 

In exchange for paying taxes up front and adhering to the Roth 
qualified distribution rules, Ike has more money to spend in retirement 

*assumes 20 years of compound growth and 7% annual rate of return 
**assumes same tax rate as previous slide 

When Mike and Ike withdraw their balance: 

As of November 1, 2014 



Roth IRA Roth employer plans (e.g., 
Roth TSP) 

Income limits Not available to taxpayers with income above 
certain limits:  

MFJ - $181,000 to $191,000 
MFS - $0 to $10,000 

All others - $114,000 to $129,000 

Available to all participants 
regardless of income 

Contribution limits $5,500 
($6,500 if at least 50 years of age)* 

$17,500 
(plus an additional $5,500 if at least 

50 years of age)* 

Required Minimum 
distributions 

Not subject to RMDs until the IRA owner dies RMDs apply 

Rollover rules May NOT be rolled into a Roth 401(k); a Roth 
IRA can only be rolled into another Roth IRA 

Can be rolled into another Roth 
employer plan OR a Roth IRA 

*2014 limits 

Roth IRAs vs Roth TSP 

As of November 1, 2014 



Transfers and Rollovers 

• Participants, both active and separated, can transfer or roll over retirement 
savings from other plans to the TSP 

• Funds accepted by the TSP will: 
• Be treated as employee contributions, 
• Enjoy the same low expenses and uncomplicated investment menu, and 
• Will be subject to the same restrictions as contributions made directly to the TSP 

• Qualifying transfers/rollovers can come from: 
• Eligible employer plans under the IRC 

• e.g. 401(k), 403(a), 403(b) or 457(b) governmental plans 
• The TSP will accept transfers (direct rollovers) of Roth balances from eligible employer plans; 

will not accept 60-day (non-direct) rollovers of Roth balances 
• Traditional, SIMPLE, and SEP individual retirement accounts or annuities (IRAs) 

under section 408(a) or 408(b) of the IRC 
• Does not include Roth, education, or inherited IRAs 
• Transfer from a SIMPLE IRA must be accompanied by documentation showing at least two 

years of participation 
• See instructions on Forms TSP-60 and/or TSP-60-R for more information 

As of November 1, 2014 

https://www.tsp.gov/PDF/formspubs/tsp-60.pdf


www.tsp.gov 

As of November 1, 2014 



Contacting TSP Contacting the TSP 

As of November 1, 2014 



MANAGING YOUR TSP 
ACCOUNT 

Investing for the Long Haul 

As of November 1, 2014 



Your plan, your future 

• What’s the right balance between short 
term risks and long term returns? 

As of November 1, 2014 



Diversification 

• Diversification means spreading money among different 
investments to reduce risk.  

• Can be summed up as “Don’t put all your eggs in one 
basket.” 

• One way to diversify is to allocate your investments 
among different kinds of assets.  

• Historically, stocks, bonds, and cash have not moved up 
and down at the same time. 

• Factors that may cause one asset class to perform 
poorly may improve returns for another asset class.  

www.investor.gov As of November 1, 2014 



TSP Investment Menu 

• Investments for stability 
• Government Securities Investment (G) Fund                        
• Fixed Income Index Investment (F) Fund                              

• Investments for long-term growth 
• Common Stock Index Investment (C) Fund 
• Small-capitalization Stock Index Investment (S) Fund    
• International Stock Index Investment (I) Fund 

• Diversified investments                       
• Lifecycle Investment (L) Funds 

• See tsp.gov/investmentfunds or the TSP leaflet, Fund 
Information, for more information 

As of November 1, 2014 
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G Fund Related Securities LBA/BarCap S&P 500 (Wilshire/S&P) W 4500/TSM EAFE (Free 1986+) Inflation
(F Fund) (C Fund) (S Fund) (I Fund) 

Growth of $100 
TSP-Related Indices, 1987-2013  

$562.20 

$1,607.38 

$1,341.95 

$425.18 
$401.31 

$202.18 

As of November 1, 2014 



L Funds 

• The five Lifecycle Funds 
• L 2050 Fund 

• Time horizon 2045 and later 
• L 2040 Fund  

• Time horizon 2035 through 2044 
• L 2030 Fund  

• Time horizon 2025 through 2034 
• L 2020 Fund  

• Time horizon 2015 through 2024  
• L Income Fund  

• For those already withdrawing their account or within a 
few years 

As of November 1, 2014 



L Funds 

 It’s simple 
 Make one decision: When will you need 

your money? 
 The L Funds are professionally designed 

and adjust automatically 
 No additional costs 
 Transfer to individual TSP funds at any 

time 
 Investment in the L Funds does not 

protect from investment losses 
 
 
 
 

As of November 1, 2014 



L2050 L2040 

L2030 L2020 

L Funds Investment Allocation 

As of November 1, 2014 



The L Funds and the Efficient Frontier 
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Expected Risk 
As of November 1, 2014 



 Allocates all future contributions 
and loan payments until 
superseded by new allocation 
election 

 ThriftLine, or website   
 Generally effective as of close 

of business each day (based on 
12 noon ET cutoff) 

 Confirmation via website or 
mail  

 One-time transaction; redistributes 
account balance(s) and remains as 
invested until participant makes 
another interfund transfer 

 ThriftLine, or website  
 Generally effective as of close of 

business each day (based on 12 
noon ET cutoff) 

 Confirmation via website or mail 

Contribution Allocation Interfund Transfer 

Contribution Allocation/Interfund Transfer? 

As of November 1, 2014 



Interfund Transfer Limits 

G 80% 

F 

C 

S 

I 20% 

G 55% 

F 

C 5% 

S    

I 40% 

G 100% 

F 

C 

S 

I 

G 40% 

F 

C 10% 

S  5% 

I 45% 

G 10% 

F 

C 30% 

S  5% 

I 55% 

  For each calendar month, the first two interfund transfers redistribute money among any or all 
of the TSP funds. After that, for the remainder of the month, IFTs can only move money into 
the G Fund 

 
Example 

As of November 1, 2014 



Account Balance 

Participant Information 

Message 

Rate of Return 

Participant Address 

As of November 1, 2014 
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LOANS & IN-SERVICE 
WITHDRAWALS 

 
 
 
 
 

As of November 1, 2014 



Your plan, your future 

• Should I consider using some of my TSP 
savings for pre-retirement needs? 

• How might a loan or in-service withdrawal 
affect my retirement readiness? 

As of November 1, 2014 



          Residential 
  For purchase or construction  

of a primary residence  

and 

    General Purpose 
  No documentation required 

Types of Loans 

As of November 1, 2014 



Loan Terms 

• Must be in pay status 
• Minimum Term: 1 year 
• Maximum Term 

• General purpose = 5 years  
• Residential loan = 15 years 

• Loans are disbursed proportionally from both 
traditional and Roth account balances 

• Max loan amount available from “my account” 
or ThriftLine 

As of November 1, 2014 



Costs of a Loan 

• $50.00 processing fee - deducted when  loan is  
disbursed 

• Loan interest 
• Based on G fund rate at time application is 

processed 
• Fixed for life of the loan 
• Not tax deductible 

• The invisible (and probably the largest) cost – 
foregone investment earnings and reduced 
compounding of retirement savings 

As of November 1, 2014 



Features 
 

In-Service Withdrawal 
 

Financial Hardship Age- Based 

Age Requirement n/a 59 ½ or older 

Withdrawal Restriction  6 months between requests One time 

Minimum Limit $1,000 $1,000 

Eligible Funds Employee contributions & earnings Vested account balance 

Non-Contribution Period:  
Employee Contributions and (Agency Matching FERS) 

6 months 
 

n/a 

Spouses’ Rights: 
US & FERS – Submit Notarized Consent 
CSRS – TSP Notification  

Yes Yes 

Federal Tax Withholding  10%  20% of amount not 
transferred   

IRS Early Withdrawal Penalty Tax 
(Traditional Tax-Deferred Contributions) 

10% if under 
Age 59 1/2 

n/a 

Transfers from Traditional TSP to Traditional IRA  or Eligible 
Employer Plan 

n/a Tax-deferred  

Transfers from Traditional TSP to Roth IRA n/a Taxable 

NOTE: If you make an age-based in-service withdrawal, you will not be eligible to make  
a partial withdrawal after separation.   

In-Service Withdrawals 

As of November 1, 2014 



Costs of a Financial Hardship Withdrawal 

• Withdrawal can’t be repaid – permanently 
reduces retirement savings 

• Contributions suspended for 6 months 
• No contributions means no matching 

• Withholding rate is 10%, actual tax is likely to 
be higher 

• May be subject to additional 10% tax on early 
distribution 

• See tsp.gov/planparticipation or the TSP 
booklet, In-Service Withdrawals, for more 
information 

 As of November 1, 2014 



POST-SERVICE 
WITHDRAWALS 

Turning savings to Income 

As of November 1, 2014 



Your plan, your future 

• When should I begin withdrawing my money? 
• Will I outlive my retirement savings? 
• Do I need to provide income for my 

dependents or heirs? 
 

As of November 1, 2014 



Post-Service Withdrawals 

• Automatic cashout (balances less than $200) 
• Leaving money in the TSP 
• Combining TSP Accounts 
• Partial Withdrawal 
• Full Withdrawal Options 

• Monthly payments 
• TSP life annuity 
• Single payment 

• Mixed Withdrawal Options 
• See tsp.gov/planparticipation or the TSP booklet, 

Withdrawing Your TSP Account, for more information 

As of November 1, 2014 



Exceptions to the  
IRS Early Withdrawal Penalty 

The 10% IRS Early Withdrawal Penalty does not apply to payments that are: 
 

• Received at age 59½ or later;  
• Received after you separate/retire during or after the year you reach age 55; 
• Received in a year you have deductible medical expenses that exceed 10% of 

your adjusted gross income (7.5% if you or your spouse is 65 or over); 
• Received as a result of total and permanent disability*; 
• Annuity payments; 
• TSP monthly payments based on life expectancy; 
• Ordered by a domestic relations court; 
• Made because of death; 
• Made from a beneficiary participant account; 

 
* You must provide the justification to IRS when you file your taxes. 

IRS Publications 575, Pension and Annuity Income 
IRS Publication 721, Tax Guide to U.S. Civil Service Benefits 
 

As of November 1, 2014 



FERS/    Notarized spouse signature  Whereabouts 
Uniformed Services    required. Spouse is entitled  unknown or  
    to a joint life annuity with  exceptional 
    50% survivor benefits,  circumstances 
    level payments, and no  TSP-16 or  
    cash refund feature, unless          TSP-U-16  
    he/she waives this right                required  
 
CSRS    Spouse is entitled to notification Whereabouts 
    by the TSP of the participant’s unknown 
    withdrawal election  TSP-16 or  
                                                                                          TSP-U-16                                                                                
   required 
 
*  If account balance is less than $3,500 spouse’s signature/notice is not required 
** Waiver of spouse’s signature/notification valid for 90 days from approval 

Classification         Requirement*             Exceptions** 

Spouse’s Rights 

As of November 1, 2014 



TSP DEATH BENEFITS 
Planning Your Legacy 

As of November 1, 2014 



Death Benefits 

• To Whom 
• Based on Form TSP-3, Designation of Beneficiary  

• Participant responsible for mailing or faxing form directly to TSP 
• Do not submit forms to agency/service   

• If there is no TSP-3 on file at the TSP, then statutory order of 
precedence:  

• Spouse, natural and adopted children, parents, estate, next of kin 
• How paid 

• Death reported on Form TSP-17, Information Relating to 
Deceased Participant  

• The beneficiary will receive IRS Form 1099-R reporting the 
distribution 

• See tsp.gov/lifeevents or the TSP booklet, Death 
Benefits, for more information 

As of November 1, 2014 

https://www.tsp.gov/PDF/formspubs/tsp-3.pdf
https://www.tsp.gov/PDF/formspubs/tsp-17.pdf


Payments to Spouse Beneficiaries 

• Spouse beneficiaries automatically have a beneficiary participant 
account (BPA) established upon notification of death of TSP 
participant  

• Balance is automatically invested in the G Fund 
• Beneficiary participants have same investment and withdrawal 

options as separated TSP participants 
• Exception: TSP cannot accept transfers or rollovers from other 

equivalent employer plans or IRAs (traditional or Roth) into BPAs 
• Interfund transfers to any TSP investment funds are permitted 

• Spouse may designate beneficiaries using Form TSP-3 
• Death benefit payments from a BPA are single payments to the 

designated beneficiaries; cannot be transferred or rolled over to an 
IRA (to include inherited IRA) or eligible employer plan  

• Required Minimum Distribution from BPA is based on the age of the 
TSP participant 

As of November 1, 2014 



Payments to Non-Spouse Beneficiaries 

• Paid as a single payment 
• Taxable portion of payments to beneficiary subject to 20% tax withholding  
• Payments transferred to an inherited IRA account not subject to withholding 

• The benefits of an Inherited IRA 
• Allows beneficiaries, other than spouse, to take the IRC minimum required 

distribution amount based on their age 
• If a 24-year-old beneficiary’s entitled amount is $100,000, the IRC minimum required 

distribution must start by December 31 the year following the TSP participant’s death 
• The first year IRC minimum required distribution would be $1,720 based on age 25 

• The remaining balance continues to grow 
• Each year the IRC minimum required distribution increases slightly providing a 

lifetime benefit 
• Inherited IRAs are complicated and a tax professional or IRA provider 

should be contacted to discuss this option 
 

As of November 1, 2014 



Wrapping Up 

• Start saving now 
• Max out employer contributions 
• Periodically re-evaluate your retirement readiness and 

your savings rate to stay on target 
• Adjust your investment mix to fit your changing life 

circumstances  
• Carefully weigh the the costs against the benefits 

when considering a loan or in-service withdrawals 
• Select the withdrawal option(s) best suited to your 

income needs, longevity expectations, and legacy 
intentions   

• Enjoy the comfortable, dignified retirement you 
deserve!!  
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Questions??? 
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