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Webinar Objectives 

•  To provide service representatives with a 
brief overview of the Thrift Savings Plan 
(TSP) for uniformed services members 

•  Understand the benefits of participating in 
the TSP 

•  Roth TSP information  
•  Additional TSP information available at:  

www.tsp.gov 



Agenda 

•  What the Thrift Saving Plan (TSP) is 
•  Benefits of contributing to the TSP 

– Contribution rules  
–  Investment options 

•  Withdrawal options 
•  Death Benefits 
•  TSP Roth information 



Retirement Program Categories 

•  Defined Benefit Program 
– A pension with a pre-determined formula 

based on years worked and average salary 
(i.e. uniformed services) 

•  Defined Contribution Program 
– Benefit based on contribution and return on 

investments 
– TSP and 401(k) type plans 



What the Thrift Savings Plan Is 
•  Defined contribution plan established as part of the 

Federal Employees’ Retirement System (FERS) Act of 
1986 

•  In January 2002, the TSP was opened to members of 
the seven branches of the uniformed services as a 
supplemental benefit 

•  Federal Retirement Thrift Investment Board administers 
the TSP   
–  The TSP’s record keeper maintains approximately 4.5 million 

accounts, with over $300 billion invested in the plan 



TSP Benefits 
•  No minimum balance 
•  Contributions made by payroll deduction 

–  Must be percentage only 
–  “Pay yourself first” 
–  Dollar cost averaging 

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

•  Low expense ratio 
•  Deferral of income tax 

–  Less is withheld from your paycheck 
–  Earnings grow tax-deferred 



When Can Members Participate? 

•  Immediately upon entry on active duty or 
assignment to a guard or reserve unit in a 
pay status 
– Payroll deduction (election via myPay) 
– Election effective the pay period following 

receipt of election by service payroll office 



TSP - Uniformed Services 
Contributions 

•  Member Contributions 
–  Up to 100% of basic pay   
–  Any percentage from incentive, special, and bonus 

pay (1% - 100%) 
–  Contributions are subject to the Internal Revenue 

Code annual limitations 
•  section 402(g), elective deferral limit ($17,000 for 2012) 
•  Section 414(v), catch-up contributions limit ($5,500 for 2012) 
•  section 415(c), annual additions limit ($50,000 for 2012) 

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



The 10 TSP Investment Funds 

•  Government Securities Investment (G) Fund                        
•  Fixed Income Index Investment (F) Fund                              
•  Common Stock Index Investment (C) Fund 
•  U.S. Small-capitalization Stock Index Investment 

(S) Fund    
•  International Stock Index Investment (I) Fund                       
•  Five Lifecycle Investment (L) Funds options 



Thrift Savings Fund Net Expense Ratio 
1988 - 2011 
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•  The average expense ratio for mutual index funds is 0.262% , or $2.62 per 
$1,000 (Lipper, Inc., 2009); median 401(k) expenses are .72%, or $7.20 per 
$1,000 (Investment Company Institute, 2009) 

•  In 2011 the average expense ratio for the TSP was 0.025%, or $0.25 per $1,000 
(Net administrative expenses are investment management fees after forfeitures) 

•  Administrative expenses after June 2004 are reduced by loan fees  ($50 per 
loan) 



TSP Tax-Deferral Basics 

•  All participants currently receive a Federal tax 
deferral on 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 



Tax-Deferral Example 
Monthly Basic Pay (E-6 over 8) $3143.10 
TSP Election: X    10% 
TSP Deduction: $314.30 

Basis for Federal Tax Withholding $3143.10 
- $314.30 

Taxable Income: $2828.80 

Annual Income Earned: $37,717.20 
Annual TSP Contributions:  -3,771.60 
Taxable Income: $33,945.60 



Retirement Savings Contribution 
Credit 

•  Generally available to those with moderate 
adjusted gross incomes 

•  If serving in a Combat Zone, this could 
apply to more uniformed service members 
who would normally not be eligible 
– Tax-exempt pay in combat zone decreases 

adjusted taxable gross income   



Retirement Savings Contribution Credit 

Adjusted Gross Income (AGI) limits for 2012 
Married 

Filing Joint 
Head of 

Household 
All Other 

Filers 
Credit Max Per 

Person 

$ 1 - 
$34,500 $1 - $25,875 $ 1 - 

$17,250 
50% of contributions 

($1,000) 

$34,501 - 
$37,500 

$25,846 -
$28,125 

$17,251 -
$18,750 

20% of contributions 
($400) 

$37,501 -
$57,500 

$28,126 -
$43,125 

$18,751 - 
$28,750 

10% of contributions 
($200) 

Over 
$57,500 

Over 
$43,125 

Over 
$28,750 No Credit 



Retirement Savings Contribution Credit 
Example 

$33,945.60 Taxable Income 
- $3,771.60 10% tax-deferred to TSP 
$37,717.20 Annual Income Earned 

Married Filing Joint Tax Status 

•  Eligible for maximum credit based on reduced taxable 
income 

•  Federal taxes owed between $1 and $1,000.00 will 
be reduced 

•  For example, if the participant owed $500 in taxes, 
the $500 tax liability would be eliminated; if the 
participant owed $2,000 in taxes then he would owe 
$1,000 after the credit is applied 
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Contribution $2,791    
Earnings $374 

Contribution $41,151    
Earnings $30,223 

Contribution $99,093    
   Earnings $126,039 

 

Contribution $99, 093    
   Earnings $499,055 

 

    Contribution $99,093 
      Earnings $638,380 

Enlisted Member Career 
Participation in TSP    
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Contribution $12,791    
Earnings $3,596 

Contribution $51,151    
Earnings $60,615 

Contribution $109,093    
   Earnings $197,213 

 

Contribution $109, 093    
   Earnings $655,332 

 

    Contribution $109,093 
      Earnings $1,003,337 

Enlisted Member Career  
Participation in TSP (With $10,000 bonus) 
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Contribution $4,872    
Earnings $545 

Contribution $98,016    
Earnings $71,708 

Contribution $225,134    
   Earnings $295,181 

 

Contribution $225,134    
   Earnings $750,028 

 

    Contribution $225,134 
      Earnings $977,168 

Officer Career Participation in TSP 



Withdrawal Options 

•  Leave money in the TSP 
-Continue to have account balance earn positive or negative returns 

depending upon where participant has money invested 
-Ability to continue to redistribute account balance among the TSP funds 
 

•  Transfer options 
–  Potentially to Traditional or Roth IRA, new employer plan (if allowed by 

new employer) 

•  Available TSP withdrawal options 
–  Federal and/or state tax events and possible early withdrawal penalty 

tax (as determined by the IRS and state of legal residence) 

 



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 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-U-17, Information 

Relating to Deceased Participant  
–  The beneficiary will receive IRS Form 1099-R 

reporting the distribution 



Death Benefit Payments –  
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 traditional IRAs 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 



Death Benefit Payments –  
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 advisor or IRA provider 

should be contacted to discuss this benefit 



Roth TSP Option 





Roth TSP vs. Roth IRAs 

•  Many participants have established Roth 
IRA accounts and assume that Roth TSP 
will be subject to the same rules . . . BUT 

•  Employer plans (such as the TSP) that 
allow Roth contributions are covered by a 
different section of the Internal Revenue 
Code* 

•  Roth TSP will be governed by the rules 
covering Roth employer plans - similar to  
Roth IRAs in some respects, but quite 
different in others *IRC § 402A 



Roth IRA Roth employer plans 

Income limits Not available to taxpayers with 
income above certain limits:  
MFJ - $173,000 to $183,000 

MFS - $0 to $10,000 
All others - $110,000 to 

$125,000 

Available to all participants 
regardless of income 

Contribution 
limits 

$5,000 
($6,000 if at least 50 years of 

age)* 

$17,000 
(plus an additional $5,500 if 

at least 50 years of age)* 

Minimum 
distributions 

Not subject to RMDs until the 
IRA owner dies 

Roth contributions are 
treated the same as other 

elective deferrals with 
respect to RMDs 

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 401(k) OR a Roth IRA 

*2012 limits 



Roth TSP - Implementation 
•  Implementation:  7 May 2012 

–  Or as soon as possible thereafter by the agency or 
service 

–  Marine Corps – currently able to choose option 
–  Army, Navy, Air Force – projected October 2012 

•  Allows participant to elect to designate all or a 
portion of contributions elected through payroll to 
be contributed as post-tax (Roth TSP) or pre-tax 
deferred (traditional TSP) 
–  Roth contribution may accrue tax-free earnings 
–  Tax-deferred contributions continue to accrue tax-

deferred earnings 



Roth TSP – New Terminology 
•  Traditional contributions may be made from: 

–  Tax-deferred pay 
–  Tax-exempt pay 
–  Matching contributions (where applicable) 
–  Distributions from the traditional TSP balance will 

be taxable as income (except for contributions 
from tax-exempt pay) 

•  Roth contributions may be made from: 
–  After-tax pay 
–  Tax-exempt pay 

•  Distributions from the Roth TSP balance (if 
“qualified”) will be tax-free 



Roth TSP - Contributions 
•  Participant will make Roth and traditional 

contribution elections through service (i.e. 
myPay) 

•  Both Roth and/or traditional contribution 
elections  must be percentage only 

•  Roth contribution designation is a separate 
election block from traditional (tax-deferred) 

•  Participants may elect to contribute Roth and traditional tax-
deferred contributions 

 



Uniformed	  service	  members	  make	  %	  elec3ons	  only	  and	  can	  contribute	  from	  
basic,	  incen3ve,	  special	  and	  bonus	  pays	  



Over	  50	  catch-‐up	  contribu3ons	  are	  dollar	  amounts	  only	  and	  except	  for	  
USMC,	  members	  must	  submit	  paper	  form	  to	  elect	  this	  contribu3on	  op3on.	  



Roth TSP - Limits 
•  Elective deferral and catch-up limits are set by the IRS 

each year 
•  Roth contributions are made “in lieu of” (not in addition 

to) contributions the participant is otherwise eligible to 
make 
–  Elective deferral ($17,000) and catch-up ($5,500) 

limits apply to the participant’s total contributions, 
whether traditional, Roth, or a combination of both 

•  If a participant has both a civilian and uniformed services 
TSP account, the combined contributions to both 
accounts cannot exceed the above limits  



Roth TSP - Uniformed Services 
Contributions 

•  Member Contributions 
–  Up to 100% of basic pay   
–  Any percentage from incentive, special, and bonus 

pay 
–  Contributions are subject to the Internal Revenue 

Code annual limitations 
•  section 402(g), elective deferral limit ($17,000 for 2012) 
•  Section 414(v), catch-up contributions limit ($5,500 for 2012) 
•  section 415(c), annual additions limit ($50,000 for 2012) 

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



Unique Roth Considerations for 
Uniformed Services 

•  Roth contributions can be made on an after-tax or CZTE 
basis from basic pay, incentive pay, special pay, and bonus 
pay 

•  Roth contributions are subject to the elective deferral limit 
($17,000 for 2012) even if they are contributed from pay 
subject to the CZTE 

•  Service members making Roth contributions from CZTE 
pay should be aware their contributions will be terminated 
upon reaching the elective deferral limit 

•  Members who want to contribute tax-exempt pay toward the 
annual additions limit ($50k) will have to elect Traditional 
contributions for any amount over $17,000 for 2012 



Unique Roth Considerations for 
Uniformed Services 

•  Roth catch-up contributions may be made from 
basic pay subject to the CZTE as well as taxable 
basic pay  

•  This is an important difference between Traditional 
and Roth catch-up contributions because Traditional 
catch-up contributions cannot be made from basic 
pay subject to the combat zone tax exclusion 

•  Members who want to contribute tax-exempt pay 
toward the catch-up contributions limit ($5,500) will 
have to elect Roth catch-up contributions 



Participant Statements 









Roth TSP – 
Distributions 



Roth Employer Plans –  
Qualified Distributions 

•  Earnings on “qualified distributions” are not included in 
gross income if 
–  Age 59 ½; disabled; or deceased AND, 
–  Must meet “5-year rule” 

•  Distributions made within 5 years of the first Roth 
contribution will not be treated as qualified distributions 
(IRC refers to this 5 year period as the “non-exclusion 
period”) 
–  Non-exclusion period begins on January 1 of the applicable tax 

year 
•  Earnings on any non-qualified distributions will be 

subject to tax and, possibly, the 10% early withdrawal 
penalty 
–  Note, any tax-deferred portion of the balance 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 



“5 Year Rule” 
•  The 5-year non-exclusion period begins on 

January 1 of the tax year during which the first 
Roth TSP contribution is made 

•  When Roth 401(k) balances are transferred to the 
TSP, the start date transfers with them; the non-
exclusion period will be determined using the date 
most favorable to the participant 

•  If a participant has a civilian account and a 
uniformed services account, the Roth initiation date 
for both accounts will be the same  

•  Once 5-year rule is met, participant retains it for the 
life of their TSP account 



Pro-Rata Rule 

•  The TSP will disburse amounts from a 
participant’s TSP account pro-rata.  This 
applies to: 
– Loans disbursed 
–  In-service and post-service withdrawals 
– Court-ordered payments 
– Taxable distributions declared on outstanding 

loan balances 
– Required minimum distributions 
– Death benefits 



Final Thoughts 

•  Contribute as long as in a pay status 
•  Option to transfer to qualifying IRAs or other  

employer plans 
•  Ability to leave account in the TSP after 

separation from service 
–  Continue to redistribute account balance among TSP 

funds 
–  Continue to benefit from low expense ratio 
–  Determine withdrawal options that meet personal 

needs at some time in the future 

 



Questions??? 



Find Us Online  
http://www.facebook.com/PersonalFinance4PFMs 
http://blogs.extension.org/militaryfamilies/ 
Twitter: 

 @moneytalk1 
 @mikegutter 
 @MollyCHerndon 
 @DollarDecisions 
 @dfougie 

 
Homefront Connections – Personal Finance group 
 



To Receive CEUs  
•  You must be AFC or CHC credentialed through 

AFCPE 

 

•  Please email afcceu@gmail.com with your 
name and the phrase “retirement savings” in 
the body of the email by Friday, July 27 at 5 
p.m. ET. 

 


